
 

 

Press Release 

CREDIT MANAGERS’ INDEX SUGGESTS ECONOMY IS CONTRACTING 

The Quarterly Credit Managers’ Index (CMI – Q4 2011) has fallen below the 50-point threshold for the 

first time – a figure that not only confirms the ongoing pessimism among professional credit managers 

but also suggests that the economy is contracting. 

The headline index to the end of December stood at 49.7 – more than a two-point drop from the 

previous quarter (51.9) and a full four points behind the score recorded in September 2010 (53.7). 

The Services sector index suffered a comparatively sharp fall (down 2.8 to 49.2) after having rallied in 

Quarter 3. The Manufacturing index, meanwhile, dipped a further 1.2 points to 50.4 - still positive but on 

the decline after a period of stabilisation. 

Favourable factors that had been strong across both the services and manufacturing sectors fell 

dramatically – down 4.5 points to 55.4. This is the second quarter in succession the its index has fallen, 

and was driven primarily by a 7.1 point drop in new applications for credit (down to 50.9), a 3.6 point 

drop in sales (down to 58.1) and a 2.8 point decline in the order book (now standing at 57.1). 

The fall in new applications for credit is a particular concern, says Philip King, Chief Executive of the 

Institute of Credit Management (ICM): “It suggests one of two things,” he says. “Either that businesses 

are trying to hang on to their cash, and only spend what they can afford to buy, or that their own 

business volumes are in decline. 

“Either way it cannot be good news, and the figures are especially challenging in manufacturing where 

credit applications fell by more than 10 points in a single period.” 

Unfavourable factors have now been negative for three consecutive quarters, and fell again by 1.2 

points due to a deterioration in insolvencies (down 3.6 to 43 points), overdues (down 2.2 to 47.2) and 

bad debt provision (down 1.7 to 45.6). 

The CMI continues to track closely to the PMI indices this quarter - with the average of the PMI 

Manufacturing and Services indices for December broadly similar to the CMI headline index for Q4. 

Philip says that the latest figures again make for uncomfortable reading: “The figures around DSOs are 

still relatively stable,” he says, “and it is interesting to note that disputes have similarly fallen. 

“In Quarter 3, with some of the factors improving, there was hope that perhaps the economy was 

stabilising and that the confidence of credit managers was improving, but perhaps this relapse can be 

attributed to the impact of the Eurozone feeding through to our own economy as we feared in 

September.” 



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, although slightly weighted to businesses 

in the southeast. 

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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About 

The Institute of Credit Management (ICM) is Europe's largest credit management organisation, and the 

second largest globally. The trusted leader in expertise for all credit matters, it represents the profession 

across trade, consumer and export credit, and all credit-related services. Formed over 70 years ago, it is 

the only such organisation accredited by Ofqual and it offers a comprehensive range of services and 

bespoke solutions for the credit professional (www.icm.org.uk) as well as services and advice for the 

wider business community (http://www.creditmanagement.org.uk/), including the acclaimed ICM/BIS 

Managing Cashflow guides. 
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