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RISKS OVER LONGER HORIZONS
Your commitment to your supplier/customer may last longer than a year.

For example, you finance leases over 5-year terms.
Your contract of trust on your supplier extends over 3 years.

We have built failure scores over longer time horizons: 2 years, 3 years and 5 years.

So we measure the risk over these longer periods, « I can fail in more than 1 year but in less than 5 years ».

FAILURE SCORE
Ellisphere has built a default score for French companies.

The aim is to determine if a company will go bankrupt in the 
next 12 months*.

Our clients can therefore know whether a B2B supplier or a 
customer has a high probability of default in the short term.

* We also have 2 years, 3 years, 5 years default scores.

WHY A FAILURE SCORE?
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Let’s take the example of a company selling forklift.

Let’s say the company sells its forklift for €10,000 and buys it for €8,000.
Then, the gross sales margin is €2,000.

If your customer orders a forklift from you (supplier), and goes bankrupt 
then, he won’t pay you.

You will have lost €8,000, and you will need 4 additional sales just to 
recover from this loss.
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Consider another example. You manufacture and sell aluminum alloy parts.

You buy aluminum from a single supplier.

If your supplier goes bankrupt, you will no longer be able to manufacture 
your parts, and no longer be able sell them. You will also go bankrupt.
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SCORE BUILDING

THE DIFFERENT MODELS
There are different score models depending on the maturity of the company.
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OUR FAILURE SCORE
The size of the databases and the computing capacities 
have literally exploded.

New algorithms have been developed and are now being 
used operationally.  The quality of the models may be 
more important than the full explanatory power.

The databases are structured and easily searchable. 
They are medium-sized databases.

The results of these algorithms are fully explainable.

The model is designed by rules developed 
by experts.
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HOW DOES THE MODEL WORK?
The objective is to solve the opposite mathematical equation.

f  is a function that manages to best explain the observed Y 
(the failure);

Y is a probability (value between 0 and 1) of having correctly 
identified the failure.

^

Y  = f (X)^

DATA USED IN OUR MODEL
500 indicators used

LEGAL EVENTS
(last safeguard procedure, number of 

establishment closures, etc.)

PAYMENT EXPERIENCES
(unpaid bills or tax obligations,...)

FINANCIAL DATA
(balance sheet, reported sales)

MACRO-ECONOMIC 
INDICATORS

THE PROFILE
(number of employees, legal form, sector of 

activity, date of creation, etc.)

SIREN
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SCORE NOTES
The score provides a probability of default at a 12-month horizon.

We aggregate the proximity probabilities to obtain a score:

Risk class Very high High / Medium Medium / Low Low / None

Grade 1 2 3 4 5 6 7 8 9 10

Probability ≥ 0,2 ≥ 0,063
< 0,2

≥ 0,036
< 0,063

≥ 0,019
< 0,036

≥ 0,0099
> 0,019

≥ 0,0045
> 0,0099

≥ 0,0017
> 0,0045

≥ 0,0008
> 0,0017

≥ 0,0004
> 0,0008 < 0,0004

% of companies 0,3% 2,4% 2,7% 4,2% 4,7% 9,7% 23,8% 23,4% 25,6% 3,3%

Expected default 
rate over one 
year

25% 10% 4% 2% 1,3% 0,7% 0,4% 0,15% 0,05% 0,02%

SCORE UPDATES
A company’s score is updated regularly.

If an indicator used in the score has changed.

 - New reports received;
 - New payment incidents;
 - Change of legal form.

If a significant legal event or judgment occurs.

 - Legal redress, compulsory liquidation, cessation of activity, …
 - Recovery Plan;
 - Transition from one state to another.

If the last available balance sheet is older than 30 months.

At least once every 12 months.
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If a significant legal event or judgment occurs.

 - Legal redress, compulsory liquidation, cessation of activity, …
 - Recovery Plan;
 - Transition from one state to another.

If the last available balance sheet is older than 30 months.

At least once every 12 months.

CREDIT ADVICE
We offer a recommended credit advice: average monthly 
outstanding amounts, adapted to the business volumes usually 
exchanged between the company and its suppliers.

The formula for calculating this outstanding amount is based on 
the amount of annual purchases made by the company in a year. 
The calculated credit opinion is then weighted by the probability 
of default of Ellisphere’s standard 1-year score.

As standard, the maximum credit advice calculated by Ellisphere 
is 300,000 €.

COMMENTS

The score is associated with 
an explanatory comment.

The evolution of a score also 
leads to a commentary, called 
evolution.
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