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3 “global” insurers continue to represent more
than 70% of the total global market. According

O Atradius to ICISA, the total market premium is estimated
O Coface at around € 6.3 billion in 2020 (slightly lower

O Euler Hermes than in 2019). Euler Hermes remains the largest
@ Autres credit insurer with 31.1% market share followed

by Atradius 23,1% and Coface with 17.4% as of
December 31st, 2020.

31.1 %

This calculation is an estimate
by AU Group

23.19
17.4 % Sl

The International Credit Insurer & Surety Association (ICISA) comprises more than 50 members that
provide Trade Credit Insurance across the world. However, two main categories of insurers can be
distinguished: “Global” and “Niche” insurers.
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«GLOBAL» INSURERS, «NICHE» INSURERS, CHARACTERISED BY

CHARACTERISED BY: EXPERTISE IN:

* a strong international presence * particular products: Excess of loss, shared

¢ detailed information on very large numbers of excess cover, top-up, single risk (e.g.: AIG, Axa
buyers in their global databases XL, Chubb, Garant, Nexus, Liberty Mutual,

* global capabilities in providing credit Lloyd's, Markel, QBE, Tokio Marine, Zurich
management services etc.)

® certain geographical areas (e.g.: ATI, Cesce,
Credendo, FCIA, ICIC, QBE, Sace etc.)

» different types of risk: political risk, non-
transfer (e.g.: Beazley, Liberty Mutual, Lloyd’s,
Zurich...)

Leading insurers in this category: Atradius,
Coface, Euler Hermes




The trade credit market recorded a slight decrease in
volume in 2020 (between 3% and 4%). This decline is

due to the health crisis and the global recession which
have impacted the turnover of credit insurers, not only
through the contracting of their policyholders’ business,
but also through the impact of the government reinsurance
mechanisms put in place by the different countries. Indeed,
the various government support programmes for insurance
companies include not only a sharing of risks with the States
but also a sharing of premiums.

The fall in volumes was partially offset by an increase

in premium rates by several insurers to reflect a higher
perceived risk.

Turnover of the

9 main insurers
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Atradius has fallen back below
the €2 billion mark in revenues
but had the lowest decline

in activity (-1.6%). A new

CEO, David CAPDEVILA, was

appointed on 1 January 2020.

Coface recorded a 2% drop

in turnover in 2020, which

is mainly due to a negative
currency effect. In February
2020, Natixis, Coface's majority
shareholder, sold 29.5% of the
credit insurer's capital to the
Arch Capital group. Nicolas
NAMIAS succeeds Francois
RIAHI as Chairman of Coface
SA.

Euler Hermes

Euler Hermes' sales fell by 5.4%
to €2.75 billion. The Covid 19
crisis has impacted the activity
of the world leader, notably
due to the decrease in turnover
of its policyholders but also

to the premiums ceded in the
framework of state support
mechanisms (€582m ceded as
of 31/12/2020). Clarisse KOPFF
replaces Wilfried VERSTRAETE
as CEO of the group on
31/12/2020.
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Directly or via fronter partners,
the “Big 3" have a global network
to provide local service to their

assess local risk. Coface has the
broadest network in almost 100

FOOtp rint countries.

11 B i 3 17 policyholders and in particular to
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Volume of
transactions
insured

Total of insured
exposure (EUR bn)
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While 2017 remains an exceptional
year in terms of insured transaction
volumes, 2020 corresponds to an
anticipated drop: the decline in
insured turnover and a targeted risk

withdrawal policy by the insurers
causing insured volumes to fall. In
2021, these volumes are expected to
increase sharply, particularly in North
America and Asia.

Source 1 : ICISA

| | | | | | Source 2 : AU forecast

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Profitability of the
main players (m€)

500 —
With operating results of -73% 200
for Atradius, -32% for Coface,

and -77% for Euler Hermes, the

. : 300 —
impact of the pandemic on the

activity of the three world leaders

. . . 200
is clearly visible, both in terms

of the drop in turnover of the 100 L
insured and the sharing of risks

and premiums with governments N

OPERATING RESULT (M€)
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in certain countries.
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From the second quarter of 2020, many governments
became concerned about the solvency of companies
and their ability to weather the looming crisis.

However, the sometimes-brutal disengagement of the
largest insurers ran counter to the government’s desire
to rely on inter-company credit to get through and
overcome this difficult period. Governments quickly
put in place mechanisms to support the economy,

2017 2018 2019 2020

Covid 19: Focus on economic support mechanisms

some of which were to support the credit insurers with
reinsurance schemes.

In addition to these public measures, credit insurers
have shown more flexibility in supporting their clients:
extension of the time limit for notifying an unpaid
debt, support in reviewing risks on a case-by-case
basis, etc.
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Measure of

sl Net Loss Ratio (claims/premiums) over the last 3 years
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LOSS RATIO (CLAIMS/ 20 L

PREMIUMS) AND NET 0l

COMBINED RATIO (%) ol

Insurers” profitability is 10~

determined by their Loss 0

Ratio (claims/premiums)
and their Combined Ratio
(Loss ratio plus overhead
expenses).
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The theoretical break-even point for this ratio is
70% (above which Insurers consider that their
operations generate a loss).

Net combined ratio over 10 years

- The theoretical break-even
point of the combined ratio
is an estimated 100% (above
which Insurers consider that
their operations generate a
loss).

-> During the subprime
financial crisis, all insurers
were badly impacted by the
increase in company failures
and in the claims paid to their
policyholders. The COVID 19
crisis led to a deterioration

in the combined ratio of
insurers due to the sharing of
premiums with governments
under State reinsurance
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-> With the gradual end of government business support schemes, claims are
expected to rise again this year. Credit insurers are expecting a 20-30% increase in

agreements. claims for the year 2021.
STAFF
600000 564 944
475 000
500000 |-
400000 |
326 214
Productivity ratio Atradius  Coface Fuler 300000 -
Hermes 00000 |
Headcount at 31.12.20 3503 4448 5800
100000 L
Revenue per capita 564 944 326 214 475 000
ROV 0

The headcount to revenue ratio reflects the company’s

productivity.

2018 2019 2020 2018 2019 2020 2018 2019 2020

For the past five years, Atradius has been the
company with the highest revenue per capita.
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@ Atradius
@ Coface
@ Euler Hermes

9 Shareholder

100 %

@ Grupo Catalana
Occidente

50 %

0,54 %

B Arch capital Group
Natixis

@ Employees

@ Floating

Euler Hermes

100 %

@ Allianz

In February 2020, Natixis, Coface’s majority shareholder, sold 29.5 % of
the credit insurer’s capital to Arch Capital Group, a Bermuda-based insurer
listed on the New York Stock Exchange. After this operation, Natixis will
hold only 12.7% of Coface’s capital.

Total potential
exposure (in bné)

As of December 31st, 2020, the total 400
exposures were:

e Atradius at €615bn 400
(-9% compared to 2019)

e Coface at €486bn
(-15% compared to 2019) 0

e Euler Hermes at €824bn

673

569
486

615

950
824

2019 2020 2019

2019 2020

(-13% compared to 2019)

- The main credit insurers have all reduced their
exposure following the health crisis

Ratings

COMPANIES

FINANCIAL

STRENGHT RATINGS

Standard & Poors

Moody's

Fitch

A.M. Best

AlG

COFACE

QBE

CATRADIS
e CREDENDD s IR
LR BRI e S
er IBERTY MUTUAL e I

D ARKEL s SR

ZURICH

A+ outlook stable

AA outlook stable

A+ outlook stable

AA- utlook stable

AA utlook négative
A outlook stable

A outlook stable

A2 outlook stable
AA outlook stable

A2 outlook stable

A2 outlook stable

Aa3 outlook stable

A2 outlook stable

A2 utlook stable

A1 outlook stable

Aa3 outlook stable

A outlook stable

A++ outlook stable

AA- outlook negative

A outlook stable

A+ outlook stable

A outlook stable

A outlook stable
A outlook stable
A+ outlook stable
A outlook stable

A outlook stable

A+ outlook stable

Update: May 2021
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AU GROUP

AU Group supports its clients in structuring, negotiating,
and implementing solution for:

by securing
payment terms,
financing online

transactions

by arranging cover
for all medium-
by pledging trade and long-term by optimising credit
receivables to contracts and management tools
by transferring the | | finance companies investments and techniques
risk to the credit
insurance market

The world’s largest adviser exclusively specialised
in trade receivables matters

O

b 5

Created in 40 ,I OO(y A team of over
1 929 countries independen? 260

staff worldwide

4500 90 o4

clients of insured commercial
transactions

offices

91 rue du Faubourg Saint-Honoré
el /0008 Paris - France
ReeeEEtEil +33 1 42 66 66 46
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DISCLAIMER

Document («the Survey») is published by AU Group for information purposes only. The Survey cannot be considered as providing specific advice. Readers should make their own independent
assessment of this information in order to make their own decisions. The Survey was prepared on the basis of information published by ICISA, insurance companies operating in the credit
insurance market and rating companies. It contains data and estimates made by AU Group based on several assumptions. Although the in\{ormation collected from ICISA, insurance companies,
and rating companies are believed to be reliable, they have not been independently verified by AU Group. AU GroupC?ives no warranty (express or implied) with respect to this information,
regarding the accuracy, completeness or adequacy of this information. AU Group cannot be responsible for any loss or damage resulting in any way from the use of the Survey. In no event will
AU Group, its related companies, partners, agents or employees, be liable to anyone for any decision made or action taken in reliance on the information contained in this study, nor for any
consequential, direct or indirect, damages. Unless otherwise stated, any views, forecasts and estimates are those of AU Group as at 31/05/2021 and are subject to change without notice. This
document is the exclusive property of AU Group. It cannot be used, reproduced, represented, modified or communicated in any other format without the prior and express permission of AU
Group. This document is not intended to be distributed in any jurisdiction in which tﬁis would be prohibited.

www.au-group.com
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