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I. Insurance

How can we shield 
companies from adverse
economic developments? 

Does credit insurance aim to 
cover credit risk granted by companies
to their customers, then?

What are the main advantages 
to credit insurance? 

What kinds of risk does
credit insurance cover? 

How did this kind of insurance emerged,
and how has it evolved?

How would one describe the 
global credit insurance market?
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III. External Markets

When a company sells in external markets, or is 
considering an international path, how should it 
cover risk in such markets?

If the company has associated companies in other 
countries, how can it manage group credit risk?

IV. Political Risk

How does this coverage work in
countries that present higher risk?

What kind of company should 
purchase these policies?

How does credit insurance work?
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to take full advantage of all the potential 
in their credit insurance policy?
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Diversifying markets and customers

Access to funding from banks

Are there complementary risk
management services that can help 
companies manage their credit risk?

VII. Conclusion 

How will the credit insurance 
market evolve in the future?

What advice do you have for 
companies taking on credit risk?
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CREDIT INSURANCE IS AN INDISPENSABLE TOOL

IN SUSTAINABLE MANAGEMENT OF CORPORATE

BUSINESS. SERVICES ASSOCIATED WITH CREDIT

INSURANCE MAKE IT COMPREHENSIVE AND

HIGHLY RELEVANT TO THE MANAGEMENT OF

BUSINESS ACTIVITIES AND CORPORATE AFFAIRS.
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How can we shield 
companies from adverse 
economic developments?

Trade debtors are among companies’ main assets, representing, 

quantity, it becomes indispensable to cover risk on an asset as 

become insolvent is customers going into default, which, by 
itself, demonstrates how necessary it is to put this kind of 

Credit risk for companies and 
countries increases under adverse 
economic contexts arising from a 
number of factors, such as the Covid-
19 pandemic, although it does so in 

and economic sectors face greater 

One of the 
main reasons 
why companies 
become 
insolvent is 
customers 
going into 
default

I. Insurance
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Credit insurers have enhanced 
technical expertise that allows them 
to anticipate global economic trends 
within countries, as well as main 
business sector impacts, and identify 
main points within companies that 
may lead them to insolvency, so that 
the insureds can best assess what 
kind of credit risk they may, at a given 
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Does credit insurance 
aim to cover credit risk 
granted by companies 
to their customers, then?

management tool that has become essential to sustainable 

Services associated with credit insurance lend it 
comprehensive scope and relevant impact on business 

supported by a digital platform allows real-time 
assessment of new customers and therefore conduct a 

time proactively, which allows companies to know how 
their customers are rated and increase or expand their 
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through warranties provided by the 
insurer, the insured can safely sell to its 

when a customer defaults, collection 
mechanisms are set in motion to collect 

recovery services for the amount not 
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What are the main 
advantages to credit 
insurance?

The main advantage is the 
peace of mind it brings to 

It provides ways to avoid 
unpleasant surprises and 

This coverage improves 
as it supports 

of the internal resources 
necessary to monitoring 
customer risk, as well as 
collection processes, be it on 

Securing new customers 
and growing business in 
new markets, in a secure 

The main 
advantage is 
the peace of 
mind it brings 
to the business 
management
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increases in competitiveness
for companies and allows them 
to focus on managing and 

Companies that purchase credit 
insurance policies reduce their 
risk exposure and increase 
favourable perception with 
their creditors, which improves 
access to funding from banks, 
making it possible to implement 
counter-guarantee schemes 
through the assignment of 
the right of indemnity to the 

Companies 
that purchase 
credit insurance 
policies 
reduce their 
risk exposure 
and increase 
favourable 
perception with 
their creditors
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What kinds of risk does 
credit insurance cover?

Typically, covered risk includes bankruptcy or insolvency, 
late payment, out-of-court arrangements or debt 
moratoriums with customers, and lack of means of 
payment on amounts owed by clients for whom the insurer 

As a complement, one can 

coverage, such as political risk for 
sales in higher risky countries, 
pre-shipment cover, defaults 
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How did this kind of 
insurance emerged, and 
how has it evolved?

following several failures to exploit this kind of insurance, 
almost a century went by before England, Germany, the US and 

Indemnity (USA), Hermes (Germany), and Trade Indemnity 

In the early 20th century, after WWI, the knowledge that 

globality and payment of claims only at the time insolvency is 
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With the 1929 economic crisis, those who upheld 
indemnity right after non-payment (“guarantee 

was a middle-of-the-road solution created, based 

moratorium during which the insurer and the 

If neither of them could, one would “presume” 

In the late 20th century, insurance business 
displayed a tendency for global accretion and 

Note: for more detail on the history of insurance 
credit, please see infographic on pages 45-49.
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How would one describe 
the global credit insurance 
market?

By virtue of this concentration trend, the world market is now 

Two of these groups emerged from mergers and acquisitions 

internationalization strategies which gave them the global 
scope they have now, with their presence in all countries 

EULER HERMES
(Allianz group)

ATRADIUS
Crédito Y Caución
(Catalana
Occidente Group)

COFACE

1883 - ACI (USA)
1917 - Hermes (Germany)
1918 - Trade Indemnity (UK)
1927 - SFAC (France) and SIAC (Italy)
1929 - COBAC (Belgium)

1925 - NCM (Netherlands)
1929 - Crédito Y Caución (Spain)
1954 - Gerling Credit (Germany)

1946 - COFACE (France)

1990s - Companies
go international
Early 21st century - merger/
consolidation of founding
companies

1990s - companies go
international, especially
in Germany, Austria,
UK and Italy

Atradius is one of the
largest credit insurance
groups, present in over
50 countries

COFACE is a key player
in credit insurance and
operates in over 100
countries

1990s - Establishes
international group through
merger and acquisition of
several companies

One brand: Euler Hermes,
world leader, present
in 50 countries

Establishment                      Group development                   Current



20 Berta Cunha with the collaboration of Marcos Polónia

Euler Hermes
33%

COFACE
16%

Others
16%

SGI
9%

QBE
2%

Cesce
2%

Atradius
Crédito Y Caución

23%

stable, with Euler Hermes in the lead, commanding 33% of the 

It would also be relevant to highlight CESCE because, although 
it only commands about 2% of the global market, it is a relevant 
player in Spain, Portugal and Latin America, which is to say, the 

half of the 20th century, has given this kind of insurance more 
considerable weight in the GDP of European countries than it 

Source: ICISA, 2018
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Spain has the highest penetration rate in the world, far ahead of 

Penetration in GDP*

Millions
of USD

Percentage0                    0.0175                             0.035               0.0525
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Turkey Switzerland

Ireland Denmark
Poland

France

Italy

UK

Spain

Sweden

* GDP penetration = credit insurance 
premiums / Gross Domestic Product

Source: ICISA, Pordata, MDS
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Portugal, Spain and Brazil are a group of countries where credit 

are among the countries that most often resort to this kind of risk 

The credit insurance market is still growing and the 3 lead 

MDS is also present in Angola and Mozambique, but there are 

to cover the risk of export to these countries, namely through 
Export Credit Agencies (ECA), which offer coverage solutions for 

How has credit insurance 
evolved in countries where 
MDS operates?

Market Ranking                           Portugal                                    Spain                               Brazil

1st

* Euler Hermes Group ** Atradius Credit & Caución Group

COSEC* CREDITO Y CAUCIÓN** EULER HERMES

2nd CREDITO Y CAUCIÓN** SOLUNION* COFACE

3rd CESCE CESCE ATRADIUS CREDITO
Y CAUCIÓN

4th COFACE COFACE CESCE
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How can companies 
purchase credit insurance?

The range of services included in credit 

advises that the purchase and follow-up 
of the policy be carried out by brokers 
who can provide specialized teams in 

possible to the company’s traits and/or 
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Credit insurance is very important to 
internal market sales but is without a doubt 
indispensable in sales to any external 

economic history, as well as risk assessments 
on importing companies, which the credit 
insurer makes available to its clients when 
they purchase this credit risk coverage, are 
absolutely critical if one wishes to avoid 
unexpected and irreparable damage to their 

When a company sells 
in external markets, or is 
considering an international 
path, how should it cover risk 
in such markets?

III. External Markets
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to know the risk their current 
and prospective customers 

So credit insurance is an 
essential management tool 
in any internationalization 
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Those programs 
may be under 
centralized 
management 
but enjoy 
local support 
geographically

If the company has 
associated companies in 
other countries, how can it 
manage group credit risk?

There are credit insurance 
programs with multinational 
coverage, including both the head 
company’s country and any others 

Those programs may be under 
centralized management but 

namely regarding risk assessment 
on local customers and credit 

Just how centralized management 
is depends, essentially, on the 
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How does this coverage 
work in countries that 
present higher risk?

Credit insurance for external markets 
normally covers commercial risk arising from 

countries present higher political risk, even 
if commercial risk does not occur, because 

to make payments as needed, default may 
arise due to political reasons, such as the 
impossibility to conduct international money 

Credit insurers give each country a risk 
rating, and that rating determines the terms 

Should customers purchase this option for 
their credit insurance policies, short-term 
commercial transactions may include the 

IV. Political Risk
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ECAs provide 
that kind of 
coverage 

conditions and 
in accordance 
with their own 
criteria 

Transactions and investments in 
countries with high political risk with 
extended time windows (medium-
term), where the importer often is 
a public entity, can be covered by 

agencies are guaranteed by their 
respective governments and the 

basis of the economic policies of the 

ECAs provide that kind of coverage 

accordance with their own criteria 

Portugal and Spain, the Export 
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In addition to ECAs, there are a 
few private international insurers 
that cover special operations, 
usually investments or individual 
transactions for high amounts and 
extended risk periods but they 
are not obliged to uphold national 
interest as do State agencies with 
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What kind of company 
should purchase these 
policies?

Any companies that sell their products or services on 

All companies can purchase these policies regardless of 
their scale or line of business, as there are offers to suit 
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How does credit 
insurance work?

A credit insurance policy unfolds through a triangular 
relationship that links the insured, the insurer and the insured’s 

Most policies uphold the principle of globality, which means the 
coverage of the whole turnover, so as to avoid selecting only 

solutions that allow individual coverage for customers, typically 
called single risk coverage, or a select group of customers, where 

INSURED

Risk assessment

Debt collection

Goods or
transactions

Invoice
payments

Assignment
of credit limits

Risk monitoring

Debt collection

Inde n

INSURERCUSTOMERS



Report of
possible claim

Invoice
still

unpaid

CREDIT RISK MONITORING DEBT COLLECTION CLAIM /
RECOVERY

Assign
credit limit

Issue
Invoice

Client does
not pay
invoice

Report claim
(if applicable)

Claim paid

Automatic extension -
schedule authorized by
insurer so that insured

may negotiate collection
on the invoice

Moratorium - time period
where insurer develops
collection mechanism

to ensure invoice paymentCredit
period

Indemni cation
period

Credit
recovery
period

CYCLE OF CREDIT INSURANCE

Credit Insurance — A Key Instrument in Credit Risk Management



What measures should 
companies deploy to take 
full advantage of all the 
potential in their credit 
insurance policy?

for each customer to the amounts owed to 

under contract, to forestall penalizations 

can easily manage these matters with the 

GETTO KNOW THE
CREDIT INSURANCE

CYCLE

Berta Cunha with the collaboration of Marcos Polónia
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I - Diversifying markets 
and customers

business strategy for growth with ambitious 
commercial diversity goals for the markets 
where it plays, along with plans for expansion 
of its customer base, to avoid overreliance on its 

The company purchases a credit insurance policy 
and, given the company’s size, annual cost is in 

allows current customers sales coverage as well 



38 Berta Cunha with the collaboration of Marcos Polónia38 Berta Cunha with the collaboration of Marcos Polónia

At an international trade fair, the company makes contact 
with potential customers from European countries and 

clients would be enough to cover all the cost of the policiy, 

New customers 3

Credit limit per customer 25.0

Annual sales per
customer (2 orders)

Pr 15%)

50.0

Annual sales new
customers (50 X 3)

150.0

22.5

Policy cost 20.0
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II - Access to funding 
from banks

A very successful start-up, with great customers, is having 
trouble securing the bank funding it requires to develop their 

The bank needs counter-guarantees but these are not at the 

The start-up decides to purchase a credit insurance policy 

terms, the bank opens a credit line at an advantageous rate, 
given the good level of coverage on its customer portfolio and 
reduction of the risk posed by the start-up itself, which now 

Need to fund
business and

counter-guarantees

Purchase of policy
reassures the bank

and reduces risk
for the start-up

Funding granted
on more

advantageous
terms
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Are there complementary 
risk management services 
that can help companies 
manage their credit risk?

they operate in, companies of any size can come to MDS for 
support in consulting, negotiation and implementation of 
modular and/or complementary solutions for their credit 

In a market with constant specialised staff turnover, changing 
contact information and customer data require ongoing 
updates, we have highly experienced and knowledgeable 

•
based on score ratings (measurement of solvency)

• Credit information and ratings reports
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• Invoicing / Debt collection management

At the level of risk, cost and coverage 
management for a credit insurance program, 

These are insurers or reinsurers that only 

Traditionally viable only for large companies 
that take on correspondingly large risk, for the 

creation of an insurer, a new kind of company 
— Protected Cell Companies (PCCs) — allow 

HighDome pcc, an MDS Group company, has a 

assessment for this option and puts together 
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How will the credit 
insurance market 
evolve in the future?

Growth in world trade, globalization and 
greater unpredictability in assessments of 
credit risk have contributed to the sustained 

Where Portugal and Spain are concerned, 
the credit insurance market should keep 

might see more emphatic growth, staying on 

In terms of economic policy, Portugal seeks 

in GDP, so credit risk coverage in export 
transactions is an indispensable tool to the 

VII. Conclusion
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Credit risk 
management 
is one of the 
most important 
and indicative 
aspects of a 
company’s 
solvency and 
ability to 
compete

Either because of good practices 
in corporate governance and/or 
matters to do with regulations, 
companies are under mounting 
pressure to identify and mitigate all 
risks associated with their line of 

is one of the most important and 
indicative aspects of a company’s 
solvency and ability to compete, 
so credit insurance will become 

of methodical and professional 
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What advice do you have 
for companies taking on 
credit risk?

Multinationals and other large companies in general 

questions is whether this coverage can or should be 

As company management becomes more and more 
professional in small and medium-sized companies, 
insurance has penetrated this segment further and 

Companies should not engage in unnecessary risk and 
miss out on opportunities to grow their business safely 
and competitively!
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Historic evolution 

Credit Insurance — A Key Instrument in Credit Risk Management
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