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Background

History of the Trade Finance Gaps, Growth and Jobs Survey
® Global financial crisis

Why is trade finance important?

® UN Addis Ababa Declaration: Trade finance is
important to achieving the SDGs

Trade finance fuels trade

which delivers the growth and jobs that reduce poverty
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Overview of the Survey

Survey covers: Partners
— Trade finance market gaps in 2020
—  Impact of the pandemic on trade finance markets Im @
— Prospects of post-COVID-19 recovery and major barriers h sy o Fretgn As
to recovery (P _
International

—  Access to SME trade financing )\' Tengo ona o

, ‘ Centre ..-'. 3; ?agl\_i.‘__l.c Trade Invest
—) Use, role, and potential of fintech and digital

solutions, and obstacles to their growth

777 Policy implications > Global Credit Data
Are< ks for bank

(s

Included 81 banks from 40 countries (including major providers)

and 469 firms from 72 countries. _//, WORLD TRADE
/, ORGANIZATION

Online survey from April to July 2021
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Trade finance gap rose to $1.7 trillion in 2020, from $1.5 trillion in 2018

Global Trade Finance Gap

2.0 s This is about 10% of global goods
sl 15 15 “ trade in 2020, up from 8% in 2018
‘ o - O 110.0
10 93 = 97
7.7 lso
0.5 Increased economic and financial
0.0 0.0 raised the likelihood of rejections in

20 2016 2018 2020 . . .
14 1 1 trade finance applications

mmm § trillion (left) o~ % of global trade (right)

Source: ADB. 2021 Trade Finance Gaps, Growth, and Jobs Survey— Banks; and World
Trade Organization. WTO Data. https://data.wto.org/ (accessed 23 August 2021).

TN TR . e



Connecting the trade world - Shaping the future

GLOBAL TRADE FACILITATION SUMMIT DUBAI 2022

Wednesday 16th March 2022 to Thursday 17th March 2022

Access to trade finance continued to be favorable toward large firms

Only 23% of trade finance demand are from SMEs, but they account for 40% of trade finance rejections

Additional collateral is usually required by banks to mitigate risk of SME lending

Trade Finance Rejections by Firm Size

60%

50%

40%

30%

20%

10%

0%

Small and
medium-sized
enterprises

S4%

Large corporations
and mid-cap

mApplied mRejected

Multinational

Why Proposals were Rejected

TN TR . e

Application was completely
unsuitable for suppaort

Application lacked additional collateral

COVID-19-related concerns affecting
companies, banks, or countries

Application was not profitable
enough to process

Application was poorly presented and
ad insufficient information

Application was not profitable to process
due to regulatory capital constraints

Application raised serious KYC concerns

Other reasons

19%

19%

10%

15%

20%
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AML/KYC requirements continue to be the top barrier for banks to
serve global trade finance needs

Barriers to Servicing Global Trade Finance Needs (% of responses)

| AML/KC requirements " Heightened economic uncertainties
Basel captalregultory requirements Gt due to the pandemic also constitutes
Low credit ratings of company/obligor's country  [IEED f h b q
General economic uncertainty due to the COVID-19... 51% One o t € top arriers.

Issuing bank's low credit ratings  |[NEE
High transaction costs or low fee income  [IEGED

Specific concarns about companies’ ability to perform... [ Other ba rrlerS IhClUde Basel Ca pltal
ow company/obligor creditrating [N : c H
o companyf "k'g””d‘t ‘dg regulatory requirements; low credit
ackot doler ety : .
Clients’ lack of familiarity with products [N ratlngs Of applylng flrms and bank’s
Bank staff's lack of familiarity with products  [IIINEEE IOW Cred|t rat|ngs.
COVID-19-related concerns about bank risk 3%
Other barriers  |[INEE

AML = anti-maney laundering, KYC = know your customer.
Source: ADB. 2021 Trade Finance Gaps, Growth and Jobs Survey—Banks.
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SMEs with rejected applications relied on using their own
funds and informal sources

Alternative Financing Sources Sought
and Outcome of Efforts (% of responses)

Informal Financing Sources
Sought (% of responses)

Used own funds or retained earnings

Used formal alternative
financing successfully

Used informal financing successfully

Used digital finance successfully

Found formal alternative financing
but opted not to use it

Found informal financing but
opted not to use it

Found digital finance but
opted not to use it

Unable to find appropriate
financing alterative

Did not look for alternative sources

0%

10%

20% 30% 40% 50%

Business partners

Family members
and relatives

Moneylenders

Informal savings and
credit groups

Diaspora associations,
friends, and neighbors

0% 10% 20% 30% 40%

Q%

22%

18%

17%

33%

SMEs who were initially
rejected used alternative
financing through their
own funds (40%) and
informal channels (17%)

Business partners and
families are major sources
of informal financing
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Greater access to finance and public sector support are key to
post-pandemic recovery for firms

More than a half of the surveyed SMEs believe their business will recover in the first half of 2022 or later

Lack of access to finance is one of the major barriers that should be addressed, followed by more public-
sector support.
Return of Firms' Revenues Major Types of Barriers to Firms
to Pre-Pandemic Level over the Next Year
29 25% Lack of access to finance 31%
20%
18% 20% Lack of government support 279%
16% or insufficient stimulus measures
13% 15% N
Disruption of 18%
10% 10% production/supply chain
Decline in revenue
5% due to weak demand 17%
0% Lack of knowledge 195
Revenues are Second First Second 2023 Don't know)/ and/or skilled staff
alreadyator  half of 2021 half of 2022  half of 2022 arlater  Hard to predict/ :
above the pre- Mever 0% 10% 20% 30% 40%

pandemic level
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Digitalization in trade finance can help close the gap

Banks acknowledge the potential of digital technology for SME trade finance

Firms use digital platforms due to ease of access, practicality, and lower cost

Banks’ Engagement with SMEs through Technology Why Firms Use Digital or Web-based Platforms
(% of responses) (% of responses)
Deepen the data mapping of
SMEs far better client profiling 66% Th ilable platf
and risk assessment < available platiorms are 41%
easier and quicker to access
Evolution of new products for 64%

SME exporters and importers
The pandemic made it more

Facilitate easier, cheaper practical to use digital channels 34%
and quicker KYC, AML; and 61%
compliance checks on SMEs

The available platforms are 199
Reduce the rejection rate of 3304 cheaper to use
proposals coming from SMEs

The service is just the same
Others | 8% (if not better) as non-digital 7%
platforms

0% 20% 40% 60% 80% 100% 0% 10% 20% 30% 40% 50%

TN TR . e




Connecting the trade world - Shaping the future

GLOBAL TRADE FACILITATION SUMMIT DUBAI 2022

Wednesday 16th March 2022 to Thursday 17th March 2022

Banks and firms see different kinds of constraints to digitalization

Banks cite high cost of technology adoption (56%) and lack of expertise (20%)
39% of firms note lack of information on digital financing platforms

Why Firms Do Not Use Digital or Web-
based Platforms
(% of responses)

Major Reasons for Banks Not to Use Technology
to Maximize Potential to Service SMEs
(% of responses)

High cost of technol donti Insufficient information on digital ,
'8h cost of technology adoptian 6% financing platforms 3%
Lack of expertise in technology; Lack of expertise on technology; it
it is too complicated and fast moving; 20% is too complicated and fast- 18%
and too many platforms moving; and too many platforms
Considerable documentary 14%
Insufficient connection/finteroperability 18% requirements, same as banks '
of different financing platforms Unreliable telecommunications
infrastructure makes internet %
. . reception unstable
Technaology solutions are 9%
currently not in banks’ agenda “ We were able to be funded by 10%
non-digital sources after all -
Returns to technology adoption
for SMEs are low due to high 9% till costly to use 2%
costs of credit and capital
20% 40% 60% 80% 100% 0% 10% 20% 30% 40% 50%
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TFP Portfolio Overview from 2009 - 2021
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s Value of Transactions Supported ($ billion)

Cofinancing ($ billion)

2015 2016 2017 2018 2019 2020

=== Commitments (ADB Exposure Net of Distribution) ($ billion)
No. of Transactions Supported

$8

$6

$2

$0
2021

Value of Transactions

2021

2009-2021

$55.5B

No. of Transactions

2021

20092021

39,876

Cofinancing

2021

20092021

$33.48B

SMEs supported Intra-regional Trade

2021 2021

2,858

2009-2021

24,571

2009-2021

30,888

DMC to DMC Trade

2021

2000-2021

10,776




Trade and Supply Chain Finance Program Initiatives
TRADE FINANCE GAPS. GROWTH and JOB SURVEY ENVIRONMENTAL and SOCIAL SAFEGUARDS (E & S)

+ E & S due diligence Industry Standard

. Implementing E and S Management System in banks

* Global Map of Environmental and Social Risk in Agro-
Commodity Production (GMAP) enhancement (IFC/WWF)

*+ E & S online training

SUPPLY CHAINS TRANSPARENCY

*  Supply Chain Mapping
o COVID-19 Mapping Tool
Innovation to verify and monitorE & S

o Project Aasha (linking financing with supplier labor
standards)

= Barometer for global trade finance market
gaps

* Enhancing human resource policies to
attract, retain and promote more women in
banks. View publication

= E-training partnership with SheTrades
(gender lens financing and women clientele
customer service)

DISABILITY

« Disability initiative in 2022 onwards starting
via Global Disability Innovation Hub (GDIH)
partnership

TRADE DIGITALIZATION

FORTHE GOALS
ANDINFRASTRUCTURE %
+ Digital Standard Initiative (DSI). o ACAMS Dartr_1ership for_o_nline
o Standards and protocols to drive interoperability o Webinar Series for Pacific Islands

. S R *  Pilot: Trade-Based Money Laundering (TBML)
Promote legislation on electronic documents.
SME DEVELOPMENT Suspicious Transaction Reports

12 RESPONSIBLE
CONSUMPTION
AND PRODUCTION

O

13 ol

P

TZFP

b 4
PRODUCTS, SERVICES, ® SOLUTIONS

GENDER
EQUALITY

¢

16 PEACE, JUSTICE
AND STRONG
INSTITUTIONS

Y,

SUSTAINABLE ™ 2™
DEVELOPMENT "‘..’ALS

17 PARTNERSHIPS

INDUSTRY, INNOVATION

KNOW-YOUR-CLIENT/ANTHMONEY LAUNDERING

* AML Training

* Deep Tier Financing: Legal Framework development *  Financial Action Task Force TBML Working Group
* Supply Chain Finance(SCF) »  Promoting Legal Entity Identifier (LEI)
capacity development for o LEl Accessibility
banks o Trade and LEI
) * Closing regulatory/legislative ; :
iFOLLog ADB TSCFP on Linkedin [ mewst b, Visit TSCFP website o f§r SCgF v/leg o Biometrics stud
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Thank you!

: FOLLO%’"' ADB TSCFP on LinkedIn m nte/ Iy, Visit TSCFP website

Nt 2021 Trade Finance Gaps, Growth,
and Jobs Survey
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https://www.adb.org/what-we-do/trade-supply-chain-finance-program/main
https://www.linkedin.com/showcase/adb-trade-finance-program
https://www.linkedin.com/showcase/adb-trade-finance-program
https://www.linkedin.com/showcase/adb-trade-finance-program
https://dx.doi.org/10.22617/BRF210379-2

