

















“FinTech companies are
introducing new collaborative
technology platforms for banks
and their investors to re-invent
their relationships and grow their
business. As adoption grows, banks
will succeed to establish trade

as a more investible asset class,
thereby bringing more financing
capacity to their own clients. This is
the very focus of the ITFA Fintech
Committee.”

André Casterman,
Chair of ITFA FinTech Committee




Infrastructure and
Transparency Concerns

Considering the above, it is surprising that the
distribution of trade finance assets from originators
to institutional investors hasn’t become more
recurrent than it is today. Part of the problem is
language-related: trade financiers must learn to
discuss their business in the language of investors,
as many of them are unfamiliar with specific trade
finance terminology. In 2016, the ICC, along with
other industry associations, developed a list of
definitions for techniques of supply chain finance in
an attempt to standardise the industry’s vocabulary.
But two years later, the document is still far from
being universally implemented.

USD 8TN OF BANK-INTERMEDIATED
TRADE FINANCE ASSETS VS USD 0.05TN
OF INSTITUTIONAL INVESTMENT IN THE
ASSET CLASS.

Market failure
must be solved

But more importantly, it is the
lack of efficient channels to
conduct this type of business
that is blocking progress: neither
banks nor investors have the
right technological infrastructure
to connect supply and demand.
While banks have made

recent efforts to digitise trade

Investors have to deal
with a multitude of
reporting styles from
different originators,
preventing the
aggregation of

their portfolio.

c. USD 0.05tn

Institutional Investors

Trade Finance Banks

Source: source: WTO; PwC

transactions, these have been
mainly focused on improving the user experience
for their corporate clients, with electronic
documentation or smart contracts for example.
In contrast, little thought has gone to improving
infrastructure around the syndication side of the
transaction.

FAMILIARITY WITH THE CONCEPT OF
SECURED AND UNSECURED TRADE FINANCE

Good level
of familiarity

Not
familiar

Vaguely
familiar

Note: Source:
Based on 56 responses Greenwich Associates 2017
Trade Finance Study

Non-bank originators such as invoice discounters
have developed efficient customer-facing platforms,
but because of the networking effort that is required

to bring small corporates to the marketplace, they
generally struggle to expand their reach beyond
their own region and to attract a diversified pool of
external capital.

The other issue is the lack of standardisation

in reporting requirements: pension funds, asset
managers or family offices all ask for different risk
metrics, from solvency capital consumption to
payment history, which means portfolio presentations
have to be made on a case-by-case basis. On the
other hand, investors will rarely allocate all their
investments to one originator or obligor, which
means they have to deal with a multitude of
reporting styles from different originators, preventing
the aggregation of their portfolio.

In a 2017 survey of 56 decision-makers at European
investment institutions including corporate, public
and collective pension funds, banks, insurance
companies, endowments and churches, conducted
by Greenwich Associates on behalf of EFA Group,
credit and environmental regulatory constraints were
cited as one of the main obstacles to investment in
trade finance assets. To overcome this limitation,
transparency is key - yet it is currently lacking.
Without an efficient platform providing visibility

on the nature and credit risk of transactions,
institutional investors will remain reluctant to get
involved in this space.



Al can be used to
deliver advanced credit
analytics and reporting,
making trade finance
asset investment

both transparent and

scalable.

Technology and Artificial Intelligence

to Bridge the Gap

Technological progress and the advances in artificial
intelligence (Al) in recent years have shaped the
contours of what will likely become the foremost
solution to the issues of language, infrastructure and
transparency that are blocking the growth of trade
finance asset distribution.

Imagine a global network where
trade finance financiers, bank and
non-bank originators, investment
managers and corporates could
connect and transact. Al can be
used to deliver advanced credit
analytics and reporting, making
trade finance asset investment
both transparent and scalable.

Investors can use this technology to make sound
credit, diversification and pooling decisions, with a
rules-based workflow that ensures eligibility criteria
and portfolio guidelines are met.

Conclusion

Trade finance is an attractive asset class for
investors as it promises higher than risk-
commensurate returns. However, the market is
fragmented, inefficient, illiquid and generally
hard to access. Technology and artificial
intelligence should be leveraged to make trade
finance accessible and reduce the operational
burden and costs for both originators and
investors.

Originators should be able to list opportunities, share
data and negotiate the transaction structure and
terms, with improved credit risk transparency. Banks
need appropriate infrastructure to run a profitable
originate-and-distribute business model. Non-bank
originators such as invoice discounters would benefit
from an easy and standardised procedure to upload
and advertise their portfolio opportunities with
institutional investors, and the right platform should
provide the common language needed for greater
understanding.

Data is key for transparency, and having a common
platform would ensure its accurate collection. The
aggregated information can then be used to create
credit analytics and risk profiles, making trade
finance data not only transparent, but actionable.
This way, investors can avoid the negative selection

of trade finance opportunities by originators.

By being cloud-based, such a platform can also give
investors unprecedented access to trade finance
assets, whatever the device or location.




TRADETEQ

Tradeteq Ltd.

15 Bishopsgate
London EC2N 3AR
United Kingdom

www.tradeteg.com
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International Trade and
Forfaiting Association

ITFA

International Trade and
Forfaiting Association
Pfingstweidstrasse 102b
8005 Zirich
Switzerland

http://itfa.org/

GTRVENTURES

GTR Ventures

19 Cecil Street
#05-06 The Quadrant
Singapore 049704

www.gtrventures.vc




