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International Cooperation vital in addressing Trade Finance gap: WTO & IFC

According to a co-publication: Trade Finance and the Compliance Challenge launched by the
WTO and the International Finance Corporation (IFC), the lack of availability of trade finance is
severely hindering the trade opportunities of small businesses, in developing countries in
particular. The study looks into the reasons for the growing reluctance of the global financial
sector to engage in this form of financing and presents case studies of capacity-building
programmes organized by the international community to address this issue.

Executive Summary

e Up to 80% of trade is financed by credit or credit insurance but availability of finance
varies across regions. A lack of trade finance is a significant barrier to trade, particularly
(but not exclusively) in developing countries.

e Small and medium-sized enterprises (SMEs) face the greatest hurdles in accessing
affordable financing. The poorer the country in which they are based, the greater the
challenges SMEs face in accessing trade finance. 75% of rejected requests for trade
finance relate to SMEs. The number of international banks involved in trade finance
continues to decline.

e The estimated value of unmet demand for trade finance is USD 1.5 trillion annually.
About 40% of this unmet demand is in developing Asia, and 10% is in Africa. Bridging this
gap would unlock the trading potential of many thousands of individuals and small



businesses around the world.

e Gaps in trade finance provision are widest in developing countries, where opportunities
to trade are increasing as global production patterns evolve.

e The reluctance of the global financial sector to invest in developing countries after the
2008-09 financial crisis compounds the problem of gaps in trade finance in certain
countries because local banks require trade finance transactions to be settled in the
currency of the transaction, which requires the participation of banks in the country
which issues that currency. Local banks need international correspondent banks to
confirm their letters of credit, engage with them in supply chain finance and clear trade-
related payments in foreign currency.

Please find enclosed the full report on Trade Finance and the Compliance Challenge: A
Showcase of International Cooperation released by WTO for your kind reference.

Please contact for any query related to this mail to Ms Bhawna Kakkar, Research Associate at
bhawna.kakkar@phdcci.in with a cc to Dr S P Sharma, Chief Economist at spsharma@phdcci.in
and Ms Surbhi Sharma, Associate Economist at surbh@phdcci.in PHD Chamber of Commerce &
Industry.
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COPYRIGHT: All rights reserved. No part of this publication/Release may be reproduced, distributed,
or transmitted in any form or by any means, without the prior written permission of the publisher.
For permission requests, write to the publisher.

DISCLAIMER: This message and its attachments contain confidential information. If you are not the
intended recipient , you are strictly prohibited to disclose, copy, distribute or take any action in
reliance on the contents of this information. E-mail transmission cannot be guaranteed to be secure
or error-free, as information could be intercepted, corrupted, lost, destroyed, arrive late or
incomplete, or contain viruses. The sender therefore does not accept liability for any errors or
omissions in the contents of this message, which arise as a result of e-mail transmission. If
verification is required please request a hard-copy version.



