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The number '13' is often 
synonymous with bad luck.  

 
 

 
 

 

It's 
considered unlucky to have 13 
friends  at  a  dinner  party;  many

 buildings  don't   have a 13th   floor;
 and  many  avoid  buying  a  house

 or  getting  married  on  the  13th
 

of
 the  month.  

 

This  issue  of  Trade
 Finance  Talks,

 

released  on  
 October    

 

13 at virtual  Sibos,
 

also
coincides with   

 

 the  
  

13th
 

ICC

 

Trade
 

 
 
 

 

 

Register
 
-
 
the

 
world's

 
most

 comprehensive
 
record

 
of

 
trade

 finance
 
data

 
across

 
four

 
different

 trade
 
products,

 
representing

 
28%

 of
 
global

 
traditional

 
trade

 finance
 
flows.

 
 
 

Did
 
the

 
figures

 represent
 
bad

 
luck

 
-
 
following    

what was a golden streak of  
     

 

decreasing default rates in 
 
 

trade,
 

 increasing trade volumes, 
and

 
a fairly upbeat trajectory for 

trade finance? 

 
 
 

We’d
 
say

 
quite

 
the

 
opposite.

 
As reflected in both this issue and in the 2021 ICC Trade 
Register,  despite record demand 
and

 
supply-side shocks for 

global
 

trade over the past 15 
months,

 
a rebound is underway. 

The
 

COVID -19 pandemic,  and 
also

 
non-related events such as 

the Suez Canal  blockage, have     
 accelerated  decades-long

 
attempts to digitalise trade in a 
matter of months. The ICC Trade Register once again affirmed the

 low-risk nature of trade finance
 as an asset class, which gives

 hope to continued investment
 

into this real-economy sector. 
The resilience of trade finance has fared well in the midst 

 
of

 
the

 pandemic,  thanks  t
 

o 
unprecedented fiscal support

 from governments, changes
 
to

 old  operational  processes  in
 trade, and the ability to innovate

 and transform global supply
 chains.

But
 
we’re

 
not

 
quite

 
there

 
yet.

 With an estimated 4 billion paper documents lodged in the trade system and a $3-5 trillion USD
trade finance gap (which has 
doubled since the publication of 
our first ever Trade Finance Talks 
magazine), MSMEs have

 
 
 
 
 found 

themselves in quite a  difficult 
situation. What’s more,  trade and 
supply chain finance  enters the 
limelight for the wrong  reasons: 
fraudulent misuse of  payables 
techniques, and plenty  

of fingerpointing around the 
unsustainable nature of trade.

In this issue of Trade Finance 
Talks, we cover the acceleration 
of trade digitalisation, taking 
a deep dive into commodities, 
transport, and the role of trade 
finance in financing the green 
transition. We also celebrate the 

second year of our International 

Trade Professionals Programme, 

which has helped a cohort of
 

trade professionals advance their
 

careers in this sector, and have
 

featured their winning articles
 
in 

a dedicated section of this
 

magazine.

As I write this foreword, en route 
to my first ever physical trade 
conference since February 
2020 (thanks ITFA!), I step out 
of virtual land (picturing the 
brilliant, futuristic FCI conference 
overleaf), realising that we are 
currently at a big inflection point. 
It’s important to remember what 
we’ve achieved in the  past 15 
months, in terms of  rapidly 
advancing global trade,  a 3000-
year-old industry that  once 
relied on IOUs written on  
Mesopotamian clay tablets. 
However, we must not forget 
about the need to address the 
widening of the trade finance 
gap, the fragility of global supply 
chains, and the severity  of the 
climate crisis. Let’s not go  
backwards, now that we’ve laid 
out the foundations.

Once again, we thank all of our 
sponsors, associations and 
partners for their never-ending 
support to Trade Finance Global.

Editor’s Note

1.1

DEEPESH PATEL

Editorial Director 
Trade Finance Global

Board Member
ESG, ITFA

EDITOR’S NOTE
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IPCC issues stark climate 
change warning – but 
what about trade?

2.1

 
 

 
 

 
 

A report by the 
Intergovernmental Panel on 
Climate Change (IPCC) has 
warned that temperatures are 
likely to reach or exceed 1.5° C of 
warming versus pre-industrial 
levels by 2050. But what could 
this mean

 
for global trade, trade 

finance,

 

and supply chains? 
Aside

 
from

 

sending a pretty 
strong

 
warning

 

to G7 ministers as 
they

 
prepare

 

for both Glasgow’s 
COP26

 

gathering 
 

 in just three 
months,

 
and then the World 

Trade
 

Organization's twelfth 
ministerial

 

conference (MC12), 
 

 
 

 

we 
will

 
likely

 
see many 

commitments
 

to
 

a
 

policymakers' 
step-change

 
in

 
how the world 

deals
 

with
 

climate
 

change and 
cross-border

 
trade.

All
 
doom

 
and

 
gloom?

 
Probably.

 

The
 
report

 
presents

 
the

 
key

 

findings
 
of

 
the

 
Working

 
Group

 

I’s
 
contribution

 
to

 
the

 
IPCC’s

 

Sixth
 
Assessment

 
Report

 
(AR6).

 

Since
 
2011,

 
which

 
was

 
when

 
the

 

previous
 
AR5

 
measurements

 

were
 
reported,

 
concentrations

 

of
 
greenhouse

 
gases

 
have

 

continued
 
to

 
increase,

 

‘unequivocally
 
caused

 
by

 
human

 

activities’,
 
including

 
carbon

 

dioxide,
 
methane,

 
and

 
nitrous

 

oxide.

The
 
landmark

 
report

 
showed

 

that
 
due

 
to

 
human-caused

 
gas

 

emissions,
 
the

 
earth's

 
average

 

global

 

surface temperature has warmed 
1.1°C since 1850-1900, and unless 
all countries commit to drastically 
cutting emissions to ‘net-zero’ by 
2050, a 1.5°C–2°C warming  by  
2050 is likely. But why is  this 
number so important? 

The

  

report,

 

compiled
 

by
 

200

 

scientists

 

and

 

approved
 

by
 

195

 

governments

 

last
 

month,
 

states

 

that

 

temperatures
 

today
 

have

 

not

 

been
 

witnessed
 

since
 

our
 

last

 

ice

 

age,
 

some
 

125,000
 

years
 

ago.

The
 
IPCC

 
estimates

 
‘equilibrium

 

climate
 
sensitivity’

 
–

  
 

 
 

an
 

important
 
tipping

 
point,

 
at

 
which

 

the
 
amount

 
of

 
warming

 
could

 

result
 
in

 
a

 
doubling

 
of

 
carbon

 

dioxide
 
levels

 
–

 
and

 
has

 
 

narrowed
 

its
 

warming
 

prediction

 
 

since

 

its

 

last
 

report:

 

from
 

1.5–4.5°
C

 

to

 

around
 

3°C.

 

This
 

is
 

partly
 

due

 

to

 

better

 

science
 

and
 

methodology,

 

but

 

also
 

because
 

we

 

are

 

now

 

living

 

through
 

the
 

realities

 

of

 

climate

 

change.
 

The
 

strongly-worded

 

report
 

was
 

enough

 

to

 

put

 

to
 

rest

 

any
 

scepticism

 

as

 

to

 

the

 

correlation
 

between

 

climate

 

change
 

and
 

human

 

behaviour.  
 

The

 

impacts

 

reported

 

are

 

now

 

no

 

longer

 

just

 

a

 

possibility

 

-

 

they

 

are

 

a

 

likelihood,

 

and

 

are

 

expected

 

to

 

include

 

:

 

•

 

Increasingly

 

severe

 

and

 

intense

 

weather

 

events

DEEPESH PATEL
Editorial Director 
Trade Finance Global
Board Member
ESG, ITFA
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• Extreme heat, precipitatio  n 
and drought

• More compound events, 
such as heatwaves and 
longer

 
-term droughts

• Continuing rising of sea 
levels due to the melting of 
Greenland and Antarctic ice 
sheets

What  could  it mean  for  trade?

Trade and climate change 
discussions have long been siloed 
by policymakers. Yet it is clear 
that trade impacts the climate, 
and vice versa, and the links 
between the two remain relatively 
unexplored. International trade 
did not receive much coverage 
in this recent IPCC assessment 
by Working Group I, appearing in 
limited ways, often in relation to 
keywords such as ‘infrastructure’ 
or ‘transport’. This is a notable 
absence, given that trade-
induced economic growth due to 
trade liberalisation increases 
carbon dioxide emissions - the 
main contributor to greenhouse 
gas emissions driving climate 
change.

Here are four areas that we could 
see being explored more 
intensely over the coming 
months, which support initiatives 
to limit global warming to 1.5°C 

and   reach  net-zero  emissions by
 2050.

1. Better leadership and better 
commitments from public actors

Governments, businesses and 
civil society will likely come 
together in the COP26 round 
of negotiations, but right now, 
there’s no clear dialogue between 
the likes of UN Environment, 
UNCTAD, WTO and the OECD. 
Carolyn Deere Birkbeck, Senior 
Research Assistant at the 
University of Oxford, and John 
Denton, the ICC’s Secretary 
General,

 
recently told WEF: “To 

date,
 

international talks on 
climate and

 
trade have been 

conducted in
 

separate forums.

“At the WTO, there is a reluctance 
among too many governments 
to engage proactively – even 
in dialogue – on trade-related 
challenges and opportunities 
with regard to climate action. 

And curiously, many of the 
governments pushing for climate 
ambition at COP are not pushing 
for the same climate ambition at 
the WTO.”

 
 
 

 
 

 

Poorer countries usually 
contribute the least towards 
greenhouse gas emissions, but 
they are also the most vulnerable 
to its impacts. It is therefore 
imperative to act now. The COP 
26 process of the UN Framework 
Convention on Climate Change   
(UNFCC) allows for countries, 
which are represented equally, to 
highlight the necessity and 
urgency of preventing a global 
warming of 1.5°C.

 
 

 
 

 
 

2. Reducing trade barriers that 

support climate action

The World Trade Organization’s 

Doha Round of the Marrakesh 

Agreement encourages the 

liberalisation of environmental 

goods, and the elimination of 

trade barriers in goods and 

services that can help benefit 

the environment (e.g. those that 

reduce greenhouse emissions  

or improve energy efficiency).

FEATURED
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Endorsing similar statements to 
reform fossil fuel subsidies, and 
supporting more circular, low-
carbon economies, could help 
green trade and mitigate 
climate-related disasters. This 
will

 
certainly be given more 

attention
 

at MC12 this November. 
One

 
example of this is the Fossil 

Fuel
 

Subsidy Reform, agreed by 
12

 
member states in 2017. 

Another
 

is
 

the newly formed 
ACCTS

 
trade

 
negotiations 

between
 

Cost
 

Rica,
 

Fiji, Iceland, 
New

 
Zealand,

 
and

 
Norway, which 

meshes
 

together
 

a trade policy 
to

 
support

 
climate

 
and 

environmental
 

initiatives.
 

But
 

a 
lot

 
more

 
will

 
be

 
required

 
to

 

achieve
 
ambitious

 
goals

 
and

 
to

 

stick
 
to

 
the

 
Paris

 
Agreement.

 
 

 
 
 

 
 

 
 

 
 

 

3.
 
Explicit

 
commitments

 
from

 

Export
 
Credit

 
Agencies

 
(ECA)

 
to

 

reduce
 
support

 
for

 
fossil

 
fuels

Financing
 
the

 
renewable

 

energy
 
transition

 
has

 
been

 
in

 

the
 
spotlight

 
in

 
recent

 
months,

 

but
 
what

 
about

 
energy

 

investments
 
in

 
coal

 
and

 
other

 

fossil
 
fuels?

 
 

 
 

 

 
 
 

 
 

 
 

 
 

 

This
 
is

 
a

 
sensitive

 
topic.

 
The

 
role

 

of
 
ECAs

 
in

 
the

 
context

 
of

 
climate

 

change
 
is

 
often

 
debated,

 
given

 

that
 
they

 
finance

 
projects

 
that

 

could
 
increase

 
greenhouse

 
gas

 

emissions
 
in

 
emerging

 
and

 

developing
 
economies

 
(EDEs).

 

Such
 
projects

 
might

 
have

 
been

 

refused
 
financial

 
support

 
from

 

other
 
ECAs,

 
the

 
private

 
sector,

 

and
 
multilateral

 
development

 

banks..

 
 

 
 

 
 

 
 

 
 

“Several ECAs are  
embarking on initiatives  to 
either incentivise  climate 
positive  projects or 
benchmark  and support 
low-carbon initiatives

 committing to net zero.”

Others such as the Export Finance

 
for Future coalition (E3F) have

 
clubbed together to phase out

 
carbon-intensive projects and

 

align 
with the Paris Agreement.

4. Insuring the uninsurable

Climate change costs lives and

 
livelihoods. There’s no doubt

 

that 
increased extreme weather

 
events such as hurricanes,

 
bushfires and biodiversity loss

 
cost

 

billions

 

in

 

damages

 

each

 
year.

 

But

 

what

 

does

 

that

 

mean

 

for

 

the

 

Credit

 

and

 

Political

 

Risk

 
Insurance

 

(CPRI)

 

market?

 

 
 

 
The

 

systemic

 

effects

 

of

 

climate

 
change

 

are

 

likely

 

to

 

cause

 

more

 
market

 

failures,

  

affecting

 
consumers

 

and

 

insurers

 
everywhere.

 

Both

 

consumer

 
behaviour

 

and

 

the

 

long-term

 
effects

 

of

 

climate

 

change

 

could

 
make

 

certain

 

companies

 

and

 
certain

 

business

 

models

 
uninsurable

 
 
 

.

 

Addressing  risk

 
mitigation

 

when

 

it

 

comes  to

 
climate-related

 

risk

 

certainly  
poses

 

new

 

challenges

 

to

 

the  
insurance

 

industry,

 

particularly  
those

 

with

 

exposure

 

to

 

carbon-
intensive

 

industries.

 

This

 

could  be

 

an

 

opportunity

 

for

 

the

 

CPRI  market

 

to

 

step

 

in

 

on

 

both

 

the  underwriting

 

and

 

investment  sides

 

of

 

their

 

portfolios.

Coverage

 

on

 

renewable

 

energy  

projects

 

will

 

likely

 

be

 

expected

 

to  

increase

 

as

 

a

 

result

 

of

 

Glasgow’s  

COP

 

26

 

and

 

today’s

 

IPCC

 

report,  

but

 

will

 

the

 

CPRI

 

market

 

step  in

 

to

 

plug

 

the

 

gap?

 

The

 

long-

term nature of project and 
infrastructure finance is likely to 
worry insurers when exposed to 
the power and energy sector.
While offering an opportunity for 
them to finance offshore and 
onshore renewable energy 
projects, thereby diversifying 
their energy portfolios, there will 
still be a need to plug the gap 
for financing the extractive 
industries of oil, gas, and mining 
(which, according to BPL Global, 
accounted for a third of 
transactions submitted to the 
CPRI market last year) as we 
transition to net-zero. Re-
thinking business models, re-
aligning pricing, and finding 
innovative new solutions within 
the CPRI market will be critical.

 
 

 
 

 
 
 

 
 

 
 

 
 

 
 

 
 

“These statistics highlight the 

need to provide the necessary 

support for economies to adapt, 

rather than risk plunging oil -
dependent nations and their 

populations into rapid economic 

decline,  at  a  time  when
 

a
 

fragile 

world  is  still  reeling
 

from
 

the 

shockwaves  of  the
 

pandemic,” 

said  Sian  Aspinall,
 

Managing 

Director  at  BPL
 

Global.

A
 
catalyst

 
for

 
multilateral 

cooperation?

The
 
fight

 
against

 
climate

 
change

 is
 
widely

 

recognised
 
as

 
a

 
social,

 economic,
 
and

 
environmenta

 
 l

 imperative.
 
Sound

 
climate policy

 will
 
involve

 
a

 
mixture

 
of  

environmental
 
and

 
economic 

cooperation,
 
and

 
tangible 

objectives
 
between

 
OECD

 
and 

non-OECD
 
markets.

 
In

 
the

 
post-

pandemic
 
reconstruction

 
of 

markets
 
and

 
economies,

 
building 

back
 
better

 
is

 
an

 
opportunity for

 governments,
 
public

 
and  private

 sector
 
institutions

 
to  come

 together
 

 
 

 

in
 
a

 
global

 
effort

 
to

 tackle
 
climate

 
change

 
and

 mitigate
 
carbon

 
emissions,

 
     

and
 
'keep

 
1.5°

 
C

 
alive'.

But
 
as

 
public

 
finance

 
institutions

 

go,
 
ECAs

 
are

 
mandated

 
to

 
align

 

with
 
their

 
government's

 
climate

 

change
 
mitigation

 
commitments

 

and
 
the

 
Paris

 
Agreement,

 
and

 
we

 

will
 
probably

 
see

 
pressure

 
on

 

ECAs
 
to

 
make

 
stronger

 

commitments
 
to

 
phasing

 
out

 

fossil fuel
 
support,

 
in

 
addition

 
to

 

supporting
 
low-carbon

 
projects.
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ICC shake up - The 
organisation’s new role 
in international trade

2.2

The International Chamber of Commerce (ICC) 
rules underpin trillions of dollars worth of trade 
going through banks each year. After a recent 
change in leadership, TFG’s Deepesh  Patel spoke 
with Lynn Ng, the new Chair of the ICC  Banking 
Commission

The ICC Banking Commission 
is one of the leading global 
rule-making bodies for the 
banking industry, producing 
universally accepted rules and 
guidelines which are vital in 
facilitating trade-led growth and 
development. From the Uniform 
Customs and Practice rules for 
documentary credits, to rules on 
collections, demand guarantees
and electronic rules, the ICC's 
rules underpin trillions of dollars 
worth of trade going through 
banks each year.

 
 

 
 

 
 

 

COVID-19 has provided us with 
an opportunity for a reset, and 
so has the ICC’s leadership at 
the Banking Commission. TFG's 
editor, Deepesh Patel, 
interviewed Lynn Ng, the ICC's 
new Banking Commission chair, 
to discuss the ICC's new 
governance strategy moving 
forward, and some of the key 
priorities for the Banking 
Commission.

 
 

 
 

 
 

 

     
 

   

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 

Most

 

recently,

 

Lynn

 

was

 

appointed

 

as

 

the

 

ICC's

 

new

 

Banking

 

Commission

 

chair

 

-

 

an

 

opportunity

 

that

 

she

 

is

 

leveraging

 

to

 

serve

 

the

 

wider

 

banking

 

industry.

 
 

 
 

The

 

ICC

 

reshuffle

 

is

 

about 

simplification

Before

 

the

 

restructure,

 

the

 

ICC 

had

 

an

 

executive

 

committee

 

as 

LYNN NG
Chair
ICC Banking Commission

DEEPESH PATEL
Editorial Director 
Trade Finance Global
Board Member
ESG, ITFA

FEATURED

Having

 

grown

 

up

 

in

 

Singapore,

 

a

 

multicultural

 

international

 

trading

 

hub,

 

Lynn

 

says

 

it

 

should

 

come

 

as

 

no

 

surprise

 

that

 

she

 

ended

 

up

 

in

 

a

 

job

 

that's

 

related

 

to

 

trade.

Lynn

 

started

 

her

 

career

 

as

 

a

 

management

 

trainee

 

with

 

Standard

 

Chartered

 

Bank,

 

where

 

she

 

discovered

 

the

 

world

 

of

 

trade

 

finance,

 

before

 

moving

 

on

 

to

 

focus

 

on

 

commodities

 

finance

 

with

 

major

 

commodity

 

banks

 

such

 

as

 

HSH

 

Nordbank,

 

Fortis

 

Bank,

 

and

 

now

 

ING.

 

Lynn

 

has

 

been

 

the

 

Global

 

Head

 

of

 

Commodities,

 

Food

 

and

 

Agriculture

 

since

 

2018.

The road to becoming the chair
of ICC’s Banking Commission
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well as an advisory committee - 
a stark juxtaposition to the newly 
announced structure. The new 
structure is made up of one 
committee, consisting of one 
chair and a maximum of 12 vice-
chairs. Together with the ICC's 
secretariat, this forms what is 
now known as the steering 
group. Furthermore, an array of 
previous working groups have 
been significantly condensed 
into smaller groups.

 
 

 
 
 

 
 

 

 

Why restructure now?

Lynn says it's all about focus: 
the Banking Commission 
needs to move quicker, to be 
more agile, to adapt to the 
speed with which the global 
economy is changing.

 
 

 
 

 
 Furthermore, it would seem 

that  we are now at the point 
where  it’s technologically 
viable to  have nearly 
instantaneous trade.   Despite 
this, trade finance has to  
catch up, Lynn highlighted.  

 
 

 

Trade finance has become a 
bottleneck to global supply 
chains, resulting in increased 
costs for both corporates and 
clients. 

 

Looking
 

at
 

the
 

root
 

of
 the  issues,  they

 
boil

 
down

 
to

 a  lack  of trust - a trust that 
     the  Banking  Commission

 
aims

 
to

 rebuild.  
 

 
 

 
 

 

The  rules
 

and
 

standards
 set  by  the  ICC,

 
such

 
as

 
the

 
UCP

 rules,  were  put
 

in
 

place
 

to
 

create
 and  sustain  trust

 
among

 
industry

 participants,
 

by
 

enabling
 

parties
 who  do  not  know

 
each

 
other

 
to

 trade  with  each
 

other.
 

This
 confidence  and  trust

 
come

 
from

 all  parties  involved
 

knowing
 

that,
 by  following

 
the
 

rules,
 

norms,
 

and
 standards,

 
they

 
will

 
receive  a

 specific
 
outcome,

 
such

 
as

 
that  

the
 
suppliers

 
will

 
receive

 
payment 

for
 
the

 
goods

 
and

 
the

 
buyers

 
will 

be
 
assured

 
of

 
delivery.

 
And

 
why is

 that
 
possible?

 
That’s

 
made  

possible simply because the 
banks are there to enforce the 
rules and standards.

What happened to the working 
groups?

The decision to condense the 
working groups derives from 
the main aim of the reshuffle: to 
simplify. While a large number 
of the working groups have 
now been disbanded, some 
have been transferred to other 
working groups., such as the 
trade digitisation working group 
that is now part of the Digital 
Standardisation Initiative.

The ICC conducted thorough 
research into many of the issues 
that were blocking and hindering 
the development of trade finance. 
The conclusion the regulatory 
body reached was that to 
address a lot of these issues and 
create true, long-lasting change 
in trade finance, it needed to 
streamline: streamline decision -
making, streamline working 
groups, and streamline progress.
 
By creating a streamlined 
leadership, Lynn believes the 
Banking Commission will be 
forced to prioritise the key issues 
and focus on how to provide 
clarity to market participants 
and help the entire industry 
holistically. The new problem-
solving process is focused on 
identifying what the Banking 
Commission can handle 
independently, and what might 
be

 
better to address with the 

other
 

commissions. This will, 
hopefully,

 
allow for a more 

effective
 

allocation of resources, 
ensuring a

 
much quicker delivery.

Trade digitisation and how global 
standards are only one part of 
the equation

THE VICE CHAIRS
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Marilyn Blattner-Hoyle
Global head of trade 
finance, AIG

Merlin Dowse
Global trade product 
manager, JP Morgan

Yina Fu
Head of financial ecology 
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Lynn Ng points out that global 
standards for trade and banking, 
unfortunately, are just one part 
of the very complex equation 

that is digitising trade. Defining 

standards, despite being crucial,
 

will fall short of creating full
 

trade digitisation if the adoption
 

does not follow suit. In an effort
 

to mitigate this, the Banking
 

Commission established a
 

commercialisation working
 

group, which will look at how the
 

ICC can work through some of
 

the challenges in implementing,

 

for instance, e-rules.

Furthermore, the committee 
will also need to push for global 
acceptance of the transferrability 
of electronic records, so that 
electronic versions of  
documents,

 
such as bills of 

lading
 

and
 

bills
 

of
 

exchanges, will 
be

 
perceived

 
as

 
being as 

effective
 

as
 

their
 

paper

 

counterparts.

 

The
 
good

 
news

 
is

 
that

 
the

 

United
 
Nations

 
Commission

 

on
 
International

 
Trade

 
Law

 
has

 

already
 
released

 
the

 
Model

 

Law
 
on

 
Electronic

 
Transferable

 

Records.
 
The

 
ICC

 
doesn’t

 
need

 

to
 
create

 
new

 
laws,

 
but

 
rather

 

merely
 
encourage

 
governments

 

to adopt them as quickly 
as possible.

The need for industry 
classifications around 
sustainable trade finance

It has become critical to establish 
common industry classifications 
for what is being deemed as 
sustainable trade finance.

Lynn referred to the IPCC's latest 
report on climate change as a 
sobering and much-needed 
reality check vis-à-vis the 
consequences of human action.

 
 

 
 

The situation will not be solved
 
by 

pointing fingers, but rather by
 

taking responsibility for what can

 

be done now on both a micro 
and

 

macro level.

Lynn is confident and hopeful 
that starting to work on 
developing these classifications 
will be a step in the right 
direction, by helping to build 
public and investor confidence 
in the social and environmental 
performance of the industry. 
The

 
ICC is aiming to launch this 

new
 

taxonomy at the next UN 
Climate Summit in November.

 
 

 
 

 
 
 

 
 

The challenges to the
 committee’s vision

The ICC has an ambitious vision
 for the new steering committee,
 and effectively conveying this

 vision may be the determining
 factor of its success. The

 regulatory body will have to
 align everyone’s interests

 through transparency and trust.
 Lynn said it was necessary to 

 

       
     

   
     

    

     he

 

Banking

 

Commission

 

is

 

solely

 

focused

 

on

 

delivering

 

on

 

its

 

vision.

 

This

 

vision

 

should

 

translate

 

into

 

reduced

 

costs

 

and

 

improved

 

accessibility

 

to

 

financing,

 

for

 

those

 

deserving

 

businesses

 

that

 

contribute

 

real

 

value

 

to

 

the

 

economy.

This

 

is

 

the

 

start

 

of

 

a

 

new

 

chapter

 

for

 

the

 

ICC.

 

With

 

Lynn

 

Ng

 

steering

 

the

 

ship,

 

we

 

are

 

hopeful

 

and

 

excited

 

to

 

see

 

what

 

changes

 

are

 

afoot.

ICC’s strategic 
priorities:

1. Rebooting the economy
2. Speeding up industry 

digitalisation 
3. Enabling sustainability
4. Renewing the global 

trade system

Hear our exclusive 

podcast interview 

with Lynn Ng only on 

Trade Finance Talks. 

Just search ‘Trade 

Finance Talks’ on 

your favourite 

podcasting 

platform to hear 

the podcast. Listen 

here.

FEATURED

find a way to enable trade
flows to continuously grow by
removing all uncertainties, and

transparency  and trust are the
way to achieve this.

T

What is the committee ’s main
priority?

https://www.tradefinanceglobal.com/posts/podcast-s1-e65-icc-banking-commissions-lynn-ng-on-need-to-simplify-trade/
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How investing in green projects 
is the way forward for ECAs

2.3

With COP26 just around the 
corner, Export Credit Agencies, 
ECAs, are mandated to support 
government efforts in their fight 
against climate change. But how 
can we ensure a sustainable 
transition towards net zero, and 
what role can ECAs play? We 
heard from Maelia Dufour at 
France’s ECA, BPI France
The 2021 United Nations Climate 
Change Conference (COP26), 
which will be held in Glasgow at 
the end of this year, will be the 
occasion for countries, civil 
society, and companies to gather 
with the objective of accelerating 
the transition

 
and the fight 

against climate
 
change. 

Countries will review their
 

decarbonisation objectives and
 

eventually set more ambitious
 

milestones to comply with the
 

framework set by the Paris
 

Agreement.

Besides this meeting, all the 
parties are invited to rethink 
their activities in a more 
sustainable way: ban activities 
that are not consistent with the 
decarbonisation trajectory,  and 
engage themselves in the  
energetical and ecological 
transition. The climate crisis 
forces them to consider the 
situation not only with a national 
prism, but with a global prism 
that considers both national 
and

 
international impacts.

In this context , Export Credit 
Agencies have a critical role 
to play. Responsible for the

 

 implementation of the export
 finance policy of the country to

 which they are attached, these
 organisations

 
have

 
the

 mandate  to
 
support

 
their

 country’s  economy
 
by

 
giving

 adapted  financial
 
tools

 
to

 exporters.

“Responsible
 
for

 
the 

implementation
 
of

 
the 

export	finance	policy	
of

 
the

 
country

 
to

 
which 

they
 
are

 
attached, 

these
 
organisations 

have
 
the

 
mandate

 
to 

support
 
their

 
country’s 

economy
 
by

 
giving 

adapted	financial	tools	
to

 
exporters.” 

Acting
 
as

 
the

 
armed

 
arm

 
of

 
their 

government,
 
decarbonisation 

objectives
 
of

 
countries

 
have 

direct
 
consequences

 
over

 
ECAs 

activities.
 
To

 
fight

 
against

 
the 

climate
 
crisis,

 
governments 

manage
 
these

 
activities

 
via 

regulation
 
or

 
strategic

 
objectives.

Hence,
 
some

 
ECAs

 
(OECD 

members)
 
apply

 
the

 
OECD 

Recommendation
 
of

 
the

 
Council 

on
 
Common

 
Approaches

 
for 

Officially
 
Supported

 
Export 

Credits
 
and

 
Environmental 

and
 
Social

 
Due

 
Diligence

  
in 

their
 
analyses.

 
The

 
purpose 

MAELIA DUFOUR
Director International Relations, 
Business Development
Rating and Environment, Bpifrance
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of this recommendation is 
to ensure that export credits 
meet local regulations in the 
host country and any relevant 
international standards, mainly 
those developed by the World 
Bank (WB) and the International 
Finance Corporation (IFC). 
This due diligence is the first 
regulation implemented to 
ensure that projects supported 
respect environmental and social 
international standards. 

Some ECAs go further than this by 
creating their own climate policy 
with the aim to decarbonate 
their portfolio and, consequently, 
increase the green portion of their 
portfolio by providing financial 
incentives for sustainable 
projects.

Decarbonate portfolio 

This strategy can be seen in 
most ECAs' climate policies, as 
they ban  support  to  the  most  
emissive sector of activity, such 

as coal exploitation. Some ECAs 

go further by planning to ban the
 

support to all fossil fuels projects
 

accordingly.
 

As for Bpifrance Assurance Export, 
the Finance law for 2020 has 
already banned support for coal, 
shale oil, gas and oil exploitation 
using routine flaring. In 2021 a 
three-stage scenario for the 
termination of state guarantees 
for oil and gas projects was 
adopted: 

• as of 2021, Bpifrance 
Assurance Export will end 
support for heavy fuel oil, oil 
shale and oil sand projects

• as of 2025, it will cease 
support for the exploitation of 
new oil fields,

• by 2035 at the latest, support 
for the exploitation of new gas 
fields will be terminated

Article 2
Long-term temperature goal of limiting global temperature 
increase to well below 2°C, while pursuing efforts to limit the 
increase to 1.5°C.

Article 4
Global peaking and ‘climate neutrality’ aiming to reach global 
peaking of greenhouse gas emissions (GHGs) as soon as 
possible

Article 4
Mitigation – The Paris Agreement establishes binding 
commitments by all Parties to prepare, communicate and 
maintain a nationally determined contribution (NDC) and to 
pursue domestic measures to achieve them

Article 5
Sinks and reservoirs – conserve and enhance, as appropriate, 
sinks and reservoirs of GHGs

Article 6
Voluntary cooperation/Market- and non-market-based 
approaches 

Article 7
A global goal on adaptation – of enhancing adaptive capacity, 
strengthening resilience and reducing vulnerability to climate 
change in the context of the temperature goal of the Agreement

Article 8
Loss and damage,  the importance of averting, minimising 
and addressing loss and damage associated with the adverse 
effects of climate change, including extreme weather events and 
slow onset events, and the role of sustainable development in 
reducing the risk of loss and damage

Article 9, 10, and 11
Finance, technology and capacity-building support – The Paris 
Agreement reaffirms the obligations of developed countries to 
support the efforts of developing country Parties to build clean, 
climate-resilient futures, while for the first time encouraging 
voluntary contributions by other parties.

Article 12
Climate change education, training, public awareness, public 
participation and public access to information
 
Article 13, 15
Transparency, implementation and compliance 

Article 14
A “global stocktake”, to take place in 2023 and every five years

FEATURED
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Moreover, the support to thermal 
power plants is now limited to 
projects improving the carbon 
footprint of the electricity mix of 
the recipient country. This should 
encourage recipient countries to 
move towards energy transition.

Some ECAs also study the 
eventual implementation of a 
mechanism of disincentives for 
projects that are not consistent 
with their climate policy. Indeed, 
projects that are not aligned 
with decarbonisation objectives 
bear more climate-related risk. 
Therefore, it seems consistent 
to integrate climate risk to risk 
analysis as this type of risk could 
have financial consequences. 
 
Some ECAs have planned or 
have already implemented 
a calculation of their carbon 
footprint portfolio to follow their 
decarbonisation trajectory. Some 
tools exist to regulate the GHG 
emissions reporting, such as the 
TCFD initiative. Indeed, as part of 
the Bpifrance Assurance Export 

climate strategy, an assessment 

of the carbon footprint of the
 

portfolio has been performed
 

every year since 2020. This
 

calculation allows for the analysis
 

of its decarbonisation trajectory
 

and to check the more emission-
 

heavy projects.

Greening the portfolio

The second means by which 
ECAs can be used to support the 
fight against climate change is 
to incentivise green projects 

and projects in transition, thus 
greening up their portfolio. 

Indeed, there is a need to guide 
exporters toward this transition 
by providing them with tools 
to measure and improve their 
performance. Advising them 
about shared and recognised 
standards is an essential step: 

• GHG protocol to measure their 
emission

• the EU taxonomy on 
sustainable activities to 
assess the sustainability of 
project

• life cycle analysis calculation 
tool, etc.

With this type of tool, financial 
actors will be able to guide 
exporters and enterprises toward 
more sustainable practices. 

To incentivise companies to 
export greener projects, financial 
actors must provide adapted 
financing to meet their needs. 
Banks are getting involved 
increasingly in the green loan 
and debt market to finance 
green projects, even if these are 
riskier. In the same sense, some 
ECAs have improved some of 
their products in a way to better 
support sustainable projects by 
facilitating access to financing 
or

 
to insurance coverage.    

Indee
 

d, sustainable projects, 
including

 
those involving 

renewable
 

energies, need 
special features

 
such as a longer 

reimbursement
 

period.

As an example, the climate 
bonus is a complement to the 
export credit insurance product 
provided by Bpifrance Assurance 

Export to incentivise sustainable 

transactions. It should make it 

possible to:

• better support companies 
during the development of 
projects 

• improve financial conditions 
and 

• increase financing volumes.

This climate bonus is currently 
provided to French exporters. 

It is important to note that 
the Adherents to the OECD 
Arrangement have the 
responsibility to undertake 
the National Determined 
Contributions (NDC) of 
decarbonisation of Parties to 
the United Nations Framework 
Convention on Climate Change. 
Still, there is a need to better 
take into consideration the 
fight against climate change 
in the ongoing process of 
modernisation of the OECD 
Arrangement, which is        
recognised

 
already. 

This is why some ideas, such 
as export emissions, carbon 
tax at frontiers, or the review 
of trade export regulation 
considering NDCs, will certainly 
be

 
discussed during the next COP

26
 

meeting.
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Under the spotlight: MSME 
access to finance in emerging 
and developing markets

2.4

TFG’s Editorial Director, Deepesh 
Patel (DP), interviewed two 
representatives of Tinubu 
Square, to discuss this prevalent 
challenge and how it is being 
addressed.

The MSME financing gap

DP: Is the MSME financing gap a 
recent problem? And how big is 
the current MSME financing gap?

TFD: The MSME Financing gap – 
estimated at $3-5trillion/year- is 
an old problem in the industry. 
No viable solution has been 
found to tackle the issue due to 
the specificity of the industry. 
However, we know that MSMEs 
are essential for economic 
development and that they will 
play a crucial role in recovering 
from the current global crisis. 
Therefore, this challenge cannot 
go unresolved and it is crucial to 
continue to try to find innovative, 
effective solutions to this 
challenge.

How is MSME credit risk 
assessed?

DP: How is MSME credit risk 
assessed in your markets, 
what are the central sources 
of information, and what data 
is available to credit 
reference agencies? 

TFD: We operate in two markets: 
Surety Bonding and Credit 
Insurance. The Surety Bonding 
market is a more classic market 
where the applicant must provide 
the information requested about 
the company to get approved. 
The Credit Insurance market, 
however, is specific since the 
challenge is not to assess the 
applicant but to assess the 
buyers, who are usually not 
aware

 
that they are being 

assessed.
 

To perform this exercise,
 

Credit Insurers usually rely on
 

information providers such as
 

Dun & Bradstreet, Graydon or
 

Bureau van Dijk, who provide
 

MSMEs are the backbone of the economy and are 
fundamental to the daily provision of goods and 
services around the world. Despite this, MSMEs 
continue to face a stream of obstacles to obtain 
crucial	financing,	particularly	in	emerging	and	
developed markets, such as India and Southeast 
Asia.

WEILING LIN (WLN)
Risk Underwriting Manager – APAC
Tinubu Square

THOMAS FROSSARD (TFD)
Head of Innovation and Surety 
products
Tinubu Square

GLADYS TEJURA (GTA)
Representative India
Tinubu Square

FEATURED
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company identity data and, when 
available, financial statements. 
The credit risk is then assessed 
based on this information.

Challenges to MSME access to 
finance

DP: What are the universal 
challenges to MSME access 
to finance and what are the 
opportunities for MSME credit 
scoring / access to finance?

TFD: When it comes to MSMEs, 
there are challenges. Namely, 
that MSMEs are not required to 
publish their financial statements 
and that in many locations their 
financial reporting obligations are 
very limited. In the case of Credit 
insurance, even if the buyers are 
asked to provide information to 
be assessed, many MSMEs simply 
do not have the information for 
the Insurer. This challenge exists 
not only in developed markets: it   
is even more prominent in  
emerging markets, as financial 

institutions do not possess the 

tools to properly assess MSME
 

credit risk. Financial institutions
 

could feed computer models,
 

however, these have not been
 

designed for them making for an
 

inefficient solution.

“Financial institutions 
could feed computer 
models, however, these 
have not been designed 
for them making for an 
inefficient	solution.”

Challenges to MSME credit risk 
assessment

DP: What are the biggest 
challenges MSMEs face when it 
comes to assessing credit risk in 
your market?

Singapore

WLN: Micro, small and medium 
enterprises represent the majority 
of businesses in the APAC 
region. One of the key trends 
we find among Asian MSMEs, 
even in established markets like 
Singapore, is that some of these 
companies can be exempted 
from auditing and publishing their 
accounts, such as if they have 
annual revenue of up to SGD 5m 
in the case of Singapore MSMEs. 
Although these small firms 
appear to be more efficiently 
organised without the need to 
prepare and publish full financials 
like their larger counterparts, 
this lack of financial visibility 
poses one of the key challenges 
of assessing MSME credit risk in 
APAC. 

Additionally, even if historical 
financial information can be 
made available, MSMEs are 
generally more susceptible to 
shocks resulting in financial 
forecasts becoming more 
challenging. For instance, in 
today’s context, the Covid-19 
pandemic has impacted the 
whole trail of the supply chain 
involving many MSMEs, and 
hence historical financial 
information may not necessarily 
provide an accurate view on 
an MSME’s current and future 
repayment ability.

Another interesting point is the 
diversity of the APAC region. Very 
often, lenders find themselves 
having to call or even visit 
an MSME in order to obtain 
financial or current information 
on the business, which may 
be owned and operated by 
individuals speaking different 
languages. A credit team would, 
therefore, need to be made up 
of individuals who can read, 

interpret and / or speak the local 
language needed to converse 
and understand the credit profile 
of the MSME, which can be a 
challenge to many lenders.

India

GTA: In India, MSMEs are 
broadly defined as businesses 
with annual revenue up to 
$35m, however, most of these 
businesses are very small with 
nearly 95% reporting revenues of 
less than $15,000.

These companies can obtain 
finance from two sources: 

• non-institutional sources – 
local money lenders

• institutional sources – 
banks, non-banking finance 
companies, private equity 
investors and other regulated 
entities 

As per a Reserve Bank of India 
report, the total commercial 
lending exposure in India stood 
at $919bn as of June 2020, with 
MSMEs representing 25% of that 
exposure - roughly $232bn. This 

low level of lending is largely due 

to the fact that the majority of
 

MSMEs tend to be small, family-
owned enterprises with limited

 

publicly available information.
 

Additionally, these companies
 

tend to be relatively unaware
 
of 

the bank requirements, thus
 

resulting in higher information
 

asymmetries impeding bank

 

lending to the sector. In contrast,

 

a large number of these firms

 

depend on informal channels

 

for 
their borrowings, on account

 

of 
easy accessibility and

 

availability of credit without any

 

documentation hassles and

 

mortgages, even though the

 

interest rate on such loans may

 

be very high.
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Credit assessments of MSMEs 
are done mainly through the 
appraisal of their collateral rather 
than through the assessment 
of their true business potential. 
Additionally, small business 
owners and startups usually do 
not have any valuable assets 
to offer as collateral, further 
contributing to their perception 
as being high risk.

The lengthy process of MSME 
credit risk assessment

DP: How do lenders assess MSME 
risk in your markets?

WLN: In Singapore, MSME credit 
risk is assessed by taking into 
account:

• business activity
• the outlook of the sector the 

company operates in
• its size
• credit profile
• availability of support and 
• even level of commitment by 

its shareholders. 

These can be assessed using 
publicly available information, 
such as the company’s website 
or local business registry, as well 
as basic registration information, 
such as paid-up capital.

Given the challenges of assessing 
MSME credit risk in APAC, apart 
from financial information, 
lenders also need to understand 
the political environment the 
MSME is subject to. The APAC 
region is particularly diverse, 
especially with regards to political 
stability and the availability of 
government aid for local MSMEs. 
Some fieldwork may also need 
to be done via site visits and 
calls in order to understand the 
borrower’s business in sufficient 
detail.

GTA: In India, in recent years 
there has been a paradigm 
shift in the MSME lending 
landscape. Despite a relatively 
small share in the commercial 
lending segment, the sector has 
witnessed an increased credit 
flow due to a rise in lenders, such 
as private banks, non-banking 
finance companies (NBFCs) 
and fintech companies. These 
new lenders felt it imperative 

to understand the customer’s 
needs, using techniques that 
involve a combination of financial 
assessment and personal 
discussions.

Additionally, government-
supported measures and 
government / private initiatives in 
digitalisation have paved the way 
for a fresh look at assessment 
techniques.

Policy measures

The Indian Government 
introduced certain policy 
measures - such as       
demonetisation, and the 
introduction of a Goods & 
Services Tax (GST) - resulting in 
a significant formalisation of 

MSMEs. GST compelled MSMEs to 
register to claim tax credits

 
while, 

simultaneously, creating
 
a bank 

of digital data from
 
MSMEs that is 

verified (invoices
 
matched), 

granular (invoice-level
 

details 
available) and current

 
(monthly/

quarterly filing), that is

 

electronically accessible. Many

 

banks have formulated GST

 

-
based programs that use GST

 

returns as a parameter to assess

 

borrower eligibility.

Credit rating

National Small Industries 
Corporation, which is 
intended entirely for MSMEs, in 
collaboration with credit rating 
agencies, introduced a credit 
rating for MSMEs. This rating, 
which indicates the relative 
level of financial strength and 
performance capability of an 
MSME compared to other MSMEs, 
covers credit and performance 
factors that measure operating, 
financial, business and 
management risks. Additionally, 
private rating agencies have also 

It is a well-known fact 
that traditional lending 
institutions have always 
found it challenging to 
assess the credit risk of 
MSMEs as:

• Most MSMEs are 
perceived as high-
risk borrowers due to 
insufficient assets and 
low capital. Most of the 
micro-enterprises, often 
not even registered, do 
not tend to maintain 
proper accounting 
books and are not 
formally covered 
under taxation areas. 
Additionally, due to 
heavy dependence 
on cash transactions, 
the reported data is 
different from actual 
sales figures and 
profitability. 

• The high degree of due 
diligence by banks 
requires MSMEs to invest 
time and effort into 
the credit assessment 
process, resulting in 
high transaction costs. 
Furthermore, since the 
ticket size of MSMEs is 
small, they are not seen 
as a priority by bankers.

FEATURED



20

TRADE FINANCE TALKS

tradefinanceglobal.com

taken the initiative to score start-
ups based on the assessment of 
the idea of the start-up and their 
ability to convert the idea into 
sustainable operations.

Digitalisation

In fintechs, manual form filing is 
being replaced by digital data 
capture. Account analysis is now 
automated and no in-person 
visits are required, making the 
process more efficient for both 
lenders and borrowers. Several 
data points are drawn into the 
lending platform‘s automated 
underwriting mechanism where 
an algorithm assesses credit risk. 

“Digitally available 
data also paints 
a more accurate 
portrait of a borrower’
s

 
creditworthiness and

 associated  risk  to
 generate  a  credit  

underwriting insight.”

Digitally available data also 
paints a more accurate portrait 
of a borrower’s creditworthiness 
and associated risk to generate 
a credit underwriting insight. With 
increased formalisation and  
digitisation, bank statements 
have become more granular and 
complete, enabling lenders to 
generate much more detailed 
insights into borrower behaviour. 
New sources, such as transaction 
data (e.g.  point-of-sale  credit  
card trails) and other surrogate 
data (e.g.  telco,  utility  payments)  
are giving lenders an even 
deeper understanding.

Furthermore , as digital data 
is being used progressively  

 government networks like 
bank accounts, GST network, 
Government

 
e-Marketplace

 
   

(GeMS)
 

and
 

the
 

Trade
 Receivable  e-discounting

 system
 
(TReDS),

 
future

 
lending

 is
 
expected

 
to  move

 
away

 from
 
collaterals  to

 transactions
 
and

 
cashflow  

analytics.

The
 
role

 
of

 
technology

 
in

 
MSME 

credit
 
risk

 
assessment

DP:
 
Can

 
you

 
shine

 
a

 
light  on

 any
 
local

 
initiatives

 
which  

are
 
driving

 
different

 
ways

 
of 

assessing
 
credit

 
risk

 
using 

alternate
 
methods?

WLN:
 
In

 
APAC,

 
with

 
the

 
technology 

revolution
 
and

 
more

 
specifically 

artificial
 
intelligence,

 
fintech 

and
 
big

 
data

 
companies

 
have 

been
 
able

 
to

 
tap

 
into

 
alternative 

data
 
sources,

 
such

 
as

 
the 

correlation
 
between

 
loss

 
rates 

and
 
company

 
profiles

 
and 

ratings,
 
to

 
provide

 
lending

 
to 

MSMEs
 
that

 
are

 
not

 
able

 
to

 
secure 

bank
 
lending

 
given

 
their

 
lack 

of
 
complete

 
credit

 
information 

and
 
history.

 
Additionally,

 
these 

AI
 
models

 
have

 
also

 
proven

 
to 

be
 
able

 
to

 
examine

 
soft

 
factors, 

such
 
as

 
relationships

 
among 

stakeholders,
 
as

 
well

 
as

 
collect 

information
 
available

 
on

 
the 

Internet
 
as

 
inputs

 
for

 
the

 
lending 

decision.

Another
 
interesting

 
alternative 

lending
 
method

 
is

 
P2P

 
lending, 

where
 
apps

 
and

 
platforms

 
match 

willing
 
lenders

 
and

 
borrowers 

based
 
on

 
basic

 
information 

regarding
 
the

 
latter’s

 
business 

or
 
products

 
in

 
the

 
absence

 
of 

an
 
established

 
track

 
record. 

Whilst
 
risky,

 
many

 
investors

 
and 

lenders
 
have

 
seen

 
good

 
returns 

on
 
these

 
lending

 
methods.

 
This 

is
 
due

 
to

 
the

 
lending

 
decision 

being
 
an

 
investment

 
on

 
the         

potential upside of the MSME,
 

 as opposed to a decision made
 on historical information that

 may not necessarily relate to a
 company’s ability to make future
 repayments.

GTA: In India’s local market,
 banks and NBFCs have made

 innovations, introduced products
 and services for their MSME

 customers and are partnering
 with lending platforms to access

 new segments and benefit from
 the innovations in analytics and
 credit scoring. Cloud-based

 infrastructures, more data and
 wide dissemination of modelling

 techniques have allowed
 alternate lenders to differentiate

 the quality of risk assessment.
 The digital intermediaries provide

 data on past performance
 and expected performance of

 SME
 
partners,

 
and

 
the

 alternate
 
lenders

 
use

 
the

 
data

 for
 
risk

 
assessment

 
and,

 ultimately,
 
provide

 
funding

 
to

 the
 
SMEs.

Some
 
fintechs

 
are

 
exploring

 
the 

possibility
 
of

 
digitising

 
face-to-

face
 
discussions

 
and

 
inspection 

of
 
facilities,

 
using

 
wide

 
sources 

of
 
alternate

 
data,

 
advanced 

algorithms
 
and

 
AI

 
systems

 
for 

facial
 
recognition

 
and

 
object 

identification.
 
However,

 
fintechs 

do
 
not

 
stop

 
there,

 
as

 
they

 
are 

now
 
also

 
providing

 
services, 

such
 
as

 
converting

 
scanned 

financial
 
bank

 
statements

 
into 

customised
 
formats.

 
These 

services
 
are

 
crucial

 
as

 
they

 
are 

making
 
it

 
possible

 
for

 
banks 

to
 
make

 
quicker

 
decisions

 
by 

reducing
 
the

 
need

 
for

 
lengthy 

and
 
complicated

 
face-to-face 

interactions.

Another
 
potential

 
initiative

 
is 

based
 
on

 
the

 
hub

 
and

 
spoke 

model
 
where

 
8-10

 
physical 

branches
 
in

 
major

 
commercial 

centres
 
would

 
act

 
as

 
hubs more often through various
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and the rest of the nearby SME 
clusters would act as spokes. 
For small-ticket deals, the entire 
process of customer onboarding 
and credit assessment would 
be entirely digital with zero 
physical human interaction. 
In the initial phase, reliance 
would be on public data such 
as Credit Information Bureau 
(India) Ltd (CIBIL), Permanent 
Account Number (PAN), GST and 
social media which is largely 
available to everyone. In the later 
stages, there is a possibility for 
partnerships to be established 
with fintech partners within the 
lending industry as well as with 
e-commerce players with large 
customer bases.

The MSME financing gap still 
exists, but…

While global data, such as that 
provided by the World Bank 

can enable the creation of new 
models, it is also key to localise 
the approach and to take 
advantage of specific initiatives. 
GST in India typically helps small 

businesses to avail secured 

loans based on their GST returns
. Assessment of balance sheet 

or bank statements is no longer 

mandatory as a GST-compliant
 

MSME can avail itself of a loan
 

within 24 hours.

However, while alternative 
lending methods have paved 
the way for MSMEs to tap into 
financing, these methods, just like 
traditional lending methods, are 
not fool-proof. For instance, many 
big data models rely on relatively 
limited time-series information, 
meaning they are unlikely to have 
acquired data from economic 
downturns. The current economic 
downturn caused by the COVID-
19

 
pandemic could feed data into 

these models that could be seen 
as a disruption and negatively 
impact MSMEs' access to finance. 
To prevent this from happening, 
the new model would likely need 

to acquire more data and 
witness

 
more economic cycles in 

order
 
to make well-informed 

lending
 
decisions.

Nevertheless, MSME digitisation 
and readiness for digital lending 
as well as the industry’s views of 
sharing and providing access 
to data provides a positive, 
promising future for the reduction 
of the MSME financing gap.

FEATURED
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Bank of England’s Victoria 
Cleland on Banking, Payments 
and Innovation

2.5

TFG’s Joana Fabiao (JF)                 
interviewed

 
Victoria Cleland        (VC

),   Executive  Director  for  Banking,
 Payments  and  Innovation

 
at  the

 Bank  of  England,
 

during
 

City 

Week  2021.  They
 

discussed
 

how
 to  drive  innovation

 
in

 
the

 
baking

 industry,  the
 

next
 

generation
 

of
 Real-Time  Gross

 
Settlements

 
      

(RTGS),  and  diversity
 

and
 inclusion  within  the  industry.

 
 

 
 

 

Road
 
to

 
the

 
Bank

 
of

 
England

JF:
 
What

 
is

 
your

 
“backstory ”?

 
Tell 

us
 
a

 
little

 
more

 
about

 
your

 
role

 
at 

the
 
Bank

 
of

 
England.

VC:
 
I
 
joined

 
the

 
Bank

 
of

 
England 

soon
 
after

 
leaving

 
university 

and
 
have

 
been

 
“here”

 
(although 

currently
 
working

 
from

 
home) 

ever
 
since.

 
I
 
have

 
undertaken a

 
wide

 
range

 
of

 
interesting,  

impactful
 
and

 
meaningful

 
roles. 

It
 
is

 
the

 
breadth

 
of

 
opportunity 

coupled
 
with

 
contributing

 
to

 
the 

Bank’s
 
mission

 
–

 
to

 
promote the

 
good

 
of

 
the

 
public

 
in

 
the

 
UK  

through
 
maintaining

 
monetary 

and
 
financial

 
stability

 
–

 
that

 
has 

kept
 
me

 
engaged

 
for

 
so

 
long. I

 
have

 
been

 
Executive

 
Director  for

 
Banking,

 
Payments

 
and  

Innovation
 
since

 
2018:

 
leading

 
a 

team who are right at the heart of 
delivering the Bank’s mission. Key 
responsibilities include:

• providing banking services 
to the UK Government and 
around 150 central banks

• running our gold vaults 
containing about 400,000 
gold bars and the provision 
if needed of Emergency 
Liquidity Assistance

• running the RTGS service 
which is the beating heart of 
payments in the UK, settling 
an average of £700bn each 
working day.

Almost all electronic payments 
in the UK will interact with RTGS in 
some shape or form, so ensuring 
it is resilient is paramount to the 
UK economy. 

Central banks as drivers of 
innovation

JF: The Bank for International 
Settlement (BIS) and the Bank of 
England have recently introduced 
the BIS Innovation Hub London 
Centre. Can you tell us more 
about this initiative?

VC: We launched the BIS 

VICTORIA CLELAND (VC)
Executive Director for Banking, 
Payments and Innovation 
Bank of England

JOANA FABIAO (JF)
Marketing and Editorial Assistant
Trade Finance Global

Innovation within banking and payments is 
steaming ahead, but balancing accelerated 
digitalisation with maintaining stable 
infrastructure and liquidity is crucial.
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Innovation Hub London centre in 
June: a really exciting milestone. 
This is one of a small number 
of Hubs operating across the 
globe, with a focus on the role 
that central banks can play 
during this transformational 
time in financial innovation and 
technology. Whilst the Centre will 
be physically based in the Bank’s 
offices in London, it will draw on a 
vast array of fintech and financial 
expertise from right across the UK.
 
The London Centre will play an 
instrumental role in helping to 
develop and provide global 
infrastructure to support safe 
innovation across the world. 
There is a lot of innovation 
underway which can transform 
the global financial system.

“There is a lot of 
innovation underway 
which can transform 
the	global	financial	
system.”

While the private sector can 
create technological and 
commercial innovation, the 
public sector has a vital role 
in enabling and channelling 
its development so that it can 
provide efficient and safe finance 
for consumers and businesses 
across the country. The Bank 
welcomes financial innovation 
and works to ensure we are 
as technologically enabled 
as appropriate, supporting 
our mandate of financial and 
monetary stability.

The BIS Innovation Hub London 
Centre’s agenda is at the heart of 
this global cooperation between 
central banks. The BIS Innovation 
Hubs are currently working 
on future financial market 

infrastructure, central bank digital 
currencies, open finance, regtech 
and suptech, cybersecurity, and 
green finance. I am very excited 
that my area of the Bank is 
hosting the London Centre and 
am very much looking forward to 
contributing to and benefitting  
from its creative thinking.

The next generation of the Bank’s 
real-time gross settlement          
(RTGS) service

JF: You recently spoke about how 
the introduction of non-banks to 
the RTGS service could increase 
innovation. Can you speak about 
why that is?

VC: We are currently undertaking 
an important and ambitious 
programme to renew the RTGS 
infrastructure. 

The vision for the new RTGS will 
revolve around:

• increased resilience and 
access

• wider interoperability
• improved user functionality
• strengthened end-to-end risk

While resilience is at the core of 
our vision, our ambition is also to 
use the new service to promote 
innovation and competition, 
and an important part of this is 
increasing not just the number, 
but also the type of players who 
have direct access to the system.
 
In 2017 the Bank of England 
introduced a new policy to extend 
direct access to RTGS settlement 
accounts to non-bank payment 
service providers (NBPSPs), in 
particular qualifying E-Money 
Institutions and Payment 
Institutions authorised in the 
United Kingdom. Transferwise, 
now Wise, was the first to join 
and has been followed by others, 

with more in the pipeline. These 
institutions use RTGS accounts to 
directly access the UK’s sterling 
payment systems, particularly 
Faster Payments. 

“RTGS access for non-banks 
reduces their dependence on 
competitors, gives them 
greater

 
control over their 

payment
 

flows, and full 
flexibility on their

 
technology 

choices.”

These benefits enable NBPSPs
 

to provide payment services on
 

a more level playing field with
 

banks, and to offer a wider 
range

 

of payment products to 
their

 

customers.
 

In the longer term, the innovation
 

which stems from this policy
 

change promotes financial
 

stability by:
 

•
 

Creating more diverse
 

payment arrangements with
 

fewer single points of failure
•
 

Identifying and developing
 

new risk-reducing
 

technologies; and
•
 

Expanding the range of
 

transactions that can take
 

place electronically and be
 

settled in central bank money.

Extending RTGS access to NBPSPs
 

required a comprehensive risk
 

management framework, to
 

ensure that the resilience of RTGS
 

and the broader sterling payment
 

system are maintained.  And as
 

part of the renewed RTGS, we
 

are 
seeking to make the joining

 

process easier and smoother,
 

hopefully attracting more players.

Realising this vision also needs
 

the industry to meet key
 

milestones, the first of which is
 

June 2022. It will only be through
 

our collaborative endeavours
 

that we can deliver this exciting
 

vision for future payments.

FEATURED



24

TRADE FINANCE TALKS

tradefinanceglobal.com

Inequality, diversity and 
inclusion: Why it matters 
now

 
more than ever

JF: You’re an influential woman 
in finance, having held several 
leadership positions throughout 
your career. What pieces 
of advice would you give 
other women entering their 
careers right now, given the 
current market, and continued 
challenges around gender 
inequality?

VC: It is great that you are asking 
this question: it is crucial that 
issues around inequality, diversity 
and inclusion are tackled head-
on. However, it is also really 
important to think broadly when 

we discuss diversity. The Bank of 
England has recently published 
our new diversity targets for 
gender and ethnicity, and we are 
also considering how to extend 
these further to cover other 
protected characteristics, such 
as social mobility: striving for a 
truly diverse organisation. This is 
particularly important to me in 
my role as Executive Sponsor for 
our disAbility Network.

While there is clearly still more 
to do to increase diversity, in 
particular at senior levels, the 
Bank has changed enormously 
since I first joined, and while 
advice from experts and role 
models is helpful, to really make 
a difference needs commitment 

from the top of the organisation 
and strong investment to create 
a strong and sustainable pipeline 
of diverse talent. The Bank’s 
targets are, therefore, supported 
by the development of clear 
action plans and the introduction 
of processes to support truly 
effective accountability. My 
advice, in a nutshell: Believe in  
yourself and be true to yourself. 
Don’t you be the one to limit your 
ambition.

“Believe in yourself and 
be true to yourself. Don’t 
you be the one to limit 
your ambition.”
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Explained: UKEF’s Climate 
Change Strategy

2.6

The U.N. Secretary-General 
described the most recent IPCC 
report as a “code red for 
humanity”, as it was revealed 
that

 
the last decade was the 

hottest period in 125,000 years, 
with scientists predicting that 
warming will reach 1.5°C by 
2050. 

These reports are startling, but
 

by working together and 
tackling

 

these challenges head-
on, we

 

can reduce our emissions 
and

 

work towards our net-zero 
goal

 

by 2050. As we edge closer 
to

 

COP26 in November, 
businesses

 

across the country 
are

 

announcing their 
commitments

 

to achieving a low
-carbon

 

economy.
 

So far, almost one in three of the
 

UK’s largest businesses have
 

committed to UNFCC’s Race to
 

Zero campaign – an important
 

step, as businesses and the
 

finance sector have a vital role
 

to play in this mission. It requires
 

the financial system to adapt
 

by transitioning away from high
 

-carbon sectors to clean 
growth

 

alternatives.
 

Of course, as a global challenge
,

 

it’s equally important that this
 

effort goes beyond the UK – and
 

that the skills and expertise
 

of British businesses can help
 

    
 

 
equally promising that so many

 

British companies are starting to
 

realise the countless benefits and
 

opportunities that can be realised
 

with exporting across the globe.
 

In fact, green trade is set to be

 

worth £1.8 trillion by 2030, so there

 

are plenty of opportunities to

 

capitalise on.

 

What role do Export Credit
 

Agencies play?

Export Credit Agencies (ECAs) are
 

in a unique position to support
 

both domestic and international
 

climate aims, helping to realise
 

economic opportunities for the UK
 

and facilitating our international

 

partners to lower carbon

 

economies. 

UK Export Finance (UKEF), the
 
UK’s 

Export Credit Agency, has
 

increased its support to the clean
 

growth, climate adaptation and
 

resilience sectors. Following its

 

£2 
billion direct lending facility

 

for 
clean growth and renewable

 

projects, and its launch of a

 

Transition Export Development

 

Guarantee to help UK exporters

 

access high-value loan facilities

 

for general working capital or

 

capital expenditure purposes,

 

businesses are more empowered

 

than ever to transition to clean

 

alternatives.

LOUIS TAYLOR
Chief	Executive	Officer
UK Export Finance

The climate crisis is impacting all parts of the 
world, and everyone has a responsibility to help 
mitigate its impact.

FEATURED
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This all follows an announcement 
at the end of last year that, in line 
with UK Government policy, UKEF 
will no longer provide new direct 
financial or promotional support 
for the fossil fuel energy sector 
overseas – the world’s first ECA to 
do this. 

A new, 20-person-strong 
Renewables and Transition 
Underwriting Team has also been 
established in anticipation of the 
increased demand from 

businesses looking to play a part 

in the green industrial revolution. 

A dedicated team allows UKEF to
 

look more widely at renewable
 

opportunities across the board,
 

ensuring a fuller understanding of
 

what the UK can offer in the green
 

supply chain.
 

Over the next four years, UKEF 
will provide more detail on 
emissions for its most carbon-
intensive projects, establish new 
climate change stress-testing 
of its portfolio, and increase its 
financing for green projects. The 
department will then publish 

another strategy to detail 
progress on its path to net-zero 
in

 
2024.

Companies are already 
embracing the change

Already companies are 
taking advantage of these 
changes.  One such company is 
FoundOcean based in Livingston, 
Scotland, a business that 
provides specialist materials 
for seabed foundations to host 
large structures in the sea. In 
the last decade, the company 
has transitioned away from 
oil and gas applications to 
renewable energy projects. In 
June, FoundOcean received UKEF 
financial support to build the 
foundations for a 100-turbine 
wind farm in Taiwan. 

The deal means the wind farm 
will be able to produce over 
1GW of power – equivalent to 
20% of the level the UK already 
produces. FoundOcean now 
has clients spanning the globe 
- in South-East Asia, the Gulf of 

Mexico and in the Netherlands 
- as it anticipates that over half 
of its contracts will be overseas 
this year. On top of that, 80% of 
its business now comes from 
renewable energy projects.

This is a brilliant success story of 
a British business understanding 
what it can bring to tackling 
climate change, and the potential 
for business growth – and jobs – 
that can be achieved by taking 
advantage of green export 
opportunities.

The science is clear, and we must 
take urgent action to respond to 
the threat of climate change to 
have a chance of limiting global 
warming. While many businesses 
are taking advantage of the 
opportunities, many others are 
still unaware of the benefits that 
ECAs can provide in this respect. 
As a collective, we need to make 
the most of support like UKEF’s for 
the UK’s supply chain, and to save 
our planet.

How UKEF plans to be net-zero by 2050

It doesn’t stop there: UKEF has just announced our commitment that our portfolio and operations will 
be net-zero by 2050. Through our new Climate Change Strategy, UKEF has pledged to decarbonise all 
its operations and financial portfolio. This means our £50 billion capacity to support exports needs to 
be carbon-neutral on a net basis by 2050 – a major undertaking. 

To help us get there, the strategy is based on five pillars that will help UK exporters prepare for a net-
zero world. To end its contribution to climate change, UKEF will: 

• increase its support for green exports
• reduce greenhouse gas emissions from its financial portfolio
• improve understanding and mitigation of its climate-related financial risks
• report against climate-related commitments, enhancing transparency and discourse
• lead internationally, encouraging others to follow UKEF’s lead and set ambitious climate targets. 
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DEEPESH PATEL (DP)
Editorial Director 
Trade Finance Global
Board Member
ESG, ITFA

Chief Economist insights: Are 
iron ore prices propping up 
global trade?

3.1

Market overview and macro 
trends

DP: Can you please give a brief 
overview of the commodity 
market?

JM: As you pointed out earlier, 
there’s been a spike in prices, 
which has to do in part with 
the increased demand as 
factories kickstart production 
after COVID-19, even though this 
might be short-lived as the Delta 
variant threatens to slow down 
production again. In a nutshell, 
this year’s trade has recovered, 
and industrial production got 
back to where it was a couple of 
years ago. This has created a lot 
of demand for iron ore to make 
steel and copper for wiring, as 
well as all commodities that our 
industries require.

However, alongside that, we’ve 
had this bottleneck in shipping for 
a lot of different reasons, one of 
which is the fact that the shipping 
industry has not yet caught up to 

demand. Even if the commodities 
are available at the mouth of the 
mine, it can be challenging to get 
them to the factory door resulting 
in increased prices. Furthermore, 
this also distorts the perception of 
trade, as volumes have actually 
been falling in many situations.

“Furthermore, this 
also distorts the 
perception of trade, as 
volumes have actually 
been falling in many 
situations.”

For example, Chinese iron ore 
imports have been down this 
year, but prices have increased , 
making it look like iron ore imports 
are increasing when that’s not 

true.

DP: Can you talk us through some 
of the macro trade updates that 
we’ve seen?

JOHN MILLER (JM)
Chief Economic Analyst
Trade Data Monitor

The world has seen major changes in trade in 
goods volumes over the past 12 months. In the 
midst of this commodity supercycle, world trade 
of goods has declined some 12% in the last year, 

representing a loss of $22 trillion USD of trade. Is 

it all doom and gloom for trade, or will we see a
 

resurgence?
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Merchandise trade

Merchandise trade has 
recovered, and we’ve actually 
seen a change in what’s being 
traded during the pandemic. 
There are significant surges in 
demand for goods people can 
use at home, such as computers, 
furniture, routers and technology, 
and a decrease in demand 
for goods such as shoes and 
luggage, with petroleum imports 
experiencing a downturn as well.

This is starting to change, 
however, as restrictions ease and 
people start to leave their homes 
again, and stimulus policies in the 
US and Europe are implemented 
which have kept money in 
consumers’ pockets. This was 
really important for consumer 
demand which, in turn, helped to 
stabilise trade too, as consumer 
demand tends to be for goods 
that are not made in the US, 
Europe and the UK, but are mostly 
imported from Asia - computers, 
board games, furniture, lamps, 
etc. Therefore, when basic 
household demand is strong, 
trade is strong too.

Travel sector

Trade Data Monitor assembles 
and counts trading goods, not 
services. However, there are 
smart ways in which economists 
can associate goods with 
services trade. For example, the 

wine trade tends to follow how 

well restaurants are doing, or the 

luggage trade tends to follow
 
the 

performance of the travel
 

industry. We have seen a rebound
 

in demand in the travel sector,
 

however, it does feel very fragile.

This is not necessarily reflected 
in the trade numbers. The Delta 
variant has the potential to 
undermine and slow down the 

speed of economic recovery, 
even though that is not 
something we have seen, yet.

“The Delta variant 
has the potential to 
undermine and slow 
down the speed of 
economic recovery, 
even though that is not 
something we have 
seen, yet.”

Trade data this year looks pretty 
good. It looks like the world has 
gotten back to normal-ish. It is 
important to note that that has 
a lot to do with the resiliency of 
the economies, and a year-and-
a-

 
half ago, we didn’t know that 

we’d be in as good a place as we 
are

 

now, even if it is fragile. 
Consumer

 

demand has pretty 
much held

 

up, and we haven’t 
seen a great

 

depression because 
of COVID-19.

Brexit and the new free trade
 

agreements

DP: What’s been the impact of
 

Brexit on UK trade?

JM: The impact has been pretty
 

minimal. Three of the top five
 

suppliers in the UK market are in
 

the EU, with Germany remaining
 

as the UK’s biggest supplier of
 

goods in the first half of 2021,
 

followed by China, the US,
 

Netherlands, and Belgium.

Imports from China were up 48%
 

compared to 15% from Germany,
 

indicating there is the possibility
 

that China and the US could grab
 

more market share as the UK’s
 

relationship with Europe becomes
 

a little more fraught. The US is
 

now the UK’s biggest market for
 

traded goods by value followed 
by Germany, Switzerland, 
Netherlands and Ireland. So 
that’s again, three of the top five 
export markets for the UK are in 
Europe. A wide variety of goods, 
such as cars, pharmaceutical 
products and organic chemicals, 
are shipped from the UK to the US 
every year.

Nevertheless, Germany is still a 
substantial market for the UK too. 
Despite Brexit, tariffs are still the 
same, and supply chains are still 
intact, so the UK remains a strong 
commercial ally and there’s no 
reason for companies to stop 
importing from the UK.

The increased cost of having to 
deal with more regulators

DP: Has the surge in litigation and 
various anti-dumping measures 
impacted companies, such as 
chemical companies?

A lot of companies are looking at 
their supply chains. Legislations 
on chemicals force companies 
to register anything they make 
in the EU at a substantial cost, 
around 30,000 to 50,000 euros 
per chemical. Companies that 
used to only have to deal with EU 
regulators are now being forced 
to deal with UK regulators as well. 
As a result, companies might 
now think twice about choosing 
to be located in the UK and 
might choose to base 
themselves in Amsterdam 
instead to avoid having to deal 
with more

 
regulators.

I believe supply chains are going 
to move more towards Europe 
to take advantage of the single 
regulator and not have to deal 
with two regulators. However, 
that will take some time to shake 
out with companies having to 
assess costs and talk about a 

COMMODITIES & MARKETS
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very complicated upstream 
production of polyethene 
plastics, which are the base of 
manufactured goods. Therefore, 
some expected changes are 
likely to occur that will be 
disadvantageous to the UK 
market.

Could a UK-US trade deal be 
next?

DP: Are there any potential free 
trade agreements you think 
might be particularly interesting?

JM: The Australia-UK trade deal 
seems like a big deal. UK exports 
in the first half of 2021 to Australia 
were USD 3 billion according to 
our data, which is a substantial 
amount and imports were USD 2.2 
billion, totalling 5.2 billion in the 
first half of 2021 alone. 

“One of the most 
promising trade 
agreements would be a 
UK-US free trade deal”

One of the most promising trade 
agreements would be a UK-US 

free trade deal, which I believe 
Boris Johnson wants to do, 
however, the appetite now for 
free trade deals in the US is very 
minimal. The hyper globalisation 
we saw in the 90s and in the 00s 
is on pause, for now. I believe 
protectionism sentiment is high 
at the moment and there’s more 
scepticism about trade deals. 
Nevertheless, it does make sense 
for the UK to go out and do 
these deals, as there is still great 
merchandise and commercial 
power in many ways.

The Australia-China tension

DP: The tension between Australia 
and China continues to rise. What 
is causing this?

JM: There are a lot of regional 
politics, particularly between 
Australia and China. Australia 
is essential, in many ways, to 
Chinese industrial development. 
Western Australia  provided        
much of the iron ore that made 
the steel that built modern  
China. However, the Australian 
government is now looking 

at alternative markets. Trade 
Data Monitor has recently done 

some work for the Australian 
government looking at where else 
Australian beef and Australian 
wine could be exported from. I 
believe this is part of the move 
away from hyper globalisation 
that we’re now seeing.

“I believe this is part of 
the move away from 
hyper globalisation that 
we’re now seeing”

Including China looking inward 
and not being as dependent on 
markets in the US, Europe and 
Australia. There has been a boom 
in Asian markets, with Vietnam 
being a huge source of growth for 
Chinese exporters.

The tension with Australia is 
something we will see more of 
during this decade, as there 
are likely to be more political 
considerations that will impact 

how countries trade.

China as the world’s biggest 
importer

DP: China is on the brink, it seems 
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of  overtaking  America  as  the 
world’s biggest importer. Is that 
still the case?

JM: We thought it would happen 
last month, and it hasn’t yet. The 
title of the largest importer in 
the world pertains to the place 
where people or humans are 
buying the most, which since 
World War II, has been the US. It’s 
also why the US has had so much 
leverage in trade negotiations, 
and Americans are still the ones 
who buy the most goods.

Australia has been catching up, 
however, mostly because of its 
huge appetite for commodities, 
notably iron ore to make steel. 
Additionally, the Chinese market 
is also growing and consumers 
are shipping in more BMWs from 
Germany, more Château Lafite 
from the French wine country and 
more baseball gloves from Texas. 
There’s more appetite for goods 
now among Chinese consumers.

It’s a status China covets: to 
be the number one importer of 
merchandise goods. Achieving 
this will cement that China is the 
most powerful trading nation the 

world has ever seen. We believe 
this

 
is going to happen before the 

end
 

of the year, in large part due 
to

 
their appetite for soybeans, 

iron

 

ore, copper and other 
essential

 

commodities. When it 
happens

 

it will be the biggest 
story of the

 

century economically, 
politically

 

and diplomatically.

DP: How is America reacting to 
losing its coveted place as the 
number one importer?

JM: The current political 
consensus is that the US should 
import less, so trade is not really 
on the agenda right now. The 
Biden administration is not 
expected to do or say anything 
about trade, as it seems the 
Trump administration ended 
the elite free trade consensus 
that you cannot win a national 
election now in the US by 
campaigning for free trade, it 
makes you look foolish. Even 
though free trade creates winners 
and losers and has contributed to 
the overall prosperity of the US, it 
also has in many ways, crippled 
thousands of small towns in the 
middle of the US, which is what 
got Trump elected, so nobody is 

going to poke that beast for now.

Looking into a potentially 
prosperous future

DP: Where do you see the global 
trade industry going in the next 12 
months?

JM: I think one set of winners are 
Asian countries, such as Vietnam, 
Malaysia, Taiwan, and Singapore , 
who have been improving their 
export manufacturing base to 
compete with China and have 

tempered COVID-19 successfully. 

Essentially, we’re okay for now:
 

trade has recovered this year
 
as 

we talked about earlier, and
 

there’s enough demand, even
 

though there is some slowing of
 

growth.

The global trading system, which 
is underpinned by consumer 
demand in the US and Europe, 
but also increasingly more in 
Asia, where economies are more 
prosperous, is working for now. 
We don’t think that there’ll be a 
collapse like there was in 2020:  
we think there’ll be some slowing 
of growth, but essentially strong 
trading for the next 12 months.

COMMODITIES & MARKETS
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Managing the unmanageable: 
How Veridapt’s technology 
can mitigate risk in inventory 
and supply chains

3.2

Nowhere is this occurring more 
than within the energy, industrial 
minerals and agriculture sectors, 
where a shift to digitisation is 
necessary to better protect 
capital, generate greater profits, 

and enhance collateralisation. 

For instance, a new generation of 
digital technology has the

 
power 

to replace physical on-site
 

inventory inspections at mine
 

sites. It can also provide real-
time

 
data and images from 

seafaring
 
bulk freighters, at 

hydrocarbon
 
storage facilities 

and inside grain

 

silos. In many 
cases, the power of

 

this revolution 
lies in its simplicity

 

and low cost 
relative to the

 

benefits from what 
are frequently

 

multi-million-
dollar transactions.

 

Trust but verify 

More than three decades ago,
 

former U.S. President Ronald
 

Reagan popularised the English-
language translation of the

 

Russian proverb: doveryai, no
 

proveryai - “trust but verify”
 
- 

during nuclear disarmament
 

negotiations with the Soviet
 

Union. Today these three words 
could easily become the mantra 
of bulk commodities inventory 
control. 
 
The just-in-time (JIT) inventory 
model - first popularised  by 
Japanese automakers, and  then 
adopted almost universally  in 
the 1980s - demanded that 

supply lines be inherently flexible,
 

inventoryless, even  
computerless,

 

and replenished 
by infinitely

 

responsive suppliers.
But this is being

 

replaced by a “
just-in-case”

 

mindset.
 

 
“Unlike in pre-pandemic times, 
when JIT deliveries were often 
the preferred practice in order 
to manufacture to demand, 
companies are now forced to 
shore up inventories to safeguard 
against shortages,” says David 
Thambiratnam, chief executive 
of Veridapt, a leading provider of 
inventory hardware and software 
solutions.”
 
That means they are holding 
more capital in inventory, 

JIM REGAN
Freelance Journalist
Veridapt

DAVID THAMBIRATNAM
CEO
Veridapt

The pandemic and the ensuing disruptions in 
how the world produces, transports, stores, and  
consumes bulk commodities  is  placing  physical  
inventory control and monitoring in the cross-
hairs of revolutionary change
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creating an even greater need 
today to monetise inventories 
to

 
improve liquidity, according 

to
 

Thambiratnam.
 
While this diametric shift was in 
motion before the pandemic, 
the logistical upheaval caused 
by COVID-19 is accelerating the 
process. One example is the 
commercial seafaring sector - 

like so many caught off-guard by 

the global devastation unleashed
 

by COVID-19 - a laggard in
 

response to the challenges of
 

COVID-19, resulting in less reliable
 

shipping and delivery schedules 
-

 

both lynchpins of the 
commodities

 

trade.
 
A reason for this is that as 
countries impose COVID-19 
travel

 
restrictions, seafarers are 

finding
 

it difficult to get home 
between

 
contracts. 

The aftermath of the pandemic
 
More than a year into the 
pandemic, the United Nations 
estimates one-fifth of the 
world’s 2 million seafarers are 
stuck on ships long after their 
contracts have expired. This 
means shipping companies can’t 
get new crew from their home 
countries to man ships.
 
All this is happening while 
demand for shipping skyrockets, 
outstripping supply. ”Few global 
supply chains have been spared 
from the wrath of the COVID-19 
pandemic,” the International 
Chamber of Commerce (ICC) 
warned in July.
 
As part of a way to create 
opportunities for all parties 
involved in the international 
supply chain, the ICC recently 
launched the Digital Standards 
Initiative in partnership with the 
Asian Development Bank and 

Singapore’s government to 
establish a globally 
harmonised,

 
digitalised trade 

environment.

The surge in commodity prices
 

and fraud 

Given disruptions to supply,
 

unsurprisingly, the value of
 

commodities is soaring. Crude 
oil

 

prices were up 19% since 
January

 

2020. Iron ore prices 
climbed

 

124%, copper 57% and 
wheat 37%

 

over the same period. 

With commodities worth more,
 

unsurprisingly, inventory fraud is
 

also rising. Without safeguards
 

and technology specifically
 

designed to help prevent and
 

expose criminal activity, there is a
 

risk that many lending institutions
 

will steer clear of commodity
 

financing - the beginnings of
 

which are already emerging. 

Fraud is driving banks out of
 

commodity trade finance with
 

financial stress linked to the
 
        

COVID-19 pandemic, exposing
 

how widespread it had become,
 

a conference organised by the
 

International Grains Council (IGC)
 

was told. 

Lambert Commodities partner
 

Jean-Francois Lambert told
 

the conference, held in July
 

2021, that the situation was
 

more serious than during the
 

2008 financial crisis. ”We are
 
in a 

similar situation, but even
 

more 
critical because banks are

 

withdrawing (rather than scaling
 

back operations),” he said. “
When

 

banks are withdrawing, 
because

 

of fraud, because of 
situations

 

like that, you can 
imagine they

 

are not going to 
return tomorrow

 

morning.”

“When banks are 
withdrawing, because 
of fraud, because of 
situations like that, you 
can imagine they are 
not going to return 
tomorrow morning.”
 
Without more effective weapons 
to combat fraud, who could 
blame them? High-profile 
commodities fraud cases costing 
banks hundreds of millions of 
dollars are making headlines at 
an alarming rate. Mares Pectron, 
Zenrock, Marex Spectron, Hin 
Leong, and Transmar to name 
just a few.

Digital safeguards against fraud
 
Veridapt’s Thambiratnam said  it 
was the $350 million Transmar  
fraud case against the former 
chief executive of Cocoa 
Trading

 
that led his company 

and
 

Macquarie Bank to team up 
and

 
create better safeguards 

that
 

only digital processes could 
provide.
 
Two years later, Veridapt has 
successfully expanded from its 
original focus of providing  
visibility of fuel supply chains to 
mining and industrial 
customers,

 
into a fintech that 

works with
 

financiers and 
merchants in

 
providing real-

time visibility of
 

collateral.
 
The aim was simple: to enhance 
certainty by eliminating much 
of the human error or limitations 
associated with more traditional 
approaches to monitoring 
commodities.
 
Maximising inventory controls 
through digitisation is also 

COMMODITIES & MARKETS
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integral to meeting ESG goals. 
Some innovative banks and 
technology companies, such as 
Veridapt, are ahead of the curve
.  

For example, if an oil company
 

wants to sell carbon offset crude,
 
 

they can work with their bank to
 

monitor incoming and outgoing
 

flows in real-time to offset each

 

transaction. Quantum leaps

 

are 
also occurring in reporting

 

on 
emissions based on the

 

production region and originating

 

wellhead. Moreover, fugitive

 

emissions associated with

 

transportation  and storage can 
also be measured. This provides 
a more complete picture of how 
much needs to be offset.
 
While the digitisation of every 
aspect of business management 
is rewriting how the world defines 
workers and the workplace, one 

constant remains: to generate 

maximum net returns from an
 

enterprise as a whole.
 

 
To that end, Thambiratnam 
explained,

 
”Digitisation of 

physical
 

commodity trading is 
critical

 

if companies want to continue 
to expand their businesses in 
the face of increasing risk and 
diverse opportunities.”

”Digitisation of physical 
commodity trading is 
critical if companies 
want to continue to 
expand their businesses 
in the face of increasing 
risk and diverse 
opportunities.” 
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Global value chains: Resolving 
the India paradox

3.3

Entrepreneurial spirit 
and innovation are in 
India’s DNA

Though COVID-19 has dominated 
India’s headlines in recent 
months, the country is usually  
recognised for its undeniable – 
and growing – strength across 

goods and services sectors. Yet 

the Asian country’s integration
 

into global value chains –
 

measurable by the foreign
 
value

-added to India’s exports,
 
and 

domestic value-added to
 
India’s 

intermediate good exports
 
– 

remains surprisingly weak.
 
Peter 

Born, Chief Representative
 
for 

Commerzbank in Mumbai,

 

examines why this is the case,

 

and what steps are being taken

 

to address the challenges of

 

the 
business environment in the

 

country.

 

“Given the wealth 
of opportunity India 
presents, it is no 
surprise that it now 
stands as the sixth-
largest economy in the 
world and the third-
largest by purchasing 
power parity.”

Entrepreneurial spirit and 
innovation are in India’s DNA. 
Indeed, the past decade has 

witnessed growing numbers of 
foreign entities opting to 
outsource services to India, as 
well as large swathes of global 
supplies of food, coal, cement, 

steel and electricity being 

sourced in the country. Given
 

the wealth of opportunity India
 

presents, it is no surprise that it
 

now stands as the sixth-largest
 

economy in the world and the
 

third-largest by purchasing
 

power parity. The country’s
 
IT 

industry alone accounts

 

for US$
194 billion in revenues,

 

employs 
over four million

 

individuals,
 and  continues  to  grow

 
apace.

 
Untapped

 
potential

More
 
recently,

 
India

 
has

 
grabbed

 headlines
 
for

 
playing

 
a

 
leading

 role
 
in

 
the

 
manufacture

 
of

 
the

 Oxford-AstraZeneca,
 
Covaxin,

 and  Sputnik
 
vaccines.

 
The

 country’s  subsequent
 
foray

 
into

 
   

“vaccine  diplomacy”
 demonstrated

 
its  desire

 
to

 expand
 
its

 
geopolitical  horizons,

 and
 
succeeded

 
in  opening

 
the

 door
 
to

 
new

 
trading  relationships,

 and
 
improving  existing

 
ones.

 

“Despite
 
its

 
great

 promise
 
and

 
ambition,

 India’s
 
integration

 
into

 
global

 
value

 
chains

 
remains

 underdeveloped
 
and

 largely
 
untapped.”

 

PETER BORN
Peter Born
Commerzbank
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Yet, despite its great promise 
and ambition, India’s integration 
into global value chains remains 
underdeveloped and largely 
untapped – with few lead firms 
created in the country, and 
customs and taxes negatively 
impacting on competitiveness. 
What’s more, India can be 
overlooked by foreign businesses 
that are reluctant to take on the 
challenges that the country’s 
business environment presents. 
 
Historical factors

There are many factors at play. 
Historic policy traditions, such as 
the Licence Raj – a bureaucratic 
system to which all Indian 
businesses were subject between 
1947 and 1990 – certainly set 
a precedent for extensive 
government intervention into 
commercial activity in India in the 
past. The system, which obliged 
businesses to request permission 
from up to 80 government 
agencies prior to commencing 
production, and, if granted, to 
be regulated by the government 
thereafter, limited the country’s 
competitiveness and ability to 
participate in global markets. 

Limits were also placed on 
foreign direct investment, and 
foreign exchange reserves were 
strictly controlled in terms of 
allocation across sectors. Though 
much of the red tape around 
domestic production has now 
been lifted, some vestiges of this 
interventionist approach still 
linger– Indian labour laws, for 
instance,  

 
which are still explicitly 

prohibitive of the laying off of 
workers.

  

Today, the government’s strategy 
towards the business sector 
shows signs of some similarly 
heavy-handed policy-making. 
In a bid to encourage domestic 
procurement in support of local 
manufacturers – many of which 
were being undercut by cheap 
foreign imports – the government 
increased import duties. This 
has negatively impacted India’s 
competitiveness in the global 
markets, given that companies 
are no longer able to access 
cheap raw materials and must 
instead increase the price of 
their end-products to offset 
the loss. The country’s desire to 
become self-reliant and boost 
domestic production is therefore 
threatening the survival of 
many of India’s micro, small- 
and medium-sized enterprises 
(MSMEs), which make up a sizable 
proportion of the country’s GDP.

Improvements underway

While some strategies may be 
short-sighted in their execution, 
the business environment in 
India is tangibly improving – as 
evidenced by India’s rapid rise in 
the World Bank’s Ease of Doing 
Business rankings, from 143rd 
(out of 190 countries) in 2014 
to 63rd in the 2020 report. The 
pandemic, of course, represents 
a setback in delivering upon 
the new opportunities this 
should create. But the country 
has nonetheless continued 
to become increasingly 
connected, resulting in freer 
movement of labour – bringing 
new opportunities for young, 
ambitious workers across India. 
Alongside this, growing investor 
emphasis on environmental, 

social and governance (ESG) 
factors has triggered the 
emergence of new tech start-
ups in India. And liberalisation in 
some licensing requirements, as 
well as the accelerating “Make 
in India” campaign, have also 
encouraged increased foreign 
participation and investment in 
India’s manufacturing sector. 
Furthermore, although China has 
regained its position as India’s 
closest trading partner, India 
has been forming close ties 
elsewhere and exploring new 
opportunities. For example, the 
EU-India relationship is expected 
to grow, particularly following 
the recommencement of talks 
around a free trade agreement 
at the EU-India summit in May 
this year. The UK, too, expects to 
increase its collaboration with 
India across a range of industries, 
including pharmaceuticals, 
fintech, chemicals, petroleum, 
and food products.

Harnessing opportunities

Of course, harnessing this huge
 

potential relies on banking
 

partners that are able to
 

facilitate commercial activity
 

amidst both the pandemic-
induced complexities and also

 

the country-specific challenges
 

that are unique to India. No
 

doubt, these hurdles will continue
 

to dissipate in the coming
 

months and years, particularly
 

as the government’s “less
 

government, more governance”
 

strategy comes to fruition. In
 

the meantime, reconciling the
 

paradox that characterises
 

India’s business landscape may
 

present challenges, but these
 

are outweighed by the potential
 

rewards for doing so.
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Commodity finance: A story of 
caravels, carracks, clippers and 
artificial intelligence

3.4

The past

The world of trading and 
commodities has been 
underpinned by, amongst others, 
Bills of Lading and Letters of 
Credit for centuries.

Merchants would go on voyages 
for several weeks, if not months, 
in a caravel, carrack or clipper 
to the Far East, or elsewhere, to 
buy cotton, wool, tea, spices or 
other commodities. They would 
be equipped with a Letter of 
Credit in their trunk, often hand-
written by the clerk of their 
high street banks. That Letter of 
Credit provided added security 
to the producer or supplier that 
payment would be made by a 
bank against the remittance of 
certain documents, such as a Bill 
of Lading.

Caravels, carracks, clippers and 
paper Letters of Credit are long 
gone today.

The present

Letters of Credit moved from 
paper to telex and then on to 
SWIFT, at some point in the 1980s.
The bulk of Letters of Credit  

are still issued by SWIFT. That 
hasn’t changed. In fact, SWIFT 
reported having processed more 
than $2 trillion in documentary 
trade in 2020. 

The core characteristic of the 
instrument – an engagement 
of a bank to pay against the 
presentation of documents – has 
not changed either, in principle. 

Similarly, paper Bills of Lading 
are still widely used, although 
they are not hand-written 
anymore. However, the core 
of these instruments hasn’t 
changed either. A Bill of Lading 
still allows access to the goods 
when handed over to a shipping 
company.

I remember that, when I decided 
to move back into the trade 
finance business in 1999, some of 
my colleagues asked me why I 
did this. The feeling was that this 
paper fortress would be digitised 
soon. At that time, we were in the 
middle of the internet bubble.

After a few failed trials and 
attempts of digitising Bills of 
Lading, things apparently started 
to move. About a decade ago, 

HUGO VERSCHOREN
Consultant
goVer Trade Technologies Ltd

Letters of Credit are the backbone for global trade 
and	finance,	yet	their	digitalisation	has	been	
lacklustre at best, with challenges still remaining. 
What	does	this	mean	for	commodity	finance?
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the first workable solutions for 
electronic Bills of Lading entered 
the market.

There are still a few bumps in the 
road 

Currently, there are a couple 
of solutions up and running 
when it comes to electronic 
trade documents. However, as 
we know, there are still a few 
hurdles. Mainly, the legal and 
regulatory acceptance of such 
digital documents in a number of 
jurisdictions.

Electronic Bills of Lading are being 
used more frequently in  the 
commodities business, but also 
as a document of value, in 
combination with the Bank 
Payment Obligation (BPO).

In spite of the ICC’s support, with 
the publication of the URBPO 
rules

 
and a lot of 

commercialisation
 

efforts, the 
BPO did not pick

 
up as expected. 

There are a
 

number of reasons 
for this,

 

such as the seller not 
being a

 
party in the transaction 

and the

 

incompleteness of the 4
-corner

 

model. Furthermore, the 
BPO

 

was put in the market as a
 

replacement for Letters of Credit,
 

which is not entirely justified.

A few years ago, blockchain 
entered into the world of trade, 
and is, bit by bit, conquering its 
place. Other projects like the 
Digital Standards Initiative (DSI) 
add value to this. Reluctantly, 
the world of Letters of Credit and 
the environment around it is 
changing.

“Reluctantly, the world 
of Letters of Credit and 
the environment around 
it is changing.”

This old-fashioned vehicle is still 
chugging along. But for how long? 
I think for quite some time. There 
are at present a few opportunities 
to fine up this vehicle so that it 
can continue to drive without 
worries on modern highways.

First of all, the rules and practices. 
Whether the Letter of Credit is 
issued on paper or digitally, 
whether documents are written 
on parchment or are digital, 
presenting documents without 
discrepancies and getting paid is 
not easy at all.

Commodity traders are very 
skilled in this, but for other users, it 
remains an issue.

There is room to review the rules 
(although ICC is not envisaging 
such a revision for the time 
being) and education is crucial 
as well. 

For banks and other financial 
services providers, Letters of 
Credit remain indispensable. If 
the process of winding off a Letter 
of Credit does not run smoothly, 
it does have a negative impact 
on the value of such collateral 
for the bank. Particularly in the 
world of commodities, Letters 
of Credit can act as a basis for 
financing. Bills of Lading and other 
documents, whether paper or not, 
can also serve as collateral.

Secondly, it is needless to say that 
digitisation of these documents 
and flows would be a significant 
leap forward for the world of 
trade finance. For a number 
of reasons, the COVID-19 crisis 
has accelerated the process 
of digitisation, but we are not 
there yet. Despite not being able 
to completely rule out fraud, 
digitisation will not make life 
easier for fraudsters.



39
tradefinanceglobal.com

“Despite not being able 
to completely rule out 
fraud, digitisation will 
not make life easier for 
fraudsters.”

As a result, committing fraud 
by using the same document 
over and over again in 
various transactions, multiple 
endorsements, and changing the 
data in a document  is  going  to  
be a bit more difficult.

Furthermore, the monitoring of 
the assets might be easier in the 
digital world compared to the 
paper world.

The future of digitisation

One step further to digitisation is 
Artificial Intelligence!

What’s the use of applying 
Artificial Intelligence (AI) in the 
world of trade finance? AI 
might be able to take over a 
few time-consuming and 
specialised tasks, but there are 

several challenges. For the time 

being, we are not there yet.
 

Take for example automated
 

document examination. This
 

does not pertain to screening 
documents and checking them 
against sanction lists. That will be 
relatively easy based on data 

gathered from the documents by 
Optical Character Recognition

 
    

(OCR),  and  compare  these  with  
lists  of  sanctioned  entities,  duals-
use  goods,  etc.

One of the main tasks is to 
examine the documents 
presented under a Letter of Credit 
against the terms and conditions 
of the Letter of Credit, the rule 
frameworks, such as UCP 600, 
ISBP  745,  and  other  information  
contained  in  ICC  Opinions,  
DocDex  decisions  etc.

Currently,  this  task  is  performed  
by  very  skilled  and  experienced  
staff.  If  someone  would  have  
told  me  five  years  ago  that  
these  tasks  will  be  performed  by  
computers  in  the  future,  I  would  
have  told  him  that  he  reads  too  
many sci-fi   stories, but things  
are  changing.  I  was  surprised  to  
see  what  is  already  possible  
nowadays.

 
 

 

In  June  2021  the  ICC  published  
its  brief  for  the  'Automation  of  
Document  Examination  under  
Documentary  Credits'.  This 

    

institutions on how to utilise AI.
 

The document describes the
 

process of automated 
document

 
examination by 

comparing it to
 
self-driving cars.

 

The value of this for banks and
 

corporates, players in the world of
 

trade
 
and

 
commodities

 
finance,

 

cannot
 
be

 
overestimated.

AI
 
will

 
be

 
able

 
to

 
help

 
banks

 
and 

corporates
 

to
 

prepare
 

and
 

examine
 
documents

 
and

 
to

 
avoid

 

unpaid
 
bills

 
or

 
late

 
payments

 
due

 

to
 
discrepancies

 
that

 
are

 
likely

 
to

 

be
 
overlooked

 
by

 
humans.

As
 
well

 
as

 
having

 
a

 
positive

 

impact
 
on

 
the

 
level

 
of

 
operational

 

risk,
 
AI

 
will

 
also

 
add

 
to

 
the

 

smoothness
 
of

 
the

 
process

 
of

 

handling
 
Letters

 
of

 
Credit,

 
and,

 

consequently,
 
will

 
add

 
to

 
the

 

value

 

of
 
the

 
collateral.

Caravels,
 
carracks

 
and

 
clippers

 

can
 
now

 
be

 
found

 
in

 
museums.

 

Letters
 
of

 
Credit,

 
however,

 
are

 

still

 

part
 

of
 

the
 

present,
 

and
 

certainly

 

of
 

the
 

future,
 

in
 

whatever

 

form

 

it

 

might
 

be.
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From Suez to Ningbo-Zhoushan 
– The Global Freight Crisis is 
halting international trade

4.1

COVID-19 brought international 
trade

 
to a halt following the 

closure
 

of the Ningbo-Zhoushan 
port

 
in China, thus causing a 

global

 

microchip shortage. There 
have been

 

other unanticipated 
issues too

 

, such as the Suez
 

Canal blockage.

Disruptions in international trade

COVID-19 has been a disruptor in 
international trade, which is relied 
upon for livelihoods due to the 
unanimous and global need for 
food and medicines. From closing 
major Chinese ports that account 
for billions of tonnes of goods, to 
affecting major retailers’ supply 
chains, the pandemic and other 
unforeseen challenges, such as 
the Ever Given blockage, have 
raised the question: how do we 
become more proactive when 
faced with major challenges in 
international trade?

Ningbo-Zhoushan port closure

The several weeks of closure at 
the Ningbo-Zhoushan port was 
the latest in a string of disruptions 
to global supply chains since 
the beginning of the pandemic. 
COVID-19 struck a worker in the 

Meishan terminal, causing the 
swift closure of the port that 
handled nearly 1.2 billion tonnes 
of goods in 2020.

The Meishan terminal closure 
left a fifth of the entire container 
volume at the Ningbo-Zhoushan 
port being held up, having to be 
diverted to other Chinese ports, 
resulting in the worst congestion 
in Chinese ports for seven years.

The reopening of the port had 
been highly anticipated, so 
the news that procedures could 
partly resume as of   August 18, 
2021 was welcomed.  Upon 
reflection of the closure,  
emphasis has been put on 

preventing the spread of the 

COVID-19 virus by following
 
strict 

quarantine measures and
 

resuming production by handling
 

the congestion of aground trucks.

The global microchip shortage

In addition to     disrupting 
 

major
 ports,  COVID-19  has  affected
 global  supply  chains  in  the

 
form

 of  a  global  microchip  shortage.
 This  has  affected  the  production

 of  billions  of  everyday  items
 

that
 use  microchips  to  

MALIKA QURHAN
Junior Marketing Manager
Trade Finance Global

Coined the ‘Global Freight Crisis’, a triple whammy 
of port closures, driver shortages, and the 
aftermath of Suez canal blockage  are  
challenging

 
supply chains like never before
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function, such as televisions, 
games consoles, and many 
common household appliances. 
Outbreaks of COVID-19 in   
factories

 
led to the  shutting 

down
 

of
 

microchip  

manufacturing,
 

but
 

production
 

was
 

not
 

the
 

only
 

challenge being
 

faced.
 

Port
 

closures, such as the
 

Ningbo- Zhoushan closure, 
meant

 

that
 

chips were not 
reaching

 
their

 

intended 
destinations,

 
causing

 
a

 

major 
backlog

 
in

 
completion.

The
 
shortage

 
has

 
been

 

predicted

 

to
 
cost

 
major

 
car

 

retailers
 
£80

 

billion,
 
with

 

companies
 
such

 
as

 

Nissan
 
and

 

Ford
 
stating

 
that

 
they

 

will
 

reduce

 

production
 

of
 

vehicles

 
 

by

 

500, 000
 

and
 

1
 

million
 

units

 

respectively.
 
Chinese

 
firms

 
that

 

have
 
been

 
impacted

 
by

 

sanctions
 
have

 
been

 
stockpiling

 

microchips,
 
leaving

 
other

 

companies
 
in

 
deficit.

 
Apple

 
CEO

 

Tim
 
Cook

 
said

 
that

 
sales

 

of
            

iPhones
 
and

 
iPads

 
 
would

 
also

 

take
 
a

 
hit

 

. In
 
an

 
interview

 
with

 

Reuters,
 
Cook

 
said

 
that

 

although

 

many
 

of
 

those
 

microchips

 

are

 

mainly
 

used
 

in
 

older

 

technologies,
 

iPhone
 

production

 

rates
 

will
 

still
 

be
 

affected,

 

and

 

could
 

result
 

in
 

losses

 

of

 

up

 

to

 

$4

 

billion.

 
 

 
 

 
 

 

Suez
 
Canal

 
blockage

International
 
trade

  
has

 
also

 

been
 
affected

 
by

 
unforeseen

 
      

blockage
 
by

 
the

 
Ever

 
Given

 
ship

 

in
 
Egypt.

 
The

 
Suez

 
Canal

 
allows

 

for
 
the

 
efficient

 
movement

 
of

 

goods,
 
and

 
enables

 
roughly

 
12%

 

of
 
the

 
world’s

 
trade

 
between

 

Asia,
 
Europe,

 
and

 
the

 
Middle

  
 

East.

 

The
 
blockage

 
also

 
led

 
to

 
oil

 

prices
 
skyrocketing

 
and

 

shipping
 
delays

 
worldwide.

 
 

The
 
global

 
freight

 
crisi

 
s: 

lessons

 

to
 

be
 

learned
 

Firms
 
have

 
been

 
caught

 
off

 
guard

 

by
 

these
 

disruptions
 

and
 

have
 

had
 

to
 

react
 

to
 

mitigate
 

them, 
with

 
some

 
losing

 
billions

 
of

  
 

dollars.
 
Companies

 
are

 
thinking

 
of 

ways
 

to
 

better
 

overcome
 

such
 

disruption
 
in

 
the

 
future,

 
with

 

importance
 
being

 
placed

 
on

 

firmer
 
procedures

 
following

 
a

 

COVID-19
 
outbreak,

 
such

 
as

 
mass

 

testing
 
and

 
strict

 
lockdowns.

 

Other
 
Chinese

 
ports

 
have

 
also

 

slowed
 
vessel

 
discharges

 
and

 

increased
 
the

 
freight

 
prices

 
of

 

some
 
commodities

 
in

 
order

 
to

 

ease
 
the

 
congestion.

“Firms
 
have

 
been

 

caught
 
off

 
guard

 
by

 

these
 
disruptions

 
and

 

have
 
had

 
to

 
react

 
to

  

mitigate
 

them,
 
with

 

some
 
losing

 
billions

 
of

 

dollars.”

As a result of the global 
microchip shortage, nations 
are realising that they cannot 

 
rely 

on China or the USA’s  production 
of these critical chips.  The 
European Commission has  said it 
wants to increase  its 10% 
contribution of  global  chip 
production to 20%, thus

 

preventing situations such as
 
the 

global microchip shortage
 
from 

affecting production
 
rates so 

severely in future.
 

Companies 
such as Apple are

 
already 

decreasing their iPhone
 

production, and are predicting 

that it may be up to two years
 

until demand can be fully met.
 

Additionally, the price of devices
 

that require microchips will also
 

significantly increase due to 
 

 
shortages.

Even though the Suez Canal 
underwent a major expansion 
worth $8.5 billion in 2015 to meet 
capacity, the Ever Given  
blockage has opened the eyes 
of

 
many, highlighting the     

  
issues
 that can  arise

 
 due to

  
increased

 demand
 
of  goods

 
globally.

 
High

 demand  has
 
resulted

 
in

 
an

 increase
 
of  extremely

 
large

  
 
 
 

 

containers,
 
and,

 
as

 
we

 
have

 seen,
 
these

 
ships

 
are

 
not

 
always

 able
 
to

 
reach

 
their

 
destinations

 when
 
passing

 
through

 
narrow

 waterways.
 
Emphasis

 
must

 
be

  placed
 
on

 
the

 
correct

 
navigation

 of
 
such

 
large

 
vessels

 
an

 
d

 
 

updating
 
risk

 
assessments.
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The impact of the M.V. Ever 
Given incident on traders –      
New

 
risks on the horizon

4.2

Owned by a Panamanian

 
subsidiary of Shoei Kisen Kaisha

 
of Japan, and operated by a

 
Taiwanese transport company,

 
Evergreen Marine, the Ever Given's 
blockage  of the Suez Canal, 
which is the  route for shipments 
between  Europe, Asia, and
America,  contributed to rising 
freight  and container rates that 
had  already soared during the

 
 

pandemic. As the
 

vessel finally 
arrived in Europe

 
and the UK, for 

traders who had  been adversely 
affected by the  incident, it is time 
to consider how  to deal with their 
claims for loss of

 

and damage to 
their cargo, and

 
other losses 

caused by delays in
 

the delivery 
of the cargo.
 
Limitation of liability of the

 shipowner

Many people may think the

 owners of the vessel should be

 responsible for these claims.

 

Of 
relevance, in this case, is the

 International Convention on

 Limitation of Liability for 
Maritime  Claims 1976 (The 
Limitation  Convention).

 
The

 Limitation
 

Convention enables ship owners
,

 
in certain circumstances, to

 
limit

 
their overall liability (based

 
on

 
the tonnage of the vessel)

 

by 
applying to constitute a

 limitation fund and protecting

 other vessels in their own or
 associated ownership from 

arrest  by claimants against the 
ship.  

“Many
 
people

 
would

 think
 
that

 
owners

 
of 

the
 
vessel

 
should

 
be  

responsible
 

for
 

these
 

claims.”

The
 
owners

 
of

 
M.V.

 
Ever

 Given
 
commenced

 
limitation

 proceedings
 
before

 
the

 

Admiralty  Court
 

in
 

London
 

on
 

1
 

April

 

,  and

 

the
 

Admiralty
 

Court
 

 made

 

an

 

Order
 

on
 

13
 

July
 

2021 to
 

allow

 

the

 

constitution
 

of
 

 the
 

limitation

 

fund.

  

Under
 

the
 

Order,
 

any

 

claims

 

of

 

a

 

type
 

that
 

fall
 

within

 

the

 

1976

 

Limitation
 Convention

 

must

 

be

 

made
 

in
 

this  Action

 

before

 

the

 

English
 

court  on

 

or

 

before

 

20

 

September
 

2021.  

WENHAO HAN
Partner
Zhong Lun Law Firm

The blockage of the Ever Given - which ran 
aground in March this year with over 18,000 
containers on board - brought international 
attention to the global shipping industry, and its 
impact will be felt for years to come
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Claims resulting from the loss of 
or damage to property, or loss 
resulting from the delay in the 
carriage of goods by sea, are 

subject to the limitation of liability.

The process of filing claims 
against the limitation fund is 
a long and protracted one. 
At the end of the process, the 
dividends from the limitation 
fund for eligible claims may be 
very limited, or close to nothing, 
depending on the nature and 
value of the claim. For small 

claims, it may not be worthwhile 

to incur legal costs to participate 

in this process.

Release of the cargo in exchange 
of General Average security

When applying for the limitation, 
the owners of M.V. Ever Given also 
declared ‘‘General Average’’, by 
which the owners of the cargo in 
the containers will be liable to 
share all of the costs of re-
floating the vessel according to 
the value their cargo bears, in 
proportion to other cargo on 

board. The process of making
 
this 

assessment is conducted by
 

average adjusters, who will be
 

appointed to assess the value
 
of 

each shipment on board and
 

apply a formula that determines
 

the amount to be contributed by
 

each owner. The bills of lading will
 

provide evidence of the contents

 

of the containers held on board,

 

and will help in informing an

 

assessment of the value of the

 

cargo.

For cargo owners, a General 
Average Security by way of a 
General Average Guarantee 
from cargo insurers will need 
to be provided in order for 
shipowners to release the cargo. 
However, where no insurance 
arrangements are in place, cargo 
owners would need to post a 

General Average Bond in order to 
secure the release of the cargo. 
There is no limit on the amount 
of the contribution which may 
be sought from cargo owners. 
It may be inevitable that some 
cargo owners will abandon their 
cargo to avoid making such 
contributions as they think fit after 
weighing the gains and losses. It 
is advisable that cargo owners 
review their insurance policies to 
check what type of cargo 

insurance they have purchased 

and whether the loss of or
 

damage to the cargo is covered
 

by the insurance. If the cover is 
triggered, cargo owners should 
notify the claim against their 
insurers as soon as possible.

In many cases, the loss resulting 
from the M.V Ever Given incident 
relates to the prolonged delay in 
the delivery of the goods. Cargo 
insurance based on the Institute 
Clauses does not cover damage 
attributable to delay in any 
manner. It should be expected 
that the prospect of making 
successful claims for losses 
resulting from delays against 
cargo insurers may well be very 
slim indeed.

Moreover, cargo interests may be 
affected by claims for demurrage 
or detention for occupying 
containers for too long. This is 
not covered by any insurance. 
However, business interruption 
policies, where applicable, may 
protect the cargo interests to 
some extent, subject to the terms 
of the policy.

A wake-up call to new risks for 
traders

“The FCA, FAS, and FOB 
Incoterms® 2020 
recognise the 
possibility for the seller 
and buyer

 
to agree that 

the seller
 

contracts for 
carriage

 
at the risk and 

expense

 

of the buyer.” 

The M.V Ever Given incident is 
a wake-up call for traders to 
recognise that on top of the 
risks of loss of or damage to the 
goods, which are addressed 
both in the United Nations 
Convention on Contracts for 
the International Sale of Goods 

Cargo insurance coverage 
and claims

For cargo owners, the 
real prospect of potential 
recovery could well lie with 
cargo insurance. Invariably, 
they

 
should have  

purchased cargo insurance 

for their goods on board 

the vessel. In international
 

trade, cargo insurance
 

is most often procured 
under the Institute Cargo 
Clauses (ICC) - widely 
used

 
in the international 

marine
 

insurance market. 
There

 
are three variants of 

these
 

Clauses: 

1. ICC (A) – covering all 
risks unless specifically 
excluded

2. ICC (B) – being a rarely 
used cover between 
extended and restrictive 
clauses

3. ICC (C) – being only 
applied in listed perils 
when something 
happens to the means 
of transport, such as 
the sinking of the ship 
or derailment of a 
land

 
conveyance.

SHIPPING & TRANSPORT
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(CISG), and in Incoterms® 2020, 
there exists the risk of delay. The 
FCA, FAS, and FOB Incoterms® 
2020 recognise the possibility for 

the seller and buyer to agree that 

the seller contracts for carriage 

at the risk and expense of the
 

buyer. However, this risk means
 

something else to that of loss or
 

damage to the goods or, for that 
matter, the risk of delay. It means 
the risk of availability of transport 
facilities and the ensuing price 
increase caused by shortages. 
Within the ongoing shortage 
of container liner slots and 
the increase of ocean freights, 
traders need to cater for these 

risks in their sales contracts with 
extra care, to best protect their 
positions. This is unchartered 
water

 
in the present, prevailing 

trading

 

conditions. 
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A roadmap to the digital 
transformation of commercial 
shipping

4.3

TFG heard from Punit Oza, 
Executive Director at the 
Singapore

 
Chamber of Maritime 

Arbitration,
 

who talked about the 
main pillars

 
that support a 

transforming
 

organisation in the 
commercial

 
shipping and freight 

sector.

Key trends in commercial

 

shipping

To truly transform, we must

 

address the fundamental

 

question – why transform? Things

 

are going well right now, so why

 

change? These are natural

 

questions, and ones that

 

any 
management team should 

 

ask. 
The answers lead 

 

us to identify 
the key trends in

 

commercial 
shipping:
1.
 

Family-owned shipping
 

companies are undergoing a
 

“sea change” (pun intended).
 

When we look at family-
owned companies such as

 

MSC, Maersk, PCL, and even
 

Klaveness, we see they are
 

moving towards professional
 

PUNIT OZA
Senior Adjunct Fellow
Maritime and Port Authority of 
Singapore Academy

Today, transformation 
is a buzzword doing the 
rounds in all companies 
and sectors around the 
globe, and the 
maritime sector is very 
much riding  this wave

 as well

Three pillars supporting a 
transforming organisation

Sustainability
As an organisation 
transforms itself, it needs 
sustainable processes 
and systems which are 
dynamic and rise above 
the individual users. The 
processes and systems 
will live on well beyond the 
users, and need to stand 
that test of longevity and 
adaptability. 

Transparency
As they say, “what you 
see is what you get”. It is 
important to establish clear 
and transparent processes 
and systems, which will 
help the entire organisation 
recognise its strengths, 
weaknesses, and gaps.

Profitability
Eventually, the organisation 
needs to remain profitable 
to survive and grow. There 
are many ways you can 
gauge the efficiency and 
results of a transformative 
process and system, 
but, eventually, it will be 
profitability – the ability to 
contribute to the bottom 
line – as the final straw on 
the camel’s back.

SHIPPING & TRANSPORT
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managers taking over the 
running of the company. 
In the past, the shipping 
companies were dominated 
by the family members 
controlling the company.         
They were in effect the “deal-
makers”, and the chartering 
managers in these 

companies were essentially
 

doing the back-end jobs –
 

running voyage estimates
 

and negotiating the contracts.
 

This has meant that the
 

knowledge of systems and
 

processes has become the
 

benchmark of expertise for

 

chartering professionals.

 
 
 

 As the companies
 have become more

 professionalised, and the
 technology is now quickly
 taking over these systems
 and processes, these

 chartering managers are
 expected to take over the task

 of deal-making. This will also
 mean that a whole new set of
 skills need to be imparted to

 these professional managers.
 This is one of the key reasons

 why digital transformation is
 essential – to unlock the true
 potential of the chartering

 professionals.
 

2.
 

The old school way of
 teaching and passing
 knowledge from seniors

 to youngsters through
 mentoring does not exist. The

 intent to mentor is missing
 and, in some cases, so is the

 knowledge, especially among
 senior personnel who came

 into the industry in the heady
 years of 2003 to 2008, when

 the market was on fire. These
 senior managers never got

 trained, due to no fault of their
 own, in the basic concepts of

 shipping, and that means 
they  

are not able to pass on any “
knowledge” to the younger 
generation. In addition, the 
younger generation is much 

more  impatient,  and  prefers 
to  learn  through  technology  
rather  than  the  old  school  

methods.  

3.  Gone are the days when 
information was key to 
getting a deal done. Today, 
data is the new “oil”, but it is 

becoming more and more 

democratised.  Nearly  all  of 
us  have  access  to  the  same 
data.  The  power  of  data  and  
the  impact  of  its  objectivity  is

 unparalleled.  However,  the  

key  is  not  data  itself  but  the
 

way  we  analyse  it.  It  will  be
 

analytics  that  will  set  you
 

apart  and  get  the  deal  done. 
Gut  feel  and  memory  were

 

usually  behind  decisions
 

taken,  but  they  are  limited  in
 

scope,  extremely  subjective
 

in  nature,  and  linked  to  an

 

individual.  Data  Analytics

 

allows  us  to  make  objective

 

and  data-driven  decisions,

 

although  the  task  of  making

 

that  decision  still  lies  with

 

humans.

How  to  leverage  the  key  trends

It  is  important  to  remember  that  
technology  is  not  the  endpoint,  
but  only  an  enabler  that  allows  
you  to  get  to  the  endpoint  –  
which  is  to  solve  real  pain  points
.

“The	first	action 	is	that	
the  process  must  start

 

from  the  top.”

The  vision  of  digital
 

transformation  must  be  laid
 

out  by  the  top  management
 

,  
communicated  in  clear  terms

 
 

to  the  whole  organisation,
 

and possibly written into one of 
the broad goals of the company. 
Digital transformation must be 
brought into the organisation  in 
the same way that traffic  from 
two lanes merges into one  on 
an

 
expressway. 

The main elements of this 
 

merging of lanes are setting 
 
of 

traffic rules (Chief Executive
 

Officer sets these rules), the
 
cars 

themselves (Chief Digital
 

Officer 
provides these technology

 

vehicles and products), and, 
finally,

 

the drivers who are driving 
these

 

cars (Chief Human 
Resource

 

Innovators ensure that 
the

 

personnel using these 
products

 

are adequately skilled). 
Thus CEO,

 

CDO, and CHRO must 
combine

 

their energies to build 
this vision

 

and implement it.
The second action is to get the 
buy-in from existing staff. Not only 
are the existing staff a reservoir 
of knowledge and experience, 
but they are also, most likely, the 
biggest revenue earners in the 
team. They need to be on board. 
Their obvious questions are – why 
do I need to transform? I know 
my business well and am making 
good money for the company, 
so why change? Am I making 
my own job redundant? Over the 
years, knowledge and proficiency 
in systems and contracts was 
considered an end. This must 
change. It is important to use 
technology to standardise and 
automate processes, and at the 
same time  re-skill  employees  
with skills such as Insight Selling, 
Marketing and Negotiation Skills, 
to turn process experts into deal-
makers. This will unlock their  true 
value and get their crucial  buy-in 
in the transformation  process.
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“The younger 
generation is looking 
for colleagues that they 
enjoy working with, and 
a sense of purpose. 

Digital transformation 

ticks both these boxes.”

The third action is to attract 
young talent and, more 
importantly, retain them. The 
younger generation is looking 
for colleagues that they enjoy 
working with, and a sense of 
purpose. Digital transformation 
ticks both these boxes. The digital 
transformation journey is as 
exciting as a treasure hunt. You 
have been given the destination 
and a set of clues, and it is up to 
you to solve the riddles and reach 
the treasure. When you make this 
an exciting process and involve 
the younger talent, they will 
simply love this process. Often, 
the younger talent is not given 
credit for their ideas, and in some 
cases, not even given a voice on 
the table. This must change. The 
young talent are digital natives 
with very little baggage from the 
past, and that should be a  
positive attribute to bring about 
Digital Transformation. A key use 
of technology with the existing 
staff is to vault their knowledge 
by creating videos and 
presentations on various topics 
of expertise and disseminating 
them across the organisation. 
Remember to give them full 
credit, which is obviously well 
deserved and will motivate them 
even more.

This technological tool will also 
help bridge the knowledge gap of 
seniors as they are more likely to 
learn those concepts on their own 
phone or laptop than to publicly 

admit they lack knowledge. These 
tools also ensure buy-in from the 
younger talent.

The final action is to equip the 
organisation with the power of 
data analytics. This will involve 
data literacy (ensuring that each 
employee is aware of the power 
of data and thereby entering it 
more responsibly), data access 
(so that each employee can see 
how powerful data is helping 
them and enabling them to 
contribute better), and, finally, 

data tools (to visualise the data 

 
, 

capture  insights,  and  therefore
 

drive  decision-  making).  These
 

three  elements  will  combine
 

to
 

create  Data  Democracy,
 

which
 

will  ensure  that
 

the
 

organisation
 

truly  moves
 

towards
 

data
 

analytics  in  an
 

efficient
 

and
 

purposeful  
manner.

The steps to a successful
 

transformation

Combining the generic trends
 

and actions outlined above with
 

my experience in Klaveness, I can
 

offer some key takeaways
 

. I truly 
believe that technology is  a 
great leveller. Eventually, we will  
move towards standardisation, 
and more shipping products will 
become “homogenous” in  
nature.

 
The only differentiating 

factor will
 

be the people and the 
service

 
they are giving to their 

customers.
 

 All things being 
equal, the team

 
that offers a 

better service and
 

value to their 
customers will win,

 
and the focus 

will move back to
 

adding value 
to the customer.

 
However, for all 

other things 
 

to be equal, the 
companies

 
need to catch up on 

digital
 

transformation and 
technology.

 
Thus, it is essential to 

embrace
 

this for all companies. 
Remaining

 
static in an ever-

changing world is nothing short 
 

of suicide.
 

Good luck, and avoid fatal 
accidents   along  the  way. 



1. Transformation is 
not an option but a 
necessity!

2. Data is NOT the key 
– Data Analytics is!

3. Eliminate insecurity 
among senior talent 
through re-skilling 
and motivate 
younger talent by 
providing them 
with a voice and a 
purpose.

4. Technology is your 
friend – use it in 
difficult times to 
solve problems.

5. Transform from 
within and then 
move outside to 
focus on customers.

6. Use the Problem/
Solution/
Implementation 
Approach.

7. Seeing is believing – 
aim for a few small 
wins to reaffirm 
belief.

8. Vision set out by 
CEO and executed 
by CDO and CHRO.

9. Step by step 
approach is good 
enough but these 
steps must move 
the company in the 
right direction.

SHIPPING & TRANSPORT
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Electronic Documents and 
English Law: The roadmap to 
digital trade documents

4.4

SARAH GREEN
Law Commissioner
Law Commission of England and 
Wales

To adopt paper documents 
electronically, it is necessary to be 
able to interoperate with different 
entities, and to do this, a common 
language, a set of global trade 
standards are needed. However, 
there are workarounds, and we’ve 
seen an incredible amount of 
progress, thanks to the English 
Law Commission and the Digital 
Negotiable Instruments Act.

From IOUs to trade documents - 
an overview of a 3000-year-old 
industry

For internationally traded goods, 
it’s surprising that for every cargo 
shipment moving from point A to 
point B, there’s probably a plane 
rushing to get there first, to deliver 
the paper documents with wet- 
ink signatures, to allow for the 
legal transfer of ownership of the 

goods.

With such an inefficient method 
for transferring ownership, 
TFG took a deep dive into why 
electronic documents are not 
widely used and accepted, 
despite their potential to make 
trade faster and more efficient.

The Law Commission of England 
and Wales, the legal body 

responsible for creating the laws 
that pertain to trade documents, 
works proactively to ensure that 
the law is modern, accessible, 
and fit for purpose. However, 
there is an inherent lag between 
the changes in the world of 

commerce and the adaptation 

and update of the laws, Sarah
 

Green highlighted.
 

Not only did the pandemic 
exacerbate the need for  paper 
documents to catch up with the 
changing dynamics of the 
industry, but also the pressure 

placed by stakeholders and legal
 

advisers on lawmakers. It would
 

appear that the entire industry
 

was behind this much-needed
 

change. But what has changed?

How the pandemic accelerated 
trade digitalisation

If there were a way to make 
international trade easier and 
more efficient, then why not 
pursue it? Up until 2020, the 
use of paper documents and 
wet-ink signed documents was 
the norm, and, despite it being 
inconvenient at times, this did not 
outway the convenience of paper 
documents. 

If sustainability  and blockchain  aren’t the biggest 
buzzwords 	in	trade	finance 	right	now,	it’s	MLETR 	-	
the model law on electronic transferrable records
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This is not the first time the 
industry has tried to shift towards 
larger incorporation of electronic 
documents, in fact, this topic 
has been debated for over a 
decade. Nevertheless, technology 
has been met with a significant 
number of challenges, such 
as the lack of interoperability 
and standards, privacy issues, 
and, most importantly, legal 
issues. The challenges to the 

wide use of technology could, 

and still cannot, be faced by a
 

single individual, corporation,
 

or regulatory body. It requires a
 

collaborative effort.

The pandemic, despite its myriad 
of negative repercussions, 
created the necessary push 
for change to take place. The 
conjunction of the limited 
movement of people with 
technological developments led 
to some arguably important  
changes in legislation concerning 
electronic documents.

Over the last 18 months, the 
lack of the acceptance of 
electronic signatures has, 
therefore, turned into the 
elephant in the room. With the 
world being forced to cooperate 
and collaborate at an 
unprecedented scale, both to 
tackle the pandemic and to 
pursue new applications of 
technology, electronic 
documents can now be 
explored as a viable possibility.

 
 
 

 
 

 
 

 
 

.

What are the issues with 
accepting electronic documents 
under English Law?

The list of issues with paperless 
trade is long, ranging from 
the lack of verifiability to the 
lack of interoperability among 
companies. Nevertheless, 
the biggest challenge to 

the integration of electronic 
 
 

documents, under the current 
structure of English law, is 
possession.

“The reality is that there 
are no real, legal  
objections under English 
Law to the acceptance 
of electronic documents 
per se, as paradoxical 
as that may seem.”

The reality is that there are no 
real, legal objections under 
English Law to the acceptance of 
electronic documents per se, as 
paradoxical as that may seem. 
The problem lies with possession, 
and with the fact that this type of 
document is regarded as  
intangible under the law,  and  an  
intangible  document  cannot  be 
possessed.

If a tangible, paper document is 
transferred from person A to  
person B, the possession of the 
document and all the rights 
embodied in that document are 
easily transferred, tracked, and 
verified, as only one individual 
can possess it. With an 
electronic

 
document, however, 

doing this  becomes more 
challenging, as  up until recently 
there were no  effective methods 
of achieving  this. This is where 
the role of  technology and the 
incredible  progress that has 
been made  over the last few 
years comes in.

As a result of the shifts in 

the industry, the market 

participants’ demand for this 

type of document, paired with 

breakthroughs in technology 

that make it possible to 
replicate

 

the possession aspect 
of paper

 

documents in an  

electronic document, the English 
Law Commission is proposing 
legislative changes. MLETR, the 
United Nations Model Law on 

Electronic Transferable Records, 

appears to be a phenomenal, 

overarching guide that enables 

each country to implement it in
 

its own way. It was based on the
 

success of this model law that the
 

English Law Commission created
 

its proposal. This proposal
 

revolves around the extension of
 

the concept of possession so that,
 

under the right circumstances, 
both tangible and intangible 
trade documents can be used in 

trade.

How can technology help 
bridge the gap between the 
intangible and tangible?

This question is at the 
heart of the English Law 
Commission’s consultation 
paper, which through 
extensive research aimed 
to identify the core features 
of what made not only a 
trade document tangible or 
intangible, but any other 
object, person, or institution 
that it was applied to. The 
result of this paper was a list 
of three specific attributes 
that determined whether 

something is tangible or 

intangible.

The first attribute is 
independent existence in 
the world. Can, whatever it 
is that is being assessed, 
exist, even if a person exists 
or not, or if someone lays 
claim to it or not, or 
whether a legal system 
exists or not.

The second attribute is
 

exclusive possession. If
 

person A can transfer
 

SHIPPING & TRANSPORT

http://cbs.wondershare.com/go.php?pid=5239&m=db
http://cbs.wondershare.com/go.php?pid=5239&m=db
http://cbs.wondershare.com/go.php?pid=5239&m=db
http://cbs.wondershare.com/go.php?pid=5239&m=db
http://cbs.wondershare.com/go.php?pid=5239&m=db
http://cbs.wondershare.com/go.php?pid=5239&m=db
http://cbs.wondershare.com/go.php?pid=5239&m=db


52

TRADE FINANCE TALKS

tradefinanceglobal.com

The truth about the 
current workarounds 

Despite stating, throughout this 
article, that intangible trade 
documents such as an 
electronic payment undertaking
, cannot be utilised under 
English Law, there appears to be 
a workaround. When certain 
documents can prove to be 
more efficient or

 
beneficial for 

corporations, it
 
becomes 

common for creative
 

workarounds
 
to

 
be

 
found.

  
This

 
is

 

very
 
common

 
in

 
the

 
industry,

 

and
 
it

 
can

 
be

 
a

 
solution.

Nevertheless,
 
problems

 
with

 
the 

creative
 
workarounds

 
appear 

when
 
situations

 
go

 
wrong,

 
such 

as
 
when

 
insolvency

 
occurs.

 
In 

this
 
case,

 
the

 
difference

 

between
 

a
 

contractual
 

right
 

-
 

obtained
 

through
 

the
 

workarounds-

 

and
 

a
 

proprietary

 

right

 

-

 

obtained
 

through

 

the

 

law

 

-

 

can

 

make 
 
a

 

world

 

of

 

a

 

difference

 

to

 

the
 

parties

 

involved.

 

This

 

is

 

one

 

of
 

the

 

primary

 

reasons

 

why

 

industry

 

participants

 

are

 

now,

 

more

 

than

 

ever,

 

supportive

 

of

 

the

 

full

 

use

 

of

 

electronic

 

documents

 

when

 

desired.
 

The roadmap is here

The English Law Commission 

has  created a roadmap
 

to 

digital

 

trade documents,
 through

 

the

 

identification of
 
the 

three

 

attributes
 

that
 

address    
possession. By addressing    

 

possession effectively and 
concretely, the main challenge 
has been tackled and resolved. 
Even though this might be the 
first step in the United Kingdom, 
and there are no globally 
accepted standards, this is an 
important

 
step in the right 

direction. 

Even though it would, at first  
sight,
 

appear that the creation of 
a

 

global set of standards would 
be

 

the ideal solution to the 
problems

 

surrounding electronic 
trade

 

documents,
 

this
 

may
 

not
 

be

 

the

 

case.
 

Each
 

country,
 

and
 

each

 

economic
 

region,
 

possesses

 

its

 

own
 

set
 

of
 

legislations

 

and

 

jurisdictions,
 

making

 

global

 

acceptance
 

more

 

of

 

a

 

utopian

 

concept
 

than
 

a

 

possible

 

reality.

 

In

 

summary,

 

we

 

may

 

very

 

soo
 

n

 

stop

 

referring

 

to

 

digital

 

trade
 

documents

  

as

  

a

  

“nice-to-
have”,

 

but

 

rather

 

as

 

a

 

core

 

component

 

of

 

global

 

trade.

“In
 
summary,

 
we

 

may
 
very

 
soon,

 
stop

 

referring
 
to

 
digital

 

trade

 

documents
 

as
 

a
 

“
nice

 

- to-have”,
 

but
 

rather

 

as

 

a

 

core
 

component

 

of

 

global
 

trade.”

 



the possession of a 
document, for example, to 
person B, resulting in 
person A no longer owning 
said document, then it 

does possess exclusive 

possession.

The last attribute i  s 
divestibility. This attribute 
relates to the previous one, 
as when something is  
transferred from person A 
to be person B, person A no 
longer has possession of it, 
meaning they can divest 
themselves of it willingly.

According to this research, 
it is only  if and when 
technology can ensure 
electronic documents meet 
these three criteria that the 
full

 
acceptance of all 

electronic
 

trade documents 
can take

 
place. When this 

happens,
 

intangibility will 
become

 
irrelevant. In fact, 

distributed ledger 
technology has

 
already 

been used, with a
 

large 
degree of limitations,

 
to this 

extent. Nevertheless,
 

identifying this set of
 

attributes will, undoubtedly,
 

have a deep impact on
 
the 

speed of the adoption
 

of 
this type of document.

 

Technology will have a
 

clearer framework to build
 

upon.
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DEEPESH PATEL
Editorial Director 
Trade Finance Global
Board Member
ESG, ITFA

Lies, Damn Lies, and Tradetech /
ESG  - What 's next for the future 
of trade finance?

5.1

There’s no doubt that trade, 
supported by good trade policy 
and the effective deployment of 
capital into this low-risk asset 
class, will help bring nations 
out of poverty, and support 
MSMEs, particularly women-
owned businesses, and those 
in emerging and developing 
markets, during a time when they 
need support the most.

TFG’s Editorial Director Deepesh 
Patel reported from ICC Mexico’s 
annual conference on the future 
of trade finance from a Latin 
American perspective.

COVID-19 has been a wake-
up call for the global trade 
community. It has revealed 
the extreme fragility of global 
supply chains, the challenges 
of supplier concentration risk, 

and the opacity and complexity 
of supply chains. But to get out of 
the pandemic, we need the 
global distribution of vaccines, 

and to get vaccines for all, we 

need international cooperation,
 

innovation in medical supply
 

chains, and the equitable 
distribution of vaccines in poorer 
economies. A recent ICC study 

found that there is a $9.2 trillion 

USD potential economic loss if 
governments fail to ensure

 

developing economy access to
 

COVID-19 vaccines.

But for Mexico, and Mexico’s 
role in the global ecosystem, 
what does this actually mean? 
The past three days have been 
a

 
SWOT analysis (strengths,  

weaknesses, opportunities, and 
threats) on what the future 
holds for trade in Mexico.

 

We’re	at	an	inflection 	point 	when 	it	comes 	to	the	
future 	of	trade 	and	trade 	finance .	Let’s	make 	this	
one count
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ICC Mexico’s Annual Meeting saw 
four major themes:

When America sneezes, the rest 
of the world catches a cold

Mexico’s recovery looks positive, 
as a result of recent actions in 
the USA, since when America 
sneezes, the rest of the world 
catches a cold. The inverse is also 
true. As Carlos Capistran, Gabriel 
Casillas, and Kenneth Smith 
Ramos highlighted, the global 
economy is on track for growth 
for the remainder of the year, 

driven largely by the US. The US 

has implemented a huge fiscal
 

stimulus - some 27% of GDP - as
 

well as massive monetary policy,
 

keeping interest rates close to   
0%, which has of course helped 
its now biggest trading partner 
– Mexico. 

Mexico has overtaken China as 
the US’s biggest trading partner, 
which once accounted for 33% 
of global goods, as companies 
have near-shored their supply 
chains. The USMCA region (US, 
Mexico, and Canada) remains 
the

 
largest trade region in the 

world.
 

Despite export controls and 
a lot

 
of hot air towards the end of 

the
 

Trump administration, Mexico, 
also a global manufacturing hub, 
will fare well as a result of  the US 
economic recovery post-
pandemic. Nearshoring and 
reshoring is happening, moving 
production and value chains from 
Asia to North America, as the 
world becomes more polarised 
and supply chains continue to 
adapt to global challenges.

Building the roadmap for truly 
digital trade

As the USMCA reaches the one-
year

 
mark, with 12 new chapters, 

the real focus on digital and 
e-commerce trade is a blueprint 
for other nations looking to 
update trade agreements to the 
21st century.

But truly digital trade is still 
the holy grail for the trade 
community. As Oswald Kuyler, 
Gunnar Colin, Alisa DiCaprio, and 
Michael Vrontamitis highlighted, 
we’re no longer at the MVP or 
POC

 
phase of trade digitalisation.

“We’re moving towards 
scale, mass adoption, 
and survival of the 
fittest.”

But digital transformation means 
different things to different 
people. For some, it’s upgrading 
the antiquated, paper-based 
processes by iteratively 
improving trade operations. For 
others, it’s building new islands, 
networks and partnerships to 
break down industry siloes and 
reinvent trade operations. But 
for all, digital transformation is 
complex, and digitising trade 
has many different facets. But 
new technologies promise better 
risk and fraud management, 
MSME financial inclusion and 
credit scoring, according to 
Emmanuelle Ganne, Inwha Huh, 
Isabel Mendex, and Muis 
Fernando Mendoza. From 
recreating bills of lading on the 
blockchain; to using AI and 
robotics to fight duplicate 

invoices and counter terrorist 
financing; from rethinking the 

concept of trust with Central Bank 

Digital Currencies; to tokenising
 

trade assets - the digital train 
has

 

departed the platform: let’s
 

hope you’re on board.

Sustainability – What is the
 

pathway towards greening trade
 

finance?

Lies, damn lies, and ESG -
 

something we have to be mindful
 

of, as we heard from Andrew
 

Wilson and Roberto Leva. We
 

need to stop SDG-washing,
 
green

-washing, and ESG-washing. That 
said, and despite what the

 
short-

termists might
 

say, there is long- 
term profitability

 
in sustainably 

financing
 

infrastructure, energy, 
and

 
projects. That’s why, 

according to
 

Gema Sacristan and 
Juan Pablo

 
de Botton, multilateral 

agencies,
 

international financial 
institutions,

 
and development 

banks must
 

step up their game, 
particularly

 
to assist 

correspondent banks
 

in 
developing and emerging

 
 

1. That Mexico stands 
at an economic 
advantage over the 
course of the next 12 
months

2. The roadmap for digital 
trade is laid out, we’re 
now moving from proof 
of concept to reality

3. The call to action for 
sustainable trade 
finance is right at the 
top of the agenda

4. Regulatory frameworks 
and good trade policies 
are crucial enablers 
for the digitalisation 
of trade finance 
transactions – it’s not 
just about the tech.

FINTECH
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in 
a sustainable way. Rating

 

agencies can also assist, helping
 

to build a framework for providing
 

preferential capital ratings
 

and regulatory treatment on
 

sustainable trade finance assets,
 

making green trade finance as
 

sophisticated as the green bonds
 

market.

The regulatory framework for
 

Trade and Supply Chain 
Finance

 
Transactions

Geoffrey Brady and Alexander
 

Malaket also discussed the
 

implications of the recent
 

changes by the International
 

Accounting Standards Board    
 

(IASB), deciding to create new
 

standards for Supply Chain

 

Finance, due to concerns from

 

investors and regulators that

 

they were unable to gain a 

 

    

 

when such arrangements 
are not

 
reported.

Then there’s the regulatory
 

framework around digital trade.
 

If 
sustainability and blockchain

 
aren’t 

the biggest buzzwords in
 

trade 
finance right now, it’s MLETR.

“There are workarounds,
 

and an incredible
 

amount of progress,
 

thanks to the English
 
Law 

Commission and
 

the 
Digital Negotiable

 

Instruments Act.”

There are workarounds, and an 
incredible amount of progress, 
thanks to the English Law 
Commission and the Digital 

In summary, and in the words
 
of 

Roberto Leva, we’re trying to
 

redecorate the bathroom whilst
 

the kitchen is on fire. The priority
 

right now is the global health and

 

economic crisis as a result of the

 

pandemic. Nations must come

 

together
 
to

 
innovate,

 
support,

 

and
 
aid

 
recovery.

 
But

 
along

 

the
 
way -

 
and

 
at
 

this
 

very
 

big
 

inflection
 
point -

 
it’s

 
important

 
to
 

remember
 
what

 
we’ve

 
achieved

 

in
 
the

 
past

 
15

 
months,

 
in

 
terms

 
of

 

rapidly
 
advancing

 
global

 
trade

 
-
 

a
 
3,000-year-old

 
industry

 
that

 

once
 
relied

 
on

 
IOUs

 
written

 
on

 

Mesopotamian
 
clay

 
tablets.

 
There

 

are,
 
currently,

 
an

 
estimated

 
4

 

billion
 
paper

 
documents

 
lodged

 

in
 
the

 
trade

 
system,

 
and

 
a

 
$2-4

 

trillion
 
USD

 
trade

 
finance

 
gap.

 
I
 

think
 
the

 
end-goal

 
is

 
pretty

 
clear,

 

and
 
the

 
roadmap

 
is

 
clearly

 
laid

 

out.
 


economies to build back better  
finances 
clear picture of a company’s Negotiable Instruments Act. 
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SAILA ALAPIHA (SA) 
Senior Product Owner
OP Financial Group

Human to machine –           
Democratising trade 
finance with semantic 
models and

 

JSON

5.2

GUNNAR COLLIN (GC)
Head of Sales and Marketing
Enigio

HARRI RANTANEN (HR) 
Business Developer
SEB

From ISO 20022, to the SWIFT 
TSU/BPO, TFG’s Deepesh Patel 
interviewed three 
representatives

 
from the 

Standardised Trust, who have 
been building an enriched 

semantic model and market 
practices for guarantees and     
Standby Letters of Credit              
(SBLCs),

 

with the aim of 
democratising

 

the use of digital 
trade finance-

 

related design 
and development

 

resources.

 

Standards already exist

Establishing and enriching
 

standards for trade finance has
 

been the holy grail for digital
 

trade enablement for over a
 

decade. Already, data standards
 

and harmonised semantics are
 

helping banks talk to one another
 

when passing on information on
 

bank guarantees and standby
 

Letters of Credit (SBLCs) through
 

SWIFT’s messaging types (MTs). 
The development of the latest 
set of trade standards, ISO 20022, 
which the banking world will fully 
adopt by 2025, has the potential 
for providing rich datasets for the 
trade finance world, but are they 

perfect, and could we do more?

SWIFT, ISO 20022, and the 
Bank Payment Obligation

DP: What was the initial role of ISO 
20022 and did it work for the Bank 
Payment Obligation?

HR: SWIFT has been a key player, 
yet not the owner, of the ISO 
20022 standard, acting as its 
Registration Authority and one 
of the key feature contributors 
as well. In the trade domain, 
and especially in trade finance, 
SWIFT was the key driver of the 
Bank Payment Obligation (BPO), 

Developing and harmonising existing standards 
within	trade	finance	is	key	for	digitalising	trade

FINTECH



58

TRADE FINANCE TALKS

tradefinanceglobal.com

enabling its use by implementing 
the Trade Services Utility (TSU) 
matching engine with ISO 20022 
standard only. Unfortunately, the 
BPO, with SWIFT’s TSU engine, was 
not able to break through, and 
the

 

service was shut down by the 
end

 

of last year.

In 2013, ISO 20022, supported by 
a SWIFT run bank and a trade 
finance expert team, released a 
set of guarantee and Standby 
Letter of Credit (SBLC) data and 
process model. It didn’t include 
documentary credits, and this 
release didn’t really gain market 
traction on guarantees either, 
when the focus was on the more 
traditional MT798 message 
model for corporate and banking 

communications.

Improving ISO 20022 for 
Guarantees

HR: Although the work done for 
the structured data elements of 
guarantees was very thorough, 
the Standardised Trust working 
group decided to create a base 
model for guarantee messaging 
data, starting from scratch rather 
than using a vendor-specific 

or legal model. I think this was 
an excellent choice, as we can 
already now cover better items 
that are not even available in the 
upcoming guarantee SWIFT 2021 
release.

“I think this was an 
excellent choice, as 
we can already now 
cover better items that 
are not even available 
in the upcoming 
guarantee SWIFT 2021 
release.”

The Standardised Trust 
understood early on that there 
was the need for an approach 
where the guarantee information 
was not only exchanged as 
messages (as in SWIFT network), 
but also uploaded onto platforms 
where all guarantee parties are 

members and the transaction 

takes place only once.

SA: The trade finance ecosystem 
is changing as new parties enter 
the community. The traditional 

parties are digitalising their 
processes beyond the messaging 
exchange. As a result, the 
Standardized Trust working group 
wanted to turn the approach 
from using the existing standards 
to cater to product needs, to 
verifying if the standard is usable 
all the way to the back-end 

applications.

The language of… trade finance

HR: That is why it was crucial to 
fine-tune the ISO 20022 basement 
and make the structure more 
developer-friendly. We did this 
by flattening the many levels and 
nested structure that ISO 20022 
XML-schemas have. This would 
offer a common trade finance 
language to exchange and link 
various systems, platforms, and 
processes together, for example, 
via Application Programming 
Interfaces (API).

Peeling back the layers: 
Reinventing ISO 20022’s 
standards in JSON

HR: In the Standardised Trust 
semantic model, the data 
structure-specific rules will  
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Debtor in ISO 20022 XML

Applicant in Standardised Trust 
JSON 

be listed alongside the data 
model, making the rules 
available when developers are 
using the semantic model, thus 
ensuring their correct use.

These rules are entitled URDG758 
and ISP98 for guarantees, and 
eUCP 600 for documentary 
credits. The International 
Chamber of Commerce (ICC)  is 
currently finalising the new  
Uniform Rules for Digital Trade 
Transactions (URDTT) – a 
set of rules to help manage 
the upcoming Model Law of 
Electronic Transferable Records 
(MLETR), implementations at 
local jurisdictions enabling digital 
global trade and, therefore, 
simultaneously, supporting digital 
trade finance.

HR: At the Standardised Trust, we 
have been applying these rules 
into the model and using them as 
market practice standards, which 
helps prevent old interpretations 
and avoid exceptions, which 
often

 
derive from the use of free 

text.

Updating the semantic model

DP: Why is it important to update 
the semantic model, and who 
benefits?

HR: ISO 20022 has done an 
excellent job at creating a 
structured information model 
with accompanied process 
descriptions of various parties 
involved in each stage of 
transaction processing.
On one hand, the ISO 20022 
model has collected all market 
practices and fields – any 
possible combination or 
consequence, but on the other, 
this makes it quite overwhelming 
for a new market participant. So 
despite the power of encoding 
such a model using XML schema, 
this also reveals a complexity 
that can be hard to process and 
understand.

We have seen that, as a result, 
new API developers are a bit 
weary of these deeply nested, 
complex data structures. Even the 
shortening of data field names 

with abbreviations has caused 

challenges for new platform 

integrations.

FINTECH
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That is why it is important to 
make the Standardised Trust 
semantic model more attractive 
for common use, by simplifying 
the original ISO 20022 based 
model, expressing the model 
in JSON – JavaScript Object 
Notation – encoding, and 
creating a rule-set based on 
existing market practices, along 
with actual data structure. This  

combination makes it possible 

for any developer or business to 
come to terms with a simple

 

common language, and create
 

opportunities to integrate
 

legacy with new systems, as
 

well as exchange data in an
 

understandable way.

SA: Trade digitalisation changes 
the traditional trade finance 
environment by enabling the 
developers and technical teams 
to have a more independent 
role. When paper processes no 
longer act as insulation between 
separate processes, we no 
longer need to keep translating 
everything through the trade 
finance product experts. 

Therefore, by making the 
semantic model accessible and 
understandable to developers 
directly, the trade finance 
community can benefit from the 
new technical approaches.

“By making the 
semantic model 
accessible and 
understandable to 
developers directly, 
the	trade	finance	
community	can	benefit	
from the new technical 
approaches.”

This has already happened in 
other areas like payment and 
customer portals that banks offer.
 

From Excel to JSON

DP: But the current Standardised 
Trust semantic  model  is in Excel 
format. Why expand it to JSON?

GC: There are many reasons for 
this shift. As with JSON Schemas, 
the standards can be widely 
spread, and everyone can reap 
the benefits, such as data 
interoperability and the ability for 

markup  to  be  machine-readable 
–  this  in  turn  will  allow  for  trade  
finance  to  be  democratised  and  
revolutionised.

Furthermore, the JSON standards 
will be easily accessible for 
all. If the publicly available JSON 
schemas are, for example, used 
when creating original 
documents with the digital 
document technology, trace:
original, both the documents and 
the content

 
structured in the 

JSON are
 
digitized. One will get a 

freely
 
transferrable

 
digital
 

original
 document

 
and

 
an

 
agreed

 standardised
 
content

 
without

 
the

 parties
 
needing

 
to

 
be

 
on

 
the

 same
 
platform

 
or

 
having

 
to  

connect
 
specific

 
APIs

 
beforehand

DP:
 

How
 

far
 

are
 

you
 

from

 

moving

 
the

 
human

 
semantic

 
model

 

to

 
something

 
that

 
is

 
machine-

readable?
 

What
 

are
 

the
 

benefits?

GC: JSON is machine-readable 
-

 
that is the point. This will 

definitely democratise and  
revolutionise trade finance, as 
data will now be structured, 
machine-readable, accessible, 
and freely transferrable in its 
original form if trace:original is 

used.  

Trialling with real guarantees 
sample data

DP: Are you trialling this with real 
guaranteed sample data?

HR: This new version is being 
trialed with real guarantees 
sample data. The Standardised 
Trust team started the semantic 
model creation in Excel workbook 
to make it easier to use and 
commonly update, however, the 
workbook has been dynamically 
linked with used code lists and 
possible sample text hyperlinks 
to www.standardisedtrust.com 
home-site repositories. The early 
sample case testing was enabled 
by sophisticated Excel choice list 
enablement and easy-to-fill-  in 
sample columns. For now, the  
work will be continued on Excel, 
and at the same time most tech-
savvy team members can  build 
up the same Excel sheet  
describing schemas to JSON 
payloads, and control them  with 
steering JSON schemas.

This will enable easier access 
for the openly available 
Standardised Trust repositories 
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for the API-oriented developers, 
boost its possible use and spread 
globally, and, of course, the Excel
- based model will be usable by 

any computer, system, platform 

as well as machine-readable
 

manner.

The team has toyed with the 
idea of expanding the model 
available with Web Semantics     
(W3C) ontology schemas for the 
basement of Knowledge Graph 

use. Having all these resources 

and documents freely available
 

on the internet – Standardised
 

Trust home-site, OneDrive folders
 

and GitHub will make them easily
 

available for anyone, without any
 

license fee or VIP membership 
access restrictions. Open-source, 
open-access for the trade 
finance

 
digitalisation journey! 

The next

 

step on this journey will 
be to test

 

this on real bank 
guarantee data.

 
 
 

“Open -source , open -

 access  for  the  trade

 
finance 	digitalisation	
journey!”

GC: At Enigio we are very

 

involved in this work, and all

 

standards created by the team

 

can immediately be deployed

 

and used in our trace:original

 

documents. We are to trial with

 

real bank guarantee data.

‘Open banking’ for  trade  finance

DP: Can we learn from the

 

payments revolution (e.g. PSD2 /

 

Open banking) and bring these

 

updates to trade finance? What

 

are the benefits?

HR: Definitely . When I started

 

my career on multi-banking

 

software vendors ,  some 30 

 

 domain, the documentation 
was held by banks and banking 
associations. Protected assets 
and banking material formats 
were fragmented and also 
specific to each country or bank. 

Fast-forwarding to now, the 

market has totally changed, 
and

 
the ISO 20022 standard 

rules
 
(by 2025), as well as 

documents
 
and development 

resources,
 
are almost all fully 

and openly
 
available.

Of course, the trade finance
 scope and domain is bigger,
 given its numerous stakeholders

 and the inherent complexity
 over cross-border trade (versus

 payments), but we will still need
 to take the same approach

 and go on the same journey
 of openness, standard tools,
 common market practices and

 strong community collaboration
 across the stakeholder

 groups, which include banks,
 corporations, governments,

 logistics and insurers. This is a
 prerequisite for the successful
 digitalisation of trade finance.

SA: In addition to payments, trade
 finance has been governed by

 banks. Until now the major issue
 regarding digitalisation has been

 that every business process has
 multiple blockers, both internal

 and external. For example, even
 if the parties had been working

 together, the technical means
 did not exist or the solutions

 available had been too costly or
 not yet adopted widely enough

 to allow for effective, direct
 communication. PSD2 definitely

 supports this process of removing
 the barriers, and the digitalisation
 of the logistics processes is also

 likely to have a major impact.
 

DP: Can document digitalisation
 incorporate technical data set

 schemas and even semantics?

GC: Document digitisation, 
especially JSON schemas, can 
ensure a common language 
between sender and user, and 
any other party coming in 
contact with the document as the 
JSON Schema used is published 
online by the Standardized 
Trust or by the ICC, for example. 
The data will, therefore, be 
harmonised by default and 
also machine-readable, as well 
as readable by humans when 
the JSON is used in a digital 
document, but there will be a 

structure in the document so it 

will not look exactly the way it 

used to.

JSON Schema – additional 
benefits and practical 
applications

DP: Are there other use cases and 
benefits of this, and what are the 
practical applications?

GC: “All types of documents can 
be structured this way, such 
as contracts, purchase orders, 
invoices, guarantees, promissory 
notes, transport documents, and 
many more, so the practical use 
cases are endless.”

The beauty is that the parties 
involved only have to agree on 
the SCHEMA, not on a rule book 
or platform (compared to how 
banks exchange standardised 
swift messages, this requires 
membership to the swift platform 
and infrastructure).

Once agreed, the schema can be 
sent as a trace:original document 
(if an original document is 
required) or in any other form, 
and once finalised, on a 121 basis 
all parties can start interacting 
immediately, therefore, 
completely eliminating the need 
for rule books, special software, or 
closed platforms.

FINTECH
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The future of the semantic model

DP: What is the future of the 
semantic model?

HR: LEI (gleif.org as the ISO 17442 
governor and foundation) is a 
good example of what is needed 
in trade finance: universal, 
unique, digital, and foundational 
identifiers. LEI is designed for 
corporations, and the same will 
be needed for individuals to 
generate digital trust within 

global trade. This may finally lead 

to new trade finance instruments
 

that are easier to use, as not all
 

risk mitigations will be needed,
 

and will be closer to the ones
 

used in the Payment Domain and
 

invoice-based financing tools.
 

Additionally, the new wave of
 

automation in trade agreements
 

and the triggering of financing
 

will need more readily available 
financing instruments

 

.

 



The wish list

As a summary, the panel’s wish-list for trade finance is: 

1. Adoption of the MLETR so that free digital original 
documents can be widely used by all parties

2. Common Legal Framework to allow data exchange with 
or instead of documents

3. Internationally interoperable digital identities for private 
persons, legal entities, persons and things

4. Human and machine-readable, understandable, 
meaningful and harmonised use of business data 
standards, also openly available

5. Data sharing platform(s), where data owners (persons 
and legal entities) can securely and digitally consent 
to the use of data for the data consumer, also 
allowing

 
 digital ownership transfer of the data, where 

the
 

platform(s) would have an openly available 
governance

 

rulebook for practical commitment
6. Technology does not matter if the development 

resources are openly available
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Contour on platforms, 
competition, and the 
misconceptions of 

interoperability 

5.3

CARL WEGNER
CEO
Contour

DANIEL WILSON
Head of Strategy and Operations
TradeLens

JOSH KROEKER
Chief	Product	Officer
Contour

With so many innovative startups 
coming to the scene, many 
stakeholders are looking towards 
the power of interoperability 
to patch together what may 
otherwise become another siloed 
industry. Is interoperability the 
answer to trade digitisation in a 
post-COVID world? And can one 
company magically solve all of 

the complex problems we have, 

in this heavily siloed sector?

TFG sat down with Contour’s CEO 
and Chief Product Officer, as well 
as TradeLens’ Head of Strategy 
and Operations, to discuss how 
fintech can come together  to 
solve these problems.

Contour and TradeLens: 
better together

Contour

Contour is a blockchain-based 
trade finance platform that 
aims to digitise and streamline 
many of the industry’s current 
inefficiencies. The fully 

operational platform has 
come

 
out of industry 

collaboration between several 
prominent trade finance banks 
and corporate entities.

Previously known as Voltron, the 
platform began by focusing on 
Letters of Credit. This is due to 
the fact that, despite being a 
globally ubiquitous product that 
can help companies mitigate 
risk and access finance, market 
participants are often dissuaded 
from using paper-based LCs! By 
digitising the document and 
bringing everyone together onto 

a common platform, Contour 

strives to make this process
 

easier for all parties involved.

TradeLens

Where Contour has the 
banks coming together into a 
collaborative platform, TradeLens 
has the carriers, ports, terminals, 
and customs agencies coming 
together. Two-thirds of the global 
container market, hundreds of 
ports and terminals, and over a 
dozen customs authorities are 
currently on TradeLens. The core 
idea of the platform is to bring all 

The need for trade digitisation has never been 
more prevalent than it is today, especially with 
pandemic-induced restrictions emphasising the 
inefficiency	of	paper-based	trade

FINTECH
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these participants together into a 
shared digital space.

A synergistic partnership, or is 
this just sunshine and rainbows?

In the real world, there are many 
different specialisations to global 
trade. While most providers 
specialise on only one, say, by 
tackling the financial aspects of 
trade, to bring value to customers 

they cannot afford to operate 

within a vacuum.

To be effective, they must also 
know what happens before and 
after their specific specialisation. 
An effective trade finance 
platform, for example, must have 
knowledge of non-trade-finance 

activities, such as the physical 

movement of goods and the title
 

transfer of these goods.

This is what the partnership 
between Contour and TradeLens 
brings. Each platform can now 
have insight into the operations 
of the other and make both better 

than they were before.

This idea of two platforms 
communicating with each other 
is known as interoperability, and 
is often touted as the critical 
missing piece for trade           
digitisalisation. Once we figure 

out how to make everything 

interoperable, it will be all
 

sunshine and rainbows for global
 

trade. All our problems will be
 
a 

figment of some distant and
 

fading memory.

Well… not so fast.

The downside of interoperability

Interoperability may not be all it’s 
cracked up to be.

 

.

 

You could dial into a meeting

 

using Zoom while another 
person

 

could use their 
preference of

 

Teams to dial in. 
This sounds

 

fantastic, doesn’t it?

But what about the opportunity

 

cost? How many other 
innovative

 

and useful ideas 
could have

 

been developed 
using the time

 

and resources 
required? This

 

pursuit of 
interoperability might

 

be 
distracting them both from

 

innovating and driving customer

 

value to their respective  
markets

 

. It is important to 
remember

 
that

 

interoperability is 
technologically

 

hard - and that’s 
the

 
easiest

 

   
part.

“It is important to

 

remember that

 

interoperability is

 

technologically hard 
-

 

and that’s the 
easiest

 

part.”

 

Lots of people ask for it but

 

when 
people begin waiting until

 

everything is interoperable to

 

use anything, they are,  
inevitably,

 

hurting overall 
adoption.

 
Users

 

should join not 
just

 
one

 
platform,

 

but multiple 
platforms.

 
This

 
is

 
a

 

great 
opportunity

 
to

 
really

 
push

 

ahead 
overall

 
adoption

 
in

 
the

 

industry.

If people come to accept that

 

they will need to be on multiple

 

platforms – Zoom and Teams, for

 

example – and focus more on

 

providing feedback to allow 
each

 

to improve, we will be in a 
world

 

where interoperability is 
not the

 

most important part.

The business case for 
interoperability

In many cases, a lack of 
interoperability is not because of 
technological limitations, but 
rather because two ecosystems 
have different business needs. 

Wegner points out that “you don’t 

just build interoperability for the 

sake of building it, you must first
 

have a product or a business
 

reason to be interoperable.”

In global trade, there are many 
areas of expertise. One company 
may focus on shipping while 
another specialises in finance or 
container booking. Each of these 
areas requires different types of 
information to operate effectively, 
even though there might be 
some information overlap 
between them.

Suppose one platform manages 
Letters of Credit and maintains 
100 fields of data. Another 
platform handles shipping and 
has 70 fields of data. If 20 of these 
fields overlap, then they have 
information that clients of each 
will want to be synced. In this 
case, there is a business reason 
to connect. For some platforms, 
there may be zero overlapping 
data, so there is really nothing to 
partner on. On the other hand, 
some have more than 90% of the 

data overlap, so they are more of 

a competitor than a partner.

We are not going to see a 
winner-take-all scenario, but 
we are also unlikely to see a 
lot of interoperability among 
competitors. The key is to have 
these unique specialisations 
come together in such a 
seamless way that the end-user 
is hardly aware they are using 
multiple solutions.

 

Imagine if Zoom and Microsoft
Teams became interoperable.
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“The key is to have 
these unique 
specialisations come 
together in such a 
seamless way that 
the end-user is hardly 
aware they are using 
multiple solutions.” 

This is similar to how using your 
iPhone feels like one seamless 
experience even though the apps 
all come from different providers.

Interoperability requires 
standardisation

Another difficulty for a lot of 
industries, global trade included, 
is that interoperability means 
creating standards. This 
requires an enormous degree 
of alignment between parties 
who have some complementary, 
some competitive, and some 

unrelated elements, but must still 
find a way to work together. It is a 
coordination problem.

In the container shipping 
industry, for example, there are 15 
competing standards. However, 
as Wilson observes, “a standard 
is not a standard if nobody’s 
adopted it, or only a subset has 
adopted it.”

Developing true standards is, 
generally, about finding common 
denominators that stakeholders 
can connect on. For example, in 
trade finance messaging, the 
common denominator is often 
SWIFT.

Since we want to make it as 
easy as possible to integrate, 
it’s all about shifting business to 
a more optimal process using 
that existing standard, and 
then

 
working to update the 

standard
 

once we are in a 
modern

 
technology setting. 

This process
 

of change can be  

Uniform Customs 
and Practice

 
for Documentary 

Credits (UCP)
 

from the 
International Chamber

 
of 

Commerce. There is now an
 

electronic supplement (eUCP),
 

and adapting it to a modern
 

environment is much easier than
 

scrapping the existing standards
 

and starting from scratch would

 

have been.

The good news there is that there
 

are security standards that have
 

been well adopted, for example,
 

the ISO 27 000 standards. It is
 

important that security and
 

privacy standards are a priority.

 

At the end of the day, these

 

platforms are transacting

 

with commercially sensitive
 

information, making security key.

Perhaps a shift in mindset
 
is 

all it will take to make
 

constant discussions around
 

interoperability a distant and
 

fading memory.
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MSME access to finance in 
emerging markets

5.4

ENNO-BURGHARD WEITZEL
Senior Vice President Strategy, 
Business Development, Digitization
Surecomp

Why is tech the key to facilitating 
trade growth?

Trade finance is a means of 
financing that is designed to be 
self-liquidating, and, as such, is 
not directly linked to a company's 
individual credit rating. Yet all too 
often, credit agencies' references 
rely on financial statements and 
records.

 
 

 
 

 
 
 

Modern technological solutions
 can play a pivotal role in

 connecting banks and other
 financiers with these types of
 corporates, thus facilitating

 access to funding they might not
 otherwise be able to access. The
 efficiency gains from technology
 can accelerate and streamline

 the trade finance transactio
 

 
 

 

n 
process, which reduces 
transaction-related costs, and, 
in turn, boosts trade activity and 
fosters MSME growth.

“The	efficiency	gains	
from technology 
can accelerate and 
streamline the trade 
finance	transaction	
process, which  

reduces transaction-
related costs, and, in 
turn, boosts trade 
activity and

 
fosters 

MSME growth.”

Funding aside, why has tech

 

historically been less accessible

 

to the mid-market?

Trade finance software is very

 

specialised. Until recently, banks

 

across the globe were using

 

software installed on premise

 

on 
their own hardware. Such

 

deployment models provide a

 

very high level of security, which is

 

necessary in the banking industry.

 

However, they also require a

 

dedicated IT team to run both

 

the 
software and the hardware;

 

hence, the cost of implementing

 

on-premise software solutions

 

is 
relatively high. This is the key

 

reason why sophisticated trade

 

finance software solutions are

 

adopted predominantly by larger

 

banks, or dedicated trade finance

 

banks. Mid-sized banks, and 
those

 

that run trade finance as 
one of

 

many business lines, have 
not

 

historically had the financial 
and

 

IT resources to use a

 

specialist trade finance solution.

MSMEs constitute the majority of business in 
every region across the world. Yet this industry 
sector faces the greatest hurdle in accessing 
finance,	due	in	part	to	the	unavailability	of	public	
information	on	their	financial	statements
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Is ‘laggy’ cloud adoption in 
emerging market mid-tier banks 
hindering trade growth?

Not really. As cloud operations 
are maturing, more and more 
regulators are approving the use 
of public cloud services for banks. 
This frees up banks from having 
to run IT hardware and having 
to maintain aging IT systems on 
premise. Now they can benefit 
from using Software-as-a-
Service (SaaS) cloud-based 
solutions which are paid for with 
a monthly subscription fee, which 
also reduces heavy upfront IT 
investment and reduces the total 

cost of ownership (TCO). Cloud-
based solutions also eliminate 

the technical reliance on internal 

IT teams, allowing banks to focus 

their attention and energy on
 

providing better service to their
 

customers. It can already be seen
 

that banks who are adopting a
 

cloud strategy fast do provide
 

better customer service, win
 

greater market share, and earn
 

better financial results. As a result,
 

every single bank that is adopting
 

cloud services will be supporting

 

the growth of trade for MSMEs.

“Cloud-based solutions 
also eliminate the 
technical reliance 
on internal IT teams, 
allowing banks to focus 
their attention and 
energy on providing 
better service to their 
customers.”

Are the banks’ corporate MSME 
customers pushing their banks 
hard enough?

Well, that’s a good question. 
Experience shows that, in general, 
large customers are more 
effective at pushing banking 
partners to fulfill their 

requirements. MSMEs typically
 

only have a limited voice - if they
 

have access to bank financing
 
at 

all. So it would require strong
 

advocacy to amplify the voice
 
of 

the MSMEs and push banks
 
to 

cloud adoption in order to
 
lower 

the entry hurdles for trade.
 
The 

tech industry is pushing, the

 

regulators need to push, and

 

industry associations are pushing

 

as well. For example, the ICC is

 

currently driving an international

 

campaign - Trade Now - which

 

is 
specifically designed to push

 

support for MSME trade. Every

 

voice counts.

What is Surecomp doing to 
encourage mid-market cloud 
adoption?

Last year we launched our Trade 
Finance-as-a-Service (TFaaS) 
offering, which provides the 
opportunity for holistic cloud-
based trade finance technology, 
as well as open, API-based 
access to our fintech partner, 
Marketplace. Since then, based 
on market feedback in light of 
the

 
pandemic, and to help fuel 

post-COVID economic trade 
recovery,

 
we’ve now revamped 

our TFaaS
 

offering to specifically 
address

 
the MSME market.

We are very proud to be able 
to offer our leading DOKA-NG™ 
trade finance solution as a 
cloud service to banks, deployed 
within 10 weeks and for a very 
competitive price. Starting at 50k 
USD per year, banks can now 
enjoy the benefits of the world’s 
most widely adopted back-office 
solution, which can help them to 
streamline internal

 
workflows, 

accelerate transaction
 

processing, and connect to the
 

world of digital trade.

A 10-week deployment of back-
office trade finance processing 
is game-changing for the mid-
market. How can you guarantee 
success in such a short time 
frame?

We’re leveraging our experience 
of more than 35 years in the trade 
finance industry. Our solution is 
the most advanced in the market: 
we’ve honed our deployment 
skills over many years, and we 
can now provide it as a fully cloud
-hosted service. Instead  of 
installing on-premise and  going 
through a cumbersome  
implementation project, the team 
can on-board themselves, as 
with any consumer cloud service 
(think Gmail, WeTransfer, Spotify), 
and it’s ready in no time. We’re 
applying the same consumer 
rules to the trade finance arena, 
enabling banks to focus on using 
the solution to the benefit  of 
themselves and their MSME  
customers. 

FINTECH
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TradeTrust: Accelerating trade 
digitalisation

5.5

SIN YONG LOH
Director of Trade
Infocomm Media Development 
Authority of Singapore (IMDA)

Today, the COVID-19 pandemic 
has brought about disruptions 
to businesses on an unforeseen 
scale. The impact of this global 
crisis has now made it clear that 
digitalisation is no longer an 
option, but a critical necessity 
for businesses to operate and 
survive. As the global crisis has 
brought these problems to the 
forefront, it has also created

 
an 

opportunity for the trade
 
and 

logistics sector to evolve
 
current 

processes through 
 
the 

digitalisation of trade  
documentation. A 2014 report by 
the United Nations Economic 
and

 
Social Commission for Asia 

and
 

the Pacific (UNESCAP) 
estimated

 
that the total direct 

cost savings from
 

cross-border 
paperless trade could

 
be up to 

$7 billion annually.
 

The problems with cross-border
 

paperless trade

Yet, despite the increasing
 

acceptance of electronic
 

documents across borders,
 

the implementation of cross-
border paperless trade remains

 

low. UNESCAP has previously
 

highlighted five key challenges in
 

the digitalisation of cross-trade,
 

which are:
  

From past experience in 
numerous trade digitalisation 
efforts, we have learnt that 
the solution to cross-border 
paperless trade is not a technical 
one. The solution needs to 
consider business needs, 
standardisation and law, in 
addition to the technology. For 
this level of digitalisation, both 

The impact of this global crisis has now made it 
clear that digitalisation is no longer an option, 
but a critical necessity for businesses to operate 
and survive

a. Lack of the 
harmonisation of legal 
frameworks;

b. Lack of common 
standards, causing 
fragmented systems 
that are unable to 
communicate with other 
systems;

c. Lack of inter-
governmental 
coordination 
mechanisms to 
recognise electronic 
trade documents;

d. Existence of capability 
gaps where there are 
different levels of digital 
readiness among 
parties; and

e. Insufficient cooperation 
between the public and 
private sectors.
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government  and business  need  
to  work  together  and  move  in 
concert to address  these  gaps.

“For this level of 
digitalisation, bot  h 
government and  
business need to  
work together and 
move in concert to 
address these gaps.“

With this in mind, the Infocomm 
Media Development Authority 
of Singapore (IMDA) developed 
TradeTrust, an interoperability 
framework that comprises a set 
of globally accepted standards 
that connects governments and 
businesses to a public blockchain 
to ensure that documents issued 
can be verified in terms of their 
source and authenticity. It also 
offers trusted interoperability 
of electronic trade documents 
(including those of a negotiable 
nature) across disparate digital 
platforms. 

The TradeTrust framework is 
aligned with the United Nations 
Commission on International 
Trade Law’s (UNCITRAL) Model 
Law of Electronic Transferable 
Records (MLETR), which Singapore 
has adopted into its legislation 
earlier this year. While MLETR 
lays out the conditions to be 
met before a digital record can 
be deemed as an electronic 
transferable record (ETR) that 
is functionally equivalent to its 
paper counterpart, TradeTrust 
provides the technical methods 
designed to satisfy the conditions. 
More importantly, the technical 
methods are embodied in a set of 
software components and tools, 
and are freely available to any 
platform developer who wishes to 

enable their products  to deal with 
ETRs in an interoperable manner.  

To facilitate adoption by the  
international community, the  set 
of open-source code and  tools is 
provided alongside a  reference 
implementation that  

demonstrates how it can be
 

implemented,  to  enable  the
 

verification  of  authenticity  and  
provenance  of  digital  trade  
documents.  In  addition,  the  

software  components  enable  

implementers  to  handle  ETRs  - 

like  electronic  Bills  of  Lading
 

(
eBLs)  -  that  satisfy  the  UNCITRAL

 

MLETR’s  requirements  of
 

singularity,  to  ensure  uniqueness
 

of  an  ETR,  exclusive  control,  and
 

integrity.

 

Using  digital  and  paper  
documents  to  ease  the  transition

In  most  cases  of  trade  
digitalisation,  all  actors  in  the  
supply  chain  must  be  willing  and  
able  to  adopt  digital  measures  in

 a  similar  timeframe.  However,  the
 reality  is  that  different  businesses

 are  at  different  levels  of
 

digital
 readiness,  and  land  on  different
 points  of  the  technology  

innovation  curve.  We  are  not  able
 to  do  away  with  paper  

transactions  overnight.

“We  are  not  able  to  do
 away  with  paper  

transactions  overnight.”

Instead,  we  have  designed  a 
digitalisation  approach  that  
enables  the  various  actors  to  
digitalise  at  their  own  pace,  while  
progressively  reaping  the  benefits  
of  digital  trade  by  enabling

 
the  

seamless  integration
 

between  
online  and  offline

 
processes.  The

 TradeTrust  framework
 

not  only
 enables  

  different trade
 

platforms  and
 ecosystems,  but

 
also

 
enables  

interoperability  between
 

paper 
and  digital   media.

 
Therefore,

 
in a

 trade  transaction,
 

the
 

trade 
documents  that

 
were

 
originally  

issued  in  digital
 

form
 

can
 

be 

printed  out  by  parties
 

who
 

wish
 

to  work  with  paper,
 

but
 

there
 

 
is

 
a

 mechanism  that
 

allows  
downstream  parties  who

 
receive 

only  the  paper  form  to
 

securely 
retrieve  the  “digital  original” for

 automated  processing
 

by 
computer  systems.  This

 
is

 
done in

 the  form  of  a  QR  code,
 

which 
allows  any  party  who  scans

 
it

 
to  

download  the  originally
 

issued     
“digital  original”.  This

 
key

 
feature

 

enables  parties  who
 

have
 already

 

adopted  digital
 measures  to

 

transact  with  parties
 who  have

 

not.  In  so  doing,  the
 benefits  of

 

trade  digitalisation  
can still be

 

realised by early 
adopters, while

 

allowing for the 
others in their

 

supply chain to 
digitalise at their

 

own pace.
Leveraging blockchain’s

 decentralised approach
 to managing digital trade

 documents means that
 TradeTrust can be easily  

adopted  , and does not require 
expensive  integration nor IT 
infrastructure  upgrades. 
Ultimately, this  lowers a crucial 
barrier to the  achievement of 
paperless cross-border  trade.

 

FINTECH

 

interoperability across
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Successful TradeTrust trials

1. Singapore-Rotterdam eBL Collaboration 

Singapore and Rotterdam completed a trial using an eBL to shadow a live shipment. This shipment 
was carried out by Ocean Network Express (ONE) in collaboration with Olam and used two 
different digital platforms, i.e. #dltledgers’ and NaviPorta to perform the title transfer and surrender 
transactions. Both platforms leveraged the TradeTrust digital utility as the underlying technology to 
facilitate these transactions.

Figure 1: Infographics from #dltledgers, Source: Maritime and Port Authority of Singapore

2. Singapore and Australia blockchain trial

Australian Border Force (ABF), IMDA, and Singapore Customs, along with industry participants, 
have concluded a blockchain trial to prove that trade documents can be issued and verified 
digitally across two independent application systems, reducing cross-border transaction costs.

The blockchain trial was initiated as part of the Singapore-Australia Digital Economy Agreement, 
to make cross-border trade simpler between the two countries. The trial successfully tested the 
interoperability of two digital verification systems – the ABF’s Intergovernmental Ledger (IGL) 
and

 
IMDA’s TradeTrust Reference Implementation.  Both systems used the TradeTrust framework 

as
 

the foundation to achieving interoperability, without all parties having to wait on one another 
to

 
implement expensive point-to-point or hub-spoke-type system integrations, which are slow 

to
 

implement and difficult to scale.

An open invitation to collaborate 

Our journey in developing 
TradeTrust has seen very 
encouraging results, and we 
observe that the best outcomes 

arise from collaborations 
involving governments and the 
trade community. Therefore, 
whether you are a shipping 
line, exporter, importer, logistics 
service provider, trade finance 

bank, platform developer, or 
government authority involved in 
cross-border trade, we invite you 
to speak with us and join us on 
our journey towards global 
paperless cross-border trade. 
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INTERNATIONAL TRADE 
PROFESSIONALS PROGRAMME

6

Trade Finance Global (TFG), The London Institute of Banking & Finance (LIBF), FCI, and the European Bank 
for Reconstruction  and Development (EBRD) launched the International Trade Professionals Programme        
( ITPP) in June 2021 at EBRD’s annual conference.

The ITPP aims to promote trade education, build an international community of like-minded trade 
professionals, and advocate and promote trade in all corners of the world.

The ITPP has given international trade professionals the chance to write for TFG’s publications. Participants 
worked closely with TFG’s editorial team to plan, scope, and produce a journalistic piece of content on a 
pre-agreed topic within international trade and finance.

The ITPP gave international trade professionals the chance to write for TFG’s publications. The prizes are as 
follows:

• Gold tier winner will receive a panellist position at an LIBF conference and an LIBF course
• The 5 silver tier winners will receive an LIBF course
• The 10 bronze tier winners will receive an FCI course

Gold winner   Alejandro Battistotti

Silver winners    Anastasia Mcalpine
     Cassandra Ring
     Maya Demeke 
     Suhardiyoto Haryadi
     Uchenna Anyamele



We’ve included three of our favourite articles from the 
programme overleaf

Find out how to get involved with ITPP in 2022 by visiting
https://www.tradefinanceglobal.com/education/.

https://www.tradefinanceglobal.com/education/
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The tokenisation of trade 
finance: A backcasting exercise

6.1

ALEJANDRO BATTISTOTTI
Portfolio Manager - Structured 
Private Debt
NN Investment Investment Partners

Forecasting  and backcasting

A future where blockchain is an 
integral part of trade finance 
has been widely forecasted. 
New potential applications of 
blockchain technology through 
the lifecycle of the trade are in 
constant development.1 However,
 so much input and so much  

promise is detaching us from the 

most immediate and practical
 

ways of adopting this technology
 

in trade finance. For instance:

• Have you ever seen a 
document on a blockchain? 

• Do you know how to access it? 
• Do you have a concrete 

image of how you would 
integrate it into your current 
work stream? 

I’m guessing that the answer 
for most of us is no. Exactly 
for that reason, the aim of this 
article is to bring concreteness 
into the abstract forecast of a 

future where blockchain is an 

integral part of trade finance by 

offering a roadmap on how this 

technology can be integrated 

in the origination and distribution 
of trade finance assets.

Much of the dialogue around the 
integration of blockchain  in trade 
finance takes the  form of a 
forecast around  potential 
applications, underlying  
technologies, and adoption. 
Forecasting is a necessary part 
of

 
any future project, however, 

when
 

the project has an 
undefined

 
timeframe, and, as in 

the case of
 

blockchain, the field is 
constantly

 
mutating, forecasting 

becomes
 

more challenging. 

For this reason, I would like to 
reverse the logic and attempt to 
backcast; that is, to work  
backwards from a future in 
which blockchain is already 
integrated into trade finance, 
and determine what went right 
for this to happen.2 What was the  
simplest application? Who were 
the first adopters? Which country 
regulated it first? 

What needs to happen for 
blockchain to be adopted 

This article aims to bring concreteness into the 
abstract forecast of a future where blockchain is 
an	integral	part	of	trade	finance,	by	exploring	the	
most immediate and meaningful applications of 
blockchain in	trade	finance	

1 Blockchain and DLT for Trade Finance 2020 | TFG, WTO and ICC Guide (tradefinanceglobal.com)
2 ‘Thinking in Bets: making smarter decisions when you don’t have all the facts’, A Duke, Pengiun/Portfolio, 2018

https://www.tradefinanceglobal.com/blockchain/
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Application: entering through 
repackaging

There are dozens of potential 
applications of blockchain in  
trade finance.3 Nevertheless, if we  

are to streamline our backcasting 

exercise, the question becomes:
 

of all possible blockchain 
applications, which one has the 
simplest implementation while 
having the largest impact on 
trade finance? In my opinion, this 
would be to apply blockchain to 
the repackaging and distribution 
of trade finance assets. 

“There are dozens of 
potential applications 
of blockchain in trade  
finance”

Since the 1970s, the traditional 
finance industry has been using 
securitisation to convert assets 
into a marketable security, 
which

 
are held with a 

centralised
 

custodian or  
registry, and are

 
traded in OTC 

or listed markets.4

 

Securitisation 
has since found

 

its way into 
trade finance assets

 

repackaging and distribution.5
 

Consequently, the tokenisation

 

of securities representing trade

 

finance assets is the least

 

invasive and first logical step for

 

bringing blockchain into trade

 

finance distribution.6 This is

 

currently being done in several

 

pilots and proofs of concept by

 

different market players.

 

The application of blockchain
 

through tokenisation relates to
 

asset ownership and  
distribution.

 

The most basic 
concept of

 

ownership is direct 
ownership in

 

which an entity 
owns an asset.

 

Through 
traditional repackaging,

 

such as 
a securitisation, indirect

 

ownership of an asset is created

 

by:
•

 

wrapping it into a fun
 

d

                
Blockchain technology can be

 

used as a way of repackaging

 

assets through tokens that

 

represent either an individual

 

asset or ownership of a fund

 

share (the fund containing a

 

single asset, various assets,

 

or 
various tokens).

 

Transforming 
trade finance

 

instruments into 
digital assets is

 

a clean solution 
for transitioning

 

to a blockchain- 
based trade

 

finance distribution, 
because it

 

leverages the existing 
off-chain

 

origination and legal 
frameworks

 

to structure trade 
finance, and

 

repackages it into 
an on-chain

 

token with 
embedded economic

 

rights.  
Once the trade finance

 

asset is 
on-chain, then the door

 

is open 
for even more specific

 

blockchain 
applications, such as

 

embedding 
trading instructions,

 

compliance 
checks, allowing for

 

real-time 
settlement, custodial

 

safe-
keeping, asset servicing, etc.

 

Nevertheless, the real benefit

 

of the tokenisation of an 
illiquid

 

trade finance asset is 
the

 

enhanced market access 
that

 

it affords, making 
distribution

 

to retail/small-
ticket investors

 

possible, in an 
asset class that

 

has been 
historically reserved

 

for 
commercial banks and

 

sophisticated investors.

 

Adoption: the retailisation of

 

capital markets and the 
trade

 

finance gap

If the simplest path to integrate

 

blockchain in trade finance is

 

the tokenisation of trade 
finance

 

assets, what are the

 
 

 

There are four main 
elements that need to align 
in order for blockchain to 
be adopted and have a 
significant impact on trade 
finance, namely: 

a. application: which of 
all the potential uses 
of blockchain has the 
most evident ease 
of adoption with the 
highest potential impact 
for trade finance?

b. adoption: who are 
the first movers into a 
tokenised trade finance 
environment? Which 
incentives do they have 
and which problems are 
they trying to solve? 

c. technology: which 
technology has the 
better prospect to 
dominate the market in 
the future and scale up? 

d. regulation: which 
steps are being taken 
by countries around 
the world, and which 
traditional financial 
centres are moving to 
regulated tokenised 
securities?

3 Ibid 1
4 Securitization: Lessons Learned and the Road Ahead; by Miguel Segoviano, Bradley Jones, Peter Lindner, Johannes Blankenheim; IMF 
Working Paper No. 13/255; December 2013
5 Making-trade-investible-for-institutional-investors-banks-make-it-Dec-2020.pdf (itfa.org)
6 Secondary Trade Market: The Technology Landscape, Casterman Advisory, 2020. 
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• allowing for it to be 
fragmented     

https://www.imf.org/external/pubs/ft/wp/2013/wp13255.pdf
https://www.imf.org/external/pubs/ft/wp/2013/wp13255.pdf
https://itfa.org/wp-content/uploads/2020/12/Making-trade-investible-for-institutional-investors-banks-make-it-Dec-2020.pdf
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trade finance and blockchain

 

are 
normally associated, both

 

realms 
operate under wildly

 

different 
dynamics. Traditional

 

finance 
operates in the realm of

 

regulatory permissibility, whereas

 

decentralised finance (DeFi)

 

operates on the premise of the

 

technically possible. However, the

 

problems of both disciplines are

 

complementary.

Trade finance has been

 

historically dominated by

 

commercial banks. In recent

 

 
years, regulatory pressure

 

imposed increase capital

 

charges
 on  banks  for  holding

 

trade
 

finance
 assets  in  their

 

balance
 

sheets.7
 This  resulted  in

 

much
 

curving
 funding,  particularly

 

for
 

below
 

-
average  credit  rating

 

trade
 finance  players,  with

 

some  banks
 even  exiting  the

 

trade  finance
 space  altogether.

 

The  lack
 

of
 funding  produced

 

a  USD  1. 5
 

trillion
 ‘trade  finance

 

gap’  that  is  only
 getting  bigger.8

 

This  nudged  

traditional trade

 

finance players 
into a model 

 

of ‘originate to 
distribute’, and

 

opened a window 
of opportunity

 

for institutional 
investors to

 

come into the trade 
finance

 

space looking for a 
complexity

 

and illiquidity premium
 as  an

 

alternative  to  low  rates.9
 

 

The
 DeFi  blockchain  ecosystem  

operates  under  different principles
 and  tries  to  solve  a

 
different

 
set

 
of

 problems.  Increased
 

regulation, 
protecting  retail

 
investors,

 
and 

negative  rates
 

have
 

left
 

the  less
 sophisticated

 
investor  with

 
limited

 
asset

 
allocation  

    unmet needs in
 

terms
 

of
 

access,
 yield,  and  asset

 
classes.

 
The

 advancement  of
 

new
 

trading
 platforms  and  increased

 
access

 to  financial  information
 

has
 prompted  a  retailisation

 
of the

 financial  markets,
 

with
 

retail 
investors  accounting

 
for

 
25%

 
of 

stock  market
 

activity
 

in
 

2020.10

Blockchain,
 
and,

 
more

 particularly, cryptocurrencies
 could

 
address

 
this

 
access

 problem,
 
by

 
allowing

 
retail

 investors
 
to

 
invest

 
in

 
more

 

sophisticated
 
asset

 
classes

 
even

 

in
 
small-size

 
tickets.

 

It’s
 
apparent

 
that

 
the

 
individual

 

problems
 
of

 
each

 
field

 
can

 
be

 

synthesised
 
into

 
a

 
common

 

solution,
 
namely:

 
tapping

 
into

 

the
 yield-hungry,

 
access-limited

 

retail/wholesale
 
investor,

 
to

 

bridge
 
the

 
trade

 
finance

 
gap

 

through
 
the

 
tokenisation

 
of

 
trade

 

finance
 
assets.

 
If

 
these

 
interests

 

align,
 
we

 
could

 
imagine

 
a

 
future

 

where
 
a

 
retail

 
investor

 
can

 
buy

 
a

 

fraction
 
of

 
a

 
token

 
representing

 a

 

pool
 
of

 
trade

 
finance

 
assets

 from

 

$5.
 
Sounds

 
wild

 
enough?

Naturally,
 
this

 
synthesis

 
would

 

come
 
with

 
a

 
new

 
set

 
of

 
rules

 
and

 

dynamics
 
that

 
stem

 
from

 
the

 

logics
 
of

 
DeFi,

 
such

 
as

 
the

 impact

 

of
 
crowd

 
behavior,

 
game

 theory,

 

and
 
a

 
perpetual

 innovation

 

dynamic
 
on

 
the

 
back

 of
 
open-

 

source
 
platforms.11

 
This

 
would

 

also
 
change

 
the

 
way

 

investments
 
are

 
held,

 
moving

 

from
 
custodian

 
accounts

 
to

 

a
 
centralised

 
investor’s

 
wallet.

 

Beyond
 
speculation,

 
for

 
this

 
 

 
 

Technology: the survival of the

 

fittest

 

The constant change in the

 

blockchain space makes it

 

necessary 
to discern which

 

technologies will 
have an actual

 

application in trade 
finance

 

from those that are more 
likely to

 

gain a market share in future.

There are a few basic

 

concepts to understanding

 

the blockchain ecosystem:

 

a.

 

A core protocol is the set

 

of rules that determine

 

how a blockchain

 

operates, and is the

 

basis 
for further

 

applications, 
like the

 

Ethereum 
protocol or

 

the Bitcoin 
protocol.

  

b.

 

A decentralised

 

application (dApp) is

 

a 
front-end application

 

built on top of the core

 

protocol that serves/
offers a given purpose.

 

c.

 

Smart Contract is a

 

computer code that

 

automatically executes

 

all or parts of an

 

agreement, and is stored

 

on a blockchain-based

 

platform.12 It is based on

 

specific data triggers

 

(if/
when X, then Y) that

 

allow 
the functioning

 

of dApps 
to fulfil

 

transactions.

 

7 Basel IV: Good or bad news for trade finance? | Global Trade Review (GTR) (gtreview.com)
8 $1.5 Trillion Global Trade Finance Gap Frustrating Efforts to Deliver Crucial Jobs and Growth — ADB | Asian Development Bank
9 Illiquidity spreads pressured; we see potential alternatives | NN Investment Partners (nnip.com)
10 Retail traders make up nearly 25% of the stock market following COVID-driven volatility, Citadel says (businessinsider.nl)
11 Why Game Theory is the Most Important Thing in a Decentralized Notification Protocol | by Robin Roy | Ethereum Push Notification 
Service | Medium
12 An Introduction to Smart Contracts and Their Potential and Inherent Limitations (harvard.edu)

incentives for the existing players 
to adopt the solution? Although 

the
most adequate technology and
appropriate regulation.

synthesis to happen, we need 

opportunities, and

https://www.adb.org/news/15-trillion-global-trade-finance-gap-frustrating-efforts-deliver-crucial-jobs-and-growth-adb
https://www.nnip.com/en-INT/professional/insights/articles/illiquidity-spreads-pressured-we-see-potential-alternatives
https://www.businessinsider.nl/retail-investors-quarter-of-stock-market-coronavirus-volatility-trading-citadel-2020-7?international=true&r=US
https://medium.com/ethereum-push-notification-service/why-game-theory-is-the-most-important-thing-in-a-decentralized-notification-protocol-c407bf97ff46
https://medium.com/ethereum-push-notification-service/why-game-theory-is-the-most-important-thing-in-a-decentralized-notification-protocol-c407bf97ff46
https://corpgov.law.harvard.edu/2018/05/26/an-introduction-to-smart-contracts-and-their-potential-and-inherent-limitations/
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How do these concepts relate to
 trade finance?

Concerning protocols, there 
are three main protocols: Bitcoin, 
Ethereum, and Cardano. Ethereum 
blockchain stands a  bigger chance 
to impact trade  finance, since it is 
an open-source  smart contract 
platform; it  offers more potential 
applications

 
than the Bitcoin 

protocol; and
 

it is currently shifting 
to a more

 
energy-efficient 

paradigm that
 

would mitigate ESG 
concerns.14

 
Cardano is another 

relevant
 

protocol that has been 
praised

 

for using proof-of-stake     
(PoS) as

 

a consensus mechanism, 
which

 

makes it more energy-
efficient.

 

 

  

15 offering in principle a 

more seamless integration for
 

financial applications. Besides the
 

market leaders, new protocols
 

are constantly being developed.
 

Recently the XinFin protocol, and 

its coin XDC, have received some 

attention. The protocol consists
 
of 

a 3rd generation protocol
 

operating on a Delegated Proof-of
 

-Stake Consensus network, and
 

has been specifically designed
 
to 

support the tokenisation of
 

trade 
finance.16 It offers interesting

 

features versus the Bitcoin
 

and Ethereum protocols, with
 

a reduced processing fee,
 

lower energy consumption, and 
it

 

supports over 2,000 
transactions

 

per second. When 
evaluating

 

protocols, 
interoperability and

 

energy 
efficiency - with its ESG

 

ramifications - will be the two

 

leading factors that will set the

 

tone in the race for adoption in

 

trade finance.17

Concerning front-end

 

applications, tokenisation of

 

trade finance assets is the trend

 

to watch, regardless of which

 

back-end protocol. Tokenisation

 

can take different forms, tokens

 

can be fungible or non-fungible

 

 
(NFTs). Asset-backed, non-
fungible tokens are particularly

 

interesting for trade finance, as

 

they can be used to represent

 

ownership of unique assets.

 
 
 

credit, like letters of credit or 
bills

 

of lading, or the            
tokenisation of a

 

note or share 
in a fund holding

 

various trade 
finance assets, as

 

described 
above.18

  

“Beyond the adoption

 

of any of these

 

technologies lies a new

 

set of questions.”

Beyond the adoption of any of

 

these technologies lies a new

 

set of questions, such as the

 

valuation of trade finance digital

 

tokens, where virality, digital

 

scarcity, and crowd behavior

 

will 
play a role. This also opens

 

the 
possibility for new ways of

 

trading, such as yield farming,

 

flash lending, and staking.

 

Regardless of the ultimate

 

ramifications of this process,

 

the 
tokenisation of trade finance

 

assets in an energy-efficient

 

and open-source protocol is

 

the 
simplest way to take trade

 

finance on-chain, and keep

 

the 
door open for bringing even

 

further blockchain applications

 

into the field.

Regulation: the price for scale

The uses, incentives, and

 

technologies described until

 

now 
require a regulatory push if

 

they 
are ever going to scale.

 

Today 
the European regulatory

 

landscape on crypto assets is

 
 

d. A token is a digital 
representation of a 
stake in a decentralised 
ledger, and can be 
used for different 

purposes such as  

access, governance, 

and representation
 
of 

ownership over
 

physical and digital
 

assets. Tokens can be
 

native tokens, which
 

are essential for the
 

functioning of the
 

underlying blockchain
 

protocol (for example,
 

BTC or ETH), or asset-

 

backed tokens, which

 

represent title or

 

ownership to some real

 

-world asset.13

13 ‘The Basics of Bitcoins and Blockchains: An Introduction to Cryptocurrencies and the Technology that Powers Them’, Antony Lewis, 
Mango Publishing, 2018, p. 306
14 Ethereum: Will Ether’s big upgrade crush crypto’s carbon-footprint problem? | Fortune
15 Why Cardano chose Haskell — and why you should care | by Cardano Foundation | Medium
16 Enterprise Ready Hybrid Blockchain (xinfin.org)
17 Enterprise Ready Hybrid Blockchain (xinfin.org)
18 How NFTs might play a role in international trade (tradefinanceglobal.com)
19 Legal-Landscapes-Governing-Digital-Tokens-in-the-European-Union.pdf (netdna-ssl.com)
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Cardano is built using the Haskell 
programming language , which is
commonly used in the financial
industry,

In trade finance, this means the 
tokenisation of documentary 

https://fortune.com/2021/07/29/ethereum-going-green-ether-crypto-carbon-footprint/
https://medium.com/@cardano.foundation/why-cardano-chose-haskell-and-why-you-should-care-why-cardano-chose-haskell-and-why-you-should-f97052db2951
https://xinfin.org/
https://xinfin.org/
https://medium.com/ethereum-push-notification-service/why-game-theory-is-the-most-important-thing-in-a-decentralized-notification-protocol-c407bf97ff46
https://www.tradefinanceglobal.com/posts/how-nfts-might-play-a-role-in-international-trade/
https://4actl02jlq5u2o7ouq1ymaad-wpengine.netdna-ssl.com/wp-content/uploads/2021/05/Legal-Landscapes-Governing-Digital-Tokens-in-the-European-Union.pdf
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rather scattered, with an incipient 
legal taxonomy of digital assets.

okens fall under two categories:

 

1.

 

Regulated  tokens : which  fall

 

under any of the existing or

 

pilot EU financial regulation:
•

 

digital tokens qualifying

 

as e-money;
•

 

securities tokens;
•

 

DLT  
transferrable

 

securities.

 

2.

 

Unregulated tokens: which

 

are not covered by financial

 

regulation.

 

•

 

utility tokens;

 

•

 

asset representing tokens;

 

•

 

e-money tokens such as

 

Bitcoin.

 

Tokenised distribution of trade

 

finance would most likely fall

 

under the ‘DLT transferrable

 

securities’ category, which

 

refers 
to a subset of securities

 

tokens 
that meet the definition

 

of

 
 

 

In parallel to the European

 

regulatory efforts, individual

 

member states are taking steps

 

to regulate digital tokens as

 

financial assets. Last April, 
Luxembourg

 

passed a new bill

 

giving tokenised securities legal

 

status.20 Other countries like

 

Malta and Singapore are leading

 

the way in crypto regulation.

 

      
However, given the relevance

 

of 
Luxembourg regulation for

 

financial securitisation in  
general, 

 

 its move  to  regulate  
tokenised

 

securities might have 
a larger

 

compound effect in the 
future of

 

trade finance.

 

Conclusion

If we read across the partial

 

conclusions of this article, we

 

could argue that it wouldn’t be

 

rare to see, in the short-term

 

future, a tokenisation of trade

 
 

 
 

distributed to investors in Europe

 

. 
Nevertheless, the goal of this

 

article is not to predict the future,

 

but to provide the reader with

 

concrete tools to discern what is

 

technically possible, regulatory

 

permissible, and more likely to 
be

 

adopted by the market to 
turn

 

the blockchain revolution in 
trade

 

finance into reality.

 

The second and most important

 

point is that trying to sketch the

 

simplest avenue to an impactful

 

implementation of blockchain

 

technology in trade finance is

 

only the beginning of an even

 

deeper entanglement of these

 

two fields, which opens a new

 

window of uncertainty and 
innovation.

 

And forecasting the 
beginning at

 

the end, yet again.

 



20 Luxembourg Passes New Bill Giving Tokenized Securities Official Legal Status - The Tokenist

T

transferrable security under
MIFID2, for which there is 
currently a pilot regulation.

finance assets on Ethereum
protocol, regulated under
Luxembourg law and ready to be

https://tokenist.com/luxembourg-passes-new-bill-giving-tokenized-securities-official-legal-status/
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Digital Trade Transaction: A 
novelty or a necessity?

6.2

ANASTASIA MCALPINE
Head of Product, Trade & Supply 
Chain Finance
Finastra

In the wake of the ICC 
Uniform Rules for Digital Trade 
Transactions (URDTT) recent 
launch, we explore the meaning 
of a digital trade transaction 
- underlying assumptions, 
regulatory framework and future 
expectations.

Digital Trade Transaction

As the world transforms and 
adapts to the new realities and 
digital technologies, so does the 
trade community. We are at the 
early stages of the digital trade 
transaction journey, focusing 
on the building blocks that will 
underpin this transformation and 
what will pave the future path. 
In this sense, defining a ‘digital 
trade transaction’ seems like the 
right place to start.

There is no unilaterally accepted 
definition of a digital trade 
transaction. OECD offers the 
following description, where 
digital trade transaction 

“encompasses digitally-enabled 
transactions of trade in goods 
and services that can either be 
digitally or physically delivered, 
and that involve consumers, 

firms, and governments. That is, 
while all forms of digital trade are 
enabled by digital technologies, 
not all digital trade is digitally 
delivered.”21

This is perhaps the most common 
interpretation. The challenge in 
trade is that the vast majority of 
goods are produced elsewhere, 
often overseas, and then 
physically delivered to buyers 
- therefore, not all transactions 
can be fully digital. Technology, 
such as 3D printing, may enable 
buyers to ‘print’ products locally 
in the future, however, this is not 
a reality just yet. Furthermore, 
the delivery of trade transactions 
is typically accompanied by a 
mass of physical documentation 
- more specifically, 4 billion 
documents are circulating in 
the trade system according to 
ICC figures.22 These documents  

contain the critical information 

about the transaction itself, 

as well as recording the rights 
and obligations of the parties 
involved.

“Not all transactions 
can be fully digital.”

As the world transforms and adapts to the new 
realities and digital technologies, so does the 
trade community

21 https://www.oecd.org/trade/topics/digital-trade/
22 https://iccwbo.org/content/uploads/sites/3/2020/05/2020-icc-digital-roadmap.pdf
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The development of technologies 
to digitise, connect and 
automate

 
trade creates new 

possibilities to
 

move trade closer 
to the “digital

 
at source” reality. 

Through the

 

collaboration of 
solutions that

 

creates an 
ecosystem, there

 

are new 
channels that facilitate

 

the 
greater movement of data

 

previously reserved for physical

 

interaction only.

 

Well-known examples include
 

the digitisation of documents of
 

title, which today can be created
 

as a secure digital document or
 

simply an electronic record on a
 

shared database or ledger. The
 

open application programming
 

interfaces (open APIs), cloud and
 

distributed ledger technology 
and other technologies drive the 
transparency and ease of access 
to data.

The digital trade ecosystem, 
however, is still missing a 
common regulatory framework. 
Some industry players have 
already built their own rulebooks, 
while the industry as a whole 
catches up.

Uniform Rules for Digital Trade 
Transactions

In June 2017, the International 
Chamber of Commerce (ICC) 
Banking Commission assembled 
a Working Group on Digitalization 

in Trade Finance. This broadly 
included two streams: the 
creation of common rules and 
practices and the acceleration of 
digital adoption in Trade Finance.

One of the Working Group’s 
specific tasks was to create the 
Uniform Rules for Digital Trade 
Transactions, also referred to as 

URDTT for short. The objective 

was to “Develop a high-
level framework for rules and 
obligations covering the use of 
Electronic Records to process 
Digital Trade Transactions.”23

The URDTT is the first ICC 
framework of its kind, with the 
Working Group having finalised 

23 https://iccwbo.org/global-issues-trends/banking-finance/icc-digitalisation-of-trade-finance/
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the draft earlier this year following 
a number of iterations based on 
guidance received from the ICC 
National Committees. 

“Voting concluded on 29 June 
2021 for the adoption of the 
URDTT Version 1.0. We received 
over 1,500 comments from ICC 
National Committees, each 
responded to individually. The 
use of version numbers will allow 
for a more focused and shorter 
revision of the rules as and when 
technological advances are 
made or where market trends 
develop or expand from time to 
time.” noted by Stream Advisor, 
Dave Meynell.

The first version of the rules 
has been approved and is 
now generally available. The 
unprecedented amount of 
feedback received from ICC 
National Committees globally 
highlighted the great importance 
of this work, aiming to establish 
a commonly understood and 
accepted set of principles 
to address the uncertainty 
associated with digital trade 
transactions.

URDTT Working Group concluding 
comments explained: “In order to 
appreciate the true value of the 
URDTT we need to think beyond 
traditional instruments; think 
beyond traditional rule-making; 
think beyond existing ways of 
doing business. The URDTT are 
intended to govern across a 
digital landscape, taking into 
account recent developments, 
not only in distributed ledger 
technology but also the use of 
artificial intelligence, natural 
language processing, machine 
learning, data analytics, smart 
contracts, smart objects and the 
Internet of Things, all of which will 

have a material impact on the 
ways in which we do business in 
future.”

Into the thick of it

The URDTT takes the view that 
a digital trade transaction is 
conducted in a fully digital 
environment, remaining 
agnostic towards the 
underlying technology and 
messaging standards. Where 
full digitalisation is not possible, 
due to regulatory or other 
requirements, parties can agree 

on how to handle such elements 

of the transaction separately, as 

this is not covered by the URDTT.
 

Critically, a distinction is 
drawn between a digital trade 
transaction and the underlying 
commercial sale and purchase 
agreement for goods and 
services. This also addresses 
the earlier point about the 
physical aspect when delivering 
goods. Instead, a digital trade 
transaction is defined as a 
process which facilitates 
the use of electronic records 
to evidence the underlying 
commercial contract and 
enforce the payment obligation. 
It is important to note that the 
performance of parties under the 
commercial agreement is not 
ruled by URDTT.

The payment obligation and 
payment undertaking are the 
two elements of the URDTT that 
are worth highlighting. The buyer 
payment obligation transforms 
from conditional to unconditional 
upon compliance with the terms 
and conditions of the digital 
trade transaction, in other 
words, upon submission of the 
appropriate electronic records. 
Similarly, bank and non-bank 

financial institutions can add their 
payment undertaking which is 
subject to the compliance with 
the terms and conditions of the 
digital trade transaction.

The approach under URDTT 
extends into the corporate, 
financial institutions and banks 
arenas, as well as addressing 
the growing community of non-
bank providers of financial and 
technology services. Practical 
issues, such as non-compliance 
or data corruption of the 
electronic record, are captured 
to help parties establish the 
right practices for a successful 
interaction in the area of digital 
trade transactions.

The Rules have also been 
designed to be compatible with 
the widely discussed and praised 
UNCITRAL Model Law on Electronic 
Transferable Records (MLETR), 
specifically around electronic 
commerce, electronic signatures, 
and electronic transferrable 
records.

Novelty vs necessity

Across the world, global supply 
chains and international trade 
continue to grow. The COVID-19 
pandemic has brought the “new 
normal” of dynamic workplaces 
and highlighted the importance 
of digitalisation to the trade 
industry. There will be bumps in 
the road and there is no denying 

that there will be changes to the 

existing regulatory frameworks
 

as the industry evolves. The
 
first 

version of URDTT is only
 
the 

beginning and, naturally,
 

iterations over time are to be
 

expected.
 

The wider adoption of digital 
practices is slower than perhaps 

24 ICC, Aligning national laws to the UNCITRAL Model Law on Transferrable Records, UK Business Case (2021)
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desired, but it is on the right track. 
Initiatives to digitise trade and 
supply chains, such as the ICC 
Digital Trade Standards Initiative  
(DSI) and the ITFA Digital 
Negotiable Instruments

 
(DNI), are 

leading the way.
 
Regulatory 

frameworks have
 
been widely 

sighted as a missing
 
piece to 

enable further digital
 

transformation. The adoption of
 

electronic standards via 
UNCITRAL

 
Model Laws, the ICC 

eURC and
 
eUCP, and now URDTT 

frameworks

 

help to address 
some of the

 

current constraints. 
These are

 

the fundamental 
building blocks

 

that market 
participants should

 

take an 
active interest in as they

 

will 
shape the new digital trade of

 

tomorrow.

 

Most important are the
 

benefits 
that trade digitalisation

 
unlocks, 

delivering ‘trade for
 

good’. The 
ICC has recently

 
estimated that 

the adoption of
 

electronic 
documents in trade

 
will 

generate £24.6 billion in SME
 

trade by 2024 - a significant
 
25% 

increase.24 Wider adoption
 

of 
digital standards combined

 
with 

solutions such as ICC
 

Tradecomm marketplace,
 

powered by Finastra, will support
 

greater prosperity worldwide.

In short, to answer if a digital
 

trade transaction is a novelty or
 

a necessity – it is certainly the
 

latter.
 



24 ICC, Aligning national laws to the 
UNCITRAL Model Law on Transferrable 
Records, UK Business Case (2021)
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The MLETR as a Model for 
the Digital Trade Provisions of 
AfCFTA 

6.3

UCHENNA ANYAMELE
Lawyer/Consultant
Hakakire Consulting

According to the AfCFTA timeline, 
phase III negotiations on 
e-commerce protocol, amongst 
others, are to be concluded in 
December. Inspiration could 
be drawn from the Model Law 
on Electronic Transferable 
Records (MLETR). Thus promoting 
harmonisation of standards in 
electronic transferrable records. 

Digitisation as a global 
imperative 

Digitalisation has become a 
global priority, however, efforts 
to digitalise trade have been 
hindered by legislative gaps. 
At this present moment, the 
e-commerce protocol of the 
African Continental Free Trade 
Area (AfCFTA) is undergoing 
phase III of negotiations, 
scheduled to be concluded on 
31st of December of 2021. To 
minimise disparity and promote 
harmonisation of standards, 
the Model Law on Electronic 
Commerce (MLETR) can serve as 
a model for drafting the digital 
trade provisions of the AfCFTA 
e-commerce protocol. 

A breakdown of the AfCFTA 

AfCFTA, the largest free trade 
area in the world, is an African 
Union Agenda 2063 project 
aimed at achieving inclusive and 

sustainable development. The 
goal is to boost intra-African 
trade

 
by providing mutually 

beneficial
 

trade agreements 
between member states.

 

 It is 
projected that

 

AfCFTA will help 
bring 30 million

 

people out of 
extreme poverty

 

and raise the 
incomes of at least

 

68 million 
people.

 

Furthermore, AfCFTA provides
 

an opportunity to diversify
 

exports, accelerate growth and
 

attract FDI in Africa. In order to
 

maximise these gains, costs must
 

be reduced through efficient
 

regulations to enable the free
 

flow of goods, boost productivity
 

and lower trade costs. One of the
 

ways to reduce cost and create
 

efficiency is through digitising
 

trade, as this would allow for:
•
 

Global trade and supply
 

chains to become more
 

robust
•
 

The support of economic
 

growth and job creation
•
 

A decrease in the MSME
 

financing gap

However, for these benefits to
 

materialise, there must be an
 

enabling regulatory environment
 

that supports this transformation.

In February 2020, in order to 
address this, the

 

African Union 
and Government

 

Assembly

 
 

Digitalisation has become a global priority
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negotiations must focus on the
 

AfCFTA Protocol on e-commerce.
 

The E-commerce agenda was
 

first reflected in the African Union
 

Convention on Cybersecurity and
 

Personal Data Protection (2014)
 

and, more recently, in the African
 

Union Digital Transformation
 

Strategy (2020-2030) (DTS). In

 

terms of creating an enabling

 

environment, policy, and

 

regulation, the DTS highlights one

 

of its key objectives: establishing

 

harmonised policy, legal, and

 

regulatory frameworks.

 

Digitalising trade – the 
legal

 
challenge

An important aspect of
 

digitalising trade is digitalising
 

trade finance documents such
 

as negotiable instruments.
 

Negotiable financial instruments
 

are an essential part of
 

commercial transactions,
 

however, they are often

 

faced with challenges such
 

as miscommunication,
 

complex documentation flow,
 

lack of transparency and
 

increasing documentary fraud.
 

Furthermore, these documents
 

are cumbersome and generally
 

inefficient. On paper alone, it is
 

estimated that the international

 

trade industry generates 

 

4 
billion paper

 

documents per 
year.

 

The COVID-19 pandemic has
 

shown how fragile supply chains
 

and small- and medium-sized
 

enterprises (SMEs) truly are.
 

Such fragility is often felt more
 

closely in intra-African trade
 

due to protracted development

 

challenges. To save costs and

 

improve resilience under AfCFTA,

 

paperless trade is imperativ

 

e. As 
electronic versions of negotiable

 

instruments are usually more

 

efficient, and less susceptible to

 
 

their 
paper versions, and they

 
possess 

a higher level of security,
 

integrity, 
and traceability, they are

 

paramount on the road to digitise
 

trade.
 

Despite their
 

advantages, 
electronic 

 
transferrable records 

are hardly
 

recognised legally, as 
most

 
jurisdictions only recognise 

paper versions. 

Delivery is a requirement 
of transferring negotiable 
instruments, however, so for 
delivery to occur, there must be 
a transfer of possession. In some 
jurisdictions, for instance, under 

English Law - a popular choice 

for commercial transactions
 

globally - transfer of this type of
 

document would be impossible,
 

as the law does not recognise
 

possession of an intangible
 

document.
 

One of the ways to get 
around this problem of 
restricted transferrability of 
negotiable instruments is the 
MLETR. 

The MLETR – A Model Law 
for

 
AfCFTA

The MLETR, developed by
 

UNCITRAL, addresses the
 
issues 

that have plagued the
 

digitalisation of Electronic
 

Transferable Records (ETR). It

 

enables the legal use of ETR by

 

establishing a legal equivalence

 

between control of an 
electronic

 

transferrable record
 

 

paper document or instrument.
 

MLETR enables ETR to be used
 

both domestically and across
 

borders.

As a model law, the MLETR is
 

flexible and can be adapted to
 

suit domestic circumstances.
 
It 

does not aim to affect the
 

substantive law on transferrable 
instruments, making it an 
excellent model for drafting the 
digital trade provisions of the 
AfCFTA, particularly when

 

considering the harmonisation
 

objective of DTS.

Some countries that have
 

adopted the MLETR and could
 

serve as inspiration include:

•
 

Bahrain adopted the MLETR in
 

February 2019.
 

•
 

Singapore passed an
 

amendment to the ETA,
 
the 

Electronic Transactions
 

           
(Amendment) Bill, on

 

1 February 2021, which
 

introduces Part IIA to the
 
Act 

to adopt the MLETR with
 

modifications.
 

•
 

In February 2021, the Abu
 
Dhabi 

Global Market (ADGM), a 
financial free zone, issued its 
Electronic Transaction 
Regulation, which reflects the 

MLETR.

 

•
 

Paraguay has a bill enacting
 

the MLETR, which has been
 

introduced to parliament.
 

•
 

On 28 April 2021, the G7 digital 
and technology ministers 
committed to adopting ETRs in 
international trade.
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How to model the AfCFTA after 
the MLETR 

Structure 

With respect to trade 
agreements, there is yet to 
be a global agreement on e-
commerce that can be used as 
a benchmark. This creates room 
for innovation and design of the 
digital trade aspects of the e-
commerce protocol based on 

MLETR.

In trade agreements, there 
are four main categories used 
to organise issues related to 
e-commerce.

Provisions inspired by the 
MLETR can be in a part of the 
e-commerce protocol known as 
the ‘Facilitation Commitments 
Section’. 

This part could contain an ETR  
section, which could take the 
following forms: 

Market Access 
Commitments:

includes customs 
duties, valuation 

issues, movement of 
natural persons and 

access to data

Rules and Regulations 
Commitments:

Intellectual property 
rights, protection of 

personal information, 
consumer protection 

and completion

Facilitation 
Commitements:
Paperless trade, 

e-signatures and 
digital authentication

Enabling Issues:
Technology 

infrastructure and 
related matters
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Though not exhaustive, these 
are suggestions that could help 
create legal standards in the 
area of ETR in Africa. 

MLETR could be the answer to 
digital trade in Africa

Using MLETR - a global, uniform 
law - as an inspiration for the 
creation of AfCFTA’s digital trade 
provisions can help create a 
legal environment that enables 
businesses in Africa to use 
electronic trade documents. 
This has the potential to bring 
about a plethora of efficiencies 
such as time, security and data 
processing, as well as economic 
savings. 

a. A provision calling for the adoption of MLETR by AfCFTA 
member state parties - which would be similar to the 
draft provision suggested by the International Chamber 
of Commerce (ICC) for the Joint Statement Initiative on 
Electronic Commerce (JSI). 

b. Alternatively, specific provisions could be expressly 
replicated, for instance: 

1. Scope 
The scope of application could be similar – 
applicability to ETR but exempting securities as 
substantive law can determine which instruments 
are securities. 

2. Definition 
The definition of an electronic record, an electronic 
transferable record and a transferrable instrument 
could be modelled after the MLETR. The definition of 
electronic record builds on data message on 
UNCITRAL Model Law on Electronic Commerce          
(2006), which some AfCFTA member states have 

adopted. The definition of ETR reflects the functional 

equivalent approach, whilst the definition of 

‘transferable document or instruments’ also focuses 
on key functions of transferrability and providing 
title to performance. Both definitions leave certain 
aspects to substantive law. 

3. Substantive provisions that could be considered 
include:
• Article 7: An electronic transferable record 

shall not be denied legal effect, validity or 
enforceability on the sole ground that it is in 
electronic form.

• Article 8-11: on the functional equivalence of 
electronic and manual records.

• Article 12: on general reliability standards for 
methods used. This can ensure legal certainty 
whilst also allowing industry standards. 

INTERNATIONAL TRADE PROFESSIONALS PROGRAMME
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AN UPDATE FROM GLOBAL ASSOCIATIONS 
AND INTERNATIONAL BODIES

7

TFG heard the latest updates from industry experts and global leaders 
in trade, receivables and insurance through our partner associations 

and international bodies
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BAFT is the leading global industry association for International 
Transaction Banking. It helps bridge solutions across financial 
institutions, service providers and the regulatory community 
that promote sound financial practices enabling innovation, 
efficiency, and growth. BAFT delivers value through promoting 
thought leadership and best practices, conducting policy 
advocacy, providing training and education, and building a 
global community and forum for members to interact.

This year, BAFT celebrated its 100th anniversary, evolving from its 
humble founding to support the international business of 10 US 
mid-western banks, to its current global engagement serving 
members from over 60 countries on six continents.
 
• LIBOR Transition – BAFT produced five white papers, a market 

study, and educational sessions outlining the impact on 
transaction banking and assessment of alternative reference 
rates. Our advocacy helped ensure trade finance is an 
authorised use case for forward-looking SOFR term rates.

• Supply Chain Finance - publication of the Payables Finance 
Principles, publication of additional standard definitions 
(through the GSCFF) for Corporate Payment Undertaking, and 
best practice guidance. We continue engagement with policy 
makers on accounting and disclosure treatment for Payables 
Finance.

• Launch of new BAFT website, baft.org
• Future Leaders Program – the Class of 2021 produced 36 

graduates from 21 countries, the largest and most diverse 
class in the six-year history of the program. Projects covered: 
Sustainable Finance, DEI, Commodity Trade Finance, Faster 
Payments and the Future of Transaction Banking (post-
COVID).

• Please refer to the 2021 BAFT Annual Review Digest for 
additional details.

What is BAFT?

What are the key BAFT 
updates this year?

Tod Burwell
President and Chief Executive Officer
www.baft.org

https://www.baft.org/wp-content/uploads/2021/09/2021-BAFT-Annual-Review-Digest.pdf
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Tod Burwell
President and Chief Executive Officer
www.baft.org

• LIBOR Transition
• Trade Digitization
• Sustainability/ESG
• De-Risking / Correspondent Banking
• Supply Chain Finance Accounting/Disclosure
• Basel III Implementation

• BAFT CONNECT, a new virtual transaction-banking club for 
networking, shared problem solving, and content exchange.  
Two Open House events on October 20, 2021 at 7AM ET and 
12PM ET. Open to all members and non-members.

• Virtual BAFT Supply Chain Finance Forum, December 1 - 2, 
2021

• 31st Annual Conference on International Trade (hybrid)
◊	 December 6 – 7, 2021 (virtual)
◊	 December 8 – 9, 2021 (Houston, TX)

• 2022 BAFT Future Leaders Program (7th year) launches in 
January, 2022

What is the focus for the 
rest of 2021, and 2022?

What are the key project / 
event / launch dates that 
we should be aware of for 
the next 6 months?

AN UPDATE FROM GLOBAL ASSOCIATIONS AND INTERNATIONAL BODIES
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The Berne Union is the international association for the export 
credit and investment insurance industry.
Members include government-backed official export credit 
agencies, multilateral financial institutions and private credit 
insurers from across the globe who together provide around 
USD 2.5 trillion of payment risk protection to banks, exporters and 
investors annually – more than 13% of global cross border trade.

We provide a forum for professional exchange, sharing of 
expertise and networking amongst members, and engage in 
collaborative projects with stakeholders from across the wider 
trade finance industry.

• New BU President, Michal Ron, began implementation of her 
presidential platform, focusing on tackling climate issues 
and creating a more inclusive dialogue between different 
spheres: public / private; finance / insurance; trade / 
development; East / West; OECD / non-OECD

• Our capacity sharing marketplace, in June, explored approaches 
to climate finance among ECAs, DFIs and private sector 
finance / insurance – a written summary of the outcomes 
and recommendations will be published in October

• We created working group for Sub-Saharan Africa, led by local 
institutions and focusing on better exchange of information 
and collaboration on projects relevant to business in the 
region

• We launched a new quarterly business confidence index, 
tracking overall perception of demand, risk appetite and 
claims in the export credit insurance industry – Q3 report has 
just been published

• We have begun collecting additional data from Berne Union 
Members on country cover policy for different obligor types in 
ST credit

What is Berne Union?

What are the key Berne 
Union updates this year?

Vinco David
Secretary General

https://www.berneunion.org/Articles/Details/521/Appointment-of-New-Elected-Officials-including-Michal-Ron-SACE-as-President
https://bublob.blob.core.windows.net/assets/documents/events/Media/BU%20Docs/2020-2022%20BU%20Presidential%20Platform_final.pptx
https://csm.berneunion.org/jun-21-workshop
https://www.berneunion.org/Stub/Display/170
https://www.berneunion.org/Articles/Details/607/Business-Confidence-Index-Q3-21-Published
http://cbs.wondershare.com/go.php?pid=5239&m=db
http://cbs.wondershare.com/go.php?pid=5239&m=db
http://cbs.wondershare.com/go.php?pid=5239&m=db
http://cbs.wondershare.com/go.php?pid=5239&m=db
http://cbs.wondershare.com/go.php?pid=5239&m=db
http://cbs.wondershare.com/go.php?pid=5239&m=db
http://cbs.wondershare.com/go.php?pid=5239&m=db


93
tradefinanceglobal.com

Vinco David
Secretary General

• We are delighted to return to our first in-person meeting 
since the start of the COVID-19 pandemic, with our AGM in 
Budapest, hosted by Exim Hungary. At the same time we 
continue to deliver regular webinars on topical and technical 
subjects. This is a practice which will remain in place even 
with the return of face to face meetings.

• During the remainder of this year we will be working to 
consolidate the information collected during 2021, with 
planned publications including our Yearbook, and 2021 H1 
data report, as well as the close of the first full year of our 
Business Confidence Index. We will also be preparing for work 
next year, including the establishment of our new climate 
working, and regional focus working groups.

• Annual General Meeting – Budapest, 11-14 October
• New Regional Focus Working Group to be announced – 

October 2021
• Publication of 2021 Yearbook and H1 Data report – November 

2021 
• Launch of Climate Working Group – November 2021
• Spring Meeting – Brussels, 28th March – 1st April

• We completed the restructuring of the Berne Union 
Committees, creating a new ‘MLT’ committee, open to 
the participation of all insurers of MLT credit and political 
risks (public and private), separate to the re-named ‘ECA’ 
Committee, which addresses the specific issues relevant 
to national export credit support provided by official ECAs. 
The changes now align the BU’s formal structure with our 
data collection and reporting activities, and provide a 
better reflection of the underlying nature of the export 
credit and investment insurance industry

(continued)
What are the key Berne 
Union updates this year?

What is the focus for the 
rest of 2021, and 2022?

What are the key project / 
event / launch dates that 
we should be aware of for 
the next 6 months?

AN UPDATE FROM GLOBAL ASSOCIATIONS AND INTERNATIONAL BODIES
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• Edifactoring 2.0: Created a new edifactoring 2.0 platform, one 
based on a centralised new database, but one that can be 
upgraded to incorporate blockchain and other components 
in the future. The new system will be available to the 

members next quarter.
• FCIreverse: FCI invested in FCIreverse powered by Demica, to 

support our member’s domestic and international reverse 
factoring needs. FCI signed four new MOUs this year, and one 
will be fully on-boarded in the 4Q2021.  

• African Grant: In January, FCI announced the creation 
of a special purpose Grant authorised by the African 
Development Bank (AfDB) to support the capacity building 
of emerging factoring firms in Africa. This Grant will have far 
reaching affects for the development of factoring in Africa.

• Islamic Factoring Project: FCI launched Islamic International  
Factoring recently, together with the support of our members 
Noor Bank (now Dubai Islamic Bank), Dar al Tawreeq and the 
Islamic Trade Finance Corp (ITFC). In 2019, FCI signed an MOU 
with the ITFC to create the new Islamic Factoring Chapter. 

What are the key FCI 
updates this year?

FCI is the Global Representative Body for Factoring and Financing 
of Open Account Domestic and International Trade Receivables. 
FCI was set up in 1968 as a non-profit global association. 

With today close to 400 member companies in more than 90 
countries, FCI offers a unique network for cooperation in cross-
border factoring. Member transactions represent nearly 60% of 
the world’s international correspondent factoring volume.

FCI is a non-exclusive organisation, open to any company 
which is providing Factoring Services or plans to set up 
Factoring

 
Activities, but also to service providers to the industry.

After 50 years of existence, FCI opened two more business 
lines: reverse factoring (FCIreverse and EDIreverse) and Islamic 
International Factoring.

FCI’s origins include a strong legal framework (FCI Constitution, 
Interfactor Agreement, General Rules for International Factoring-
GRIF, Edifactoring.com Rules, Supplemental Agreement for 
Islamic International Factoring, General Rules for FCIreverse and 
FCI Rules of Arbitration), platforms for cross-border transactions 
(edifactoring.com and FCIreverse) and more than 50 years 
accumulated knowledge (FCI Academy).

What is FCI?

Peter Mulroy
Secretary General
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We held our first training event in 2021 this month, and we will 
hold our first Chapter meeting later this year.  This initiative 
should lead to significant growth in Islamic Factoring.

• Factoring Model Law:  FCI also partnered with the UNIDROIT 
to develop a new Model Law on Factoring.  This is the first 
attempt to develop a global, UN-based model law for our 
industry. FCI was instrumental by supporting the model law’
s creation through an aggressive lobbying effort.  And in 

May 2019, together with the support by the World Bank, the 

UNIDROIT approved the project. The law will be released by
 

2023.

• FCI Academy Webinar: “The FCI Two-Factor Scheme: The 
Secured Framework for Open Account Trade”, 28 September 
2021

• Rebooting Your Factoring Practice for the Post COVID-19 “New 
Normal”, 29 September 2021

• Factoring as an alternative tool for financing SMEs and Big 
Corporates - Boosting the potential of Trade Finance for 
Banks and NBFI, 6 October 2021

• FCI & IFC Webinar for Online Factoring and Receivables 
Finance Conference, Supported by the UAE Ministry of 
Finance, 7 October 2021

• FCI Academy Webinars “Let’s make our Potential Clients 
become True Generators of Profitable Businesses - This is 
your Factoring Sales Toolkit”, From 19 to 20 October 2021

• FCI 54th Annual Meeting 2022, From 19-24 June to be held in 
Washington DC

Strategic Plan Summary 2022-2023: 

a. Support: FCI to provide increased support to the industry 
stemming from the Pandemic. 

b. Digitization:  Enhance FCI Network, Edifactoring 2.0 Project 
launch 1Q2023

c. Advocacy: Invest in Advocacy: On-board Advocacy Director
d. Governance:  Make changes to governance structure (voting, 

expansion of associate to full members) and Revisit Pricing 
Policy in FCI ie. Initiate Group Member Pricing

e. Sustainability: Prioritise support to the industry for the 
transition to a net-zero carbon economy

What are the key project / 
event / launch dates that 
we should be aware of for 
the next 6 months?

What is the focus for the 
rest of 2021, and 2022?

(continued) 
What are the key FCI 
updates this year?

Peter Mulroy
Secretary General

AN UPDATE FROM GLOBAL ASSOCIATIONS AND INTERNATIONAL BODIES
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The International Credit Insurance & Surety Association (ICISA) is 
the global trade association representing the leading providers 
of trade credit insurance and/or surety bonds worldwide. ICISA 
promotes sustained technical excellence, industry innovation 
and product integrity. ICISA represents the interests of its 
members by facilitating an open exchange of information and 
ideas while representing the interests of our members to local, 
national and international government and regulatory bodies. 
ICISA plays a vital role in advising and educating international 
and multinational authorities on the important role trade credit 
insurance and surety bonds play in economies. 

During our recent AGM in June, the ICISA membership elected 
its new President (Kay Scholz,  from R+V Re) and Vice-President 
(Benoît des Cressonnières, from Euler Hermes). At the same 
meeting, I was appointed to be Executive Director, taking over 
from Rob Nijhout following his retirement. 

As with 2020, ICISA events have unfortunately had to continue 
online during the pandemic. However, we hope to hold our 
upcoming autumn meetings (scheduled for the end of October) 
on a face-to-face basis in Seville, Spain.

At the beginning of the year, ICISA took the initiative to start a 
Blockchain Surety consortium, with a power of attorney proof 
of concept due to come in the next months, and a new Bond 
Signature and Verification Lab to be launched during the 
autumn. 

More recently, ICISA continues to follow developments related 
to the pandemic, including the phased ending of state support 
measures in many countries. We are working with members to 
enhance our position on other longstanding topics, including ESG 
and the wider discussion of integrating sustainable practices 
into business. 

The most recent industry results provided by ICISA for 2020 
showed that despite continued uncertainty in the global 
economy, Trade Credit Insurance and Surety continues to play 
an important role. While claims may be expected to rise in the 

What is ICISA?

What are the key ICISA 
updates this year?

Richard Wulff
Executive Director 
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near-to-medium term as state support to the real economy 
ends, ICISA members report stable market functioning and that 
capacity and appetite are strong across the sector.

In the upcoming year we will continue our focus on 
developments in the EU and elsewhere on the regulation of the 
sector. Solvency II amendments are expected to come from 
the European Commission in the near future as part of the 2020 
Review. Elsewhere, we continue to engage with partners across 
the industry on the treatment of credit insurance in banking 
rules, where amendments to CRD/CRR are also expected soon 
stemming from the implementation of Basel III. 

More broadly, we expect a continued focus from regulators and 
policymakers on sustainability. ICISA members are also active 
in responding to the need to adapt practices in response to 
challenges faced today.

Looking at our association itself and our core goals; we are 
focusing now on getting back to more face-to-face meetings 
as soon as possible,  increasing the cooperation between our 
members and improving the dialogue between Trade Credit and 
Surety companies.

• ICISA Autumn Meetings (27-29 October 2021);
• Surety Bond - Power of Attorney proof-of-concept Workshops 

to start on the 21 October 2021;
• Phase 1 of the Surety Bond Lab will begin in November 2021;
• New Icisa.org website to be launched in Q1 of 2022;
• Single Risk Open Forum to be organized in Q1 in 2022;
• Webinars will be organized in the beginning of 2022 on 

several topics related to Surety industry;
• A “Catalogue of Surety Terminology” to be published in the 

beginning of 2022.

What is the focus for the 
rest of 2021, and 2022?

What are the key project / 
event / launch dates that 
we should be aware of for 
the next 6 months?

(continued)
What are the key ICISA 
updates this year?

Richard Wulff
Executive Director 
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• Like others, our association was heavily impacted by      
COVID-19.

  
The lack of in-person events which is the heart of 

our
 

association has created many challenges. Nevertheless, 
we

 
managed to remain connected using our monthly 

newsletter, various online meetings, emails, and webinars on 
a variety of

 
topics.

• Together with TFG, ITFA has launched the LIBOR Hub, the 
purpose of which is to provide resources to the trade finance 
community. LIBOR transition is particularly challenging 
for trade finance.  We have closely followed market 
developments and released a number of guidance notes 
aimed at providing updates on the topic. One such initiative 
is the work done with Bankers Association for Finance and 
Trade (BAFT) to amend LIBOR definitions as used in the 
Master Participation agreement template. 

• Based on input received from market participants, together 
with Pennigtons Manches Cooper, we issued a paper 

What are the key ITFA 
updates this year?

A voluntary association run by professionals focused on various 
aspects of trade finance. We are the voice of banks, financial 
institutions and service providers involved in trade risk and 
asset origination and distribution. Over the years, since our 
establishment in 1999 as IFA in the forfaiting markets, ITFA has 
expanded to cover a number of other markets and disciplines 
including supply chain finance and credit insurance. ITFA has 
built the most comprehensive trade finance fintech community 
with nearly 40 members (see our various fintech initiatives 
below).  Our sectoral committees cover areas such as insurance, 
ESG and Market Practice. Our global spread is assured by a 
number of geographical committees ranging from Northern 
Europe to the US to China to Australia. We deliver unique 
opportunities for networking within a professional community. 
Education and training are key for any industry to survive.  
ITFA does this by offering educational sessions, seminars and 
webinars both centrally and locally.  We support new talent 
seeking to work and develop in trade finance through our 
Emerging Leaders function, which plays a very important role in 
that we strive to attract and nurture the next generation of 
trade finance and transactional banking professionals through 
digital transformation.

What is ITFA?

Sean Edwards
Chairman
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covering Structured Letters of Credit, the purpose of which 
is to enhance understanding of such a product, as well as 
shedding light on issues surrounding their use in the market.

• Published the second edition of the Digital Negotiable 
Instruments Initiative, in collaboration with TFG. This 
document includes an explanation prepared by Sullivan & 
Worcester UK LLP of the legal issues under English Law for 
digital negotiable instruments. This also contains our dDOCS 
technical standards.

• Our TFDI (Trade Finance Distribution Initiative) continues to 
attract members. This is aimed at digitising the distribution 
of trade assets through a variety of methods enabled by new 
technology.

• We have taken over the IITF (Investors in Trade Finance) 
group from ICC and are re-launching it. This group is working 
to attract more non-bank investors into trade finance.

• We will launch a Basel III compliant insurance policy for 
receivables purchasing facilities.

• Lobbying of the UK Government in partnership with ICC UK 
to change the law to allow for digital negotiable instruments 
and bills of lading. New legislation is expected next year.

• Finally, we published a public response to the Fitch report on 
Greensill. 

This year’s annual conference is on top of every board member’s 
agenda, wanting to ensure the best experience for our members 
following a one-year absence in view of the pandemic. 
Networking is key to reach all our objectives.

LIBOR transition will certainly remain a hot topic in view of the 
upcoming deadlines.  ITFA will keep on following this subject 
closely and keep its members up to date. We are also very 
excited with the digital transformation of negotiable instruments 
as forfaiting will become more appealing. 

What is the focus for the 
rest of 2021, and 2022?

(continued) 
What are the key ITFA 
updates this year?

Sean Edwards
Chairman

AN UPDATE FROM GLOBAL ASSOCIATIONS AND INTERNATIONAL BODIES
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Our mandate for 2022 will also include the following:

a. With the creation of the ESG committee, ITFA aims to provide 
its input to environmental, health and safety, corporate social 
responsibility, corporate governance, sustainability, and other 
public policy matters relevant to the industry.

b. Publication of ITFA Mutual Non-Disclosure Agreement and 
guidelines.

c. Develop digitised forfaiting through publications and 
partnerships to take advantage of the change in law 
described above.

d. Keep up to date with developments in the industry, creating 
white papers, guidelines or commissioning opinions on 
matters that are open to interpretation.

e. Provide industry input into working groups led by other 
associations.

f. Keep organising in-person events with a view of         
maximising networking opportunities.

This year’s highlight: ITFA’s 47th Annual Conference – 06th to 
08th October 2021 – Bristol UK
• Various DNI initiative events both virtually and in-person.
• Educational Webinar organised by NEARC - September.
• ITFA Americas Event (in-person event) – September – New 

York.
• Trade Finance Distribution Forum – October - webinar to be 

organised by MENA Regional Committee.
• VEFI Educational and Networking Event – October – 

Switzerland.
• German Regional Committee workshop – December.
• ITFA Xmas event including a seminar on relevant topics - 

December, 
 

 

What is the focus for the 
rest of 2021, and 2022?

What are the key project / 
event / launch dates that 
we should be aware of for 
the next 6 months?

and hopefully more as we get out of this 
pandemic, with more live events in 2022 in various regions.
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We now have over one thousand corporate and individual 
members and community participants.
Our fifteen founding members continue to support us and WOA 
now has 29 Premium Member and Support Companies who 
bring their range of skills, capabilities, and leading reputations to 
the table.
WOA is supported by 16 steering panellists and 20 community 
experts, all of whom are well-known, established and the most 
respected names from across the industry.
In 2021 we have so far delivered 8 webinar events and organised 
our Annual Conference in Vienna, Austria.

What are the key WOA 
updates this year?

World of Open Account (WOA) is a digital community initiated by 
experts from the receivables finance industry. Its aim is to be the 
“open to all” global competence and networking centre for the 
broad open account finance ecosystem, based on peer-to-peer 
collaboration. 

WOA’s digital platform https://woa.community is the “home of 
receivables finance”. It includes a search tool to source business 
partners, a knowledge centre built around 12 Learning Labs and a 
forum that allows members to “mine” insights.

What is WOA?

Erik Timmermans
Founder
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• Our prime focus continues to be on the development of the 
community, attracting and interacting with individuals as 
well as finance companies and service providers.

• Being in the first place a digital platform, WOA will also 
continue to deliver regular new web meetings and will 
encourage members and participants to be actively involved 
in developing the scope and influence of the community.

•  Vienna Conference 04/05 October 21
•     New Year event: Another physical event in early 2021 to allow 

those unable to travel to Vienna to participate in a face-to-
face meeting. Date and location to be confirmed

• WOA Exchange: we will be gauging interest to launch this new 
cross border solution in 2022

• We will bring a continuing series of Webinars on key topics 
hosted by Industry experts: please see the website for details.

What is the focus for the 
rest of 2021, and 2022?

What are the key project / 
event / launch dates that 
we should be aware of for 
the next 6 months?

Erik Timmermans
Founder

John Brehcist
Co-founder

AN UPDATE FROM GLOBAL ASSOCIATIONS AND INTERNATIONAL BODIES
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UPCOMING CONFERENCES 
AND WEBINARS

8

TFG partners with the world’s leading international trade 
and finance conferences around the world. For more 

information, exclusive TFG partner discounts and details 
on how you can get involved with these conferences, visit

tradefinanceglobal.com/conferences.

http://tradefinanceglobal.com/conferences
http://cbs.wondershare.com/go.php?pid=5239&m=db
http://cbs.wondershare.com/go.php?pid=5239&m=db
http://cbs.wondershare.com/go.php?pid=5239&m=db
http://cbs.wondershare.com/go.php?pid=5239&m=db
http://cbs.wondershare.com/go.php?pid=5239&m=db
http://cbs.wondershare.com/go.php?pid=5239&m=db
http://cbs.wondershare.com/go.php?pid=5239&m=db


5-15 October 2021 Energy Trading Week Virtual & In-person

106

TRADE FINANCE TALKS

tradefinanceglobal.com

22 September 2021 GTR MENA Dubai Jumeirah Emirates Towers, Dubai

22-23 September 2021 FCI 53rd Virtual Annual 
Meeting 2021

Virtual

27-29 September 2021 E-invoicing Exchange Summit 
Vienna

Vienna, Austria

30 September 2021 SCHUMANN Digital Credit 
Risk Management Conference

Virtual

4-5 October 2021 WOA Community Convention 
– Vienna

Vienna, Austria

5-6 October 2021 ExCred Americas 2021 Virtual

6-8 October 2021
47th Annual International 

Trade and Forfaiting 
Conference

Bristol Marriott Royal Hotel

DATE CONFERENCE PROVIDER LOCATION

7-8 October 2021 TXF Global Commodity 
Finance 2021: Geneva

Hybrid Event: Physical & Virtual - 

Hotel President Wilson

11-14 October 2021 Sibos 2021 Virtual

19 October 2021 GTR UK 2021 London

18-22 October 2021 ICC International Trade & 
Prosperity Week

Virtual
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19-20 October 2021 Consortia 2021 London and Virtual

26 October 2021 GTR Commodities Geneva and Virtual

9-10 November 2021 Reuters Events: Commodities 
Trading 2021

Virtual

17-18 November 2021 ExCred International Hilton London Tower Bridge

12 November 2021 TXF APAC Commodity 
Finance 2021

Virtual

25 November 2021 GTR Nordics 2021 Stockholm

12 November 2021 Agri-D 2021 Convention Virtual

1-2 December 2021 2021 Virtual Supply Chain 
Finance Forum

Virtual Forum

18 November 2021 Alternative & Receivables 
Finance Forum 2021

London and Virtual

6-9 December 2021 31st Annual Conference on 
International Trade

Houston, Texas / Hybrid 

Conference

25 November 2021 GTR Asia 2021 Singapore

20 October 2021 BAFT CONNECT Open House Virtual networking event

DATE CONFERENCE PROVIDER LOCATION

UPCOMING CONFERENCES AND WEBINARS
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• The global freight crisis: HGV driver shortage, shipping 
blockages and the digital future of freight

• Sanctions - The tactical complexities of voluntary 
reporting

• The LIBOR transition and trade finance
• Can green bonds and indemnities reduce environmental 

impact?
• Standby Letters of Credit (SBLCs) and their role in 

International Trade

RECENTLY FEATURED:

PODCASTS
LISTEN TO TRADE FINANCE, ON THE GO.

Our award-winning podcast, Trade Finance Talks, is available 
to download on your favourite podcast player. Hosted by      
Deepesh Patel, editor of

 
Trade Finance Global, the podcast 

covers a whole range of topics in trade, receivables and 

supply chain finance.

AVAILABLE TO LISTEN ON

Search ‘Trade Finance Talks’
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ABOUT TRADE FINANCE GLOBAL

TRADE FINANCE WITHOUT BARRIERS
Trade Finance Global (TFG) is the leading trade finance platform. We assist 
companies to access trade and receivables finance facilities through our 
relationships with 270+ banks, funds and alternative finance houses.

Our award-winning educational resources serve an audience of 160k+ 
monthly readers (6.2m+ impressions) in print & digital formats across 
187 countries, covering insights, guides, research, magazines, podcasts, 

tradecasts (webinars) and video.
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STRATEGIC PARTNERS
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TRADE & RECEIVABLES FINANCE

TFG assists companies to access trade and receivables finance through our relationships with 
270+ banks, funds and alternative finance houses.

We assist specialist companies to scale their trade volumes, by matching them with appropriate 
financing structures - based on geographies, products, sector and trade cycles. Contact us to 
find out more. 

TRADE INFORMATION & EDUCATION

TFG is a leading provider of educational resources on international trade and trade finance. 
These include: Insights, Guides, Magazines, Research, Podcasts and Video. 

Our nine specialist content hubs provide free guides, thought leadership articles and features 
on International Trade, Letters of Credit, Shipping & Logistics, Risk & Insurance, Treasury & FX, 
Blockchain & DLT, Legal, Receivables and Export Finance
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CONTACT

MAGAZINE AND ADVERTISING
talks@tradefinanceglobal.com

EDITORIAL AND PUBLISHING
media@tradefinanceglobal.com 

TRADE TEAM
trade.team@tradefinanceglobal.com 

ENQUIRIES
info@tradefinanceglobal.com 

TELEPHONE
+44 (0) 20 3865 3705

WEBSITE
www.tradefinanceglobal.com
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