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Excellency Mr. Minister, Mr. Secretary General, Distinguished guests, Ladies and Gentleman:

I am particularly honored to be here for this 7th CEO meeting in Siem Reap in the Kingdom of Cambodia. 


Gathering in a city such as Siem Reap cannot be made without a reference to its glorious past and history. For all of us and especially in the context of the uncertain economic times, looking back at 2000 years of culture and exchanges amongst nations is certainly a powerful source of inspiration. 

Excellency Mr. Minister, Mr. Secretary General, Ladies and Gentleman, 


Once again, the CEO forum has adopted an important challenge which is examining additional and sometimes innovative approaches to SME finance.  This year, the CEO forum focuses on value chain finance as one of the alternatives optimizing SME finance and contributing to SME growth    


Value Chain finance is not new. Commercial and Development Banks have been very supportive of specific sector financing such as in commodities, in agribusiness or in construction.  So why value chain finance is one of the major topics today and what is its specificity. 

The fundamental importance of international trade as an engine of recovery was recognized and championed early in the crisis; thus the critical importance of the availability of financing linked to international commerce, was highlighted to a degree perhaps never seen in the business of trade finance. 


The crisis demonstrated, with striking clarity, the consequences of inadequate financing resources in support of global commerce: trade volumes dropped radically, and the lack of pre-export finance resulted in a 40% reduction of trade flows from Asia to Europe and the Americas, paralyzing the global shipping industry and reducing shipping rates by as much as 90%.


Trade finance had, in the two or three years immediately preceding the crisis, enjoyed a period of innovation, with new technologies and emerging financing solutions (notably Supply Chain Finance) gaining traction in what had been a very conservative and staid line of business. 


SME’s and Emerging Markets have, by some accounts suffered the most from restricted availability of financing – including trade finance – and as such, focus on the question of innovative financing mechanisms in response to the needs of those segments is both timely and of critical importance.


The global crisis also brought sharply into focus, the critical role and contribution of international financial institutions, multilateral agencies, and export credit/insurance providers – particularly those still guided in part by a public policy mandate.


Conventional providers of trade finance argue that SME’s require too much “hand-holding”, generally represent a greater commercial risk than mid-market clients, and typically are a source of only limited revenue at the level of the client relationship. Small-ticket trade transactions are of limited interest given the resources required to support their successful completion. 


Finally, SME’s often have limited track records, and may be unable or unwilling to provide the levels of visibility and comfort required by lenders, to motivate the consummation of a transaction


Trade finance has evolved from its traditional form and value proposition to become an integrated suite of solutions under the umbrella of Supply Chain Finance with a variety of products, techniques and tools. 


Financing – and its related activities, including risk assessment, provision of transaction information is based, at its core, on an assessment of risk and value: the value of an asset pledged as security against a facility, or, in international trade, the value of an underlying flow of commerce between importer and exporter.


This view of trade finance is consistent with a major lesson arising from the global crisis: there is a need, globally, to return to basics in finance and banking – including in credit-granting and risk assessment activities. 


Financial engineering and investment banking products which are too far removed from the underlying customers and transactions have lost favour, to the benefit of traditional structures such as trade finance in their various forms.


Just as Supply Chain Finance has motivated bankers and trade financiers to better understand the industry sectors, trade relationships and transactions they are supporting a further evolution of trade finance to incorporate Value Chain Finance is a compelling proposition.


Value Chain Finance represents a timely confluence of concepts, approaches and innovations, that can assist SME’s and emerging economies, potentially under the banner of Aid for Trade, and particularly with the support and championing of a credible and trusted multilateral institutions, with channels of communication open to all necessary stakeholder groups.


This intra-chain view of a financing solution can be defined as the flow of financing within a subsector, among value chain actors, for the purpose of getting products to market.” 


The parallel argument relative to Global value chains, is to enable financial solution providers, including international financial institutions and development finance institutions, to integrate with Global Value Chains to gain the visibility necessary to assure the development of effective, highly tailored Value Chain Finance programs and solutions.


The engagement of financial providers is critical to the success and sustainability of Global value chains programs as they may evolve; whether this is assured in part through guarantee schemes, or by ensuring the standalone commercial viability of the financing activity, some measure must be taken to make this type of program viable for the financiers. 

Excellency Mr. Minister, Mr. Secretary General, Ladies and Gentlemen 


It is no coincidence that the 2010 sector survey of the Paris-based International Chamber of Commerce bears the title “Re-Thinking Trade Finance”, and that one recommendation of that survey relates to expansion of the breadth and scope of multilateral trade finance programs, particularly in support of low-income export-dependent economies.  


Supply Chain and Value Chain Finance, and the commercial ecosystems which are evolving around these models, constitute one level of the “rethinking” of trade finance.


The International Trade Centre has already started partnering with a number of Commercial Banks in Africa to develop ways for optimizing value chain financing.  As an example, ITC is now active in Benin (West Africa) in support of the small Pineapple producers. Through this project and our partnership with Bank of Africa and Société Générale Benin, financing is extended to the entire chain i.e. from producers, exporters, packers, and transporters. 


It is hoped that through similar activities and projects, entire sectors can be targeted adding sustainability to the SMEs while creating jobs and reducing poverty. 


Thank you for your attention. 
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