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Editorial welcome

Acting now to shape the future
of the industry
Nikolaus Giesbert
Divisional Board Member,
Institutionals &
Transaction Banking
Recovery from the profound effects of the Covid-19 pandemic appears to be on the
horizon across some parts of the world. If the pandemic brought with it a lesson for
us as an industry, it was to affirm the importance of two key priorities: sustainability
and digitalisation. The global sustainability agenda, combined with the emergence of
advanced data analytics tools, are changing both what we do and how we do it. And
while countless columns and papers have been written about how these key issues
are set to shape the industry in the years to come, it’s time to face facts. This is no
longer a forecast for the future; it’s the reality of today. Right here, right now.
Sustainability is firmly established as far more than just a buzzword and now rightly
sits at the top of the agenda for many, as governments, corporates and individuals
club together to address the climate crisis. With that in mind, we asked our experts,
Bettina Storck and Martin Seimetz, about the key developments in sustainable
finance, and how banks are playing a pivotal role in the transformation of the
economy – towards not only the industry’s own decarbonisation efforts, but by
providing essential, innovative financing solutions for businesses of all sizes. They
highlight the need for collaboration and progressive regional alignment, as well as
the harmonisation of reporting standards.
The finance sector is arguably the most data-intensive industry worldwide, and
big data and the insights we can glean from it are valuable tools in shaping our
3

collaborative efforts, particularly when it comes to standardisation of reporting
– including sustainability reporting. Digital capabilities and electronic data are
instrumental for maintaining robust, consistent and reliable business processes
and services. Let’s not lose sight of this going forward and continue to accelerate
implementing digital innovation and embracing the value of big data. 		
In this issue of FI.News, Dominik Schmidt-Kiefer explores the practicalities of data
analytics within the banking sector, the operational implications of improved access
to structured data and the need to define clear objectives for data analytics to be
effective.
In a similar vein, Angela Koll discusses the importance of the recently launched
Marco Polo Payment Commitment in driving the digitalisation of trade finance.
The initiative aims to use data more efficiently and ultimately leverage increasing
network and platform integration opportunities to further enhance client service.
Tawfiq Ali and Alexander Mondorf, meanwhile, turn their gaze to Bangladesh, a
growing player in the Asia Pacific that is beginning to realise its potential – but a
country that still presents challenges for foreign investors without the right guidance.
Elsewhere, Kristina Holzhäuser assesses the ability of the African Continental
Free Trade Area (AfCFTA) to remove barriers to interregional trade, which include
restrictive tariffs and underdeveloped infrastructure, as well as the possibility of
addressing one of the biggest barriers to free-flowing intra-continental trade:
Africa’s own underdeveloped internal network. And finally, Ingrid Weisskopf and Dr
Roland Nehl explain how next year’s ISO 20022 deadline is set to be a watershed
moment for the financial services sector. As banks prepare to adopt the new crossborder payments messaging standard, they offer pointers for a more seamless
transition.
The degree of change taking place in many areas is undoubtedly daunting. We look
ahead with optimism, but equally understand that the opportunities presented
also come with challenges for the wider industry and for our clients. Commerzbank
proudly stands beside those poised to adapt, grow and reap the benefits of the
evolving landscape.

.

We hope you enjoy this edition of FI.News and benefit from our insights, and for
those of you participating in this year’s Sibos virtual conference, we hope to see you
there.
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What's trending

Breaking boundaries
with big data: what it
means for banks and
their clients
Dominik Schmidt-Kiefer
Divisional Board Member,
Group Big Data &
Advanced Analytics

Regarded as one of the most crucial resources of the 21st century, data – and the
insights it can reveal – is changing the way financial institutions do business. Dominik
Schmidt-Kiefer, Divisional Board Member, Group Big Data & Advanced Analytics, at
Commerzbank, explores the benefits and practicalities of data analytics, discusses its
operational implications, and looks beyond the horizon towards the bank of tomorrow.

In today’s digitalised economy, vast quantities of
financial information are created every second.
Each digital transaction generates reams of
rich data, and the pandemic has only served to
accelerate the trend towards electronic payments.
Of course, financial data is by no means restricted
to payments: trading, forecasting and risk
calculations, for example, all run on and produce
information. As a result, banking is one of the most
data-intensive sectors of the global economy, and
financial institutions (FIs) of all kinds regard big data
– information so vast that it cannot be analysed
using traditional methods – as a key resource with
extensive applications.
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Since banks naturally need to collect lots of data,
it is very important to be able to access and use
this data effectively, so that it can add value for
the bank and ultimately most importantly for their
clients. Integrating data analytics across a bank’s
systems grants the opportunity to transform
existing legacy processes, rendering them less error
prone and labour intensive – with benefits both for
the bank and its clients. For example, to determine
the creditworthiness of an individual seeking a
loan, banks used to rely on manual, paper-heavy,
cumbersome processes. Today, by applying artificial
intelligence (AI) tools to analyse data that the client
has provided, comprehensive creditworthiness

reports – that previously could take days to produce
– can be issued within seconds.
Effective use of data: obtaining timely insights
requires clear objectives
With many corporate clients understandably
seeking to avoid complexity and valuing smooth
banking processes that are attuned to their needs,
data analytics will be a crucial way for FIs to tailor
their products for clients. Such capabilities can
in turn position banks to increase retention in an
increasingly competitive landscape. Big data can
provide crucial insights into how a client operates,
and indicate not only services and solutions that it
needs, but also when it needs them.
Indeed, nothing could be more frustrating than
offering a client a good product that it needed
yesterday. But with advanced analytics, a
relationship manager could be on the phone with
that client to discuss a specific solution two weeks
before it is needed. Getting the timing right to this
degree adds substantial value to a bank’s service.
The additional insights provided by data analysis
also positions FIs to be more resilient and meet
ever more exacting compliance and regulatory
requirements. Big data is becoming increasingly
central to banks’ fraud detection and prevention
strategies. Machine learning – a subset of AI
that uses statistical models to “learn” and make
independent predictions when applied to large

quantities of information – is capable of detecting
suspicious patterns of activity and helping to
identify security breaches. If a transaction is
suspected of being linked to money laundering,
data analytics can help to establish who the other
participants in the transaction are. Furthermore, this
technology can forecast potential problems and
vulnerabilities, enabling banks to get ahead of the
curve when it comes to financial crime prevention.
Ultimately, big data – when properly analysed and
converted into meaningful insights and trends –
can be used to add value across virtually all areas
of a bank’s operations. But it is easy to get lost in
the vast possibilities. In particular, if dealing with
unstructured information, data can lead in many
different directions. It is therefore crucial to stay
focused on what is being asked of the data and
what the objective of the analysis should be.
Banks turn to technology and collaboration to
optimise data’s impact
Naturally, developing big data and analytical
capabilities requires significant investment for
banks, many of which must venture outside of
their comfort zone to build competencies that lie
outside the realm of traditional banking activities.
Commerzbank’s approach is to keep the core
capabilities in-house. This, together with our
dedicated expert teams of data scientists, helps to
ensure that our data, and that of our clients, remains
fully protected and secure.
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When appropriate, however, it can be helpful to
collaborate with external providers. An entire
ecosystem of start-ups and innovative suppliers has
emerged in the financial data analytics space, and
FIs have the option of engaging with specialists
in particular areas, such as governance, or with
pioneers of a specific advanced technology, in order
to benefit from their knowledge and experience.

Things produces more information for organisations
to analyse. As new, more nimble digital finance
providers enter the financial services sector,
they often leverage their extensive capacity for
data analytics in order to obtain a competitive
advantage. But as traditional banks increasingly tap
into the world of big data, they have a distinct and
unique advantage.

Certainly, with the amount of data banks are
required to collect, hold, process and analyse
increasing daily, it is crucial that they invest in the
right technologies to manage data effectively.
Cloud technology, which allows endless storage
facilities, collaboration across departments and the
application of AI and machine learning algorithms,
will continue to be the tool of choice in this respect.

With personal financial data acquiring ever more
importance as an asset, consumers will continue to
become more discerning about who they trust with
access to their information. Security is, by nature,
of utmost importance to any bank, and FIs invest
significantly in ensuring they do not suffer any
damaging leaks or breaches. Banks, having long
been relied upon as guardians of valuable assets to
be stored in a safe, or of funds in a savings account,
are trusted to a degree that newer market entrants
have yet to reach.

Commerzbank has long been an active proponent
of cloud technology in the financial services sector,
and in January 2021 became one of the founding
members of the European Cloud User Coalition
(ECUC). Recognising that financial activity on the
cloud must be compliant with European standards
and regulations, the ECUC was established to
harmonise practices across the single market
and provide a cohesive, uniform list of technical
requirements for cloud service providers seeking to
be suppliers to FIs. Beyond encouraging efficiency
and cross-border collaboration, this coalition of
banks also promotes transparency and serves as
platform for discussions with regulators.
Big data gives banks competitive edge
There is no going back – data will continue to
shape the economy of tomorrow as digitalisation
intensifies and phenomena such as the Internet of
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Furthermore, the scale of information – as well as
the technological tools – at their disposal grants
FIs another fundamental competitive advantage:
they know their clients so well that they can provide
value in innovative ways. Commerzbank has, for
instance, as part of a research project developed
a “restaurant recommender” tool, which utilises
patterns from previous customer transactions to
understand their preferences, and in turn propose
restaurant options likely to appeal to them.
Elsewhere, recognising the increasing importance
of sustainability in individual consumer behaviour,
a bank’s extensive information network could be
put to use to create a personalised CO2 calculator
based on a customer’s transactions. The possibilities
– much like the quantities of data generated globally
in just the past 24 hours – are almost endless.

.

Industry focus

Committing to sustainability: the role of banks as
drivers and facilitators of
the journey to green

Bettina Storck
Head of Group Sustainability
Management

Martin Seimetz
Head of Risk & Resource
Steering

The finance sector is at the coalface – so to speak – when it comes to
striving for net zero carbon emissions. And, with ambitious financing targets
set for the upcoming COP26 summit in November, the importance of the
banking industry in effecting change will be further cast into the spotlight.
FI News caught up with Commerzbank’s Bettina Storck, Head of Group
Sustainability Management, and Martin Seimetz, Head of Risk & Resource
Steering, and Project Lead, ESG Strategies, Corporate Clients, to discuss
the sustainability landscape, key developments, and the fundamental
role of financial institutions in the transition to a greener economy.

Q

Europe has so far been leading the way in
terms of net zero targets and broad climate
regulations. As the climate crisis continues
to increase in priority, what implications
does this have for multinational banks?

Bettina Storck: Different regions and countries
are progressing at different rates, and it is highly
developed countries that need to be at the
8

vanguard of global efforts to implement sustainable
transformation. But we can only truly fight
climate change when all countries are aligned in
their actions. The same holds true for banks and
corporates. We therefore need to communicate,
share experiences and work collectively if we are
to pave the way for a greener future in which
businesses can flourish.

Martin Seimetz: Financial institutions (FIs) are
pivotal in shaping the global economy. In turn,
they have significant responsibilities in effecting
change. When it comes to sustainability, banks
need to simultaneously lead by example, and also
support clients in meeting their goals by sharing
their industry knowledge and expertise, as well as
providing a host of effective sustainable finance
solutions: solutions that are increasingly needed by
businesses big and small.

Q

Large multinationals were among
the first to embrace sustainable finance
and ESG principles. Are you now noticing
that smaller businesses are focusing more
on sustainability? How do their approaches
differ from those of large multinationals?

MS: While some multinationals have been
among the first to embrace sustainable finance
and environmental, social and governance
(ESG) principles, sustainability is also becoming
increasingly important for small- and mediumsized enterprises (SMEs), including Germany’s
Mittelstand. As critical components of the wider
supply chain and global economy, collectively
they are instrumental to the world achieving
wider sustainability targets. Considerations for
SMEs include meeting industry expectations and
those of their larger business partners. Likewise,
at Commerzbank, we do not take for granted the
influence we have on the rest of our supply chain
and expect a level of climate neutrality from all our
clients and vendors.

Smaller businesses are often organically quite
sustainable in their approach, particularly those with
regionally interlinked supply chains. However, there
is room for improvement with respect to strategic
positioning, establishing sustainability-focused
teams and accessing ESG data. This presents an
opportunity for banks to support such businesses
with their transformations.

Q

The G7 has expressed support of mandatory
climate-related financial disclosures for 		
corporates. Is it likely that regulators will 		
move towards mandatory disclosures, and
what challenges does this pose for the 		
businesses involved?

MS: For sustainability efforts to be most effective,
greater transparency and accuracy in the reporting
of businesses’ sustainability performance is
required. Given the G7’s recent backing, it seems
increasingly likely that we will see a greater
standardisation regarding disclosure requirements
and expanded sustainability-related reporting. We
view this as fundamentally positive and a necessary
development that will only serve to strengthen
corporates’ commitment to their own sustainability
practices – particularly if as an industry we want
to counteract so-called “greenwashing” and really
effect positive change. The EU Sustainable Finance
Disclosure Regulation (SFDR) and EU Taxonomy are
also steps in the right direction in this respect.
BS: Having mandatory disclosure for more
companies would also help banks with sizeable
SME portfolios to better understand their own
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impact and ESG efforts. But we recognise that
such reporting requirements could pose challenges
for businesses – particularly SMEs. Therefore,
considerations around reporting standards must
place an emphasis on practicality.

Q

The transition to sustainable development
is often viewed through the lens of the costs
involved or the risks of non-compliance. But
such a broad transformation of the global 		
economy is also bound to create new 		
opportunities. Do you agree with this more
optimistic view, and how do you think these
opportunities might manifest themselves?

BS: The sheer scale and commitment required to
implement sustainability-focused changes cannot
be understated. Yet, while there are challenges,
there are also opportunities to be gained from
the evolving landscape. The entire world needs
innovations to navigate climate change – and
innovations need financing. Different economies
can contribute to such solutions, with these new
exports helping to balance the financial costs
involved in the transition. There is currently a strong
need for financing in the real economy and that also
provides a chance for FIs to strengthen and develop
new business areas. As a bank, we want to seize
these opportunities and help to actively shape the
sustainable transformation in conjunction with our
clients’ needs.
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Q

How is Commerzbank helping clients
progress on their own sustainability 		
journeys?

BS: Our role as a model for climate-conscious
finance and an advocate for clients going through
their own green transformations is taken very
seriously at Commerzbank. It is our ambition
to accompany and empower all our clients on
their route to sustainability. But to transform the
economy at large requires a huge amount of
investment, so we make climate and transition
pathways transparent, helping clients to identify
courses of action and associated investment needs.
MS: Rather than reinventing the wheel, we instil
ESG principles into the development of traditional
financing solutions and draw on our experience to
steadily expand the range of sustainable products
we offer. To this end, we aim to mobilise a minimum
of €300 billion in sustainable products to support
clients on their own green journeys.
Of course, we are conscious of associated risks
that accompany large scale change and we
mitigate that as part of our holistic approach to risk
management. But we see the transformation as a
major opportunity not only for organisations like
ourselves, but for economies and businesses of all
sizes across the globe.

Q

Becoming a more sustainable organisation
is a key part of Commerzbank’s strategy, and
the Bank aims to reduce the carbon 		
emissions of its own operations to zero by
2040. Can you give some narrative around
the Bank’s journey to this point?

BS: Commerzbank was an early adopter of
sustainable finance and we have reached many
milestones on our sustainability journey to date. We
were among the first organisations to consciously
reduce our carbon footprint and slashed our CO2
emissions from our banking operations by 70%
between 2007 and 2018. We have also been carbon
neutral since 2015, offsetting unavoidable emissions
through CO2 certificates from various climate
protection projects. One example is our purchase of
10,000 certificates from the Luangwa Community
Forests Project in Zambia, which offset 10,000
tonnes of CO2.

Q

What role does shareholder activism, and
more general climate-related litigation, play
in encouraging FIs to become more 		
sustainable?

BS: Stakeholder activism and expectations are
fuelling sustainable development in the market. At
Commerzbank, we are in close dialogue with all
stakeholders – including clients, investors and nongovernment organisations – and endeavour to meet
the expectations and needs of our stakeholders,
actively reflecting those discussions in our work
and creating a balance between stakeholder and
shareholder requirements.

Q

The Net Zero Banking Alliance (NZBA)
brings together major global FIs in an effort
to promote decarbonisation. What impact

has the Alliance had so far, and do you think
it can pave the way for the harmonisation of
standards across banks?
BS: The NZBA has helped to bring climate finance
into the mainstream, raising awareness of the
central role of the financial sector in facilitating
sustainability. The NZBA has found a good balance
between standardisation and freedom for every
company to reflect their own prerequisites, while
also promoting healthy competition. Net zero
ambition is essential if we want to achieve the
goals of the Paris Agreement, and the fact that
Commerzbank was a founding signatory of the
NZBA reflects our firm commitment to these
goals.

.

Hear more sustainability insights from Martin Seimetz at Sibos
Don’t forget to tune in to the Sibos panel discussion “Mandated sustainability reporting: Beast, burden or the only
way forward?” to hear insights from Martin Seimetz. Martin – our Head of Risk & Resource Steering, and Project
Leader for ESG Strategies, Corporate Clients – will join other experts to discuss one of the hottest topics in the
industry today. The panel will explore the benefits of mandating sustainability reporting and the adoption of a
globally recognised harmonised framework, as well as the trade-offs and associated costs. The panel will take place
on October 14. Register for the event here.
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Regional spotlight

Climbing the economic
curve: Bangladesh’s
attractive prospects
Tawfiq Ali
Chief Representative,
Bangladesh

Alexander Mondorf
Regional Head
Financial Institutions,
Asia Pacific

Boasting some of the most impressive and consistent economic growth rates
across the Asia Pacific region, Bangladesh is a force to be reckoned with.
Though government policy and compliance standards can still be problematic
for foreign businesses looking to invest in, or trade with, Bangladesh, financial
institutions, with the right experience and boots on the ground, can help
overcome the associated operational and risk management hurdles. Tawfiq Ali,
Chief Representative for Commerzbank in Bangladesh, and Alexander Mondorf,
Regional Head Financial Institutions Asia Pacific at Commerzbank, explain.

Bangladesh’s economic growth has been averaging
at around 6-7% per annum since the 2008
financial crisis. Even Covid-19 could not break this
momentum. An economy heavily weighted towards
exports, domestic consumption and remittances,
Bangladesh experienced some reduction in trade
volumes during the pandemic, but the disruption did
not impact the country nearly as hard as many of
its peers. Indeed, Bangladesh’s economy, until very
recently, remained buoyed up by strong remittance
flows and continued local demand – the former
having only started to decline since July this year.
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Impressive growth
The South Asian country has come a long way
from where it was just a few decades ago: a lowincome country with high rates of poverty and
unemployment, and largely closed off from foreign
trade and investment. Its ascent up the development
curve has therefore been impressive; and though
Covid-19 may have set the country back a few years
in its trajectory towards achieving middle-income
country status, Bangladesh is well-positioned to
recover any lost ground.

Situated geographically between two global
superpowers and trade allies, India and China,
Bangladesh’s good relationship with both
has encouraged a steady increase in foreign
direct investment (FDI) over the years, as the
two behemoths sought to take advantage of
Bangladesh’s strong labour market and connections
with the rest of Asia.
Politically stable
It is not geography alone that makes Bangladesh
attractive from a trade and investment perspective.
The longstanding government – led by Sheikh
Hasina, who has been in power for over a decade
and is the longest-serving (and notably female)
prime minister in the country – has brought much
needed stability and implemented key measures
to enhance the business environment. Introducing
investment protection laws, along with other
reforms across the agricultural, garment, energy, IT
and infrastructure sectors, has helped to promote
investor confidence in the country.
Bangladesh is a successful example of low-cost,
export-orientated industrialisation, with the worldrenowned ready-made garment (RMG) sector
leading the way. Combine this with an affordable

labour market and a young, ambitious population,
and Bangladesh has become one of the most
attractive manufacturing hubs and investment
destinations in the Asia Pacific region.
Room for improvement
Of course, as with any fast-developing emerging
economy, Bangladesh is not devoid of growing
pains. The government, though stable and certainly
moving in the right direction, could still do more to
encourage FDI and improve the business landscape.
A World Bank report released earlier this year cites
access to finance, corruption and instability as the
top three obstacles Bangladesh faces in its journey
towards becoming a middle-income country – all
of which have improved but remain challenging to
foreign businesses looking for opportunities.
Critics would argue that government policy
is not yet sufficient to encourage foreign
participation in the domestic market, in part, due
to some semblances of cronyism persisting at the
intersection between politics and the private sector,
according to some. Rumours of well-connected local
businesspeople advocating protectionist policies
in order to stem the potential inflow of foreign
companies, come as little surprise to many familiar
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with Bangladeshi politics.
But any bowing to local market pressure would
certainly be short-sighted. Indeed, friendlier
policy would play an important role in opening up
new avenues for Bangladesh in the international
markets, creating a more inclusive and competitive
environment, and helping the country continue its
rapid ascent up the development curve.

far costlier outlook for many of Bangladesh’s key
activities.
This is a necessary threshold to overcome, however,
and any adverse effects could perhaps be mitigated
by increased focus on economic diversification
in the country. Despite ostensible potential in the
pharmaceuticals and IT sectors, Bangladesh still
lacks the necessary infrastructure and focus to
diversify competitively into these industries.

Development dilemma
While it is any country’s ambition to grow its
economy, reduce poverty and unemployment,
and improve conditions and opportunities for its
population, ascending the curve could be regarded
as somewhat bittersweet. Achieving middle-income
country status would also mean forgoing the
not-insubstantial benefits afforded to low-income
nations that Bangladesh has enjoyed for quite some
time. The preferential market access granted by the
World Trade Organisation (WTO), for example, and
low-cost access to financing from institutions such
as the World Bank or the International Monetary
Fund (IMF), have contributed significantly to the
country’s economic growth over the past few
decades. Reducing access to these could mean a
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Even in the famed garment sector, Bangladesh
has fallen behind other global competitors, such
as Vietnam and China, due to its resistance to
opening up fully to FDI and its typically slow
response to changing market conditions and
innovation. For instance, Bangladesh has continued
to predominantly produce and export natural
fibres – despite the fact that approximately 75% of
clothes sold worldwide contain manmade fibres –
and has not yet taken steps towards expanding its
capabilities in synthetics. Consequently, Vietnam
has succeeded in overtaking the textiles giant by
arranging imports from China and investing in its
own raw material production capabilities in order to
capture a large market share.

Increased focus and political will towards
diversifying Bangladesh’s economic base could help
to compensate for shifting market dynamics, as well
as offsetting its reliance on exports for growth.
Territorial limits
Other challenges are more complicated and less
yielding, however. The transition towards a greener
economy, for example, is not something that
Bangladesh has been able to fully explore at this
stage in its development (albeit its persistent focus
on natural fibres could partly – and unintentionally –
pay off, if Bangladesh is able to exploit the demand
for more sustainable textiles as it increasingly comes
into fashion).
Green energy is expensive compared to more
carbon-intensive alternatives, and Bangladesh has
little possibility of developing such infrastructure incountry – with an unsuitable climate for wind power,
and not enough land to consider solar farms. Indeed,
in a country half the size of Germany, with double
the population size, green energy production would
mean sacrificing farmland and come at the cost of
feeding the population. While a surmountable issue
in the future, in the immediate term, such priorities

have not yet reached the top of Bangladesh’s
agenda.
The role of banks in supporting the country’s
imports and providing access to finance for local
financial institutions (FIs) has been invaluable during
Bangladesh’s accelerated development these past
few decades. Commerzbank, for one, has supported
trade with the country since 1972, and in 2012, set
up a representative office to provide on-the-ground
expertise and market access. Our local presence
has been a key enabler of our risk appetite and
support to clients operating in the country, and
its importance will continue to rise as the nation’s
requirement to diversify its funding base increases
as it reaches middle income country status.
That said, the local presence has already contributed
immensely, be it in supporting the operational
challenges of day-to-day business, advising
corporate clients looking to invest or do business
in the country, and, not least, in growing business
volumes significantly. A reliable FI partner, with
expertise in the country and the business landscape,
will likely continue to be essential as Bangladesh
moves forward in its promising trajectory.

.

15

Regional spotlight

The African Continental
Free Trade Area: a
potential engine for
regional integration
Kristina Holzhäuser
Regional Head,
Financial Institutions,
Africa

Kristina Holzhäuser, Regional Head, Financial Institutions, Africa at
Commerzbank, looks at the African Continental Free Trade Area (AfCFTA), which
was incepted at the start of this year, and explains how improved internal trade
networks could provide a timely boost to the continent’s growing economies.

Q

Why is regional integration across Africa
such a hot topic right now?

Kristina Holzhäuser: Intra-African trade remains
vastly underdeveloped, especially when compared
to other regions globally, yet has been identified as
an important potential driver for economic growth.
For the most part, African trade is conducted with
other continents, such as Europe and Asia, due to a
lack of established intra-regional trade routes.
Africa’s abundance of primary commodities (such
as minerals and agricultural products) attracts
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continued interest from developed economies, and
so dominates Africa’s exports to the rest of the
world.
At a time when infrastructure investments in Africa
are gathering momentum (to a large extent as
a result of the Chinese Belt and Road Initiative),
working towards overcoming barriers to intraregional trade and establishing a pan-African
regulatory trade framework is a logical and
important priority.

Q

What are the main barriers standing in the
way of intra-continental trade and what is
currently being done to improve the 		
situation?

KH: Tariffs have played a role here, but other
obstacles include infrastructure, credit access for
the private sector, the business environment and
burdensome trade logistics, such as customs and
trade regulations.
The idea of reducing tariffs and fostering regional
economic cooperation is not new in Africa. There
currently exists a network of 17 regional economic
blocs across the continent, but at present these
have not succeeded in boosting intra-regional trade
volumes significantly.

Q

What does the African Continental Free
Trade Area (AfCFTA) entail and how will it
impact tariffs?

KH: The AfCFTA seeks to foster intra-regional
integration by liberalising trade between countries
on the African continent, creating the largest free
trade area globally by number of countries. 54 out
of the 55 countries in the African Union have signed
so far (Eritrea being the exception). In trade of
goods, it has been agreed that 90% of tariff lines
will be gradually reduced to zero over a period of
five years (+five years for developing countries).
Tariffs on 7% of “sensitive goods” will be eliminated
within 10 years (+three years for less developed
countries), whereas tariffs on 3% of “excluded
products” will remain in place.

A permanent secretariat is hosted by Ghana and
will support institutional framework committees,
while decision-making powers lie with the
sovereign states. Existing regional economic blocs
in Africa will also remain in place.

Q

How is intra-regional trade expected to
benefit the African economy as a whole?

KH: The focus now is really on building an
integrated, industrialised and prosperous continent.
Overall, the AfCFTA’s impact on government
income will be marginal in the short term. Income
and distribution at the country level will vary
significantly, depending on the openness of each
nation.
Coordinated action to connect fragmented markets
can translate into comparative and competitive
advantages. For instance, countries can focus on
producing certain goods and services, and their
resources will naturally shift towards the most
efficient sectors, which should produce economies
of scale. The expected productivity gains can,
in turn, increase the returns on infrastructure
investments. The concept of "Industrial Parks and
Special Economic Zones" will become ever more
important and act as magnets for investors.

Q

How is the new agreement expected to
boost intra-continental trade and exports?

KH: Findings suggest that intra-regional trade in
Africa will grow, starting from a relatively low level.
For 2019, intra-African goods amounted to US$74
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billion. At present, exports are forecast to increase
to approximately US$300 billion in 2040.

as it enables us to efficiently cover the continent
and find solutions for our customers.

Under the new agreement, exports are estimated
to benefit from additional volumes ranging
between US$50 and US$70 billion. Industrial
goods are expected to yield the most benefit. This
sector currently accounts for 47% of intra-African

Q

Coordinated

action to
connect fragmented markets
can translate into
comparative and competitive
advantages.
exports. The share could increase to 60% in the
most optimistic scenario of additional exports in
2040. This indicates that expanding regional trade
and accelerating the process of industrialisation
are highly correlated. The development is likely
to further facilitate the creation of national and
regional value chains.

Q

What role do banks play?

KH: The banking sector plays an important role
in facilitating investment and trade within the
continent. Several major African banks have already
expanded to become pan-regional players. At
Commerzbank, we aim to partner with such banks
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What opportunities are likely to arise from a
non-African perspective?

KH: One possibility for immediate participation by
other areas of the world is, of course, foreign direct
investment (FDI). The elimination of tariffs should
further encourage investors to tap into the African
market.
Looking at trade, the immediate opportunities are
limited in the short term. Yet, for goods containing
African products, there may be the opportunity to
label them "made in Africa", thereby entitling them
to the associated advantages. Opportunities for
trade of non-African products should arise in the
medium and long term as a result of the improved
business environment as well as investment in
infrastructure.
Of course, there are also challenges, including
the shortage of foreign currency reserves, which
could further intensify due to costly infrastructure
investments and forecast commodity price
reductions.
There is the possibility that intra-African trade
could eventually replace imports from outside of
Africa, such as Europe. Africa’s negotiating power
in international trade could also strengthen due to
greater intra-regional collaboration and collective
market share.

.

Expert view

ISO 20022: taking
global payments into a
new era
Ingrid Weißkopf
Head Cash Services Advisory and
Product Management

Dr Roland Nehl
Programme Manager

As the ISO 20022 deadline approaches, the pressure for European financial institutions
to complete their migration to the new cross-border payments messaging standard is
ramping up. The vast benefits that ISO 20022 will confer are clear, but equally, so is the
intense preparation and investment required to implement the change at an organisational level. FI.News speaks to Commerzbank's Ingrid Weisskopf, Head Cash Services
Advisory and Product Management, and Dr Roland Nehl, Programme Manager, to get
their perspective on financial institutions’ progress towards meeting the November 2022
deadline and crucial pointers for an effective transition.

Q

What does the introduction of ISO 20022
mean for the financial services sector?

Roland Nehl: November 2022 will be a
watershed moment for the financial industry.
ISO 20022 will impact all financial institutions
(FIs) active in cross-border payments, as well as
market infrastructures and third-party vendors.
Payments networks within the global ecosystem
have historically been relatively closed off from
one another. But ISO 20022 will constitute a
common language for payments data across
the world; one that can connect networks,
territories and institutions. A universal standard
carries myriad benefits for FIs, including lower
operating costs, better fraud management, new

19

efficiencies, enriched data streams and a more
inclusive financial system.
Ingrid Weisskopf: The change is certainly muchanticipated among FIs. Having experienced rigid
and fragmented standards for quite some time,
we are now seeing a wholesale shift in attitude
across the industry, driven by a range of factors
– regulatory pressures, of course, but also client
expectations and technical advancements. FIs
recognise that ISO 20022 is a vital enabler – it
can connect existing payments systems in a more
efficient way and bring the industry into the next
generation. According to SWIFT, by 2023, ISO
20022 will account for the vast majority of high

value transactions, so it is essential that FIs – and
their corporate clients – get to grips with the
necessary changes in time for the deadline.

clearly strong political will to effect the change,
whether all FIs will be able to meet the November
2022 deadline remains to be seen.

Q

Something that should also not be forgotten is the
importance of educating, training and supporting
corporate clients regarding their requirements for
ISO 20022 – most notably around the importance
of inputting quality data. This is key to realising
many of the benefits under the new standard and
ensuring that it can work effectively for all players
in the ecosystem.

How ready are financial institutions across
Europe to meet the new standard?

IW: Different payments systems across the globe
have their own deadlines and approaches for
adoption. European FIs face particular pressure,
however, given the imminent deadline and the
triple “big bang” approach of both euro clearing
systems, European Central Bank (ECB) and EBA
Clearing’s, together with CBPR+ in the cross-border
space – as opposed to a more “phased in” method.

[ISO

20022] will open doors
to new digital possibilities in
the world of payments,
particularly in terms of data
application.

For these entities, November 2022 stands as a firm
compliance deadline, when all high-value payment
systems (HVPS) messages will be replaced by rich
ISO messaging thereafter. Euro clearing systems
will therefore be among the first to transfer fully to
ISO 20022 messaging.
Thankfully, looking at where many of our clients
were this time last year, I think progress is
extremely positive. FIs are moving forward with
their migration projects at pace. A project of this
significance requires immense preparation. But our
clients are aware of the requirements, can see the
challenges and, even though there are still elements
to be resolved, they are working on them actively.
RN: Progress is certainly strong but there is still
some way to go. While SWIFT does not provide
intelligence assessing market readiness, we do
get some reporting on the financial community’s
progress by the central banks in their respective
countries, including the ECB. Though there is

Q

What are the challenges of
implementing the new standard?

RN: The migration process is by no means an
easy road, but it’s difficult to point definitively to
universal challenges – it entirely depends on the
market, the timeline of the central bank in each
country, the domestic clearing system and each
individual organisation. In general, however, FIs
need to establish their own journey and how they
plan to execute it within their organisation. This
involves updating legacy systems, but also preempting the impact on other operational aspects
within their organisations, such as sanctions,
fraud, AML and client reporting. A key challenge
facing organisations is establishing how best to
structure and present information in order to
take advantage of the richer data ISO 20022 will
provide.
On a more macro scale, with countries and regions
globally migrating at different paces, this could
lead to complexities in the global payments
ecosystem, especially during the “coexistence
phase”, when migrated and non-migrated systems
– and old and new messaging standards – will be
working alongside each other in parallel.

Q

The coexistence phase will stretch between
November 2022 and November 2025. How
do you foresee this working in practice?

IW: This phase is potentially tricky, but
workarounds are being explored to bridge various
disparities until November 2025 when all FIs
globally should have completed the migration.
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During this time, there will inevitably be challenges
that will need to be coped with, and some FIs may
require more support than others to implement
the standard.
It is unlikely that SWIFT will extend the timeframe,
either. A large proportion of the market will
have already migrated during the first half of the
coexistence phase, and there is the perception
that if an FI takes too long to migrate, that
institution may somehow become “blocked” and
unable to participate effectively in the global
payments ecosystem. What’s more, it should
also be remembered that the pressure to adopt
new developments in the international payments
space is not only coming from SWIFT, but also
increasingly from regulators.
RN: I agree. There is the added incentive,
particularly in Europe, that if you do not adapt
to the developments, you will face compliance
issues. I think the nature of the market is such that
progress will be self-sustaining once the majority
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have migrated across to the ISO 20022 standard.

Q

Do you see ISO 20022 as a gateway to other
innovations and the adoption of other digital
solutions?

RN: Absolutely. It will open doors to new digital
possibilities in the world of payments, particularly
in terms of data application. This stage of ISO
innovation could be compared to the early days
of the internet, when everyone was questioning
how it would be used. Today, it’s quite clear that
the internet was one of the greatest revolutions
we have seen in the history of mankind. I believe
in five years’ time, we will look back at how
ISO succeeded in revolutionising the payments
industry and propelled the democratisation of
financial services.
IW: In the nearer term, I think it will be interesting
to see how the market and the standard cope with
the rise of digital currencies. With the ECB already
working on the digital euro, ensuring that ISO

20022 can evolve alongside such developments
will help future-proof the global payments
ecosystem. SWIFT has already started a working
group on digital currencies to assess how they can
be integrated into this vision, so watch this space!

Q

What advice would you give to any financial
institution concerned that they may not be
able to meet the impending ISO deadline?

IW: ISO 20022 is coming and it will become the
new normal – there is no way back. FIs therefore
need to move forward, striving to implement the
new standard in the cross-border payments space

by the end of the coexistence phase at the latest.
SWIFT is key when it comes to providing technical
support and assistance with readiness. Also
crucial to successful migration is communication.
Exchanging experiences, views, obstacles and
solutions with correspondents and vendors alike
will help FIs to cope with the challenges that lie
ahead. Certainly, we welcome the opportunity to
share our experience and plans to implement ISO
20022 with our FI clients in preparation for the
triple big bang in November 2022 and beyond.

.
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Expert view

Digitalising trade
finance with the
Marco Polo Payment
Commitment
Angela Koll
Senior Business Expert,
Trade and Supply Chain Finance

In an industry steeped in tradition, effecting change is no small feat. For trade finance, a
highly paper-based activity with a complex ecosystem comprising many counterparties
and different jurisdictions, this is certainly the case. But digital developments are gathering pace, and the emergence of distributed ledger technology (DLT) in recent years has
made new innovations possible. Angela Koll, Senior Business Expert for Trade and Supply
Chain Finance at Commerzbank, explains how the recently launched Marco Polo Payment Commitment (MP PC) is enabling trade finance to get digital – and why banks and
corporates need to get on board.

Leveraging technology to generate greater speed,
transparency and, of course, cost savings, has
become a key priority within trade finance. As
for client-centric organisations such as banks, all
change begins with the customer. The moment
clients start demanding new solutions, it becomes
a priority on which banks must deliver, or risk
losing the business. Yet to go one step further
and pre-empt this demand before the need
materialises is the true aim of innovation and
gives the competitive advantage to those that are
among the first movers.
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The Marco Polo Payment Commitment (MP PC),
launched in May this year, is one such innovation
within the trade finance space that both answers
clients’ immediate demands for digital solutions
and pre-empts the shifts that will no doubt shape
the market in the coming years. A pioneering
solution based on distributed ledger technology
(DLT), sitting between documentary trade products
and open account trading, the MP PC is already
revolutionising trade finance processes and can help
catalyse the long-awaited shift from paper to data.
The MP PC’s aims are simple: to create practical

efficiencies in the trade finance chain, to use the
corresponding data more efficiently to improve
client service and to take advantage of connecting
to other networks and platform solutions in the
trade finance space.
An enhanced process in the course of transition
In many ways, despite taking place in a digital
space, the process involved leans on the concept
of a letter of credit (LC) to mitigate payment and

What’s more, unlike many of its peers, the MP
PC provides a solution for both trade finance
and supply chain finance practitioners, uniquely
covering both payables and receivables finance
alongside its trade finance applications. And the MP
PC also opens the door to more than improvements
in protecting payments, offering financing, and
the monitoring and handling of capital flows. For
instance, incorporating GPS data into the network
to track the physical movement of goods is well
within the realms of possibility in the future.
Reservations persist

[The

MP PC] is a solution that
transcends territorial and
developmental limits.

country risk, albeit with far faster communication
between the buyer and supplier and the responsible
banks. After all parties have been onboarded,
the due diligence completed, and a programme
established between the parties, the buyer starts
uploading the purchase order data of the trade
transaction into the system. The supplier needs to
approve the data to set the conditions for later data
matching. At this point, the buyer’s bank provides
a conditional irrevocable payment commitment in
favour of the supplier, which is communicated via
the Marco Polo Network. After shipment of goods,
the supplier uploads the invoice and logistics
data to be matched against the agreed purchase
order data. An automatic data matching process
then takes place which, if successful, triggers the
conditional payment commitment to be converted
to an effective irrevocable abstract payment
commitment, obliging the buyer’s bank to effect
payment in favour of the supplier at maturity date.
Yet the potential of the MP PC goes far beyond
existing solutions in trade finance. As a network,
it has been created with the ultimate vision of
being connectable to other networks and platform
solutions, including eDocs, GPS tracking and
enterprise resource planning (ERP) systems. It
is a malleable tool that can bridge geographical
and jurisdictional gaps in trade finance, as well as
contribute to global priorities, such as supporting
sustainability efforts and development aid
programmes.

Historically, banks have been somewhat reticent
to move on from existing traditional products
like the documentary LC. For some, there was a
misconception that implementing the MP PC may
mean reduced volumes of business and revenues;
something that is simply not the case. In fact, the
MP PC offers a wide range of opportunities – for
trade finance but also for the open account space.
For other banks it has been a matter of resources
or mistrust in new technologies. Indeed, some initial
time investment is required to establish the MP
PC within an institution. And thereafter, it requires
some capacity from business experts with the
vision to see the initiative’s potential, who can take
ownership of the project and make it operable.
That said, the barrier to entry is low. No prior
knowledge of blockchain technology is required,
and all you need to access the network is an
internet browser, meaning that it is a solution
that transcends territorial and developmental
limits. Regulatory requirements, that differ from
jurisdiction to jurisdiction, are also surmountable.
Where physical documentation is required,
workarounds can be found, with PDF documents
provided via the network, for example. The security
element is also watertight, with all transactions
taking place within a closed and secured network.
Evidently, the main impediment to the MP PC’s
take-up remains the collective mindset among
banks and corporates – something that the
pandemic has begun to change, but remains a
factor.
Trust, of course, is key to changing this. Trust in
both the technology, and the vision itself. Sadly, the
Bank Payment Obligation (BPO) – in some ways
a form of protype for the MP PC – could be linked
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to a sense of reticence among some institutions to
adopt new, similar innovations in the trade finance
space. Arriving on the scene just before blockchain
really took off, there was a lack of take-up among
banks, and the BPO never achieved its full potential
in terms of revolutionising trade finance processes.
Yet it was a vital learning curve and serves as a
milestone for digital evolution in trade finance.
Engagement is key
At Commerzbank, we have sat at the forefront
of such developments over the past seven years,
and have witnessed first-hand the challenges and
setbacks in the journey towards digitalisation in
the trade finance industry. Such expertise has
been hard earned, but years of handling data
have prepared us well to spearhead the MP PC
and encourage participation among our clients
and partners. Indeed, the MP PC is a uniquely
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collaborative and symbiotic venture in which banks
and corporates must work together to achieve
optimal results through a network effect. And, as
could be expected within an industry reliant on
collaboration between multiple counterparties,
engagement by banks and corporates alike is
therefore key to the venture’s success.
The advantages the MP PC can bring to trade
finance are already substantial, and only set to
expand with time and take-up among industry
participants. Partnering with a bank that
understands the challenges and opportunities first
hand – that can help with the initial onboarding
and set-up, and can support from both a business
and a technical perspective – can enable banks
and corporates to tap this potential within their
own organisations and position themselves to get
the “first mover” advantage as new associated
innovations materialise.

.
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