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HOPES of a recovery in the Manufacturing  
and Services sectors have been given 
fresh impetus with the publication of an 
Index of nearly 1000 credit managers 
who report improvements in order books, 
sales, and new applications for credit.

But amidst the more optimistic news 
there are also concerns over late payment, 
an increase in bad debt provision, and a 
potential rise in insolvencies.

The Quarterly Credit Managers’ Index 
(CMI – Q1 2012) has recovered from the 
previous quarter by once again rising 
above the 50-point threshold to suggest 
that the economy is beginning to grow 
and that confidence is returning.

The headline index to the end of March 
stood at 52.1 – more than a two-point  
rise from the previous quarter (49.7) and 
moving towards the highest previous 
score recorded in September 2010  
(53.7).

The Services sector index experienced 
a steady rise (up from 49.2 to 51.6) but 
was outshone by the Manufacturing index 
that moved more than two and a half 
points (from 50.5 to 53.1).

Favourable factors that were strong 
across both the services and  
manufacturing sectors include: sales  
(up 5.5 to 63.6); new applications for  
credit (up 7.1 to 58.0); and order book  
(up 5.0 to 62.1).

The increase in new applications is 
particularly dramatic, says Philip King, 
Chief Executive of the Institute of Credit 
Management (ICM): “Businesses applying 
for credit is a clear indication that trade is 
beginning to move, and this is supported 
by the indicated increase in sales and the 
order book,” he says.

“Credit managers are increasingly 
finding ways to make business happen, 
despite a challenging economic  
environment, and keeping the cash  
flowing.”

The good news, however, is slightly 
tempered by concerns regarding  

overdue accounts, which although still 
sitting above the 50-point threshold (50.7) 
are giving cause for concern: “With an 
Index for bad debt provision at 44.4, and 
insolvencies at 42.4, credit managers are 
clearly erring on the side of caution,”  
Philip says, “and that is perhaps not  
surprising given the recent number of  
high profile failures such as Game and 
Clinton Cards.

“What is perhaps slightly more  
encouraging is that figures for the DSO 
(Days Sales Outstanding) index are still 
relatively stable (52.3 versus 51.1 in the 
previous quarter),” he says, “albeit that 
disputes have increased (to 49.9 from 
47.6). This is no time for resting on any 
laurels, and credit managers need to keep 
focused on managing the cash.”

The CMI continues to track closely 
to the PMI indices this quarter - with the 
average of the PMI Manufacturing and 
Services indices for March broadly similar 
to the CMI headline index for Q1 2012.

The latest CMI was based on the input 
of credit managers working in both the 
Manufacturing and Services sectors. The 
companies were broadly split by region 
and a diverse range of industries from 
Insurance to Oil and Gas.

Credit Managers in the North East are 
the most pessimistic (an Index of 46.0 is a 
full six points below the national average 
figure) and most optimistic in the South 
East (54.5).

Retail, construction, and food and 
beverage are the sectors that appear to 
be most at risk (ie recording an Index of 
between 48.0 and 52.0), although only one 
business sector – media – has moved into 
the red (ie an Index of less than 48.0).

The CMI is a diffusion index, producing 
‘scores’ of between one and 100 (typically  
in a range of 40 – 60). Ten equally  
weighted factors are included – three 
favourable and seven unfavourable – and 
the index calculated on a simple average 
of the 10 factors. 
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LEGAL LESSON
STEPHEN Cowan FICM, Managing  
Partner at Yuill and Kyle’s and  
author of ‘Scottish Debt Recovery: 
A Practical Guide’, has been  
appointed as a part-time lecturer 
for Strathclyde University, one of 
the UK’s top 10 ranked law schools. 
He will commence the 2012/2013 
session by providing lectures to the 
‘Commercial Law’ class as part of 
the undergraduate LL.B degree. 
debtscotland.com

RESILIENT GROWTH
WORLD economic growth should 
slow slightly to 2.6 percent in 2012, 
with positive growth in all regions 
bar the Eurozone, before rebounding 
to 3.1 percent in 2013 on the back 
of improved prospects in Southern 
Europe according to credit insurers  
Euler Hermes. The evolution of 
international financial tensions, the 
uncertain results of European  
austerity programmes and the 
volatility of energy prices and, more 
generally, commodities are the three 
major factors capable of affecting 
this trend.
eulerhermes.co.uk

Combined sectors Manufacturing Services

Q2 2011 Q3 2011 Q4 2011 Q1 2012 Q2 2011 Q3 2011 Q4 2011 Q1 2012 Q2 2011 Q3 2011 Q4 2011 Q1 2012

Respondents 452 -156 26 298 143 -43 37 59 -2.6 -2.8 -3.0 5.4

Credit sales -4.6 -1.8 -3.6 5.6 -8.2 -0.3 -4.7 6.1 -2.6 -2.8 -3.0 5.4

New credit applications -0.6 -0.4 -7.1 7.1 5.1 -1.7 -10.1 12.0 -3.6 0.4 -5.4 4.3

Order book -2.6 -2.3 -2.8 5.0 -3.9 -1.3 -2.0 4.0 -1.9 -2.9 -3.3 5.6

Index of favourable factors -2.6 -1.5 -4.5 5.9 -2.4 -1.1 -5.6 7.4 -2.7 -1.7 -3.9 5.1

Rejected credit applications -1.6 -0.2 0.2 2.1 -4.6 -3.4 3.3 1.4 0.2 1.5 -1.5 2.5

DSO -11.5 4.2 0.0 1.2 -1.1 2.1 0.6 3.3 -17.3 5.3 -0.3 0.2

Overdues -11.9 2.4 -2.2 3.4 -8.4 -0.4 0.0 5.8 -13.8 3.9 -3.5 2.4

Accounts referred to third parties -1.9 -1.2 0.1 -0.4 -2.6 -2.2 1.6 -1.4 -1.4 -0.6 -0.7 0.1

Disputes -1.3 -2.1 -1.4 2.4 1.0 -2.0 -1.8 -0.6 -2.4 -2.1 -1.1 3.8

Insolvencies 0.4 1.0 -3.6 -0.6 7.4 -3.1 -2.8 -1.3 -3.5 3.1 -4.0 -0.2

Bad debt provision -3.3 1.4 -1.7 -1.2 -0.8 -3.5 4.3 -3.5 -4.9 4.1 -5.0 0.1

Index of unfavourable factors -4.4 0.8 -1.2 1.0 -1.3 -1.8 0.7 0.6 -6.2 2.1 -2.3 1.3

    ICM UK CMI -3.9 0.1 -2.2 2.5 -1.6 -1.6 -1.2 2.6 -5.1 1.0 -2.8 2.4

Comparable US CMI -1.4 -1.3 0.4 1.7 -1.8 -1.5 0.4 2.0 -1.0 -1.1 0.5 1.4

ICM UK Credit Managers’ Index Quarterly Change – Q1 2012

Credit Managers’ Index suggests
economy is improving
Sales, order book and applications for credit are all increasing

Hope of a recovery in the Manufacturing and
Services sectors has been given fresh
impetus with publication of an Index of
nearly 1000 credit managers who report
improvements in order books, sales, and
new applications for credit.
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potential rise in insolvencies.
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moved more than two and a half points
(from 50.5 to 53.1).
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include: sales (up 5.5 to 63.6); new
applications for credit (up 7.1 to 58.0); and
order book (up 5.0 to 62.1).

The increase in new applications is
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for credit is a clear indication that trade is
beginning to move, and this is supported by
the indicated increase in sales and the order
book,” he says.
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ways to make business happen, despite a
challenging economic environment, and
keeping the cash flowing.”
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tempered by concerns regarding overdue

invoices, which although still sitting above
the 50-point threshold (50.7), are giving
cause for concern: “With an Index for bad
debt provision at 44.4, and insolvencies at
42.4, credit managers are clearly erring on
the side of caution,” Philip says, “and that is
perhaps not surprising given the recent
number of high profile failures such as Game
and Clinton Cards.

“What is perhaps slightly more encouraging
is that figures around DSO (Days Sales
Outstanding) index are still relatively stable
(52.3 versus 51.1 in the previous Quarter),”
he says, “albeit that disputes have increased
(to 49.9 from 47.6). This is no time for resting
on any laurels, and credit managers need to
keep focused on managing the cash.”

The CMI continues to track closely to the
PMI indices this quarter - with the average
of the PMI Manufacturing and Services
indices for March broadly similar to the CMI
headline index for Q1 2012.

The latest CMI was based on the input of
credit managers working in both the
Manufacturing and Services sectors. The
companies were broadly split by region and
a diverse range of industries from Insurance
to Oil and Gas.

Credit Managers in the North East are the
most pessimistic (an Index of 46.0 is a full
six points below the national average figure)
and most optimistic in the South East (54.5).

Retail, construction, and food and beverage
are the sectors that appear to be most at
risk (ie recording an Index of between 48.0
and 52.0), although only one business
sector – media – has moved into the Red (ie
an Index of less than 48.0).

The CMI is a diffusion index, producing
‘scores’ of between one and 100 (typically
in a range of 40 – 60). Ten equally weighted
factors are included – three favourable and
seven unfavourable – and the index
calculated on a simple average of the
10 factors. 
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CMI suggests economy  
is improvingTHIS month’s briefing includes details 

of CCR-interactive and the ICM’s 
Coll£ctWho DCA comparison service, 
and the one day  
‘Tackling debt’ 
owed to
Government‚  
conference.  
For more  
information, email  
info@icm.org.uk  
or telephone 
01780 722912.
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