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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.

Copyright Atradius N.V. 2016
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Challenges and
opportunities

The 2016 and early 2017 outlook for the machines/engineering
industry in most countries covered by this Market Monitor issue
is ‘Good’ or ‘Fair’. However, the sector is highly sensitive to chang-
es in the priorities and budgets of end-market customers and is
highly exposed to international challenges, such as geopolitical
uncertainties and volatility in worldwide economic conditions,
including the weakening of commodity prices. At the same time,
earnings of machines/engineering businesses from developed
markets are increasingly squeezed by competition from emerg-
ing markets, especially in the lower value-added product seg-
ment.

Opportunities remain for machinery businesses developing new
offerings and technologies and those adapting or modifying ex-
isting technologies. More specifically, growth opportunities are
to be found in smarter products and the Internet of Things, i.e.
products with embedded sensor technologies. If capitalized and
managed correctly, these innovations can support productivity
progress by allowing companies to more actively monitor and
optimize plant, asset and supply chain performance.
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Czech Republic

® Margins of businesses have increased
® Performance varies across subsectors
® Payments take 30 to 60 days on average

Overview

significantly

Credit risk assessment P———

Trend in non-payments over
the last 6 months

Development of non-payments
over the coming 6 months

Trend in insolvencies over
the last 6 months

Development of insolvencies over
the coming 6 months

Financing conditions very high

Dependence on bank finance

Overall indebtedness of the sector

Willingness of banks to provide
credit to this sector

significantly

Business conditions improving

Profit margins: general trend
over the last 12 months

General demand situation (sales)

The Czech machines/engineering industry continues to benefit
from the solid performance of the Czech economy, which grew
4.3% in 2015 and is expected to increase 2.4% in 2016 and 2.7%
in 2017. The currently growing domestic automotive industry is
a main customer for machines. Additionally, machinery demand
from the construction sector has picked up again. The very ex-
port-oriented Czech machinery industry also benefits from the
recovery in the Eurozone and a stable koruna-euro exchange
rate. The appreciation of the US dollar against the koruna helps
machinery businesses when exporting to overseas markets.

Higher demand and the decrease in commodity prices has led
to increased margins over the past 12 months. Machinery com-
panies’ equity is above the average of all manufacturing sectors.
While dependence on bank finance is average, banks are positive
about the sector in general, providing enough liquidity.

atradiusmarketmonitor

significantly

improving stable deteriorating deteriorating
high average low very low

significantly

improving stable deteriorating deteriorating

Source: Atradius

However, performance varies across machinery subsectors. As
mentioned above, the outlook for manufacturing machines is
positive, and the agriculture machines subsector benefits from
increasing demand and better financial results of customers in
the agro-business segment.

That said, machinery businesses depending on exports to Rus-
sia face cash collection problems and have to compete on new
markets. At the same time, machinery producers dependent on
energy and mining and the power engineering sectors continue
to face difficulties.

On average, payments in the Czech machinery/engineering sec-
tor take between 30 days and 60 days, depending on the seg-
ment. Sometimes prepayments are needed if special tools are
manufactured. The level of protracted payments is high, often
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Czech Republic: Engineering sector

2015 2016f 2017f
GDP growth (%) 43 2.4 2.7
Sector value added
growth (%) 51 34 2.8
Sector share in the national economy (%) 4.2
Average sector growth over the past
3 years (%) 2.5
Average sector growth over the past
5 years (%) 5.7
Degree of export orientation high
Degree of competition high

Sources: [HS, Atradius

due to disputes, long inventory of accounts receivables or pro-
ject delays. Non-payment notifications are not expected to in-
crease in the coming months. The number of insolvencies in the
industry is average compared to other industries, and no major
increase is expected in the second half of 2016.

Our underwriting approach to the machinery sector remains rel-
atively open, depending on the performance of single subsec-
tors. When asked by a client in this sector to assess a buyer’s
creditworthiness, we look at our client’s own trading experience
with the buyer, check the buyer’s key financial figures, distribu-
tion of receivables, creditors and stocks to ensure that they are
within an acceptable range. However, we still pay extra attention
to machinery companies dependent on the construction indus-
try.

Czech machines/engineering sector

Strengths

= Highly competitive environment,
with smaller machinery companies
forced to compete on prices and payment
terms

Weaknesses

Longer cash cycle

Large investments in production
facilities required

Source: Atradius
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France

® Growth in most segments

® Machinery businesses related to farming equipment face troubles

® Overcapacity remains an issue

Overview

significantly

Credit risk assessment P———

Trend in non-payments over
the last 6 months

Development of non-payments
over the coming 6 months

Trend in insolvencies over
the last 6 months

Development of insolvencies over
the coming 6 months

Financing conditions very high

Dependence on bank finance

Overall indebtedness of the sector

Willingness of banks to provide
credit to this sector

significantly

Business conditions improving

Profit margins: general trend
over the last 12 months

General demand situation (sales)

The French machinery sector has continued its rebound that
started in 2014, thanks to stronger growth in industrial produc-
tion and exports. Value added growth is expected to increase
1.3% in 2016 and 2017 after 1.0% in 2015. The machinery sector
should benefit from the economic rebound in France, with GDP
forecast to grow 1.5% in 2016 and 2017, and higher growth of
industrial production and exports.

More than 30,000 businesses, mainly SMEs, are active in the
general mechanical engineering segment (metal forming ma-
chines, equipment, precision machines). Turnover and produc-
tion are expected to increase in 2016 in this main segment as
exports remain buoyant and investments in domestic machinery
pick up.

The export-oriented lifting and handling equipment segment re-
corded a production increase of 6.5% in 2015. Further growth is

atradiusmarketmonitor

significantly

improving stable deteriorating deteriorating
high average low very low

significantly

improving stable deteriorating deteriorating

Source: Atradius

expected in 2016 and 2017 due to further rising exports and a
modest rebound in demand from the French construction sector.

The cooling equipment segment is also expected to benefit from
the recovery in the French construction industry, with margins
and revenues increasing in 2016, driven by sales volumes, while
sales prices are expected to remain stable.

That said, in 2015 machinery businesses related to agriculture/
farming equipment faced a very competitive environment and
decreasing sales and margins, mainly affecting smaller whole-
salers. Both sales and production are expected to decrease fur-
ther in 2016, by 2% and 4% respectively, as farming equipment
buyers will reduce their investments due to lower revenues.

Despite the rebound, overcapacity still remains a concern for the
French machinery sector in the long-term. In this capital inten-
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France: Engineering sector

2015 2016f 2017f
GDP growth (%) 1.2 15 15
Sector value added
growth (%) 1.0 1.3 1.3
Sector share in the national economy (%) 09
Average sector growth over the past
3 years (%) -1.2
Average sector growth over the past
5 years (%) 0.5
Degree of export orientation high
Degree of competition high

Sources: [HS, Atradius

sive industry, financing needs are high. As a result, businesses
in this sector can incur large debts that weaken their financial
structure and overall solvency, putting undue stress on liquidity.
However, in many cases advance payments can improve suppli-
ers’ cash situations, while banks seem willing to lend.

On average, payments in the French machinery sector take 70-
80 days. The level of protracted payments has been low over the
past two years. In 2015 non-payments decreased, and are ex-
pected to level off in 2016. That said, machinery businesses sell-
ing to construction are still affected by the poor payment behav-
iourin this industry. The number of insolvencies in the machinery
sector is relatively low, and is not expected to increase in 2016.

In view of the positive outlook, our underwriting stance remains
open, however, we are still more cautious on machinery busi-
nesses related to the agriculture/farming segment due to the
issues mentioned above.

French machines/engineering sector

Leadership in some key products

Strength S
s Diversity of outlets

Technical knowledge

Good worldwide position (France is the
6th largest world player)

n Structural overcapacity in some

Weaknes/ses segments

High financial needs

Dependency on export markets

Source: Atradius
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Germany

®m High financial resilience of many businesses

® Machinery insolvencies expected to level off in 2016

m The paper/print subsector still faces problems

Overview

significantly

Credit risk assessment P———

Trend in non-payments over
the last 6 months

Development of non-payments
over the coming 6 months

Trend in insolvencies over
the last 6 months

Development of insolvencies over
the coming 6 months

Financing conditions very high

Dependence on bank finance

Overall indebtedness of the sector

Willingness of banks to provide
credit to this sector

significantly

Business conditions improving

Profit margins: general trend
over the last 12 months

General demand situation (sales)

The German machines/engineering sector is a backbone of the
German economy, accounting for 3% of GDP, and order intake in
the machines segment is a good indicator for the development of
German manufacturing as a whole. German machinery/mechan-
ical engineering production increased 0.8% in 2015 and 0.2% in
Q1 of 2016.

Many German machinery companies are world market leaders
in their individual segments. The general outlook for 2016 and
2017 remains positive, with many businesses recording high or-
der backlogs, especially in segments that provide machines to
the automotive industry. The business sentiment of shipyard-re-
lated machinery builders’ has increased due to increased orders,
especially for cruise and special vessels. After a market consoli-
dation in recent years the solar-related machinery segment has
finally rebounded.

atradiusmarketmonitor

significantly

improving stable deteriorating deteriorating
high average low very low

significantly

improving stable deteriorating deteriorating

Source: Atradius

In 2016 turnover is expected to increase 0.8%, mainly driven by
exports. That said, due to its high export ratio of more than 75%,
German machinery performance is highly dependent on demand
from abroad, and therefore susceptible to certain risks (deterio-
ration of the global economy, rising geopolitical risks, exchange
rate volatility and shipping costs).

The industry is characterised by high investments (IT and equip-
ment) and increased labour costs. Machinery businesses” equity
ratio is higher than the German industry average, as necessary
investments can often be financed by own resources (cash slow,
shareholder and/or mezzanine loans). Due to this, many ma-
chinery businesses are not excessively reliant on bank finance,
and bank indebtedness is rather low. Given the positive net cash
position and the current low cost of financing, many machinery
businesses have the opportunity to further strengthen their po-
sition via cash and debt-financed acquisitions.
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Germany: Engineering sector

2015 2016f 2017f
GDP growth (%) 17 17 1.5
Sector value added
growth (%) 1.0 0.8 14
Sector share in the national economy (%) 31
Average sector growth over the past
3 years (%) 0.6
Average sector growth over the past
5 years (%) 3.0
Degree of export orientation very high
Degree of competition average

Sources: [HS, Atradius

Margins are relatively high, especially in niche segments. How-
ever, margins have come increasingly under pressure in recent
years due to rising competition, especially from China. In the
global market, Chinese machinery builders are increasingly ca-
pable of producing high quality machines, forcing German busi-
nesses to compromise on price.

Most machinery exporters with a strong focus on Russia were
able to at least partly compensate declining revenues by increas-
ing exports to the EU, the US and Asia, thereby limiting their profit
losses. However, some smaller players dependent on trade with
Russia, who already had financial difficulties before the Ukraine
crisis, are now facing more troubles.

Compared to other German industries, the machinery/engineer-
ing sector’s payment behaviour and default/insolvency rate is
still good. The amount of non-payment notifications is expected
to remain low, and insolvencies are expected to level off in 2016
after decreasing in 2015.

10

Given the general financial strength of Germany’s machinery
businesses, our underwriting approach remains generally re-
laxed. We still need to see financial data such as balance sheets,
quarterly reports, forecasts and bank commitments when as-
sessing the creditworthiness of buyers in the sector and will
sometimes recommend that our clients impose retention of title
or other forms of security.

That said, machinery businesses involved in the paper/print sub-
sector face more structural problems, as society in general be-
comes more and more ‘digital’. This shift has resulted in shrink-
ing profit margins, and many companies are still restructuring
to adjust their production to customer needs. Another segment
with difficulties remains textile machinery, but this subsector
represents only a minor share of the German machinery industry.
German agricultural machinery producers have encountered dif-
ficulties following high investments in Russia and Ukraine prior
to the conflict.

German machines/engineering sector

Strengths

n Susceptible to economic/political
deteriorations (crisis, sanctions, wars)

Weaknesses

Lack of flexibility

Source: Atradius
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Italy

® Competition remains strong in the domestic market
® Payment duration is about 100 days on average

® Troubles in the oil-industry related to the machinery segment

Overview

significantly

Credit risk assessment P———

Trend in non-payments over
the last 6 months

Development of non-payments
over the coming 6 months

Trend in insolvencies over
the last 6 months

Development of insolvencies over
the coming 6 months

Financing conditions very high

Dependence on bank finance

Overall indebtedness of the sector

Willingness of banks to provide
credit to this sector

significantly

Business conditions improving

Profit margins: general trend
over the last 12 months

General demand situation (sales)

The Italian machines/engineering sector has proved to be rel-
atively resilient during the downturn of Italy’s economic per-
formance due to its export orientation, high specialisation and
added value products in precision mechanics. Both specialisation
and quality have helped to preserve satisfying profit margins for
many (export-oriented) businesses.

However, competition is strong in the domestic market, espe-
cially among small and medium-sized machinery companies
dependent on construction businesses. The still slow domes-
tic investment growth and the weakness of some end-markets
suggest that in some subsectors mainly smaller machinery busi-
nesses remain impacted by lower production. The construction
and road machinery segment performance is still hampered by
weak construction performance in Italy. The earthmoving ma-
chinery segment is highly dependent on public works and there-

atradiusmarketmonitor

significantly

improving stable deteriorating deteriorating
high average low very low

significantly

improving stable deteriorating deteriorating

Source: Atradius

fore exposed to structurally slow payments by public entities. At
the same time, demand for machinery related to the oil and gas
sector is deteriorating.

In contrast, the machinery segment dependent on the manu-
facturing sector continues to benefit from export growth and
from increased demand from the domestic market (e.g. auto-
motive). Larger and more diversified machinery companies and
export-oriented SMEs are expected to improve performance and
cash generation.

Payment duration in the Italian machinery sector is about 100
days on average. Payment experience has been good over the
past two years, and the level of protracted payments is low.
Non-payment notifications have decreased over the last 12
months, and are expected to decrease further in the coming

11
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Italy: Engineering sector

2015 2016f 2017f
GDP growth (%) 0.8 11 1.2
Sector value added
growth (%) 0.6 0.5 15
Sector share in the national economy (%) 2.0
Average sector growth over the past
3 years (%) -1.5
Average sector growth over the past
5 years (%) -11
Degree of export orientation high
Degree of competition high

Sources: [HS, Atradius

months. The number of insolvencies in the machinery sector is
relatively low. Machinery insolvencies have been stable over the
past six months, and are expected to decrease in the coming six

months.

12

Our underwriting approach in 2016 remains generally open,
especially for larger businesses and niche export-focused sub-
sectors (e.g. high precision mechanical works). Those businesses
usually show solid financials and a good liquidity profile. Howev-
er, we are more cautious about companies operating in still diffi-
cult end-sectors (e.g. construction) and which are dependent on
public entities. We closely monitor machinery businesses which
produce components for the oil and gas sector, as investments in
this industry have deteriorated due to lower energy prices.

Italian machines/engineering sector

; High specialisation and technological
S{rengt;w know-how

Export orientation and good

geographical diversification in end
markets

Large engineering corporates, usually
with sound financials

= High number of small companies

\
Weaknesses

Low bargaining power of smaller
businesses

Still fragile domestic economic rebound

Source: Atradius
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Market performance snapshots

Denmark

®m Stable performance, but high input costs

® The agricultural machinery segment faces some troubles

® No insolvency increase expected

The Danish machines/engineering sector is very export-orient-
ed. Some of the larger companies have global footprints in the
production and sale of energy optimisation products (i.e. ther-
mostats, pumps, compressors) and equipment for the global
mining industry. Other subsectors, such as equipment for the
slaughtering/food processing industry and machines for the ag-
ricultural sector are more oriented towards closer markets like
the Nordics, Germany and the UK.

The sector has shown a stable performance over the last 2-3
years. Key success factors for Danish machinery businesses have
been their ability to streamline costs, continued investment in
product development/new technology and expansion to new ex-
port markets. However, structural weaknesses are high energy
and labour costs. Labour costs in the Danish manufacturing in-
dustry are among the highest in the EU.

Danish engineering value added growth is expected to increase

3.4% in 2016 and 2.0% in 2017. The overall performance outlook
for 2016 and 2017 is stable for certain segments, such as ex-

atradiusmarketmonitor

porters of energy optimisation products used in areas such as
heating, cooling, and water treatment. The same accounts for
suppliers to the globally growing wind turbine sector and for
producers of machines for automatisation in the manufacturing
process. That said, the outlook for producers of agricultural ma-
chines is subdued, due to lower investments made in the Euro-
pean farming sector.

Payment behaviour has been good over the last two years and
the number of payment delays, defaults and insolvencies is ex-
pected to remain stable in 2016. Bankruptcies mainly hit smaller
players with high production costs and where restrictive access
to bank financing has put pressure on liquidity. Therefore, we
monitor smaller players more closely, while our general under-
writing stance of this sector is generally open to neutral.

13

FULL REPORTS

SNAPSHOTS

w
@)
=z
<
=
2=
o
I
o
w
o
=
w
==
o
<
=

AT A GLANCE

MARKET PERFORMANCE



S140d3d 11n4

wv
=z
>
0
w
EE)
o
=
w

<
>
X
=
m
—
)
m
X
EY
o
)
<
>
b4
a
m

JDINVIDV LV

AONVINHO4YId LINYVIW

Turkey

Exports to Russia have deteriorated

Banks have become more restrictive to lend

Level of protracted payments is high

The Turkish machinery sector faces some troubles, with sales
under pressure since 2015. Political uncertainty leading to less
capital expenditure and high interest rates have a negative ef-
fect on the industry. In 2015 machinery imports decreased 10%
year-on-year, while exports fell 11.7%, with machinery exports to
Russia even contracting 45%. Turkish machinery exporters de-
pendent on this market may have trouble compensating for lost
market share elsewhere. The same accounts for machinery ex-
porters to Iraq and Azerbaijan due to the political and economic
problems in these countries.

Due to external demand-driven weakness in the textile and gar-
ment industry, machinery sales related to this sector are project-
ed to lose volume in 2016. However, it is expected that positive
developments in the construction and automotive sectors will
support demand for machines.

The decrease in commodity prices like metals helped to sustain
machinery businesses” profit margins, but competition in the

14

A

Turkish machinery market is high due to overcapacity, leading to
price wars. At the same time, Chinese competitors are improving
their productivity, catching up in terms of technology and over-
all quality while maintaining lower costs. However, compared to
many developed markets the Turkish machinery industry still
benefits from lower labour costs.

Turkish machinery businesses with insufficient equity and long
sales terms tend to use more bank loans. However, due to more
volatile political and economic conditions and a high amount of
non-performing loans, bank lending has become more restricted.

Payment duration in the machines/engineering sector is be-
tween 90 days and 120 days on average, and the level of pro-
tracted payments is high. Machinery insolvencies have increased
over the past six months, and are expected to level off in the
coming six months. However, more insolvencies are expected
if the currently difficult economic and political situation should
deteriorate further.

atradiusmarketmonitor



Market performance at a glance

Brazil Q

Belgium

Demand for Belgian machines and engineering businesses is
still affected by the difficulties some major buyer industries
are facing (e.g. construction). In contrast, machinery for man-
ufacturing and agriculture are performing quite well. While
competition is strong, high quality producers usually enjoy a
competitive edge.

In general, the profit margins of Belgian machinery/engi-
neering businesses have remained stable over the past 12
months as companies were able to reduce their cost base. In
the coming months margins are expected to remain stable
or to slightly deteriorate, depending on the level of activity
(order books).

A major issue for the industry is that, in general, banks are
still restrictive in granting financing. Businesses that do not
have access to financing cannot perform in a sustainable
way: gearing has always been high in the machinery sector
due to the required investments.

On average, payments in the Belgian machinery/engineering
sector take around 60 days. Payment experience is average,
and the level of protracted payments has been low over the
past couple of years.

Although still relatively low compared to other industries, the
number of non-payment cases has increased over the past
six months, and this negative trend is expected to continue.
The number of insolvencies in the industry is at a low level,
but slightly deteriorating.

atradiusmarketmonitor

®  The machinery sector remains severely impacted by the eco-

nomic downturn (Brazilian GDP is expected to contract 3.7%
in 2016 after shrinking 3.8% in 2015). The Brazilian business
environment has deteriorated while interest rates, inflation
and exchange rate volatility remain high. The machinery sec-
tor mainly suffers from a massive decrease in public and pri-
vate investments, especially in the construction and oil/gas
sectors as major buyer industries.

Machines/engineering is one of the most leveraged Brazil-
ian industries as it heavily depends on long-term financing
from both the government and banks. Many machines busi-
nesses are highly indebted, due to large investments made
in previous years when businesses expanded. Serving those
debts has become increasingly difficult, mainly due to higher
interest rates and the fact that banks are unwilling to provide
new credit.

Next to demand, profit margins have deteriorated over the
last 12 months and are expected to further decline in H2 of
2016.

Payment behaviour in the machinery sector is rather bad, as
non-payments have increased in 2015 and are expected to
increase further in the coming six months. Due to the credit
crunch generated by high interest rates many businesses are
stretching their payment terms. Insolvencies of machinery
businesses have also increased, and a further rise in business
failures is expected in the coming months.

Due to increasing credit insurance claims, the deteriorated
business performance and increased credit risk, our under-
writing stance is currently restrictive for all machinery sub-
sectors.
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The Netherlands

16

The Dutch engineering sector accounts for 1.5% of the na-
tional economy. Value added growth of the industry is ex-
pected to increase 0.4% in 2016 and 1.7% in 2017.

About two-thirds of the Dutch machinery production is ex-
ported, accounting for 20% of total Dutch export value.
Therefore, the sector is highly susceptible to changes in in-
ternational economic trends and market developments. Par-
ticularly currency fluctuations can affect both demand and
financial results.

The Netherlands is one of the world’s leading countries in
food processing machinery. Total turnover of the Dutch food
processing and packaging machinery industry amounted to
approximately EUR 2.5 billion in 2015. In order to keep up
with the fast changing customer requirements and technol-
ogy, investments in both research and development (R&D)
and qualified workforce are key. On average, 7% of employ-
ees in the Dutch machines/engineering sector work in R&D.

Payment behaviour has been good over the last two years
and the number of payment delays, defaults and insolvencies
is expected to remain low in 2016.

Our underwriting stance is generally relaxed for the industry.
We pay attention to businesses” investment capacity, real-
ized margins, access to funds, order book and dependence
on certain sales markets (especially Russia and China).

g

Sweden

The Swedish machinery sector is highly export-oriented. Its
main segments are automotive (trucks), agriculture and in-
dustrial machines. Currency volatility is a potential risk, as
production costs are accrued in Swedish krona. Domestically,
the largest customer of the Swedish machinery sector is the
automotive industry (e.g. Volvo and Scania).

The industry has shown several years of positive develop-
ment. Sweden’s economic growth has picked up 4.2% in 2015
and is forecast to increase 3.6% in 2016. As a result, capital
expenditures continue to increase. Machinery production is
expected to grow 2.3% in 2016 and 0.9% in 2017.

Due to the benign growth outlook, profit margins of ma-
chines businesses are expected to remain stable in 2016.

The machinery industry faces no particular lending problems
as banks are generally willing to provide loans. Most compa-
nies benefit from the currently low interest rates when ser-
vicing their debt.

The average payment duration in the machinery industry
ranges from 30 to 45 days. Payment behaviour has been
good over the last two years and the number of payment de-
lays, defaults and insolvencies is expected to remain low in
2016.

Due to the good growth prospects and low credit risk our un-
derwriting stance is relaxed for this industry.

atradiusmarketmonitor



United States

The US is the world’s largest market for machines/engineer-
ing, as well as the third largest supplier. Domestic manufac-
turers’ share of the US domestic market amounts to nearly
60%.

Revenues of the engineering services industry rebounded in
2015 after some years of decrease, as greater liquidity in fi-
nancial markets helped to boost spending on new construc-
tion. The US machines/engineering sector recorded a growth
of 1.2% last year.

Construction-related machinery businesses are expected
to benefit in 2016, as US construction starts are forecast to
increase 6%. Infrastructure spending is also expected to ex-
pand. Quality engineering products will remain in very high
demand throughout most industrial segments in 2016.

That said, machinery businesses related to the oil/gas or the
mining segments are affected by lower capital spending on
purchasing machinery and equipment.

In general the dependency on bank financing of this cap-
ital-intensive industry is high, and US banks are principally
willing to provide loans to the sector. The average payment
duration in the US machinery industry is 30 days, however,
payment terms can be longer as capital equipment can car-
ry a higher price tag. Payment experience over the last two
years has been good, with a rather low number of non-pay-
ment cases, and it is expected that these latter will decrease
further in the coming six months.

Compared to other US industries the rate of insolvencies is
low in the machinery sector, and it is expected that business
failures will decrease in H2 of 2016. Due to the benign credit
risk, our underwriting stance for the US machinery sector is
generally open. Some caution is advised on machinery sub-
sectors dependent on the oil/gas and mining industry.

atradiusmarketmonitor
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Industries performance forecast per country

August 2016

Automotive/ Chemicals/ Construction
Agriculture Transport Pharma Const.Mtrls

Austria
Belgium
Czech Rep.
Denmark
France
Germany
Hungary
Ireland
Italy

The Netherlands
Poland
Portugal
Russia
Slovakia
Spain
Sweden
Switzerland

Turkey

c
A

Australia
China

Hong Kong
India
Indonesia
Japan

New Zealand
Singapore
Taiwan

Thailand
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Consumer Electronics/ Financial
Durables Services
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Industry performance
Changes since July 2016

Europe Asia/Oceania
France United Arab Emirates
Agriculture Financial services

Down from Good to Poor

French farmers are negatively impacted by lower grain and dairy
prices, while meat producers suffer from fierce competition
within the European Union.

The Netherlands

Construction/Construction materials

Up from Poor to Fair

The construction sector has rebounded since 2015, with pro-
duction volume expected to increase 4% in 2016, while the
residential building segment is forecast to grow by more than
10%. Major players report increasing turnover and revenues. The
construction material sector should benefit from this positive
outlook. However, the civil engineering subsector’s performance
remains subdued.

20

Down from Good to Fair

In the UAE several financial institutions and financial service pro-
viders have incurred large amounts of bad debts in the recent
past, and their operational performance is expected to remain
subdued in the coming months.
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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 or search #marketmonitor to stay up to date with
the latest edition

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 205539111

info@atradius.com
www.atradius.com


http://twitter.com/#!/atradius
http://www.linkedin.com/company/atradius
http://www.youtube.com/atradiusgroup
http://www.atradius.com
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