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TXF: What state do you view the trade
finance sector in at the present time - and
how is your business developing?
During the GFC (global financial crisis)
trade banks overall failed to provide fi-
nance to the market as they had done so
in the past. Since then, many banks have
largely focused on core relationship busi-
ness. Is this the new norm? What lessons
have been learned?
Business overdll hus never been brighter.
After the 2008-2009 turmoil of the finuncial
crisis frude, it has reully come out of the
shude into u tunyible business thut people
understand. We dedl with the flow of
goods und world trade helps overcome
the globul crisis und we us trude finunciers
are directly involved und cun yive redl
vdlue in the entire value chuin. This is good
for our business — und it is somethinyg we
cun see in our results. It is especiully the
cuse in supply chuin finunce, which is the
innovative purt of our business und trude -
us this is picking up in volume redlly well.
Trade finunce is un atftractive usset
cluss to be in —und Muny bunks recoyghise
this. Conhsequently there is u lot of compe-
tition, so prices us such yo down und with
respect to liquidity, one could say thut ut
the moment there is over-liquidity in the

market. Economies dre dlso picking up
und many clients are well prepared.

Our business flows ure improving. The
whole ygroup hus put u strategic focus on
fransuction bunking — and it is one of the
cornherstones of our struteyic endeuvours.
We see u lot of munhuygement attention
und resource ullocution ut the sume time.
This puays off as we dre in u growth business.

TXF: What do you see as the biggest hin-
drance to the provision of trade finance
today, and what are you doing about it?
We see u humber of chullenyes. First of dll
we have to understund that we are deul-
ing with u rather hew concept — u con-
cept that dedls with d holistic approach.
And by this | meun we have to consider
aund combine products that in the pust
have been sepurated from the overdll
frade picture — rather as silos. Likewise, our
clients were orgunised us such ulso - they
had the finance depurtment, the procure-
ment depaurtment, IT, legyul and account-
iny etfc.

To briny the people toyether to intro-
duce u common understunding that dll the
various pieces huve to work togyether — this
hus arguubly been the bigyest challenge.
So we have hud to expluin that we have to
upply u rather holistic, thun u singular prod-
uct driven upprouch to optimise the value
chadin,and reduce operational risks und un-
leush liquidity ulony the value chain.,
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TXF: Regulatory requirements have forced
banks to re-examine their capital require-
ments and overall lending activities. How
do you view your bank in this regard, and
how do you think the tfrade banking sector
is placed overall?

| guess the industry woke up. Whut the in-
dustry hus donhe und is doinhy is to join
forces — hot only bunks, but other stuke-
holders like the ICC for exumple — und ex-
pluin what we dre doiny. The trude
business used to be u niche business, but
we huve moved awdy from that and we
dre how much brouder und vitdl business.
So we huve hud to gyo to the regulutors
und expluin whut we dre doinyg — und we
are well advanced in that didlogue.

My persondl view is that us finuncial in-
stitutions we have to stop complaining
ubout the regulutory environment und we
have to prove to the regulutors that our
business is a good business with respect to
vulue generation und risk awadreness.

TXF: With global supply chains ever-more
complex, are the supply chain finance so-
lutions available, and the provision of
those, sufficient to meet the demands of
corporate treasurers? What additional
fools are you employing fo assess corpo-
rate risk?

First of dll we need to understund whut are
the driving forces of our clients. The key

issue here is aun eusy infeyration of our
products und services. And whut our
clients do is to try und deul with these ever-
more complex supply chains by managing
dll the intrinsic risks. Our clients do un awful
lot of work in order to electrify the supply
and value chains.

We us financidl institutions have fo un-
derstund that we need to pluy into this
electrification. At the moment with letters
of credit, we usk for paper — but what our
clients ure doinyg is trying to eliminute
paper. So we have to yet used to these
developments.

| recently uttended u procurement

conference, where | wus the only bunker,

und | leurned that at this very time there is
u revolution taking place in the supply
chuin —there is un explosion of technoloyy.
Every 10 years the amount of data in the
supply chuin is expunded 1,000 times. So
electronic dutu, muss duty, this is some-
thing we have to dedl with and with simple
solutions getting plugyed in to the supply
chuain.

These discussions ure goiny on dll the
time with our clients. And we have started
to try and yet into u didlogue with the pro-

curement people, because in the pust,

bunkers would only talk with corporate fi-
nancinyg department — as it was u kind of
closed shop. We huve hud to breuk this
U, so that dll parties are together and we

Our clients do an awful lot of work in
order to electrify the supply and value
chains. We as financial institutions have to
understand that we need to plug into this
electrification. At the moment with letters
of credit, we ask for paper - but what

our clients are doing is trying to

eliminate paper.
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have this inter-cultural divulogue. There hus
been u big educutionul and awareness
progrumme on dll sides.

We dlso huve to be multi-participunt
cupuble — we cunnot solely rely on bunk
proprietary solutions. Our clients want
multi-bunk and multi-participunt solutions
and we have tuken this on board.

TXF: As further trade corridors and trade
flows develop, how can you as a bank
help all the parties involved in the flow of
goods? How do you see involvement of
MFIs (multilateral financial institutions) in
this space and are you able and willing to
partner with them in such schemes?

New corridors that have opened up pres-
ent u whole nhew window of ussociuted
risks. We ulways uppreciute that when vol-
umes increuse, then so do the risks. We dlso
know that it is important to find purthers
that cun help munuge those risks for us.
Teuming up with multiluteral development
institutions or any kind of risk tuker that cun
bring vulue-added to the whole vulue

chdin und we make use of these resources
when avdiluble,

But we dlso look ut tfransactions on their
owh merit — and we follow the golden
bunkiny rules — does the deul stack up?
And of course we follow our strateyic gouls
in that we want to support the trade flows
of our corporute clients in our core murkets.

So, for exumple u pure Chinu-Angolu
transaction where there is no linkage to
our core murkets would hot be within our
parameters — even if there was u body
such us IFC on one side.

TXF: How much is technology/tech inno-
vation helping the provision of frade and
supply chain finance? Have tech innova-
tions delivered? What further opportunities
do you see to improve efficiency and your
offering to clients?

As | mentioned eurlier, our clients try every-
thing to uvoid mediu friction und to in-
creuse electrification. New technholoyy
helps dll purties to pluy in to the systems of
our clients, supply chain processes, und
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We also have to be
multi-participant
capable - we
cannot solely rely
on bank proprietary
solutions. Our clients
want multi-bank
and multi-
participant solutions
and we have taken
this on board.

dlso to help us to avoid risks, munugye risks
und to infroduce some redl-fime risk man-
auygement. So IT,technoloyy is u big relief for
us und enubles us to cupture business that
we previously could not, giving us enor-
mous udvuntayes.

As u bunk we huve increused our client
buse becuuse of our own technoloyicul
innovutions. We have invested in multi-
buanking platforms; which is extremely dp-
preciuted by our corporute clients with
ylobdl spreud.

As un exumple, in one instunce we
were deulinyg forfuiting transactions on u
foure munuul busis with u client, so we
could only cupture the big volume in-
voices/receivubles. So we could cupture
50% of the overdll business volume — which
wus pretty remarkuble given the circum-
stunces. So the other 50% thut we could
not cupture becuuse it wus so grunulur
wus U biy pity for us becuuse we suw it but
we couldn’t grasp it.

With the right technoloyy it is eusy to
uploud thousunds of invoices for very smaill
or hotionul umounts und everything is di-
yested automutically by the fechnholoyi-
cul platform. Hence we manuged to
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cupture the other 50% of the business with
the infroduction of u hew und Mmore so-
phisticated platform. We und the client are
very happy ubout that,

TXF: How do you view the future of the
availability of, cost of and provision of
trade and supply chain finance in the near
fo medium term?

Trade finance is u very atftractive business
segment. This is recoynised by everybody,
und us such going forward there is likely to
be more competition by non-bunk
providers und loyisticul compunies that
control the goods. Ultimautely this will have
an impuct on prices — with pricing going
south rather than north.

In generdl terms, the clussicul products
such as working capitdl facilities goiny for-
waurd will reguire more equity — becuuse
they ure reluted to higher net risk. Whenever
we deul with fransaction-bused finunce, we
have u complete different view of risk.

In the pust we hud to evuluute bul-
ance sheets that reflected the compuny
two yeurs before, with fransuction-bused
finunce we have u more immediute way
to control and munuye our risks und us
such our net returns will increuse und this
will dllow us to reduce risk costs overdll on
fransuction-based finunce. This, in furn, will
have dn impuct on pricing und muke
fransaction-bused financing more advan-
tageous than the clussic working capitdl
or other fraditiondl products that banks
have offered up to how.

The cost of increused technoloyy for
banks will pay for itself pretty guickly. It is
more un issue of investing in hew processes,
but we ure compelled to do it due to the
regulatory requirements. So there should be
d reduction in pricing on fransuction-bused
finunce und un increuse in the pricing of
fraditional tfrade products.
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