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SPONSORED STATEMENT

B
anks play a pivotal role in supporting global 
trade by supplying trade services including 
letters of credit, guarantees, bill collection 
and discounting. However, in recent years, 

new regulations have changed the nature of the market. 
Insurance companies like AIG are creating new 
products and services to help banks ensure that they 
continue to contribute to the resilience and growth in 
global trade.

Trade finance facilities have historically proven to be 
among the safest, most strongly collateralised forms  
of finance. However, trade credit financing has recently 
become more complex and costly for both the banks 
that supply it and the companies that purchase it. 
Small and medium non-investment grade enterprises 
have been hit especially hard as, under the Basel III 
rules, regulators have sought to reduce the temptation 
for banks to take on excessive leverage.

Banks will have to better understand their credit 
exposures and increase their use of insurance for 
their trade-related structured finance transactions. 
The Basel III requirements aim to improve bank 
transparency and disclosure, risk management and 
the ability to absorb shocks arising from financial and 
economic stress. However, that also threatens to turn 
trade finance into another drag on banks’ ability to 
lend. It may also increase the risk of default among 
sellers, should banks make trade finance less available. 
Together, these factors are driving banks to become 
heavier purchasers of trade credit insurance, as a form 
of contingent capital, giving them latitude within the 
Basel III framework to do more asset-backed lending.

All of this means that trade credit and trade finance 
are becoming more complex and demanding activities, 
both for companies and banks. Banks and insurers, 
however, are rising to the occasion, supplying new 
products and services that allow banks to efficiently 
and compliantly navigate the new regulatory climate 
and enable corporations to continue extending trade 
credit efficiently and cost-effectively.

At AIG, we understand these challenges and are 
encouraging our client banks and sellers to work  
more closely together as a risk management team in 
the trade credit market. We have developed industry 
leading trade credit insurance solutions for banks that 
combine AIG’s trade credit insurance expertise  

with its structured finance capabilities, resulting in  
the delivery of capital efficient Basel III compliant  
risk transfer for banks, allowing them to reduce  
their capital requirements.

We target trade receivables portfolio financing 
transactions between US$20mn and US$500mn  
where a bespoke policy is issued to the bank with  
Basel lll-compliant wording, specifically designed  
to overcome the conditional insurance language  
of traditional insurance. 100% indemnity against  
funded amount is provided for the bank insured.

These programmes are underpinned by full asset 
visibility from AIG’s Global Finance Manager 
software, which provides 100% upfront certainty  

for banks regarding the insurability of each individual 
trade invoice on a daily basis. These programmes also 
have benefits to the originators, such as providing 
sustainable and cost-effective working capital, higher 
advance rates across their receivables portfolio, and 
potential for off-balance sheet treatment for their  
entire receivables portfolio.

This type of AIG innovative solution is just one  
way in which we can help banks and companies 
improve their ability to manage risk in the volatile 
global trade environment. As companies and banks 
make greater use of AIG trade credit insurance,  
banks gain the flexibility to make financial trade 
instruments more available, while companies improve 
their own credit standing. We’re proud to be able  
to play a role in helping improve the resilience  
and growth of global trade.

For more information on AIG and its products 
and services, visit www.aig.com

Christopher Shortell, Asia Pacific head of trade credit, surety and political risk at 
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Using insurance in a 
changing landscape

“WE’RE PROUD TO PLAY A ROLE IN 
HELPING IMPROVE THE RESILIENCE 
AND GROWTH OF GLOBAL TRADE.”
Christopher Shortell, AIG


