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GLOSSA RY OF TER MS
Dun & Bradstreet defines specific terms as follows:
Business failure - A ‘Failed Business’ means any business that seeks legal relief from its creditors or ceases operations
without paying all its creditors in full.
Company* - A legal entity, made up of an association of people (be they natural, legal, or a mixture of both), for carrying
on a commercial or industrial enterprise.
Corporations - A ‘Corporation’ is a company or group of people authorised to act as a single entity (legally a person) and
recognised as such in law.
Non-registered business - A business that is not recognised as a separate legal entity and not registered at that country’s
official companies registry (e.g. Companies House in the UK).
Firm - A business organisation that sells goods or services to make a profit, regardless of registration status.
*Companies included in this report are those registered at Companies House.
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1. 0 U K E C O N O M I C O U T L O O K
ECONOMY TO CONTR AC T BY ALMOS T
10 % THIS Y E AR

GOVERNMENT ANNOUNCES MORE
SUPPORT MEASURES

Recently released real GDP growth data for May shows
that the UK economy has returned to growth as lockdown
measures are gradually phased out. Worryingly, however,
growth came in at just 1.8% y/y in May, significantly
below our and other market-watchers’ expectations. The
disappointing figure comes after a sizeable 20.3% drop in
April, while the economy shrank by almost 25% in the
period covering February (the last month before the
lockdown) to May.

In early July, the Chancellor of the Exchequer announced
several additional measures to stimulate the ailing
economy. A temporary, six-month VAT cut was introduced
for the struggling hospitality sector, while home buyers will
benefit from a temporary suspension of stamp duty. Other
measures target the construction sector (by subsidising
energy-saving home improvements), while companies that
retain currently furloughed employees will also receive a
cash bonus. The package announced in July comes on top
of several other policies the government has launched since
the start of the pandemic, such as grants and loans to
struggling businesses, as well as providing guarantees for
trade credit insurance worth up to GBP10bn.

Business and consumer confidence indicators are recovering
gradually at the moment but are still below the neutral line
that divides expansion in sectoral activity from contraction.
Footfall in non-food retail was still down by around 40%
y/y in the second half of June and, negatively for domestic
demand, households are increasing precautionary savings
against the backdrop of rising job uncertainty.
Furthermore, 11% of UK-based businesses were still
temporarily closed in late June, and with government
support measures (such as the coronavirus job retention
scheme) being gradually phased out over the coming
months and quarters, the economic damage stemming from
the pandemic will become more visible in the second half
of 2020.

A V E R A G E W E E K LY E A R N I N G S
G R O W T H A N D I N F L AT I O N

I N F L AT I O N

Taking all factors into account, Dun & Bradstreet now
forecasts that the UK economy will contract by 9.8% this
year, against an earlier estimate of -8.5%. This compares
unfavourably with all other G7 economies and highlights
the UK’s exposure to the Covid pandemic: in a global
comparison, the country currently has the third-highest
death toll, with only the US and Brazil faring more badly.

While this is all helping to reduce the economic damage of
Covid somewhat, it is also having a severely negative effect
on the government finances. In May 2020, the government
debt stock rose above 100% of GDP for the first time since
the 1960s and, in a y/y comparison, government debt
increased by more than 20 percentage points. Borrowing in
May 2020 was nine times higher than in the previous year,
and the government’s cash requirement is currently at an
all-time high, according to data from the Office for
National Statistics. While investors continue to lend at very
low interest rates (the 10-year government bond yield for
the UK stood at just 0.2% in mid-July), the persistent high
deficit will require reduced government spending and/or
tax rises over the medium to long term. This could
endanger, in particular, the government’s plans to improve
infrastructure in the north of England.
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2.0 GLOBAL ECONOMIC OUTLOOK :
RECORD RECESSION E XPEC TED
The coronavirus pandemic continues to undermine global
prospects – albeit with regional variations. High-frequency
data indicate that the nascent recovery experienced in
Europe is plateauing, while the re-imposition of lockdowns
in some US states in the face of rising Covid-19 cases will
prevent any strong recovery in Q3. In Latin America and
Sub-Saharan Africa, the impact of the pandemic is still
worsening. In contrast, data from China appear to indicate
that the economy continues to recover; albeit still weakly.
We expect that Chinese growth will come in at 2.0% in
2020, down from 6.1% in 2019.
Looking ahead, the monetary and fiscal policies adopted to
offset the negative impacts of the pandemic will create
problems into the medium term. Fiscal packages have put a
significant strain on government finances, which were much
weaker in 2019 than in 2007, particularly for emerging
and less developed economies. Globally, IMF quota-use is
already at a 54-month high. In Latin America, in particular,
public debt sustainability is already a challenge, with the
threat of sovereign defaults rising sharply. Meanwhile,
banks face increased non-performing loans (NPLs) and loss
provisioning as earlier support packages are phased out
and the disappearance of companies and jobs results in
rising bankruptcies. Although the banking sector is better
placed to deal the crisis than in 2008, the rise in NPLs will
reduce the banks’ capacity to provide credit. For Q1-Q2,
banks in Europe and North America are due to provision
over USD100bn in bad loan losses, the highest reserve
increase since 2009.
KE Y RISK: UNCONTROLLED OUTBRE AKS
AND L ABOUR MARKET ‘SC ARRING’
China’s recovery from its economy’s 6.8% contraction in
Q1, to post a 3.2% y/y rise in real GDP in Q2, was driven
by public investment, construction and exports. But its
post-lockdown performance is unlikely to be typical.
China’s ‘health code’ system, medical supplies and testing
capacity stand out, in enabling its tentative disease
containment. By contrast, almost all US states faced a
disease reproduction rate over 1.0 in July, and three
outbreak foci comparable in scale to that of New York in
early Q2. According to Dun & Bradstreet’s Covid-19
Disruption Tracker, while 107 economies experienced a fall
in the percentage of disrupted businesses in the latter half
of July, the percentage rose once more in the US and
Canada. Due to the resumption of closures of non-essential
businesses among states that contribute heavily to GDP, the
US recovery will have less momentum than expected in Q3
2020. This may cause 2020’s global growth forecast to
edge back below -5.0%, after recovering to -4.8% in July
on China’s improved outlook.

K E Y G L O B A L G R O W T H I N D I C AT O R S

REAL GDP GROWTH (%)
2019

2020f

2021f

World

2.3

-4.8

3.8

Advanced Economies

1.6

-6.4

3.4

US

2.3

-5.3

2.9

Euroland

1.2

-8.4

4.9

Japan

0.7

-5.6

1.3

UK

1.5

-9.8

6.3

3.4

-2.2

4.6

Brazil

1.1

-7.7

2.3

Russia

1.3

-4.5

1.8

India

4.2

-4.5

6.3

China

6.1

2.0

5.5

Emerging Economies

Interventions by OECD governments and central banks
with long histories of sovereign creditworthiness and sound
macroeconomic management kept jobs alive on paper and
stabilised household incomes in Q2. The winding-down of
job protection schemes will bring a new wave of
unemployment in Q3, offsetting the revival in mobility.
However, employment still fell y/y in June, even in
economies with moderate shocks or good prospects to
date: by 4.8% in Vietnam, and 1.3% in South Korea. And
where the disease has not been controlled, the fall was
steeper: 9.5% in the US, and 19.2% in the Philippines.
Although services sectors are expected to suffer the most
job losses, as the hospitality, retail, aviation and tourism
sectors lose their viability, manufacturing employment fell
y/y in ten reported economies as of end-July: it fell by
8.3% in the US and 13.1% in Canada. Meanwhile,
extended disruptions to schooling, and losses of part-time
and contract roles, are reducing global labour force
participation rates, including for female workers. This
could lessen medium- to long-term expectations of growth
among households and firms, and with that, prospects for
post-pandemic recovery.
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3 . 0 PAY M E N T S N A P S H O T
P R O M P T PAY M E N T S T R E N D L I N E
OCTOBER 2019 TO JUNE 2020

The chart above depicts how promptly all UK businesses
have been paying their bills over the past nine months.
Unsurprisingly, against the backdrop of a sharply
contracting economy caused by the Covid lockdown
measures, payments performance deteriorated in Q2 2020.
This comes after several quarters of continuous
improvements – the March 2020 reading was a multi-year
high. Since then, the share of prompt payments has fallen
from 47.2% to 42.6% in June (which is still higher than
the 37.2% recorded at the start of 2019). Dun &
Bradstreet forecasts a further deterioration throughout
Q3, as some sectors are experiencing increasing cash-flow
problems, despite the lockdown measures being
gradually eased.
P R O M P T P AY M E N T
( C AT E G O R I S E D B Y N U M B E R O F E M P L O Y E E S )
As the data in the charts below reflects, larger businesses
continue to squeeze their suppliers by paying in a much
slower manner than their smaller counterparts. The
differential in payment habits between those companies
employing 1,000 workers or more and those employing
fewer than five is significant: 11.3% in Q2 2020 (it was
14.2% in Q1) as opposed to some 48.9% (compared with
54.6% in January-March 2020).
A V E R A G E P R O M P T PAY M E N T B Y E M P L O Y E E S I Z E
Q2 2020

invoice standing at GBP8,500. In order to help small
enterprises, the government set up the Office of the Small
Business Commissioner (in the Enterprise Act of 2016), and
recently transferred the responsibility for the Prompt
Payment Code from the Chartered Institute of Credit
Management to the Small Business Commissioner. With the
cash reserves of SMEs generally being low, the lockdown
procedures during the coronavirus pandemic are likely to
have a significant adverse impact on prompt payments
performance in the remainder of 2020. Positively, the
government is specifically targeting SMEs in its coronavirus
support packages, but the impact remains uncertain, as
most measures are loan guarantees rather than grants. As
these loans must be serviced from April 2021 onwards,
payments performance could deteriorate further in
mid-2021.
P R O M P T P AY M E N T
( C AT E G O R I S E D B Y I N D U S T R Y )
As Dun & Bradstreet data shows, all 14 sectors covered in
our Industry Report saw quarter-on-quarter
deteriorations in the share of prompt payments in AprilJune 2020. This is a significant change from the previous
five quarters: in Q1-Q3 2019 all sectors recorded a rise in
the share of prompt payments; in Q4 2019 13 out of 14
sectors reported improvements; and in Q1 2020, 12
sectors saw improvements. In the April to June period, the
biggest deterioration was recorded in business services,
where the share of prompt payments fell from 49.2% to
40.0%. Transport/Communication/Utilities (-6.2
percentage points, pp) and Finance/Insurance/Property
(-6.1pp) also saw significant drops. The smallest
deteriorations were reported in retail trade (-1.4pp) and
eating and drinking places (-0.5%).
Overall, significant differences across industries remain
clearly visible: while only 29.2% of all bills get paid on
time in the machinery manufacturing sector, this
percentage rises to 54.3% in the construction sector and
an even higher 61.4% in agriculture. Meanwhile, the
public sector remains close to the bottom of the league,
with only 29.7% of all bills having been paid on time in
Q2 2020, significantly below the national average
of 42.6%.
A V E R A G E P R O M P T PAY M E N T B Y I N D U S T R Y
Q2 2020

Late payments remain a major problem for UK-based small
and medium-sized enterprises (SMEs). Figures from early
2020 show that British SMEs are owed (often by large
companies) GBP50bn, with the average amount owed per
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P R O M P T P AY M E N T
( C AT E G O R I S E D B Y R E G I O N )
Dun & Bradstreet’s Q2 2020 data also reveals that
payment patterns have deteriorated in all 14 regions
surveyed. The smallest contraction was seen on the
Channel Islands (-0.6pp), followed by the South West and
the North (both -3.1pp). The worst performer was
Northern Ireland, which saw a double-digit contraction in
Q2 (-11.3pp), followed by Scotland (-6.8pp) and the South
East (-5.6pp).
A V E R A G E P R O M P T PAY M E N T B Y R E G I O N
Q2 2020

The significant drop in prompt payments in Northern
Ireland in Q2 means that the region now displays the
slowest payments performance in the UK: overall, only
35.8% of payments were made on time there in the
April-June period. Greater Manchester and Greater
London (37.3%) are also close to the bottom of the table,
unchanged from previous quarters. The South West (where
almost half of all payments are still made on time), the
Channel Islands (48.6%) and East Anglia (46.6%) continue
to comfortably outperform the UK average of 42.6%.
In a European comparison, proprietary data from Dun &
Bradstreet and our World Wide Network confirms the UK’s
average position: in January-March 2020 (latest available
data) the average payment delay in the UK was 13.0 days
(down from 15.0 days in Q3 2018), compared with the
European average of 13.1 days. The UK lags some of its
neighbours considerably, most notably the Netherlands
(where the average payment delay stood at 4.2 days in Q1
2020) and Germany (6.6 days). Positively, the UK
outperforms Spain (14.4 days), Italy (18.1 days) and
Portugal (28.0 days).
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4 . 0 C O R P O R AT E L I Q U I D AT I O N S
While the impact of Covid-19 is clearly visible in B2B
payments performance, the pandemic is yet to lead to an
increase in the number of business liquidations. Quite the
contrary, Q2 2020 saw the lowest number of liquidations
in more than nine years: overall, 2,609 companies were
liquidated in April to June, down by 34.6% q/q and by an
even higher 36.6% y/y.
However, this immense improvement is entirely due to
recently implemented changes in the UK’s insolvency
regulations. In order to give companies ‘breathing space’, a
90-day moratorium was introduced by the government,
during which creditors will not be able to enforce debts
accrued by companies that are hit by Covid-19. This,
coupled with the Covid-19 support packages the
government has launched, has led to an artificial drop in
corporate liquidations.
Unfortunately, Dun & Bradstreet expects this development
to be only temporary; we forecast a significant rise in the
number of business liquidations in late 2020, and especially
in mid-2021 – when companies will have to start servicing
their Covid-19-related loans (government regulations
stipulate that no payments on interest and principal have
to be made in the first twelve months). The worst
recession in 90 years will inevitably have a significantly
adverse effect on companies’ ability to pay their suppliers
and lenders.
B U S I N E S S L I Q U I D AT I O N S

C O R P O R AT E L I Q U I D AT I O N S :
R E TA I L T R A D E
In the retail sector, the number of business liquidations fell
significantly in a quarter-on-quarter comparison (-35.0%)
as well as year on year (down by 35.3%). Overall, 247
businesses were liquidated in April-June. That said, this
positive picture was caused by the above-mentioned
changes to UK insolvency law, and will not last: pressure
on most retailers is growing – at least those with a physical
presence. Because of the lockdown measures implemented
in late March (which included the forced closure of
non-essential businesses, a category under which many
retailers fell), retail sales in Q2 contracted by a record-high
10.5% y/y. This comes after many quarters of anaemic
growth during which many well-known retail chains (such
as Kath Kidston, Laura Ashley and Oasis) had already gone
into administration.
Positively, some of the lockdown measures have been
removed, and retailers were allowed to open again in June,
leading to a 13.9% month-on-month increase in sales
figures; but some of the uptick is a one-off effect because of
pent-up demand. With employment forecast to rise over the
coming quarters, and with social distancing measures likely
to stay in place for the foreseeable future, retailers will face
a challenging 2020-21. As a consequence, companies like
TM Lewin, Go Outdoors, Monsoon Accessorize, Victoria’s
Secret UK, Bensons Beds and Soletrader all went into
administration during Q2.
R E TA I L S E C T O R I N S O LV E N C I E S & S A L E S V O L U M E

A sectoral breakdown shows that 11 of 14 sectors covered
recorded a decrease in the number of liquidations in the
second quarter of the year, ranging from a 17.0% q/q fall
in consumer manufacturing to a 62.0% contraction in
eating and drinking places. Health/Education remained
stagnant, while increases were recorded in agriculture
(+21.7%) and government (up 25.0% – but in absolute
terms the increase was less impressive: from 4 business
liquidations in Q1, the figure increased to 5 in Q2).
As in previous quarters, the sector with the most failures
was business services, where the number of liquidations
stood at 584 in April-June (down from 858 in Q1),
followed by construction (408 in Q2) and personal
services (264).

That said, the retail sector produced positive news as well.
Besides supermarkets and DIY shops (which both reported
rising sales during Q2), internet-based retailers were the
main winners in the second quarter. Due to the
government-mandated closure of physical shops,
consumers switched to online orders, which led to a
significant rise in internet retail sales: latest figures from
the Office for National Statistics show that in May UK
consumers spent GBP2.3bn on internet retail sales, up from
GBP1.4bn a year earlier. As a percentage of total retail
sales, online orders now account for 32.8%, compared
with 20.0% in January. Although the opening of physical
stores might lead to a modest correction in shopping
patterns, it remains very likely that the long-term shift
away from bricks-and-mortar shops to web-based retailers
will continue.
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C O R P O R AT E L I Q U I D AT I O N S :
CONSTRUC TION
Dun & Bradstreet business failure data for the construction
sector shows an immense 43.2% year-on-year decrease in
the number of corporate liquidations (36.1% quarter on
quarter). Overall, 408 companies were liquidated in
April-June, down from 638 in the previous quarter, and the
Q2 value is the lowest reading since late 2016. The sector
is important for the UK economy, as it contributes some
GBP90bn in gross value added and supports almost
3m jobs.
C O N S T R U C T I O N O U T P U T A N D I N S O LV E N C I E S

Regardless of the improvements seen in Q1 2020, readers
should assume that a significant, coronavirus-induced
deterioration will be visible in the remainder of 2020, as
the lockdown measures will have caused an immense
economic contraction. The construction sector will not be
shielded from this significant recession, although it was one
of the sectors that was not legally forced to close. Latest
Purchasing Managers’ Index data for the sector (published
in early July) shows a significant improvement in sectoral
activity: the PMI jumped from a multi-year low of 28.9
points in May to 55.3 points (which was above the neutral
50-points line that divides expansion in sectoral activity
from contraction). New order inflow stabilised in June and
activity expanded by the fastest rate in around two years,
but employment continued to fall.
With the outlook for the sector darkening –unemployment
is likely to rise, and access to finance will be more
complicated – government support was launched to
mitigate some of the Covid-19-related effects. Subsidies to
make homes more energy-efficient, as well as a potential
extension of the help-to-buy scheme beyond its original
December 2020-end date, will create some additional
demand going forward. But overall, Dun & Bradstreet
forecasts a deterioration in the sector’s operating
environment in 2020-21.
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5 . 0 R I S K O F F A I L U R E A N D PAY M E N T D E L I N Q U E N C Y –
I N D U S T R Y S E C T O R C O M PA R I S O N
R I S K O F FA I L U R E
RISK

HIGH RISK

(Rating 1,2,3)

(Rating 4)

CASH VULTURES

TROUBLE – LET YOUR COMPETITORS
HAVE THEM

(Delinquency Score <=10)
(Delinquency Score >=11)

HIGH RISK
RISK

Minimal to above average
risk

R I S K O F V E R Y S L O W PAY M E N T

Minimal to above average risk

UK AVERAGE – 24%
RETAIL – 12%
CONSTRUCTION – 18%
Offer discount for prompt payment
Charge interest on late payments
Reset payment terms accordingly
Improve relationship with client to induce
prompt payment

UK AVERAGE – 4%
RETAIL – 5%
CONSTRUCTION – 4%
Increase prices to cover risk
Reduce exposure – stop orders until paid
Take guarantees
Monitor vigorously
Avoid new clients with this profile
Up-front payment

IDEAL CUSTOMERS – CULTIVATE

MONITOR CLOSELY

UK AVERAGE – 71%
RETAIL – 80%
CONSTRUCTION – 77%

UK AVERAGE – 2%
RETAIL – 4%
CONSTRUCTION – 1%

Push for more sales
Strengthen relationship with client

Reduce exposure – minimise outstanding orders
Monitor vigorously
Take guarantees

Dun & Bradstreet’s statistical analysis reveals that, at the end of Q2 2020, some 4% of UK businesses are deemed to be at
high risk of liquidation and are highly likely to pay in a severely delinquent manner, while 71% offer a low risk both of failure
and of slow payment (down from 80% in the Q3 2019). Sales emphasis towards these latter businesses will enhance
opportunities and enable suppliers to reduce risks of non-payment. Additionally, some 24% of UK businesses fall within the
lower risk categories and are thus less likely to fail; however, the payment habits they exhibit are somewhat slow, and while
suppliers can be fairly secure in the knowledge that the business will not fail, payment may be somewhat protracted. We
expect changes to these figures in the months ahead as the damage caused by the coronavirus pandemic becomes more visible.
D U N & B R A D S T R E E T ’ S O V E R A L L R E C O M M E N D AT I O N S
– Remember that the drop in business liquidations seen in Q2 2020 will be a temporary effect: count on a significant rise in
late 2020 and in 2021.
– In this light, monitor counterparty risk frequently and adjust payment terms in order to reflect changing risk levels.
– Monitor the significant regional and sectoral difference in payments performance and expect B2B payment patterns to
deteriorate in H2 2020 and in 2021.
– Assume that most leisure, entertainment, non-food retail and tourism will be hit the hardest by the coronavirus pandemic.
– As a baseline scenario, expect the economy to shrink by almost 10% in 2020 before a relatively robust recovery in 2021
reverses some of the immense economic losses.
– The robust recovery in 2021 is based on the assumption of no second wave of Covid-19; monitor the newsflow closely.
– Stay informed about the government’s support measures during the coronavirus outbreak; measures range from cash grants
to loans and loan guarantees.
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