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Japan - key survey results

Sales on credit terms

In Japan, GDP growth is forecast to stay flat at 0.5% this year
and in 2017. Growth will be sustained by lower energy prices
and fiscal stimulus but the outlook has certainly become more
challenging. The structural reform policy to revive the Japanese
economy continues to disappoint. Inflation has been fluctuating
between zero and 0.3% since last summer, and domestic de-
mand remains mediocre. In light of these economic conditions,
Japanese businesses appear to be confronted with a number
of challenges, that do not seem to adversely affect their trade
receivables management. A topic Japanese suppliers appear
to have a strong focus on. The protection of their businesses
against the risk of payment default arising from B2B trade on
credit appears to be of paramount importance for Japanese sup-
pliers, who appear to be the most likely in Asia Pacific to trade on
credit in their home market.

B2B sales on credit in Japan (%)
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More information in the Statistical appendix

Weak demand from China weighs on Japan’s export
trade on credit

Suppliers surveyed in Japan are highly likely to offer credit terms
to their B2B customers. On average, 52% (down from 57% last
year) of their total B2B sales value was made on credit. This per-
centage, which is above the 46% average for Asia Pacific, is al-
most equal to that observed in Singapore, which appears to be
the most trade credit friendly country in Asia Pacific. Over the
past year, Japan has seen a 2.4% drop in the proportion of do-
mestic B2B sales made on credit. Additionally, the proportion of
foreign credit based sales dropped by 6.4%. This is likely to re-
flect weaker demand from China (Japan's main trading partner),
difficult business conditions in other major export destinations
for Japan (such as the Eurozone and other Asian markets), the
appreciation of the Japanese currency, and sluggish private con-
sumption.

© 62%

of suppliers surveyed in Japan (compared to
88% in AsiaPacific) reported late payment of
invoices B2B customers over the past year

Japanese suppliers offer credit terms more often to
domestic than to foreign B2B customers

Domestic B2B customers in Japan appear to be notably more
likely to be offered credit terms than foreign customers. On av-
erage, 57.7% (60.4% last year) of the domestic and 46.3% (52.7%
one year ago) of the value of foreign B2B sales of the suppliers
surveyed in Japan was transacted on credit (averages for Asia
Pacific: 50.3% domestic and 42% foreign). Besides being consist-
ent with the regional pattern, pointing to a stronger preference
of Asian companies to trade on credit domestically than abroad,
this relatively lower proportion of foreign sales transacted on
credit terms may reflect the earlier mentioned drop in Japanese
exports.
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Overdue B2B invoices (%)

Notably fewer suppliers surveyed in Japan (62%, down from 66%
last year) than in Asia Pacific (88%) reported having experienced
late payment of invoices by domestic and foreign B2B custom-
ers over the past year. This is the lowest percentage of suppli-
ers surveyed in Asia Pacific reporting this. More specifically, an
average of 25% of the total value of B2B receivables remained
unpaid past the due date. This is far below the average for Asia
Pacific (44%), and is the lowest payment default rate observed
in the region.

Past due B2B receivables in Japan (avg. %)
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More information in the Statistical appendix

Suppliers in Japan are the least impacted by late
payment of B2B invoices in Asia Pacific

On average, 25% of the total value of domestic and foreign B2B
invoices in Japan was reported to be overdue. Both percentages
for the country are far lower than the average for Asia Pacific
(44%), indicating that Japanese businesses are less impacted by
late payment from B2B customers than their peers in the region.
This despite being the country in Asia Pacific most inclined to of-
fer credit terms to domestic B2B customers. Over the past year,
the domestic overdue rate in Japan remained stable. However,
the foreign overdue rate fell by an average of 4%, which may re-
flect the previously mentioned drop in export trade.

Late payment of (domestic and foreign) B2B invoices in Japan
is reflected in the Days Sales Outstanding (DSO) figure resulting
from responses given by the suppliers surveyed in the country.
Despite the slight variation in the foreign overdue rate, the DSO
figure in Japan has remained steady over the past year. It averag-
es 41 days and is in line with the regional average.

A staggering percentage of suppliers surveyed in Japan (85%)
expect no change in their DSO over the next 12 months. Around

ATRADIUS PAYMENT PRACTICES BAROMETER - RESULTS OCTOBER 2016

L 22 %

For 22% of suppliers surveyed in Japan
late payment of invoices from customers
meant the postponement of payment
to their own suppliers

10% of the suppliers surveyed in the country expect either an in-
crease or a decrease in DSO. This finding tallies with the 3.3%
of Japanese suppliers (compared to 7% in Asia Pacific) consid-
ering the collection of outstanding invoices, also in emerging
markets, as the greatest challenge to business profitability this
year. The comparison of these response rates would suggest that
Japanese suppliers are far more efficient in collecting overdue
receivables than their peers in Asia Pacific.

In Asia Pacific, Japanese suppliers are worried about cost
containment the most

The majority of the suppliers surveyed in Japan (nearly 34%, com-
pared to 20% in Asia Pacific) consider cost containment to be the
greatest challenge to business profitability this year. This per-
centage, which is the highest in Asia Pacific, may reflect Japanese
suppliers’ concern about the containment of costs associated
with the adverse impact of weaker demand from China and the
significant drop in exports. This assumption is corroborated by
nearly 20% of Japanese suppliers (14% in Asia Pacific), who con-
sider a likely fall in demand of their products and services to be
the biggest challenge to business profitability they will be con-
fronted with this year. This opinion may reflect Japanese trading
companies’ concerns about further appreciation of the Japanese
yen, and its potential suppression of the country’s exports.
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STATISTICAL APPENDIX
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Payment duration (average days)

Japanese suppliers request payment of invoices by domestic
B2B customers, on average, within 45 days of the invoice date
(average for Asia Pacific: 32 days). Foreign customers are re-
quested to settle invoices almost in the same time frame (aver-
aging 43 days from invoicing, compared to an average of 33 days
in Asia Pacific). These are the longest payment terms offered to
B2B customers in Asia Pacific. Over the past year, both domestic
and foreign payment terms offered by Japanese suppliers have
not changed significantly.

Payment duration in Japan (avg. days)
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More information in the Statistical appendix

B2B customers in Japan settle overdue bills, on average,
two weeks late

B2B customers of Japanese suppliers make past due payments
within the same time frame as they did one year ago (on aver-
age, two weeks after the invoice due date). This timing has not
changed over the past year, suggesting that the Japanese sup-
pliers interviewed turn overdue invoices into cash, on average,
around two months from invoicing. This is in line with the aver-
age for Asia Pacific. [ > Statistical appendix, p 8]

Key payment delay factors

In line with the opinion expressed by the majority of suppliers
surveyed in Asia Pacific, most of those surveyed in Japan (30%,
up from 21% last year) believe that their domestic B2B custom-
ers pay invoices late due to liquidity issues. This response rate,
which is the lowest in Asia Pacific, is also well below the 46%
average recorded at regional level. This would suggest that
Japanese businesses experience less pressure on their liquidity
position than that experienced by businesses in other countries
in Asia Pacific.

Foreign late payment in Japan occurred more often
due to the complexity of the payment procedure
than last year

Consistent with the survey pattern, most of the suppliers sur-
veyed in Japan (33%, up from 20% last year and in line with the
regional average) reported that foreign late payment is most of-
ten due to the complexity of the payment procedure. 31% of Jap-
anese suppliers (down from 37% last year) said that foreign B2B
customers pay invoices late most often due to lack of liquidity.

Late payment from B2B customers affects investment in
business expansion only marginally

Significantly more suppliers in Japan (45%) than in Asia Pacific
(25%) reported that late payment did not have a significant
impact on their business. This likely reflects a strong focus of
Japanese companies on the protection of their businesses from
the risk of payment default arising from B2B trade on credit. This
finding tallies with that highlighting that most of the suppliers
surveyed in Japan (around 65%, compared to 44% at regional
level) will not change their mix of credit management tools over
the next 12 months.

For 22% of suppliers surveyed in the country (33% at regional
level) late payment of invoices from customers meant the post-
ponement of payment to their own suppliers. The standout find-
ing here is that, as a consequence of late payment, only 10% of
the suppliers surveyed in Japan (compared to 25% at regional
level) had to either delay investment in the business or restrict
R&D. This suggests that late payment did not affect investment
in business growth in Japan as strongly as it did across most of
the Asia Pacific region.
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Uncollectable receivables

Suppliers in Japan reported having written off 1.2% of the to-
tal value of B2B receivables as uncollectable. This is below the
average for Asia Pacific (2.1%). Domestic uncollectable receiva-
bles were written off less often than foreign ones. Over the past
year, the percentage of write-offs in Japan remained stable. This
suggests unchanged efficiency in collection of overdue receiva-
bles. Uncollectable domestic B2B receivables in Japan originated
most often from the business services industry.

Uncollectable B2B receivables in Japan
(% of total value of B2B receivables)
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More information in the Statistical appendix
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Around 10% of the suppliers
surveyed in Japan expect
either an increase or a decrease in DSO

Fewer suppliers in Japan than in Asia Pacific wrote off
uncollectable receivables due to the bankruptcy of the
customer

Nearly 40% of the suppliers surveyed in Japan (compared to 51%
at regional level) reported that they had to write off receivables
as uncollectable most often because the customer went bank-
rupt or out of business. As many respondents in Japan as in Asia
Pacific (35%) said that they wrote off receivables as uncollectable
because the debt was too old to be collected.

For more insights into the B2B receivables collections practices
in Japan and worldwide, please see the Global Collections Review
by Atradius Collections (free download after registration), availa-
ble from October 2016 on www.atradiuscollections.com

SURVEY DESIGN

(%}
5
o}
[V}
w
oc
>
w
>
oc
]
(%}

STATISTICAL APPENDIX


http://www.atradiuscollections.com
https://group.atradius.com/documents/payment-practices-barometer-apac-stat-app-2016-ppbapac1601en.pdf
https://group.atradius.com/documents/payment-practices-barometer-apac-stat-app-2016-ppbapac1601en.pdf
https://group.atradius.com/documents/payment-practices-barometer-apac-survey-design-2016-ppbapac1601en.pdf

NDIS3A AJAYNS

(%]
c
Py
<
m
=<
e
m
%]
c
=
Y
wn

XIAN3ddV TVIILSILVLS

Payment practices by industry

Suppliers surveyed in Japan reported trading on credit terms
mainly with B2B customers in the construction, consumer du-
rables, food, electronics and business services industries. In-
voice payment terms extended to B2B customers across these
industries do not appear to substantially differentiate from the
country average (40 days from the invoice date). The least leni-
ent terms for payment of invoices are granted to B2B customers
in the food industry (averaging 25 days from the invoice date).

B2B customers in the construction industry take the longest to
pay overdue receivables (on average, 20 days after the invoice
due date, compared to a 12 days average for the country). The
construction and the metals industries generated the largest
proportion of past due B2B invoices, with nearly 45% of the total
value of B2B invoices’ paid late.

Based on survey responses, late payment of invoices due to
customers’ liquidity constraints occurred most often in the ma-
chines industry (57% of suppliers surveyed in the country cited
this). [ > Statistical appendix, p 4]

Suppliers in Japan expect customers’ payment practices
in the food industry to worsen

Most of the suppliers surveyed in Japan (75%) are of the opinion
that the payment practices of their B2B customers in the indus-
tries they mainly trade with (see above) will not change over the
next 12 months. This with the exception of the food industry,
where 25% of the Japanese suppliers expect a slight deteriora-
tion in the payment behaviour of their B2B customers over the
same time frame. Another exception is the machines industry, in
which 23% of the surveyed suppliers expect the payment behav-
iour of B2B customers to worsen.

To learn more about the Survey design of the Atradius Payment Practices
Barometer, please see Survey design.

If after reading this report you would like more information about
protecting your receivables against payment default by your customers
you can visit the Atradius website or if you have more specific questions,
please leave a message and a product specialist will call you back.

On Twitter? Follow @Atradius or search #atradiusppb to stay
up to date with the latest edition.
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Statistical appendix

The Statistical appendix to this report is part of the October 2016
Payment Practices Barometer of Atradius (survey results for Asia
Pacific) available at www.atradius.com/publications

Download in PDF format (English only).

Disclaimer

This report is provided for information purposes only and is not intended as
a recommendation as to particular transactions, investments or strategies in
any way to any reader. Readers must make their own independent decisions,
commercial or otherwise, regarding the information 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 complete-
ness, accuracy, timeliness or of the results 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 information 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

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 country reports, industry analysis, advice on credit management
and essays on current business issues. - Subscribe to notifications of our Pub-
lications and receive weekly emails to alert you when a new report is published.

Connect with Atradius
on Social Media

You
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