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Abstract

This report aims to deepen the understanding of the micro aspects of the use of the euro in international trade
invoicing and/or settlement. What determines the use of a currency in the invoicing of international trade? Is the
euro increasingly used as an invoicing currency in international trade? What are the obstacles to the use of the
euro in trade invoicing? This report collates existing analyses on the possible obstacles for using the euro in
international trade and discusses the theoretical and empirical literature addressing these questions.
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Glossary
PCP: Producers Currency Pricing
VCP: Vehicle Currency Pricing

LCP: Local Currency Pricing



EXECUTIVE SUMMARY

This report aims to deepen the understanding
of the micro aspects of the use of the euro in
international trade invoicing and settlement. It
provides insights into the determinants of the
use of the euro in international trade invoicing
while investigating associated obstacles across
selected industries by looking at legal,
regulatory, accounting and international
payment infrastructure restrictions, and/or
trade practices. It consists of a literature
review and a survey with both quantitative and
qualitative dimensions. The survey
concentrates on five corporate sectors: (i)
aircraft, (ii) energy, (iii) financial services, (iv)
electrical engineering, and (v) mechanical
engineering.

The study first provides an overview of the
theoretical and empirical literature, and recent
developments concerning the use of the euro
in extra-euro area trade. The percentage of
exports of euro-area firms to countries outside
the euro area that is invoiced in euro ranges
from 60% to 75% depending on the data-
collection methodology. Recent macro data
collected by the ECB indicate that around two-
thirds of extra-euro area exports of goods and
services are invoiced in euro.

Very few empirical studies focus specifically on
the drivers of the use of the euro in
international trade. The findings in these
studies are broadly in line with theoretical
literature and empirical findings of studies of
other currencies. They confirm that euro-area
firms mainly invoice in euro when exporting.
With regard to the determinants for choosing
a currency other than the euro for trade
invoicing, the literature finds that: firms tend
to adopt the invoicing currency of their main
competitors; firms in large countries invoice
more in their own currency; large firms invoice
less in euro; and more homogeneous goods
tend to be invoiced less in euros.

The quantitative survey covered mainly
medium-sized companies in the five covered
corporate sectors. The findings confirm that
the euro is widely used by euro-area firms in
their invoicing practices in international trade.
Specifically, almost 80% invoice 76-100% of
their extra-euro area exports in euro, while
67% of the firms said that they do not use any
other currency for export invoicing. In general,
firms reported that their invoicing practices
were not affected by the European sovereign
debt crisis. Further analysis indicates that the
use of currencies other than the euro is often
not related to obstacles that discourage the
use of the euro, but rather to other factors. For
example, firms indicate client preference and
the dominant role of the US dollar as a vehicle
currency in global finance as reasons. A small
minority of firms point to accounting issues
and regulatory and legal obstacles. The
findings on these possible obstacles apply to
the mechanical and electrical engineering
industries only.

The qualitative survey, complementing its
guantitative counterpart, targeted large firms
in the same five sectors with qualitative
guestionnaires and in-depth interviews. The
survey provides evidence that the US dollar is
the dominant invoicing currency in the aircraft
and energy industries. In these sectors the
gualitative survey does not point to micro-
economic obstacles to using the euro. Firms
reported that there are no regulatory, legal or
accounting issues. In the aircraft and
aerospace industry none of the interviewees
saw much benefit or scope to change the US
dollar dominance in their sector. It is the
established dominant currency in that sector
due to the global nature of the aircraft and
aerospace market, the US dollar-based
revenue structure of clients, historical reasons
and the important linkages of the aircraft
industry with the oil market. The interviewed
aircraft and aerospace companies underlined



the importance of exchange rate risk
management. Overall, these firms are satisfied
with the availability of hedging instruments
which enable them to pursue various hedging
strategies. While hedging is generally
unproblematic to the major firms in the
industry, SMEs do not have similar access to
hedging, as they are generally credit
constrained and need to use their credit lines
for investments and working capital rather
than hedging. The companies also noted that
banks were very reluctant when requested to
engage in any payment activities for
transactions in “sensitive countries”. For the
energy sector, the dominance of the US dollar
stems from the global commodity and energy
markets that are traditionally US dollar
dominated. Finally, in the financial, electrical
and mechanical engineering sectors, no
obstacles to using the euro in international
trade could be identified.

An important caveat to the interpretation of
the survey results is the low response rate
obtained in both the quantitative and the
qualitative components. For the quantitative
survey more than 17000 companies were
contacted with a response rate of 2.3%, or a

total of 400 responses. The qualitative survey
yielded a similarly low response rate. A
possible explanation for the low response
rates, as suggested by the results obtained in
the survey, is that most of the EU companies
mostly use the euro for their exports, i.e. they
do not consider a survey on obstacles relevant
for their business. This result was also
confirmed by some of the industry
associations.

In summary, European firms mostly use the
euro intheir invoicing practices in international
trade. While there may be some obstacles at
the micro-level that cause some companies to
reduce their use of the euro, there is no
evidence of widespread concerns in any sector.
In some cases firms prefer to use the US dollar
due to its role as a global financing and vehicle
currency. Sound macroeconomic policies, the
deepening of the EU Economic and Monetary
Union, and the development of the Capital
Markets Union, may all contribute to further
strengthen the role of the euro on the global
trade and finance markets.



1. Introduction

The Eurogroup on 16th February 2015 agreed that international trade invoicing and settlement
currencies! are important issues affecting firms in the euro area and invited the Commission to look
for possible obstacles to using the euro in international trade. Against this background, this report
aims to deepen the understanding of the micro aspects of the use of the euro in international trade
invoicing and settlement. In particular, the report attempts to answer the following questions: What
determines the use of a currency in the invoicing of international trade? Is the euro increasingly used
as an invoicing currency in international trade? What are the obstacles to the use of the euro in trade
invoicing?

The study addresses the questions by: (i) mapping practices in invoicing, pricing and settlement; and
(ii) analysing the main determinants for using the euro in international trade, and (iii) identifying
possible obstacles to the use of the euro. On the basis of the mandate given by the Eurogroup and by
taking into account the largest exporting EU industries, the study focuses on five corporate sectors,
namely: (i) aircraft, (ii) energy, (iii) financial services, (iv) electrical engineering, and (v) mechanical
engineering.

In order to facilitate the above, a specialized survey with two dimensions - a quantitative and a
qualitative one - was designed and conducted. The reason why we combine two types of surveys is
twofold: first, to reveal various aspects that differentiate small and large companies, and, second to
ensure the robustness of the provided results. On the basis of a mandate by DG ECFIN, the qualitative
survey was performed by the JRC while the quantitative one was conducted by Eurobarometer (the
company operating under the Eurobarometer framework contract was TNS opinion (TNS)). The latter
one covers firms in Germany, France and Italy. As regards financial services, given the importance of
players outside the EU on transactions, the scope also covers the UK.

The research strategy underlying this study consists of four steps, which also serve as a structure of
the report: (i) a review of the relevant theoretical and empirical literature which collates existing
analyses on the possible obstacles for using the euro in international trade, together with the recent
developments of the use of the euro in international trade invoicing (ii) a descriptive analysis of the
two surveys (qualitative and quantitative) that were conducted in order to investigate the invoicing
practices and possible related obstacles in the euro area, (iii) the empirical findings based on the
results of the quantitative survey, and (iv) a summary of qualitative survey results. Finally, conclusions
are provided in the last section.

! Please note that while the term invoicing is mainly used throughout this report it refers to both invoicing and
settlement in international trade.



2. Literature review

This section is devoted to a detailed review of the relevant theoretical and empirical literature which
collates existing analyses on the possible obstacles for using the euro in international trade. The
section is organized as follows: Section 2 sets the scene by discussing recent developments and
presenting available data on the use of the euro in international trade. Section 3 provides the main
theoretical literature findings. Section 4 offers the main results on country-specific and industry
specific studies. Finally, Section 4 provides a discussion of the obstacles related with the use of the
euro in international trade, as supported by the literature.

2.1 Data on currency denomination of international trade

The main source of consistent data on the use of the euro in international (extra-euro area) trade
invoicing is the ECB’s annual report on the international role of the euro. Using national central banks
statistics, ECB provides this data for the import and exports of goods and services for selected euro
area and EU member-states. Figures 2.1 and 2.2 below present the evolution of the euro’s share as a
settlement/invoicing currency in extra-euro area export and imports for goods and services
respectively, during the 2006-2014 period. Overall, the share of the euro in international trade has
increased slightly over the last decade. ECB (2015a) notes in its last available report that more than
two-thirds (67.3%) of all extra-euro area exports of goods were invoiced in euro in 2014 (67.5% in
2013) while the respective share for imports stood at 48.8% in 2014. In services, the euro’s share in
exports was broadly flat between 50% and 55% till 2013 when it jumped to more than 64%.? It
remained at that level in 2014. In the same period, the share of euro invoicing in services imports
declined from a peak of 60.5% in 2011 to around 53% in 2014. (See also Box 1 for the different
estimates of the share of invoicing and settlement of trade in euros)

The ECB provides a number of explanations for the evolution of the euro’s share in international trade
invoicing:

e Since the introduction of the euro in 1999, most euro area countries expanded their use of
the euro in the trade of goods and services with countries outside the euro area (ECB, 2009).

e Institutional factors, such as being part of the EU or an EU candidate country, are highly
significant in explaining the use of the euro in international trade (ECB, 2007).

o Developments in energy markets may explain some of the variations throughout the years in
share of the euro as an invoice/settlement currency for exports of goods (ECB, 2007).

2 Please note that data from 2013 may show a break due to the implementation of the updated balance of
payments international standards (BPM6) (ECB, 2015)
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Figure 2.1: Euro’s share as a settlement/invoicing currency Figure 2.2: Euro’s share as a settlement/invoicing currency in
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The euro’s share in international trade invoicing varies across countries (see Figure 2.3 and 2.4, below).
Also fluctuations over time within countries have been substantial. A number of member states have
increased the use of the euro in goods exports (i.e. in Cyprus from 2.8% in 2007 to almost 50% in
2011). In others there was little change over time while some showed small decreases (see Spain and
Greece) (see Figure 2.3, below). The same divergence can be observed in the service sector, where
the share of invoiced euro trade exports rose significant in some economies (i.e. Italy and Portugal at
80% and 90% respectively in 2014), where it remained particularly low in other countries (i.e. Greece
at around 28% in 2014) (see Figure 2.4, below).

According to ECB’s analysis, the differences in the use of the euro across member states and their
development over time can be attributed to a number of reasons, such as traditional geographical
trade links and specialisation in US dollar denominated sectors, including oil and petroleum products.
In detail:

e Recently, a number of countries experienced some reversals in the use of the euro during the
sovereign debt crisis (i.e. Greece, Spain and Portugal) (ECB, 2015a). This could be due to a
reduction in the levels of trade these countries have with European trading partners, while
their trade with the developing Asian and Middle Eastern countries has increased over this
period, resulting mainly in an increase in the use of the US dollar and of other currencies as
the invoicing currency (ECB, 2014).

e The effect of the introduction of the euro had different effects across countries. In Estonia,
where the euro was introduced in 2011, the euro’s share in exports rose sharply and now
most international trade is denominated in euros (around 78% for the exports of goods and
70% for the exports of services). By contrast, adopting the euro has had less of an impact on
the settlement and invoicing of international trade in Slovakia and Slovenia, where the euro
was already widely used for those purposes before it was actually introduced in those
countries (ECB, 2012).
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e The high exposure of Greece to the maritime transportation sector also explains its overall

lower share of settlements denominated in euro, as transactions in this sector are usually

conducted in US dollars (ECB, 2007).

Figure 2.3: Euro’s share as a settlement/invoicing currency in
extra-euro area exports of goods in selected countries.
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Figure 2.4: Euro’s share as a settlement/invoicing currency in
extra-euro area exports of services in selected countries.
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Cyprus 2007 to 2014 (ii) Figures for Latvia 2010 to 2014 (iv) Figures for
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Box 1: Different estimates of the share of invoicing and settlement of trade in euros

There is no consensus on the exact share of euro invoicing or settlement of exports outside the euro
area. Estimates differ across reports and studies depending on the data collection method used,
namely aggregated (national) or disaggregated (firm level) approaches. As Table 2.1 indicates, the
percentage of exports invoiced in euros range from 60% to 75%, while a detailed times series that
includes related bilateral trade statistics is not available.

According to the ECB (2005) the available aggregate data may include bias since invoicing and
settlement currencies trade may differ. Specifically, two counterparts may agree that trade is invoiced
in a given currency, but settled in another currency. Therefore, data reported according to the
currency of invoicing (i.e. the currency of denomination of contracts) and data reported according to
the currency of settlement (i.e. the currency in which the corresponding payments are made through
the banking system) may differ. While academic literature mainly focuses on invoicing as a
determinant of the pricing behavior of international corporations, available data refer to the
settlement currency in many cases (ECB, 2005).




Table 2.1. Euro invoicing from EMU based firms in their export (extra-euro area)

Goldberg & Tille (2008) 40%-50% in 2002  Aggregate country-level data
Kamps (2006) 60% in 2004 Aggregate country-level data
ECB (2015) 59.5% in 2005 Aggregate country-level data
Martin & Mejean (2012) 75% in 2008 Firm-level weighted data

ECB (2015) 63.4 % in 2010 Aggregate country-level data

2.2 Theoretical literature on drivers and obstacles to the use of the euro

What drives firms’ invoicing currency choice in international trade? This section provides an overview
of the factors influencing the currency choice according to the theoretical literature. The drivers can
be broadly classified into: i) transaction costs and industry characteristics (market/bargaining power,
homogeneous goods); ii) inertia and market externalities; iii) Exchange rate and macro-economic
volatility; and iv) country size and monetary union; v) financial issues. The studies offered below
mainly fall into the macroeconomic aspects of international trade and finance category, although a
number of them offer a micro theoretical analysis framework (i.e. firm bargaining).

2.2.1 Market competition characteristics and transaction costs

In a seminal paper Swoboda (1968) first offered the explanation of transaction costs in the choice of
currency, as highly liquid currencies associated with low transaction costs are likely to be chosen as
medium of exchange. McKinnon (1979) supports this hypothesis and emphasizes the transaction costs
for vehicle currencies. He notes that homogeneous products and primary commodities are expected
to be invoiced in a (vehicle) currency that offers low transaction costs and thus increased international
comparability and transparency in the market. (See also Box 2 regarding vehicle currencies)

Market and bargaining power is also well documented in the currency choice literature. McKinnon
(1979) states that the predominance of local currency pricing by European countries was due to the
fact that exporters of industrial products enjoy greater market power due to product differentiation.
The importance of industry specific features together with the degree of competition and elasticity of
demand is included in a influential study by Goldberg and Tille (2005). They introduce the "herding"
characteristic in the choice of currency where producers follow competitors’ invoicing strategy, also if
it implies pricing in the local currency or using a vehicle currency. They suggest that producers in
industries with high demand elasticities (more homogenous goods) are more likely to demonstrate
“herding” in their choice of currency than producers in other industries.

Following their previous line of work, Goldberg and Tille (2013) utilise a simple model of bargaining in
order to expand the theoretical analysis beyond the standard assumption of unilateral choice by the
exporter. Their main research question is to analyse the determination of prices and exposure to
exchange rate fluctuations among exporters and importers. They conclude that first, the market
structure, has a substantial impact on effective bargaining weights, prices, and exchange rate
exposure. Second, they argue that the counterpart with the highest effective weight bears more of
the exchange rate risk, as they prove that this counterpart has relative low returns from the bargaining
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process. They suggest that future work should include a more general model that will incorporate all
aspects of the price contract, which would not be limited only to the exchange rate exposure. Finally,
they support that in a situation of high exporter heterogeneity (with one exporter dominating the
market) is characterized by a higher average level of preset prices, a higher average exposure of
exporters to exchange rate movements (due to more importer currency pricing), and a positive
correlation between the value of transactions and the exchange rate exposure of exporters.

The issue of the elasticity of demand (or demand uncertainty) together with price uncertainty is well
documented from the early days of the currency choice literature. Giovannini (1988) and Donnenfeld
and Zilcha (1991) develop partial equilibrium models in a profit-maximizing setting to study the link
between price and demand uncertainty from the side of exporters. According to this line of research,
exporters can decide to price in either their home or the local market currency. If the exporting firm
chooses the local currency, the quantity demanded will be ‘known’, while exchange rate fluctuations
would affect the revenue raised by the firm when converted back to its own currency. Alternatively,
when a firm chooses to price exports in its home currency, any exchange rate fluctuations will raise
the price to local consumers and thus change the quantity demanded.

Bacchetta and van Wincoop (2005) look at these demand and cost effects on the exporter’s choice in
a general equilibrium framework. They develop new insights on the conditions under which pricing in
local currency would be the optimal strategy for an exporter. Their main finding is that in a context of
high elasticity of demand and steeply increasing marginal costs, local currency pricing is optimal. In
the context of highly elastic demand currency fluctuations will imply large quantity effects and steeply
increasing marginal costs. In turn, this will generate an unfavorable asymmetry between the costs and
benefits of the quantity effects of currency appreciations and depreciations in case of home currency
pricing. In particular, the higher marginal costs will increasingly offset higher revenues from greater
guantities of goods sold.

Box 2: Vehicle Currency(ies) in International Trade: U.S. Dollar vs Euro

For the past half century, the U.S. dollar has served as the world's leading international currency
(Tavlas, 1998). It is also the most used vehicle currency in international trade transactions, defined as
the invoiced currency that is not the national currency of either the importer or the exporter (BIS,
2010). According to the 2013 data, the U.S. dollar remained the dominant vehicle reaching 87% of all
trades in foreign exchange (BIS, 2013). In the same year, the euro was the second most traded
currency, but its share fell to 33% in April 2013 from 39% in April 2010.

But, why does the world need an international or vehicle currency and will the euro gain importance
as vehicle currency? Regarding the need for an international currency, related literature agrees that it
is more efficient to use a single currency, or a limited number of currencies, as the numeraire and
medium of exchange to trade across multiple markets (IMF, 2006). Relative efficiency efficiencies are
achieved twofold. First, channeling transactions through one currency involves fewer foreign
exchange markets, thus reducing set-up costs for market makers. Second, with fewer markets, the
volume of transactions in each will likely be larger, in general reducing transaction costs (see
Hartmann, 1998).
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With respect to the international role of the US dollar and the euro as a vehicle currency the literature
provides abundant evidence, albeit diverse in their results. In the early days of its creation, the euro
was expected to challenge the dollar’s supremacy (Portes & Rey, 1998). This argument was based
among others in some studies that acclaimed that during the 1990s the U.S. dollar lost attractiveness
as invoicing currency while the DEM gained somewhat in importance during the 1980s (see among
others Black, 1991; Tavlas 1991). In the same notion, Wilander (2004) finds that the euro was often
used as vehicle currency from 1999 to 2002. On the contrary, Goldberg and Tille (2005) also find
evidence for a strong role of the U.S. dollar as vehicle currency, especially in Korea, Thailand, Japan,
Australia, the UK and Greece. In her analysis on accession countries Goldberg (2005) argues that the
accession countries are using the euro to a degree that is higher than optimal given their trade
partners’ composition of trade and the variance and covariance of macroeconomic conditions vis-a-
vis the trading partners.

2.2.2 Inertia and economies of scale

McKinnon (1979) suggests that inertia plays an important role in the currency invoicing choice due to
historical reasons and familiarity when invoicing in it. Krugman (1980) confirms the significance of
inertia, noting that the more a currency is established, the more difficult it is for users to shift to other
currencies. He also associates inertia with lower transaction costs when using a widely available and
liquid currency. More recently, Rey (2001) also supports the inertia hypothesis in currency invoicing,
arguing that there is an incentive to use one invoicing currency to maintain lower international prices
and competitiveness, as invoicing in multiple currencies will impose higher transaction costs and thus
higher export prices. In other words, through positive externalities or economies of scale, the wide
use of a currency as a medium of exchange may prove to be self-reinforcing. As Rey (2001) argues,
high liquidity or “thick” trading in a given currency imply that low transactions costs are associated
with the currency trading also in foreign exchange markets.

In the same notion, Chinn and Frankel (2008) provide theoretical evidence on the network
externalities and economies of scope that play a role in the inertia of the dominance across different
international currency functions. They argue that: (i) an individual (exporter, importer, borrower,
lender or currency trader) is more likely to use a given currency in his or her transactions if everyone
else is doing so; (ii) if a currency is widely used to invoice trade, it is more likely to be used to invoice
financial transactions as well; (iii) if it is more widely used in financial transactions, it is more likely to
be a vehicle currency in foreign exchange trading, and finally (iv) if it is used as a vehicle currency, it is
more likely to be used as a currency to which smaller countries peg.

2.2.3 Macro-economic and exchange rate volatility

The discussion on the choice between different currencies was re-initiated when major exchange rates
became flexible after the breakdown of Bretton Woods in 1973 (Kamps, 2006). It was then assumed
that risk-averse exporters will choose to invoice in their home currency, as the exporter (producer)
was the one that initiated the contract. Baron (1976) emphasised the role of exchange rate volatility
for the use of trade currencies as well as the volume of international trade. As highlighted by WTO
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(2012) exchange rate volatility may have negative effects on the structure and the cost of output,
profit maximization and the decision to trade and not, thereby possibly reducing trade and currency
use (see Cushman, 1983; DeGrauwe and Verfaille, 1988; Giovannini, 1988; Bini-Smaghi, 1991).
Recently, Goldberg and Tille (2005) showed that the use of home currency by exporters does not
depend on exchange rate volatility per se but on the fluctuations of the exchange rate together with
developments in other macroeconomic variables (i.e. wages and foreign demand).

Overall, the literature supports that the attractiveness of currencies is determined by the ability of the
country issuing the currency to respond to macroeconomic shocks and limit macroeconomic volatility
(WTO, 2012). As stated earlier, the volatility of wages and foreign demand affects the invoicing of
differentiated products (Goldberg and Tille, 2005; Engel, 2005).

2.2.4 Country size and monetary union

Grassman (1973) raises the hypothesis that exporters prefer to invoice in their own currency. The size
of the trading partners was included in the literature by Krugman (1984) and Black (1990), suggesting
that Grassman's hypothesis does not hold if the importing country is larger than the exporting one.
Bacchetta and van Wincoop (2005) provide evidence on the possible effects that a monetary union
has on the invoicing currency choice. Using a general equilibrium model with nominal price rigidity
they argue that a newly established currency - as the result of a monetary union - is likely to be used
more extensively than the sum of the currencies it replaces. This is due to the relative changes of the
market share the introduction of the union implies to both exporters and importers. In turn, this will
have a positive effect on the liquidity in the foreign exchange market of the newly introduced currency
and thus additionally increase its use. Pisanni-Ferry and Posen (2009) confirm the above arguments.

2.2.5 Financial market infrastructure

Tavlas (1997) points out commodity exchanges tend to be centralised in only a few countries that have
a comparative advantage as financial centers. The existence of such established exchanges in the
United States and the United Kingdom reduces the likelihood that commodities traded through these
exchanges would be priced in currencies other than the US dollar and the pound sterling. Hartmann
(1998) also suggests that factors such as low liquidity in financial markets and capital controls
increases transaction costs and therefore affects the choice of currency in international trade. (See
also Box 3 for a description of the international payment system and Box 4 for a description of currency
pairs available in the interbank FX market).

Box 3: International Payment System

Globalization inevitably led to an increased demand for cross-border payments. As a common
international payment system that operates worldwide does not exist, correspondent banking is the
service often used for overseas payments across different jurisdictions.
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In correspondent banking two financial institutions engage an intermediate institution to process with
the payment. A payer with an account in bank Al in country A needs to transfer money to a payee’s
account in bank B1 in country B. As this is a cross border payment the transaction needs to be handled
through correspondent banking. The payer submits the payment request to the local bank Al. Bank
Al via the local payment system transfers the request to bank A2 (situated also in country A) which
has a bilateral agreement with bank B2 (situated in country B). Finally, the payee’s account in bank B1
is being credited by bank B2 via the local payment system. In order to clear the transaction, bank A2
and bank B2 hold accounts in an intermediate bank C. In many instances in the above described route
more intermediate banks could be engaged.

The procedure described is mainly handled through the use of Nostro and Vostro accounts. According
to the ECB glossary in correspondent banking Nostro stands for an account held (usually in a foreign
country in the currency of that foreign country) by a customer bank on the books of another bank
acting as a service provider. Vostro stands for an account held by one bank on behalf of another bank.

All the necessary payment instructions are usually given through a standardized secure information
transfer system such as SWIFT. SWIFT is a member-owned cooperative in which more than 10,800
financial institutions in over 200 countries exchange daily millions of financial transactions messages.

Although correspondent banking has significantly evolved over time and most of the financial
institutions somehow participate, there are inefficiencies associated with its use. Associated costs
might be high as a customer needs to pay for multiple intermediate transactions. Moreover customers
are not able to trace their order which sometimes might even fail to be executed.

As a result of the lack of a common payment system and of the use of various clearing systems in
conjunction with customers’ needs for using multiple currencies, various initiatives emerged across
the world aiming to simplify cross-border payments. For example, in the Single Euro Payments Area
cross-border payments are processed via the TARGET2 integrated payment system. TARGET2 is a real-
time gross settlement system owned and operated by the Eurosystem. In a real-time gross settlement
system, settlement of funds is processed individually on an order by order basis without any netting.
EUROL1 is also a payment system for transactions in euro operated by the privately owned EBA
CLEARING. In a similar manner Fedwire is the real-time gross settlement system operated by the
United States Federal Reserve Banks. CHIPS (Clearing House Interbank Payments System) is the other
major US-dollar transfer system in the United States. CHIPS is privately owned with an average daily
amount of clearing and settling of $1.5 trillion and more than 400.000 daily transactions. Payment
systems integration is important especially in case participating counterparties do not share a
common currency. “Directo a Mexico” is an example of a payment channel operated by Federal
Reserve and the Central Bank of Mexico. “Directo a México” is a payment service for transferring funds
through a low-cost, fast, and secure channel from financial institutions in the US to banking accounts
in Mexico. Another example of an establishment of a payment channel, serving regional needs,
through the use of central banks is the Regional Payments and Settlement System of the COMESA
(Common Market for Eastern and Southern Africa) Clearing House. COMESA’s Clearing House
participating central banks offset transactions on a daily basis through the Clearing House but they
only settle net debtor balances in USD or euro every two months. Sistema de Pagamentos em Moedas
Locais (SML) is a payment system covering trade needs between Brazilian and Argentinian companies
which enables foreign trade to be done in local currencies and the respective central banks settle the
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transactions. Conversion into USD is not necessary and the SML rate is calculated based on a bilateral
agreement between the Central Banks of Brazil and Argentine. In 2010 Equens (a major European
payment processor) and Federal Reserve Banks started operating a payment system for low-value
cross-border payments between the United States and Europe. The payment system enables financial
institutions in the United States to send payments in U.S. dollars, euros and British pounds to 22
countries across Europe and vice versa. In 2014 People's Bank of China (PboC) and Bundesbank signed
a declaration of intent regarding renminbi (RMB) clearing and settlement in Frankfurt. Frankfurt
became the first financial center in the Eurozone which offers the possibility for clearing RMB
transactions using the RMB clearing bank. The RMB accounts of the clearing bank are used for the
RMB cross-border payments. Further internalization of the RMB as a global currency is foreseen after
launching the China’s International Payment System (CIPS). CIPS is expected to start operating in 2015
and the main advantage will be that it is expected to minimize costs for transacting using the RMB and
additionally reducing processing time.

Box 4: Currency pairs available in the interbank FX market

Although there is no common international standard for characterizing currency pairs, broadly
speaking, they can be divided into three categories reflecting their liquidity and the tight spreads. The
most traded ones in the interbank foreign exchange market, via electronic platforms or over the
counter, are called the “majors”. Currency pairs consisting the “majors” all have the US dollar on one
side and one of the euro (EUR), the Great British pound (GBP), the Swiss franc (CHF), the Japanese yen
(JPY), the Canadian dollar (CAD), the Australian dollar (AUD) and the New Zealand dollar (NZD) on the
other. Any pair, not having the US dollar on one hand, formed from the currencies listed above is
called a “cross-currency”. Among the “cross-currencies” pairs the most traded ones (namely the EUR,
the GBP and the JPY) are called “minors”. The last category is the “exotic pairs” including the least
traded and illiquid currencies against the US dollar.

2.3 Empirical evidence

A number of research studies concentrate on the invoicing determinants using data on single country
and/or industry. This subsection offers a birds-eye view of this specific literature, with emphasis on
the hypothesis and respective results presented in these studies. The first subsection presents the
studies that do not include Europe or the euro in their samples, while the second concentrates solely
on European studies. A concise overview of these studies is available in Appendix A.

2.3.1 Empirical evidence from country and industry specific literature

Market characteristics and transaction costs

In line with the theoretical literature in the previous section, Goldberg & Tille (2014) find that
homogeneous products are likely to be invoiced in the local or vehicle currencies instead of the
exporters’ currencies. Similarly, Oi et al. (2004) finds that there is a propensity for industries with more
differentiated products to use the producer’s currency, e.g. Japanese yen for the Japanese automobile
industry.
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With respect to the firm's size, smaller exporters are more likely to use their home currency as the
main currency for exports (Friberg & Wilander, 2008; for the Swedish market). Also the size of the
transaction matters. Large orders are associated with less producers’ currency pricing and more with
local and vehicle pricing (Goldberg & Tille, 2014).

The degree of competition is found to have ambiguous results in the choice of currency invoicing,
Higher importer concentration in an industry (i.e. more bargaining power to the importing firms) raises
the use of both local and vehicle currency pricing (Goldberg & Tille, 2014). For the Swedish market,
the currency choice of competitors is not a central concern for most firms (Friberg & Wilander, 2008).

We should also add the distinct characteristics that the oil market presents. As the market is mainly
dominated by the dollar as a unit of account and means of payment, this is said to rest on two pillars
(Eichengreen et al., forthcoming). First, the market is dominated by network effects, as the US was the
first oil producer and remained the largest global oil producer for a long period (Krugman, 1980).
Second, oil is a fairly homogenous product and it is neither firm nor country-specific and thus
producers are price takers. This further supports the U.S. dollar dominance the specific market.
Eichengreen et al. (forthcoming) argue that the effects of network increasing returns and product
homogeneity on the currency used as means of payment in the global oil market are not as strong as
conventionally supposed. They suggest that there is room for more than one national currency as
means of payment even for a good as homogenous as oil. This conclusion is derived from a growing
literature according to which network increasing returns are not as strong as commonly supposed to
be.

Macroeconomic and exchange rate volatility

Exchange rates effect on currency choice in international trade is the subject of many empirical
studies. Exchange rate risks are found to have a positive impact on invoicing in the importers currency,
according to a USA based study by Donnenfeld & Haug (2007). Similarly, Goldberg & Tille (2014) argue
that imports from countries with more volatile exchange rates movements than that of the Canadian
dollar are more frequently priced in local and vehicle currencies. This does not seem to be the case
for trade of Swedish firms. Exchange rates seem to have little impact on the currency choice of
Swedish firms (Friberg & Wilander, 2008). Goldberg & Tille (2014) report that exports from countries
with currency pegs to the US dollar are more likely to be invoiced in US dollars, while producer
currency pricing is stronger among Eurozone exporters. Inflation volatility is found to have an
influence on the choice of currency invoicing. Ligthart & Werner (2012) find that a decrease in inflation
volatility increases producer currency invoicing in the Norwegian market. This finding is further
supported by Silva (2004) using a Dutch sample of bilateral flows with OECD Countries.

Country size and monetary union

The size of the trading partners, as a factor influencing currency choice, has been widely studied in the
literature. Donnenfeld & Haug (2007) present evidence that the share in world trade and relative size
of the country (GNP) do not have a significant effect in invoicing patterns, when it come to the US
market. However, Friberg & Wilander (2008) find for the Swedish market that the price is set in the
currency of the customer in large export markets. This finding is confirmed by Silva (2004).
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On the possible effects that a monetary union has on the invoicing currency choice from the
perspective of its trading partners, Ligthart & Werner (2012) note increased invoicing in euros in the
Norwegian economy after the euro introduction compared to the combined use of the constituent
currencies. The same applies for the new EU member states after their EU accession (Golsberg, 2005).

Financial market infrastructure, related transaction costs and vehicle currency

There is little empirical research on the impact of foreign exchange transaction and hedging costs on
the choice of trade currency. To this date the findings are not conclusive. Ito et al. (2010) finds that
forex transaction costs are not important for the currency choice of Japanese firms, while hedging
costs matter. The higher the hedging cost is, the less the importer’s currency is used for trade
invoicing. Further evidence suggest that for larger companies it is particularly important to hedge
against exchange rate movements, as they mainly invoice they goods and services in local (foreign)
currencies (ECB, 2015b). For some specific industries with longer production chains (e.g. aircraft
sector), hedging over longer periods of time was too costly and economically not viable (ECB, 2015b).

Friberg & Wilander (2008) find that the set of financial instruments available in a currency are not
important for the currency choice for their sample of the Swedish market. Silva (2004) finds that
financial development increases the likelihood of pricing in the currency of the country undergoing
financial development. (See also Box 5 below on trade finance)

Regarding vehicle currency use, empirical literature reports a number of interesting findings.
Specifically, imports from countries that have a relative high volume of foreign exchange transaction
between their currency and the US dollar compared to other currencies also use vehicle currency
pricing in US dollars (Goldberg & Tille, 2014). After its introduction, the common currency in Europe it
has overtaken US dollar in Norwegian imports as a vehicle country according to the empirical
estimations of Ligthart & Werner (2012).

Box 5: Trade finance: recent trends and developments

Trade finance is related to a wide range of products provided by global and local banks in order to
support their customers to manage their international payments and associated risks, and provide
needed working capital in international trade (exports or imports). According to BIS (2014), a flow of
some USS$6.5-8 trillion of bank-intermediated trade finance was provided during 2011 worldwide,
therefore a third of global trade is supported by one or more bank-intermediated trade finance
products.

The academic literature suggests that trade finance is used more heavily for trade covering longer
distances, newly formed trade relationships and trades involving countries with weaker contractual
enforcement, less financial development and higher political risk (see among others Glady & Potin,
2011; and Niepmann & Schmidt-Eisenlohr, 2013). It is widely accepted that much of trade finance is
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priced and settled in dollars. For example, more than 80% of the letters of credit used in international
trade are settled in US dollars, while the euro is the second most important currency, but it has only
a small share, which declined from 10% in 2010 to 7% in 2012 (ICC, 2012). Funded loans are often
dollar-denominated as well, but the overall picture is more mixed. Following the recent financial crisis,
the drop in the availability of trade finance seems to have contributed substantially to the fall in trade,
and particularly in exports. According to the BIS (2014), efforts in promoting the broad stability and
liquidity of the banking system also enhance the stability of trade finance. In the case of the EU, to the
extent that the ongoing banking union development enhances the stability of the EU banking sector
it could contribute to the expansion of (euro denominated) trade finance products.

2.3.2 Empirical evidence from the euro area

Due to data scarcity there are few empirical studies that focus on the use of the euro in international

trade. The following Section provides an overview of studies related to invoicing and currency choice

between the euro and other currencies. The available studies can be split into two categories: (i)
studies exploiting (macro) aggregate sources (panel datasets with country specific data) and (ii) studies
relying on (micro) disaggregated data (surveys based at firm level). Note that all studies test the
hypotheses offered by the theoretical literature on currency choice and international trade (see
Section 3). Table 2.2 below provides an overview of the drivers that according to the literature have a

significant effect on the use of the euro in international trade.

Drivers

Market Characteristics
Homogeneous goods & industry
characteristics

Competition hypothesis

Producers currency pricing

Size of the firm

Country size and Monetary Union
Market power & Country’s size

Table 2.2. Euro area empirical studies

Effect

()
N/A
(+)
()

(+)

Reasoning

More homogeneous goods tend to be invoiced less in
euros with respect to extra-euro area exports

Firms tend to adopt the invoicing currency of their
competitors,

Firms in euro area member-states mainly invoice in
their home currency

Large firms (in terms of turnover and total exports)
invoice less in euro

The higher the share of a country’s exports (or
imports) in worlds exports (imports) the more likely it

Study

Goldberg & Tille (2008);
Martin & Mejean (2012)
Martin & Mejean (2012)

Kamps (2006); Martin &

Mejean (2012); Lai & Yu (2015)
Martin & Mejean (2012)

Kamps (2006); Lai & Yu (2015);
Goldberg & Tille (2008)
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is to invoice in its own currency. The same applies to
country’s size

Monetary union (+) Firms in EU and EU candidate countries invoice more  Kamps (2006)
in euros

Financial Infrastructure, Transaction Costs & Vehicle Currency

Hedging (-) Firms that hedge against exchange rate risk or use  Martin & Mejean (2012)
derivatives are less likely to use euro

Trade credit (-) Trade credit increases the likelihood of not invoicing Martin & Mejean (2012)
in euros.

Transaction cost (-) Transaction cost in foreign exchange rates market are  Goldberg & Tille (2008)

(exchange rates) lower for U.S. Dollar compared to the euro

Notes: (+) indicates a positive effect, while (-) a negative one. N/A denotes the absence of a significant effect

Macroeconomic studies
Kamps (2006)

In a seminal paper, Kamps (2006) provides evidence on the determinants of the euro in international
trade invoicing by utilising a novel and extensive invoicing dataset, covering the 1994 to 2004 period
for 42 countries (9 euro area countries, 11 EU member-states and 24 countries from the rest of the
world). The empirical results exhibit a number of interesting findings. First, regression estimates reveal
that EU and EU-candidate countries invoice 17 percentage points more in euro than other countries.
Kamps also suggests that positive and significant estimate for the trade in highly differentiated
products on the share of euro invoicing of exports, indicates that the euro is not widely used as a
vehicle currency in third countries. According to the author, this shows that if countries choose a
vehicle currency, the choice is most likely the U.S. dollar, and thus, is a convincing argument against
the leading role of the euro as compared to the U.S. dollar. Further support to this finding is provided
when the euro denominated imports are used as the dependent variable.

Second, in an additional set of estimations, the author tests the home currency invoicing hypothesis,
as she tests the extent to which exports are denominated in a country’s own currency. The empirical
estimations again show that being part or candidate for the EU increases home currency export
invoicing by around 15 percentage points. Another interesting result of Kamp’s analysis is that the
market power hypothesis with respect to the country's share in world’s exports is supported. In other
words, the higher the share of a country’s exports in world exports, the more likely it is to invoice in
its own currency. The author argues that this result is an indication of the market power provided by
the inclusion in a monetary union. This is complemented by the positive and significant impact that
the introduction of the euro has on home invoicing. She also finds that the share of differentiated
products has a positive influence on home currency invoicing exports.

Finally, in a third set of estimations, the market power of the importing country in setting the invoicing
currency is being estimated. The market power of the importer has a significantly positive influence
on importer’s home currency invoicing in all estimations. In other words, the higher the market power
of the domestic economy (the share of country’s total exports to worlds exports) the more likely it is
that this country’s imports are invoiced in the importer’s home currency.

Lai & Yu (2015)
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In an effort to study the determinants of invoicing share of the euro across countries, Lai and Yu (2015)
extend the dataset offered by Kamps (2005) in order to include a wider period of coverage (1999-
2010) together with an updated country dimension of 35 economies. Their research question is
concentrated on the invoicing share of the euro in the annual imports or exports of a country at
aggregate level. According to their results, the share of Eurozone in a country’s total trade has a
strongly positive effect on use of the euro in export invoicing by a country.

In detail, it contributes in explaining more than 60 per cent of the cross-country and intertemporal
variation in the euro’s share in export invoicing. In addition, the authors report that EU members use
the euro more widely and the hedging motive seems not as important in magnitude, albeit statistically
significant. Lastly, in this group of estimations Lai and Lu (2015) exhibit evidence that: i) the use of the
euro is increasing over time due to an increasing contribution of smaller countries, ii) the effect of the
differential in foreign exchange transaction cost is insignificant in explaining invoicing currency choice
(calculated by the median difference between the bid-ask spread of the euro and the dollar on the
local currency each year), and (iii) patterns are similar when euro invoicing in imports is examined.

Microeconomic studies
Goldberg & Tille (2008)

In an empirical research setting, Goldberg & Tille (2008) explore the major driving forces for currency
invoicing in international trade. They construct a dataset covering 24 countries and, although they
mainly focus on relevant implications for the US, they offer insights on the use of the euro and possible
obstacles in its invoicing practices. The authors present a number of stylised facts, namely: i) around
one third of the exports from the euro area countries to the USA are invoiced in US dollars, where the
same figure is almost 40% for the imports; ii) 40% to 50% of the extra euro area exports by EMU
members are invoiced in euros; iii) the US dollar is typically the lowest transaction cost currency in
foreign—exchange markets®.

Their empirical estimations provide evidence that the size of the exporting country (relative to the
whole euro area) explains around thirty percent of the selection of the euro as invoicing currency.
They also find that the more homogeneous the goods* being exported to the euro area the higher the
likelihood that it will not be invoiced in euros.

Martin & Mejean (2012)

3 The authors’ proxy transaction costs in foreign—exchange markets by the pattern of bid-ask spreads for three
currencies (US dollars, the euro and the pound) for the 1995-2007 period using monthly data. In detail, the basis
point spreads between bid and ask exchange rates are divided by the average of these two rates and then ranked
in order to indicate transaction costs by currency pair and over time.

% Following Rauch (1999), the authors define a good as being homogenous is a homogeneous good that
nonetheless does not have a substantial enough volume to have an “official” market (e.g. some chemical
products), but that because of its homogeneity does have “reference” prices that are published in trade
magazines.
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Using a survey-based dataset Martin and Mejean (2012) examine the effect of firm size and financial
hedging against exchange rate risk on the currencies used in international trade transactions. The
authors rely on a 2008 survey of around 3,000 exporting firms, from five Eurozone countries. Their
data provides a unique insight in the invoicing currency choices since they are weighted by firm size
and thus reveal micro heterogeneity. Their stylised facts offer an interesting multidimensional picture
of the choice of currency invoicing, often contradicting theoretical studies. Specifically, on the
currency invoicing choice they report that the vast majority of firms set their export prices in euro
(from 88% in Austria to 95% in France). Second, large firms, both in terms of turnover and total
exports, invoice less in euro. Third, results are very similar across countries with only little cross-
country variation in the invoicing behavior of firms.

In addition, the authors present a number of facts related to the geography, industry and competition
characteristics of their surveyed firms. First, they concentrate on industry characteristics and argue
that there is a strong heterogeneity across sectors. For example, the textile and leather industry is
reportedly using the euro less as an invoicing currency. Second, they investigate the hypothesis that
firms tend to adopt the invoicing currency of their competitors, i.e. large firms decide to adopt the
currency of their competitors in order to limit adverse competitive effects of exchange rate
fluctuations. They find no significant effect of the origin of the competitor on the use of producer’s
currency in invoicing.

In their empirical section, Martin & Mejean (2012) utilise a probit model to further test the above set
of hypotheses. They provide the following results. First, larger firms — both in terms of turnover and
number of employees — are less likely to price in Euro. In particular, firms with a high turnover (> €50
million) present statistically significant and negative relation with the choice of euro as invoicing
currency. This results holds for firms that are more export oriented, i.e. firms exporting are less likely
to use euro as an invoicing currency. Second, their estimations reveal that exporting firms to Asia and
in America are likely to choose the respective local currency for their invoicing (LCP). This behavior is
confirmed for firms that are part of multinational groups and, thus have the ability to manage
exchange rate exposure through operational hedging. Third, when prices are determined by the
markets, as opposed to producers, they will rather be denominated in a currency other than the euro,
that is probably the dollar.

Finally, Martin & Mejean empirically estimate the relation between hedging and currency choice. Their
findings indicate that: i) firms that hedge against exchange rate risk or use derivatives are less likely to
use euro as their invoicing currency; ii) the likelihood of not invoicing in euro increases when trade
credit is used and iii) trade insurance and the quality of the organizational structure of the firm do not
exhibit a relation with the choice of currency invoicing.

2.4 Concluding remarks

This section provides an overview of available statistics together with theoretical and empirical studies
on the role of the euro in international trade and possible obstacles for using the euro in trade pricing
and settlement. The analytical categorisation of the determinants and obstacles to the use of the euro
in international trade available in the literature provides the necessary knowledge and understanding
for the empirical analysis (survey), which is an integral part of the overall study. In short, the survey
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investigates the validity of the available drivers and obstacles in the present era and consider
additional policy related ones, with an emphasis on sector specific findings.

Despite the global dominance of the US dollar as a vehicle currency, its central role in foreign exchange
and commodity markets and in trade financing, the share of euro invoicing in international trade is
sizeable: two thirds of exports from European firms to countries outside the euro area are priced in
euro (firm-level data, see Martin & Mejean, 2012). When considering the same figure for euro area
firms (firm-level data), the share is even higher at around 90% of firms. These data raise the question
whether there is actually effective scope for a further increase in the share of euro invoicing and
whether there are any major general obstacles to the use of the euro in international trade.

However, the use of the euro may be less prevalent in specific markets or sectors. Theory suggests
that markets of homogenous goods tend to be dominated by a vehicle currency (USD) while exporters
of differentiated goods have more pricing power in their home currency. Also large firms tend to use
the euro less in international trade. More detailed analysis on disaggregated and sector specific level
is very scarce due to data limitations with very little sectoral data available on trade invoicing
currencies. Also as regards currency information on trade destination or origin of exports and imports
(bilateral trade statistics) few (survey-based) data sources are available.

With regard to the drivers and possible obstacles to the use of the euro in international trade, the
theoretical and empirical literature points to: (i) product market structure and competition aspects;
(ii) trading partner characteristics (e.g. proximity, currency regime, relative size); and (iii) financial
market infrastructure (e.g. foreign exchange transactions costs, availability of trade credit and hedging
instruments).

Further empirical work is required to determine to what extent euro area/EU firms across key
industries experience any obstacles to the use of the euro and what drives them towards other
currency choices. How important is the limited availability of trade credit in euro? And what is the role
of foreign exchange transaction costs, as not every currency pair is traded against the euro requiring
most transactions to cross through US dollar. Relatedly, the role of the availability and costs of
exchange risk hedging instruments deserves attention. Beyond the scope of this study, these issues
also relate to the role of the dollar and the euro as a vehicle currency, as they may affect network
externalities and economies of scope that play a role in the inertia of the dominance across different
international currency functions. As stated above, the determinants and obstacles for invoicing in euro
are investigated in the empirical (survey) part of this study.
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3. Survey design

This section presents the design and implementation of the specialized survey conducted in order to
map practices in invoicing, pricing and settlement and to analyse the main determinants and obstacles
for using the euro in international trade. The survey has two dimensions - a quantitative and a
qualitative one.

The quantitative survey is conducted by the independent company “TNS opinion” (TNS) at the request
of the European Commission, Directorate-General for Economic and Financial Affairs and is co-
ordinated by the European Commission, Directorate-General for Communication through the
framework contract used for the Flash Eurobarometer. The qualitative survey is performed by the JRC.
The questionnaires used for both surveys are designed by the JRC in consultations with DG ECFIN and
they reflect findings from the related literature (e.g. what drives the choice of currencies in trade
invoicing, possible obstacles etc.).

The qualitative survey combines in-depth interviews and a questionnaire. The qualitative
guestionnaire requires mainly detailed open-ended answers, while in the quantitative questionnaire
specific answers were required. Also, the qualitative survey targeted large firms while the quantitative
medium and small sized ones. The justification for performing two different types of surveys is to
reveal various aspects related to the use of the euro in international trade. For example large
companies might face different obstacles to the use of the euro in international trade than smaller
firms and their views on the issue could be different.

3.1 Questionnaire design

The questionnaire used for the quantitative and the qualitative survey is divided into two parts. The
first part addresses general questions about firms’ financial data and exporting behavior. The second
part focuses on questions related to possible obstacles®. A quick overview of the issues covered in the
guestionnaire is given below.

The first part focuses on questions related to the firm’s profile, trade practices and invoicing behavior.
In particular firms are asked to:

1) Indicate the share of their exports/imports as a percentage of their turnover.

2) Indicate the percentage of their exports/imports to the Eurozone, to rest of the EU28
countries and to the rest of the world.

3) Indicate the percentage of their exports/imports to their intra-group partners and the main
currency used for their intra-group exports/imports.

4) Quote their largest exporting/importing markets.

5) Give an approximation for the shares of the currencies used for their exports/imports.

5 Please refer to Appendix B and Appendix C where the qualitative and the quantitative questionnaires are
provided, respectively.
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6)

7)

Indicate their premier currency for pricing, invoicing and settlement and specify whether
there is a difference between the currency used in the final trade settlement and the
intermediate trade settlement.

Finally, firms are asked if trade invoicing of exports and imports in euro with partners outside
the euro area is beneficial for their company.

The second part addresses questions related to obstacles. In particular firms are asked to:

1)

6)

Identify the reasons for using currencies other than the euro (e.g. competition, specific sector
characteristics).

Indicate which party in their industry has the strongest bargaining power (e.g. the importer,
the exporter, the largest company).

Report whether there are any legal/regulatory and accounting obstacles or international
payment infrastructure restrictions hindering the use of the euro in international trade in the
selected sector.

Provide information on how they address exchange rate risk and the availability of financial
instruments and their related cost.

Indicate how important are various factors when choosing the Euro as their invoicing currency
(e.g. the transaction size, the delivery time, the exchange rate volatility of the euro etc.)

Finally, firms are asked to provide some more explanation on what should change in order for
them to start using the euro more.

The main difference among the two surveys is that through the qualitative survey more detailed
answers are provided as most of the questions are open-ended. This is due to the nature of the Flash
Eurobarometer surveys with few open ended questions and specified responses which are optional

and rather quick.

3.2 Sector selection

On the basis of the mandate given by the Eurogroup and by taking into account the largest exporting

EU industries, the following sectors have been identified for the survey: (i) the aircraft, (ii) the energy

(oil, gas, coal), (iii) the financial services, (iv) the electrical engineering, and (v) the mechanical

engineering industries (see Table 3.1 for a ranking of the industries with the largest exporting values

across the EU).

Table 3.1 List of products exported by European Union (EU 15)
Product label Exported value in 2013
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All products 3,935,784,292

Machinery, nuclear reactors, boilers, etc. 545,508,673
Vehicles other than railway, tramway 407,009,142
Mineral fuels, oils, distillation products, etc. 310,257,525
Electrical, electronic equipment 291,811,484
Pharmaceutical products 234,340,579
Plastics and articles thereof 161,006,072
Optical, photo, technical, medical, etc. apparatus 139,368,079
Pearls, precious stones, metals, coins, etc. 131,463,727
Organic chemicals 128,643,529
Aircraft, spacecraft, and parts thereof 104,782,160
Iron and steel 99,851,189

Source: International Trade Centre (2015)°
Note: At two digits level HS4 and thousands of euro.

3.3 Firms Selection

The quantitative survey, is conducted through the Eurobarometer framework, thus firms are selected
from the TNS’s database that mostly covers medium-sized companies. Given the constrained
timeframe and resources to conduct the study, the survey covered four EU member-states namely
Germany, France, Italy and the UK (only for the financial sector).

For selecting the firms for the qualitative survey the source is the Bureau van Dijk commercial ORBIS
database that contains information on over 170 million companies worldwide. The methodology as
regards the selection of the firms for each sector includes the following points:

I. The firm must be registered in a euro area country.

[I. Only non-consolidated accounts are chosen: Group-level consolidated accounts are
excluded as it is not always clear how to account for imports/exports at consolidated level
of subsidiaries in different countries. For example, assuming that a German company has
a US subsidiary that buys and sells goods in USD it is not clear whether the purchase/sale
in US is treated as an import/export of goods. Moreover, due to consolidation issues it is
not evident how a company deals with intra-group foreign currency denominated
transactions.

[ll. The 25 firms with the highest operating revenue are then selected.

IV. Government companies are included in the list.

V. When two or more firms have the same ultimate owner, only the largest one in terms of
turnover is selected, irrespective of the country location. This is especially relevant in
oil/gas and aircraft industries.

An exception to the above is the selection of firms for the financial services sector where sub-sectors
are selected in a discretionary manner. The final list for the financial sector includes: (i) Advisory firms
(ii) Tax consultancies (iii) Rating agencies (iv) Clearing Houses and (v) Financial leasing. For the financial
leasing and the clearing houses firms the methodology that is applied to the other sectors is followed
(see points (i)-(iv) above). Given the importance of players outside the EU on transactions, the scope
also covers the UK. For the other 3 categories (advisory firms, rating agencies, tax consultancies)

6 http://www.intracen.org/itc/market-info-tools/trade-statistics, accessed 6/11/2015.
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leading firms of the sector are selected. For the financial sector the questionnaire is adequately
adjusted to better reflect the terminology used among financial services companies. For example the
term “exports” is replaced with the term “services provided” while the term “imports” is replaced with
the term “services received”. Additionally, for the UK the questions had to be adequately adjusted.

3.4 Survey execution

The quantitative survey was exclusively conducted by TNS. They prepared a translated questionnaire
for each country and interviews were performed in the mother tongue of each firm. The survey was
conducted between July 20th and August 7th, 2015. The methodology used was that of
Eurobarometer surveys which are performed by the Directorate-General for Communication
(“Strategy, Corporate Communication Actions and Eurobarometer” Unit)”

Table 3.2 provides an overview of the number of companies that were contacted. The response rate
across countries was very low (2% for Germany, 3% for France and ltaly, 1% for UK), in line with the
response rate with the qualitative survey.

Table 3.2. Number of companies contacted.

Contacted companies Responses
DE FR IT UK Total DE FR IT UK Total
Total 4399 2582 2791 7675 17447 100 100 100 100 400
Aircraft/shipbuilding 93 376 417 - 886 0 0 1 - 1
Energy 758 81 221 - 1060 6 1 0 - 7
Electrical/mechanical engineering 2050 957 1432 = 4439 89 96 97 = 282
Financial services 1498 1168 721 7675 11062 5 3 2 100 110

Source: TNS and authors calculations

Given that the response rate in some categories was too low, the survey does not allow for a detailed
comparison of responses between different industries. Despite the big size of some industries (e.g.
aircraft, shipbuilding and energy), companies tend to be relatively large, and hence the number of
companies is small. An important criterion was the requirement for the company to be engaged in
trade outside the Euro area, making it challenging to achieve a large sample size. As a result the sample

of responses is highly dominated by the electrical and mechanical engineering sector.

In order to ensure the validity and reliability of the survey responses we tested ex ante the
representation of our sample with the respect to the total number of firms per country and related
sector. Specifically, following the technical annex provided by TNS, the total number of firms active in
one of the four industries (refereed as the universe) and the corresponding firms that are both active
in one of the four industries and also export outside the euro area (referred as the estimated universe)
are presented in Table 3.3 below. Their estimates are based on the results of a sampled survey entitled

7 http://ec.europa.eu/public_opinion/index_en.htm
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“Flash EB 347 Business to Business Alternative Dispute Resolution in the EU”%. Please note that
according to this survey on average 3% of the firms are exporting outside the euro area.

Table 3.3. Estimations on the number of companies

Universe Estimated Universe
Germany 121,161 3,635
France 36,408 1,820
Italy 71,009 1,420
United Kingdom 37,987 1,140

Source: TNS

We examine the representation of our sample in the electrical and mechanical industry as the majority
of our responses are concentrated in the specific industry. In Table 3.4 the number of firms (in
percentages) according to their size (number of employees) are presented according to the structural
business statistics available by Eurostat together with their respective percentages in the TNS survey.
As we can observe, the sample we use for our estimations represents to a good degree, the overall
classification of the firms according to their size in the three countries of our interest.

Table 3.4. Number of companies in the electrical and mechanical industry

Structural Business Statistics (Eurostat) Euro Survey (TNS)
DE FR IT DE FR IT
1-49 employees 67.8% 75.2% 79% 57.3% 72.9% 87.7%
50-249 employees 12.1% 12.9% 11.2% 29.2% 22.9% 8.3%
250+ employees 21.3% 11.9% 9.7% 13.4% 4.23% 4.1%

Notes: Structural Business Statistics refer to the total number of firms per country, available by Eurostat
(http://ec.europa.eu/eurostat/web/structural-business-statistics/data/database)
Source: Eurostat, TNS and authors calculations.

The qualitative survey was exclusively conducted by the JRC by directly contacting the selected firms.
For conducting the survey the JRC set up a protocol with all the steps to be followed when contacting
each firm: As a first step the questionnaire was sent by an email to the selected firms. In order to
increase the response rate, JRC followed up by telephone calls shortly after the emails were sent in
order to ensure that the emails were received by the correct contact, identifying the contact person
and seeking commitment to reply. If firms were reluctant to commit to filling in the questionnaire, an
appointment for a short phone call / interview on the issue was requested instead.

Throughout the implementation of the survey many challenges were encountered. Contacting the
selected firms was not always easy. For example, in many instances the targeted company’s contact
details belonged to a group with entities in various locations and no correspondence could be
established through the parent company. Also, follow-up calls to the managers did not result in

8 See Question D3 in the report available http://ec.europa.eu/public_opinion/flash/fl 347 en.pdf
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commitment from the company’s side to participate to the survey or they clearly declared that it is
the company’s policy not to participate in surveys.

Given that the substantial time and effort in selecting contacting and engaging firms did not result in
many replies or commitments, the next step was to collaborate with the respective associations to
engage the firms. The associations contacted were: (i) AeroSpace and Defence Industries Association
of Europe (ASD) (aircraft sector) (ii) Euracoal (energy sector) (iii) FuelsEurope (energy sector) (iv)
Eurogas (energy sector) (v) Orgalime (electrical and mechanical engineering sector) (vi) Digitaleurope

(electrical engineering). In more details, the associations were asked to contribute by:

(i) Circulating the questionnaire to their member firms and national associations and

encourage participation.
(ii) Arrange an appointment with the Director General to discuss these issues.

In many instances associations could not offer any input regarding the use of the euro, the possible
obstacles or the companies’ pricing and invoicing strategy, as these competition related matters were
not subject of their mandate. Regarding disseminating the questionnaires, associations were keen to
forward them to their members and to national associations. Directly and indirectly several hundred
major firms were contacted. Overall, the qualitative survey covered in-depth engagement with 20
large firms and associations, complemented by the replies to the open-ended questions of the

quantitative survey (described more detailed below).
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4. Empirical analysis of the quantitative survey results

This section provides the empirical findings of this study, based on the quantitative survey on the role
of the euro as an invoicing currency in international trade. The aim of this analysis is to deepen the
understanding of the micro aspects of the use of the euro in international trade invoicing and/or
settlement in the current period. It includes a subsection on the data used, a brief description of the
empirical methodology and, finally, the empirical estimations. The latter offers a number of interesting
results on choices firms make and their behavior in terms of their invoicing strategy in international
trade.

4.1. Data

Below we provide some descriptive statistics for the sample of companies under study. From Table
4.1 it is concluded that 73% for the EU sample and 81% for the UK sample have less than 50 full time
employees. Moreover, almost 43% of the EU firms reported an annual turnover above 2,000,000 (last
fiscal year), while the same figure for the UK firms is 25%.

Table 4.1. Descriptive statistics for the sample of companies

Full time employees

EU sample UK sample
1-9 26% 61%
10-49 47% 20%
50-249 19% 13%
250-499 5% 1%
More than 500 2% 2%
DK/NA 0% 3%

Turnover in the last fiscal year

EU sample UK sample
Less than 100,000 1% 9%
100,000-500,000 4% 21%
500,000-2,000,000 21% 9%
>2,000,000 43% 25%
DK/NA 29% 36%

Source: TNS and authors calculations
Note: DK/NA denotes “Don’t know / No answer”

In order to investigate the exporting behavior and the possible obstacles that firms face when using
the euro as an invoicing currency, we provide a number of charts containing statistics for some of the
answers received. A detailed presentation of the overall responses is given in Appendix D (provided
by TNS).The descriptive statistics and figures below exclude financial services sector.

Figure 4.1 presents the distribution of the firms’ share of exports that is invoiced in euros. Almost 70%
of the firms exclusively use the euro for trade invoicing, while only 15% of the firms use the euro in
less than 50% of their exports. In other words, the euro is widely used by European firms in their
invoicing practices in international trade. Firms were also asked to declare whether they consider
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trade invoicing of exports and imports in euro with partners outside the euro area being beneficial to
their company.’ Among the firms that invoice in euro a substantial amount (75%-100%) of their
exports 53% of them declared that they believe that the use of the euro for export trade invoicing is
very beneficial. On the other hand, among the firms that invoice in euro smaller amounts (less than
50%) of their exports 36% of them declared that the use of the euro for export trade invoicing is very
beneficial.

Figure 4.1: Distribution of the firms’ share of exports invoiced in euros

Share of exports
invoiced in euro

2%

P

=0

= 1%-25%

® 26%-50%
51%-75%
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= 100%

Source: TNS and authors calculations
Note: Number of companies is 261

Regarding the geographical destinations of their exports, firms were asked to declare their three
largest exporting countries outside the euro area and the results are presented in Figure 4.2. As
expected many firms declared that they export to the US (32%), followed by China (23%). Russia (13%)
and Switzerland (12%) are also important exporting destinations.

9 Specifically, firms responded to the following question: “Would you say that trade invoicing of exports and
imports in euro with partners outside the euro area is beneficial for your company” on a scale 1 (not all
beneficial) to 5 (very beneficial) (see Q6 available in Appendix C). Very beneficial corresponds to scales 4 and 5.
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Figure 4.2: Largest exporting countries outside the euro area
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Source: TNS and authors calculations
Note: Number of companies is 261. Multiple answers could be provided. DK/NA denotes “Don’t know / No answer”.

Moreover firms which do not exclusively use the euro® for their trade invoicing were asked to declare
the three most common currencies used as an alternative to the euro for their trade invoicing (see
Figure 4.3). As expected the US dollar is the dominant currency used by the firms in our sample. The
other currencies do not seem to be often used for invoicing.

Figure 4.3 Currencies other than the euro used for exports invoicing.
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Source: TNS and authors calculations
Note: Number of companies is 88. Multiple answers could be provided. DK/NA denotes “Don’t know / No answer”.

10 The number of firms that declared that they use the euro exclusively for their export invoicing is 173 out of
261.
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Figure 4.4 presents a first descriptive analysis of factors that might affect the use of a currency other
than the euro for export invoicing. The number of firms replying to these questions drops to 83, as
most firms that responded to the survey only invoice in euro. Of the firms that do invoice in other
currencies, almost 50% indicated that the recipient country is large and that is the currency used there,
while nearly 30% replied that this is due to exchange risk management issues. Finally, more than 20%
indicated that this is due to sector characteristics (dominant currency used for the specific product).
Regarding possible obstacles to the use of the euro in international trade, ( Figure 4.5), more than 30%
of the 83 respondent companies indicated accounting reasons, 27% selected regulatory and legal
reasons, while 23% suggested international payment infrastructure restrictions (home or abroad).
Finally, only 13% noted the availability of trade credit. Please note that the above figures rely on small
number of observations, so they should be read with caution.

Figure 4.4: Factors affecting the choice of currencies other than the euro for export invoicing
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Source: TNS and authors calculations
Note: Number of companies is 83. Multiple answers could be provided. DK/NA denotes “Don’t know /No
answer”.

Figure 4.5: Reasons for invoicing in a foreign currency

35



40%

35%

30%
25%
20%
15%
10%
5%
0%
Regulatory/Legal  Accounting Availabilty of Payment DK/NA
trade credit infrastructure

restrictions

Source: TNS and authors calculations
Note: Number of companies is 75. Multiple answers could be provided. DK/NA denotes “Don’t know / No
answer”.

4.2. Empirical Methodology

Our empirical methodology is based on empirical literature that uses surveys to research the choice
of currency in international trade (see among others Friberg and Wilander, 2008; Ligthart and Werner,
2012). The aim of this sub-section is thus to econometrically assess what determines the use of the
euro in international trade and to identify any associated obstacles. Specifically, based on a
specification offered by Kamps (2005), we proceed by estimating an ordered probit model, since our
dependent variable belongs to 5 categories. In detail, we utilise the following specification:

yi =a+pX;+uy (1)

where, y; is the latent (dependent) variable which is the share of exports invoiced in euro. It belongs
to 5 observed categories where:

corresponds to 0%

corresponds to below 26%
corresponds between 26%-50%
corresponds between 51%-75%
corresponds between 76%-100%

ua b WOWN R

In addition, i represents the firms, 8 is a set of coefficients, X; is a set of explanatory variables and u;
is the firm specific error term. The complete set of all the explanatory variables used is available in
Appendix E.

4.3 Empirical Estimations
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As specified above, the empirical strategy pursued will provide detailed estimates for the firms and
the respective sectors that the database covers, as well as a more disaggregated approach in order to
unveil industry—specific characteristics of the invoicing behavior of firms. Specifically, these sub-
sections include: i) estimates with the exception of financial firms ii) mechanical engineering industry
estimates, iii) electrical engineering industry estimates, iv) financial firms estimates (limited to UK
firms only).

4.3.1 Estimates from all the industries
...larger companies are likely to export less in euro, in line with the empirical literature.

Following Martin & Mejean (2012), the size and the turnover of firms enter our regressions in an initial
effort to study their relationship with the share of exports invoiced in euros (see column 1, Table 4.2).
As our empirics rely on ordered probit regressions, they explain the likelihood that the firms invoice
their exports in euro. Note that the empirical estimations provided correspond to an ordered probit
model and thus the magnitude of the coefficient(s) cannot be interpreted in the same manner asin a
linear regression. According to our empirics, the size of the firms (measured in terms of employment)
has a negative and statistical significant effect in the share of exports invoiced in euro. In other words,
larger companies are more likely not to use euro as their main currency. This finding confirms prior
expectations as well as related literature (see Martin & Mejean, 2012). The turnover variable has a
positive effect in the share of exports invoiced in euro, as firms with high turnover are more likely to
use euro as their main currency.

Table 4.2. Baseline estimations (all industries)

(1) (2) (3) (4) (5) (6)
Employment -0.001*** -0.001** -0.001** -0.000 -0.000 -0.000
(0.000) (0.001) (0.001) (0.001) (0.001) (0.001)
Turnover 0.315** 0.251 - - - -
(0.153) (0.154)
Exports - 0.178* 0.137 - 0.164 0.281*
(0.100) (0.107) (0.121) (0.151)
Imports - -0.088 -0.219 - 0.017 0.027
(0.114) (0.139) (0.125) (0.159)
Exports extra-euro - - -0.170 - - -0.236*
(0.104) (0.141)
Imports extra-euro - - -0.032 - - -0.050
(0.094) (0.133)
Exports intra group - - - -0.270%*** -0.341*** -0.289**
(0.099) (0.121) (0.131)
Observations 185 181 175 115 112 86

Note: The table presents the results of ordered probit regressions with robust standard errors. The dependent variable is the share of
exports invoiced in euro; country dummies are included in all regressions. T-statistics are reported in the parenthesis. *, **, *** indicate
significance at 10, 5 and 1 percent levels, respectively. Please note that in column 6 the number of observations is rather low, so results
should be interpreted with caution.
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In the same manner, the turnover from exports and imports enter the regression (see column 2, Table
4.2). For the remaining part of our analysis the size of firm is controlled through the employment
variable. Our empirics reveal that only the exports related variable has an effect on the share of
exports invoiced in euro, implying that firms that gain a substantial percentage of their turnover from
exports are more likely to use euro as their main currency. Note that in this estimation the size of the
company maintains its significance where the turnover variable does not. In turn, exports and imports
outside the euro area (as a percentage of the respective exports and imports) are included in the
regressions (see column 3, Table 4.2). According to our empirics no association between exports
outside the euro area and euro invoiced exports is found.

In an attempt to further investigate the possible effects of intra-group trading, relevant exports of this
type are added to our estimation. Empirics reveal that the higher the intra-group exports the less likely
firms are to invoice in euros (see column 4, Table 4.2). When the same variable is estimated
conditioned with the exports and imports as well as the exports and imports outside the euro area,
the estimated effect is once more present (see column 5 & 6, respectively in Table 4.2).

...firms exporting to Switzerland and Turkey are more likely to invoice in euro, while the contrary holds
for the USA.

In addition, Table 4.3 presents estimations which include information on the location of the trading
partners, in terms of country of residence. Specifically, locations enter our regression in a step-wise
manner, in order to avoid any possible collinearity issues (Haitovsky, 1969). Note that all major
countries are included in our estimation but for brevity only significant estimations are presented.
A positive association is estimated when Switzerland and Turkey are indicated as the destination of
the exports (see columns 1-2, respectively in Table 4.3). In other words, firms exporting to Switzerland
or Turkey are more likely to use euro as their invoicing currency. However, firms exporting to the USA
(column 3) are less likely to invoice in euro. This evidence is in line with prior theoretical and empirical
findings offered by the literature regarding the size of the exporters market (see Section 2.2).

...firms which invoice in euro find it beneficial in their international trade activities

Table 4.3 also presents a number of factors that according to the literature influence the choice of the
invoicing currency. First, we examine the possible effect of settling exports and imports in the same
or different currencies (see column 4, Table 4.3). Our empirics present no statistical significance of the
latter variable. Note that 81% of the firms reported that they use the same currency for exports and
imports settlement. Furthermore, the perception of firms on how beneficial euro is with respect to
trade invoicing is examined next.!? In the same manner, a positive and significant relation between

11 please refer to Appendix E for a complete list of all the currencies and trading countries.

12 ps stated above, firms responded to the following question: “Would you say that trade invoicing of exports
and imports in euro with partners outside the euro area is beneficial for your company” on a scale 1 (not all
beneficial) to 5 (very beneficial) (see Q6 available in Appendix C). For the empirical analysis, very beneficial
corresponds to scales 4 and 5.
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the perception of the beneficial nature of euro trade invoicing and a firms actual invoicing in euros is
estimated (see column 5, Table 4.3).

Table 4.3. Export destinations & Influencing factors (all industries)

(1) (2) (3) (4) (5)
Employment -0.001** -0.001*** -0.001*** -0.001*** -0.001%**
(0.000) (0.000) (0.000) (0.000) (0.001)
Switzerland 0.960** - - - -
(0.476)
Turkey - 4.348%** - - -
(0.204)
USA - - -0.608*** - -
(0.175)
Settlement - - - -0.110 -
(0.311)
Euro beneficial - - - - 0.410**
(0.192)
Observations 257 257 257 178 235

Note: The table presents the results of ordered probit regressions with robust standard errors. The dependent variable is the share of
exports invoiced in euro; country dummies are included in all regressions. T-statistics are reported in the parenthesis. *, **, *** indicate
significance at 10, 5 and 1 percent levels, respectively.

...sector characteristics present a negative association with exports invoiced in euro.

Next, we introduce different theoretical determinants of invoicing behavior originating from the
literature. Specifically, four different factors that could possibly affect the choice of a currency other
than the euro are included, namely: i) the recipient country is large and, so, it is the currency used
there; ii) competitors use other currencies; iii) sector characteristics (e.g. this is the dominant currency
used for the specific product worldwide), and iv) exchange risk management reasons (see columns 1-
4, respectively in Table 4.4). Relevant empirics show that only specific sector characteristics are
(negatively) associated with exports invoiced in euros (column 3). This is probably due to the
dominance of an alternative currency that is used worldwide, possibly the US dollar. The above results
rely on a small number of observations, so should be interpreted with caution.

Complementary to the above, firms were asked to report who has the largest bargaining power in
setting the invoicing currency. Interestingly, firms indicating that the exporter has the setting power
are more likely to use euro as their invoicing currency, while when the importer was specified they
were less likely to invoice in euro (see columns 5 and 6 in Table 4.4 respectively). The latter evidence
supports the validity of the responses received for this survey and the respective econometric results.
Finally, the theoretical perspective that when setting the invoicing currency the larger company has
the bargaining power is not confirmed by our empirics, as no statistical significance is present (column
7 in the same Table).
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Table 4.4. Determinants & Bargaining power (all industries)

(1) (2) (3) (4) (5) (6) (7)
Employment -0.000 -0.000 -0.000 -0.000 -0.001*** -0.001** -0.001***
(0.001) (0.001) (0.001) (0.001) (0.000) (0.000) (0.000)
Large recipient -0.053
(0.261)
Competitors - -0.452 - - - - -
(0.336)
Sector - - -0.736** - - - -
(0.300)
Exchange risk mgt - - - -0.227 - - -
(0.268)
Exporter - - - - 0.820*** - -
(0.211)
Importer - - - - - -0.676*** -
(0.213)
Largest company - - - - - - -0.198
(0.219)
Observations 83 83 83 83 234 234 234

Note: The table presents the results of ordered probit regressions with robust standard errors. The dependent variable is the share of
exports invoiced in euro; country dummies are included in all regressions. T-statistics are reported in the parenthesis. *, **, *** indicate
significance at 10, 5 and 1 percent levels, respectively. Please note that in columns 1-4 the number of observations is rather low, so results
should be interpreted with caution.

...weak evidence on the possible obstacles on the use of the euro as an invoicing currency

The next set of questions are concentrated on the obstacles that firms face and thus choose a currency
other than the euro in their invoicing practices (see Table 4.5). In short, a number of such possible
obstacles were included, namely regulatory or legal, accounting, trade credit availability and the
international payment infrastructure restrictions. According to the empirical estimation, only the
regulatory or legal reasons presented a statistical significance with the euro invoiced exports (column
1, Table 4.5). This finding implies — to a limited extent — that if the company reports regulatory or legal
obstacles, it is likely to invoice less in euro. The number of responses received for this set of questions
is rather low, so results should be interpreted with caution. The other reasons do not present any
statistical significance with the amount of euro denominated exports (see columns 2-4).
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Table 4.5. Obstacles (all industries)

(1) (2) (3) (4)
Employment -0.000 -0.000 -0.000 -0.000
(0.001) (0.001) (0.001) (0.001)
Regulatory -0.703** - - -
(0.282)
Accounting - -0.238 - -
(0.279)
Trade credit - - -0.268 -
(0.338)
Payment infrastructure - - - -0.316
(0.270)
Observations 83 83 83 83

Note: The table presents the results of ordered probit regressions with robust standard errors. The dependent variable is the share
of exports invoiced in euro; country dummies are included in all regressions. T-statistics are reported in the parenthesis. *, **,6 ***
indicate significance at 10, 5 and 1 percent levels, respectively. Please note that the number of observations is rather low, so results
should be interpreted with caution.

...trade-related characteristics and macroeconomic factors have no impact on euro denominated

exports.

In a different set of questions we investigate the relation between the choice of the euro and specific
trade related characteristics and a number of macroeconomic environment factors. Specifically,
transaction size and the contract duration and its delivery time are regressed in order to investigate
their impact in currency choice (see Table 4.6 below, columns 1 & 2). The empirical findings present
no association between the use of the euro in trade invoicing and the size of the transaction or the
duration of the contract. In the same manner, firms reported the importance of economic
environment related factors in their choice of the euro as an invoicing currency, that is the exchange
rate volatility of the euro, the interest rates and macroeconomic shocks. None of the above factors
appear to have a significant effect on euro invoiced exports (columns 3, in Table 4.6).

Table 4.6. Trade & economic factors (all industries)

(1) (2) (3) (4) (5)
Employment -0.001*** -0.001*** -0.001*** -0.001*** -0.001***
(0.000) (0.000) (0.000) (0.000) (0.000)
Transaction size 0.034 - - - -
(0.063)
Duration - -0.013 - - -
(0.062)
Euro volatility - - -0.056 -
(0.065)
Interest rates - - - -0.043 -
(0.065)
Macro shocks - - - - -0.018
(0.069)
Observations 234 244 239 233 220

Note: The table presents the results of ordered probit regressions with robust standard errors. The dependent variable is the share
of exports invoiced in euro; country dummies are included in all regressions. T-statistics are reported in the parenthesis. *, **, ***
indicate significance at 10, 5 and 1 percent levels, respectively.
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Finally, Table 4.7 offers the results on the estimates of two specialised set of questions: first, the
utilisation of hedging instruments by firms in order to address exchange rate risk and, second, the
possible effect of the recent sovereign debt crisis on the use of the euro in in international trade. In
the exchange risk management empirics, no statistical significance between their risk management
measures and the use of the euro was found (column 1). Furthermore, firms that do not address
exchange risk management were also found not to present any correlation with the use of the euro
due to the non-availability of hedging instruments (column 2) or due to the cost of the hedging
instruments (column 3). Firm's invoicing practices appear not to be affected by the European
sovereign debt crisis (column 4). Once more, this specific set of questions received a rather small
amount of responses, so results should be read with caution.

Table 4.7. Hedging & Crisis (all industries)

(1) (2) (3) (4)
Employment -0.000 -0.002 -0.001*** -0.001
(0.001) (0.002) (0.000) (0.002)
Exchange risk measures 0.174 - - -
(0.267)
Hedging instruments - 0.421 - -
(0.619)
Hedging costly - - 0.385 -
(0.398)
Crisis - - - -0.093
(0.076)
Observations 77 34 34 248

Note: The table presents the results of ordered probit regressions with robust standard errors. The dependent variable is the share
of exports invoiced in euro; country dummies are included in all regressions. T-statistics are reported in the parenthesis. *, **, ***
indicate significance at 10, 5 and 1 percent levels, respectively. Please note that in columns 1-3 the number of observations is rather
low, so results should be interpreted with caution.

4.3.2 Mechanical engineering industry
...estimations reveal little differentiation.

The empirical estimations performed on mechanical engineering firms are identical to the ones
described on the previous section and, thus provide once again a picture of the behavior of the specific
firms with regards to their invoicing patterns in international trade. Overall we can infer that results
are qualitatively the same, with the addition of a few novel findings. Please note a number of selected
estimations are offered below, while the rest are presented in Appendix F1.

In detail, both the size and the turnover of mechanical engineering firms appear to have a statistically
significant effect in the share of exports invoiced in euro (see column 1, Table 4.8). The exports related
variable however is not found to have significant effect on exports denominated in euros (see column
2, Table 4.8). Exports outside the euro area are estimated to have a negative impact on the use of the
euro in invoicing, in line with previous estimates (columns 4 & 6).
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Table 4.8. Baseline estimations (mechanical engineering industry)

(1) (2) (3) (4) (5) (6)
Employment -0.002** -0.002* -0.002* -0.000 0.000 -0.000
(0.001) (0.001) (0.001) (0.001) (0.001) (0.001)
Turnover 0.392* 0.354* - - - -
(0.208) (0.210)
Exports - 0.112 0.173 - 0.046 0.226
(0.135) (0.143) (0.161) (0.209)
Imports - -0.146 -0.266 - 0.023 -0.081
(0.137) (0.166) (0.144) (0.184)
Exports extra-euro - - -0.238* - - -0.369*
(0.127) (0.193)
Imports extra-euro - - 0.114 - - 0.180
(0.122) (0.224)
Exports intra group - - - -0.358*** -0.399** -0.241
(0.132) (0.159) (0.166)
Observations 128 125 117 79 78 60

Note: The table presents the results of ordered probit regressions with robust standard errors. The dependent variable is the share of
exports invoiced in euro; country dummies are included in all regressions. T-statistics are reported in the parenthesis. *, **, *** indicate
significance at 10, 5 and 1 percent levels, respectively. Please note that in columns 4-6 the number of observations is rather low, so
results should be interpreted with caution.

With respect to the invoicing determinants originating from the literature, our estimates reveal that
no statistical significance in presence (see Table 4.9, columns 1-4). Please note that in our previous
estimations the sector characteristics were found to have a negative sign, implying that firms are less

likely to invoice less in euros. In the mechanical engineering industry this effect is not present. This

finding is in line with the findings of the qualitative surveys reported in the previous section.

Table 4.9. Determinants & Bargaining power (mechanical engineering industry)

(1) (2) (3) (4) (5) (6) (7)

Employment -0.001 -0.001 -0.001 -0.001 -0.001 -0.001 -0.002**
(0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001)

Large recipient -0.416 - - - - - -
(0.307)

Competitors - -0.385 - - - - -

(0.384)
Sector - - -0.227 - - - -
(0.376)
Exchange risk mgt - - - -0.293 - - -
(0.343)
Exporter - - - - 0.890%*** - -
(0.260)
Importer - - - - - -0.719*** -
(0.267)
Largest company - - - - - - -0.195
(0.268)
Observations 58 58 58 58 156 156 156

Note: The table presents the results of ordered probit regressions with robust standard errors. The dependent variable is the share of
exports invoiced in euro; country dummies are included in all regressions. T-statistics are reported in the parenthesis. *, **, *** indicate
significance at 10, 5 and 1 percent levels, respectively. Please note that in column 1-4 the number of observations is rather low, so results
should be interpreted with caution.
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An interesting finding is that when companies in the mechanical engineering sector report accounting
as well as regulatory obstacles to invoicing in euro, they are more likely to invoice less in euro (see
columns 2 and 1, respectively in Table 4.10). The number of responses received for this set of
questions is rather low, (58) so results should be interpreted with caution.

Table 4.10. Obstacles (mechanical engineering industry)

(1) (2) (3) (4)
Employment -0.001 -0.000 -0.001 -0.000
(0.001) (0.001) (0.001) (0.001)
Regulatory -0.981%** - - -
(0.354)
Accounting - -0.707* - -
(0.389)
Trade credit - - -0.113 -
(0.457)
Payment infrastructure - - - -0.438
(0.370)
Observations 58 58 58 58

Note: The table presents the results of ordered probit regressions with robust standard errors. The dependent variable is the share of
exports invoiced in euro; country dummies are included in all regressions. T-statistics are reported in the parenthesis. *, **, *** indicate
significance at 10, 5 and 1 percent levels, respectively. Please note that the number of observations is rather low, so results should be
interpreted with caution.

4.3.3 Electrical engineering industry

In line with the previous estimations, the findings of the sub-set of firms that are active in the electrical
engineering industry provide little differentiation with respect to the overall results.® Specifically, the
turnover variable provides no evidence on its correlation with exports invoiced in euros, which is a
finding that is not present in the previous estimations (see columns 1 and 2 in Table 4.11).

13 The rest of the empirical estimations are provided in Appendix F2.
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Table 4.11. Baseline estimations (electrical engineering industry)

(1) (2) 3) (4) (5) (6)

Employment -0.001 -0.002* -0.002 0.000 -0.001 0.001
(0.001) (0.001) (0.002) (0.001) (0.001) (0.002)
Turnover 0.312 0.405 - - - -
(0.351) (0.367)
Exports - 0.499%* 0.194 - 0.171 0.204
(0.268) (0.219) (0.324) (0.334)
Imports - -0.062 -0.349 - -0.099 -0.447
(0.407) (0.370) (0.462) (0.692)
Exports extra-euro - - -0.038 - - -0.732
(0.274) (0.600)
Imports extra-euro - - -0.122 - - 0.535
(0.175) (0.430)
Exports intra group - - - -0.094 -0.111 -0.244
(0.231) (0.247) (0.223)
Observations 43 42 45 30 28 23

Note: The table presents the results of ordered probit regressions with robust standard errors. The dependent variable is the share of
exports invoiced in euro; country dummies are included in all regressions. T-statistics are reported in the parenthesis. *, **, *** indicate
significance at 10, 5 and 1 percent levels, respectively. . Please note that the number of observations is rather low, so results should be
interpreted with caution.

Table 4.12. Export destination & Influencing factors (electrical engineering industry)
(1) (2) (3) (4) (5)

Employment -0.001 -0.001 -0.001 -0.001%* -0.001*
(0.001) (0.001) (0.001) (0.001) (0.001)

Switzerland 0.235 - - - -
(0.557)

Turkey - 4.367*** - - -

(0.439)
USA - - -0.813** - -
(0.344)
Settlement - - - -0.066 -
(0.522)
Euro beneficial - - - - 0.587
(0.367)
Observations 63 63 63 50 59

Note: The table presents the results of ordered probit regressions with robust standard errors. The dependent variable is the share of
exports invoiced in euro; country dummies are included in all regressions. T-statistics are reported in the parenthesis. *, **, *** indicate
significance at 10, 5 and 1 percent levels, respectively. . Please note that the number of observations is rather low, so results should be
interpreted with caution.

When we include different theoretical determinants of invoicing behavior originating from the
literature, our empirical estimations provide evidence that only the sector characteristics are
negatively related to the exports invoiced in euros (see column 3, Table 4.13). This result is in line with
the estimates of our full sample findings.

45




Table 4.13. Determinants & Bargaining power (electrical engineering industry)

(1) (2) 3) (4) (5) (6) (7)

Employment -0.000 -0.000 -0.000 -0.000 -0.001** -0.001 -0.001
(0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001)

Large recipient 0.785 - - - - - -
(0.692)

Competitors - -1.245 - - - - -

(0.983)
Sector - - -1.710*** - - - -
(0.611)
Exchange risk mgt - - - -0.301 - - -
(0.604)
Exporter - - - - 1.133** - -
(0.531)
Importer - - - - - -0.761* -
(0.452)
Largest company - - - - - - -0.063
(0.477)
Observations 22 22 22 22 61 61 61

Note: The table presents the results of ordered probit regressions with robust standard errors. The dependent variable is the share of
exports invoiced in euro; country dummies are included in all regressions. T-statistics are reported in the parenthesis. *, **, *** indicate
significance at 10, 5 and 1 percent levels, respectively. . Please note that the number of observations is low, so results should be

interpreted with caution.

Finally, when we concentrated on the obstacles that firms encounter in their invoicing practices, no

statistically significant estimates were found (see Table 4.14 below). This result does not confirm

previous findings which reported that regulatory or legal issues are likely to have a negative effect on

exports invoiced in euros (full sample estimates), with the addition of accounting issues in the

mechanical engineering firms.

Table 4.14. Obstacles (electrical engineering industry)

(1) (3) (4)
Employment 0.000 0.000 0.000
(0.001) (0.001) (0.001) (0.001)
Regulatory -0.477 - -
(0.581)
Accounting 0.475 - -
(0.499)
Trade credit -0.658 -
(0.624)
Payment infrastructure - -0.548
(0.377)
Observations 22 22 22

Note: The table presents the results of ordered probit regressions with robust standard errors. The dependent variable is the share of
exports invoiced in euro; country dummies are included in all regressions. T-statistics are reported in the parenthesis. *, **, *** indicate
significance at 10, 5 and 1 percent levels, respectively. Please note that the number of observations is rather low, so results should be

interpreted with caution.

4.3.4 Financial industry

As indicated above, the financial industry estimates are concentrated on evidence originating from

firm resident in the United Kingdom. From the baseline estimation we can infer that larger companies

— in terms of employment — tend to invoice more in euros in their international activities, possibly in
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order to accommodate overseas transactions (see columns 1-6, Table 4.15 below).!* Also a positive
association is estimated regarding the turnover from imports and the use of the euro in international

trade (see column 2, Table 4.15).

Table 4.15. Baseline estimations (Financial industries)

(1)

(2)

(5) (6)

Employment
Turnover

Exports

Imports

Exports extra-euro
Imports extra-euro
Exports intra group

Observations

0.383**
(0.163)

0.003
(0.002)

62

0.000***

(0.000)
0.002
(0.002)
0.128
(0.205)
0.527*
(0.280)

62

0.003**
(0.002)

0.435%*
(0.192)

0.004** 0.021%**
(0.002) (0.006)
0.038 0.751**
(0.208) (0.314)
0.494* -0.753
(0.268) (0.512)
- 0.453**
(0.229)
- 0.614**
(0.283)
0.365** 0.254
(0.167) (0.451)
62 25

Note: The table presents the results of ordered probit regressions with robust standard errors. The dependent variable is the share of
exports invoiced in euro; country dummies are included in all regressions. T-statistics are reported in the parenthesis. *, **, *** indicate
significance at 10, 5 and 1 percent levels, respectively. Please note that the number of observations is rather low, so results should be

interpreted with caution.

Finally, empirical estimates on the possible obstacles on the use of the euro provide no evidence from

the side of financial firms resident in the UK.

Table 4.16. Obstacles (all industries)

(1)

3)

(4)

Employment
Regulatory

Accounting

Trade credit

Payment infrastructure

Observations

0.004**
(0.002)

0.481
(0.327)

98

0.004
(0.002)

0.370
(0.454)

98

0.004*
(0.002)

0.406
(0.326)
98

Note: The table presents the results of ordered probit regressions with robust standard errors. The dependent variable is the share of
exports invoiced in euro; country dummies are included in all regressions. T-statistics are reported in the parenthesis. *, **, *** indicate
significance at 10, 5 and 1 percent levels, respectively. Please note that the number of observations is rather low, so results should be

interpreted with caution.

1 The rest of the empirical estimations are provided in Appendix F3.
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4.4 Concluding remarks

Summarizing our findings, according to the quantitative survey we can conclude that the euro is widely
used by European firms in the engineering and financial services sectors in their invoicing practices in
international trade. About eight out of ten of the surveyed companies in the euro area say that 76-
100% of their export invoices are in euros. Over a quarter of UK companies invoice at least some of
their customers in euros. Given the limited number of survey responses in the aircraft and the energy
sectors, no conclusions could be drawn on the use of the euro in their international trade activities.

In addition, a number of interesting findings are obtained from the empirical analysis. First, large firms
are less likely to invoice their exports in euro. Second, firms that believe that euro is beneficial for
their international trade activities indeed use it more for their exports. Third, our empirical estimations
present limited evidence on possible obstacles on the use of the euro in international trade (possible
regulatory and legal obstacles).
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5. Qualitative survey results

This section presents findings on the role of euro as an invoicing currency in international trade based
on the qualitative survey that was conducted by the JRC. It combines information from in-depth
interviews and replies to qualitative questionnaires from the European associations of the respective
industries as well as leading firms active in the sectors considered. Evidence from open-ended
guestions from the quantitative survey conducted by TNS, are included were relevant. The section is
divided in four sub-sections corresponding to the respective industries. Participation to the survey
differed across industries with the aerospace sector best represented.

5.1 Aircraft industry

The information below summarises key elements of written comments, meetings and interviews with
leading European firms active in the industry and the secretariat and members of the AeroSpace and
Defence Industries Association of Europe (ASD).%®

All representatives of the aircraft and aerospace industry confirmed that virtually all invoicing is in US
dollars for civil transactions. A leading firm in the sector confirmed that less than 1% of their sales is
in euros. Firms reported that even transactions within the euro area with European clients are
generally in US dollars.

None of the interviewees saw much benefit or scope to change the US dollar dominance in their
sector. It is the established dominant currency in the sector due to historical reasons and the
important linkages of the aircraft industry with the oil market. They also explained that 80% of the
sector sales are outside Europe. And clients' revenues - including of airline companies based in the EU
- are mainly in USD. Also a significant part of their costs is in US dollar (fuels). Also the secondary
market, aircraft insurance and maintenance is priced in US dollars. If the European aircraft companies
would invoice more in euro, they would push exchange rate risk to their clients, which they consider
not possible from a commercial perspective in a market with mainly US competitors.

Budget EU airlines are the exception as they have mostly euro revenues. But even for these airlines,
the aircraft sector prices in US dollars, as the aircraft market is a global market and does not allow
regional price-differentiation. While pricing is in US dollar, some trade is invoiced in euro and British
pound. According to a leading firm, in some cases in which it is in the interest of the client transactions
can be in euro even though the contracts are priced in US dollar. Actual payments are taking place in
euros using a mutually agreed exchange rate providing a natural hedge for both counterparts.

The interviewed firms also underlined the importance of exchange rate risk. Overall, interviewed firms
are satisfied with the use of the US dollar in their activities, as necessary hedging instruments are
available in the markets and various hedging strategies can be pursued. Most firms hold very large
hedging portfolios. In case of large exchange rate fluctuations the long-term hedging positions could
lead to credit and exposure constraints. In particular if the euro depreciates sharply, the value of the
hedging position can turn strongly negative exceeding credit facility limits. Until now, banks have in

15 ASD provided important support to the survey by engaging their members and inviting JRC staff for a
presentation and discussion at an ASD members meeting.
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such cases increased their credit lines, but one interviewee suggested that this might not be the case
in a future sectoral or global slowdown.

Part of the exchange rate risks is addressed by pushing down exchange rate risk to suppliers requiring
US dollar pricing in all supplies. While hedging was generally unproblematic to the major firms, SMEs
do not have similar access to hedging as they are generally credit constrained and need to use their
credit lines for investments and working capital rather than hedging. “For SMEs exchange rate risk is
a nightmare” one representative said. Without being asked, representatives from two major
companies independently from each other suggested that a government supported facility to enable
access to hedging for SMEs would be in the public interest.

One firm noted that exchange rate risk played some role but was not the major factor in the decision
to move production facilities outside the euro area.

Firms reported that they in general do not encounter problems accessing trade credit, except for 2010
when EU banks suffered US dollar shortages. At the time non-EU banks quickly stepped in.

Overall, firms active in the industry believed that there is no scope for significantly raising the share
of the use of the euro in the sector for the reasons described above. From a commercial perspective
they had not much interest in the study therefore. Sector representatives did note however increasing
concerns about the use of US dollar in — what they called — “sensitive countries” (e.g. Iran, Russia) in
which sanctions apply and difference in sanction regimes between in particular the US and the EU
exist or may arise in the near future. There were important business opportunities for the sector. But
European banks are very reluctant to engage in any activities that might involve transactions in these
countries, even if companies demonstrated that they complied with sanction law, or if all EU sanctions
were to be lifted. Banks’ unwillingness allegedly originated from the fact that due to specific sanctions
imposed by the USA, any payment made in US dollars has to be compliant with US laws as clearance
is made through the FED. Even if most of the transactions could potentially be in euro, some aspects
could involve US dollars, raising uncertainty on US extra-territorial jurisdiction. One major firm noted
that a European bank was asking for certificates that even companies used for the intermediate
products were also compliant with the US laws in order to proceed with any payments. Another
company reported on a transaction in a “sensitive country” that was fully in euro, for which they had
all clearances of compliance from their government and they had made priced and invoiced in euro.
No major bank was willing to clear the transaction. Aircraft industry representatives suggest that the
unwillingness of banks to engage in activities in “sensitive countries” seems to be due to this
uncertainty on sanction regimes — and differences across sanction regimes. They considered it a rather
important concern for some companies, but not necessarily for the sector as whole as it concerned a
small number of (large) deals.

Sector representatives noted that that the military aviation market is very different from the civil
aviation one as the clients are governments which have a very different profile. In military aviation,
European clients are generally priced in euros, while for non-European ones mostly in US dollars. This
can be extended to the space and satellite industry, where the market is very limited.

Regarding any obstacles that firms might face when invoicing in euros, firms reported that there aren’t
any regulatory, legal or accounting issues. The main concern expressed by the firms was the difficulties
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they encountered when involving banks in the payment process for transactions in “sensitive
countries”.

5.2 Electrical and mechanical engineering

In order to gather information from the electrical and mechanical engineering industries the European
associations of the sector and the leading companies were contacted. The associations interviewed
were: i) Orgalime, which is the mechanical, electrical, electronic and metal articles industries
association, and ii) Digitaleurope, which is the Information, Communications and Telecommunications
(ICT) association.

Firm participation in the survey was very low. The industry association replied to our multiple requests
that “My understanding is that there are no particular problems when using the euro for international
transactions. | guess that this is one of the reasons that we did not receive further input from our
members.”

Also the feedback on the open questions of the quantitative survey indicates that firms in this sector
are not concerned by possible obstacles to the use of the euro in international trade. A response
provided by a number of firms that used currencies other than the euro was that the client imposes
the invoicing currency. No specific obstacles to the use of the euro were raised.

5.3 Energy

The energy sector includes a number of related products and thus several associations had to be
contacted. Specifically, we contacted the following European associations: i) Euracoal, for the coal
subsector, ii) Eurogas, for the gas industry, and iii) FuelsEurope for the petroleum refineries
companies. Although the associations actively encouraged their members to participate in the survey
by replying to the qualitative surveys or engaging on an in-depth interview few positive responses
were received. In a further attempt to engage the firms in the completion of the surveys, one of the
associations agreed to personally contact the leading firms in the industry, but once more very few
responses were obtained.

The interviews and questionnaires indicate that in the refinery/petroleum industry mainly operates in
US dollars, not only in Europe but also globally. The reason is that global commodity and energy
markets are traditionally US dollar dominated. And in a normal fuel product the crude oil represents
80-90% of production costs. An exception to the above is the local trade transactions that concerns
biofuels, where the euro could occasionally be used. According to the association, there is little scope
for increasing the use of the euro invoicing in the market. Any change from the dominance of the US
dollar with respect to the pricing and invoicing of the industry would probably be a political issue in
which governments of oil-producing countries had an important say. According to sector
representatives, this also explains the low response rate in the qualitative survey.

5.4 Financial services
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The financial industry includes the following sub-sectors: (i) advisory firms, (ii) tax consultancies, (iii)
rating agencies, (iv) clearing houses, and (v) financial leasing. Few firms provided input to the
gualitative survey.

From the open questions of the quantitative survey, a number of interesting responses on the use of
the euro in international invoicing were provided. Please note that the specific industry was covered
in the aforementioned survey using UK based firms only. Specifically, the response provided by a
number of firms indicated they invoice in euros on the request mainly of the client. In line with the
above, they also answered that they are willing to invoice in euros, given that they attract more clients
from the Eurozone. Moreover, many firms indicated that they would use the euro more provided that
it was less volatile and more stable.

5.5 Concluding remarks

Invoicing in euro is limited in a number of sectors due to industry specific characteristics and the
dominance of US dollar. For example the aircraft and the energy industry are largely invoicing in US
dollar in their international trade activities. Our survey across major industries and the associations
suggests that the limited use of the euro in these sectors is not related to possible obstacles for the
use of the euro in international trade. In the other sectors the euro is widely used by European firms
in their invoicing practices in international trade.
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6. Conclusions

This study provides an analysis of the main determinants and obstacles for using the euro in
international trade. It includes a literature review and draws empirical findings from the specialized
surveys that where conducted.

The euro is widely used by European firms in their invoicing practices in international trade. The
surveys find that the use of other currencies in most cases does not relate to obstacles to the use of
the euro in international trade. While the findings are based on a limited number of sectors and
surveys with low response rates, they are in line with related studies. The aircraft and energy sectors
in which the US dollar is the main invoicing currency are notable exceptions to the extensive use of
the euro. Also in these sectors firms reported no obstacles to the use of the euro as other — sector-
specific - factors drive the currency choice.

Companies indicate in the surveys and interviews that they use currencies other than the euro mainly
due to: (1) client preference, (2) the dominant role of the US dollar globally, which serves as a vehicle
currency in international finance, (3) natural hedging by matching cash flows, (4) bank and forex
transaction costs.

Of the surveyed firms in the mechanical and electrical engineering sectors that invoice in other
currencies and that report on obstacles, a small minority of companies mentions accounting issues;
regulatory and legal obstacles; and international payment infrastructure restrictions. No specifics on
the potential obstacles could be identified through open-ended survey questions or interviews. Also,
the empirical estimations do not find significant evidence that obstacles to the use of the euro play a
role in the choice for other currencies in international trade.

An important caveat to the interpretation of the survey results is the low response rate obtained in
both the quantitative and the qualitative components. For the quantitative survey more than 17000
companies were contacted with a response rate of 2.3% or a total of 400 responses. The qualitative
survey yielded a similarly low response rate. A possible explanation for the low response rates, as
suggested by the results obtained in the survey, is that most of the EU companies mostly use the euro
for their exports i.e. they do not consider a survey on obstacles relevant for their business. This result
was also confirmed by some of the industry associations.

In summary, European firms mostly use the euro in their invoicing practices in international trade.
While there may be some obstacles at micro-level that cause some companies to reduce their use of
the euro, there is no evidence of widespread concerns in any sector. Sometimes firms prefer to use
the US dollar due its role as a global financing and vehicle currency. Sound macroeconomic policies,
the deepening of the EU Economic and Monetary Union, and the development of the Capital Markets
Union, will all contribute to further strengthening the role of the euro on the global trade and finance
markets.

Beyond the scope of this study, leading firms indicated the need for providing to small and medium
enterprises access to hedging instruments in order to accommodate their trade transactions in foreign
(non-euro) currencies, and reduce their vulnerability to exchange rate fluctuations. In addition, some
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firms suggested that a clear and transparent framework on applicable sanction regimes would reduce
uncertainty and trade obstacles in transactions with “sensitive countries”.
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Appendix A. Empirical studies of individual countries and industries

Study

Kamps (2005),
ECB Working Paper Series

Goldberg & Tille (2008),
Journal of Int’| Economics

Lai & Yu (2015),
The World Economy

Martin & Mejean (2012),
CEPIl Working Paper

Country(ies)

World sample (incl. Eurozone &
EU)

World sample (incl. Eurozone &
EV)

World sample (incl. Eurozone &
EU)

EU countries (Austria, France,
Germany, Italy & Spain)

Data

Annual (1994-2004)

Annual (unbalanced panel)

Annual (unbalanced panel,
mainly 1999-2010)

Questioner based Survey
(2010)

Empirical Methodology

Prais-Winston panel
regressions

Ordinary Least Squares

Ordinary Least Squares

Probit regression

Main Findings

Being part of or a candidate for the EU increases euro export/import
invoicing.

Euro is not widespread as a vehicle currency in third countries,

The higher the share of a country’s exports in world exports, the more likely
it is to invoice in its own currency, i.e. indication of the market power
provided by the inclusion in a monetary union.

Positive impact of the introduction of the euro on home currency invoicing.
Limited impact of the monetary union on import invoicing in euro.

The higher the market power of an economy, the more likely it is that this
country’s imports are invoiced in the home currency.

40% to 50% of the extra euro area exports by EMU members are invoiced in
euros,

The US dollar is typically the lowest transaction cost currency in foreign—
exchange markets

Large euro area countries invoice more in euro. Invoicing in euro is explained
by around 30% by the size of the exporting country (relative to the euro
area).

The more homogeneous the exported goods to the euro area the higher the
likelihood that these good will not be invoiced in euros.

The share of Eurozone in a country’s total trade has a strongly positive effect
on euro export invoicing, as it contributes in explaining more than 60% of
the cross-country and intertemporal variation in the euro’s share in export
invoicing.

Non-euro area EU MS use the euro more than non-EU countries.

The hedging motive seems not very important in magnitude, albeit
statistically significant.

The use of the euro is increasing over time due to an increasing contribution
of smaller countries

Differences in transaction cost are insignificant in explaining invoicing
currency choice.

Similar patterns when euro invoicing in imports is examined.

The vast majority of firms set their export prices in euro (from 88% in Austria
to 95% in France).

Large firms — both in terms of turnover and total exports — use relatively less
the euro as an invoicing currency.

58



Ligthart & Werner (2012),
Journal of Int'l Money &
Finance

Donnenfeld & Haug (2007),
Int’l Journal of Finance &
Economics

Goldberg & Tille (2014),
Federal Reserve Bank of
New York, Staff Reports

Norway

USA

Canada

Quarterly (1996-2006)

Monthly (1996:08-
1998:07)

Trade Transactions
(2002:2-2009:2)

Fixed effects

Multinomial logit model

Multinomial logit model

Overall, there is a small cross-country variation on the invoicing behavior of
firms.

Companies exporting to the EU invoice more in their own (local) currency
(0.96) when compared to those who export to North America (0.85), Asia
(0.86) or the Rest of the world (0.84).

Strong heterogeneity across sectors, i.e., the textile and leather industry is
reported to rely less on euro as an invoicing currency, although nearly 88%
of the industry’s exports are euro denominated.

Larger firms — both in terms of turnover and number of employees — are less
likely to price in Euro.

Firms that are part of a multinational group manage exchange rate exposure
through operational hedging.

When prices are determined by the markets — as opposed to producers —
(i.e. homogenous goods, commodities) they will rather be denominated in a
currency other than the euro, that is probably the dollar.

Firms that hedge against exchange rate risk or use derivatives are less likely
to use euro as their invoicing currency.

The likelihood of not invoicing in euro increases when trade credit is used by
firms

Increased invoicing in euros in the Norwegian market after its introduction
Euro has overtaken US dollar as a vehicle country in Norwegian imports
Drop of inflation volatility has some influence on producer currency invoicing
towards Norwegian market

Share in world trade and relative size of the country (GNP) do not have a
significant effect on invoicing patterns.

Exchange rate risk and distance have a positive and significant impact on
invoicing in the importers currency.

Exchange rate pass-through elasticity is negatively related to invoicing in
the importer’s currency

More homogeneous goods are more likely to be invoiced in the local or
vehicle currencies instead of the exporters’ currencies.

Imports from countries with exchange rates that are more volatile (i.e.
Canadian dollar) show more use of local and vehicle currency pricing. Imports
from countries that have a relative high volume of foreign exchange
transactions between their currency and the US dollar use more local and
vehicle currency pricing

Higher importer concentration in an industry (i.e. bargaining power) raises
the use of both local and vehicle currency pricing.

Importer heterogeneity shifts invoicing towards producer currency pricing
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Ito et al. (2010)

Friberg & Wilander (2008)

0i, Otani & Shirota (2004)

Silva (2004)

Japan

Sweden

Japan

Netherlands

Questioner based Survey
(2007 & 2008)

Questioner based Survey
(2006)

Survey based

Bilateral flow data

Probit estimation

Descriptive statistics and
mean ranking

Correlation analysis

Panel data — extended GLS

Large transaction are associated with less use of the producers’ pricing and
more with local and vehicle pricing.

Exporters from countries with relatively volatile exchange rates use their own
currency to a lesser degree in international trade transactions.

Exports from countries with currency pegs to the US dollar are more likely to
be invoiced in US dollars, while producer currency pricing is stronger among
Eurozone exporters.

The larger the hedging cost is, the less the importer’s currency is used for
trade invoicing.

Intra-firm trade facilitates importer’s currency invoicing.

The degree of export competitiveness negatively affects the extent of
importer’s currency invoicing. So, the importer’s currency is used as an
invoice currency if export products are less differentiated or not competitive
in the destination market.

For the majority of exports, the price, the invoice and settlement are
denominated in the same currency.

The currency of the customer is the most used, both for trade within and
across company groups.

For large export markets and large orders the price is set in the currency of
the customer.

The currency choice of competitors is not a central concern for most firms.
The expected development of the exchange rate matters little for currency
choice.

The set of financial instruments available in a currency and costs of
exchanging currency are not deemed to be important for the currency choice.
Smaller exporters are more likely to use home currency (Swedish kronor) as
their main currency for exports.

Japanese yen more often used in industries with differentiated products,
such as the automobile industry.

Inflation in partner country increases the likelihood of invoicing in Dutch
guilder.

High share of a country in world exports increases the likelihood that the
country’s currency is used.

Financial development increases the likelihood of pricing in the currency of
the country undergoing financial development.



Appendix B. Qualitative Questionnaire

European
Commission

SURVEY
THE INTERNATIONAL ROLE OF EURO

Notes and Instructions

o This survey is conducted by the European Commission.

o The aim of the survey is to identify possible obstacles to the use of the Euro in international trade. More information can

be found here.

o Please answer the questions below reflecting the position of your company and not the group of companies that you might

belong to or its consolidated accounts.
o A comprehensive glossary is attached at the end of the file.

o The answers and the results obtained from this survey will be treated with confidentiality. No answers referring to individual

firms/companies will be revealed.

o Please send the filled-in questionnaire to eurosurvey@jrc.ec.europa.eu by .....

We thank you for your contribution which is highly appreciated by the European Commission.

For any queries please contact us at:

Email: eurosurvey@jrc.ec.europa.eu

Phone: Tel. (+39) 0332 789746/789803
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Company Name:
Country of Incorporation:
Company NACE code:

Date of filling out:

Contact Details of Person filling out the Questionnaire:

Name:
Job Title:

Email:

General questions

1. Please indicate the share of your exports and imports as a percentage of your turnover (latest available year;

before tax): (Please tick only 1 box)

Year:
Exports Imports
0 0-25% 0 0-25%
O 25%-50% O 25%-50%
O 50%-75% 0 50%-75%
0 75%-100% 0 75%-100%
Please add any comment:
2. What percentage of your exports/imports are:
Exports Imports

Within the Eurozone: = % of exports.

Within the Eurozone: = % of imports.

Rest of EU28 countries: % of exports.

Rest of EU28 countries: % of imports.

Rest of the world: % of exports.

Rest of the world: = % of imports.

Please add any comment:
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3.

What percentage of your exports/imports are intra-group?

Exports

Imports

I N/A (I do not belong to a group)

I N/A (I do not belong to a group)

0 0-25%

0 0-25%

O 25%-50%

O 25%-50%

O 50%-75%

O 50%-75%

0 75%-100%

0 75%-100%

Which is the main currency used in your intra-group exports:

Which is the main currency used in your intra-group imports:

Please add any comment:

Which are your largest exporting and importing markets:

Outside the Eurozone

Outside the EU28

Exports:

Exports:

Imports:

Imports:

Please add any comment:

Which is the premier global currency for international trade in your industry/sector?

Please add any comment:

Which is your premier currency?

pricing
EUR O
usbD O
GBP O
JPY |
CHF 0
RMB O

Other (Please Indicate)

Please add any comment:

invoicing settlement

O O

0 [ I O N B N
O O oo O
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What are the shares (approximately) of your exports/imports invoiced in Euro, USD, GBP, JPY, CHF, RMB
and other currencies?

Exports Imports
Euro: | % of exports. Euro; | % of imports.
USD: | % of exports. USD: | % of imports.
GBP: | % of exports. GBP: | % of imports.
JPY: | % of exports. JPY: | % of imports.
CHF: | % of exports. CHF: % of imports.
RMB: % of exports. RMB: % of imports.
Other: % of exports. Other: % imports.

Please add any comment:

Is there a difference between the currency used in the final trade settlement (final good/service) and the main
intermediate trade settlement (purchase of goods/services necessary for the production of the final good/service)?

O YES ONO

If YES please specify:

Please add any comment:

Do you consider invoicing in Euro advantageous? (please indicate from 1 (least important) to 5 (most
important)):

o1 0O2 0O3 0O4 0O5

Please add any comment:
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Questions on obstacles regarding using Euro as an invoicing currency

10. What is the main reason for trade invoicing in a currency other than the Euro?

Please add any comment:

11. Please indicate which of the following reasons play a role in the choice of the invoicing in a currency other than
the Euro? (you may tick more than 1 box):

12.

O

O
O
O
O

O

In order to penetrate/establish relations within a market.

Because this is necessary due to local competition in the local currency.

Because it is a large country and this is the currency used there.

Because this is the dominant currency used for the specific product worldwide.

Because this is the dominant currency used in the secondary market (for used and leased goods) in the
industry/sector.

In order to limit the fluctuations versus competitors of your price in the respective good/service.

In order to limit the fluctuations of my profit margin because most of my expenses are in the non-Euro
currency.

In order to match existing liabilities denominated in currencies other than the euro with revenue denominated
in the same currency.

Other

Please add any comment:

In your industry/sector who has the strongest bargaining power in setting the invoicing currency : (Please tick
only 1 box)

O The importer

[ The exporter

[ The larger company

[0 Depends case by case

ON/A

Please add any comment:
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13.

14.

15.

16.

17.

Do you invoice in a foreign currency for any regulatory or legal issues (in your or your client's home country)?

O YES ONO

If YES please specify:

Do you invoice in a foreign currency for any accounting issues?

O YES ONO

If YES please specify:

Do you address exchange rate risks in your international trade activities? (Please tick only 1 box)

O YES ONO

If YES please specify how you deal with exchange rate risks:

If NO because:

[0 No hedging instruments are available
[ They are too costly

[ Other (Please specify: )

Are there any international payment infrastructure restrictions (at home or abroad) which force you to use a
currency other than the Euro?

(Example: You do business with a Chinese company and you invoice in a third country vehicle currency because
you cannot clear transactions in Chinese RMB.)

OYES ONO

If YES please specify:

Are there any other trade practices not allowing you to set the Euro as an invoicing currency?

O YES ONO

If YES please specify:
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18. How important are the following factors when choosing Euro as your invoicing currency? (please indicate from

1 (least important) to 5 (most important)):

The transaction size
as
The delivery time (short term/long term)
a5
Its exchange rate volatility
a5
The interest rates
as
Recent macroeconomic shocks
as

Other O (Please comment; )

Please add any comment:

01

01

01

01

01

02

02

02

02

02

19. What should change in order for you to start using the Euro more in international trade?

GLOSSARY

a3

a3

a3

a3

03

04

04

04

04

04

Exchange rate risk: the risk that the return on an investment may be reduced or eliminated because of a change in the

exchange rate of two currencies.

Final trade settlement: the payments made for the sale of the final good or service produced by your company.

Intermediate trade settlement: the payments made for the purchase of goods and services necessary for the production of

the final goods or services offered by your company.

NACE code: statistical classification of economic activities in the European Community (Nomenclature statistique des activités

économiques dans la Communauté européenne).

Trade practice: a competition method, operating policy (as the use of standards of size, shape, and quality of materials), or

business procedure common to members of a line of business or industry.

Vehicle currency: the currency used to invoice an international trade transaction, especially when it is not the national

currency of either the importer or the exporter.
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Appendix C. Quantitative Questionnaire

TNS opinion
8-10, Rue Jules Cocly — 1160 Brustels
T"S T.: #32 266 17200 - F.: +32 2 &6 17 250
i o b e et i

Questionnaire
Possible obstacles to using the euro in international trade
9-07-2015
Version 7 - Final

Target: companies with one or more employees, trading with partners outside the
euro area, aparating in the following industry sectars (defined with NACE codes):

Aircraft and Shipbuilding:
C 30 Manufacture of other transport equipment

Enargy:

B Mining and quarrying

C 19 Manufacture of mke and refined petroleum products
D Electricity, gas, stearmn and air conditioning supply

Electrical and Mechanical Engineering:
C 27 Manufacture of electrical equipment
C 28 Manufacture of madhinery and equipment

Financial Services:

K 66.1.1. Administration of financial markets

K 66.1.2, Security and commadity contracts brokerage

K 66.1.9. Other activiies auxiliary to financial services, except insurance and
pension funding

M &9, 2, Accounting, bookkeeping and auditing activities; tax consultancy

i The survey should cover companies in Italy, France and Germany
acrass all above-mentioned industry sectors which are invalved in international
trade with partners outside the euro area. In addition, the survey should cver
companies in the UK in the sector of Financial Services as detailed above, which
are engaged in trade with partners inside the euro area or the EU, or with
partners outside the EU.

Total guestion units: 20.5 QU.

Two duplicated questionnaires follow far the financial sector in IT, FR and DE, and
the financial sector in the UK, respectively. They reflect a slightly different
terminology as to match the specificity of the industry and the countries.

DK = don't know/no answer - always spontaneous

(OUR COUNTRY) will be replace by the name of the country in each @untry
SPLIT BALLOT!:

L b Spkit Balat is & procedurs wherne 8 sample is divided inbo two hatves and each receives 8 shightly
different questionnaire — ESOMAR definition

Questio nnaire « Possible obstacles for using the eum in international trade» - DG ECFIN =1s=
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TNS opinion
8-10, Rue Julss Coclor — 1160 Brustels

TMS T #322 66 17200 - F.: +32 2 66 17 280
e v .

Socio-economic section

D1 Could you confirm that your company operates in the [enter

sector description from sample] sector?

[ONE ANSWER ONLY)

Yas 1
Na 2
D/ NA 3

10 NEW

{nat

courntad)

STOF INTERVIEW IF CODE 2 OR 3IN D1

D2 In which country is your company registered (for trade and
financial reporting }?

(READ OUT - ONE ANSWER ONLY)

France 1
Germany 2
Ttaly 3
United Kingdam 4
Other 5
Dk NA [

10w NEW

{nat

counted)

STOPF INTERVIEW IF CODE 5 (OTHER) OR CODE & (DK/NA)

D3 How many full-time employees did your company have in the last
fiscal year? Please state the number of employees in your legal
entity, not at the group level.

(READ OUT = ONE ANSWER ONLY)

1 to 9 employees 1
10 to 49 employees 2
50 to 249 employeas 3
250 to 499 amployees 4
500 or mare employees 5
Dk NA [

QU NEW

(ot

cownted)

D4 What was the tumover of your company in the last fiscal year?
Please state the turnover in your legal entity, not at the group
lewal.
ok NASREF ek

QU NEW

(ot

Questionnaire « Pessible obstacles for using the euro in international trade» - DG ECFIN ==
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TNS opinion
8-10, Rue Julss Coclor — 1160 Brustels

TMS T #322 66 17200 - F.: +32 2 66 17 280
e v .

DS Could you please estimate the share of your exportsasa
percentage of turnover in the last fiscal year or latest available
year, before tax?

(READ OUT - ONE ANSWER OMLY)

Nane

Below 26%
26%-50%
51%-75%
TEY%-100%
DK/NA

A e L ke

ot NEW
counted)

ASK D6 IFCODES 2TO 5 IN D5
SPLIT BALLOT = FR, DE, IT ONLY

D& And approximately what parcentage of your exports went
outside the euro area in the last fiscal year or latest available
year, before tax?

(READ OUT - ONE ANSWER OMLY)

MNane

Below 26%
26%-50%
51%-75%
TE%-100%
DK/NA

{nat NEW

G A e LR e

SPLIT BALLOT - UK OMNLY
D6 And approximately what percentage of your exports went to the

euro area in the last fiscal year or latest available year, before
tax?

(READ OUT - ONE ANSWER ONLY)

Nane

Below 26%
269%-50%
51%-75%
76%-100%
DK/NA

NEW

A s LR e

1qu
{not
counted)

Questionnaire « Pessible obstacles for using the euro in international trade» - DG ECFIN =3-=
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TNS opinion
8-10, Rue Julss Coclor — 1160 Brustels

TMS T #322 66 17200 - F.: +32 2 66 17 280
e v .

ASK ALL

D7 Could you please estimate the share of your imports as a
percentage of turnover in the last fiscal year or latest available
year, before tax?

(READ OUT - ONE ANSWER OMLY)

Nane

Below 26%

26%-50%

519-75%

76%-100%

DK/NA
100

(nat NEw
counted)

ASK DB IFCODES 2TO 5 IN D7
SPLIT BALLOT - FR, DE, IT OMNLY

D8 And approximately what percentage of imports came from
outside the euro area in the last fiscal year or latest available
year, bafore tax?

(READ OUT - ONE ANSWER OMLY)

Nane

Below 26%

26%-50%

51%-75%

76%-100%

DI/NA
1qQu

{not NEW
counted)

SPLIT BALLOT - UK ONLY

D8 And approximately what parcentage of imports came from the
euro area in the last fiscal year or latest available year, before
tax?

(READ OUT = ONE ANSWER OMLY)

MNane

Below 26%
26%-50%
51%:-759
76%-100%
DK/NA

A e

O s L R

0o g L R

Questionnaire « Pessible obstacles for using the euro in international trade» - DG ECFIN
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IF NACE CODES IN AIRCRAFT AND SHIPBUILDING, ENERGY, ELECTRICAL
AND MECHANICAL ENGINEERING (AS DEFINED) - CONTINUE INTERVIEW

STOP INTERVIEW

IF CODE 1 at D5 or CODE 1 at D&
AND

CODE 1 at D7 or CODE 1at DB

IF NACE CODES IN FINANCIAL SEVICES (K and M) (AS DEFINED) -
CONTINUE INTERVIEW

Questionnaire « Pessible obstacles for using the euro in international trade» - DG ECFIN

72



TNS

TNS opinion
8-10, Rue Julss Coclor — 1160 Brustels
T #322 66 17200 - F.: +32 2 66 17 280

E: haykgyuzshyandites- guinioncom — bt e bos-aginian com

QUESTIONNAIRE - FOR AIRCRAFT AND SHIPBUILDING, ENERGY,
ELECTRICAL ANMD MECHANICAL ENGINEERING (AS DEFINED)

Q1

1qu

Could you please estimate what parcentage of your exports are
intra-group in the last fiscal year or latest available year, before

tax?
(READ OUT - ONE ANSWER ONLY)

Mane

Below 26%

26%-50%

51%-75%

TE%-100%

Your company does not belong to a group
DK /NA

NEW

ASK §2, Q3 and Q4 IF CODES 2 TO 6 IN D6
IF CODE 1 IN D6, GO TO Q6

Q2

Which are your three largest exporting countries outside the

euro area, as measured by valua?
(DO NOT READ OUT = MAX. 3 ANSWERS)

OPEN-ENDED QUESTION WITH A PRE-CODED LIST AS BELOW

United Kingdam

Paland

Denmark

Czech Republic

Swadan

Hungary

Any other EU countries
United States

Switzerland

China

Russia

Turkey

lapan

Any other non-EU countries
Your campany does not export outside the euro area
DE/NA

Tor NEW

IR T T K

-

-

-

D00 s O LA e L R e

-

Questionnaire « Pessible obstacles for using the euro in international trade» - DG ECFIN
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Q3

2qu

What approximate share of your exports is invoiced in euro?
(READ QUT = ONE ANSWER OMNLY)

Nane

Below 26%
269%-50%
51%-75%
76%-100%
DK/NA

NEW

In which currencies other than the euro do you invoice your
exports?
(DO NOT READ OUT - MAX. 3 ANSWERS)

OPEN-ENDED QUESTION WITH A PRE-CODED LIST AS BELOW

U.S. Dallar

British Pound
Japanese Yen
Swiss Franc
Chinese Renminbi
Canadian Dollar
Danish Krona
Swedish Krona
Korean Won
Indian Rupea
Brazilian Real
Russian Rouble
Turkish Lira
Other

Your company does not invoice its exports in ather currencies
D NA

NEW

ASKQ5IFCODES 2TOG INDGS AND CODES2TO 6 IN D7

Qs

1Qu

A B LB

e

-

-

W0 00 s LA e L R e

-

Is the main currency that you use to settle your exports the same
as the main currency that you use to settle your import purchases

from outside the euro area?
(READ OUT = ONE ANSWER ONLY)

Yes
Na

Does ndt apply to your company (SPONTANEOUS)
DK/NA

NEW

e L b

Questionnaire « Pessible obstacles for using the euro in international trade» - DG ECFIN

74



TNS opinion

8-10, Rue Jules Coclo — 1160 Brussels

T #322 66 17200 - F.: +32 2 66 17 280
TNS T 42264 3 .
Q6 Would you say that trade invoicing of exports and imports in euro

with partners outside the euro area is beneficial for your
company? Please indicate from 1 (not at all beneficial) to 5 (very
beneficial):

(READ OUT - ONE ANSWER OMLY)

1Qu

1 Mot at all beneficial & Very beneficial | DK/NA
1 | 2 | 3 [ 4 | = &
NEW

QUESTIONS ON OBSTACLES TO USING THE EURD AS AN INVOICING
CURRENCY = FOR AIRCRAFT AND SHIPBUILDING, ENERGY, ELECTRICAL
AND MECHANICAL ENGINEERING ( AS DEFINED)

ASK Q7 IF CODES 1 TO 14 IN Q4
OTHERS GO TO Q8

Q7

1Qu

‘We would like to understand why you use currencies other than
the euro for export invoicing. Do any of these factors play a role
in your choice of currencies other than the euro for export
invaicing?

(READ OUT = MULTIFLE ANSWERS POSSIBLE)

The recipient country is large and this is the currency used there 1,
Campetitors use ather currencies and your company has to keep 2,
up with them

Sector characteristics - e.g. this is the dominant currency used 3,
for the specific product worldwide

Exchange risk management 4,
Other (FLEASE SPECIFY) 5
DK/NA ]
NEW

ASK ALL AIRCRAFT AMD SHIPBUILDING, EMERGY, ELECTRICAL AND
MECHANICAL ENGINEERING (AS DEFIMED)

Qs

1Qu

In your sector who has the strongest bargaining power in setting
the inveicing currency?
(READ OUT - ONE ANSWER OMLY)

The importer

The exparter

The larger company

Depends case by case (SPONTANEOUS)
DK /NA

NEW

A e L b e

Questionnaire « Pessible obstacles for using the euro in international trade» - DG ECFIN
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ASK Q9, Q10, Q11 AND Q12 IF CODES 1 TO 14 IN Q4
OTHERS GO TO Q13

Q9 Do you invoice in a foreign currency for any of the following

reasons?
(READ OUT = MULTIPLE ANSWERS POSSIBLE)

Regulatary or legal reasons (in your ar your partner's home
country )

Accounting reasons

Availability of trade credit

International payment infrastructure restrictions (at home or
abroad) whidh force you to use a currency other than the euro
Your company does not invoice in a foreign currency

DK /A

1 NEW

b e

-

&

Q10 Are there any other trade practices which do not allow you to set
the euro as an invoicing currency?
(READ OUT - ONE ANSWER OMLY)

Yes (PLEASE SPECIFY)
Na
DK/NA

1 NEW

L b=

Q11 Do you take measures to address exchange rate risks in your
international trade activities?
(READ OUT - ONE ANSWER OMLY)

Yes
Na
DK /NA

1 NEW

L b =

ASK IF CODE 2 "NO" AT Q11A

Q12 Why do you not address the exchange rate risks in your
international trade activities?
(READ OUT - ONE ANSWER OMLY)

Because hedging instruments are not available
Because hedging instruments are too costly
Any other reasons (PLEASE SPECIFY)

DK /NA

1 NEW

P

Questionnaire « Pessible obstacles for using the euro in international trade» - DG ECFIN ==
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ASK ALL - FOR AIRCRAFT AND SHIPBUILDING, ENERGY, ELECTRICAL AND
MECHANICAL ENGINEERING (AS DEFIMED)

Q13 How important are the following factors when choosing the euro
as your invoicing currency? Please indicate from 1 (not at all
important) to 5 (very important ):
(READ OUT - ONE ANSWER ONLY)

Not at all Very Dk NA
impartant impartant
1 Transaction size 1 2 3 4 5 &
2 Cantract duration and 1 2 3 4 5 [
delivery time
3 The exchange rate volatility 1 2 3 4 5 [
of the eurg
4 Interest rates 1 2 3 4 5 5]
5 Madroeconomic shadks 1 2 3 4 5 [
<) Other (FLEASE SPECIFY) 1 2 3 4 5 [
ILEQU  NEW

Q14 To what extent has the recent European sovereign debt crisis
affected the use of the euro in your invoicing practices? Please
indicate from 1 (not at all affected) to 5 [ very much affected)
(READ OQUT - ONE ANSWER OMLY)

1 Not at all affected 5 Very much affected | DK/NA
1 | =2 [ 3 | 4 | s 6
10U NEW

Q15 What would have to change in order for you to start using the
euro more in international trade?

DIK/NA
2o NEW

Questionnaire « Pessible obstacles for using the euro in international trade» - DG ECFIN
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QUESTIONNAIRE FOR THE FINANCIAL SERVICES (AS DEFINED) - ONLY
INIT, FR AND DE

Q1

Thinking about services you provide to entities based abroad,

what percentage are intra-group?
(READ OUT - ONE ANSWER OMLY)

Nane

Below 26%

26%-50%

51%-75%

T6%-100%

Your company does not belong to a group
DK /NA

NEW

ASK Q2 IFCODES 2TO 6 IN DB
OTHERS GO TDO Q5

Q2

Which are your three largest exporting countries outside the

euros area, as measured by valua?
(DO NOT READ OUT - MAX. 3 ANSWERS)

OPEN-ENDED QUESTION WITH A PRE-CODED LIST AS BELOW

United Kingdam

Paland

Denmark

Caech Republic

Sweden

Hungary

Any other EU countries
United States

Switzerland

China

Russia

Turkey

Japan

Any ather non-EU countries
Your company does not export outside the euro area
DK/NA

NEW

=LA L ke

- .

-

- e

W00 A e L R e

-

Questionnaire « Pessible obstacles for using the euro in international trade» - DG ECFIN
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ASK Q3 AND Q4 IF CODES 2 TO 6 IN D5

Q3

Q4

Q5

What approximate share of the services you provide to entities

based abroad is invoiced in euro?
(READ OUT - ONE ANSWER ONLY)

Nana

Balow 26%
26%-50%
51%-75%
76%-100%
D NA

NEW

In which currencies other than the euro do you invoice the
services you provide to firms/ entities based abroad?
(READ OQUT - MAX. 3 ANSWERS)

u.s. Dallar

British Pound
Japanese Yen
Swiss Franc
Chinese Renminbi
Canadian Dallar
Danish Krona
Swedish Krona
Korean Wan
Indian Rupes
Brazilian Real
Russian Rouble
Turkish Lira
Other

Your company does not invoice its services in other currendes
DK/NA

NEW

LA e L kg

W0 E A s L R e

-
(=]

Would you say that invoicing your provided or received services
in euro with partners outside the euro area is beneficial for your
company? Please indicate from 1 (not at all beneficial) to 5 (very

beneficial):

(READ OUT - ONE ANSWER OMNLY)

1 Mat at all beneficial 5 Very beneficial | DK/NA
1 | 2 | 3 [ 4 [ 5 [

NEW

Questionnaire « Pessible obstacles for using the euro in international trade» - DG ECFIN
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QUESTIONS ON OBSTACLES TO USING THE EURD AS AN INVOICING
CURRENCY
FOR THE FINANCIAL SERVICES (AS DEFINED) ONLY IN IT, FR AND DE

ASK Q6 IFCODES 1 TO 14 IN Q4

OTHERS We would like to understand why you use currencies other
GO TO than the euro for invoicing the services you provide to entities
Q706 based abroad. Do any of these factors play a role in your
choice?
(READ OUT = MULTIPLE ANSWERS POSSIBLE)

The recipient country is large and this is the currency used 1,
thera

Competitors use ather currencies and your company has to 2,
keap up with them

Sectar characteristics - e.g. this is the dominant currency used 3,

for the specific product worldwide

Exdhange risk management 4,
COther (FLEASE SPECIFY) 5,
DE/NA &
NEW

ASK ALL - FOR THE FINANCIAL SERVICES (AS DEFINED) ONLY IN IT, FR
AND DE

Q7 In your sector who has the strongest bargaining power in setting
the invaicing currency :
(READ OUT = ONE ANSWER OMLY)

The invaicing entity

The custarmer being invaiced
The larger company
Depends case by case
DK/NA

NEW

LA e L R

ASK 08, Q9, Q10 and Q11 IF CODES 1 TO 14 IN Q4
OTHERS GO TO Q12

Q8 Do you invoice in a foreign currency for any of the following

reasons?
(READ OUT = MULTIPLE ANSWERS POSSIBLE)

Regulataory or legal reasons (in your ar your partner's home 1
country )

Accounting reasons

Ay ailability of trade credit

International payment infrastructure restrictions (at home or
abroad) whidh force you to use a currency other than the Euro
Your campany does not invoice in a foreign currency

DK/NA

NEW

da b

= T ]

Questionnaire « Pessible obstacles for using the euro in international trade» - DG ECFIN
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Q9 Are thare any other trade practices which do not allow you to set

the euro as an invoicing currency?

(READ QOUT - ONE ANSWER OMLY)

Yes (PLEASE SPECIFY)
Na

DK/NA

NEW

Q10 Do you take measures to address exchange rate risks in your
international trade activities?
(READ OUT = ONE ANSWER OMLY)

Yes
Na
DK /NA

NEW

ASK Q11 IF CODE 2 "MO™ AT Q10.

Qi1 Why do you not address exchange rmate

international trade activities?
(READ OUT = ONE ANSWER ONLY)

Because hedging instrumernts are not available
Because hedging instruments are too costly

Any other reasons (PLEASE SPECIFY)

DK /NA

NEW

risks

ASK ALL - FOR THE FINANCIAL SERVICES OMNLY IN IT, FR AND DE

Q12 How important are the following factors when choosing the euro
as your invoicing currency? Please indicate from 1 (not at all
important) to 5 (very important ):

(READ OUT - ONE ANSWER

ONLY)

Lt b=

L

in your

Py

Not at all
impartant

DK/ NA

Transaction size

1

Contract duration and
delivery time

1

The exchange rate volatility
of the eurg

1

Interest rates

Madgroecanomic shodks

=t

=g (T2] 3

Other (FLEASE SPECIFY)

ot f 1t |1

b L s

ial gzl h]

=gl (=1 (=2}

NEW

Questionnaire « Pessible obstacles for using the euro in international trade» - DG ECFIN
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Q13 To what extent has the recent European sovereign debt crisis
affected the use of the euro in your invoicing practices? Pleasa
indicate from 1 (not at all affected) to 5 [ very much affected)
(READ OUT - ONE ANSWER OMNLY)

1 Not at all affected 5 Very much affected | DK/NA
1 | =2z [ 3 | 4 | s &
NEW

Q14 What would have to change in order for you to start using the
euro more in international trade?

DK/NA

NEW

Questionmaire « Possible obstades for using the eum in international trade» - DG ECFIN
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QUESTIONMAIRE FOR THE FINANCIAL SERVICES (AS DEFINED) OMNLY IN
THE UK

Q1 Thinking about services you provide to entities based abroad,
what percentage are intra-group?
(READ OUT - ONE ANSWER OMLY)

Nane

Below 26%

26%-50%

51%-75%

T6%-100%

Your company doas not belong to a group
DK /NA

NEW

=

i ek

Q2 Which are your three largest exporting countries inside the
euro area, as measured by valua?
(READ QUT = MAX. 3 ANSWERS)

OPEN-ENDED QUESTION WITH A PRE-CODED LIST AS BELOW

Ireland

Garmany

The Netherlands

France

Any other euro area countries

Your company does not export inside the euro area
DK/NA

NEW

SR Rl o

Q3 What approximate share of the services you provide to entities
based abroad is invoiced in euro?
(READ OUT = ONE ANSWER OMNLY)

MNane

Below 26%
26%-50%
51%-75%
TE%-100%
DK/NA

NEW

oA e Lk e

Questionmaire « Possible obstades for using the eum in international tradexs - DG ECFIN - 10 -
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What is the approximate share of the services you provide to
entities based abroad that is invoiced in currencies other than
the euro or the British pound, for example in U.S. dollars?
(READ QUT = ONE ANSWER OMNLY)

Nana

Balow 26%
26%-50%
51%-75%
T6%-100%
Dk NA

NEW

L= T O P K

ASK IF CODES 2 TDO 6 IN Q3. OTHERS GO TD Q7

Q5

Would you say that invoicing your provided or received services in
euro with partners based abroad is beneficial for your firm? Please
indicate from 1 ( not at all beneficial) to 5 (very beneficial).

(READ OUT - ONE ANSWER OMLY)

1 Not at all baneficial 5 Very beneficial Not DK
applicable
i | 2 | 3 ] a4 ] s [ 7
NEW

QUESTIONS ON OBSTACLES TO USING THE EURO AS AN INVOICING
CURRENCY - FOR THE FINANCIAL SERVICES (AS DEFINED) OMNLY IN THE

UK

Q6

We would like to understand why you use the euro for invoicing
the services you provide to antities based abroad. Do any of
these factors play a role in your choice?

(READ OUT = MULTIFLE ANSWERS POSSIBLE)

The recipient country is large and this is the currency used there
Campetitors use other currencies and your company has to keep
up with them

Sector characteristics - e.g. this is the dominant currency used
for the specific product warldwide

Exchange risk management

Other (PLEASE SPECIFY)

DK/NA

NEW

|-.|'|_|-h- L R ek

-

=]

Questionmaire « Possible obstades for using the eum in international tradexs - DG ECFIN
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Q7 In your sector who has the strongest bargaining power in setting

Q10

the invaicing currency :
(READ OUT - ONE ANSWER OMLY)

The invaicing entity

The custormer being invoiced

The larger campany

Depends case by case (SPONTANEOUS)
DK /NA

W L b

NEW

Do any of the following reasons play a role in your decision not to
invoice in euro?
(READ OUT = MULTIFLE ANSWERS POSSIBLE)

=

-

Regulatory or legal reasons (in your ar your partner's home
country )

Accounting reasons

Ay ailability of trade credit

International payment infrastructure restrictions (at home or
abroad) which force you to use a currency other than the euro
Your company does not invoice in a foreign currency

D AN

-

-

4 L b2

-

=4

NEW

Are thare any other trade practices which do not allow you to set

the euro as an invoicing currency?
(READ OUT - ONE ANSWER OMLY)

Yes (PLEASE SPECIFY) 1
Na 2
DK/NA 3
NEW

Do you take measures to address exchange rate risks in your
international trade activities with entities based abroad?
(READ OUT - ONE ANSWER OMLY)

Yes
Na
DK/NA

NEW

L =

Questionnaire « Possible obstades for using the eum in international trades - DG ECFIN - 11
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INTRODUCTION

This summary looks at the possible cbstacles to using the euro in international trade in
specific industries as perceived by companies in France, Germany, Italy and the UK - the
four largest economies within the European Union.

Following a mandate from the European Commission, the survey looked for possible
obstacles to using the euro in international trade in four specific industries: (i) aircraft
and shipbuilding, (ii) energy, (iii) financial services (excluding insurance), and (iv)
electrical and mechanical engineering. The survey covered companies involved in
international trade with partners outside the Eurozone in Italy, France and Germany. In
addition, the survey covered companies in the UK in the sector of financial services as
detailed above, which are engaged in trade with partners in the Eurozone or with
partners outside EU. These four countries are treated in two groups throcughout the
survey. Eurozone members France, Germany, and Italy are considered together. The
study looks at the responses of four business sectors in these countries:
aircraft/shipbuilding, energy, electrical/mechanical, and financial services. As a country
which does not use the euro, the UK is looked at separately, with only financial services
companies included given the importance of offshore euro-denominated financial
services. The study comprised three questionnaires in total: questionnaire A asked in
France, Germany and Italy among aircraft/shipbuilding, energy, electrical/mechanical
sectors; questionnaire B asked in France, Germany and Italy in financial services; and
questionnaire C asked in the UK in financial services.

The number of contacted companies and breakdown of interviews conducted during the
course of this survey is as follows!:

Total 4399 2582 2791 7675 17447

1-9 employees 2510 | 1359 | 1256 | 5485 | 10610
10-49 employees 1227 | 831 1269 | 1279 | 4606
50-249 employees 524 291 254 664 1733
250+ employees 138 101 12 247 498

Aircraft/shipbuilding 93 376 417 0 886

Energy 758 81 221 0 1060
Electrical/mechanical engineering 2050 957 1432 0 4439
Financial services 1498 1168 721 7675 11062

1 The reader should note from the numbers shown above that the sample sizes are small for a number of
categories, and the results relating to these categories should therefore be treated with caution.
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B DtLd
Total 100 100 100 100 400
1-9 employees 25 33 20 61 139
10-49 employees 35 a1 67 20 163
50-249 employees 27 22 9 13 71
250+ employees 13 4 4 32 24
Aircraft/shipbuilding 0 1 0] 1
Energy 6 1 0] 0] 7
Electrical/mechanical engineering 89 26 97 0] 282
Financial services 5 3 2 100 110

Given that the response rate in some categories was too low, the survey does not allow
for a detailed comparison of responses between different industries. Despite the big size
of some industries (e.g. aircraft, shipbuilding and energy), companies tend to be
relatively large, and hence the number of companies is small. An important criterion was
the requirement for the company to be engaged in trade outside the Euro area, making it
challenging to achieve a large sample size.

This survey was carried out by TNS Political & Social network in four Member States of
the Eurcpean Union, namely France, Germany, Italy and the United Kingdom, between
July 20% and August 7", 2015. More than 17000 companies (i.e. DE: 4,399, FR: 2,582,
IT: 2,791, UK: 7,675) were contacted on behalf of the European Commission,
Directorate-General for Economic and Financial Affairs. The response rate was 2.3%?3 or a
total of 400 responses. Note that the aircraft, shipbuilding and energy sectors showed
particularly low number of responses. The methodology used is that of Eurobarometer
surveys as carried out by the Directorate-General for Communication (“Strategy,
Corporate Communication Actions and Eurobarometer” Unit)*. The data presented is not
weighted. A technical note on the manner in which interviews were conducted by the
Institutes within the TNS Political & Social network is appended as an annex to this
summary. Also included are the interview methods and confidence intervals®.

2 Three respondents in the UK did not disclose the size of their company.

3 In this instance: the response rate is calculated as the total number of achieved interviews divided by the
total number of contacted companies.

+ http://ec.europa.eu/public opinion/index en.htm

5 The results tables are included in the annex. It should be noted that the total of the percentages in the tables

of this summary may exceed 100% when the company has the possibility of giving several answers to the
question.
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Note: In this summary, countries are referred to by their official abbreviaticn. The
abbreviations used in this summary correspond to:

ABBREVIATIONS
DE Germany
FR France
1T Italy
UK The United Kingdom
* *® * ® *®

We wish to thank the companies in France, Germany, Italy and the United Kingdom
which have given their time to take part in this survey. Without their active participation,
this study would not have been possible.
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EXECUTIVE SUMMARY

Export shares and destinations

The U.S. is the top export destination for companies in France, Germany and
Italy, followed by China, Russia and Switzerland.

The UK's top euro markets are Germany, France, the Netherlands and Ireland.
Nearly a quarter of companies in France, Germany and Italy say that none of their
exports were intra-group, while around a quarter (24%) say that some of their
exports were intra-group.

In the UK, nearly four out of 10 companies say that none of their exports were
intra-group, while nearly a quarter say that some exports were intra-group.

In France, Germany and Italy 40% of financial services companies say that
between 1% and 100% of their exports were intra-group, compared with 24% in
the UK.

Trade invoicing

Roughly eight out of ten companies in France, Germany and Italy say that 76-
100% of their export invoices are in euros.

Over a quarter of UK companies invoice at least some of their customers in euros.
In France, Germany and Italy smaller companies are more likely to invoice 76-
100% of their exports in euros, whereas in the UK large companies are practically
the only ones which invoice their exports in euros.

Around two-thirds of companies in France, Germany and Italy do not invoice in
currencies other than the euro, though nearly three in 10 invoice in U.S. dollars.
A majority of large companies, but only a minority of small companies, invoiced
some of their exports in U.S. dollars.

Around seven out of 10 UK companies only invoice in pounds or euros, though
nearly three out of ten have invoiced in some other currency.

Four out of five companies use the same main currency to settle exports and
imports from non-euro countries.

Half of the companies in France, Germany and Italy think that invoicing in euros
for both imports and exports is beneficial for their company.

In the UK, nearly three out of ten companies say that invoicing in euros for
services provided to partners abroad is beneficial for their company.

Companies with under 250 employees (75-95%) are the most likely to settle
exports and imports in the same currency, whereas companies with at least 250
employees (72-75%) are the least likely to do so.

Four-fifths of electrical and mechanical companies settle exports and imports in
the same currency, versus 50% of energy companies.
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Determinants of trade invoicing

* The large size of the recipient country is the main factor when it comes to
invoicing exports in a currency other than the euro.

« In the UK, nearly six out of ten companies say that they use the euro for invoicing
because the recipient country is large and uses the euro.

* Financial services companies are more likely than electrical/mechanical companies
to use currencies other than the euro because of exchange management risk and
due to sector characteristics.

e« Contract duration and delivery time is the main reason for invoicing in euros for
companies in France, Germany and Italy.

« In contrast, companies in the UK are most likely to say that the exchange rate
and the volatility of the euro is the most important factor when choosing the euro.

s Companies from financial services companies are the most likely to think that
exchange rate volatility and macroeconomic shocks are important factors.

« The exporter - or the invoicing entity — is seen as having the most bargaining
power when it comes to settling the invoice currency.

» Financial services companies are the most likely to say that the importer has the
strongest bargaining power.

Obstacles to using the euro in trade invoicing international trade in other
currencies

« Accounting and regulatory or legal reasons are the explanations most commonly
given in France, Germany and Italy for invoicing in a foreign currency.

e In the UK, over three out of ten companies say that their company does not
invoice in euros because their company does not invoice any in foreign currencies.

« Larger companies are the most likely not to invoice in a foreign currency.

« Financial services companies are more likely than electrical/mechanical companies
to mention a range of reasons for invoicing in a foreign currency, including the
availability of trade credit.

« Very few companies say there are any other trade practices which do not allow
them to set the euro as their invoicing currency.

Addressing exchange rate risks in international trade activities

« Half of the surveyed companies take measures to address exchange rate risks in
their international trade activities.

« Four out of ten companies in France, Germany and Italy say that hedging
instruments that reduce exchange rate risks are too expensive.

s lLarger companies are more likely to take measures to reduce exchange rate risk.
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The effect of the recent European sovereign debt crisis on the use of the euro in
invoicing practices

« Around three gquarters of companies in France, Germany and Italy say that the
debt crisis has not affected their use of the euro in invoicing.

e In the UK nearly nine out of ten say the crisis has had no effect on their use of the
euro.

* Four fifths of the financial services companies say that the debt crisis did not have
an effect on their use of the euro in trade invoicing, compared with 86% of energy
companies, and 89% of electrical/mechanical ccmpanies.

What would you have to change in order to start using the euro more in
international trade

+« Most companies say there is nothing that could change that would make them use
the euro more, as they are already committed to using either the euro or another
currency according to their clients’” wishes.

o But some say it would be helpful for the euro to become more stable, for the
banking system to become cheaper and more efficient, and for the euro to gain
wider acceptance internationally.
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1. EXPORT SHARES AND DESTINATIONS

The first section of the report locks at exports: companies are asked whether their
company last year exported intra-grcup - in other words whether it exported to
companies within their own business network - and also which countries their companies
exported products to.

- Around a quarter of companies exported intra-group last year -

The companies were first asked what percentage of their exports were intra-group in the
latest fiscal year®. Taking the responses from France, Germany and Italy together, nearly
a quarter (23%) of companies say that none of their exports were intra-group, while
around a quarter (24%) say that some of their export were intra-group: specifically,
16% say that below 26% of their exports were intra-group, while 8% say that at least
26% of their exports were intra-group. Nearly half of the companies (48%) say that their
company does not belong to a group.

Q1. Could you please estimate what percentage of your exports are intra-group in the
last fiscal year or latest available year, before tax?

Below 26% - 16%

26%-50% . 4%
51%-75% l 3%
76%-100% | 19%

Your company does not belong to a group _ 48%

Don't know . 5%
TOTAL

Base: All companies in Germany, France and Italy (n = 300)

6 Q1b. Thinking about services you provide to entities based abroad, what percentage are intra-group?
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Looking at the results from these three countries individually, Germany (41%) has the
highest proportion of companies who say that none of their exports were intra-group,
followed by France (21%), and Italy (6%), while France (22%) has the highest
proportion saying that below 26% of their exports were intra-group, followed by
Germany (16%) and Italy (8%). While 13% of companies in France say that at least
26% of their exports were intra-group, only 10% in Germany and 4% in Italy give this
answer. Italy (79%) has by far the highest proportion of companies who say that their
company does not belong to a group; only 35% of companies in France, and 30% in
Germany, say this.

Q1 Could you please estimate what percentage of your exports are intra-group in the last
fiscal year or latest available year, before tax?

Your

company
Below T6%- Dont
MNone 6% 26%-50% | 51%-75% 100% does not know

belong to

a group
TOTAL | 23% 16% 4% 3% 1% 48% 5%
& e 41% 16% 6% 0% 19% 30% 3%
() Frr 21% 22% 6% 5% 2% 35% 9%
() 6% 8% 1% 2% 1% 79% 3%

Base: All companies in Germany, France and Italy (n = 300)

Turning now to the results from the UK, nearly four out of 10 companies {(39%) say that
none of their exports were intra-group, while nearly a quarter (24%) say that some of
their exports were intra-group: specifically, around one in six (16%) say that below 26%
of their exports were intra-group, and less than a tenth (8%) say that at least 26% of
their exports were intra-group. Around a third of the companies (34%) say that their
company does nhot belong tc a group.
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Q1c. Thinking about services you provide to entities based abroad, what percentage

are intra-group?
Below 26% - 16%
26%-50% - 6%

51%-75% \ 0%
76%-100% l 2%

Your company does not belong to a group _ 3%

Don't know l 3%

Base: All companies in the UK (n = 100)

Looking at companies from France, Germany and Italy by size, those with over 250
employees (43-65%) are more likely to say that between 1% and 100% of their exports
were intra-group. This compares with smaller companies with under 250 employees (17-
36%). The pattern is similar for UK companies: all companies with 250-499 employees
say that between 1% and 100% of their exports were intra-grocup, compared with 12-
62% of those with under 250 employees. In France, Germany and Italy companies from
companies with under 250 employees (31-57%) are the most likely to say that their
company does not belong to a group, while those from companies with at least 250
employees (14%) are the least likely to say this. Similarly in the UK, 15-44% of
companies from smaller companies say that their company does not belong to a group,
compared with none of the companies with over 250 employees.

In France, Germany and Italy 40% of financial services companies, and 24% from
electrical and mechanical companies, say that between 1% and 100% of their exports
were intra-group. None of the companies from aircraft/shipbuilding and energy
companies say that any of their exports were intra-group. This compares with the UK,
where 24% of companies from financial services companies say that between 1% and
100% of their exports were intra-group. In France, Germany and Italy, 100% of
companies from aircraft/shipbuilding companies say that their company does not belong
to a group, compared with 49% from electrical/mechanical companies, 30% from
financial services, and 14% frecm energy. In the UK 34% of companies from financial
services companies say that their company does not belong to a group.
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In France, Germany and Italy, companies with a turnover of 100,000 to 500,000 euros
(39%) are the most likely to have exported some of their products intra-group, while
those with a turnover of 500,000 to 2 million euros (19%) are the least likely to have
done so. However, in the UK companies with a turnover of more than 2 million euros
(60%) are the most likely to have exported intra-group.

Q1 Could you please estimate what percentage of your exports are intra-group in the last fiscal year or latest available year, before tax?

Your company Total *Share of

Hone Below 26% 26%-50% 51%.75% 76%-100% does not belong Don't know exports 1 100%
to a group
TOTAL 23% 16% 4% 3% 1% 48% 5% 24%
Company size
1-9 employees 24% 13% 5% 1% 0% 54% 3% 19%
10-49 employees 22% 12% 2% 3% 0% 7% 4% 17%
50-249 employees 28% 24% 4% 3% 5% 31% 5% 36%
250-499 employees 14% 20% 22% 7% 7% 14% 7% 65%
500+ employees 0% 0% 14% 29% 0% 14% 43% 43%
Sectors grouped (NACE)
Aircraft and shipbuilding 0% 0% 0% 0% 0% 100% 0% 0%
Energy 2% 0% 0% 0% 0% 14% 14% 0%
Electrical and mechanical engineering 22% 15% 5% 3% 1% 49% 5% 24%
Financial services 20% 40% 0% 0% 0% 30% 10% 40%

Company’s turnover in the last fiscal year

Up to 100 000 euros 0% 25% 0% 0% 0% 75% 0% 25%
More than 100 000 to 500 000 euros 23% 3% 8% 0% 0% 38% 0% 39%
More than 500 000 to 2 mil. euros 22% 1% 5% 3% 0% 58% 1% 19%
More than 2 mil. euros 24% 18% 4% 4% 3% 40% 7% 29%

Base: All companies in Germany, France and Italy (n = 300)

Q1c Thinking about services you provide to entities based abroad, what percentage are intra-group?

Your company Total *Share of
None Below 26% 26%-50% 51%-75% T6%-100% does not belong Don't know services 1 -
to a group 100%"
UK 39% 16% 6% 0% 2% 34% 3% 24%
Company size
1-9 employees 41% T% 3% 0% 2% 44% 3% 12%
10-49 employees 35% 20% 10% 0% 5% 25% 5% 35%
50-249 employees 23% 54% 2% 0% 0% 15% 0% 62%
250-499 employees 0% 0% 100% 0% 0% 0% 0% 100%
500+ employees 50% 50% 0% 0% 0% 0% 0% 50%
Sectors grouped (NACE)
Aircraft and shipbuilding 0% 0% 0% 0% 0% 0% 0% 0%
Energy 0% 0% 0% 0% 0% 0% 0% 0%
Electrical and mechanical engineering 0% 0% 0% 0% 0% 0% 0% 0%
Financial semvices 39% 16% 6% 0% 2% 4% 3% 24%
Company's turnover in the last fiscal year
Up to 100 000 euros 44% 0% 0% 0% 0% 56% 0% 0%
More than 100 000 to 500 000 euros 43% 4% 0% 0% 5% 43% 5% 9%
More than 500 000 to 2 mil. euros 56% 0% 1% 0% 0% 33% 0% 11%
More than 2 mil. euros 32% 52% 8% 0% 0% 4% 4% 60%

Base: All companies in the UK {n = 100)
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- The U.S. is the top export destinati

on outside the Eurozone for companies in

France, Germany and Italy, followed by China -

Companies in France, Germany and Italy were asked to identify their three largest export

destinations outside the euro area’. A
States in their list, with China (23%]), Ru
other top destination. Nearly six out of te
non-EU countries not listed below.

Q2 Which are your three |argest exporting countries outside the

United States

China

Russia

Switzerland

Turkey

United Kingdom

Poland

Japan

Czech Republic

Sweden

Hungary

Denmark

Any other EU countries
Any other non-EU countries
Your company does not export outside the euro area
Don't know

MAX. 3 ANSWERS

Base: Companies in Germany, France and

Looking now at these three countries individually, companies in Germany (46%) are the

most likely to count the U.S. as a top ex

Italy (24%). Companies in Germany are also the most likely to say that their company

third of companies (33%) include the United
ssia (13%), and Switzerland (12%) among the
n companies {59%) said they exported to other

euro area, as measured by value?

I a3t
I >
I %
I 2
. 5
M %
| K
M
I 1%
I %
0%
0%
[
K&
N 2%
B
TOTAL

Italy that export outside the euro area (n = 269)

port destination, followed by France (28%) and

exports to China (34% vs. 19% for France and 18% for Italy), and to Switzerland (20%

vs. 9% for Italy and 7% for France). Companies in France (69%) are the most likely to
count other non-EU countries as one of their largest export markets, followed by Italy

(63%) and Germany (46%).

Q2 Which are your three largest exporti

ing countries outside the euro area, as measured by value?
(MAX. 3 ANSWERS)

Your

company

Any other
WL China Russia Switzerland Turkey L Poland Japan Czecn_ Sweden Hungary Denmark LEE A=Y non-EU LB
States Kingdom Republic countries N export
countries
outside the
euro area
TOTAL 33% 23% 13% 12% 5% 3% 3% 3% 1% 1% 0% 0% 8% 59% 2%
@& o | 46% ] 34% 16% 20% 4% 6% 3% 6% 1% 2% 0% 1% 10% 46% 3%
' ‘ FR 28% 19% 6% 7% 2% 4% 2% 1% 1% 1% 0% 0% 2% 69% 1%
Ol | 24% | 18% 16% 9% 8% 0% 3% 2% 0% 0% 0% 0% 12% 63% 2%
Highest percentage per counts Lowest percentage per count
Hléhest Earcantaga Ear item | Lowest percentage per item
Base: Companies in Germany, France and Italy that export outside the euro area (n = 269)

7 Q2b. Which are your three largest exporting countries outside the euro area, as measured by value?

Dont know
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Companies in the UK were asked to identify their company’s three largest export markets
inside the euro area. Germany (22%), France (21%), the Netherlands (16%) and Ireland
(13%) were listed as the top destinations, while 36% of companies say their company
exports to other Eurozone countries. A quarter of UK companies {25%) say that their
company does not export to any Eurozone countries.

Q2c. Which are your three largest exporting countries inside the euro area, as
measured by value?

Germany 22%

France 21%

The Netherlands

N
=S

1

Ireland 13%

Any other euro area countries 36%

Your company does not export inside the
eure area

Don't know - 7%

MAX 3 ANSWERS £ WK

25%

Base: All companies in the UK (n = 100)

Turning back to companies from France, Germany and Italy, the data show that larger
companies are the most likely to export to other non-EU countries: 64-71% of companies
with over 250 employees do this, compared with 52-65% of companies with under 250
employees. Companies with over 250 employees are somewhat the most likely to export
to the U.S. (43-57% vs. 25-43%), China (29-50% vs. 18-32%), and to Japan (0-21%
vs. 0-4%). In the UK, all companies with at least 250 employees expert to Germany,
though only 16-38% of smaller companies do so. 50-100% of large companies export to
France, compared with 16-31% of smaller companies. Companies with 1-9 employees
(34%) are the most likely to say they do not export to the euro area, followed by 15% of
those with 10-49 employees. All UK companies with at least 50 employees export to the
euro area.
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Looking at sector, 67% of energy companies in France, Germany and Italy expcrted to
the U.S., compared with 50% of financial services companies, and 32% of electrical and
mechanical companies. A third (33%) of energy companies exported to China, followed
by 25% of financial services companies, 23% of electrical and mechanical companies.
However, 61% of electrical and mechanical companies exported to other non-EU
countries, compared with only 33% of energy companies, and 13% of financial services

companies.

Companies in France, Germany and Italy with a turnover of more than 2 million euros
are the most likely to have exported to the U.S. (37% vs. 25% of companies with a
turnover of 100,000 to 2 million euros) and to China (30% vs. 18% of companies with a
turnover of 500,000 to 2 million euros). Companies with a turnover of 500,000 to 2
million euros (69%) are the most likely to have exported to other non-EU countries,
while those with a turnover of 100,000 to 500,000 euros (13%) are the least likely to
have done so. In the UK, companies with a turnover of more than 2 million euros are the
most likely to have exported to Germany (36%), France (32%), the Netherlands (24%)
and Ireland (20%). Companies from these companies are also by far the least likely to
say that their company does not export to the euro area (8% vs. 33-44% of other

Q2 Which are your three largest exporting countries outside the euro area, as measured by value? (MAX. 3 ANSWERS)

companies).
United
States
TOTAL 33%
Company size
1-9 employees 25%
10-49 employees 29%
50-249 employees 43%
250-499 employees 57%
500+ employees 43%
Sectors grouped (NACE)
Aircraft and shipbuilding 0%
Energy 67%
Electrical and mechanical engineefing 32%
Financial services 50%

Company's turnover in the last fiscal year

Upto 100 000 euros 0%
More than 100 000 ta 500 000 euros 25%
More than 500 000 to 2 mil. euros 25%
Wore than 2 mil. euros 37%

China

23%

18%
19%
32%
50%
29%

0%
33%
23%
25%

0%
25%
18%
30%

Russia

13%

10%
14%
14%
14%
0%

0%
0%
13%
0%

0%
0%
7%
15%

Switzerland

12%

8%
16%
11%
%
0%

0%
0%
12%
13%

0%
25%
5%

Turkey

United
Kingdom

3%

5%
1%
5%
0%
14%

0%
0%
2%
25%

0%
13%
2%
3%

Poland

3%

2%
5%
2%
0%
0%

0%
B3%
3%
0%

0%
13%
2%
2%

Japan

3%

0%
2%
4%
21%
0%

0%
0%
3%
13%

0%
0%
2%
3%

Any other
non-EV
countries

59%

52%
65%
52%
G4%
T1%

33%
61%
13%

50%
13%
69%
66%

Any other
u

countries
8%

8%
8%
9%
0%
14%

0%
0%
8%
13%

25%
13%
5%
6%

Your
company
does not

export
outside the
euro area

2%

3%
2%
4%
0%
0%

0%
0%
2%
13%

0%
0%
4%
2%

Base: Companies in Germany, France and Italy that export outside the euro area (n = 269)

Don't know

2%

2%
1%
5%
0%
0%

0%
0%
2%
0%

0%
0%
2%
3%
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Q2c Which are your three largest exporting countries inside the euro area, as measured by value? (MAX. 3 ANSWERS)

Your company
Germany France The Netheriands Ireland ANY OIMEr 2uro. | does NOLEXDOM |y oy
area countries inside the euro
area

‘UK 22% 21% 16% 13% 36% 25% 7%

Company size
1-9 employees 16% 16% 15% 13% 33% 34% 2%
10-49 employees 20% 20% 5% 15% 60% 15% 10%
50-249 employees 38% 3% 38% 15% 15% 0% 31%
250-499 employees 100% 100% 0% 0% 100% 0% 0%
500+ employees 100% 50% 0% 0% 0% 0% 0%

Sectors grouped (NACE)
Aircraft and shipbuilding 0% 0% 0% 0% 0% 0% 0%
Energy 0% 0% 0% 0% 0% 0% 0%
Electrical and mechanical engineering 0% 0% 0% 0% 0% 0% 0%
Financial services 22% 21% 16% 13% 36% 25% %

C s in the last fiscal year
Up to 100 000 euros 1% 33% 0% 1% 44% 33% 0%
Mare than 100 000 to 500 000 euros 14% 14% 10% 10% 33% 38% 0%
More than 500 000 to 2 mil. euros 33% 22% 22% 0% 22% 44% 11%
Mare than 2 mil. euros 36% 32% 24% 20% 40% 8% 12%

Base: All companies in the UK {n = 100)
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2. TRADE INVOICING

The second chapter of the report focuses on the currencies which companies use for
invoicing when doing business abroad. The extent to which they use eurcs and also other
global currencies is looked at here, and companies are also asked whether it is beneficial
for their company to be able to invoice in the same currency for both imports and
exports.

2.1. Export shares invoiced in euro and other currencies

- Around eight in ten companies in France, Germany and Italy invoiced over
three quarters of their exports in euros -

Nearly eight out of ten companies (78%) from companies in France, Germany and Italy
say that 76-100% of their export invoices are in euros®. 6% say that 51-75% of their
exports are invoiced in euros, 4% say that 26-50% are in euros, and 8% say that below
26% are in euros. Just 2% of companies say that none of their exports are invoiced in

euroes.

Q3. What approximate share of your exports is invoiced in euro?

None I 2%
Below 26% [ &%
26%50% [ 4
51%75% [ o%

Don't know I 2%

TOTAL

Base: Companies in Germany, France and Italy that export outside the euro area (n = 269)

8 Q3b. What approximate share of the services you provide to entities based abroad is invoiced in euro?
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Companies in Italy (81%) are the most likely to say that 76-100% of their export
invoices are in euros, followed by 79% in Germany and 73% in France. Companies in
France are the most likely to say that below 26% of their exports (14%) or none of their
exports (4%) are invoiced in euros.

Q3 VWhat approximate share of your exports is invoiced in euro?

Below TE%- Dont

None ogop | 20%-50% |51%-75% | oo koW

TOTAL| 2% 89 4% B% 78% 204
& e 3% 2% 7% 7% 79% 1%
() 4% 14% 2% B% 73% 1%
()| 0% 8% 4% 5% 81% 2%

Base: Companies in Germany, France and Italy that export outside the euro area {(n = 269)

In the UK, in contrast, over seven out of 10 companies (71%) say that their company
invoices none of the services it provides to entities based abroad in euros. But over a
quarter (27%) invoice at least some of their customers in euros. Nearly a fifth (18%) of
UK companies invoice below 26% of these transactions in euros, while less than a tenth
(9%) invoice 26% or more of them in euros.
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Q3c. What approximate share of the services you provide to entities based abroad is

invoiced in euro?

Below 26% - 18%

26%-50% | 3%
51%-75% l 1%
76%-100% | 2%

Don't know I 2%

Base: All companies in the UK (n = 100)

In France, Germany and Italy smaller companies are maore likely to invoice 76-100% of
their exports in euros: 78-82% of companies from companies with 245 employees or
fewer say their company did this, compared with 43-50% of companies from companies
with 250 employees or more. But in the UK, large companies are practically the only
ones which invoice their exports in euros: 50% of companies with 500 employees or
more say they invoice 76-100% of their exports in euros, whereas 54-83% of companies
from companies with 249 employees or fewer say that none of their invoices were in
euros.

Among companies in France, Germany and Italy, 100% of companies from energy
companies say that 76-100% of their export invoices were in euros, compared with 78%
of those from electrical and mechanical companies, and 50% from financial services
companies. 13% of companies from financial services companies did not invoice any of
their exports in euros.

Companies in France, Germany and Italy from companies that reported a turnover of
500,000 to 2 million euros last year (84%) are the most likely to say that 76-100% of
their export invoices were in euros, compared with 50% of those from companies with a
turnover of 100,000 to 500,000 euros. In the UK, 78-89% of companies from companies
with a turnover of 2 million euros or less invoiced none of their exports in euros,
compared with just 44% of companies with a turnover of more than 2 million euros.
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Q3 What approximate share of your exports is invoiced in euro?

None Below 26% 26%-50% 51%-75% 76%-100% Don't know e::;‘::sﬁ"":m

‘TOTAL 2% 8% 4% 6% 78% 2% 96%
~ Company size
1-9 employees 3% 11% 3% 2% 79% 2% 95%
10-49 employees 2% % 1% % 82% 1% 7%
50-249 employees 0% 7% 7% 4% 78% 4% 96%
250-499 employees T% 7% T% 29% 50% 0% 93%
500+ employees 0% 14% 43% 0% 43% 0% 100%

(NACE)
Aircraft and shipbuilding 0% 0% 0% 0% 0% 0% 0%
Energy 0% 0% 0% 0% 100% 0% 100%
Electrical and mechanical engineering 2% 8% 5% 5% 78% 2% 96%
Financial services 13% 12% 0% 25% 50% 0% 87%
 Company's turnover in the last fiscal year
Up to 100 000 euros 0% 25% 0% 0% 75% 0% 100%
More than 100 000 to 500 000 euros 0% 38% 12% 0% 50% 0% 100%
Mare than 500 000 to 2 mil. euros 3% 9% 0% 4% 84% 0% a7%
More than 2 mil. euros 2% 7% 5% 7% 78% 1% 97%

Base: Companies in Germany, France and Italy that export outside the euro area (n = 269)

Q3c What approximate share of the services you provide to entities based abroad is invoiced in euro?

None Below 26% 26%-50% 51%-75% 76%-100% Don't know ;:t;'e::'arfoc;‘

‘ UK 71% 18% 3% 4% 2% 2% 27%
| Company size

1-9 employees 83% 10% 3% 2% 0% 2% 15%
10-49 employees 50% 35% 5% 0% 5% 5% 45%
50-249 employees 54% 31% 0% 15% 0% 0% 46%
250-499 employees 0% 0% 0% 100% 0% 0% 100%
500+ employees 0% 50% 0% 0% 50% 0% 100%

{NACE)

Aircraft and shipbuilding 0% 0% 0% 0% 0% 0% 0%
Energy 0% 0% 0% 0% 0% 0% 0%
Electrical and mechanical enginesring 0% 0% 0% 0% 0% 0% 0%
Financial serices 1% 18% 3% 4% 2% 2% 2%
| Company’s turnover in the last fiscal year

Up to 100 000 euros 78% 22% 0% 0% 0% 0% 22%
More than 100 000 to 500 000 euros 81% 14% 0% 0% 0% 5% 14%
More than 500 000 to 2 mil. euros 89% 0% 1% 0% 0% 0% 1%
More than 2 mil. euros 4% 32% % 8% 4% 4% 52%

Base: All companies in the UK {n = 100)
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- Around three out of ten companies in France, Germany and Italy invoiced
some of their exports in U.S. dollars -

Nearly two-thirds of companies (65%) in France, Germany and Italy say that their
company does not invoice exports in other currencies, and of those that do most (29%)
invoice in U.S. dollars®. A handful of companies invoice exports in British pounds (3%)
and Swiss francs {3%).

Q4. In which currencies, other than the euro, do you invoice your exports?

U.S. Dollar | 2%

British Pound [l 3%

Swiss Franc [l 3%
Chinese Renminbi [ 1%
Russian Rouble | 1%
Japanese Yen [ 1%
Canadian Dollar = 0%
Danish Krona = 0%
Swedish Krona | 0%
Korean Won | 0%
Indian Rupee 0%
Brazilian Real 0%
Turkish Lira = 0%

Other [l 3%

Your company does not invoice its exports in other currencies [ 5%
Don't know [l 2%
MAX. 3 ANSWERS TOTAL

Base: Companies in Germany, France and Italy that export outside the euro area (n = 269)

Companies in Italy {71%) are the most likely to say that their company does not invoice
exports in other currencies, followed by Germany (63%) and France (61%). Companies
in France (33%) are the most like to invoice in U.S. dollars, followed by Germany (29%)
and Italy (249%).

Q4 In which currencies, other than the euro, do you invoice your exports?
(MAX. 3 ANSWERS)

Your
company
; ) . ) does not
us. British Swiss | Chinese | Russian  Japanese Canadian Danish | Swedish | Korean Indian | Brazlian | Turkish | o, e Dont
Dollar Pound Franc | Renminbi | Rouble Yen Dollar Krona Kroena Won Rupee Real Lira eXports in know
other
currencies
TOTAL 29% 3% 3% 1% 1% 1% 0% 0% 0% 0% 0% 0% 0% 3% 65% 2%
£ DE 20% 1% 3% 3% 2% 1% 0% 0% 0% 0% 0% 0% 0% 2% 63% 0%
' ' FR 33% 5% 2% 0% 0% 0% 1% 0% 0% 0% 1% 0% 0% 7% 61% 2%
‘ ' IT 24% 2% 3% 0% 0% 1% 0% 0% 0% 0% 0% 0% 1% 1% 1% 3%
Highest percentage per country Lowest percentage per country
| Highest percentage per item | Lowest percentage per item ]

Base: Companies in Germany, France and Italy that export outside the euro area (n = 269)

9 Q4b. In which currencies other than the euro do you invoice the services you provide to entities based
abroad?
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Around seven out of 10 companies (69%) in the UK say that their company invoiced
none of its exports in currencies other than the British pound or the euro. However, 28%
did invoice in some other currency, with 17% having done so less than 26% of the time,
and 11% having done so at least 26% of the time.

Q4c. What is the approximate share of the services you provide to entities based
abroad that is invoiced in currencies other than the euro or the British pound, for

example in U.S. dollars?

Below 26% - 17%

26%-50% l 19%
51%-75% l 4%
76%-100% | 3%

Don't know I 3%

n
4
c
>~

Base: All companies in the UK (n = 100)

While 57-71% of companies with over 250 employees invoiced their experts in U.S.
dollars, only 18-39% of those from companies with under 250 employees did so. In
contrast, 57-72% of companies from companies with fewer than 250 employees invoiced
none of their exports in other currencies, as opposed to 21-43% of companies from
companies with 250 employees or more. Similarly in the UK 50-100% of companies from
larger companies invoiced some of their exports in currencies other than pounds or
euros, versus only 24-38% of companies from smaller companies.

All energy companies in France, Germany and Italy say that their company did not
invoice in any other currency, compared with 66% from electrical and mechanical
companies, and 25% of financial services companies. Electrical and mechanical
companies (29%) were the most likely to have invoiced in U.S. dollars (vs. 25% of
financial services companies). However, financial services companies were by far the
most likely to have invoices in British pounds (25%), Swiss francs (25%), Japanese yen
(13%), or Chinese renminbi (13%).
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Around a third (34%) of companies in France, Germany and Italy with a turnover of
more than 2 million euros invoiced in U.S. dollars, compared with 13-25% of companies
with lower turnovers. Three quarters of companies with a turnover of up to 100,000
euros did not invoice in any other currencies, as opposed to 62% of companies with a
turnover of over 2 million euros. In the UK, 36% of companies with a turnover of more
than 2 million euros invoiced in a currency besides the pound or the euro, compared with
19% of companies with a turnover of 100,000 to 500,000 euros.

Q4 In which currencies, other than the euro, do you invoice your exports? (MAX. 3 ANSWERS)

TOTAL

Company size
1-9 employees
10-49 employees
50-249 employees
250-499 employees
500+ employees

Sectors grouped (NACE)
Alrcraft and shipbuilding
Energy
Electrical and mechanical engineering
Financial senvices

U.S.
Dollar

29%

18%
23%
39%
1%
57%

0%
0%
29%
25%

Company's turnover in the last fiscal year

Up to 100 000 euros

More than 100 000 to 500 000 euros
More than 500 000 to 2 mil. euros
More than 2 mil. euros

25%
13%
25%
34%

British
Pound

3%

3%
0%
7%
0%
14%

0%
0%
2%
25%

0%
13%
0%
3%

Swiss
Franc

3%

5%
2%
0%
14%
0%

0%

0%

2%
25%

0%
12%
2%
2%

Japanese
Yen

1%

0%
0%
0%
7%
14%

0%
0%
0%
13%

0%
0%
0%
1%

Chinese
Renminbi

1%

2%
1%
2%
0%
0%

0%

0%

1%
13%

0%
0%
0%
1%

Russian
Rouble

1%

2%
0%
2%
0%
0%

0%
0%
1%
0%

0%
0%
0%
0%

Your
company
does not
invoice its
exports in

other

currencies

65%

2%
71%
57%
21%
43%

0%
100%
66%
25%

75%
62%
69%
62%

Other

3%

2%
2%
5%
14%
0%

0%
0%
3%
25%

0%
0%
2%
6%

Base: Companies in Germany, France and Italy that export outside the euro area (n = 269)

Don't know

2%

2%
3%
0%
0%
0%

0%
0%
2%
0%

0%
0%
4%
2%
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Q4c What is the approximate share of the services you provide to entities based abroad that is invoiced in currencies other than the euro or the British pound, for example in

U.S. dollars?
None Below 26% 26%-50% 51%.75% 76%-100% Don'tknow | _lotal'Shareof
services 1-100%"
UK 69% 1T% 4% 4% 3% 3% 28%
Company size
1-9 employees 74% 16% 2% 3% 3% 2% 24%
10-49 employees 65% 15% 5% 0% 5% 10% 25%
50-249 employees 62% 15% 15% 8% 0% 0% 38%
250-499 employees 0% 100% 0% 0% 0% 0% 100%
500+ employees 50% 0% 0% 50% 0% 0% 50%
Sectors grouped (NACE)
Aircraft and shipbuilding 0% 0% 0% 0% 0% 0%
Energy 0% 0% 0% 0% 0% 0%
Electrical and mechanical engineering 0% 0% 0% 0% 0% 0%
Financial services 69% 17% 4% 4% 3% 3% 28%
Company's turnover in the last fiscal year
Up to 100 000 euros 67% 22% 0% 0% M% 0% 33%
More than 100 000 to 500 000 euras 76% 14% 0% 5% 0% 5% 19%
Mare than 500 000 to 2 mil. euros 78% 22% 0% 0% 0% 0% 22%
llore than 2 mil. euros. 60% 20% 8% 4% 4% 4% 36%

Base: All companies in the UK (n = 100)
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- Four out of five companies use the same main currency to settle exports and
imports from non-euro countries -

Over eight out of 10 companies {(81%) in France, Germany and Italy say that the main
currency they use to settle their exports is the same as the one they use to settle import
purchases from outside the euro area. 13% of companies say they do not use the same
currency for settling exports and imports.

Q5a. Is the main currency that you use to settle your exports the same as the
main currency that you use to settle your import purchases from outside the euro
area?

@ VYes
®No
Does not apply to your company (SPONTANEOUS)

Don't know

TOTAL

Base: Companies in Germany, France and Italy that export outside the euro area and that invoice some of their
services in currencies other than euros or pounds (n = 194)

Companies with under 250 employees (75-95%) are the most likely to settle exports and
imports in the same currency, whereas companies with at least 250 employees (72-75%)
are the least likely to do so.

While 81% of electrical and mechanical companies settle exports and imports in the
same currency, only 50% of energy companies use the same currency for both.

All companies with a turnover of 500,000 euros or less settle their exports and imports in
the same currency, as opposed to 78-80% of companies with a turnover of more than
500,000 euros.
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@5a Is the main currency that you use to settle your exports the same as the main currency that you use to settle
your import purchases from outside the euro area?

Yes
TOTAL 81%
Company size
1-9 employees 95%
10-49 employees T5%
50-249 employees 84%
250-499 employees 5%
500+ employees 72%
Sectors grouped (NACE)
Aircraft and shipbuilding 0%
Energy 50%
Electrical and mechanical engineering 81%
Financial services 0%

Company's turnover in the last fiscal year

Up to 100 000 euros 100%
More than 100 000 to 500 000 euros 100%
IMore than 500 000 to 2 mil. euros 80%
More than 2 mil. euros 78%

Base: Companies in Germany, France and Italy that export outside the euro area and that invoice some of their

No

12%

2%
15%
11%
17%
14%

0%
50%
11%

0%

0%
0%
14%
17%

Does not apply to
your company
(SPONTANEOQUS)

3%

0%
8%
0%
0%
0%

0%
0%
4%
0%

0%
0%
3%
4%

services in currencies other than euros or pounds (n = 194)

Don't know

4%

3%
2%
5%
8%
14%

0%
0%
4%
0%

0%
0%
3%
1%
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"

2.2. The extent to which trade invoicing in euro is beneficial

- Half of the companies think that inveicing in euros for both imports and
exports is beneficial for their company -

Half of the companies {50%) in France, Germany and Italy say that trade invoicing of
exports and imports in euros with partners outside the euro is beneficial for their
company (i.e. responses 4 and 5 on the scale of 1 to 5 where 1 is not at all beneficial and
5 is very beneficial), while 16% say it is not beneficial (responses 1 and 2)9,

Q6. Would you say that trade invoicing of exports and imports in euro with
partners outside the euro area is beneficial for your company? Please indicate
from 1 (not at all beneficial) to 5 (very beneficial):

8%

@ Total 'Not beneficial 1+2'
3
@ Total 'Beneficial 4+5'

Don't know

TOTAL

Base: All companies in Germany, France and Italy (n = 300)

Companies in Germany (63%) are the most inclined to say that invoicing in euros with
partners outside the euro is beneficial for their company, while those in France (45%)
and Italy (42%) are less likely to say this. Over a fifth (22%) of companies in France say
that invoicing in the same currency is not beneficial, with 14% in Italy and 11% in
Germany taking this view.

10 Q5b. Would you say that invoicing your provided or received services in euro with partners outside the euro
area is beneficial for your company? Please indicate from 1 (not at all beneficial) to 5 (very beneficial).
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Q6 Would you say that trade invoicing of exports and imports in euro with
partners outside the euro area is beneficial for your company? Please
indicate from 1 (not at all beneficial) to 5 (very beneficial):

Total ‘Mot 5 Total Dot know
beneficial 1+2° ‘Beneficial 4+5°
TOTAL 16% 26% 50% 8%
A  oe 11% 16% 63% 10%
() 22% 27% 45% 6%
()| 14% 34% 42% 10%

Base: All companies in Germany, France and Italy (n = 300)

In the UK, nearly three out of ten companies (28%) say that invoicing in euros for
services provided to partners based abroad is beneficial for their company, while 31%
say it is not beneficial.

Q5c. Would you say that invoicing your provided or received services in euro
with partners based abroad is beneficial for your firm? Please indicate from 1
(not at all beneficial) to 5 (very beneficial):

4%

@ Total 'Not beneficial 1+2'
3
@ Total 'Beneficial 4+5'

Don't know

& UK

Base: All companies in the UK (n = 100)
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Smaller companies in France, Germany and Italy with under 250 employees (49-58%)
are more likely to say that invoicing of exports and imports in euros with partners
outside the euro is beneficial for their company, while ccmpanies from larger companies
with over 250 employees (28-43%) are somewhat less likely to say this. This distinction
does not occur in the UK.

Looking at sector, 58% of companies from energy companies in France, Germany and
Italy say that invoicing of exports and imports in euros with partners outside the euro is
beneficial for their company, compared with 50% from both electrical/mechanical
companies and financial services companies, and none from aircraft/shipbuilding
companies.

Companies with more than 2 million turnover (54%) are the most likely to say that
invoicing of exports and imports in euros with partners outside the euro is beneficial for
their company, while those from companies with up to 100,000 euros in turnover (25%)
are the least likely to say this.

Q6 Would you say that trade invoicing of exports and imports in euro with partners outside the euro
area is beneficial for your company? Please indicate from 1 (not at all beneficial) to 5 (very

beneficial):
Total 'Not beneficial ~ Total ‘Beneficial .
X . Don't know
1+2 4+5

TOTAL 16% 50% 8%

Company size
1-9 employees 23% 49% 9%
10-49 employees 15% 49% 5%
50-249 employees 7% H58% 14%
250-499 employees 21% 43% 7%
500+ employees 0% 28% 29%

Sectors grouped (NACE)
Aircraft and shipbuilding 100% 0% 0%
Energy 0% 58% 14%
Electrical and mechanical engineering 16% 50% 9%
Financial services 0% 50% 10%

Company's turnover in the last fiscal year
Up to 100 000 euros 0% 25% 25%
Mare than 100 000 to 500 000 euros 46% 48% 0%
More than 500 000 to 2 mil. euros 26% 49% 6%
More than 2 mil. euros 12% 54% 7%

Base: All companies in Germany, France and Italy (n = 300)
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Q5c Would you say that invoicing your provided or received services in euro with partners based
abroad is beneficial for your firm? Please indicate from 1 (not at all beneficial) to 5 (very beneficial):

Total.'Not Total ‘Beneficial L
beneficial 1+2" 4+5'
UK 31% 28% 0%
T ==
1-9 employees 30% 10% 0%
10-49 employees 40% 30% 0%
50-249 employees 17% 50% 0%
250-499 employees 0% 0% 0%
500+ employees 50% 50% 0%
Sectors grouped (NACE) I £
Aircraft and shipbuilding 0% \ 0% \ 0%
Energy 0% | 0% | 0%
Electrical and mechanical engineering 0% | 0% 1 0%
Financial services 31% | 28% ‘ 0%
Company's turnover in the last fiscal year
Up to 100 000 euros 0% 50% 0%
More than 100 000 to 500 000 euros 75% 0% 0%
More than 500 000 to 2 mil. euros 0% 0% 0%
More than 2 mil. euros 21% 43% 0%

Base: All companies in the UK (n = 100)
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3. DETERMINANTS OF TRADE INVOICING

In the third chapter of the report, the companies discuss the currency their company
uses for export invoicing, the factors behind using the euro or other currencies, and
which party in the transaction ultimately has the most say over which currency is used.

3.1. Factors that play a role in the choice of currency for trade invoicing

- The size of the recipient country is the main factor when it comes to invoicing
exports in a currency other than the euro -

Companies were asked why they use currencies other than the euro for export invoicing,
and were given a list of four likely factors that might play a role'l. It should be noted
that the sample size for this question is relatively small, therefore the results ought to be
treated with caution.

Half of the companies (49%) say that the recipient country is large and this is the
currency used there, while nearly three out of ten (29%) say they use a currency other
than the euro for exchange risk management. Nearly a quarter of companies (24%) cite
sector characteristics as their reason for using other currencies, while under a fifth (17%)
say that their competitors use other currencies and their company has to keep up with
them. Around a quarter of companies (24%) cited other reasons for using currencies
other than the euro for export invoicing.

Numerous cempanies commented here that the choice of currency is down to the
customer, and that their company is flexible when it comes to invoicing in order to meet
customers’ needs.

Q7. We would like to understand why you use currencies other than the euro for export invoicing. Do any of these factors play a role in
your choice of currencies other than the euro for export invoicing?

The recipient country s [arge andlhis s the currency L e | <
there
Exchange risk management | EEG_—— o'

Sector characteristics - e.g. this is the dominant currency used

for the specific product worldwide _ 24%

Competitors use other currencies and your company has to _ 17%
keep up with them

Otner N -

Don't know [N 72

MULTIPLE ANSWERS POSSIBLE TOTAL

Base: Companies in Germany, France and Italy that invoice in currencies other than the euro (n = 89)

11 Q7b. Do you invoice in a foreign currency for any of the following reasons? (MULTIPLE ANSWERS PQOSSIBLE)
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Companies in France and Germany (both 55%) are more likely than those in Italy (36%)
to say that they use a currency other than the euro because the recipient country is large
and this is the currency used there. Nearly four out of ten companies in France (39%)
cite exchange risk management, as opposed to 32% in Italy and 18% in Germany. While
around three out of ten companies in France (29%) and Italy (28%) say that sector
characteristics as their reason for using other currencies, only 15% of those in Germany
give this answer. Companies in France (23%) are the most likely to say that their
competitors use other currencies and their company has to keep up with them, followed
by those in Italy (16%) and Germany (12%).

Q7 We would like to understand why you use currencies other than the euro for exportinvoicing. Do any of these factors play a role

in your choice of currencies other than the euro for export invoicing?
(MULTIPLE ANSWERS POSSIBLE)

Sector
- characteristics - | Competitors use
The recipient : X
N _ e.g. this is the other currencies
country is large and Exchange risk >
- dominant currency = and your company Other Don't know
this is the currency | management ;
used for the has to keep up with
usedthere .
specific product them
worldwide
TOTAL 49% 29% 24% 17% 24% 7%
&  oe 55% 18% 15% 12% 21% 9%
() R 55% 39% 29% 23% 19% 3%
() 36% 32% 28% 16% 32% 8%
Highest percentage per Lowest percentage per country
| Highest percentage peritem | Lowest percentage per item |

Base: Companies in Germany, France and Italy that invoice in currencies other than the euro (n = 89)

In the UK, nearly six out of ten companies {(59%) say that they use the euro for invoicing
for services they provide abroad because the recipient country is large and this is the
currency used there. Nearly half (48%) cite sector characteristics as their reason for
using the euro, while under four out of ten companies (38%) say they do this because of
exchange risk management. A third of companies (34%) say they company invoices in
euros because their competitors use other currencies and their company has to keep up
with them.

117



FLASH EUROBAROMETER 424

“Possible obstacles to using the euro in international trade”

Q6c. We would like to understand why you use the euro for invoicing the services you provide to entities based abroad. Do any of these

factors play a role in your choice?

The recipient country is large and this is the currency used
there

Sector characteristics - €.g. this is the dominant currency used
for the specific product worldwide

Exchange risk management

Competitors use other currencies and your company has to
keep up with them

Other

Don't know

I 5o

[, 4%

I 5

I 4%

I '

I 4%

MULTIPLE ANSWERS POSSIBLE

Base: All companies in the UK (n = 100)

The size of the company in terms of employees appears to make relatively little

difference here.

Financial services companies are more likely than electrical/mechanical companies to use

currencies other than the euro because of exchange management risk (50% vs. 28%)
and due to sector characteristics (33% vs. 23%).

Q7 We would like to understand why you use currencies other than the euro for export invoicing. Do any of these factors play a role in your choice of

currencies other than the euro for export invoicing? {(MULTIPLE ANSWERS POSSIBLE)

TOTAL

Company size
1-9 employees
10-49 employees
50-249 employees
250-499 employees
500+ employees

Sectors grouped (NACE)
Aircraft and shipbuilding
Energy
Electrical and mechanical engineering
Financial senices

The recipient
country is large

andthisisthe | CXChange risk

management
currency used
there
49% 29%
50% 19%
29% 26%
T1% 38%
64% 36%
50% 25%
0% 0%
0% 0%
49% 28%
50% 50%

Sector
characteristics - .
. Competitors use
e.g. this is the .
. other currencies
dominant and your compan
currency used for ¥ pany
- has to keep up
the specific I
with them
product
worldwide
24% 17%
38% 13%
15% 15%
21% 25%
36% 9%
25% 25%
0% 0%
0% 0%
23% 18%
33% 0%

Other

24%

25%
41%
4%
0%
50%

0%
0%
24%
17%

Don't know

7%

0%
6%
13%
9%
0%

0%
0%
7%
0%

Base: Companies in Germany, France and Italy that invoice in currencies other than the eurc (n = 89)
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3.2. Importance of various factors when choosing the euro as the invoicing
currency

- Contract duration and delivery time is the main reason for invoicing in euros
for companies in France, Germany and Italy -

Companies were now asked how important five particular factors were when choosing
the euro as their invoicing currency2, Companies were asked to respond on a scale from
1to 5, where 1 is “Not important” and 5 is “Very important”.

Nearly half (49%) say that contract duration and delivery time are important (i.e.
responses 4 and 5 combined), while 28% say this is not an important factor (i.e.
responses 1 and 2 combined).

Over four out of ten companies (45%) say that transaction size is an important factor
when cheosing the euro, with 17% saying this is neither important nor unimportant, and
29% feeling that transaction size is not an important consideration.

The exchange rate and the volatility of the euro is seen as an important factor when
choosing the euro for invoicing by 45% of companies but around a quarter (26%) say
this is not an important factor.

Less than a third of companies (32%) think that interest rates are an important factor
whereas 42% think they are not important at all.

Over a quarter of companies (28%) say that macroeconomic shocks are an important
factor when choosing the euro as their invoicing currency while a third (34%) say that
macroeconomic shocks are not important in this regard.

12 Q12b. How important are the following factors when choosing the euro as your inveoicing currency? Please
indicate from 1 (not at all important) to 5 (very important).

119



FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

Q13. How important are the following factors when choosing the euro as your invaicing
currency? Please indicate from 1 (not at all important) to 5 (very important):

Contract duration and
. . 28%
delivery time - °
Transaction size - 29%
The exchange rate
I~ 26%
volatility of the euro - °
Interest rates _ 42%
Macroeconomic shocks - 34%

Total 'Not 3
important
1+2'

17% -32% %%
1% -25% 14%
|
Total Don't know
'Important
4+5'

TOTAL

Base: All companies in Germany, France and Italy (n = 300)

Companies in Italy (57%) and Germany (50%) are maore likely than those in France
(38%) to say that contract duration and delivery time is important when it comes to
choosing the euro. Companies in Italy are also the most likely to say that transaction size
(54% vs. 43% in Germany and 38% in France), interest rates (47% vs. 30% in France
and 18% in Germany) and macroeconomic shocks (37% vs. 27% in France and 19% in

Germany) are important.

Q13 How important are the following factors when choosing the euro as your invoicing currency? Please indicate from 1 (not at all important) to 5 (very important):

Contract dnra]ion and delivery Transaction size The exchange rate volatility of Interest rates
time the euro
Total ‘Mot Total Total ‘Mot Total Total "Not Total Total ‘Not Total
important B Important| | important 3 Important | | important & Important | important 3 Important
142 4+5' 142 445 142 4+5' 142 4+5'
TOTAL  28% 18% 49% 20% 17% 45% 26% 21% 45% 42% 17% 32%
ﬁ DE 4% 12% 50% 32% 15% 43% 30% 15% 44% 52% 17% 18%
{) m 35% 19% 38% 33% 20% 8% 25% 21% 47% 42% 20% 30%
{) IT 16% 24% 57% 23% 15% 54% 22% 27% 45% 34% 13% 47%

Base: All companies in Germany, France and Italy (n = 300)

Macroeconomic shc

Total ‘Mot
important 3 In
1+2'
34% 24%
45% 18%
3% M%
25% 23%
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In contrast, companies in the UK are most likely to say that the exchange rate and the
volatility of the euro is the most important factor when choosing the euro for invoicing:
38% say this is important, while 14% say it is neither important nor unimportant, and
35% say this is not an impartant factor.

Over three out of ten UK companies (31%) say that transaction size is an important
factor when choosing the euro, with 12% saying this is neither important nor
unimportant, and 44% viewing transaction size as not important.

Nearly a quarter of companies (23%) say that contract duration and delivery time is
important when it comes to choosing the euro for invoicing, while 12% see this as being
neither important nor unimportant, and over half (51%) say this is not an important
factor.

A fifth of companies (20%) say that interest rates are an important factor; 13% think
that interest rates are being neither important nor unimportant, and 54% believe that
they are not important.

Just 15% of UK companies say that macroceconomic shocks are an important factor when
choosing the euro, with 12% saying they are neither important nor unimportant, and half
(50%) saying that they are not important.

Q12c. How important are the following factors when choosing the euro as your
invoicing currency? Please indicate from 1 (not at all important) to 5 (very important):

3% 21 ESEE
an | 12 [ 13%
st | 120 [T 2+ 14%
54% 13% [z 13%
s 12 [ 2%

The exchange rate
volatility of the euro

Transaction size

Contract duration and
delivery time

Interest rates

Macroeconomic shocks

B O
Total 'Not 3 Total Don't know
important 'Important

1+2' 4+5'

& UK

Base: All companies in the UK (n = 100)
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There is no clear difference here between large and small companies.

Companies from financial services companies are the most likely to think that exchange
rate volatility (70% vs. 45% from electrical/mechanical companies and 14% from energy
companies) and macroeconomic shocks (40% vs. 27% from electrical/mechanical
companies and 14% from energy companies) are important factors. But they are the
least likely to think that interest rates are important factors (10% vs. 32% from
electrical/mechanical companies and 43% from energy companies).

The base size for the companies in the UK is too small to draw any conclusions.
Q13 How important are the following factors when choosing the euro as your invoicing currency? Please indicate from 1 (not at

all important) to 5 (very important):
Total 'Important 4+5'

Cor!trac.t ! . The exc.h'ﬂ.nge Macroeconomic
duration and  Transaction size | rate volatility of = Interest rates
delivery time the euro shocks
TOTAL 49% 45% 45% 32% 28%
Company size
1-9 employees 37% 33% 40% 24% 29%
10-49 employees 54% 52% 49% 38% 31%
50-249 employees 52% 45% 45% 31% 22%
250-499 employees 43% 42% 50% 14% 14%
500+ employees 43% 43% 14% 29% 28%
Sectors grouped (NACE)
Aircraft and shipbuilding 100% 100% 100% 100% 100%
Energy 43% 43% 14% 43% 14%
Electrical and mechanical engineering 48% 44% 45% 32% 27%
Financial services 40% 60% 70% 10% 40%

Base: All companies in Germany, France and Italy (n = 300)

12c How important are the following factors when choosing the euro as your invoicing currency? Please indicate from 1 (not at
all important) to 5 (very important):

Total 'Important 4+5'

The excﬂ;nge . . Cor!tracl Macroeconomic
rate volatility of Transaction size| duration and Interest rates
the euro delivery time shocks
UK 38% 3% 23% 20% 15%
Company size
1-9 employees 33% N% 20% 19% 13%
10-49 employees 50% 30% 35% 25% 15%
50-249 employees 46% 46% 31% 23% 23%
250-499 employees 100% 0% 0% 0% 100%
500+ employees 0% 0% 0% 0% 0%
Sectors grouped (NACE)
Aircraft and shipbuilding 0% 0% 0% 0% 0%
Energy 0% 0% 0% 0% 0%
Electrical and mechanical engineering 0% 0% 0% 0% 0%
Financial semvices 38% 3% 23% 20% 15%

Base: All companies in the UK (n = 100)
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3.3. Strongest bargaining power for setting the invoicing currency

- The exporter is seen as having the most bargaining power when it comes to
settling the invoice currency -

The exporter has the strongest bargaining power in settling the invoice currency,
according to 36% of companies, while a fifth of companies (20%) say that the larger
company has the strongest bargaining power!3. Less than a fifth of companies (17%) say
that the importer has the strongest bargaining power, and a similar proportion (18%b)
say spontaneously that it depends case by case.

Q8. In your sector who has the strongest bargaining power in setting the invoicing
currency?

The larger company _ 20%

The importer _ 17%

Depends case by case (SPONTANEOUS) [ >

Don't know - 9%

TOTAL

Base: All companies in Germany, France and Italy (n = 300)

Companies in Italy (44%) are more likely than those in France and Germany (both 33%)
to think that the exporter has the strongest bargaining power. But those in France are
the most inclined to say that the larger company (27% vs. 22% from Italy and 11% from

Germany) and the importer (26% vs. 16% from Germany and 9% from Italy) have the
strongest bargaining power.

13 Q7b. In your sector who has the strongest bargaining power in setting the inveicing currency?
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"

Q8 In your sector who has the strongest bargaining power in setting the invoicing currency?

The larger Depends case by

The exporter e The importer case Don't know
pany (SPONTANEOUS)
TOTAL 36% 20% 17% 18% 9%
& ot 33% 1% 16% 34% 6%
() FR 33% 27% 26% 8% 6%
()| 44% 22% 9% 11% 14%

Base: All companies in Germany, France and Italy (n = 300)

In the UK, the invoicing entity (449%) is thought to have the strongest bargaining power,
followed by the customer being invoiced (22%), and the larger company (8%). 14% say
it depends case by case.

Q7c. In your secter who has the strongest bargaining power in setting the invoicing

currency?
The customer being invaiced _ 22%
The larger company - 8%

Depends case by case (SPONTANEQUS) - 14%

Don't know - 12%

Y
v

c

-~

Base: All companies in the UK (n = 100)
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Companies from companies with over 250 employees (36-57%) appear slightly more
likely on average to say that the exporter has the strongest bargaining power than those
from companies employing under 250 people (28-41%). However, the size of the
company has relatively little impact on whether he or she thinks that larger companies
have more bargaining power. Company size also appears to make relatively little
difference in the UK,

All companies from aircraft/shipbuilding companies in France, Germany and Italy say that
the importer has the strongest bargaining power; this compared with 40% of those in
financial services, 29% at energy companies, and 16% at -electrical/mechanical
companies. Four out of ten companies (40%) from financial services cempanies think
that the exporter has the strongest bargaining power, followed by 37% from
electrical/mechanical companies, and 14% from energy companies. Companies from
energy companies (29%) are the most likely to think that the larger company has the
strongest bargaining power, followed by those from electrical/mechanical companies
(20%) and from financial services companies (10%).

Q8 In your sector who has the strongest bargaining power in setting the invoicing currency?

Depends case by

The importer The exporter 'I'Choen\‘:ragnir case Don‘t know
(SPONTANEOUS)
TOTAL 17% 36% 20% 18% 9%
Company size
1-9 employees 19% 28% 17% 24% 12%
10-49 employees 13% 41% 24% 11% 1%
50-249 employees 21% 35% 17% 24% 3%
250-499 employees 29% 36% 14% 21% 0%
500+ employees 15% 57% 14% 14% 0%
Sectors grouped {(NACE)
Aircraft and shipbuilding 100% 0% 0% 0% 0%
Energy 29% 14% 29% 14% 14%
Electrical and mechanical engineering 16% 37% 20% 18% 9%
Financial services 40% 40% 10% 10% 0%

Base: All companies in Germany, France and Italy (n = 300)
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Q7c In your sector who has the strongest bargaining power in setting the invoicing currency?

The invoicing The customer The larger Depends case by
entity being invoiced company case Don’t know
{SPONTANEOUS)
|UK 44% 22% 8% 14% 12%
Company size
1-9 employees 46% 18% 7% 16% 13%
10-49 employees 40% 25% 10% 10% 15%
50-249 employees 54% 23% T% 8% 8%
250-499 employees 0% 0% 100% 0% 0%
500+ employees 0% 100% 0% 0% 0%
Sectors grouped (NACE)
Aircraft and shipbuilding 0% 0% 0% 0% 0%
Energy 0% 0% 0% 0% 0%
Electrical and mechanical engineering 0% 0% 0% 0% 0%
Financial services 44% 22% 8% 14% 12%

Base: All companies in the UK (n = 100)
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4. OBSTACLES TO USING THE EURO IN INTERNATIONAL TRADE AND
TRADE INVOICING IN OTHER CURRENCIES

The next chapter of the report focuses on the reasons why companies in France,
Germany and Italy may choose to invoice in a foreign currency, and in the case of
companies from the UK why they might choose not to invoice in euros.

- Accounting and regulatory or legal considerations are the main reasons for
invoicing in a foreign currency -

Accounting reasons (28%) and requlatory or legal reasons (26%) are the explanations
most commonly given by companies for invoicing in a foreign currency®*. Over a fifth of
companies (21%) cite international payment infrastructure restrictions, while 13%
mention the availability of trade credit, and 9% say their company does not invoice in a
foreign currency. Three out of ten companies (30%) don't know why their company
invoices in a foreign currency.

It should be noted that the sample size for this question is relatively small, therefore the
results ought to be treated with caution.

Q9. Do you invoice in a foreign currency for any of the following reasons?

Accounting reasons | 25

Regulatory or legal reasons (in your or your partner's home

e __ 2]

International payment infrastructure restrictions (at home or

abroad) which force you to use a currency other than the euro _ 21%
Availability of trade credit |G 3%

Your company does not invoice in a foreign currency |G o

Dot know I 30
MULTIPLE ANSWERS POSSIBLE TOTAL

Base: Companies in Germany, France and Italy that invoice in currencies other than the euro (n = 89)

Companies in Germany (33%) are more likely than those in Italy (28%) and France
(23%) to say their company invoices in a foreign currency for accounting reasons,
whereas those in France (32%) are more likely to mention requlatory or legal reascns
(vs. 24% from Italy and 21% from Germany). Companies in Italy (32%) and France
(29%) are much more likely than those in Germany (6%) to cite internaticnal payment

14 Q8b. Do you invoice in a foreign currency for any of the following reasons? (MULTIPLE ANSWERS POSSIBLE)
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infrastructure restrictions, and also the availability of trade credit (23% from France and
20% from Italy, vs. none from Germany). Companies in France (16%) are the most
likely to say that their company does not invoice in a foreign currency (vs. 9% from
Germany and none from Italy).

Q9 Do you invoice in a foreign currency for any of the following reasons?
{(MULTIPLE ANSWERS POSSIBLE)

International payment
infrastructure
restrictions (at home I Your company does
orabroadywhicn | 130 OFUrade T nvdice in a Dont know

Regulatory or legal

. reasons (in your or
Accounting reasons =5

your partner's home credit -
T force you to use a foreign currency
currency other than
the euro
TOTAL 28% 26% 21% 13% a% 30%
@& e 33% 21% 6% 0% 9% 39%
{) rr 23% 3% 29% 23% 16% 16%
() m 28% 24% 32% 20% 0% 36%

Highest percentage per country  Lowest percentage per country
| Highest percentage per item | Lowest percentage per item |

Base: Companies in Germany, France and Italy that inveoice in currencies other than the eurc (n = 89)

In the UK, over three out of ten companies say that their company does not invoice in
euros because their company does not invoice in foreign currencies (33%), or due to
accounting reasons (31%). Over a tenth cite international payment infrastructure
restrictions (14%), or regulatory or legal reasons (11%). Just 6% mention the
availability of trade credit. Over a quarter of companies (27%) don't know why their
company does not invoice in euros.

Q8c. Do any of the following reasons play a role in your decision not to invoice in euro?

Your company does not invoice in a foreign currency - | 537
Accounting reasons | 5%
International payment infrastructure restrictions (at home or _ 14%
abroad) which force you to use a currency other than the euro
Regulatory or legal reasons (in your or your partner's home P
country)

Availability of trade credit | NN 6%

Don't know I 27

MULTIPLE ANSWERS POSSIBLE & UK

Base: All companies in the UK (n = 100)
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Larger companies are the most likely not to invoice in a foreign currency: 18-25% of
companies from companies with over 250 employees say this, compared with 4-9% of
companies from companies with under 250 employees. Larger companies are also more
likely to cite accounting reasons: 45-50% of companies from larger companies do so, as
opposed to 21-31% of companies from companies with under 250 employees. They are
also more likely to mention international payment infrastructure restrictions (36-50% vs.
13-25%). However, smaller companies (12-50% vs. 0-18%) are generally more likely to
cite regulatory or legal reasons for invoicing in a foreign currency. In the UK, larger
companies are more likely to cite a range of reasons for not invoicing in euros: for
example, 50-100% of companies with over 250 employees mention international
payment infrastructure restrictions, compared with just 10-20% of companies with under
250 employees. However, while 30-36% of companies with under 250 employees say
their company does not invoice in foreign currencies, no UK companies with over 250
employees say this.

Companies from financial services companies are more likely than those from
electrical/mechanical companies to mention a range of reasons for invoicing in a foreign
currency. For example, 33% of financial services companies, but only 12% of
electrical/mechanical companies, say that the availability of trade credit is a reason for
invoicing in a foreign currency.

Companies with a smaller turnover are maore likely to say that the availability of credit is
a reason: 33-100% of companies with less than 500,000 euros in turnover do so,
compared with 7-14% of companies with more than 500,000 euros. And while all
companies with a turnover of 100,000 to 500,000 euros say that there were accounting
reasons for invoicing in a foreign currency, only 13-23% of companies with a turnover of
more than 500,000 euros had this reason. In the UK, companies with a higher turnover
were more likely to cite international payment infrastructure restrictions as a reason for
not invoicing in euros: 32% of companies with over 2 million euros in turnover did so,
compared with 0-11% of companies with a turnover of below 2 million euros.
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Q9 Do you invoice in a foreign currency for any of the following reasons? (MULTIPLE ANSWERS POSSIBLE)

TOTAL
Company size
1-9 employees
10-49 employees
50-249 employees
250-499 employees
500+ employees
Sectors grouped (NACE)
Aircraft and shipbuilding
Energy
Electrical and mechanical engineering
Financial senices

Regulatory or
legal reasons {in
your or your
partner's home
country)

26%

31%
12%
50%
18%
0%

0%
0%
24%
50%

Company's turnover in the last fiscal year

Up to 100 000 euros

More than 100 000 to 500 000 euros
More than 500 000 to 2 mil. euros
More than 2 mil. euros

0%
33%
20%
32%

Accounting
reasons

28%

31%
21%
25%
45%
50%

0%
0%
28%
33%

0%
100%
13%
23%

International
payment
infrastructure
restrictions {at
home or abroad)
which force you to
use a currency

Availability of
trade credit

other than the

euro

21% 13%
25% 6%

18% 15%
13% 21%
36% 0%

50% 25%
0% 0%

0% 0%

20% 12%
33% 33%
0% 100%
33% 33%
33% 7%

18% 14%

Your company
does not invoice in
a foreign currency

9%

6%
9%
4%
18%
25%

0%
0%
10%
0%

0%
0%
7%
9%

Don't know

30%

25%
41%
29%
18%
0%

0%
0%
31%
17%

0%
0%
40%
34%

Base: Companies in Germany, France and Italy that invoice in currencies other than the euro (n = 89)

Q8c Do any of the following reasons play a role in your decision not to invoice in euro? (MULTIPLE ANSWERS POSSIBLE)

UK
Company size
1-8 employees
10-49 employees
50-249 employees
250-499 employees
500+ employees
Sectors grouped (HACE)
Aircraft and shipbuilding
Energy
Electrical and mechanical engineering
Financial semvices

Your company
does not invoice in
a foreign currency

3%

36%
30%
3%
0%
0%

0%
0%
0%
33%

Company's turnover in the last fiscal year

Up to 100 000 euros

Mare than 100 000 to 500 000 euros
More than 500 000 to 2 mil. euros
More than 2 mil. euros

22%
29%
22%
20%

Accounting
reasons

3%

31%
40%
15%
100%
0%

0%
0%
0%
31%

33%
38%
33%
32%

International
payment
infrastructure
restrictions (at | legal reasons (in
home or abroad) your or your
which force you to, partner's home

Regulatory or

use a currency country)
other than the
euro
14% 11%
10% %
20% 25%
15% 8%
100% 100%
50% 0%
0% 0%
0% 0%
0% 0%
14% 11%
0% 1%
10% 10%
1% 22%
22% 12%

Base: All companies in the UK (n = 100)

Availability of
trade credit

6%

3%
10%
0%
100%
50%

0%
0%
0%
6%

1M1%
0%

1%

12%

Don't know

2T%

26%
20%
38%
0%
50%

0%

0%

0%
27%

24%
33%
28%
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- Only a small minority of companies say there are other trade practices which
do not allow them to invoice in euros -

Very few companies in France, Germany and Italy say there are any other trade practices
which do not allow them to set the euro as their invoicing currency: 93% say there are
no such practices, while only 4% say that there are!>. As before, the sample size is
relatively small here and the results should be treated with caution.

Q10. Are there any other trade practices which do not allow you to set the euro
as an invoicing currency?

&y 4%

93%

@ Yes
®No

Don't know

TOTAL

Base: Companies in Germany, France and Italy that invoice in currencies other than the euro (n = 89)

The results are similar across the three countries: in Germany 6% of companies say that
there are other trade practices which do not allow them to set the euro as their invoicing
currency, followed by 3% in France, and none in Italy.

15 Q9b: Are there any other trade practices which do not allow you to set the euro as an invoicing currency?
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Q10 Are there any other trade practices which do not allow
you to set the euro as an invoicing currency?

Yes Mo Dont know
TOTAL 4% 93% 2%
& | e 6% 91% 3%
() Fr 3% 97% 0%
() 0% 92% 8%

Base: Companies in Germany, France and Italy that invoice in currencies other than the euro (n = 89)

The UK results are in line with those from the other three countries: only 4% of
companies say that there are other trade practices which do not allow them to set the
euro as their invoicing currency, with 94% saying that there are no such practices.

Q9c. Are there any other trade practices which do not allow you to set the euro
as an invoicing currency?

@ Yes
®No

Don't know

Base: All companies in the UK (n = 100)
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However, 12% of companies at companies with only 1-9 employees say that there are
other trade practices which do not allow them to set the euro as their invoicing currency.
One company, for example, comments that some U.S. customers only accept payment in
dollars, while another says that individual clients may impose specific conditions. In the
UK, 8% of companies from companies with 50-249 employees also answer ‘yes’ here.

Q10 Are there any other trade practices which do not allow you to set the euro as an invoicing currency?

TOTAL

Company size
1-9 employees
10-49 employeas
50-249 employees
250-499 employees
500+ employees

Base: Companies in Germany, France and Italy that invoice in currencies other than the euro (n = 89)

Q9c Are there any other trade practices which do not allow you to set the euro as an invoicing currency?

UK

Company size
1-9 employees
10-49 employees
50-249 employees
250-499 employees
500+ employees

Yes

4%

12%
3%
0%
0%
0%

Yes

4%

5%
0%
8%
0%
0%

Ho

93%

3%
97%
92%
100%
75%

No

94%

93%
100%
84%
100%
100%

Base: All companies in the UK (n = 100)

Don't know

3%

0%
0%
8%
0%
25%

Don't kKnow

2%

2%
0%
8%
0%
0%
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I3

5. ADDRESSING EXCHANGE RATE RISKS IN INTERNATIONAL TRADE
ACTIVITIES

In this chapter focusing on exchange rate risk, companies are asked whether they take
measures to reduce these risks, and if not, why not.

- Less than half of the companies take measures to address exchange rate risks
in their international dealings -

Companies are evenly divided on the question of whether they take measures to address
exchange rate risks in their international trade activities: 46% say they do take such
measures, while 47% do not'®. The sample size for this question is relatively small and
the results should be treated with caution.

Q11. Do you take measures to address exchange rate risks in your international
trade activities?

%

@ Yes
®No

Don't know

TOTAL

Base: Companies in Germany, France and Italy that inveice in currencies cther than the eurc (n = 89)

16 Q10b. Do you take measures to address exchange rate risks in your international trade activities?
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Companies in France (55%) are the most likely to take measures to address exchange
rate risks, followed by those in Germany (49%) and Italy (32%). Italy is the only country
in which a majority of companies do not take such measures (60% vs. 32%).

Q11 Do you take measures to address exchange rate risks
in your international trade activities?

Yes Mo Daon't know
TOTAL 46% 47% 7%
A e 49% 39% 12%
() 55% 45% 0%
() 32% 60% 8%

Base: Companies in Germany, France and Italy that invoice in currencies other than the euro (n = 89)

The UK results are similar to those from Italy, as discussed above. Only 30% of UK
companies say they take measures to address exchange rate risks in their international
trade activities with entities based abroad, whereas nearly two-thirds of companies
(65%) do not do this.

Q10c. Do you take measures to address exchange rate risks in your international
trade activities with entities based abroad?

@ Yes
®No

Don't know

&= UK

Base: All companies in the UK (n = 100)
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Larger companies are more likely to take these types of measures: 55-75% of companies
with over 50 employees do so, compared with 25-35% of companies with under 50
employees. Similarly in the UK, all companies with over 250 employees take such
measures, compared with 18-46% of companies with under 250 employees.

Companies from electrical/mechanical companies are more likely than those from
financial services companies (47% vs. 33%) to say that they take measures to address
exchange rate risks.

While 40-57% of companies with a turnover of more than 500,000 euros take these
measures, none of those with a turnover of less than 500,000 euros do so. This is not
the case in the UK, thocugh companies there with a turnover of more than 2 million euros
are more likely than others to have taken such measures (40% vs. 14-22%}.

11 Do you take measures to address exchange rate risks in your international trade activities?

Yes No Don't know
TOTAL 46% 47% 7%
Company size
1-9 employees 25% 75% 0%
10-49 employees 35% 56% 9%
50-249 employees 67% 29% 4%
250-499 employees 55% 36% 9%
500+ employees 75% 0% 25%
Sectors grouped (NACE)
Aircraft and shipbuilding 0% 0% 0%
Energy 0% 0% 0%
Electrical and mechanical engineering 47% 46% T%
Financial senvices 33% 67% 0%

Company's turnover in the last fiscal year

Upto 100 000 euros 0% 100% 0%
Mare than 100 000 to 500 000 euros 0% 100% 0%
Mare than 500 000 to 2 mil. euros 40% 60% 0%
Mare than 2 mil. euros 57% 41% 2%

Base: Companies in Germany, France and Italy that invoice in currencies other than the euro (n = 89)
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Q10c Do you take measures to address exchange rate risks in your international trade activities
with entities based abroad?

Yes No Don't know
UK 30% 65% 5%
Company size
1-9 employees 18% T7% 5%
10-49 employees 45% 45% 10%
50-249 employees 46% 54% 0%
250-499 employees 100% 0% 0%
500+ employees 100% 0% 0%
Sectors grouped (NACE)
Aircraft and shipbuilding 0% 0% 0%
Energy 0% 0% 0%
Electrical and mechanical engineering 0% 0% 0%
Financial sernvices 30% 65% 5%

Company's turnover in the last fiscal year

Upto 100 000 euros 22% 67% 11%
Mare than 100 000 to 500 000 euros 14% 81% 5%
Mare than 500 000 to 2 mil. euros 22% 73% 0%
More than 2 mil. euros 40% 56% 4%

Base: All companies in the UK (n = 100)

- Four out of ten companies say that hedging instruments that reduce exchange
rate risks are too expensive -

Companies who do not address exchange rate risks were asked why they do not do
this'?. Four out of ten companies (40%) say that hedging instruments are too costly,
while nearly half (48%) cite other reascns. These reasons in numerous cases include an
established relationship based on trust with particular clients, or a fixed exchange rate
agreed with a client that eliminates exchange rate risk. Others say that foreign trade is a
sufficiently small component of their business for them not to worry about exchange rate
risks, while others simply say that exchange rates have never been an issue for their
business. It should be noted that the sample size for this question is relatively small,
therefore the results ought to be treated with caution.

7 Q11ib: Why do you not address the exchange rate risks in your international trade activities?
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Q12. Why do you not address the exchange rate risks in your international trade
activities?

Because hedging instruments are too costly _ 40%

Because hedging instruments are not I ”
. %
available

Don't know - 10%

TOTAL

Base: Companies in Germany, France and Italy that do not take measures to address exchange rate risks
(n = 42)

Companies in Germany (54%) are the most likely to address exchange rate risks,
followed by those in Italy (40%) and France (29%). In France (64% vs. 29%) and Italy
(47% vs. 40%) a majority of companies do not address these risks for other reascns.

Q12 Why do you not address the exchange rate risks in your international trade activities?

Because hedging = Because hedaging

instruments are too | instruments are not | Any other reasons Daon't know
costly available
TOTAL 40% 2% 48% 10%
é o 54% 0% 31% 15%
() 29% 7% B4% 0%
()| 40% 0% 47% 12%

Base: Companies in Germany, France and Italy that do not take measures to address exchange rate risks
(n =42)
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In the UK, most companies (63%) who do not take measure to address exchange rate
risks give other reasons. Just 17% say that hedging instruments are too costly. Many
companies say that they don't see the need to take such measures, because they
perceive the risk to be low, because a relatively small proportion of their business is done
in foreign currencies, or because they only do business in British pounds.

Q11c. Why do you not take measures to address exchange rate risks in your
international trade activities?

Because hedging instruments are too costly - 17%

Because hedging instruments are not I 2%
available °

Don't know - 18%

& UK

Base: Companies in the UK that do not take measures to address exchange rate risks (n = 65)

There is no clear link between the size or turnover of a company and the likelihood that it
finds hedging instruments too costly.

However, financial services companies the three countries are more likely than
electrical/mechanical companies to give this reason (75% vs. 37%).
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@12 Why do you not address the exchange rate risks in your international trade activities?

B dging B hedging
instruments are  instruments are |Any other reasons Don't know
not available too costly
TOTAL 2% 40% 48% 10%
Company size
1-9 employees 0% 50% 50% 0%
10-49 employees 0% 32% 58% 10%
50-249 employees 0% 43% 28% 29%
250-499 employees 25% 50% 25% 0%
500+ employees 0% 0% 0% 0%
Sectors grouped (NACE)
Aircraft and shipbuilding 0% 0% 0% 0%
Energy 0% 0% 0% 0%
Electrical and mechanical engineering 3% 7% 50% 10%
Financial services 0% 75% 25% 0%

Base: Companies in Germany, France and Italy that do not take measures to address exchange rate risks
(n =42)
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6. THE EFFECT OF THE RECENT EUROPEAN SOVEREIGN DEBT CRISIS ON
THE USE OF THE EURO IN INVOICING PRACTICES

The sixth chapter of the report gauges the impact of the recent Eurcpean financial crisis
on companies’ use of the euro for invoicing purposes.

- Only around a tenth of companies say that the European debt crisis has had an
impact on their use of the euro in invoicing -

Nearly three quarters of companies (73%) say that the recent European sovereign debt
crisis has not affected their use of the euro in invoicing?®. 13% say it has affected them
somewhat, and 11% say that the debt crisis has affected their use of the euro.

Q14. To what extent has the recent European sovereign debt crisis affected the
use of the euro in your invoicing practices? Please indicate from 1 (not at all
affected) to 5 (very much affected):

30

@ Total 'Not affected 1+2'
3
@ Total 'Affected 4+5'

Don't know

TOTAL

Base: All companies in Germany, France and Italy (n = 300)

18 Q13b: To what extent has the recent European sovereign debt crisis affected the use of the euro in your
invaicing practices? Please indicate from 1 (not at all affected) to 5 (very much affected)
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Companies in Italy (19%) are the most likely to say that the debt crisis has affected their
use of the euro, followed by those in France (11%) and Germany {5%).

Q14 To what extent has the recent European sovereign debt crisis affected the
use of the euro in your invoicing practices? Please indicate from 1 (not at all
affected) to 5 (very much affected):

Total ‘Mot 3 Total ‘Affected Dont know

affected 1+2 4+5
TOTAL 73% 13% 11% 3%
& o 81% 9% 5% 5%
() rr 81% 8% 11% 0%
() 57% 22% 19% 2%

Base: All companies in Germany, France and Italy (n = 300)

In the UK, a substantial majority of companies (86%) say that the recent European
sovereign debt crisis has not affected their use of the euro in invoicing. Just 7% report a
moderate effect, and 6% say it has not affected them at all.

Q13c. To what extent has the recent European sovereign debt crisis affected the
use of the euro in your invoicing practices? Please indicate from 1 (not at all
affected) to 5 (very much affected):

@ Total 'Not affected 1+2'
3
@ Total 'Affected 4+5'

Don't know

&P uK

Base: All companies in the UK (n = 100)
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While the size of the company in terms of number of employees makes relatively little
difference here, companies in some sectors appear to have been more affected by the
debt crisis than others. A fifth (20%) of financial services companies say that the debt
crisis had an effect on their use of the euro in inveoicing, compared with 14% of energy
companies, 11% of electrical/mechanical companies, and no aircraft/shipbuilding
companies.

Three quarters (75%) of companies with a turnover of up to 100,000 euros a year say
the debt crisis has affected them, compared with 12-23% of companies with a turnover
of more than 100,000 euros.

@14 To what extent has the recent European sovereign debt crisis affected the use of the
euro in your invoicing practices? Please indicate from 1 (not at all affected) to 5 (very much

affected):
Total "Not Total ‘Affected Don't know
affected 1+2' 4+5'
TOTAL 73% 11% 3%
Company size
1-9 employees 78% 12% 1%
10-49 employees 69% 13% 2%
50-249 employees 72% 9% A%
250-499 employees 93% 7% 0%
500+ employees T2% 14% 0%
Sectors grouped (NACE)
Aircraft and shipbuilding 100% 0% 0%
Energy 86% 14% 0%
Electrical and mechanical engineering 73% 11% 2%
Financial semvices 60% 20% 10%
Company's turnover in the last fiscal year
Up to 100 000 euros 25% 75% 0%
More than 100 000 to 500 000 euros 69% 23% 2%
More than 500 000 to 2 mil. euros 80% 12% 2%
More than 2 mil. euros T4% 12% 1%

Base: All companies in Germany, France and Italy (n = 300)
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7. WHAT WOULD HAVE TO CHANGE IN ORDER TO START USING THE
EURO MORE IN INTERNATIONAL TRADE

- Most companies say their company is already committed to using one currency
or another -

Companies were asked'® what would need to change for them to start using the euro
more in international trade. This was an open-ended question, to which they were
allowed to give any answer.

Many companies say that there is nothing that would change their company’s approach
when it comes to currency selection: either they are already fully committed to using the
euro, or are already fully committed to using a different currency, such as the U.S.
dollar, when dealing with particular customers. Some peint out that the choice of
currency is down to the customer, and so the exporter has no say anyway.

However, some companies said it would be helpful for the euro to stabilize in relation to
other currencies, while others say that improvements to the banking system and lower
banking charges would encourage them to use the euro more. While the value of the
euro has recently declined, some companies say it would be helpful for exporters if it falls
even further: if it reaches parity with the U.S. dollar, they say, that would help them to
use the euro more in international trade.

The euro needs to gain more acceptance abroad, others point out, saying that at the
moment not enough foreign customers are willing to be invoiced in euros. This would be
boosted by a more politically and economically coherent Europe, companies say.

As an example, a company based in the UK from the administration of financial markets
(NACE sector code K66.1.1) reports the following:

“"The European Union needs to open for countries outside the
EC for trade and also encourage people to do trade outside
the EU.”

18 Q15x: What would have to change in order for you to start using the eurc more in international trade?
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FLASH EUROBAROMETER 424
“Possible obstacles to using the eure in international trade”
TECHNICAL SPECIFICATIONS

Between the 201 of July and 7t of August 2015, TNS Political & Social, a consortium created between TNS
political & social, TNS UK and TNS opinion, carried cout the survey FLASH EUROBAROMETER 424 c¢n the "Possible
abstacles to using the euro in international trade”.

This survey has been requested by the EUROPEAN COMMISSION, Directorate-General for Economic and Financial
Affairs. It is a business to business (Level B) survey co-ordinated by the Directorate-General for Communication
('Strategy, Corporate Communication Actions and Eurobarometer' Unit). The FLASH EUROBAROMETER 424 covers
businesses employing 1 or more persons in the following sectors: {i) aircraft and shipbuilding, (ii) energy, (iii)
financial services (excluding insurance), and (iv) electrical and mechanical engineering. The survey covered
companies involved in international trade with partners outside the Eurozone in Italy, France and Germany. In
addition, the survey covered companies in the UK in the sector of financial services as detailed above, which are
engaged in trade with partners in the Eurozene or with partners outside EU.

All interviews were carried using the TNS e-Call center (our centralized CATI system). The sample was selected
from an international business database, with some additional sample from local sources in countries where
necessary.

147



FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

Readers are reminded that survey results are estimations, the accuracy of which, everything being equal, rests
upon the sample size and upon the observed percentage. With samples of about 500 interviews, the real
percentages vary within the following confidence limits:

Statistical Margins due to the sampling process
(at the 95% level of confidence)

various sample sizes are in rows various observed results are in columns

5% 10% 15% 20% 25% 30% 35% 40%
95% 90% 85% 80% 75% 70% 65% 60%

5% 10% 15% 20% 25% 30% 35% 40% 45% 50%
95% 90% 85% 80% 75% 70% 65% 60% 55% 50%

N° FIELDWORK . ESTIMATE
COUNTRIES INSTITUTES INTERVIEWS DATES UNIVERSE UNIVERSI
Germany TNS Deutschland 100 20/07/2015 07/08/2015 121,161 3,635
France TNS Sofres 100 20/07/2015 07/08/2015 36,408 1,820
Italy TNS Infratest 100 20/07/2015 07/08/2015 71,009 1,420
United Kingdom TNS UK 100 20/07/2015 07/08/2015 37,987 1,140

400 20/07/2015 07/08/2015 266,565 8,015

1 Number of businesses employing 1 or more persons in the following sectors: (i) aircraft and shipbuilding, (ii)
energy, (iii) financial services (excluding insurance), and (iv) electrical and mechanical engineering.

2 Estimated number of businesses employing 1 or more persons in the following sectors: (i) aircraft and
shipbuilding, (ii) energy, (iii) financial services (excluding insurance), and (iv) electrical and mechanical
engineering involved in international trade with partners outside the Eurozone in Italy, France and Germany
(incidence rate: 2%, 5% and 3% respectively); and in the sector of financial services as detailed above, which are
engaged in trade with partners in the Eurozone or with partners outside EU in the UK (incidence rate: 3%).
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D1

sample] sector?

Could you confirm that your company operates in the [enter NACE sector description from

[(ONE ANSWER ONLY)

Yes

No

DK/NA

[NEW

lSTOP INTERVIEW IF CODE 2 OR 3 IN D1 - OTHERS GO TO D2 |

D2

In which country is your company registered for trade and financial reporting?

[(READ OUT - ONE ANSWER ONLY)

France

Germany

Italy

United Kingdom

Other

DK/NA

[+ T I R SU N A

[NEW

|STOP INTERVIEW IF CODE 5 OR CODE 6 IN D2 - OTHERS GO TO D3 |

D3

How many full-time employees did your company have in the last fiscal year? Please state the
number of employees in your legal entity, not at the group level.

|(READ OUT - ONE ANSWER ONLY)

1 to 9 employees

10 to 49 employees

50 to 249 employees

250 to 499 employees

500 or more employees

DK/NA

DR W N e

[NEW
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D4

What was the turnover of your company in the last fiscal year? Please state the turnover in
your legal entity, not at the group level.

[(Code DK/NA/REFUSAL as 999)

local
curr
ency

[NEW

D5

Could you please estimate the share of your exports as a percentage of turnover in the last
fiscal year or latest available year, before tax?

|(READ OUT — ONE ANSWER ONLY)

None
Below 26%
26%-50%
51%-75%
76%-100%
DK/NA

Oy kW N e

[NEW |

|ASK D6ab AND D6c IF CODES 2 TO 6 IN D5 |

|ASK D6ab ONLY IN FR, DE AND IT |

Déab

And approximately what percentage of your exports went outside the euro area in the last
fiscal year or latest available year, before tax?

[(READ OUT — ONE ANSWER ONLY)

None
Below 26%
26%-50%
51%-75%
76%-100%
DK/NA

oUW N e

[NEW
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ASK D6c ONLY IN UK

D6c And approximately what percentage of your exports went to the euro area in the last fiscal
year or latest available year, before tax?

|(READ OUT — ONE ANSWER ONLY)

None
Below 26%
26%-50%
51%-75%
76%-100%
DK/NA

Gy kW N

[NEW |

[ASK ALL |

D7 Could you please estimate the share of your imports as a percentage of turnover in the last
fiscal year or latest available year, before tax?

|(READ OUT — ONE ANSWER ONLY)

None
Below 26%
26%-50%
51%-75%
76%-100%
DK/NA

Oy B W N

[NEW
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|ASK D8ab AND D8c IF CODES 2 TO 6 IN D7 |

|ASK D8ab ONLY IN FR, DE AND IT |

D8ab And approximately what percentage of imports came from outside the euro area in the last
fiscal year or latest available year, before tax?

[(READ OUT — ONE ANSWER ONLY)

None
Below 26%
26%-50%
51%-75%
76%-100%
DK/NA

g N W N

[NEW |

[ASK D8c ONLY IN UK |

D8c And approximately what percentage of imports came from the euro area in the last fiscal year
or latest available year, before tax?

|(READ OUT — ONE ANSWER ONLY)

None
Below 26%
26%-50%
51%-75%
76%-100%
DK/NA

kW N

[NEW |

IN FR, DE AND IT: STOP INTERVIEW |F D6ab=NONE (CODE 1) AND D8ab=NONE (CODE 1)
IN UK: STOP INTERVIEW IF D5=NONE (CODE 1) AND D7=NONE (CODE 1)
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|Questionnaire A

|ASK QUESTIONNAIRE A ONLY IF NACE CODES B, CAND D

|ASK QUESTIONNAIRE A ONLY IN FR, DE AND IT

Qla Could you please estimate what percentage of your exports are intra-group in the last fiscal
year or latest available year, before tax?
I(READ OUT — ONE ANSWER ONLY)
None 1
Below 26% 2
26%-50% 3
51%-75% 4
76%-100% 5
Your company does not belong to a group 6
DK/NA 7
[NEW
|ASK Q2a, Q3a AND Q4a IF CODES 2 TO 6 IN D6ab - OTHERS GO TO Q6a
|CODES 15 AND 16 ARE SINGLE CODES
Q2a Which are your three largest exporting countries outside the euro area, as measured by

value?

|(DO NOT READ OQUT — MAX. 3 ANSWERS)

United Kingdom

Poland

Denmark

Czech Repubhlic

Sweden

Hungary

Any other EU countries

United States

Switzerland

China

Russia

Turkey

Japan

Any other non-EU countries

Your company does not export outside the euro area

DK/NA

W NV s WN

el e il el =
ok nNPE O

[NEW
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|Q3a

|What approximate share of your exports is invoiced in euro?

|(READ OUT — ONE ANSWER ONLY)

None

Below 26%

26%-50%

51%-75%

76%-100%

DK/NA

Uk W N

[NEW

|CODES 15 AND 16 ARE SINGLE CODES

|Q4a

|In which currencies, other than the euro, do you invoice your exports?

|(DO NOT READ OUT — MAX. 3 ANSWERS)

U.S. Dollar

British Pound

Japanese Yen

Swiss Franc

Chinese Renminbi

Canadian Dollar

Danish Krona

Swedish Krona

Korean Won

Indian Rupee

Brazilian Real

Russian Rouble

Turkish Lira

Other

Your company does not invoice its exports in other currencies

DK/NA

W oONO VR WNE

e el =
A

= =
o w,

[NEW
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|ASK Q5a IF CODES 2 TO 6 IN D6ab AND CODES 2 TO 6 IN D7

Qba Is the main currency that you use to settle your exports the same as the main currency that
you use to settle your import purchases from outside the euro area?

|(READ OUT — ONE ANSWER ONLY)

Yes

No

Does not apply to your company (SPONTANEOUS)
DK/NA

B W N

[NEW |

|ASI( ALL IF NACE CODES B, C AND D; ONLY IN FR, DE AND IT |

Qba Would you say that trade invoicing of exports and imports in euro with partners outside the
euro area is beneficial for your company? Please indicate from 1 {not at all beneficial) to 5
(very beneficial):

[(ONE ANSWER ONLY)

1 - Not at all beneficial
2

3

il

5 - Very beneficial
DK/NA

Oy B W N

[NEW
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|ASK Q7a IF CODES 1 TQ 14 IN Q4a - OTHERS GO TO Q8a |

|CODE 6 IS SINGLE CODE

Q7a

invoicing?

We would like to understand why you use currencies other than the euroc for export invoicing.
Do any of these factors play a role in your choice of currencies other than the euro for export

|(READ OUT — MULTIPLE ANSWERS POSSIBLE)

The recipient country is large and this is the currency used there 1,

them

Competitors use other currencies and your company has to keep up with

specific product worldwide

Sector characteristics - e.g. this is the dominant currency used for the

Exchange risk management

Other {PLEASE SPECIFY)

DK/NA

v s W

[NEW

|ASK ALL IN NACE CODES B, C AND D; ONLY IN FR, DE AND IT |

Q8a

In your sector who has the strongest bargaining power in setting the invoicing currency?

[(READ OUT — ONE ANSWER ONLY)

The importer

The exporter

The larger company

Depends case by case (SPONTANEQUS)

DK/NA

v B W N

[NEW
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ASK Q9a, Q10a, Q11a AND Q12a IF CODES 1 TO 14 IN Q4a - OTHERS GO TO Q13a

|CODES 5 AND 6 ARE SINGLE CODES

|Q9a

|Do you invoice in a foreign currency for any of the following reasons?

|(READ OUT — MULTIPLE ANSWERS POSSIBLE)

Regulatory or legal reasons (in your or your partner’s home country)

Accounting reasons

Availability of trade credit

International payment infrastructure restrictions (at home or abroad) which
force you to use a currency other than the euro

Your company does not invoice in a foreign currency

DK/NA

[NEW

Q10a

currency?

Are there any other trade practices which do not allow you to set the euro as an invoicing

[(ONE ANSWER ONLY)

Yes (PLEASE SPECIFY)

No

DK/NA

[NEW
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Qlla Do you take measures to address exchange rate risks in your international trade activities?
[(ONE ANSWER ONLY)
Yes 1
No 2
DK/NA 3
[NEW
|ASK Q12a IF CODE 2 “NO” IN Q11a
Ql2a Why do you not address the exchange rate risks in your international trade activities?
[(READ OUT — ONE ANSWER ONLY)
Because hedging instruments are not available 1
Because hedging instruments are too costly 2
Any other reasons {PLEASE SPECIFY) 3
DK/NA 4
[NEW
|ASK ALL IN NACE CODES B, C AND D; ONLY IN FR, DE AND IT
Ql3a How important are the following factors when choosing the euro as your invoicing currency?
Please indicate from 1 {not at all important) to 5 (very important):
|(READ OUT - ONE ANSWER ONLY)
1- 2 3 4 5- | DK/
Not Very| NA
atall impo
impo rtant
rtant
1 |Transaction size 1 2 3 4 5 6
2 |Contract duration and delivery time 1 2 3 4 5 6
3 |The exchange rate volatility of the euro 1 2 3 4 5 6
4 |Interest rates 1 2 3 4 5 6
5 |Macroeconomic shocks 1 2 3 4 5 6
NEW
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|Ql3ax |Any other factors? |

[(ONE ANSWER ONLY) |

Yes (PLEASE SPECIFY)

No

DK/NA 3

[NEW |
Ql4da To what extent has the recent European sovereign debt crisis affected the use of the euroin

your invoicing practices? Please indicate from 1 (not at all affected) to 5 (very much affected):

[(ONE ANSWER ONLY) |

1 - Not at all affected
2

3

4

5 - Very much affected
DK/NA

kR W N -

[NEW

Q15ax What would have to change in order for you to start using the euro more in international
trade?

(USE CCDE FOR CODING DK/NA - DO NOT WRITE IT DOWN AS AN OPEN-ENDED ANSWER)

Write down the answer
DK/NA 2

[NEW |

[ASK Q15a IF CODE 1 IN Q15ax |

Ql5a What would have to change in order for you to start using the euro more in international
trade?

(WRITE DOWN THE ANSWER)

NEW
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|Questionnaire B

|ASK QUESTIONNAIRE B ONLY IF NACE CODES K AND M

|ASK QUESTIONNAIRE B ONLY IN FR, DE AND IT

Qlb

group?

Thinking about services you provide to entities based abroad, what percentage are intra-

l(READ OUT —ONE ANSWER ONLY)

None

Below 26%

26%-50%

51%-75%

76%-100%

Your company does not belong to a group

DK/NA

~N oo kR W N e

[NEW

|ASK Q2b IF CODES 2 TO 6 IN D6ab - OTHERS GO TC Q5b

|CODES 15 AND 16 ARE SINGLE CODES

Q2b

value?

Which are your three largest exporting countries outside the euro area, as measured by

|(DO NOT READ OQUT — MAX. 3 ANSWERS)

United Kingdom

Poland

Denmark

Czech Repubhlic

Sweden

Hungary

Any other EU countries

United States

Switzerland

China

Russia

Turkey

Japan

Any other non-EU countries

Your company does not export outside the euro area

DK/NA

W NV s WN

el e il el =
ok nNPE O

[NEW
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|ASK Q3b AND Q4b IF CODES 2 TO 6 IN D5 - OTHERS GO TO Q5b

Q3b

What approximate share of the services you provide to entities based abroad is invoiced in
euro?

|(READ OUT — ONE ANSWER ONLY)

None
Below 26%
26%-50%
51%-75%
76%-100%
DK/NA

O R W N

[NEW

|CODES 15 AND 16 ARE SINGLE CODES

Q4b

In which currencies other than the euro do you invoice the services you provide to entities
based abroad?

|(DO NOT READ OUT — MAX. 3 ANSWERS)

U.S. Dollar 1,
British Pound 2,
Japanese Yen 3,
Swiss Franc 4,
Chinese Renminbi 5,
Canadian Dollar 6,
Danish Krona 7,
Swedish Krona 8,
Korean Won 9,
Indian Rupee 10,
Brazilian Real 11,
Russian Rouble 12,
Turkish Lira 13,
Other 14,
Your company does not invoice its services in other currencies 15,
DK/NA 16,
[NEW
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|ASKALLIN NACE CODES K AND M; ONLY IN FR, DE AND IT |

Qsb

(very beneficial):

Would you say that invoicing your provided or received services in euro with partners outside
the euro area is beneficial for your company? Please indicate from 1 (not at all beneficial) to 5

[(ONE ANSWER ONLY)

1 - Not at all beneficial

2

3

4

5 - Very beneficial

DK/NA

G R W N e

[NEW

|ASK Q6b IF CODES 1 TO 14 IN Q4b - OTHERS GO TO Q7b |

|CODE 6 1S SINGLE CODE

Qeb

choice?

We would like to understand why you use currencies other than the euro for invoicing the
services you provide to entities based abroad. Do any of these factors play a role in your

|(READ OUT — MULTIPLE ANSWERS POSSIBLE)

The recipient country is large and this is the currency used there 1,

them

Competitors use other currencies and your company has to keep up with

specific product worldwide

Sector characteristics - e.g. this is the dominant currency used for the

Exchange risk management

Other (PLEASE SPECIFY)

DK/NA

oV AW

[NEW
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|ASK ALL IN NACE CODES K AND M; ONLY IN FR, DE AND IT

Q7b In your sector who has the strongest bargaining power in setting the invoicing currency?
|(READ OUT —ONE ANSWER ONLY)
The invoicing entity 1
The customer being invoiced 2
The larger company 3
Depends case by case (SPONTANEQUS) 4
DK/NA 5
[NEW
ASK Q8b, Q9b, Q10b and Q11b IF CODES 1 TO 14 IN Q4b - OTHERS GO TO Q12b
|CODES 5 AND 6 ARE SINGLE CODES
|Q8b |Do you invoice in a foreign currency for any of the following reasons?
|(READ OUT — MULTIPLE ANSWERS POSSIBLE)
Regulatory or legal reasons (in your or your partner’s home country)
Accounting reasons )
Availability of trade credit 3,
International payment infrastructure restrictions (at home or abroad) which
force you to use a currency other than the euro
4’
Your company does not invoice in a foreign currency 5,
DK/NA 6,
[NEW
Q%b Are there any other trade practices which do not allow you to set the euro as an invoicing

currency?

[(ONE ANSWER ONLY)

Yes (PLEASE SPECIFY)
No
DK/NA 3

[NEW
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Ql10b Do you take measures to address exchange rate risks in your international trade activities?
[(ONE ANSWER ONLY)
Yes 1
No 2
DK/NA 3
[NEW
|ASK Ql1lb IF CODE 2 “NO” IN Q10b
Qllb Why do you not address exchange rate risks in your international trade activities?
[(READ OUT — ONE ANSWER ONLY)
Because hedging instruments are not available 1
Because hedging instruments are too costly 2
Any other reasons {PLEASE SPECIFY) 3
DK/NA 4
[NEW
|ASKALL IN NACE CODES K AND M; CNLY IN FR, DE AND IT
Ql2b How important are the following factors when choosing the euro as your invoicing currency?

Please indicate from 1 {not at all important) to 5 (very important):

|(READ OUT - ONE ANSWER ONLY)

1-1 2 3 4 | 5- | DK/
Not Very| NA
atall impo
impo rtant
rtant
1 [|Transaction size 1 2 3 4 5 6
2 |Contract duration and delivery time 1 2 3 4 5 6
3 |The exchange rate volatility of the euro 1 2 3 4 5 6
4 |Interest rates 1 2 3 4 5 6
5 |Macroeconomic shocks 1 2 3 4 5 6
NEW
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|Q12bx |Any other factors? |

[(ONE ANSWER ONLY) |

Yes (PLEASE SPECIFY)

No

DK/NA 3

[NEW |
Q13b To what extent has the recent European sovereign debt crisis affected the use of the euroin

your invoicing practices? Please indicate from 1 (not at all affected) to 5 (very much affected):

[(ONE ANSWER ONLY) |

1 - Not at all affected
2

3

4

5 - Very much affected
DK/NA

kR W N -

[NEW

Q14bx What would have to change in order for you to start using the euro more in international
trade?

(USE CCDE FOR CODING DK/NA - DO NOT WRITE IT DOWN AS AN OPEN-ENDED ANSWER)

Write down the answer
DK/NA 2

[NEW |

[ASK Q14b IF CODE 1 IN Q14bx |

Ql4b What would have to change in order for you to start using the euro more in international
trade?

(WRITE DOWN THE ANSWER)

NEW

166



FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

|Questionnaire C |

|ASK QUESTIONNAIRE C ONLY IF NACE CODES KAND M |

|ASK QUESTIONNAIRE C ONLY IN UK |

Qlc Thinking about services you provide to entities based abroad, what percentage are intra-
group?

|(READ OUT —ONE ANSWER ONLY)

None

Below 26%

26%-50%

51%-75%

76%-100%

Your company does not belong to a group
DK/NA

~N oo kR W N e

[NEW |

|CODES 6 AND 7 ARE SINGLE CODES |

Q2c Which are your three largest exporting countries inside the euro area, as measured by value?

[(READ OUT — MAX. 3 ANSWERS) |

Ireland

Germany

The Netherlands

France

Any other euro area countries

Your company does not export inside the euro area
DK/NA

NowukewNp

[NEW
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

Q3c What approximate share of the services you provide to entities based abroad is invoiced in
euro?

[(READ OUT — ONE ANSWER ONLY)

None
Below 26%
26%-50%
51%-75%
76%-100%
DK/NA

R W N e

[NEW

Qic What is the approximate share of the services you provide to entities based abroad that is
invoiced in currencies other than the euro or the British pound, for example in U.S. dollars?

|(READ OUT — ONE ANSWER ONLY)

None
Below 26%
26%-50%
51%-75%
76%-100%
DK/NA

Oy kW N e

[NEW |

|ASK Q5¢ AND Qé6c IF CODES 2 TO 6 IN Q3c - OTHERS GO TO Q7c |

Qb5c Would you say that invoicing your provided or received services in euro with partners based
abroad is beneficial for your firm? Please indicate from 1 (not at all beneficial) to 5 (very
beneficial):

[(ONE ANSWER ONLY)

1 - Not at all beneficial
2

3

4

5 - Very beneficial
DK/NA

g W N

[NEW
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

|CODE 6 1S SINGLE CODE

Qbc We would like to understand why you use the euro for invoicing the services you provide to
entities based abroad. Do any of these factors play a role in your choice?

|(READ OUT — MULTIPLE ANSWERS POSSIBLE)

The recipient country is large and this is the currency used there 1,
Competitors use other currencies and your company has to keep up with
them 2,
Sector characteristics - e.g. this is the dominant currency used for the
specific product worldwide

Exchange risk management

Other (PLEASE SPECIFY)

DK/NA

o N AW

[NEW

Q7c¢ In your sector who has the strongest bargaining power in setting the invoicing currency?

|(READ OUT — ONE ANSWER ONLY)

The invoicing entity

The customer being invoiced

The larger company

Depends case by case (SPONTANEQUS)
DK/NA

L s W N =

[NEW
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

|CODES 5 AND 6 ARE SINGLE CODES

Q8c Do any of the following reasons play a role in your decision not to invoice in euro?
|(READ OUT — MULTIPLE ANSWERS POSSIBLE)
Regulatory or legal reasons (in your or your partner’s home country)
Accounting reasons ,
Availability of trade credit 3,
International payment infrastructure restrictions (at home or abroad) which
force you to use a currency other than the euro
4,
Your company does not invoice in a foreign currency 5,
DK/NA 6,
[NEW
Q9¢ Are there any other trade practices which do not allow you to set the euro as an invoicing
currency?
|(ONE ANSWER ONLY)
Yes (PLEASE SPECIFY)
No
DK/NA 3
[NEW
Q10c Do you take measures to address exchange rate risks in your international trade activities

with entities based abroad?

|(ONE ANSWER ONLY)

Yes
No
DK/NA 3

[NEW
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

[ASK Q11c IF CODE 2 “NO” AT Q10c

Qlilc

activities?

Why do you not take measures to address exchange rate risks in your international trade

|(READ OUT — ONE ANSWER ONLY)

Because hedging instruments are not available

Because hedging instruments are too costly

Any other reasons {PLEASE SPECIFY)

DK/NA

B W N

[NEW

|ASKALL IN NACE CODES K AND M; ONLY IN UK

Qlac

Please indicate from 1 {not at all important) to 5 (very important):

How important are the following factors when choosing the euro as your invoicing currency?

|(READ OUT - ONE ANSWER ONLY)

1-1 2 3 4 | 5- | DK/
Not Very| NA
atall impo
impo rtant
rtant
1 |Transaction size 1 2 3 4 5 6
2 |Centract duration and delivery time 1 2 3 4 5 6
3 |The exchange rate volatility of the euro 1 2 3 4 5 6
4 |Interest rates 1 2 3 4 5 6
5 [Macroeconomic shocks 1 2 3 4 5 6
NEW
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

|Q12cx |Any other factors? |

[(ONE ANSWER ONLY) |

Yes (PLEASE SPECIFY)
No
DK/NA 3

[NEW

Q13c To what extent has the recent European sovereign debt crisis affected the use of the euro in
your invoicing practices? Please indicate from 1 (not at all affected) to 5 (very much affected):

[(ONE ANSWER ONLY) |

1 - Not at all affected
2

3

4

5 - Very much affected
DK/NA

[+ T I R SU N A

[NEW

Ql4cx What would have to change in order for you to start using the euro more in international
trade?

{(USE CODE FOR CODING DK/NA - DO NOT WRITE IT DOWN AS AN OPEN-ENDED ANSWER)

Write down the answer 1
DK/NA

[NEW |

|ASK Q14c IF CODE 1 IN Q14cx |

Ql4c What would have to change in order for you to start using the euro more in international
trade?

(WRITE DOWN THE ANSWER)

NEW
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

DOb NACE CODE

Electrical and Zg‘:;;asl
Aircraftand e o g, c1g |  Mechanical (K66.1.1.,
shipbuilding & D) engineering KE6.1.2
{C30) (C27,C28 & e 1.0 8
c33) Kee 1.
M69.2)
o Flash EB Flash EB Flash EB Flash EB
° 424 424 424 424
@ o 0 2 70 28
e e o 6 89 5
() =m o 1 96
Q) T 1 0 97 2
L UK [V} 0 0 100
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

D1 Could you confirm that your company operates in the [enter sector description from sample] sector?

Yes No DK/NA
o Flash EB Flash EB Flash EB
° 424 424 424
@ o 100 0 0
e o 100 o o
() = 100 0 0
() T 100 ] ]
A,
&= WK 100 0 0
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

D2 In which country is your company registered for trade and financial reporting?

France Germany Italy United Kingdom Other DK/NA

o Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB
424 424 424 424 424 424
@ o 25 25 25 25 0 0
e o 0 99 0 1 o 0
() FR 98 1 1 0 0 o
) in o o 100 0 o )
I o 0 0 100 0 0
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

D3 How many full-time employees did your company have in the last fiscal year? Please state the number of employees in
your legal entity, not at the group level.

1to 9 10 to 49 50 to 249 250 to 499 500 or more DK/NA
employees employees employees employees employees
o Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB
424 424 424 424 424 424
® o 34 a1 18 4 2 1
&  oe 25 35 27 10 3 0
() = 33 41 22 1 0
) g 20 67 9 1 3 )
& uk 61 20 13 1 2 3
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

D4 What was the turnover of your company in the last fiscal year? Please state the turnover in your legal entity, not at the
group level.

More than More than

100,000 eurcs Mare than 2

or less 100,000 to SQD_,OOO to 2 million euros DK/NA
500,000 euros million euros

% Flash EB Flash EB Flash EB Flash EB Flash EB
424 424 424 424 424
® o 3 9 18 39 31
& o 1 4 13 42 40
() = 0 6 28 53 13
() 3 3 24 35 35
& Wk 9 21 9 25 36
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

D5 Could you please estimate the share of your exports as a percentage of turnover in the last fiscal year or latest
available year, before tax?

Total 'Share of

Nene Below 26% 26%-50% 51%-75% 76%-100% DK/NA exports 1 -

100%'

% Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB
424 424 424 424 424 424 424
® o 5 46 19 17 12 1 94
& o 4 37 24 24 7 4 92
() = 5 52 19 14 10 0 95
Q) T 3 24 22 24 26 1 96
& Wk 7 73 10 5 4 1 92
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FLASH EUROBAROMETER 424

“Possible obstacles to using the euro in international trade”

D6ab And approximately what percentage of your exports went outside the euro area in the last fiscal year or

latest available year, before tax?

%

® o
& o
() FR
O

None

Flash EB

424
7
7

11
2

Below 26%

Flash EB

424
52
54
56
48

26%-50%

Flash EB

424
22
20
13
32

51%-75%

Flash EB

424
8

9
8
7

76%-100%

Flash EB

424
9
7
9

11

DK/NA

Flash EB

424
2

3
3
0

Total 'Share of
exports 1 -

100%'

Flash EB
424

91
90
86
98
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade

”

D6c And approximately what percentage of your exports went to the euro area in the last fiscal year or latest
available year, before tax?

Total 'Share of

None Below 26% @ 26%-50% 51%-75% | 76%-100% DK/NA exports 1 -
100%'
% Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB
° 424 424 424 424 424 424 424
g WK 22 46 9 6 16 1 77
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

D7 Could you please estimate the share of your imports as a percentage of turnover in the last fiscal year or latest
available year, before tax?

Total 'Share of

None Below 26% @ 26%-50% 51%-75% | 76%-100% DK/NA imports 1 -
100%'
% Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB

424 424 424 424 424 424 424
® o 33 49 10 2 2 4 63
& o 19 55 12 3 4 7 74
() = 15 62 16 2 2 3 82
() 36 48 9 3 1 3 61
& Wk 60 32 5 1 1 1 39
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FLASH EUROBAROMETER 424

“Possible obstacles to using the euro in international trade”

D8ab And approximately what percentage of imports came from outside the euro area in the last fiscal year or
latest available year, before tax?

%

® o
& o
() FR
O

None

Flash EB
424

25
20
28
25

Below 26%

Flash EB
424

54
52
59
51

26%-50%

Flash EB
424

10
10
6
14

51%-75%

Flash EB
424

2

3
1
2

76%-100%

Flash EB
424

4

5
2
6

DK/NA

Flash EB
424

5
10

4

2

Total 'Share of
imports 1 -
100%'

Flash EB
424

70
70
68
73
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade

”

D8c And approximately what percentage of imports came from the eurc area in the last fiscal year or latest available
year, before tax?

Total 'Share of

None Below 26% 26%-50% 51%-75% 76%-100% DK/NA imports 1 -
100%'
% Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB
° 424 424 424 424 424 424 424
o UK 25 a7 5 15 8 o 75
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

Q1 Could you please estimate what percentage of your exports are intra-group in the last fiscal year or
latest available year, before tax?

Your
company
None Below 26% | 26%-50% | 51%-75% | 76%-100%  does not DK/NA
belong to a
group
% Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB
° 424 424 424 424 424 424 424
® o 23 16 4 3 1 a8 5
& o a1 16 6 3 1 30 3
() = 21 22 6 5 2 35 9
) T 6 8 1 2 1 79 3

Total 'Share
of exports 1
- 100%’

Flash EB
424

24
26
35
12
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FLASH EUROBAROMETER 424

“Possible obstacles to using the euro in international trade

”

Q2 Which are your three largest exporting countries outside the euro area, as measured by value? (DO NOT READ
OUT - MAX. 3 ANSWERS)

e TOTAL
e e
() FR
) T

United
Kingdom

Flash EB
424

3

6
4
0

Poland

Flash EB
424

3

3
2
3

Denmark

Flash EB
424

0

1
0
0

Czech
Republic

Flash EB
424

1

1
1
4]

Sweden

Flash EB
424

1

2
1
4]

Hungary

Flash EB
424

0

0
0
1]

Any other EU
countries

Flash EB
424

8
10
2
12
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FLASH EUROBAROMETER 424

“Possible obstacles to using the euro in international trade”

Q2 Which are your three largest exporting countries outside the euro area, as measured by value? (DO NOT
READ OUT - MAX. 3 ANSWERS)

%

e TOTAL
e e
() FR
) T

United
States

Flash EB
424

33
46
28
24

Switzerland

Flash EB
424

12
20
7
9

China

Flash EB
424

23
34
19
18

Russia

Flash EB
424

13

16
6

16

Turkey

Flash EB

424
5

4
2
8

Japan

Flash EB

424
3

6
1
2

Any other
non-EU
countries

Flash EB

424
59
46
69
63

Your
company
does not

export
outside the
euro area

Flash EB
424

2

3
1
2

DK/NA

Flash EB
424

2

1
4
1
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

Q3 What approximate share of your exports is invoiced in euro?

Total 'Share
None Below 26% | 26%-50% 51%-75% | 76%-100% DK/NA of exports 1
100%'
o Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB
° 424 424 424 424 424 424 424
@ o 2 8 4 6 78 2 96
e or 3 3 7 7 79 1 96
() = a 14 2 6 73 1 95
) I ] 8 4 5 81 2 08
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

Q4 In which currencies, other than the euro, do you invoice your exports? (DO NOT READ QUT — MAX. 3 ANSWERS)

U.S Dollar | British Pound | Japanese Yen Swiss Franc Ch\ne?sel Canadian Danish Krona
Renminbi Dollar
o Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB
° 424 424 424 424 424 424 424
@ o 29 3 1 3 1 o 0
é o 29 1 1 3 3 0 o
() =rm 33 5 o 2 0 1 0
O IT 24 2 1 3 0 0 0
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

Q4 In which currencies, other than the euro, do you invoice your exports? (DO NOT READ OUT - MAX. 3 ANSWERS)

Your
company
does not
Other invoice its| DK/NA
exports in
other
currencies

Swedish Korean Indian Brazilian | Russian Turkish
Krona Wen Rupee Real Rouble Lira

o Flash EB | Flash EB | Flash EB | Flash EB | Flash EB | Flash EB | Flash EB Flash EB | Flash EB
(o]

424 424 424 424 424 424 424 424 424
® o 0 0 0 0 1 0 3 65 2
e or 0 o o o 2 0 2 63 0
() m 0 0 1 0 0 o 7 61 2
() in 0 0 (] 0 (1] 1 1 71 3
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

Qb5a Is the main currency that you use to settle your exports the same as the main currency that you use to settle your
import purchases from outside the euro area?

Does not apply to

Yes No your company DK/NA
(SPONTANEQUS)
o Flash EB Flash EB Flash EB Flash EB
° 421 421 421 421
@ o 81 12 3 4
e e 82 10 2 6
() FR 80 14 3 3
) gy 81 10 7 2
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

Q6 Would you say that trade invoicing of exports and imports in euro with partners cutside the euro area is
beneficial for your company? Please indicate from 1 (not at all beneficial) to 5 (very beneficial):

Total 'Not Total

Lot at all 2 3 4 o Yery | DK/NA | beneficial | ‘Beneficial
enericia enericia 1427 445

o Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB
0 424 424 424 424 424 424 424 424
® o 8 8 26 22 28 8 16 50
&  oe 8 3 16 20 a3 10 11 63
() = 9 13 27 23 22 6 22 45
() 1 7 7 34 22 20 10 14 42
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

Q7 We would like to understand why you use currencies other than the euro for export invoicing. Do any of these factors play

a role in your choice of currencies other than the euro for export invoicing? (MULTIPLE ANSWERS POSSIBLE)

Sector
The recipient Competitors | characteristics -
countr isplar e use other e.g. this is the
Yislarge o rrencies and dominant Exchange risk | Other (PLEASE
and this is the DK/NA
currency used your company = currency used | management SPECIFY)
theie has to keep up | for the specific
with them product
worldwide
o Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB
° 424 424 424 424 424 424
@ o a9 17 24 29 24 7
e oE 55 12 15 18 21 °
() =m 55 23 29 39 19 3
) IT 36 16 28 32 32 8
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

Q8 In your sector who has the strongest bargaining power in setting the invoicing currency?

Depends case by

The imperter The exporter 'I;r;;laggr]]er case DK/NA
pany (SPONTANEQOUS)
o Flash EB Flash EB Flash EB Flash EB Flash EB
° 424 424 424 424 424
@ o 17 36 20 18 9
e or 16 33 11 34 6
() =m 26 33 27 8 6
) N 9 44 22 11 14
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FLASH EUROBAROMETER 424

“Possible obstacles to using the euro in international trade”

Q9 Do you invoice in a foreign currency for any of the faollowing reasons? (MULTIPLE ANSWERS POSSIBLE)

o®

- -
- -

TOTAL
DE
FR
IT

Regulatory or
legal reasons
(in your or your
partner’'s home
country)

Flash EB

424
26
21
32
24

Accounting
reasons

Flash EB
424

28
33
23
28

Availability of
trade credit

Flash EB
424

13
0
23
20

International
payment
infrastructure
restrictions (at
home or
abroad) which
force you to use
a currency
other than the
euro

Flash EB
424
21

6
29
32

Your company
does not invoice
in a foreign
currency

Flash EB
424

9
9
16
0

DK/NA

Flash EB
424

30
39
16
36
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

Q10 Are there any other trade practices which do not allow you to set the eurc as an inveicing currency?

Yes (PLEASE

SPECIFY) o DK/NA
% Flash EB Flash EB Flash EB
424 424 424
® o 4 93 3
a o 6 91 3
() = 3 97 o
() 1 ) 92 8
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FLASH EUROBAROMETER 424

“Possible obstacles to using the euro in international trade”

Q11 Do you take measures to address exchange rate risks in your international trade activities?

Yes

o FIa:LEB
@ o a6
e o 19
) FR 55
) gy 32

No

Flash EB

424
47
39
45
60

DK/NA
Flash EB

424
7
12
0
8
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FLASH EUROBAROMETER 424

“Possible obstacles to using the euro in international trade”

Q12 Why do you not address the exchange rate risks in your international trade activities?

@ TOTAL
e o
) FR
) T

Because
hedging

instruments are instruments are

not available

Flash EB
424

2

]
7
o

Because
hedging

too costly

Flash EB
424

40
54
29
40

Any other
reasons

(PLEASE

SPECIFY)

Flash EB
424

438
31
64
47

DK/NA

Flash EB
424

10
15
0

13
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FLASH EUROBAROMETER 424

“Possible obstacles to using the euro in international trade”

Q13.1 How important are the following factors when choosing the euro as your invoicing currency? Please

indicate from 1 {not at all important) to 5 (very important):

Transaction size

1 - Not at all
important
o F\aj;4EB
@ o 20
e o 23
() = 21
() T 15

Flash EB
424

9

9
12

8

Flash EB

424
17
15
20
15

Flash EB

424
21
19
15
29

5 - Very
important

Flash EB

424
24
24
23
25

DK/NA

Flash EB

424
9
10
9
8

Total 'Not
important
1+2'

Flash EB

424
29
32
33
23

Total
'Important
4+5'

Flash EB

424
45
43
38
54
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade

”

0Q13.2 How important are the following factors when choosing the euro as your invoicing currency? Please
indicate from 1 {not at all important) to 5 (very important):
Contract duration and delivery time

Total 'Not

1 - Not at all 2 3 4 3 - Very DK/NA impartant
important important .
142

o Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB
° 424 424 424 424 424 424 424
@ o 19 2 18 18 31 5 28
e o 27 7 12 15 35 4 34
) FR 21 14 19 13 25 8 35
() T 9 7 24 25 32 3 16

Total
'Important
4+5'

Flash EB

424
49
50
38
57
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FLASH EUROBAROMETER 424

“Possible obstacles to using the euro in international trade

”

0Q13.3 How important are the following factors when choosing the euro as your invoicing currency? Please

indicate from 1 {not at all important) to 5 (very important):

The exchange rate volatility of the eurc

@ TOTAL
e e
) FR
() IT

1 - Not at all
important

Flash EB
424
17
21
18
11

Flash EB
424

9
9
7

11

Flash EB
424

21
15
21
27

Flash EB
424

18
16
16
22

5 - Very
important

Flash EB
424
27
28
31
23

DK/NA

Flash EB
424

8
11
7

Total 'Not
important
1+2'

Flash EB

424
26
30
25
22

Total
'Important
4+5'

Flash EB
424

a5
a4
47
as
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FLASH EUROBAROMETER 424

“Possible obstacles to using the euro in international trade

”

Q13.4 How important are the following factors when choosing the euro as your invoicing currency? Please

indicate from 1 {not at all important) to 5 (very important):

Interest rates

@ TOTAL
e e
) FR
() IT

1 - Not at all
important

Flash EB
424

28
44
28
12

Flash EB
424

14
8
14
22

Flash EB
424

17
17
20
13

Flash EB
424

13
8
11
19

5 - Very
important

Flash EB
424
19
10
19
28

DK/NA

Flash EB

424
9
13
8
6

Total 'Not
important
1+2'

Flash EB

424
42
52
42
34

Total
'Important
4+5'

Flash EB

424
32
18
30
47
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FLASH EUROBAROMETER 424

“Possible obstacles to using the euro in international trade

”

Q13.5 How important are the following factors when choosing the euro as your invoicing currency? Please

indicate from 1 {not at all important) to 5 (very important):

Macroeconomic shocks

@ TOTAL
e e
) FR
() IT

1 - Not at all
important

Flash EB
424

22
31
24
12

Flash EB
424

12
14
9
13

Flash EB
424

24
18
31
23

Flash EB
424

12
8
15
12

5 - Very
important

Flash EB
424
16
11
12
25

DK/NA

Flash EB

424
14
18

9
15

Total 'Not
important
1+2'

Flash EB

424
34
45
33
25

Total
'Important
4+5'

Flash EB

424
28
19
27
37
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FLASH EUROBAROMETER 424

“Possible obstacles to using the euro in international trade”

Q13x Any other factors?

Yes (PLEASE

SPECIFY)
Flash EB
% e
@ o 7
a o 11
O m 6
) g 3

No

Flash EB
424

92
85
94
26

DK/NA

Flash EB
424

1

4
1]
1
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

Q14 To what extent has the recent European sovereign debt crisis affected the use of the euro in your
invoicing practices? Please indicate from 1 (not at all affected) to 5 (very much affected):

1 Notat 5 - Very Total 'Not Total

I affocted 2 3 4 much DK/NA affected | 'Affected
all anecte affected 1+2 4+5'

o Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB
0 424 424 424 424 424 424 424 424
® o 65 8 13 6 5 3 73 11

&  oe 75 6 9 4 1 5 81 5

() = 71 10 8 6 5 0 81 11
() 1 49 8 22 9 10 2 57 19
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

Q15x What would have to change in order for you to start using the euro more in international trade?

Write down the

DK/NA
answer
o Flash EB Flash EB
Yo

424 424
® o 50 50
a o 13 87
() = 68 32
) g 68 32
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FLASH EUROBAROMETER 424

“Possible obstacles to using the euro in international trade”

Q1c Thinking about services you provide to entities based abroad, what percentage are intra-group?

Your
company
None Below 26% 26%-50% | 51%-75%  76%-100% does not
belong to a
group
o Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB
° 424 424 424 424 424 424
& WK 39 16 6 0 2 34

DK/NA

Flash EB
424

3

Total 'Share
of services
1-100%'

Flash EB
424

24
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

Q2c Which are your three largest exporting countries inside the euro area, as measured by value? (MAX. 3
ANSWERS)

Your
The Any other company
Ireland Germany France euro area does not DK/NA

Netherlands countries | export inside

the euro area

o Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB
° 424 424 424 424 424 424 424
& K 13 22 16 21 36 25 7
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

Q3c What approximate share of the services you provide to entities based abroad is inveiced in euro?

None Below 26% 26%-50% 51%-75% 76%-100% DK/NA
o Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB
° 424 424 424 424 424 424
& W 71 18 3 4 2 2

Total 'Share
of services 1 -
100%'

Flash EB
424

27
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

Q4c What is the approximate share of the services you provide to entities based abread that is inveiced in currencies

other than the euro or the British pcund, for example in U.S. dollars?

Nene Below 26% 26%-50% 51%-75%
% Flash EB Flash EB Flash EB Flash EB
° 424 424 424 424
o WK 69 17 a 4

76%-100%

Flash EB
424

3

DK/NA

Flash EB
424

3

Total 'Share
of services 1 -
100%'

Flash EB
424

28
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

Q5¢ Would you say that invoicing your provided or received services in euro with partners based abroad is
beneficial for your firm? Please indicate from 1 (not at all beneficial) to 5 (very beneficial):

Total 'Not
1 - Not at 2 3 4 S-Very | pk/NA | beneficial
all beneficial beneficial S
1+2
o Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB
° 424 424 424 424 424 424 424
éﬁ.’ UK 21 10 41 4 24 4] 31

Total
'Beneficial
4+5'

Flash EB
424

28
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

Q6c We would like to understand why you use the euro for invoicing the services you provide to entities based abroad. Do any
of these factors play a rele in your choice? (MULTIPLE ANSWERS POSSIBLE)

Sector
L Competitors | characteristics -
The recipient -
country is large use other e.g. this is the
L currencies and dominant Exchange risk | Other (PLEASE
and this is the DK/NA
your company | currency used | management SPECIFY)
currency used o
there has to keep up | for the specific
with them product
worldwide
o Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB
° 424 424 424 424 424 424
& uK 59 34 a8 38 21 14
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

Q7c In your sector who has the strongest bargaining power in setting the invoicing currency?

Depends case by

The invoicing | The customer The larger case DK/NA
entity being invoiced cocmpany (SPONTANEOUS)
o Flash EB Flash EB Flash EB Flash EB Flash EB
° 424 424 424 424 424
a5 uK a4 22 8 14 12
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

Q8c Do any of the following reasons play a role in your decision not to invoice in euro? (MULTIPLE ANSWERS PQOSSIBLE)

International

payment
Regulatory or infrastr_’ucture
legal reasons ) - restrictions (at | Your company
(in your or your Accounting Availability _of home or_ dogs not |n_v0|ce DK/NA
partner’s home reasons trade credit abroad) which in a foreign
country) force you to use currency
a currency
other than the
euro
% Flash EB Flash EB Flash EB Flash EB Flash EB Flash EB
424 424 424 424 424 424
& WK 11 31 6 14 33 27
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FLASH EUROBAROMETER 424

“Possible obstacles to using the euro in international trade”

Q9c¢ Are there any other trade practices which do not allow you to set the euro as an invoicing currency?

Yes (PLEASE

SPECIFY) No
o Flash EB Flash EB
Yo
424 424
ol
&4 w 4 94

DK/NA

Flash EB
424

2
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FLASH EUROBAROMETER 424

“Possible obstacles to using the euro in international trade”

Q10c Do you take measures to

Yes
% FIa:;4EB
& W 30

address exchange

No

Flash EB
424

65

rate risks in your international trade activities with entities based abroad?

DK/NA

Flash EB
424

5
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

Q11c Why do you not take measures to address exchange rate risks in your international trade activities?

Because Because Any other
hedging hedging reasons DK/NA
instruments are | instruments are (PLEASE
not available too costly SPECIFY)
o Flash EB Flash EB Flash EB Flash EB
° 424 424 424 424
a4 wk 2 17 63 18
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FLASH EUROBAROMETER 424

“Possible obstacles to using the euro in international trade”

Q12c.1 How important are the following factors when choosing the euro as your inveicing currency?

Please indicate from 1 (not at all important) to 5 (very important):

Transaction size

1 - Not at
all
important

Flash EB
424

UK 37

Flash EB
424

7

Flash EB
424

12

Flash EB
424

8

5 - Very
important

Flash EB
424

23

DK/NA

Flash EB
424

13

Total 'Not
important
1+2'

Flash EB
424

44

Total
'Important
4+5'

Flash EB
424

31
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FLASH EUROBAROMETER 424

“Possible obstacles to using the euro in international trade”

Q12c.2 How important are the following factors when choosing the euro as your inveicing currency?

Please indicate from 1 (not at all important) to 5 (very important):

Contract duration and delivery time

1 - Not at
all
important

Flash EB
424

UK 40

Flash EB
424

11

Flash EB
424

12

Flash EB
424

9

5 - Very
important

Flash EB
424

14

DK/NA

Flash EB
424

14

Total 'Not
important
1+2'

Flash EB
424

51

Total
'Important
4+5'

Flash EB
424

23
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FLASH EUROBAROMETER 424

“Possible obstacles to using the euro in international trade”

Q12c¢.3 How important are the following factors when choosing the euro as your inveicing currency?

Please indicate from 1 (not at all important) to 5 (very important):

The exchange rate volatility of the eurc

1 - Not at
all
important

Flash EB
424

UK 30

Flash EB
424

Flash EB
424

14

Flash EB
424

12

5 - Very
important

Flash EB
424

26

DK/NA

Flash EB
424

13

Total 'Not
important
1+2'

Flash EB
424

35

Total
'Important
4+5'

Flash EB
424

38

220



FLASH EUROBAROMETER 424

“Possible obstacles to using the euro in international trade”

Q12c.4 How important are the following factors when choosing the euro as your inveicing currency?

Please indicate from 1 (not at all important) to 5 (very important):

Interest rates

1 - Not at
all
important

Flash EB
424

UK 45

Flash EB
424

9

Flash EB
424

13

Flash EB
424

9

5 - Very
important

Flash EB
424

11

DK/NA

Flash EB
424

13

Total 'Not
important
1+2'

Flash EB
424

54

Total
'Important
4+5'

Flash EB
424

20
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FLASH EUROBAROMETER 424

“Possible obstacles to using the euro in international trade”

Q12c¢.5 How important are the following factors when choosing the euro as your inveicing currency?

Please indicate from 1 (not at all important) to 5 (very important):

Macroeconomic shocks

1 - Not at
all
important

Flash EB
424

UK 43

Flash EB
424

7

Flash EB
424

12

Flash EB
424

7

5 - Very
important

Flash EB
424

8

DK/NA

Flash EB
424

23

Total 'Not
important
1+2'

Flash EB
424

50

Total
'Important
4+5'

Flash EB
424

15
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FLASH EUROBAROMETER 424

“Possible obstacles to using the euro in international trade”

Q12cx Any other factors?

Yes (PLEASE

SPECIFY) No
o Flash EB Flash EB
Yo
424 424
= K 9 91

DK/NA

Flash EB
424

0
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

Q13c To what extent has the recent European sovereign debt crisis affected the use of the euro in your
invoicing practices? Please indicate from 1 (not at all affected) to 5 (very much affected):

- 5 - Very
1" f'\;Ottan 2 3 4 much
all afrecte affected
o Flash EB Flash EB Flash EB Flash EB Flash EB
° 424 424 424 424 424
& WK 83 3 7 a 2

DK/NA

Flash EB
424

1

Total 'Not
affected
142

Flash EB
424

86

Total
'Affected
4+5'

Flash EB
424

6
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FLASH EUROBAROMETER 424 “Possible obstacles to using the euro in international trade”

Q14cx What would have to change in order for you to start using the euro more in international trade?

Write down the

DK/NA
answer
o Flash EB Flash EB
° 424 424
= UK 63 37

Appendix E. Description of variables
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Variable
exports

employment

turnover

turnover classes

exports
(% turnover)

imports
(% turnover)

Exports extra-

euro

Description
firm’s share of exports invoiced in euro;
in classes which correspond to the
following values:

The number of full-time employees
currently employed in a firm; in classes
which correspond to the following
values:

firm’s turnover; in euros

firm’s turnover; in classes which
correspond to the following values:

firm’s exports in the last fiscal year; as
percentage of its turnover, in classes
which correspond to the following
values:

firm’s imports in the last fiscal year; as
percentage of its turnover, in classes
which correspond to the following
values:

firm’s percentage of exports outside the
euro area, in classes which correspond
to the following values:

Classes
1 None
2  Below 26%
3 26%-50%
4  51%-75%
5 76%-100%
1 1to9employees
2 10to 49 employees
3 50to 249 employees
4 250 to 499 employees
N/A
1 100,000 euros or less
2 More than 100,000 to 500,000 euros
3 More than 500,000 to 2 million euros
4 More than 2 million euros
1 None
2  Below 26%
3 26%-50%
4  51%-75%
5 76%-100%
1 None
2  Below 26%
3 26%-50%
4  51%-75%
5 76%-100%
1 None
2  Below 26%
3 26%-50%
4  51%-75%
5 76%-100%
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Imports extra-
euro

Exports intra
group

Switzerland

Turkey

USA

Settlement

Euro beneficial

Large recipient

Competitors

Sector

firm’s percentage of imports from
outside the euro area, in classes which
correspond to the following values:

firm’s percentage of exports that went
to intra group partners, in classes which
correspond to the following values:

Dummy taking the value 1 if Switzerland
is among the firm’s three largest
exporting countries

Dummy taking the value 1 if Turkey is
among the firm’s three largest exporting
countries

Dummy taking the value 1 if USA is
among the firm’s three largest exporting
countries

Dummy taking the value 1 if the main
currency that the firm uses to settle
their exports is the same as the main
currency that they use to settle their
imports purchases from outside the
euro area

Firm was asked if trade invoicing of
exports and imports in euro with
partners outside the euro area is
beneficial for their company on a scale 1
to 5 (with 5 representing “very
beneficial” and 1 “not at all beneficial”).
The variable is a dummy consisting of
firms that declared 4 and 5.

Dummy taking the value 1 if the firm
uses a currency other than the euro
because the recipient country is large.

Dummy taking the value 1 if the firm
uses a currency other than the euro
because the competitors use other
currencies and the firm wants to keep up
with them

Dummy taking the value 1 if the firm
uses a currency other than the euro
because it is a characteristic of the
specific sector

None

Below 26%

26%-50%

51%-75%

76%-100%

None

Below 26%

26%-50%

51%-75%

76%-100%

Very beneficial

Otherwise
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Exchange risk

mgt

Exporter

Importer

Largest company

Regulatory

Accounting

Trade credit

Payment

infrastructure

Transaction size

Duration

Euro volatility

Dummy taking the value 1 if the firm
uses a currency other than the euro
because it is the firm’s exchange risk
management

Dummy taking the value 1 if the firm
declared that in their sector the
exporter has the strongest bargaining
power.

Dummy taking the value 1 if the firm
declared that in their sector the
importer has the strongest bargaining
power.

Dummy taking the value 1 if the firm
declared that in their sector the largest
company has the strongest bargaining
power.

Dummy taking the value 1 if the firm
declared they invoice in a foreign
currency due to regulatory or legal
reasons (home or abroad)

Dummy taking the value 1 if the firm
declared they invoice in a foreign
currency due to accounting reasons

Dummy taking the value 1 if the firm
declared they invoice in a foreign
currency due to availability of trade
credit

Dummy taking the value 1 if the firm
declared they invoice in a foreign
currency due to payment infrastructure
restrictions

Firm was asked how important is the
“transaction size” factor when choosing
the euro as their invoicing currency, on
a scale 1to 5 (with 5 representing “very
important”).

Firm was asked how important is the
“contract duration” factor when
choosing the euro as their invoicing
currency, on a scale 1 to 5 (with 5
representing “very important”).

Firm was asked how important is the
“exchange rate volatility of the euro”
factor when choosing the euro as their
invoicing currency, on a scale 1to 5 (with
5 representing “very important”).

Not at all important

Very important

Not at all important

Very important

Not at all important
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Macro shocks

Exchange risk
measures

Hedging
instruments

Crisis

Firm was asked how important is the
“macroeconomic shocks” factor when
choosing the euro as their invoicing
currency, on a scale 1 to 5 (with 5
representing “very important”).

Dummy taking the value 1 if the firm
takes measures to address exchange
risks in their international trade
activities

Dummy taking the value 1 if the firm
does not takes measures to address
exchange risks in their international
trade activities because hedging
instruments are not available

Firm was asked to what extend has the
recent European debt crisis affected the
use of the euro in their invoicing
practices, on a scale 1 to 5 (with 5
representing “very much affected”).

Very important

Not at all important

Very important

Not at all affected

Very much affected
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Appendix F: Empirical estimations

Appendix F1: Mechanical engineering industry

Table 1. Export destination & Influencing factors (mechanical engineering industry)
(1) (2) (3) (4) (5)

Employment -0.002** -0.002** -0.002** -0.002** -0.001
(0.001) (0.001) (0.001) (0.001) (0.001)
Switcherland 4.744%** - - - -
(0.184)
Turkey - 4.465%** - -
(0.187)
USA - - -0.542** - -
(0.222)
Settlement - - - -0.239 -
(0.342)
Euro beneficial - - - - 0.438*
(0.230)
Observations 174 174 174 116 161

Note: The table presents the results of ordered probit regressions with robust standard errors. The dependent variable is the share of
exports invoiced in euro; country dummies are included in all regressions. T-statistics are reported in the parenthesis. *, **, *** indicate
significance at 10, 5 and 1 percent levels, respectively.

Table 2. Trade & economic factors (mechanical engineering industry)
(1) (2) 3) (4) (5)

Employment -0.002** -0.002** -0.002** -0.002** -0.002**
(0.001) (0.001) (0.001) (0.001) (0.001)

Transaction size 0.033 - - - -
(0.075)

Duration - -0.014 - - -

(0.074)
Euro volatility - - -0.099 - -
(0.073)
Interest rates - - - -0.055 -
(0.079)
Macro shocks - - - - -0.102
(0.083)
Observations 161 165 163 159 148

Note: The table presents the results of ordered probit regressions with robust standard errors. The dependent variable is the share
of exports invoiced in euro; country dummies are included in all regressions. T-statistics are reported in the parenthesis. *, **, ***
indicate significance at 10, 5 and 1 percent levels, respectively.
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Table 3. Hedging & Crisis (mechanical engineering industry)
(1) (2) (3) (4)

Employment -0.001 -0.003 -0.001 -0.002**
(0.001) (0.002) (0.002) (0.001)

Exchange risk measures 0.381 - - -
(0.322)

Hedging instruments - 0.719 - -

(0.573)
Hedging costly - - 0.223 -
(0.510)
Crisis - - - -0.253
(0.331)
Observations 53 22 22 167

Note: The table presents the results of ordered probit regressions with robust standard errors. The dependent variable is the share
of exports invoiced in euro; country dummies are included in all regressions. T-statistics are reported in the parenthesis. *, **, ***
indicate significance at 10, 5 and 1 percent levels, respectively.
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Appendix F2: Electrical engineering industry

Table 1. Trade & economic factors (electrical engineering industry)
(1) (2) 3) (4) (5)

Employment -0.001* -0.001 -0.001* -0.001** -0.001*
(0.001) (0.001) (0.001) (0.001) (0.001)
Transaction size 0.034 - - -
(0.121)
Duration - 0.001 - - -
(0.113)
Euro volatility - - 0.037 - -
(0.124)
Interest rates - - - 0.025 -
(0.131)
Macro shocks - - - - 0.137
(0.136)
Observations 55 60 59 57 54

Note: The table presents the results of ordered probit regressions with robust standard errors. The dependent variable is the share
of exports invoiced in euro; country dummies are included in all regressions. T-statistics are reported in the parenthesis. *, **, ***
indicate significance at 10, 5 and 1 percent levels, respectively.

Table 2. Hedging & Crisis (electrical engineering industry)
(1) (2) (3) (4)

Employment 0.002 - - -0.001*
(0.002) (0.001)

Exchange risk measures -0.215 - - -
(0.610)

Hedging instruments - - - -

Hedging costly - - - -

Crisis - - - -0.166
(0.151)

Observations 21 - - 62

Note: The table presents the results of ordered probit regressions with robust standard errors. The dependent variable is the share
of exports invoiced in euro; country dummies are included in all regressions. T-statistics are reported in the parenthesis. *, **, ***
indicate significance at 10, 5 and 1 percent levels, respectively.
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Appendix F3: Finance industry (UK firms)

Table 1. Export destinations & Influencing factors (finance industry)
(1) (2) (3) (4) (5)

Employment 0.004** 0.002 0.004** 0.004** 0.001
(0.002) (0.002) (0.002) (0.002) (0.002)

Ireland 0.384 - - - -
(0.412)

Germany - 0.945*** - - -

(0.317)
Netherlands - - 0.612** - -
(0.298)
France - - - 0.004 -
(0.317)
Euro beneficial - - - - 0.869*
(0.512)
Observations 98 98 98 98 27

Note: The table presents the results of ordered probit regressions with robust standard errors. The dependent variable is the share of
exports invoiced in euro; country dummies are included in all regressions. T-statistics are reported in the parenthesis. *, **, *** indicate
significance at 10, 5 and 1 percent levels, respectively.

Table 2. Determinants & Bargaining power (finance industry)

(1) (2) (3) (4) (5) (6) ()

Employment 0.001 0.001 0.001 0.002 0.003 0.003 0.004**
(0.002) (0.002) (0.002) (0.002) (0.002) (0.002) (0.002)

Large recipient 0.922 - - - - - -
(0.796)

Competitors - 0.259 - - - - -

(0.463)
Sector - - -0.477 - - - -
(0.456)
Exchange risk mgt - - - 0.547 - - -
(0.477)
Exporter - - - - -1.513%** - -
(0.402)
Importer - - - - - 0.757%** -
(0.293)
Largest company - - - - - - 1.357***
(0.390)
Observations 27 27 27 27 86 86 86

Note: The table presents the results of ordered probit regressions with robust standard errors. The dependent variable is the share of
exports invoiced in euro; country dummies are included in all regressions. T-statistics are reported in the parenthesis. *, **, *** indicate
significance at 10, 5 and 1 percent levels, respectively.
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Table 3. Trade & economic factors (finance industry)
(1) (2) (3) (4) (5)

Employment 0.005** 0.005** 0.004** 0.004** 0.004**
(0.002) (0.002) (0.002) (0.002) (0.002)

Transaction size 0.149** - - - -
(0.074)

Duration - 0.234%** - - -

(0.082)
Euro volatility - - 0.106 - -
(0.074)
Interest rates - - - 0.173** -
(0.084)
Macro shocks - - - - 0.237%**
(0.092)
Observations 85 84 85 85 76

Note: The table presents the results of ordered probit regressions with robust standard errors. The dependent variable is the share
of exports invoiced in euro; country dummies are included in all regressions. T-statistics are reported in the parenthesis. *, **, ***
indicate significance at 10, 5 and 1 percent levels, respectively.

Table 4. Hedging & Crisis (mechanical engineering industry)
(1) (2) (3) (4)

Employment 0.002 0.007 0.009 0.004**
(0.002) (0.010) (0.011) (0.002)

Exchange risk measures 1.337*%** - - -
(0.314)

Hedging instruments - 1.666*** - -

(0.322)
Hedging costly - - 0.566 -
(0.468)
Crisis - - - 0.220
(0.490)
Observations 93 53 53 97

Note: The table presents the results of ordered probit regressions with robust standard errors. The dependent variable is the share
of exports invoiced in euro; country dummies are included in all regressions. T-statistics are reported in the parenthesis. *, **, ***
indicate significance at 10, 5 and 1 percent levels, respectively.

234




Europe Direct is a service to help you find answers to your questions about the European Union

Free phone number (*): 008006 789 10 11
(*) Certain mobile telephone operators do not allow access to 00 800 numbers or these calls may be billed.

A great deal of additional information on the European Union is available on the Internet.
It can be accessed through the Europa server http://europa.eu

How to obtain EU publications

Our publications are available from EU Bookshop (http://bookshop.europa.eu),
where you can place an order with the sales agent of your choice.

The Publications Office has a worldwide network of sales agents.
You can obtain their contact details by sending a fax to (352) 29 29-42758.


http://bookshop.europa.eu/

Publications Office

-
i
=2
»
N
~N
N
ul
+
m
=
=2

JRC Mission

As the Commission’s
in-house science service,
the Joint Research Centre’s
mission is to provide EU
policies with independent,
evidence-based scientific
and technical support
throughout the whole
policy cycle.

Working in close
cooperation with policy
Directorates-General,

the JRC addresses key
societal challenges while
stimulating innovation
through developing

new methods, tools

and standards, and sharing
its know-how with

the Member States,

the scientific community
and international partners.

Serving society
Stimulating innovation
Supporting legislation

doi:10.2788/118704
ISBN 978-92-79-55341-7





