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Here is how the fast-moving environment
is pushing Trade Finance to innovate.

Trade Finance Innovation is boosted by technologies such as Al, Robotics,
Technology API, Cloud, IOT, OCR and Blockchain being combined together. When OCR
meets Al and an adapted operating model, it reveals its true potential.

Changing
In a fast-changing world, companies constantly have to adapt in order to organizations
remain competitive. Innovation allows Trade Finance to stay in sync.
Market Corporates expect Trade Finance to support their growth with a specific
demand focus on speed, efficiency - less paper -, transparency, sustainability and
interoperability. Such smooth processes facilitate access to risk mitigation
technigques and financing.
New
New players stimulate the emergence of new solutions, access to new
. . ‘ . entrants
horizons and collaborations between fintechs, banks, logistics and corporates.
Data Capturing fragmented data, enriching it and orchestrating its targeted
restitution allow companies to optimize their business.
Regulators
Trade Finance Innovation remains highly dependent on regulators and & Lega|
legal frameworks. Companies watching closely these evolutions
d P ¢ Y framework

can gain a competitive advantage.
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JEAN-FRANCOIS DENIS

Looking into
the future

‘ ‘The key to achieving tangible

results will be the involvement and
collaboration of all players.”

JEAN-FRANCOIS
DENIS,

Global Head of
Trade Solutions
and Network
Management

at BNP Paribas,
shares his vision
of the evolution
of Trade Finance.

“Trade Finance is about Global Risk mitigation and

Funding availability for global transactions. It’s
highly influenced by geopolitical events, compli-
ance and regulations.

So it is hard to predict what the landscape will be
in ten years, but it will evolve very significantly
towards more digitalization and new alternatives
to cover the needs of corporates.

We are convinced that there are two parallel ways
to explore.

The first is disruptive, looking to offer alternative
solutions - technological and functional - able to
solve concrete problems of corporates. Some are
blockchain-based, but not only. Examples include
new offers to manage risks between counterpar-
ties and new ways to digitally transmit informa-
tion between stakeholders in a faster and more
secure way.

The second way is to improve the existing and it
shouldn’t be neglected. For instance, we can pro-
vide better ways to track and trace information
on transactions - even on the existing solutions.
Take Letters of Credit, which are (very) old instru-
ments, but have the huge advantage of being
ruled by international regulations and practices.
We can improve them in a similar way as has
been done with SWIFT gpi for payments*,

In the years to come, | think we will observe

large volumes of trade that will continue to be
processed through conventional channels while
benefiting from smart innovations able to answer
some current pain points. These will co-exist with
more disruptive (technology-enabled) options.

We will live in a “hybrid” world for some time.
Take another example: there are initiatives trying
to digitize Letters of Credits, such as Voltron. It
will take years to conquer the whole world. Not

only do all actors in the vast trade ecosystem
need to be ready to embrace these new technol-
ogies and solutions, but the legal and regulatory
environment also has to be adapted.

On the other hand, there are some evolutions
that require the involvement of fewer players and
they can be implemented more quickly. That is
the case with Marco Polo that focusses on Supply
Chain management or with some digitalisation
initatives on the front of Bank guarantees.

We can reasonably expect that in ten years from
now several of those will be fully operational and
bring the full benefit of their technologies. Indeed,
the players seldom use only one, but combine
multiple technologies such as: OCR, Al, block-
chain, APl etc. And we can expect the evolution
of some of these technologies to further acceler-
ate. Also, let’s not forget that increased security,
transparency and better access to data should
allow better risk control and help improve the
fight against fraud.

Lastly, we can expect the whole ecosystem to
embrace the issue of sustainability. Banks such as
BNP Paribas are very careful in limiting their in-
vestments to sectors that are CSR compliant and
we are engaged in some Trade Finance initiatives
to make it more sustainable. Trado for instance is
a project that helps trace the sustainable origin of
tea leafs production.

The key to achieving tangible results will be the
involvement and collaboration of all players

- shipping and logistic companies, banks, corpo-
rates, organizations with an open mind to innova-
tion and with a clear and coordinated vision.”

*) SWIFT gpi allows banks and corporates to execute
international payments with more transparency, track and
trace capabilities etc, based on traditional Swift messages.



REVERSING THE TIDES
OF TRADE FINANCE

What are the main challenges that need to
be overcome?

How are banks like yours embracing the
current digital transformation?

What technological developments will shape
your bank over the next decade?



TAKE

Trade Finance is the financing of international trade flows. It
exists to mitigate, or reduce, the risks involved in an international
trade transaction. The way to operate has been fixed and
defined for ages, without many innovations and improvements.
To enhance it, stakeholders must solve challenges: e.g. absence
of full standardization and interoperability; lack of scalability to
reach critical mass and real-time processing; local and multiple
regulations; risks around security, fraud and control access to
data; etc.

Globalization means that trade transactions are seldom simple
exchange of goods between a buyer and a seller. The continuing
global economic uncertainty adds another layer of difficulty.
Change in the banking landscape is driven by different factors
not least: margin erosion, new regulations and competition from
new entrants.

Another obstacle to the development and adoption of these
new solutions is the legal framework and standards that

needs to be agreed. Trade Finance should be reshaped and
reinvented to simplify life of all stakeholders. Digitization of Trade
Finance will bring huge enhancements of the way treasurers
work. Like “SWIFT gpi” for cross-border payments, we have a
fantastic opportunity to co-create solutions with dynamic bank
partners to reduce costs, fasten exchange of goods, increase
transparency and sustainability, enhance efficiency and enable
traceability.

Many of the digital initiatives publicized over the past years
have implied implied DLT or Blockchain, but not only.
These technologies, together with revamping of current
“conservative” processes, should improve financial supply
chain and international finance. Overcoming the obstacles
to digitalizing these international transactions will require
different approaches run in parallel and more proactivity
from treasurers to be part of this transformation.
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