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Executive Summary 
 

�— Trade finance services are used in trillion�W���S�J���H�S�P�P�E�V�W�…���[�S�V�X�L���S�J���I�G�S�R�S�Q�M�G���X�V�E�R�W�E�G�X�M�S�R�W��
(BIS estimate a third of all trade), and users of this type of service are collectively 
estimated to pay about $60bn pa in fees. Trade Credit Insurance covers $3trn+ of 
exposure, with insurance costs running at $6bn pa. 

 

�— The CDS market is a proxy for the cost of trade credit insurance. In general, corporates 
must accept the going rate, but knowledge of current pricing vs. current ris k may be 
critical to some marginal trade credit insurance decisions. In recent mo nths, US 5Y 
CDS prices look low compared with consensus credit data from Credit Benchmark. 
This suggests that the current cost of trade credit insurance may also be below norm al 
and hence possibly undervalued. 

 

�— Receivables Case Study - Rio Tinto: The majority of the largest Rio Tinto customers 
are Investment Grade; none of them are in the c category, although a sizeable minority 
are in the bb and b categories. 45% of the total Rio Tinto customer base is unrated. 
The credit distribution of the main Rio Tint o customers shows significantly lower 
credit risk than for the sector overall.  
 

�— Payables Case Study - General Motors: The majority of the top suppliers to General 
Motors are Non-Investment Grade, including some in the b and c categories.  Across 
more than 800 suppliers, 140 are covered by rating agencies, whereas 280 are covered 
by consensus data. The credit distribution of the main General Motors suppliers 
shows slightly higher credit risk than for the sector overall.  
 

�— Inflation:  If supply chain disruptio n and a consumer boom is inflationary, then COVID 
winners are likely to also be inflation winners.  Examples include Real Estate, Food 
Producers, Food Retailers and General Industrials.  But success in an inflationary 
environment hinges on pricing power, optimal inventories and correct identification of 
industry turning points and shrewd trade finance management.  
 
 

 
 
 
 The COVID-19 pandemic has pushed global 

personal savings to record levels, estimated by 
�1�S�S�H�]�…�W�� �X�S�� �V�I�T�V�I�W�I�R�X�� ���	�� �S�J���+�P�S�F�E�P�� �+�(�4 ($5trn). 
This brings the prospect of a major consumer 
spending spree and general economic boom as 
the world emerges from lockdown.   
 
But chronic material shortages and general 
supply bottlenecks have raised the ancient 
spectres of cost -push and demand-pull inflation, 
while the recent Greensill failure has focused 
attention on supply chains, trade finance and 
trade credit insurance.   
 
This paper presents some single company case 
studies using Bloomberg supply chain data. For 
CFOs, Group Treasurers, Procurement Managers, 
and participants in the trade finance sector, it 
highlights the value of credit consensus data in 
assessing current and future counterpart credit 
risks. 

About Credit Benchmark  
 
Credit Benchmark produces a comprehensive view of credit risk by 
creating Credit Consensus Ratings (�ĈCRs�‰) and analytics on the credit 
quality of companies, financial institutions, sovereigns, and funds. 
 
The data is sourced from more than 40 global financial institutions, 
representing the work of over 20,000 analysts and is also used by 
regulators to monitor Basel rules on capital adequacy.  
 
Credit Benchmark collects a specific measure of credit risk: a one-year, 
forward-looking Probability of Default (PD) and forward-looking senior 
unsecured Loss Given Default (LGD).  
 
The underlying inputs are subject to a rigorous data quality approval 
process and derived from models that are approved by regulatory 
authorities. The resultant accuracy of each PD and LGD leads to a 
credible market view of credit risk  for each given entity. 
 
After being anonymized and aggregated, the contributed risk estimates 
are mapped to the appropriate credit category on the Credit Benchmark 
Consensus scale, which is calibrated periodically and can be used as a 
comparison to the scales published by the rating agencies.  
 
Credit Benchmark produces regular data updates with history going 
back to 2015. 
























