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Getting the best from a  
trade credit policy is all  
about finding the right 
balance between the cost of 
the policy and the value of 
the debt portfolio it covers. 

With the number of businesses entering into 
receivership on the rise, now’s the time for all 
organisations to consider instruments that may help 
cover their bottom line.

Insolvencies have been front and centre since the start of 2016, with a 
number of high profile businesses entering into administration in Australia. 

This is indicative of a broader trend and data shows the number of 
insolvencies in Australia has been on the rise. According to the Australian 
Securities and Investments Commission’s latest figures, there were around 
10,404 registered company insolvencies in Australia in 2015, a rise of 1610 
entities compared to the 2014 figure of 8,7941.  

Trade credit 
policy solutions 
just in time

Additionally, The Reserve Bank of 
Australia (RBA) said in its November 
Statement on Monetary Policy2 that it 
expects GDP growth of between 
2% and 3% for the 2015/2016 year, 
with the growth in the economy not 
picking up to average levels until 
June 2017.

Typically, when the number 
of insolvencies is on the rise, 
businesses turn their attention to 
instruments that can help them to 
maintain their growth and earnings. 
One of these tools is trade credit 
cover. Getting the best from a trade 
credit policy is all about finding 
the right balance between the cost 
of the policy and the value of the 
debt portfolio it covers. For some 
insureds, the cost of this cover is the 
lowest it has been for five years. 

Trade credit insurance can 
be a particularly important 
consideration when a business only 
has a small number of customers 
and is vulnerable should it lose one 
or more of these accounts.  It can 
also be a good tool for early stage 
ventures that have not yet built up 
financial reserves.

1 Insolvency statistics - Series 1 Companies entering external administration, accessed 08/01/16, http://www.asic.gov.au/regulatory-resources/find-a-
document/statistics/insolvency-statistics/insolvency-statistics-series-1-companies-entering-external-administration/

2 Reserve Bank of Australia, November 2015, Statement on Monetary Policy 
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Marsh Pty Ltd (ABN 86 004 651 512, AFSL 238 983) arrange insurance and are not an insurer. This article and any recommendations, analysis or advice 
provided by Marsh (collectively, the ‘Marsh Analysis’) are not intended to be taken as advice regarding any individual situation and should not be relied 
upon as such. Any statements concerning actuarial, tax, accounting or legal matters are based solely on our experience as insurance brokers and risk 
consultants and are not to be relied upon as actuarial, accounting, tax, or legal advice, for which you should consult your own professional advisors. The 
information contained herein is based on sources we believe reliable, but we make no representation or warranty as to its accuracy. Except as may be set 
forth in an agreement between you and Marsh, Marsh shall have no obligation to update the Marsh Analysis and shall have no liability to you or any other 
party with regard to the Marsh Analysis or to any services provided by a third party to you or Marsh. 
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ABOUT MARSH

Marsh is a global leader in insurance 
broking and risk management. 
Marsh helps clients succeed by 
defining, designing, and delivering 
innovative industry-specific 
solutions that help them effectively 
manage risk. Marsh’s approximately 
27,000 colleagues work together 
to serve clients in more than 130 
countries. Marsh is a wholly owned 
subsidiary of Marsh & McLennan 
Companies (NYSE: MMC), a global 
professional services firm offering 
clients advice and solutions in the 
areas of risk, strategy, and people. 
With 57,000 colleagues worldwide 
and annual revenue exceeding 
US$13 billion, Marsh & McLennan 
Companies is also the parent 
company of Guy Carpenter, a leader 
in providing risk and reinsurance 
intermediary services; Mercer, a 
leader in talent, health, retirement, 
and investment consulting; 
and Oliver Wyman, a leader in 
management consulting. Follow 
Marsh on Twitter @MarshGlobal, 
or on LinkedIn, Facebook, and 
YouTube.

Trade credit insurance  
can be complex and ensuring 
the right balance between 
cost and cover requires 
a special skill set.

Recently, there have been product improvements in some trade credit 
insurance products that offer businesses more flexible options when it 
comes to tailored cover. For instance, a business might be able to choose to 
protect the debts of a single customer, if the client operates in a sector that 
could suffer a substantial decline as a result of any significant downward 
economic trend. It may also be possible to cover a portion of all the business’s 
outstanding debts.

Insurers are increasingly willing to be flexible when it comes to providing 
trade credit cover so  it is worth engaging a broker to achieve the best 
solution possible for the business. It is likely insurers will introduce further 
policy innovations down the track.

Trade credit insurance can be complex and ensuring the right balance 
between cost and cover requires a special skill set. It’s worth working with 
a specialist broker with extensive experience in this area to ensure the 
business receives competitive and comprehensive insurance cover.


