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80-90% of world trade 
relies on trade finance a 
US$15 trillion -- WTO 



Financial crisis: first post-war decline in trade  
Contributing factor was the freeze in trade finance 



Trade Finance market share of European banks (est) 
 



Culprit? – Trade finance ignored / unfairly treated given its low loss 
record: perceived threat to Trade Finance 

No way to prove it – the Basel Committee operates on data 





24 banks contributed data 

8.5 million transactions; US$4 trillion  in volume 



Data to show low loss occurrence  







Even had to statistically prove it is short-term 



A number of improvement to reduce potential capital charges  

Basel III recognizes short-term nature of TF 
Can use maturity < one year 

More favourable Leverage Ratio 
 calculation 

More favourable Liquidity Ratio treatment 



In fact good / improved Basel III & Capital Requirements Directive 
(CRD) IV treatment of trade finance 

Basel III favours short-term business 

No evid 

Basel III favours short-term business;  
changes recognised low loss feature of TF 

CRD IV always kind to trade finance 

No evidence that any bank has reduced or  
withdrawn from TF because of regulations 

In fact evidence of the opposite – an attractive 
Activity from a capital reserve perspective 



Real culprit: The Euro crisis… 



…and strength is weakness  



The strong get stronger… 



Two essential needs 

Bank 
balance 
sheet / 
capital 
relief 

Facilities 
for smaller 
traders no 
longer 
serviced 
by banks 



Alternative TF players increasing role 

Regional 
banks 

Funds taking 
participations 

from banks 

Major traders 
financing 
producers 

Securitisation 
of bank TF 

loans 

Funds directly 
focused on 

traders 

Yield: Commitment 
to an idiosyncratic 

business? 



Conclusion: Concerns of the negative effects of Basel III should be 
laid to rest 

Merci beaucoup 
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