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Hong Kong – key survey results
Sales on credit terms
SURVEY DESIGN

Hong Kong’s economy is forecast to grow 2% by the end of this
year. The modest growth reflects, among others, China’s slowdown and the country’s vulnerability to the difficult external
environment at global level. As trade-related activities in Hong
Kong appear to slow down, suppliers surveyed in the country
are confronted with a challenging business environment which
prompts them to protect their businesses against the risk of payment default by B2B customers trading on credit.
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Suppliers in Hong Kong are equally likely to sell on cash
and on credit terms to B2B customers
Suppliers surveyed in Hong Kong appear to be just as likely to sell
on cash basis as they are on credit terms to their B2B customers.
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48.8% of domestic, and 51.4% of foreign B2B sales were made
late payment of invoices by domestic and
on credit (averages for Asia Pacific: 50.3% domestic and 42% forforeign B2B customers over the past year
eign). This is likely to reflect the open and strongly trade-oriented nature of Hong Kong’s economy, which now appears to be experiencing a notable deceleration in growth (from 2.4% in 2015
to a maximum of 2% this year) chiefly due to the adverse impact
of China’s slowdown.
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Suppliers interviewed in Hong Kong will be confronted with diverse challenges to business profitability this year and therefore,
they will need to better protect their businesses to ensure profitability. Cost containment worries more respondents in Hong Kong
(23%) than in other Asia Pacific countries surveyed (21%). This is
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B2B sales on credit in Hong Kong (%)

STATISTICAL APPENDIX

89% of respondents in the country (consistent with the response
rate at regional level) reported late payment of invoices by domestic and foreign B2B customers over the past year. This resulted in an average of around half of the total value of B2B receivables remaining unpaid past the due date. This is above the
average for Asia Pacific (44%).
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Key payment delay factors

Payment terms extended to domestic B2B customers by respondents in Hong Kong average 29 days from the invoice date
(average for Asia Pacific: 32 days). Foreign customers are requested to settle invoices a little later than domestic customers
(on average, five days later). These more relaxed payment timings may be seen as a way for suppliers in Hong Kong to strategically expand sales with overseas markets, now that sluggish
global demand weighs on trading activities in Asia. Over the past
year, the average domestic payment terms in Hong Kong have
been shortened by an average of five days. This may be a mechanism used by suppliers in the country to cope with the challenging business environment. Payment terms offered to foreign
customers, in contrast, are longer than last year (by an average
of three days).

In line with the response rate at regional level, the highest percentage of the suppliers interviewed in Hong Kong (42%) reported that domestic B2B customers pay invoices late due to liquidity issues. This has increased compared to one year ago (39% of
respondents), suggesting a moderate deterioration of the trade
credit risk environment in the country. Late payment of domestic
invoices in Hong Kong, however, seems to be most often due to
reasons that are unrelated to the customers’ creditworthiness.
This is the case of the complexity of the payment procedure,
which was cited by more respondents in Hong Kong (32%, up
from 28% last year) than in Asia Pacific (27%). It is worth noting,
however, that 25% of suppliers surveyed in Hong Kong reported
that domestic B2B customers pay invoices late most often due
to disputed invoices.
Foreign late payment in Hong Kong occurs most often
due to the complexity of the payment procedure

Payment duration in Hong Kong (avg. days)
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Past due invoices are paid, on average, two months
from invoicing
Despite longer payment terms extended in foreign B2B trade,
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to last year). This means that suppliers interviewed in Hong
Kong turn past due invoices into cash, on average, nearly two
months from invoicing (in line with the average for Asia Pacific).
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Based on survey responses in the country, the complexity of
the payment procedure appears to be the most frequent issue
affecting credit based transactions between suppliers in Hong
Kong and overseas customers. This was cited by 35% of suppliers
interviewed in the country (38% at regional level). 33% of these
latter (34% at regional level) said that foreign B2B customers
pay invoices late due to liquidity issues. However, late payment
from foreign customers is also often due to inefficiencies of the
banking system (cited by 29% of the suppliers interviewed in the
country, in line with the regional response rate), and to disputed
invoices (mentioned by 27% of the suppliers interviewed in Hong
Kong, versus 25% at regional level).

45 %

1 in 5 suppliers in Hong Kong defaulted on payment due
to late payment by customers
Regardless of the reason for late payment, it appears to have an
adverse impact on the ability of the businesses surveyed in Hong
Kong to meet their payment obligations in a timely manner. 36%
of suppliers surveyed in Hong Kong (33% in Asia Pacific) had to
postpone payments to their suppliers, and around half of them
were unable to pay their suppliers (19% in Asia Pacific). For 28%
of suppliers surveyed in the country (34% in Asia Pacific), customers’ late payment meant taking specific measures to correct
cash flow. To protect their businesses against the risk of payment default from B2B customers, half of the suppliers surveyed
in Hong Kong (45% in Asia Pacific) will check their customers’
creditworthiness more over the next 12 months.
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outstanding invoices in the home market expressed by suppliers
surveyed in Hong Kong and commented on earlier in this report.
Uncollectable domestic B2B receivables originated most often
from the consumer durables and electronics industries.
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In line with the regional response rate, half of the suppliers surveyed in Hong Kong wrote off receivables as uncollectable because the customer went bankrupt or out of business. Around
30% of suppliers surveyed wrote off receivables as uncollectable
due to a number of reasons, such as the failure of the collection
attempts, inability to locate the customers or the age of the debt
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in Hong Kong and worldwide, please see the Global Collections
Review by Atradius Collections (free download after registration),
available from October 2016 on w
 ww.atradiuscollections.com
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Payment practices by industry
SURVEY DESIGN
SURVEY RESULTS

Suppliers surveyed in Hong Kong reported trading on credit
terms mainly with B2B customers in the consumer durables,
construction, ICT, logistics, food and services industries. Invoice
payment terms extended to B2B customers in both the construction and logistics industries are notably more relaxed (averaging
40 days from the invoice date) than those offered in the other
industries with which suppliers surveyed in Hong Kong trade on
credit. These latter do not differ significantly from the country
and regional averages (around 30 days each).

STATISTICAL APPENDIX

Despite being granted more relaxed payment terms to settle
their invoices, B2B customers in the construction industry take
the longest to pay overdue receivables (on average 50 days from
invoicing). The construction industry also generated the largest
proportion of past due B2B invoices. Around 60% of the total value of B2B invoices issued by suppliers in Hong Kong ended up in
late payment. This is the case for 50% and 40% of the total value
of B2B invoices in the logistics and food and beverages industries respectively.
Based on survey responses, late payment of invoices due to customers’ liquidity constraints occurred most often in the food and
beverages industry (53% of suppliers surveyed in Hong Kong cited this). In the logistics industry, late payment was most often a
consequence of disputed invoices (according to 44% of suppliers
surveyed). [  Statistical appendix, p 4 ]
Suppliers surveyed in Hong Kong anticipate a
deterioration of customers’ payment practices in
the food sector
In the ICT sector, an improvement in B2B customers’ payment
behaviour is anticipated across most of the Asia Pacific region.
Suppliers surveyed in Hong Kong (32%), in contrast, expect a
deterioration in the payment behaviour in this industry over the
next 12 months. In the food and beverages industry, two in five
suppliers surveyed in Hong Kong expect no change in B2B customers’ payment practices, and nearly 30% expect deterioration.
This is also the case for the payment behaviour of B2B customers in the logistics industry (45% of suppliers surveyed expressed
this opinion). No significant change is anticipated in respect to
payment practices of customers in other industries.

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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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

STATISTICAL APPENDIX

SURVEY RESULTS

Download in PDF format (English only).
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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 completeness, 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 w
 ww.atradius.com,
where you’ll find many more Atradius publications focusing on the global economy, including country reports, industry analysis, advice on credit management
and essays on current business issues. – Subscribe to notifications of our Publications and receive weekly emails to alert you when a new report is published.

Connect with A
 tradius
on Social Media
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