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The differentiated impact of the crisis on
companies’ financial situation
By Vanessa Doucinet, David Ly and Ghjuvanni Torre

Between the end of December 2019 and the end of March 2021, companies' gross
debt increased by EUR 224 billion, while their cash position rose by EUR 215 billion.
Based on a first analysis of the 205,392 balance sheets received by the Banque de
France, it is possible to break down these overall reassuring figures in more detail:
6 to 7% of the total number of rated companies could face difficulties when the
support measures are lifted.

Chart 1: Changes in companies’ gross financial debt and cash position
Source: Banque de France - Companies Directorate
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Key: “sensitive” quadrant, red disk: 11.4% of companies that have not taken out a Stateguaranteed loan (SGL) whose gross debt has increased by 22% and cash position has decreased
by 33%.

The balance sheets drawn up after the start of the health crisis show the crisis’
effect on companies
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As part of its rating activity, the Banque de France collects the annual accounts of over
300,000 non-financial corporations each year, on the basis of which it assigns a credit rating
to more than 270,000 of them.
At the end of May 2021, the Banque de France had received 205,392 balance sheets and
profit and loss accounts drawn up between 30 June 2020 and the beginning of 2021, which
can be compared with the accounts of the same company drawn up one year earlier. The
vast majority of the companies concerned display a turnover of over EUR 750,000, the
threshold corresponding to the scope of the Banque de France rating. By analysing these
accounts it is possible to outline the effects of the health crisis on the financial situation of a
panel of French companies.
The results thus obtained provide preliminary indications of the effect of the health crisis.
Thus, the accounts of the companies studied were only partially impacted by the crisis
during the year under review, and this over varying lengths of time: from three months of
crisis for the balance sheets closed at the end of June 2020 (11% of the balance sheets
studied) to nine months for the balance sheets closed at the end of December 2020 (64%)
(Chart 2).

Chart 2: Breakdown of the 205,392 balance sheets studied by closing date
Source: Banque de France - Companies Directorate
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This first analysis nevertheless enables us to identify some major trends, based on a set of
accounts whose turnover is equivalent on average to 76% of that of the companies whose
accounts were collected by the Banque de France in 2019. In total, the companies surveyed
count 9.4 million employees.

The vast majority of companies have maintained their cash position at the cost
of increased debt
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Between the end of December 2019 and the end of March 2021, non-financial corporations’
gross debt rose by EUR 224 billion, and their cash position by EUR 215 billion. Their net debt
therefore increased by only EUR 9 billion. However, these aggregate data do not enable us to
specify how the changes in debt and cash position are broken down between companies.
De facto, thanks to debt financing, facilitated by the State-guaranteed loan (SGL) scheme, a
majority of companies have been able to maintain or improve their cash position despite
declining sales: for 73% of the companies studied, their cash position has remained stable or
increased (Chart 1). The SGL scheme has largely contributed to this situation: 27% of the
companies surveyed have used it. These companies are both more likely to show a stable or
increasing cash position (over 89%) and to record a greater increase in their cash position
than those that have not had recourse to this scheme.
Deferred tax and social security debt is not included in the financial debt studied here,
although it can be spread out over several years under the exceptional settlement plan
scheme. Indeed, not only is it difficult to isolate precisely in the balance sheet, but also
including it would not alter the conclusions. Thus, the medium-term financial debt of the
companies studied represents an average of 6.1 years of cash flow on the basis of the
balance sheets impacted by the crisis, i.e. a 6-month increase compared to the balance
sheets published before the crisis; if we add the tax and social security debt registered in the
2019 and 2020 balance sheets, the increase in debt expressed in terms of the number of
months of cash flow is the same: + 6 months.

The rating system to identify potentially vulnerable but economically viable
companies
Despite this increase in the cash position of most companies, 14% of the companies studied
record both a rise in debt and a decrease in their cash position: they are in the "sensitive"
quadrant, in the upper left-hand corner of Chart 1.
These companies should therefore be closely monitored, sector by sector, even if the
approach should nevertheless be qualified: on the one hand, some companies in the other
quadrants may require close monitoring; on the other, some companies in this quadrant
may be in good financial health. Thanks to the Banque de France rating system, it is possible
to identify potentially vulnerable but economically viable companies in the "sensitive"
quadrant, which could face difficulties when the government support measures are lifted.
After excluding the best-rated companies before the crisis (3++ to 4+), i.e. those which were
in a sufficiently favourable situation to cope with the shock, and the worst-rated companies
(6 to P), i.e. the very fragile ones even before the crisis, we estimate that around 6 to 7% of
rated companies will need to be closely monitored. This proportion is higher in certain
sectors; it reaches 10 to 13% in the accommodation and food services sector, which is
logically the most impacted by the crisis (Chart 3).
Chart 3: Share of companies requiring close monitoring
Source: Banque de France - Companies Directorate
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