
The year of  
uncertainty: 
Trade Credit’s outlook  
for 2017

Uncertainty throws up a number of 
issues for businesses, including reduced 
confidence from investors, shortfalls in 
funding and in extreme cases, collapse.  

In this article, Arthur J. Gallagher‘s Trade Credit 
team discuss the key economic uncertainties facing 
businesses in 2017 and  how Trade Credit cover 
can provide assurance for businesses seeking to 
navigate through these demanding times.



Low growth can be attributed to a combination of factors: the 
uncertainty around the UK’s exit from the EU, the instability 
surrounding the Pound (the real effective exchange rate declined 
by -12% since June) and a wave of withheld trade as Donald 
Trump becomes president.  
 

Despite strong growth in the first half of this year and resilience 
in the aftermath of the Brexit vote, these factors are pushing 
input prices higher and margins lower – putting enhanced 
pressure on businesses. This uncertainty is already having a 
negative impact on investment, with capital flows and mergers 
and acquisitions down 50% after the Brexit vote.  

LOW GROWTH IS HERE TO STAY
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Even some of the  more resilient companies struggled in 2016, 
with a 45% surge in in the number of major bankruptcies. This 
was sustained by a growing trend for sudden and unexpected 
large insolvencies that are hard to anticipate. In 2017, the 
UK is forecasted to be the only major European country to 
see a sizable increase (+5%) in bankruptcy cases. This will 
lead to problems for companies’ supply chains and customer 
base if they are particularly reliant upon a small number of key 

companies for trading, potentially leading to the domino effect 
often seen when a significant insolvency occurs in a sector. 
It’s not all doom and gloom however, as growth of 1.6% across 
the Eurozone will provide an opportunity for exporters. This 
growth is caused by an increase in household consumption – 
driven in part by increased employment as well as decreased 
prices1.  
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INSOLVENCY RATES ARE ON THE RISE

1 Source: www.eulerhermes.com/economic-research/blog/EconomicPublications/insolvencies-the-tip-of-the-iceberg-economic-outlook-dec16.pdf

2 Source: http://www.swissre.com/library/Global_insurance_review_2016_and_outlook_201718.html
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Throughout 2016 we saw dramatic changes across western 
democracies with the election of Donald Trump, Brexit and 
growth of populist parties in Europe. This trend could be 
continued in April in France with a tight race being run in the 
presidential election. The UK is also stepping into the unknown 
in 2017. Whilst the prime minister has declared negotiations 
to leave the EU, the recent Supreme Court Ruling could cause 
additional delays. Questions remain over the possible and likely 

outcomes of the negotiations resulting in uncertainty in the UK, 
Europe and wider afield. 

This political uncertainty also spells bad news for the Eurozone 
with member states keen to prevent further anti-European 
sentiment taking hold3. While it can be tough to make any 
predictions about what the following months will hold, it is a fair 
assumption that while there is uncertainty there will be financial 
instability. 

With low growth, fluctuating currency and a reluctance to invest 
in the UK while Brexit is under negotiation it is not unexpected 
that costs have risen. Energy prices are continuing to increase 
– with a rise of 5% predicted in 20174. Yet it is the cost of 
imported goods and materials which are having a noticeable 
impact on businesses – the cost of which has leapt by 12.2% 
in the last twelve months across the supply chain with sterling 
being devalued5. These higher costs for imported materials have 
pushed up prices6 – with everything from fuel to technology 
affected. 

With so much uncertainty surrounding the coming months, 
businesses need to take practical steps to ensure they can 
adequately cope with future challenges. Yet how their key 
stakeholders prepare themselves to overcome such challenges is 
out of a business’s control. This is a vulnerability they cannot be 
prepared for, with little visibility on the risks their customers are 
facing, and no way to foresee what’s further downstream in the 
supply chain and could ultimately impact upon them.

POLITICAL UNCERTAINTY – WHAT COULD IT MEAN? 

COSTS ARE INCREASING LOW GROWTH IS HERE TO STAY

INSOLVENCY RATES ARE ON THE RISE

3 Source: https://atradius.co.uk/reports/global-economic-outlook-november-2016.html

4 Source: http://www.telegraph.co.uk/bills-and-utilities/gas-electric/falling-energy-prices-this-is-the-best-way-to-take-advantage/ 
5 Source: http://www.independent.co.uk/news/business/news/uk-inflation-falls-pound-value-crash-consumer-price-index-a7418141.html 
6 Source: https://www.ons.gov.uk/economy/inflationandpriceindices/bulletins/producerpriceinflation/dec2016 

• Other EU countries seeking referendum
• Populist parties gaining influence

SUB-OPTIMAL POLICIES

• Increased trade restrictions
• Increased regulatory fragmentation
• Lack of structural reforms

FINANCIAL MARKET  
VOLATILITY

• Brexit (short to medium term)
• French elections
• New US administration
• Greek debt crisis

POLICY UNCERTANITY
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You can’t control the economy and you can’t negate 
uncertainty but you can protect yourself against 
undue risk. That’s why in 2017 you’ll need to 
be resilient and that’s where we can help. Trade 
Credit Insurance protects you against the effects 
of bad debts arising from a customer or supplier’s 
insolvency, protracted default or as a consequence of 
a political event. 

Due to the factors covered in this article, it is clear 
that in 2017 some businesses will face insolvency.  
By securing Trade Credit cover, you are protecting 

yourself from the domino effect that can be created 
by the insolvency of a supplier or customer. 
Plus, a robust Trade Credit policy puts you at a 
competitive advantage, reducing the risk to potential 
investors and helping to foster trade with exporters in 
areas of the world where non-payment may pose a 
problem. 

While many of the hurdles you will face in 2017 will 
be outside the control of your business, you are not 
powerless. 

ARTHUR J. GALLAGHER: OUR CONCLUSIONS

Would you like to talk?
For more information on Trade Credit Insurance, contact David Marchant: 

T:  +44 (0)207 204 6142
M: + 44 (0)77 854 26061
E:  David_Marchant@ajg.com 

You can also find out more information on the Arthur J. Gallagher International website:  
www.ajginternational.com/expertise/trade-credit-insurance 


