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Clarissa Dann: Does credit insurance 
compete with or complement bank trade 
provision and if  so how?

Charles Berry: They are complementary. 
Whole turnover credit insurance is very 
often required by a bank that is providing 
finance. And where a bank wishes to take 
on the risk of  trade debt from a corporate, 
these days it can use the insurance market 
to mitigate its own risk, so again they work 
together. One is money, the other is 
risk transfer.

Clarissa Dann: Susan, with your BExA 
hat on, what are your thoughts? Take 
Dints International, why does a company 
like that, for example, seek out an 
insurance solution before going to a bank? 

Susan Ross: Cashflow. A lot of  banks 
provide invoice finance facilities. Dints’ 
specialism is selling to sub-Saharan 
Africa. European trade is very suitable 
for factoring but Dints’ trade is beyond 
Europe where it is difficult for a bank 
to provide trade finance without credit 
insurance. The insurer, Credimundi 

[previously known as Ducroire], is a 
specialist for Africa. 
Turning to larger companies, on a single 
risk basis, the insurance really unlocks the 
bank finance for commercial buyer credits.  
We as an industry should get together and 
persuade more banks to feel comfortable, 
as they used to be 25 years ago, with 
financing on the back of  whole turnover 
credit insurance. 

Charles Berry: For the credit risk 
mitigant to work under the Basel 
regulations, all conditions have to be 
within the direct control of  the bank. 
Multi-buyer policies very often have the 
exporter as policyholder. This involves 
the bank running performance risk on the 
exporter and the policy is disqualified as 
a credit risk mitigant under Basel. So the 
bank has to be the policyholder.

Marian Boyle: It would be possible 
structurally  for a whole account risk to 

be written on a composite basis with 
both the bank and the exporter named as 
co-assureds for their respective interests. 
But to use it for CRM purposes, insurers 
would have to be willing to reduce the 
policy conditions/warranties that applied  
to the banks to those within their control,  
and  in my experience insurers are not. 

Lee Garvey: We have seen more trade 
finance banks using the product, but 
they are used to wording being Basel III-
compliant so when they move into this 
sphere they expect the same levels of  
control as colleagues in, say, export finance, 
or a different part of  the bank.

Susan Ross: Clients that finance on the 
back of  credit insurance policies tend to 
allow the bank to have the right to be a 
joint policyholder in respect of  financed 
debts. So the bank has equal rights to the 
policy from the point it takes over the debt. 

Frédéric Bourgeois: Coming back to 
what Charles said about risk and capital 
being the two drivers, the regulatory aspect 
would probably make it even more useful 
for banks to rely on insurers. The US 
banks have shrunk their balance sheets 
quite substantially but the European banks 
have not done that yet, so that is probably 
one of  the avenues of  greater cooperation 
between the two.

Then you come to the question of:
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‘Is the wording adequate, what is the capital 
relief, what specific aspects make this 
capital relief  work?’ 

Each bank negotiates with its own 
regulator so for exactly the same product 
and wording you might have widely 
differing outcomes between a bank 
in Germany, France or the UK – and 
sometimes within the same country.  

Clarissa Dann: From an underwriting 
perspective, has there been a change in 
balance over the last year or so between 
credit and political risk product appetites?

Adrian Lewers: Yes, absolutely. The credit 
element of  our portfolio is by far the fastest 
growing part of  the book but has come 
from a low base. The Lloyds market has 
only been writing trade credit in a serious 
way since 2001–02 and the single risk bank-
driven business took off  
around then.
 
Clarissa Dann: What does the risk 
landscape look like in terms of  trade 
finance?  Which regions that were previously 
off  risk are now looking more attractive?

Adrian Lewers: We opened up a Singapore 
office in 2009 because Asia represented 
certain opportunities and Singapore was a 
hub for the region ex-China. China is its 

own market and requires different treatment. 
While we saw a good flow of  Asian business 
through London, we found there were local 
markets willing to write it and there was 
business that was not coming to London. 
More people have gone out to do the same 
thing and there has been a steady growth in 
the flow. 

The region is still, I think, at a stage of  
buying a relatively straightforward product. 
The consequence of  China slowing down 
(which is not a bad thing) is having a 
knock-on effect to Indonesia, to Thailand, 
to Malaysia, to Vietnam. Again, those 
economies are all stronger than the last time 
round we had an Asian crisis, in 1997. 

Today the risks are a little bit more 
complicated, with this dependence on China 
becoming more difficult to manage. Vietnam 
is emerging from its problems. Last year 
GDP grew at around 5.2% and in the first 
half  of  2013 it was 4.9% and could end up 
at around 5% which is encouraging. 

Marian Boyle: Our experience in Singapore 
mirrors Adrian’s. It has become a hub for 
commodity finance and the Singapore banks 
are increasingly keen to package commodity 
risk and sell down and credit default 
insurance is one of  the tools they use  to 
transfer the risk. In all locations, banks there 
are looking for ways to ensure their credit 
default insurance is tailored for underlying 

commodity finance structures which are 
inherently complicated, cross-border and 
bundle together several risks (country, legal, 
recharacterisation, credit etc).
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Clarissa Dann: But are you writing risk 
there?

Adrian Lewers: We haven’t been over this 
period and have been sorting out a few 
problems in Vietnam; all of  which have 
now been dealt with. So I think we are 
open for business again and we will take a 
view on Vietnam going forward.

Clarissa Dann: Who else is doing business 
in places like this?

Frédéric Bourgeois: We take some risk 
from time to time in Vietnam and we are 
more generally very open on Asia, but this 
should not be considered a single region, 
even when you strip out Japan and China. 
We have very different considerations 
when we are talking about Korea, Thailand, 
and Malaysia, where one of  the main risks 
is the indebtedness of  the local consumer.

If  you want growth you go to 
Mongolia, where you can have 12–14% 
growth. There is a huge commodities 
boom but a lot of  political risk. Cambodia 
has half  that growth without the same 
commodities risk but, again, large political 
risk. So we do tend to look at these 
markets one by one and there is no market 
absolutely closed to risk. Many of  the 
deals we do are driven by banks and our 
business will also move alongside bank 
appetite.

Adrian Lewers: Before the banks get 
involved, typically in the more difficult 
places, you have the exporters and the 
commodity traders going in first. The 
banks follow once they have got a 
reasonable level of  confidence – and when 
backed up by an insurance policy.  

Charles Berry: The market is happy to 
write business in countries like Vietnam 
and Mongolia, where it makes sense. The 
market is open. Elsewhere, we cover a lot 
of  risks in difficult markets. The insurance 
industry, of  which credit and political risk 
insurance is a small part, can take these 
risks; it is in robust shape and has been 
functioning perfectly normally throughout 
the financial crisis. Furthermore, it has 
been dealing routinely with losses arising 
from natural catastrophes measured in 
billions.  

Clarissa Dann: Marian can you remind us 
of  the legal issues surrounding claims?

Marian Boyle: Invariably, these policies are 
written with an inbuilt waiting periods during 
which insurers and insured work closely 
together to try and salvage the situation and 
find commercial solutions to mitigate the 
loss. Top of  list of  issues to consider at the 
outset is how to enforce any security granted 
by the borrower that often involves litigating 
in less well-developed economic jurisdictions 
which can be costly and slow. For disputes 
between the borrower and bank, the 
transaction documents are almost certainly 
going to have disputes clauses designed to 
avoid having to litigate countries that are 
often less than creditor friendly. 

Adrian Lewers: It’s all very well having 
international arbitration and offshore law 
and jurisdiction but at the end of  the day 
whatever judgment you get often has to be 

enforced locally. So the importance people 
place on the security of  the collateral and 
being able to enforce is often illusory in 
some of  these places.

Marian Boyle: It is absolutely the case 
that practical problems frequently arise 
when considering enforcement either of  
security rights or of  arbitral awards. But 
these problems can often be avoided if  the 
right questions are asked of  local counsel 
at the outset when the structuring is done. 
Adopting a one-size-fits-all solution can 
be disastrous because what might work 
perfectly well in one place, will be completely 
the wrong thing to do 
in another. 

Clarissa Dann: Turning to capacity, how 
do you see this growing? Will there be more 
competition for business?

Charles Berry: During the financial crisis 
the capacity of  the specialist market has 
increased by at least 50% – contrary to 
expectations.

Lee Garvey: There are times when 
transactions are still limited by available 
capacity in certain countries. You are not in a 
situation where underwriters have expanded 
out their risk spectrum because they are new 
and want to take short-term income. Look 
at the large Russian pre-export finance deals 
– these were limited by available Russian 
capacity.  There are still areas where insurers 
can make money on good transactions and 
don’t have to chase after the lower-end 
business. The market is still in that healthy 
position but if  the number changes, that 
could change.

Clarissa Dann: Would Rosneft have been 
more than US$10bn if  there had been more 
capacity?

Lee Garvey: We did see some situations 
where insurers said: ‘We can only give you a 
finite amount of  capacity because we have 
three or four banks after this capacity and it 
is a finite amount.’ This meant some banks 
reconsidered their ticket sizes.

Susan Ross: The new players are probably 
going to be piling in and are very much 
needed on large single deals. With regard to 
Charles’ point about growth and stability in 
the insurance market you just have to look 
at where office space in the City of  London 
is easy to sell (EC3). The insurance quarter 
never fell off  the cliff. There is capacity, and 
it’s long-term capacity. There are lots of  
players and it’s all here to stay.  

Frédéric Bourgeois: There is indeed 
capacity except in a small number of  
marginal situations. At the same time, the 
lines between developed and emerging 
markets have blurred – particularly with the 
situation in Greece. And nowadays nobody 
would consider South Korea as an emerging 
market. When you look at the spreads, you 
would attract on a refinery in Greece that is 
five or six times what you would attract in 
Tunisia, which raises questions of  how the 
market has evolved.

Adrian Lewers: Africa is several steps 
behind Asia in terms of  its development 
and exhibits all the signs of  a genuinely 
developing continent with one or two 
exceptions. The business we see is all around 
raw materials, mining and commodity trades. 
Generally, it’s all about inward exports and 
investment into the continent, which gives 
rise to lots of  opportunity. 

“The market is happy to 
write business in countries 
like Vietnam and Mongolia, 
where it makes sense”

CHARLES BERRY, BPL GLOBAL
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My deal of  the year was something 
we wrote in South Sudan this year and it 
was a great piece of  business in possibly 
the toughest country in the world. From 
an insurer’s perspective Africa offers huge 
opportunity as most countries are growing 
at double-digit pace. Given the specialist 
nature of  what we do around banking, trade 
finance and raw materials, it is good news.

Clarissa Dann: Well it is good news where 
the risk is perceived as very high and the 
likelihood of  a claim is very low…

Adrian Lewers: You are always looking 
for those opportunities! For example, we 
write a small amount of  risk in Zimbabwe, 
where you can charge high rates, but the 
fundamental risk is not that bad. But in 
Africa there is real risk: conflict, climate 
problems, corruption and political upheaval. 
Plus, resource nationalism because of  high 
commodity prices.

Marian Boyle: One issue our finance 
clients are always interested in is the market 
statistics for this type of  business in terms 
of  value of  claims submitted and paid or 
disputed. Our experience is that rejection of  
claims on non-payment policies is relatively 
rare and it would be good publicity for the 
market if  this fact was more widely known.

Charles Berry: Our industry pays a lot of  
claims, yet the presentation of  these statistics 
could be improved. Saying ‘claims have gone 
up by 58%’ is pretty meaningless without 
context. Certainly, this would be very bad 

news if  you were previously running a 90% 
loss ratio, but it’s not serious at all if  you 
were running a 10% loss ratio.

Frédéric Bourgeois: Whole turnover credit 
insurance claims are running at 50% to 60%, 

even in relatively normal times, The PRI 
market has a different pattern, with very 
good years followed by hefty claims, hence 
more volatility.

Charles Berry: Which is slightly higher than 
normal. However, the Berne Union’s most 
recent claims figures reiterate the point that, 
taken as a whole, their members’ business 
is very profitable. Of  course, the figures 
mix private and public insurers’ business, 
but we know the private insurers’ loss ratios 
are worse than the Berne Union average, 
which means the export credit agencies are 
extremely profitable. 

Based on the figures for the medium- 
and long-term business, I do think the 
ECAs’ focus is on a marketplace which 

would benefit from more choice, more 
competition and lower prices.

Susan Ross: The statistic we talk about 
at Aon is the one where 96% of  claims 
we receive are paid, so turndowns are 
only 4%.  

Lee Garvey: It is important for us to 
talk about claims with clients, get that 
off  the table quickly and get down to 
business. In the past, it has been the elephant 
in the room. I don’t think we get too 
caught up on claims these days as there is a 
recognition from the banking side that the 
market has performed.

Frédéric Bourgeois: At Coface, we have 
invested massively in the capability of  being 
able to clear claims in a matter of  days rather 
than weeks, with a lot of  automation at the 
lower end freeing time for the more complex 
situations.

Clarissa Dann: Marian, you asked about the 
difference in terms of  deals depending on 
whether the insurer is a trader or a bank.

Marian Boyle: The perception in the 
market is that traders are not getting the 
benefit of  the ‘insured friendly’ wordings 
that are now available to the banks 
particularly regarding the insured’s rather 
archaic common law disclosure obligations.

Adrian Lewers: Why should they? They 
do different things and they are completely 
different organisations.

Clockwise: Lee Garvey, Frédéric Bourgeois, Susan Ross, Clarissa Dann, Adrian Lewers, Charles Berry and Marian Boyle

“I don’t think we get too 
caught up on claims 
these days as there is 
a recognition from the 
banking side that the 
market has performed”

LEE GARVEY, MARSH
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Marian Boyle: That is understood, but  
it should be possible for market to  get 
comfortable with explaining the sort 
of  information it is looking for from a 
disclosure perspective. The common law is 
unhelpfully  ‘woolly’ as regards what might 
be considered material and there is always 
a concern that some fact, not considered 
material by the insured, will be thought 
important by the insurer at a later date. 

Adrian Lewers: Banks have had an 
external driver towards getting a particular 
product reading the way it does – Basel. 
Traders have not been under the same 
pressure unless they were financed by a 
bank. Ideally, they would have some follow-
through of  that reduced conditionality. 
Typically, your trader, your first party 
is right up there at the front of  the 
transaction, knows the risks on the ground 
and the counterparty, he has got all the 
contacts. 

Therefore, somehow, you have to 
capture that in terms of  the trader’s 
obligations to the insurer whether it is 
disclosure or subsequent behaviour when 
there are problems. 

Clarissa Dann: What impact has regulation 
had on your own costs of  providing 
insurance cover – for example, sanctions, 
KYC, etc?

Adrian Lewers: The extra time, people 
and systems – but particularly time – has 

dramatically increased the cost of  
doing business.

Susan Ross: To bring that back to where 
we started this discussion, small-business 
cover is not financially viable for any of  
us in financial services because the set-up 
costs are so large. 

Adrian Lewers: There are brokers out 
there who fill that space.

Frédéric Bourgeois: It may be difficult to 
deal with very small single buyer requests 
but this is not altogether impossible as we 
cater for clients with a turnover as low as 
£1m, hence much smaller credit limits.

Clarissa Dann: Let’s hear from each of  
you  – how do you see the next three years?

Adrian Lewers: I have this conversation 
every year round about now with our 
capital modellers in terms of  how much 
capital they think our part of  the business 
should be using and every year it seems to 
go up. This whole Solvency II world and 
a better understanding of  risk does put 
more things in the box to measure risk 
against and how much capital to allocate. 

We do find from the way we do the 
business, there is an upward pressure on 
capital requirements. We aim to continue 
to grow at a relatively modest pace.

The US has largely sorted out its 
problems; the UK is in a similar position, 

maybe a step behind. China is on a 
sensible trajectory. Europe is still the big 
unknown. The banks have not sorted out 
their balance sheets yet – that is still to 
come. There are still plenty of  places to 
do business. 

We need the Singapore market to 
do better because a lot of  people have 
descended on that market, but I don’t 
think the business flow is there to support 
them at this point in terms of  quantity 
and quality. That will change – it is a big 
region.

Charles Berry: The climate seems to be 
slightly more positive globally. Europe is 
still a negative overhanging everything and 
there is also some talk of  more trouble in 
emerging markets which is, of  course, of  
concern to our market and needs to be 
monitored. 

But our market has a great deal to 
offer and we want to expand and increase 
our customer base. There is a lot of  scope 
for doing that.

Susan Ross: There is a lot of  opportunity 
to grow our business. I would like to 
see more simplification. Trade is a very 
complex thing so we need to have the 
cover as simple as possible. Are we making 
enough use of  new media to put over our 
capabilities to comment on world events – 
and where can we help?

Clarissa Dann: Perhaps the industry could 
do more there?

Frédéric Bourgeois: On new media we 
use Twitter and LinkedIn. But the only 
thing is we have to be very careful what 
goes out.  In the big picture the short term 
overarching question is whether the Fed 
will taper or not taper. Then what happens 
to the flows of  money in Indonesia etc. 
The world is moving very fast as well as 
the flows of  money, making our business 
challenging. Mid- term, I am fairly optimistic 
about the development of  this industry as 
there is underlying growth and some of  the 
markets are not yet saturated.
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