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EH at a glance 
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Trade Credit: Key Facts 
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* Global Insolvency Index 2018f = 95 
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Past dues 

Average past dues amount : A loan payment that has not been made as of its 

due date. 

 

China in 2nd position (-10%) 
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Non-payments 

Average non-payment amount : Failure to pay an amount of money that is 

owed. 

 

China has highest increase +122% 
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Insolvencies 

(Insolvency is when a company, business, or individual, cannot meet their 

financial obligations with lenders when debts become due) 

Insolvencies by country 2018 forecast 
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Over the full year, we expect bankruptcies to decrease by -1%. In 2018, 

insolvencies will continue to rise in China (+10%) - after a significant pick-up in 

2017 (+35%) 
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Collecting in China (1) 
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The insolvency framework is complex, with 

liquidation as the default procedure. 

As enforcement results are poor, amicable or 

non-litigation collection is the preferred option. 

The court system is complex and suffers from 

a lack of transparency, delays and high costs.  

There are no restrictions on business owners 

starting new businesses after shutting down 

another without settling debts. 

Euler Hermes obtains financial information also 

from Chinese Credit Research Companies 

which cross-verify data originating from, among 

other sources, the State Administration for 

Industry and Commerce (SAIC). 
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Collecting in China (2) 
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Amicable action (Negotiating). The key to amicable collection in 

China is expertise in the market and knowing what can be 

leveraged to draw the debtor back to negotiation as dunning letters 

are not very effective.  

Legal action (Ordinary Proceeding). If the debt is undisputed, it is 

possible to start a pre-court procedure (law no. 189) requesting a 

Payment Order from the Basic People’s Court. If the debtor brings 

a counterclaim, the case must be dealt with through ordinary 

court proceedings.  

How long could legal action take? By law, 6 months from the 

acceptance of the case by the court but in practice, it can reach 

two years or much longer when a foreign party is involved. 

How much could this cost? Legal and enforcement costs  from 2% 

to 15% of the claim. Court fees will be charged when filing petition, 

while the rate is from 2.5% to 0.5%. 

Any alternatives to legal action? Arbitration increasingly helps to 

solve disputes but sometimes remains unreliable due to the lack of 

reliability of some domestic courts. Disputes tend to be resolved 

through a foreign forum. Subjecting the contract to Hong Kong 

law could therefore seem preferable and also applying Swiss 

business law in contracts is sometimes recommended as it is 

perceived as being neutral. 
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