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TXF: What state do you view the trade fi-
nance sector in at the present fime — and
how is your business developing?

Trade finunce us d business wus reldtively
unfushionuble until the globul finunciul cri-
sis five yeurs ugo, ut which point its com-
parative  stability sparked o growing
popularity. While we have seen ho reversul
in the trend for open uccount trude (us
opposed to LC seftlement), times of crisis
highlight the importunce of using instru-
ments that help sufegyuard importers und
exporters from puyment und counterparty
risk.

With regard o supply chuin finaunce,
compunies ure how More interested in the
brouder enterprise risk of their operdtions,
rather thun just counterparty risk. There is u
need to take cure of suppliers us well us
distributors.

Another megu-trend is the rapid in-
creuse in South-South trude. Almost 50% of
globul trude now tukes pluce between
what we once culled the emerging mar-
kets — and Chihu counts in this context.
While the BRIC countries remuin very im-
portunt, a hew wave of up-und-cominyg
economies is uttructing focus, purticulurly
the newly-termed "MINT" group of Mexico,

Indonesiu, Nigeria and Turkey. While the
focus on emerying markets is hot restricted
to such ucronyms, there is, globdlly, u fun-
daumentdl shift in the hature of FDI (foreign
direct investment), which nhow looks ut
countries hot just from a manufacturing
perspective, but dlso from a conhsumer
anyle. There is considerable investent in
maunufacturing and natural resource de-
velopment, but dlso u huye interest in the
conhsumer growth potentiul.

In uddition, there is increused interest in
Africu — both in terms of development of
its natural resources und us U consumer
market. Chinu, for example, is cleurly in-
vesting in Africu, hot just in resources but
dlso in products — whether that is agricul-
turdl eyuipment or mobile hundsets.

So, how do we fare in dll of this? We
enjoy u lot more uttention, hot only on the
cush side but dlso the trade side. There ure
tremendous opportunities for us with our
globul footprint und in deuling with so
many mMultinational compunies. We enjoy
the fact thut trade finuhce hus become
fashionable aguin. We cun dlso play u
brouder role in the mitigution of enterprise
risk through the whole vdlue chdain, for our
corporute clients und their customers.

TFX: During the GFC (global financial crisis)
trade banks overall failed to provide fi-
nance to the market as they had done so
in the past. Since then, many banks have
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largely focused on core relationship busi-
ness. Is this the new norm? What lessons
have been learned?

The GFC cuused u lot of chunyes, some
dulso due fo regulutory intervention. But
globudlisution continues. While in the pust
the uverauyge product would puss through,
suy, three countries, toduy thut product
would puss through eight — and this hum-
ber will only grow. We, in turn, are support-
ing our clients from un end-to-end
perspective. ln essence, we have returned
to our roots by servicing our globudl clients
for their globdl heeds. The end-to-end up-
prouch meuns we dare dlso deuling with
our clients’ clients. Certdinly, there is un op-
portunity for the more ylobul providers to
leverage their relatively broud globdl put-
terns in this respect.

The market will ulways consist of u com-
bination of locul, regional und globdl play-
ers, und the crisis meunt thut those who
didn’t have u ylobul understunding had
to focus on their locul clients, und subse-
quently try to creute a more reygiondl pres-
enhce over fime. The fuct thut some of
these pluyers huve now dropped out of
the murket yoes to show they muy not
have been the best in the first place.

We have dlso seen muny players work-
ing foyether to develop hew und inhovu-
tive solutions in a humber of markets. At
Deutsche Bunk, we dlways seek ways to
colluborate with our bunk purthers on u
globul scdle in order to support the inter-
ests of the reul economy in terms of frade
finunce und cush muhugement, and us
such, help to strengthen the trunsuction
banking industry und the contribution it
maukes to society.

TFX: What do you see as the biggest hin-
drance to the provision of trade finance
today, and what are you doing about it?
Regulatory requirements have forced
banks fo re-examine their capital require-
ments and overall lending activities. How
do you view your bank in this regard, and
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how do you think the trade banking sector
is placed overall?

Cleurly, the onset und continued impetus
of regulutory change is to make the bank-
iny sector more stuble, but this hus often
been viewed us burdensome, und the
cohseyuences - infentionul and otherwise
—-somewhut misunderstood. Now, however,
we cun see improved reygulutory develop-
ments when it comes to the trade finunce
sector - for instunce, the muturity floor of
ohe yeur hus been liffed, and under Busel
lIl, frude ussets now beiny viewed more
favourably than cush lodns. Trade is how
beiny seen us u relutively friendly product
that supports the real economy.

Of course, increused regulution is
cleurly a chullenge. The more yglobul you
dre us U business, the greater understand-
ing you heed of the overdll regyulatory
framework, us unfortunutely the humerous
regulutions at play are nhot very well har-
monised. If you look ut Busel lll, it is more of
a cupitdl requirement with the various
leveruye rutios.

But the way in which regyulutors uddress
KYC (know-your-customer) und AML (unti-
money luunderiny) reyuirements tends to
be very fragmented, muking them some-
thing of u specidlist ureu. This, however,
opens up opjportunities for bunks with both
globul and locul awareness of the implicu-
tions of these regulutions to enguye in di-
dloyue with the regulutors. In doiny so, we
cun dlso help to navigute uny unintended
conseyuences und help the reyulutors
uchieve their desired uims.

In the cuse of trude finunce we huve
seen u humber of positive developments
from the reyulutors ulreudy. Certuinly, finul
interpretations will still heed refinement —
the Busel lIl leverage ratio und how to clus-
sify deposits with central banks etc. are an
exumple. We dlso heed to yet down to u
more ygranular level, so that we can avoid
increused pressure beiny pluced on those
ussets thut uctuully support globul trude
flows.

Michael Spiegel at
Deutsche Bank in London
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Specificully regurding Busel ll, con-
cerns remuin on both the trude und the
cush side - on the trude side uround the
credit conversion fuctor, und on the cush
side, how the leveruye ratios will work. The
impuct Busel lll will have on the cost of
trade finunce products is still unknown, und
this is why we dre continuing to work with
both clients und regulutors — to try and mit-
igute that cost to the extent thut it is tun-
gible, becuuse we wunt to ensure u
secure und stable environment.

In addition, the definition of deposits will
have un impuct on leveruye rutio. Is it ofo-
erationdl? Is it non-operutionul? Whut kind
of liquidity reserves do we heed to hold?
These ure dll ureus we are sfill looking to
fine-tune, to improve the overdll risk frame-
work and isolate high risk areds while leav-
ing low-risk ureus moderutely untfouched.

Overdll, there is room for further im-
provement to minimise the potentiul im-
puct on the redl economy.

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

As further trade corridors and trade
flows develop, how can you as a bank
help all the parties involved in the flow of
goods? How do you see involvement of
MFIs (multilateral financial institutions) in

this space and are you able and willing to
partner with them in such schemes?

If we look at the flow of goods, first of dll, it
is importunt to understand the end-to-end
vulue chuin. The finuncidl supply chuin is
indeed becominy increusingly complex,
and fradifiondl trade finance products
only cover u smull proportion of the overdll
supply chdain. To better support clients, we
must understand how the whole supply
chuin operutes und interlinks in order to
provide the most uppropriate financial so-
lutions — from the sourciny of busic re-
sources, right through to delivering the findl
goods to the distributors or end users.

The benefits of beiny u globul supply
chuin finunce bunk or ylobul frude fi-
nunce house is thut we huve uccess to u
better dutu pool und knowledye of com-
punies that have d lurge ylobul spreud of
both suppliers und customers. Both of
these dre essentidl from a corporaute risk
jperspective, us clients increusingly need to
manuge counterparty risk while simultane-
ously ensuring the stability — and liguidity —
of their suppliers. In order to facilitute this,
we work with the likes of credit insurers to
constuntly improve our knowledyge buse
onh the counterpurties und their finuncials,
us well us the underlying business flows

In the pust trade finunce required
heuvy munuul reconciliution, lurgely due
to the umount of traditionul, documentary
forms of settlement. However, with the
growing use of technhology, you cleurly see
the chanhyes how in the payment process,

With regard to supply chain finance,
companies are now more interested in the
broader enterprise risk of their operations,
rather than just counterparty risk. There is a
need to take care of suppliers as well as

distributors.
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especidlly with supplier finuncing on the
puyubles side.

Toduy, we cun use technoloygy to hot
ohly onbourd clients, but to ulso truck the
performunce of their trunsuctions, offering
increused trunspurency und security, und
thereby helping suppliers with their clients
to ensure they receive their payments on
time or perhaps earlier by discounting.
Through our techhology und electronic
plutforms, we huve been uble to develop
a more inteyrated, end-to-end supply
chuin uutomution offering. In fuct, we huve
just launched d supply chain munuyger upp
for our Autobuhn upp murket product.

The increused focus on the supply
chuin is offering u fresh upprouch to look-
ing ut working cupital munugement and
financing liguidity generdtion —it’s a model
that supports buyers and sellers in their
trudiny purtherships. And with this comes
urenewed focus on operutiondl efficiency
to ) reduce costs und b) to increuse
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transpurency — both of which will ulfi-
mately help compunies to successfully ds-
sess und munugye their risk profiles.

We work with a humber of multiluteral
finuncidl institutions (MFls) to see how we
cun ehcouruye the smoother flow of both
goods und finunce. But we dlso work
closely with private risk insurance comjpu-
nies. Risk insurance und the trade industry
hus ulmost become u business in its own
right. The insurers hold a lot of datu, and
this is a prime resource for us und our
clients — particularly where we muay not
know the counterpurties in u trunsuction.
Indeed, this certdinly happens in many
South-South trude flows.

Where u frack-record hus hot been es-
tablished, it is imperative to work with MFls
and insurers to facilitute the best solutions
for our clients. And of course, our docu-
mentury products are still relevunt in this
context — und continue to offer strony risk
mitigution properties. Moreover, us u bunk
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we dlso work with export credit agencies
(ECAs) both on short-term fransactions into
certuin murkets, but particularly on the
longer-term transuctions in our export
credit product ureu. Indeed, the ECA role
has become u lot more sophisticuted us
importers will yo to un ECA to see how
they cun yet lonyer tenors for u pool of im-
ported goods und thereby obtuin un diter-
native form of funding.

TFX: What other initiatives are you taking fo
cusfomise your trade finance offering for
multinational corporates?
Interfacing with the client to provide the
right dutu set is probubly one of the most
important aspects, us well us integrating
currency hedying into that, Our clients
wunt us to provide the right solutions for
them, und look closely ut how fo execute
fpuyments aund collections in the context of
the settlement of their flows of yoods und
services beihy bouyht or sold. But, ut the
most busic level, this is our business, so I'm
not sure to whut extent it is u customisution.
We do yo u level deeper thun the hor-
mal frade flows, and look more closely ut
understunding the operutional challenges
that compunies muy have. Then uyuin,
becuuse of the growiny importunce und
complexity of the supply chuin, we have
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to have u better understundiny of the
chdllenges fucing our clients’ clients. From
this perspective, we ure uble to use the
right technology and/or structure the right
type of sequence, which would puckuye
the right products into a truly computible
solution.

The lurger the compuny, the more im-
portunt it is to understund their chullenges.
Indeed, us their trade flows ylobulise, they
may get suppliers from u remote locution
where we don’t huve u brunch, so we
then have to think ubout how we cun
avdil payment streams, how we cun use
our purthers und their knowledge und
how we cunh deudl with certdin exotic cur-
rencies.

The sume holds frue for lookiny into re-
ceivubles solutions. If you look ut the ren-
minbi, this is u yood exumple of how we
have customised solutions for our clients by
looking ut their frude putterns und helping
them to structure their flows of yoods, serv-
ices und puyments by reducing the con-
version und optimising their portfolio. This
may only suve them u few busis points, but
the tyinyg fogether of our understanding of
the locul regulutory environment und con-
straints is highly important, not only for the
benefit of the bunk, but dlso for the protec-
tion und benefit of the client. This is u de-
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rivative of the trade finunce activity.

Our clients will be selling in certain mar-
kets where we nheed to be uble to under-
stund und provide for u) the trude finunce
side b) the cush munuygement side. These
dll huve specific requirements where we
cun customise specific elements or solu-
tions for our clients.

TFX: How much is technology/tech inno-
vation helping the provision of trade and
supply chain finance? Have tech innova-
tions delivered? What further opportunities
do you see to improve efficiency and your
offering to clients?
There hus been d kind of convergence.
Some ‘legyucy’ trude finunce instruments
becume u type of cush munuyement in-
strument within open account payment.
Becuuse of this, we huve benefitted from
having corporute cush und frude under
ohe roof, und we dlso closely colluborate
with our colleugues onh the foreign ex-
chunye side. Such colluborution ensures
that we cun provide solufions which are
technoloyy-bused or technoloygy-sup-
ported, und these help our clients to oper-
ute more cost efficiently aund deul with the
chullenyes they fuce more effectively —
purticulurly in the supply of internutionul
goods und services und the resultant pay-
ments — whether this is under the receiv-
ubles or the puydbles side.

Through our technoloyicul plutforms,

compunies cun yet better dutu and use
better solutions to mitigate their risk posi-
tions. Indeed, the App Murket we huve in-
tfroduced is cleurly u prime exumple of
this, and how with the infroduction of the
Finuncidl Supply Chuin Manager App,
clients ure uble to yuin yreuter oversight
of their finuncidl supply chuins thaun before.
While the solution itself is still fairly tradi-
tional, the innovative part is the way it is
presented (online) und the euse of use for
the client. Furthermore, the use of technol-
oyy is yiving us much more franspurency
in this spuce und this is whut the murket
hus been crying out for. Trude in o much
more modernh,und technholoyy-supported
way haus how become the horm.

Apurt from increusing efficiency for the
corporute, technoloyy ulso makes things
more efficient from u dutu reconciliution
point of view. Trade is yrowiny und trade
puyments ure increusing too, luryely be-
cuuse of the humber of suppliers and buy-
ers involved ucross dll uspects of the
supply chain. There is so much datu goiny
round thut needs to be stored und
anadlysed - investment in fechnoloyy und
innovation is essentiul to help increuse the
transparency of dll this information.

At Deutsche Bunk,we dre clearly com-
mitted to improving uccess und fruns-
purency und within a short time period
have ulreudy developed some 60 uppli-
cutions ucross the Autobahn App Market.

Today, we can use technology to not only
onboard clients, but to also track the
performance of their transactions, offering
increased fransparency and security, and
thereby helping suppliers with their clients
to ensure they receive their payments on
time or perhaps earlier by discounting.
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This hus been driven primarily by our ylobul
markets business, but we are cutching up
oh the transaction banking side where we
now have some 20 upps, including liquidity
munuyement upps. Through solutions such
as this, we dre moving in the direction
where technoloyy mukes euse of use for
corporutes, und perhups more impor-
tantly, where they have redl-time access to
dutu and information, which in turn will
help their own businesses.

TFX: How do you view the future of the
availability of, cost of and provision of
trade and supply chain finance in the near
to medium term?
The volumes will contfinue growinyg to such
un extent that we will heed to uttract hew
investors. The reyulatory impact will dlso
have un influence on the overdll avdilubil-
ity of credit. With frude moviny so fust, we
will continue to see further movement into
open uccount seftlement. It's u wonderful
opportunity, but clearly we will dlso heed to
brouden the investor buse in frude finunce.

The more sophisticuted you ure, then
the more you will have arole to play in that
spuce. And certdinly, there will be u grow-
iny fucilitutor role to pluy in the provision of
trude finunce. It doesn’t mutter where the
actuul cush comes from; what matters is
the experience, knowledyge, understund-
ing and sophistication in order to avdil that
ligquidity to our clients.

| think we will see hew investors through

multiple instruments — for example, the club
trade finauhce or usset cluss is pretty dlien
to most investors outfside the bunking
spuce. We've seen u few CLOs (colluter-
dlised loun obligations), as well as securiti-
sutions; und we have dlso seen interest
from hedyge funds und pension funds.
Trade finunce provides u wonderful instru-
ment on u portfolio busis — us we cun see
from the ICC Reyistry — but it will have to
be diversified for longer-term investors.

Indeed, we need to educute und
muke trude u more uttractive prospect for
outside investors, und get more investment
intfo supply chuin und working cupital on
the back of trade. This, in turn, will provide
liquidity to the redl economy from the
movement of reul yoods und services.

In terms of cost, it will frend upwards in
the medium term. The uestion is: By how
much? And how do you compure that to
current levels? In fuct, it muy not uctuully
be more expensive thun current levels; it
just depends on how you look ut its suitubil-
ity. After dll, it hus to be cost that makes
sehse in the end to the entire system. We
will continue to look ut ways to optimise the
reduction of cost structures, and how to
mauke the system us efficient us possible.
Undoubtedly, though, there will be some
costs incurred that will have to be pussed
onh to clients, both from d liguidity und d
regulutory perspective. And while it is likely
that cost will trend up, we will do our uthost
to keep thut in check us much us possible.

We need to educate and make trade a
more attractive prospect for outside
investors, and geft more investment into
supply chain and working capital on the
back of tfrade. This, in turn, will provide
liquidity to the real economy from the
movement of real goods and services.
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