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better picture in payment terms
but companies are still cautious
regarding economic prospects

his is the second edition of

Coface’s payment survey in

Turkey, with 586 participating

companies located in the country.

This time, the survey reflects

the private sector’s perception
of payment risks and their economic
expectations, right after the recession that the
economy went into during the second half of
2018. On the payment side, it seems that the
deterioration of cash flows has slowed down
and fewer companies expressed tougher
conditions while making their payments.
In 2019, the average payment term offered
by Turkish companies to their clients stood
nearly at 85 days on the domestic market
and at 69 days on export markets. In 2017,
companies reported that the average payment
term was 108 days (without mentioning
domestic or export markets). The main
reason for this shortening seems to be the
preference for short-term payments instead
of taking the risk of non-payment in the
longer term, after the currency shock of
August 2018. Still, the average payment
period remains long on an international scale.
In Turkey, only 40.5% of surveyed companies
request their export clients that payments
be made within 60 days. On the domestic
market, this ratio falls even lower at 33%.
The ratio stands at 87% in Germany, 65%
in Poland and 44% in China, regardless of
domestic or export markets. On the payment
delay side, we continue to see delays, albeit

www.coface.com/Actualites-Publications/Publications

shorter ones. For Turkish companies, on the
domestic market, payment delays averaged
at 41 days. On the domestic front, almost
half of the companies expect payment terms
to lengthen and increase. This expectation is
also confirmed on the sector level, with very
few sectors expecting payment terms to
be shortened domestically in 2020. Despite
the recent balancing of macroeconomic
dynamics, 44% of companies expect economic
conditions to deteriorate in Turkey. Paper,
pharmaceutical, metals, construction are
among the most pessimistic sectors. Tougher
conditions to access financing and narrower
domestic demand are considered among the
factors that would weigh on the payment
capacity of companies. Key factors pushing
companies to sell with term are mentioned,
such as the liquidity squeeze of domestic
clients and competition on export markets.
Despite these challenges, the willingness to
make new investments in 2020 remains high
for some sectors such as pharmaceutical and
agri-food. On the export side, automotive
companies look comparatively more cautious
with nearly 20% of participants reporting
lower export revenues expectations for 2020,
above the survey average of 9%. This is not
surprising given the challenges faced by
car producers on the global market (stricter
regulations against environmental risks,
slowdown of the global economy, lower sales
and declining profitability).
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PAYMENT TERMS

Chart 1:
Average’ credit periods (% of respondents)

W Export”™ M Domestic™
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151 up to 180 days
121 up to 150 days

91 up to 120 days

61 up to 90 days 27.4

31 up to 60 days 26.5

O up to 30 days
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*The answers of the companies participating in the survey have been considered 15 days
for 0-30 days, 45 days for 31-60 days, 75days for 61-90 days, 105 days for 91-120 days,
135 days for 121-150 days, 165 days for 151-180 days, 200 days for above 200 days, and
the average has been calculated.

** 452 answers

***550 answers

Source: Coface’s payment Survey

Chart 2:
Hypothetical credit periods (days)
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SHORTER TERMS REFLECT
PREFERENCE FOR LIQUIDITY

TURKEY PAYMENT SURVEY 2019

* In 2019, deterioration in cash flows seem to have
stalled. In 2017, only 14% of companies reported
an improvement in their cash flow compared to
26% of companies in 2019. At that time, the share
of companies reporting that it became more
difficult to pay on the market declined from 49%
to 43%, indicating that credit remains an issue
for the Turkish corporate sector despite recent
improvements.

The slowdown in domestic demand, which
represents 2/3s of the Turkish GDP, is one of the
reasons explaining the credit issues of companies.
Indeed, 44% of companies reported that their
sales on the domestic market declined in 2019.
Nearly 39% of companies expect their domestic
sales to remain at the same level in 2020, while
35% expect them to increase. Expectations for
exports are more positive with 65% of companies
estimating their export sales will increase in 2020
and 25% expecting them to remain flat.

Although average credit terms have shortened,
the Turkish business sector is still dominated
by comparatively long credits terms. In 2017,
the average credit term offered to clients was
108 days. In 2019, it declined to 85 days on the
domestic market and 69 days on export markets.
However, payments made within 60 days concern
only 40% of companies on export markets and
33% on the domestic market.

] ]
ONLY

40*

OF COMPANIES
on export
markets

33%

OF COMPANIES
on the domestic
market

request payments to be made
within 60 days.

1Payment term - the time-frame between when a customer purchases a product or service and when the payment is due.
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Chart 3:

TURKEY PAYMENT SURVEY 2019 3

Average credit periods in sectors (domestic market, % of companies)
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Source: Coface’s payment survey

Chart 4:
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Average credit periods in sectors (export markets, % of companies)
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Source: Coface’s payment survey

e Long credit terms still represent a challenge for
companies. Credit terms longer than 120 days
have been offered on the domestic market by 63%
of agri-food companies, 45% of wood companies
and 31% of textile-clothing companies.

* Regarding domestic sales, the longest credit terms
have been offered by the agri-food sector with an
average of 120 days. The shortest credit terms have
been recorded in chemicals, with an average of
67.2 days. On export markets, rankings are similar.

Chart 5:
Reasons for offering payment terms

I Export B Domestic
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Credit risk
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Source: Coface’s payment survey
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* Despite the shortening of credit terms offered
by companies in 2019 compared to 2017, liquidity
remains a key challenge for companies: 47% of
companies reported that the main reason for
them to sell with credit terms on the domestic
market was their clients’ liquidity issues. However,
on the export side, market competition was
expressed as the main reason for companies to
offer credit terms.

* Regarding the future of payment experience,
companies seem to have a more cautious view.
Indeed, 46% of companies expect payment terms
to lengthen on the domestic market in 2020,
while 45% of companies expect longer terms on
export markets. However, these ratios are very
close with those who expect payment terms to
remain the same on the domestic (45%) and
export markets (44%).

Companies showed

a preference for shortening
the payment terms

they offer to their clients.
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PAYMENT DELAYSZ:
CONTINUOUS BUT SHORTER DELAYS

Chart 6:
Average payment delays (% of respondents) . L. .
° * Since the publishing of the last payment survey in

B Export” B Domestic” 2017, payment delays have declined. The average
payment delay time decreased to 40.7 days for
More than 181 days domestic sales and to 58.1 days for export sales.
* On the domestic market, 81% of companies
experienced average payment delays up to
60 days. Delays between 60 and 150 days have
been reported by 16% of companies and long
delays above 150 days by 3% of companies.

151 up to 180 days
121 up to 150 days
91 up to 120 days
61 up to 90 days
31 up to 60 days

O up to 30 days

52.0 The average payment delay
o 10 20 %0 40 50 60 time stood at 40.7 days on
* 113 answers the domestic market and at
Source: Coface's payment survey 58.1 days on export markets.
Chart 7:

Average payment delays in sectors (domestic market, % of companies)
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Source: Coface’s payment survey

2 Payment delays: the period between the due date of payment and the date the payment is made.
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Chart 8:
How will payment delays on the domestic
market change during 20207

Decrease

Flat

Increase

Source: Coface’s payment survey

* On export markets, 63% of companies
experienced average payment delays up to
60 days. Delays between 60 and 150 days were
reported by 28% of companies and long delays
above 150 days by only 9% of companies.
These results indicate that long delays have
declined significantly since the last survey,
in which delays above 150 days were at 45%.

At the sector level, the longest payment delays
on the domestic market were experienced by
construction and wood, with an average delay
of 51.3 and 45 days respectively.

Long payment delays of more than a year
account for a small share of companies’ export
revenues. 57% of companies expressed that
long payment delays corresponded to a level
lower than 1% of their export revenues, while
29% said they corresponded to 1-5% of them.
Still, 26% of surveyed companies reported that
delays in export payments hinder their growth
potential, while 25% reported that they cause
cash squeeze.

Companies act relatively quick in case of a non-
payment on export markets. 71% of surveyed
companies said they take action within 60 days
in case of a non-payment. In order to cover the
non-payment risk on the export market, 37% of
companies stated they take down payments
and 20% said that they request their clients to
make a financial evaluation. On the domestic
market, 39% of companies reported that
they compensate the losses related to a non-
payment from their capital, while 28% said they
contract loans.

TURKEY PAYMENT SURVEY 2019 5

Chart 9:
How will payment delays on export markets change
during 20207

Increase

Decrease

Source: Coface’s payment survey

26"

OF SURVEYED COMPANIES
reported that payment
delays hinder their growth
potential

* Regarding the level of payment delays in 2020,
expectations for stabilization or extension are
very close. On the export front, 47% of companies
expect payment delays to stabilize while 46%
expect them to increase. The picture is very
similar on the domestic market.

Looking through the sectors, chemicals, textile-
clothing and automotive seem to be more
optimistic about future delays on the domestic
market during 2020, as at least 50% of the
companies operating in those sectors said they
expect payment delays to remain flat.
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Chart 10:
Do you consider making new investments/growing
your business in 20207 (% of respondents)

Yes — Notdecided —— No
Agri-food
100
Automotive

Textile-clothing
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Retail
Source: Coface’s payment survey

Chart 11:
How will your domestic sales change in 20207 (% of respondents)

Will increase Remain flat Will decrease
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80
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Source: Coface’s payment survey

Chart 12:
How will your export sales change in 20207? (% of respondents)
Will increase  —— Remain flat —— Will decrease
Agri-food

Automotive

Metals Pharmaceutical

Textile-clothing q Paper
U
Construction \“‘i"’/ Chemicals

Retail

Source: Coface’s payment survey
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WILLINGNESS FOR NEW INVESTMENTS INCREASES

, ' ECONOMIC EXPECTATIONS:
DESPITE CAUTIOUS ECONOMIC EXPECTATIONS

35%

OF COMPANIES
expect their domestic sales
to increase in 2020

e Despite their cautious approach vis-a-vis
economic conditions in 2020, companies seem
to have a higher appetite for growing their
business and/or making new investments. The
share of companies with willingness to make
new investments in 2020 remains the largest
in pharmaceutical (89%), agri-food (73%), and
textile-clothing (58%).

Nearly 40% of companies expect their domestic
sales to rise in 2020. The largest share of
companies expressing their expectations for
higher domestic sales is again in pharmaceutical
(71%) and to a lesser extent agri-food (52%) and
paper (48%). This seems to be in line with the
recent balancing of the Turkish economy. Indeed,
the economy went out of recession in the first
quarter of 2019 and grew by 1.6% in Q1 2019 and
1.2% in Q2 2019, on a quarterly basis. Lower annual
inflation (at 12% end-2019 compared to its peak of
25% in September 2018) has allowed the central
bank to cut its policy rate by 12 percentage points
to 14% since September 2018. Assuming that the
Turkish lira remains stable, lower interest rates
and declining inflation would support domestic
demand (which accounts for 2/3 of GDP) in
the coming quarters. By contrast, the sectors
that have the most pessimistic view on future
domestic sales are construction, chemicals
and retail.

Regarding exports, 65% of companies expect
their export sales to rise in 2020. The share of
companies expecting higher export sales in
2020 has varied between 61% and 80%, except
the automotive companies out of which only 56%
expressed higher export sales expectations. This
is in line with challenging demand conditions and
slower economic growth in Europe, which remains
their key client.

58% of companies consider
growing their business or
making new investments in
2020 while 21% expect Turkey’s
economic conditions to improve.
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APPENDIX
Who were the respondents?

SIZE OF THE COMPANIES
BY TURNOVER

586 N

COMPANIES
100
PARTICIPATED 253
IN-THE PAYMENT
SURVEY ’E %\
BELOW TRY BETWEEN TRY BETWEEN TRY ABOVE TRY
50 MN 50-10 MN 101 MN-TRY 1 BN 1BN

Source: Coface’s payment survey

SECTORS
OF COMPANIES SURVEYED

ICT Transport
® 0.9%
Retail Energy
3.3% o
Pharmaceutical 16.5%
Automotive
51% @ @
Wood

7.6%
Chemicals .
16.3%
8.1% ® Textile-clothing
Paper
11% @,
Agri-food .

() 14.6%

Metal
1.2% erais
Construction

Source: Coface’s payment survey
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PAYMENT TERM

The time frame between
when a customer purchases
a product or service and
when the payment is due.

PAYMENT DELAY

The period between

the payment due date
and the date the payment
is made.

DISCLAIMER

This document reflects the opinion of Coface’s Economic Research Department, as of the date
of its preparation and based on the information available; it may be modified at any time. The
information, analyses and opinions contained herein have been prepared on the basis of multiple
sources considered reliable and serious; however, Coface does not guarantee the accuracy,
completeness or reality of the data contained in this document. The information, analyses
and opinions are provided for information purposes only and are intended to supplement the
information otherwise available to the reader. Coface publishes this document in good faith
and on the basis of an obligation of means (understood to be reasonable commercial means) as
to the accuracy, completeness and reality of the data. Coface shall not be liable for any damage
(direct or indirect) or loss of any kind suffered by the reader as a result of the reader’s use of the
information, analyses and opinions. The reader is therefore solely responsible for the decisions
and consequences of the decisions he or she makes on the hasis of this document. This document
and the analyses and opinions expressed herein are the exclusive property of Coface; the reader
is authorised to consult or reproduce them for internal use only, provided that they are clearly
marked with the name “Coface”, that this paragraph is reproduced and that the data is not altered
or modified. Any use, extraction, reproduction for public or commercial use is prohibited without
Coface’s prior consent. The reader is invited to refer to the legal notices on Coface’s website:
https://www.coface.com/Home/General-informations/Legal-Notice.
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