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* After 90 minutes. Comparison of Atradius credit risk situation/business performance outlook for the

industry (Ranking from one ball (very poor) to five balls (very good)
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Squad performance for the tournament - check

German retail trade industry

2016f 2017f

Country
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Italian retail trade industry

2015 2016f 2017f

GDP growth

Retail trade sector value
added growth (%)

very high

Sources: IHS, Atradius

Smaller players continue to struggle

According to the German Statistics Office, non-food re-
tail turnover increased 3.0% year-on-year in 2015, and
further growth is expected in 2016. German consumer
durables retail benefits from the country’s robust eco-
nomic performance, with household consumption ex-
pected to grow 2.1% in 2016 following the 1.9% growth
registered in 2015.

In all German consumer durables retail segments a con-
centration process is on-going, with a few large retail
chains generating the majority of sales. Therefore, small-
er and mid-sized retailers are still struggling to cope with
the fast growing market leaders. At the same time, they
are facing additional pressure from online retailers. The
best way for smaller retailers to survive in this very com-
petitive market is to join a large purchasing association.

Price transparency, made available to consumers by on-
line retailers, maintains pressure on margins along the
whole value chain.

Average retail trade sector growth
over the past 3 years (%)

Level of competition

very high

Just a modest rebound - in contrast to
the Squadra Azzura

It is expected that Italian consumer durables retail will
grow modestly in 2016, as private consumption is fore-
cast to increase 1.2% after growing 0.9% in 2015. Both
demand and profit margins are expected to remain sta-
ble.

Competition in the consumer durables retail sector is
very high, and this is leading to market adjustments:
weaker players with poor financial strength have dis-
appeared while some businesses chose to merge with
their peers in order to survive. The on-going concentra-
tion process is expected to continue until a new balance
is reached in the market (compared with many other
EU countries, Italian retail businesses are, on average,
small). The share of online sales is increasing further.




Players to watch

Germany

®  According to the research institute GfK, in

2015 sales of large electric domestic ap-
pliances increased 4.4%, to EUR 8.7 billion,
while sales of small electric domestic appli-
ances rose 9.9%, to EUR 4.2 billion. GfK ex-
pects sales growth of those items to continue
in 2016, due to low inflation and decreased
fuel prices as well as a robust job market.

For the furniture segment, the German as-
sociation of furniture industries BVDM re-
corded a turnover increase of 4.2% in 2015,
reaching EUR 32.6 billion. Sales of more than
EUR32 billion are also expected in 2016.

Italy

® In the household appliances segment a
modest rebound was registered in 2015,
partially sustained by some public incen-
tives for the replacement of white goods.

Textiles sales just levelled off in 2015 com-
pared to 2014.
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®  The furniture subsector has suffered year-
ly declines until 2014, despite decreasing
sales prices (down 40% over the last six

v years). Arebound started in 2014, but is still
insufficient.
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"W, ® Special attention is paid to fraud issues in

x%) the electronics retail segment, with some
_small businesses reporting very good fi-
““nancial results while the performance is not
i{n line with the industry trend.
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Major strengths and weaknesses

German consumer durables
retail industry

Strong competition for brick-and-mortar
from e-commerce

Highly dependent on consumer
sentiment

Smaller players are generally more
exposed to risks due to larger players
dominating the market

Italian consumer durables
retail industry

Smaller players often lack the critical
mass for long-term survival

Highly competitive environment

Increasing pressure from the
e-commerce segment




Fair play ranking:
payment behaviour and insolvencies

German consumer
durables retail industry

In general, payment terms in the consumer durables
retail segment range from 30 days to 60 days, how-
ever they can extend to more than 120 days depend-
ing on the market power of individual retailers.

Payment behaviour in the German consumer dura-
bles sector has so far remained both good and sta-
ble, and we expect no major changes, as the general
outlook for all subsectors is positive.

The sector’s insolvency level is low, and no increase
is expected in 2016.

When businesses cannot pass on increased costs to
customers/consumers or compensate for this with
savings elsewhere, they might demand extended
payment terms.

Italian consumer durables
retail industry

®  Payment terms generally range from 60 to 90 days.

®  Payment delays decreased in the H2 of 2015, but
have levelled off since then.

® Insolvencies have not increased in 2015, and are ex-
pected to remain stable in 2016.
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Disclaimer

This report is provided for information purposes only and is not intended as a recommendation
or advice as to particular transactions, investments or strategies in any way to any reader. Read-
ers must make their own independent decisions, commercial or otherwise, regarding the infor-
mation provided. While we have made every attempt to ensure that the information contained
in this report has been obtained from reliable sources, Atradius is not responsible for any errors
or omissions, or for the results obtained from the use of this information. All information in this
report is provided 'as is’, with no guarantee of completeness, accuracy, timeliness or of the re-
sults obtained from its use, and without warranty of any kind, express or implied. In no event will
Atradius, its related partnerships or corporations, or the partners, agents or employees thereof,
be liable to you or anyone else for any decision made or action taken in reliance on the informa-
tion in this report or for any consequential, special or similar damages, even if advised of the
possibility of such damages.
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If you've found this report useful, why not visit our website www.atradius.com,
where you'll find many more Atradius publications focusing on the global econ-
omy, including more country reports, industry analysis, advice on credit man-
agement and essays on current business issues.

On Twitter? Follow @Atradius

Connect with Atradius
on Social Media

You

@atradius Atradius atradius

Atradius N.V.

David Ricardostraat 1 - 1066 JS Amsterdam

Postbus 8982 - 1006 JD Amsterdam
The Netherlands
Phone: +31 20553 9111
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