
 

 

 

 

Building the RF industry with a war in Europe, instability in Asia, racing 
inflation and a pandemic that hasn’t quite gone away… 
 
A personal viewpoint from John Brehcist, Co-founder of World of Open Account in 
anticipation of the 4th Annual Convention in Mainz 19/20 September 2022 
 

 

Where are we now? 

It seems to be a simple and obvious truth to say that our Industry, has been experiencing an 
unprecedented period of instability and pressure over the last couple of years.  
 
Until recently, the most dramatic impact had been felt at the time of the 2008/2009 financial crash; 
the impact of this was of course huge, but it was single sourced and (although it did not feel like it at 
the time) was relatively quickly overcome by a combined and coordinated global effort to re-establish 
financial stability. 
 
Now we find ourselves in a more complex and even more challenging situation. From the dramatic 
impact and market damaging effect of COVID in 2020, to the recovery in 2021 and since the ongoing 
and unpredictable effects of the war in Ukraine, we have seen a rollercoaster effect. 
 
As we learn to understand better the likely outcomes of a protracted Russian invasion of Ukraine and 
the expected scenario that it will not now be resolved rapidly, the associated negative influences look 
to have serious long-term consequences for the economy, not just in Europe, but beyond.  
And this uncertainty is likely to remain whilst we have an unstable and unpredictable environment 
with an economic prospect which is highly volatile. Fuel prices have been rising to uncharted levels 
as a result of the weaponization of gas exports. Grain commodity prices are still reacting to the 
stranglehold of supplies and concerns regarding next year’s harvests.  
 
This rapid increase in prices has raised the spectre of rampant inflation across Europe, creating a 
corrosive influence, one which both erodes the purchasing power of individuals but which also forces 
government/central banks to adapt their monetary policy and increase interest rates, which in turn 
puts negative pressure of growth…  
 
Of course, it is not just here in Europe that is subject to pressure either; market disruption and the 
doctrinaire approach to COVID containment measure in China, all have had a seriously negative 
impact on its growth prospects too. Add to that the sabre rattling in the South China Sea and we 
have a potentially incendiary mix. 
 
Is this assessment being unduly pessimistic?  
 
It’s true that recently the prices of some commodities have come down somewhat from their recent 
stratospheric peaks, but it remains the case that the EU economy remains vulnerable because of its 
high reliance on Russian oil and gas. And although for now consensus forecasts still indicate overall 
GDP growth in Europe this year, the uncertainty felt is real, and this is very likely both to affect 
business investment levels and private consumption. Suddenly that new coffee maker doesn’t seem 
quite so important when you worry that you cannot afford to heat your home. 
 
So let’s take a look at some of the numbers that underpin where we are now. 
 
According to the EU’s statistics:  
“Overall, real GDP is forecast to grow by 2.7% in 2022 and 1.5% in 2023 in the EU and by 2.6% in 2022 
and 1.4% in 2023 the euro area. The projected annual growth rate for this year is propped up by the 



 

 

 

 

momentum gathered with the recovery of last year and a stronger first quarter than previously 
estimated.” 
 
Economic growth in Europe in the first quarter fits with this forecast, although it is likely to have 
softened in the second quarter with an indication of some further strengthening (on an assumption 
that commodity prices have peaked) later in the year. Whether this is too optimistic is a moot point, 
but the figure of 2.7% is already a downward revision of nearly 1% from the EU’s Spring forecast. 
 
The EU also believes that inflation will peak around an average figure of 8.3% across the EU before 
slipping back to a slightly more tolerable 4.6% in 2023. These figures, which are up more than 1% from 
the EU’s spring forecast assume that as energy prices and supply constraints reduce, inflation will 
accordingly decline steadily. 
 
But hidden here in the average is a very significant variation in the expected levels of inflation; there 
is a distinct east west split, with western Europe below the average and Eastern above. 
 

  
Source: Eurostat, EC-GISCO 
The significance of this inflation will be looked at later as we try to assess the impact on Receivables 
Finance in Europe. It must be said that certain observers believe that the EU projections are overly 
optimistic. 
 
Receivable Finance and the economy 
 
The relationship between RF turnover volumes and the size of the economy (GDP Penetration) is an 
importantly recognised metric within the Industry, one which is used to compare and contrast its 
relative states of development from country to country, region to region. The author of this report is 
generally accepted to have created this concept, when back in the early 2000s he was looking at 
European opportunities to expand an established receivables finance business. It is a simple measure, 
but one which allows comparison between countries, regions and the world industry. Originally IFG, 
then the EUF and then FCI (organisations where he worked as a consultant), have all since adopted 
the approach, and it is now regularly used, monitored and discussed. 
 
The EUF now regularly collects this data and for 2021, this showed it to be an average of 11.1% across 
Europe, 11.4% across the EU and 12.4% across its members and partners. This compares with a global 
average in the order of 4%, demonstrating clearly that Europe is the most developed geographic 
region. 
 
This said, the overall average hides major variations in Europe with, for example, new markets like 
Croatia at around 2% and established markets like Belgium, Spain and Portugal at around 16%.  



 

 

 

 

But the relationship between RF turnover and GDP is more profound than simply being a reflection 
of the local industry’s stage of development and potential. 
 
The author has also undertaken research which shows there is a clear positive correlation between 
the rate of growth of an economy and the rate of growth of the RF industry in that economy. (I note 
with some satisfaction that this analysis has now been adopted by other organisations in the RF 
industry!)  
 
The following graph shows the relationship between GDP growth and RF growth since 2006 in 
Europe. 
 

 

Source:  
 
The analysis shows that there is an immediate visual correlation between the two variables with a 
fairly high degree of mutual tracking; RF growth has generally been higher than the GDP growth rate 
(by around 5% as seen in the relatively stable period between 2012 and 2019), whilst the RF change is 
more volatile than the GDP change. 
 
A linear regression correlation analysis shows the relationship in more detail. The following graph 
plots each year’s two data points (GDP Growth%, RF growth %) and a line of best fit. 



 

 

 

 

 

Source:    
 
This analysis gives a more profound insight; it confirms that the relationship has a strong positive 
correlation (r = 0.74), that for every 1% of growth/reduction in GDP, we may expect to see 
approximately a 1.75% increase/reduction in RF volumes. Of course, other influences will impact the 
final relationship, but this shows a key driver of RF performance is the economy; when the economy 
is good RF will be too; when the economy performance is poor, RF will suffer.  
The analysis also confirms the qualitative view from the first graph that, over the period, the base 
growth of RF was around 5% higher than that of the underlying economy. 
 
Power of prediction 
 
So far, so academic. 
 
For a bit of audience entertainment, at the WOA 3rd Annual Convention held in Vienna in October 
2021, we used the relationship to predict what the level of RF turnover for Europe for the whole year 
2021 would likely be.  
 
Bear in mind that the year before, in 2020, the impact of COVID lockdowns had seen the largest 
contraction in the market since the financial crash in 2008/9, taking the overall European turnover 
down from €1890Bn in 2019 to €1786Bn in 2020. 
With that level of volatility and uncertainty, how would the prediction fare? 
 
Based on the publicly available consensus half year economic forecasts for GDP growth, using the 
model we predicted – at least six months before knowing what the figure actually would be - it would 
be in the range between €2025Bn to €2050Bn. The figure in reality? €2030Bn.  
This is the first and only time anyone has used a mathematical/statistical model to forecast the 
turnover of the Industry. It was especially interesting to see the successful level of accuracy given the 
extraordinary volatility that the market had experienced in the preceding two years. 
 
So what for the coming year? 
Currently the economic forecast for the year suggests an expected average growth rate across 
Europe of around 2.7%, but of course this overall average hides much variation in individual country 

     
      

      
      

                             
                      
                         
                     

                             
                               
                         



 

 

 

 

performances; clearly local influences will have a significant impact on local results, even if the overall 
predictive powers for the Region remain.  
 
I will be delighted to discuss an updated forecast for European RF turnover the year 2022 with 
attendees at the 4th WOA Annual Convention. We at WOA are of course very interested to hear 
people’s views about their market expectations. What do you think will happen? 
 
Other drivers of change in Receivables Finance volumes – Inflation 
 
The forecasting position this year is complicated by the fact that, for the first time in the last 
seventeen years (the period I have used to create the predictive model), inflation will be approaching 
double figures. Until now we have been fortunate to live in an unprecedentedly extended period of 
low inflation. 
 
In a parallel analysis to the relationship between RF growth and GDP growth, I have looked to see if 
there was any comparable relationship between RF growth and inflation over the last 17 years. Unlike 
the former, where the relationship is very strong and positively correlated, I can confirm that there is 
no statistically significant relationship between RF growth and inflation in this period. Perhaps 
counter-intuitively, these two variables have not been importantly correlated. 
 
Received wisdom suggests that high inflation will lead to a reduction in GDP when measured by 
Purchasing Power; the argument is that higher prices lead immediately to a lower consumption 
capacity. But there is less clarity when inflation is measured against Nominal GDP; some suggest that 
at first higher prices may lead to higher volumes, but as consumption and investment reduce, so 
would Nominal GDP. If that is so, it is not unreasonable to assume that we may see a high inflation 
rate feeding increased prices through to an increased RF turnover, even if that increase is purely 
numerical rather than indicating a real growth in trade.  
 
The question is of course the degree to which such high inflation, (and the fiscal policies designed to 
control it, including interest rate increases) will then dampen demand as consumption and 
investment reduce, and therefore in turn depress RF turnover.  
And if this interpretation is proven true, then it is also the case that those countries experiencing 
relatively higher levels of inflation are likely to see greater volatility in RF turnover than their lower 
inflation peers until the economic situation stabilises.   
 
Again, we look forward to hearing the views of attendees who can share their ideas and expectations 
on the effects of rampant inflation on our Industry. 
 
 
 
Other drivers of change in Receivables Finance volumes – Supply Chain disruption 
 
Supply chain disruption has been widespread and broad based, and its impact has been significant 
in potentially suppressing the ability to meet demand; for example, this has been particularly obvious 
in the automotive industry, where the shortage of semiconductor chips has strangled supply and 
sent the prices of second-hand vehicles into previously uncharted levels.  
 
However, a more subtle effect of the disruption has been the realisation that if there are question 
marks over the efficiency of the chain, then a “Just in Time” approach to operations becomes 
increasingly high risk. Accordingly, there has been a movement to diversify chains (so that if one 
breaks, another can quickly replace it) and to create a “Just in Case” approach. This of course requires 
increasing the level of operating inventory. In turn, these developments are increasing the demand 
for working capital, which of course is a requirement that the RF industry is uniquely well placed to 
satisfy. 
 
 
 



 

 

 

 

What then the future? 
 
To quote the well-known US investor Warren Buffet, “all times are uncertain; it’s just that you don’t 
know it”. He was talking of course about the unpredictability of events, and for sure this year has so 
far proved to be both shocking and surprising.  
 
At a macro- economic level, the impact and likely repercussions of the Ukraine war on economies, 
commodities, fuel and gas, disrupted supply chains have all created and will continue to provide 
uncertainty. The relationship between China and the USA remains a potential fault line, as does the 
performance of the Chinese economy itself. And of course, as we continue to experience periods of 
unprecedented temperatures and wildfires, there’s an increasing awareness of the developing 
impact of climate change.  
 
With all this, it is quite possible to feel pessimistic; but at the same time, I believe we can remind 
ourselves that innovation and invention can drive positive rapid change (for example think of the 
astonishing progress in the development of the Covid vaccination); and that we are privileged to work 
in an industry that is able to fund and support the building of economies, and the creation of both 
wealth and employment. 
 
Digitisation is clearly one of the principal disrupting and energising influences in the industry right 
now, affecting a range of issues like KYC, onboarding speed, risk assessment, fraud reduction, whilst 
AI and machine learning solutions are becoming instrumental in reducing risks within the supply 
chain, with applications include credit risk and liquidity management. 
 
At the same time, the way the solutions are delivered will continue to evolve rapidly, and the 
developing range of technology which supports means that there will be greater integration within 
the supply chain from beginning to end. Some traditional manual products may be lost, but new 
solutions will take their place. 
 
Do you share these perceptions? Or do you think it’s going to be very different for the picture I have 
painted? We look forward to discussing all these ideas, and to hear our audience participants share 
their thoughts in Mainz. Our panels of renowned experts will also update you with their real-world 
knowledge; and give the latest news and developments. 
 
Do come and join us for what will be world leading Industry debate. Please look at the website for the 
detailed programme; it really is not to be missed! 
 
John Brehcist  
Co-founder, World of Open Account WOA  
www.woa.community 
 
WOA is the digital networking and learning community for businesses and professionals involved or 
interested in Open Account Receivables Finance (such as factoring, invoice finance, trade finance, 
supply chain finance, service providers, investors...)  

What makes us different? We are open and accessible to all. Collaboration-based and digitally driven, 
we are focused on innovation and sharing knowledge. No silos, and completely non-elitist. 

 
 
 


