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Session 3. Business Climate

1. The “Trade Finance Gap” – unmet
demand for trade financing – will
exceed US $2 trillion annually and
demands attention to derive greater
economic and development impact
from trade

2. Much of the gap is linked to
developing Asia, including the GMS;
business climate factors like the rise
of ESG and sustainability can either
worsen the gap or help address it
through capital infusion

3. Innovations like Deep Tier Supply
Chain Finance can make a significant
contribution to driving liquidity where
it is most needed



The ADB “Gaps Growth and Jobs Survey” was the first survey and resulting

publication to identify the existence of high unmet demand for trade

financing globally. This unmet demand or “Trade Finance Gap” has been at or

above US $1.5 trillion annually since the inception of the survey and will exceed

US $2 trillion soon.



While there are “supply side” challenges around the

provision of trade financing, including limits on

(country/bank/counterparty) risk appetite, capital cost

and allocation constraints and others, are also “demand

side” issues, including poor quality credit proposals, lack

of adequate collateral among SME clients and a range of

other obstacles.

In some instances (collateral requirements), the challenge

can involve issues (and solutions) on both the

provider/supply side and the client/demand side.

Where SMEs are concerned, it must be acknowledged that

the cost of servicing SMEs, right from the due diligence

and onboarding phase, is prohibitive for major

commercial banks.

✓ Provision by Export Credit Agencies (ECAs) and 
International Financial Institutions (IFIs)

✓ Targeting ESG and Sustainability requirements and 
alignment

✓ Attracting new, non-bank providers and capital to 
support the financing of international trade

✓ Increasing efficiency and reducing friction and cost 
related to AML/CFT and other Financial Crimes 
Compliance

✓ Rethinking SME credit adjudication and collateral 
requirements

✓ Developing SME-targeted trade financing solutions
✓ Providing training, “technical assistance” and other 

forms of support
✓ Crafting policy to facilitate/motivate/educate around 

the provision and uptake of trade finance solutions 
and products

✓ Deep Tier Supply Chain Finance

Narrowing the Gap



Remember 
that ESG and 
sustainability 

are about 
more than 
climate…

The sustainability and ESG agendas are
complex, evolving fast and can either
exacerbate the Trade Finance Gap, or can
be the basis for a solution that involves
attracting non-bank capital to the
financing of sustainable trade flows

Making sense of ESG (pwc.com)

• ESG and sustainability are
increasingly important, but, for the
moment, moving targets

• Recent momentum from consumer
and investor decisions and priorities

• Regulatory authorities arguably
“catching up” and will start to
increasingly shape the evolution of
sustainable activity

https://viewpoint.pwc.com/dt/us/en/pwc/in_the_loop/in_the_loop_US/making-sense-of-esg.html
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Buyers with extended, complex
global supply chains are
increasingly required and expected
to be accountable for the ESG and
sustainability-related behaviours,
processes and practices of their
suppliers around the globe?

From a trade and trade
financing perspective, this
emerging reality poses
significant additional complexity
and risk, but may present an
opportunity to bring new capital
into the financing of trade

https://resources.ecovadis.com/whitepapers/carbon-maturity-report-the-state-of-

climate-action-in-global-supply-chains

https://resources.ecovadis.com/whitepapers/carbon-maturity-report-the-state-of-climate-action-in-global-supply-chains
https://resources.ecovadis.com/whitepapers/carbon-maturity-report-the-state-of-climate-action-in-global-supply-chains


Learn more: scan this QR Code:

• Narrowing (eliminating) the

Trade Finance Gap is at the

core of TSCFP’s mission

and mandate

• Through core business

activities, financing,

guarantee and risk products

and solutions

• And through a range of

initiatives, advocacy work,

and innovation

• Activities extend to the

design and deployment of

Technical Assistance,

Training and Capacity

Development



There are various non-bank variations of solution to reach deeper into global supply chains based on different types of 

payment undertakings and financial obligations

Deep-Tier Supply Chain Finance (adb.org)

https://www.adb.org/sites/default/files/publication/828506/adb-brief-219-deep-tier-supply-chain-finance.pdf
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• Narrowing the Trade Finance Gap
is core to TSCFP’s mission and
mandate in all its dimensions

• The potential economic,
development and poverty-reduction
impact of addressing the gap is
massive, and merits focused,
priority attention

• There are policy initiatives that
governments can explore, including
around the numerous root causes
of the gap
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