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GENERAL TRENDS



The COVID-19 Stress Test: 
Impact and response of the 
export credit insurance 
industry

• Every credit insurers business has been impacted, commercial ones and ECAs, specific measures have 
been introduced, both to manage the immediate impact (claims) and expectations for the future 
(structural changes). 

• 100% of Berne Union public members reported COVID support measures implemented, in particular 
increased vigilance and risk management. The response measures, while highly specific to the 
circumstances of the individual insurer and the profile of their business, can be characterised as targeting 
the following broad risk areas:

Supporting policyholders – including waivers 
Protecting industries – with targeted support, payment holidays and broad debt rescheduling for the most 
vulnerable industries or obligors (in the case of the DSSI)
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• Measures have proven effective in their main objectives: Slowing or preventing huge defaults in the 
immediate wake of the crisis; maintaining access to finance and liquidity for exporters and supporting 
the most vulnerable sectors.

• The majority of these measures are adjustments designed to either speed up the processes of the 
insurer such as claims handling, or reduce the burden on the insured (deadlines and documentation 
requirements). Flexibility between insurer and insured, but most importantly flexibility between insured 
and buyers, allowing the proactive risk management of all parties to prevent unnecessary contagion and 
escalation of credit risks.

Risk Management is 
tantamount: immediate 
attention to continuity, 
mitigation and engagement
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• Some of the ‘other’ soft measures introduced include crisis support, assistance identifying new, free 
access to collections support etc.

• The peculiar circumstances of this crisis entail that, to some extent, the normal rules of credit and 
country risk no-longer apply. ECAs need to direct capacity to supporting viable risks, while continuing to 
exercise prudent underwriting.

• This is reflected in the survey data by reports from the majority of members that they are reducing 
limits for individual sectors, countries and counterparties, even while increasing risk appetite overall.

The measures with greatest 
utilisation: payment deferral, 
extensions & restructurings

Claims due to COVID have not made a significant impact so far – these are likely to materialise through the first half of 2021 and beyond
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• It’s not unreasonable to conclude that the various support measures introduced by ECAs, and 
governments more widely, have also played a role in preventing an early avalanche of claims.

• Members do note an upward trend of notifications of potential claims, overdue debts and pre-
claims situations, especially within short term enterprise and primarily from sectors worst affected by 
lockdowns .

• Overall, the consensus is that while claims are coming these will only really become visible in early 
2021 as the cycle takes time to play out – particularly while support measures remain in place to defer 
this. In the meantime, the current flow of protracted defaults will likely reach a peak around the end of 
2020.
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Recoveries by Region
2019-H1 $1,634.7   2019-H2 $1,405.1   2020-H1 $784.9

2019-H1 2019-H2 2020-H1

Too early to assess the final impact 
of COVID on credit insurance claims, 
not least because it is still too early 
to know how quickly the pandemic 
itself will come under control
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TOUR D’HORIZON: INSOLVENCY RELATED COVID-19 MEASURES

• Many governments worldwide have composed unprecedented packages of legal and regulatory support measures in order to avoid 
unnecessary corona-related bankruptcies:

• Often the duty to file for insolvency proceedings based on over-indebtedness / inability to pay has been suspended.

• In several jurisdictions, creditors are limited in their ability to file for bankruptcy. petitions by creditors are simply not processed for a 
certain period. creditors are limited in their options by adjusting the requirements for bankruptcy. 

• Other countries have granted debtors more general respite possibilities, for example by giving the debtor the legal authority not to fulfill 
certain obligations or by limiting the possibilities of recovery of creditors. A moratorium can be established automatically - after judicial 
intervention - or with the approval of (a qualified majority of) creditors

• Directors’ obligations in the vicinity of insolvency are relaxed in order to prevent directors from filing for bankruptcy too early. the 
obligation’ to file for bankruptcy may have been temporarily suspended, or a special safe harbor has been introduced. 

• Although the measures vary widely, some important similarities can be identified: Almost every measure requires a causal relationship 
between COVID-19 and the financial difficulties. In addition, some measures require a viability check and a prospect of improvement of 
the financial circumstances. 
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NOT TO BE FORGOTTEN … BANKS
• Meanwhile, some bank regulators have postponed the implementation of certain Basel III standards 

(provisioning), in an effort to support ongoing lending during the crisis.

• The absence of a wave of bankruptcies may well be explained by for example, several banks have 
announced that they will grant a six-month extension of repayments to companies and a COVID-19 
arrangement has been made in some sectors (e.g. aviation, cruise ship operations, tourism).

• These measures represent significant risk moderating factors that have already delayed immediate 
impact, and may reduce future damage. But indications are a rapid increase in the risk of default 
through 2021 and 2022. 

• We therefore expect an associated steep increase in claims for credit insurers due to loan defaults.
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SUMMARY
• Credit insurers should take the necessary measures to avoid learning about insolvency proceedings of 

their obligors’ because, as a cross border risk taker, there is the risk of being too late for fair treatment.

• Courts have also announced that they will take into account the corona crisis in the handling of 
bankruptcy petitions. 

• The role of insolvency law in this crisis is twofold: As soon as there is any prospect of normalization, 
insolvency law should accommodate effective restructuring of viable companies and efficient 
liquidation of non-viable companies. 

• It is worth noting that, although most companies currently facing difficulties are likely to reference the 
impact of COVID, this is not always the determining factor. Some sectors were struggling even before 
the crisis and the more precarious economic environment will continue to expose underlying 
weaknesses, regardless of the course of the pandemic. 
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RECOMMENDATIONS
• Don’t be deceived – while patience to help clients through this cycle is a virtue, pro-activity is 

tantamount to achieve equality with local senior creditors but also to avoid claims.

• Avoid the risk of being too late and being confronted with whatever decisions and measures other 
senior creditors, who are closer to the obligor, have already initiated.

• If you haven’t started yet with digitisation of the claims process, start collecting all the transactional 
logistics data you would typically only ask for after a claim has been filed:

• You and your policyholder will sleep better: you are both reducing operational risk
• Once things turn sour, you are ready with watertight documentation for the receivable you insured. This is not 

about stressing stretched parties: you are future-proofing your service proposition and reduce your potential 
losses.

Working with 35-40 export credit insurers at any given time, Recovery Advisers is ready to advice you on 
best practices.
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FORCE MAJEURE



FORCE MAJEURE
• A European ECA in March 2020:
• The Government’s export credit guarantees are an important element of risk management for export-oriented 

companies. In times such as these, however, they are gaining additional importance for exporters because even long-
standing and solvent customers can suddenly face payment difficulties, through no fault of their own, as a result of the 
corona crisis. 

• With its export credit guarantees, the Government offers you extensive protection as the risk of default is largely 
transferred to the Government. In practice what this means is that if your customer is unable to honour its payment 
obligations, the Government will step in. Whether your foreign customer is still obliged to pay despite the corona crisis 
depends largely on what is stipulated in the applicable contract. If, for example, your customer can rely on a force 
majeure clause to terminate the contract, it will no longer be under any obligation to pay.

Consequently, we recommend that you check your contracts to see what they say:
- How are the risks of unforeseen events occurring during the performance of the contract distributed?
- Are there any rights of termination?

- Do you bear the procurement risk if your subcontractors are unable to deliver on time due to unforeseen circumstances or 
do you yourself have the right to terminate the contract in order to prevent contract bonds from being drawn on?
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ICC FORCE MAJEURE 101 & COVID-19
It is strongly recommended that careful attention is paid to the applicable contractional clauses, 
and professional advice is sought when drafting trade agreements. 

Even where a trade finance transaction is made subject to ICC rules, depending on the 
applicable law, it will require a court or tribunal with jurisdiction, or a government or regulatory 
authority to make a decision as to whether an event of force majeure is to be declared. In the 
event of such a decision being taken, it must be communicated to all parties in the transaction. 

Whereas, we have observed numerous cases where importers unilaterally declared 
Force Majeure.  

However, if the performance of an obligation or act is not impossible, but has only become 
more difficult, complex or expensive, the force majeure provision in ICC rules may not be 
triggered.
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ICC FORCE MAJEURE 101 & COVID-19
It remains the core purpose of the ICC rules—and of industry practice—to facilitate and enable good-faith trade, and it is 
clear that the continuing flow of trade is critical during the COVID-19 pandemic. Accordingly, all parties are encouraged to 
continue to interact on this basis and to leverage rules as well as sound commercial practice to find solutions to the current 
situation. Any changes to the mode or location for the delivery of goods, documents, or any alternate solutions for the 
handling of a trade finance transaction subject to ICC rules will require the express agreement of the parties to the relevant 
undertaking. It is advisable that the terms and conditions of that solution are clearly documented to avoid any potential 
dispute(s) at a later date. 

It should not be forgotten that a very simple way to resolve most issues is to encourage and promote dialogue between the 
commercial parties, as well as between parties indirectly involved, such as Export Credit Agencies, to negotiate the 
necessary amendment(s) during a crisis like Covid19. Any such solutions should be transparent and straight forward. It can 
be defined simply as “what is in my control?” and “what is not in my control?”. For the latter, it is then an additional 
question of “what do I need to do to bring it under my control?” 
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COVID-19 IMPACT ON CLAIMS & RECOVERIES
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WHAT DO THE NUMBER SAY?



YOY CLAIMS / COUNTRY 
2018-2020*

• UAE: 34.2% increase in 2020.
• UAE: 17.2% increase relative to 2018.  

• Egypt: 19.1% increase in 2020. 
• Egypt: 47.3% increase relative to 2018. 

• Saudi Arabia: 11% decrease relative to 2020. 
• Saudi Arabia: 35% decrease relative to 2018. 
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Claims per Calendar Quarter
62%

39%

-14%-24%-9%
-18%

12%

DNA
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RECOVERIES – TRENDS AND PATTERNS

Claims
• Primary reasons for claims

• Protracted defaults. 
• Breach of contract (delivery/non-

receipt). 

Recoveries
• Minor disruption to existing 

restructuring and repayment 
schedules. 

• Decline in recovery velocity 
(sluggish recoveries) in new 
claims.  
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IMPACT ON OPERATIONS



AMICABLE RECOVERIES 
• Logistical disruptions:

• Meetings, surprise visits, on ground investigations, travel limitations. 

• Disruptions within debtor’s operations: 
• miscoordination between debtor’s staff, management’s absence, supply-chain disruptions. 

• Disruption within the banking sector: 
• Introduction of limitations on deposits, closing branches, etc.). 

• Disruption to RA’s operations. 
• Due to early digitization ([almost] entirely paperless operations), and local presence, 

disruption was minimal on RA’s operations. 

Am
an U

nion 11th AG
M

 -Virtual M
eeting -14 Decem

ber 2020

23



JUDICIAL RECOVERIES - KSA
• Mid-March 2020 courts started adjourning cases by four months due to 

COVID-10. 

• Online proceedings started gradually as of end-June. 

• Enforcement courts were fully operational online. 

• Not all public services were available when courts started online 
operations. Super-legalization of powers of attorney was not possible. 
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JUDICIAL RECOVERIES - UAE
• 23 March 2020 to 16 April 2020 all activities were halted. However, 

shortly thereafter, court activities resumed through the already-existing 
online applications procedures and newly introduced virtual / remote 
proceedings. 

• Most public services were available and offered online (including online 
notarization of documents). 

• The existing technological infrastructure proved very useful and effective 
in absorbing the COVID-19 shock. 
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JUDICIAL RECOVERIES - EGYPT
• Mid-March 2020 courts administrative staff were given three-days leave 

per week; later increased to four days leave per week. 

• Hearings were adjourned by four months. 

• July 2020 hearings resumed, however at reduced capacity. Am
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FORCE MAJEURE 
• Almost all laws in the Arab World allow courts to review / revise 

contractual obligations in light of unforeseen changes (e.g., force 
majeure). 

• The following situation arose: 
• Goods delayed or confiscated by customs due to COVID-19 measures. 
• Outlets becoming inaccessible (shops shut due to curfew). 

• Despite the relative strength of such arguments, courts were still 
reluctant to alter the contractual obligations of debtors. 
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OBSERVATIONS & OUTLOOK
• Very limited new MLT and PF claims. 

• Some debtors are reacting positively, and aim to overtake competitors, 
and therefore proactively settling outstanding debt. 

• We expect a fragile recovery, with the following risks being observed:
• Inflation and impact on true (consumer) demand.
• Oil price volatility and impact on public spending. 
• Weaker USD (especially for GCC debtors). 
• Potential global markets assets bubble bursting. 
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RECOMMENDATIONS



EXAMINATION OF DEBTORS’ BUSINESS
• Thorough financial analysis and understanding of the debtor’s value-

creation / cashflow cycle is a must. 

• Decisions must be made on a case by case and sector by sector basis. 

• Heavily leveraged debtors are particularly vulnerable in the foreseen 
fragile recovery period. 
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COLLATERALIZATION & INSOLVENCY MEASURES
• Make use of newly available collateralization (security) laws (e.g. UAE Law 

No. 20 of 2016). 

• Be prepared to commence legal action quicker than normal. 

• Be prepared to take swift measures to secure your exposure and consider 
resorting to newly available bankruptcy/insolvency laws. 
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WHAT WE ARE CLOSELY WATCHING



DEVELOPMENTS WE ARE CLOSELY WATCHING
• Overheated asset markets, general deterioration in asset quality (risk 

class/price/value) and potential impact of an asset bubble (a repeat of 2009?). 

• Projects and public spending in the GCC and Egypt. 

• Demographics and consumer spending power in the GCC. 

• Increase or introduction of new taxes?

• Impact of strengthening CYN and weakening USD on Asia-Pacific trade credit. 
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STAY SAFE!
www.recoveryadvisers.com – Amsterdam | Dubai | Cairo | Riyadh | Singapore
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