Top Banks Benefit as Asian Corporates
Adjust to Trade War Impacts

2019 Greenwich Leaders: Asian Large Corporate Trade Finance

Large companies in Asia are turning to the biggest banks in the region for support as they navigate disruptions caused
by the U.S.-China trade war. In some cases, that means passing on lower-priced providers of trade finance and other
services to get access to big banks’ international networks and expertise—a trend that is likely to benefit the 2019
Greenwich Share Leaders®™ in Asian Large Corporate Trade Finance.

For the past decade, the story in Asian trade finance has been the same: New, aggressive providers have been flooding
the industry, creating a buyer’s market in which companies can shop for rock-bottom pricing. With the onset of global
trade wars, however, large Asian companies are realizing the value of premium service and advice—a shift that is likely
to benefit large banks with extensive networks throughout Asia and the rest of the world.

As recently as 2011, nearly half (46%) of large Asian companies used one of the market’s top five banks for trade
finance. As the business became more crowded and commoditized, that fell to just over a quarter (27%) in 2018. That
lost business flowed not to the market’s second tier of trade finance providers, but rather to a group of banks ranking
outside the top 20 in 2011. That group included local Asian banks, aggressive competitors from Japan and several niche
European providers—all of whom were forced to compete hard on pricing to win business.

TOP BANKS NOW GAINING CORPORATE RELATIONSHIPS IN TRADE FINANCE
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Note: Based on 281 respondents in 2011, 359 in 2013, 409 in 2014, 564 in 2015, 589 in 2016, 599 in 2017, 557 in 2018, and 606 in 2019.
Source: Greenwich Associates 2019 Asian Large Corporate Trade Finance Study

However, that seven-year losing streak for the biggest banks came to an end last year, as the share of large companies
reporting that they use at least one of these large providers for trade finance climbed to 29% from 27%.

What changed? Starting in 2018, companies began feeling the impact—or at least anticipating the impact—of the trade
wars. The large Asian companies participating in the Greenwich Associates 2019 Asian Large Corporate Trade Finance
Study say the U.S.-China trade war has already created a host of difficulties ranging from operational disruptions to
currency volatility, and new scrutiny from increasingly skeptical banks in critical functions like trade finance.
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In terms of operational challenges, large Asian companies say geopolitical tensions are increasing production costs,
limiting access to important markets and forcing them to realign supply chains. As one corporate treasury executive
explained, “Depending on the respective policies and regulations [coming from the U.S.-Sino trade war], we need

to make adjustments to our transactions. This would include altering our services, suppliers or even changing our
overseas ports of shipment.”

The wild currency swings triggered by the trade war are causing real disruptions. “Our company purchases raw materials
in USD (from Southeast Asian countries), which are then shipped to our facilities located in China for the manufacturing
process,” says one corporate official. “Since our business has exposure to FX fluctuations, the instability in exchange
rates impacts our cost of production.”

Finally, companies report that with the trade war in full swing, banks are imposing stricter requirements on Asian
companies. “KYC (know your customer) processes have become more rigorous as banks have become more cautious
and careful in evaluating risks,” adds one study participant.

Companies Looking to Key Banks for Help

Roughly half of the large Asian companies participating in our study said that they see geopolitical tensions impacting
their trade patterns/financing. Companies need help with these issues, and—although most companies use up to a
dozen banks, on average, for trade finance alone—they are turning to a handful of the region’s leading banks to get it.

While companies still name pricing and risk appetite as the top criteria they use in selecting a documentary trade
provider, these factors are increasingly viewed as “table stakes.” What differentiates providers is a bank’s ability to
provide higher-value service, like advice and support in supply chain management and other areas. One corporate
treasury official participating in the study said his company has chosen to use one of the region’s top five banks for
trade finance because, “They’re quite strong in Vietnam and our supply chains are shifting.”

This is a common theme. The new tariffs are forcing companies around the world to reroute supply chains. They are
also prompting many Chinese companies to seek locations for new production facilities and new customers for their
products. In all these cases, banks with broad networks can play an instrumental role in both finding the right locations
and partners, and helping companies finance and execute these changes. One study participant says his company was
drawn to a top five bank because, “We will need their ‘on the ground’ network as things change.”

Asia’s biggest banks recognize this trend and are positioning themselves to capitalize on it. Of course, possessing a
robust network across Asia is not enough. Banks must have the talent and internal processes to exploit their intra-
Asian and global networks to deliver value to their corporate clients in the form of advice, specific introductions and
recommendations, financing, and other forms of support.

All of the 2019 Greenwich Leaders in Asian Large Corporate Trade Finance have risen to that challenge in one way or
another. Indeed, when asked which banks they would most likely call on for cross-border referrals/account opening
if trade patterns continue to change, companies often cited HSBC, Citi, Standard Chartered, BNP Paribas, and DBS—
exactly the banks that make up the list of this year’s leaders.
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Greenwich Share and Quality Leaders — 2019

Overall
Greenwich Greenwich
Share Leader Quality Leader
2019 2019
Asian Large Corporate Trade Finance Asian Large Corporate Trade Finance Overall Quality
Bank Market Penetration Statistical Rank  Bank
HSBC 43% 1 BNP Paribas
BNP Paribas 40% 2 DBS Bank
Standard Chartered Bank 34% 3 HSBC
DBS Bank 31% 4T
Citi 30% 4T

Note: Based on 590 total respondents. Market penetration refers to the proportion of companies interviewed that consider each bank one of their trade finance
providers. Share Leaders are based on top 5 leading banks, including ties. Quality Leaders are cited in alphabetical order, including ties.
Source: Greenwich Associates 2019 Asian Large Corporate Trade Finance Study

The ability of these leading banks to leverage their strong network capabilities and deep relationships to help large
Asian companies deal with challenges posed by geopolitical events will become even more important if the trade war
persists and tariffs remain in place or even multiply. Given the seemingly low odds on a quick resolution to the standoff
between the United States and China, Greenwich Associates believes we are likely to see these global banks continue
to gain at the expense of local peers.

TRADE FLOWS

Global trade volume surged to what was probably a peak in 2018, as companies rushed to

get goods on the water in advance of tariffs. In fact, trade flows in Asia spiked 10% from 2017
to 2018. However, with the U.S. and China now engaged in a full-blown trade war, virtually
every possible indicator is pointing to a drop, and possibly even a collapse, in trade flows.
New export orders plummeted through the last three quarters of 2018 and fell off even more
sharply in the first half of 2019. Meanwhile, the WTO’s World Trade Outlook Indicator came
into the second quarter of 2019 at the weakest levels seen since 2010. Economic growth levels
are also slowing—at least in Europe and Asia.

Despite these negative trends, there is one important bright spot: Intra-Asian trade is
growing—maybe not rapidly, but it is expanding rather than contracting. There is no doubt
that some portion of this growth is driven by the efforts of Chinese companies and their
U.S. customers to get around tariffs by shifting some elements of production from Chinese
factories to facilities in Vietham and other countries and then exporting goods from there.

However, it’s likely that a considerably bigger portion of the growth in intra-Asian trade flows
can be attributed to the rerouting of goods away from the U.S. by Asian companies seeking
new buyers for their products. This trend was in place before the first tariff was imposed.
Economic development across Asia is creating new, local markets for goods produced in
China and elsewhere. By cutting into exporters’ profit margins on U.S. business, the tariffs
have accelerated this trend, fueling additional growth in intra-Asian trade.
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Digitization, Eventually

Large Asian companies say the demands of the mostly manual, paper-based processes used in trade finance are a real
pain point for their treasury departments.

TOP 3 PAIN POINTS IN TRADE FINANCE

Manual effort and paperwork required

0,
around contract creation 71%

Communication/Processing errors 40%

Prolonged payment/settlement 36%

Note: Based on 590 respondents in Asia, excluding Australia/NZ.
Source: Greenwich Associates 2019 Asian Large Corporate Trade Finance Study

About 40% of Asian trade finance contracts are still executed by phone, fax or in person. Approximately another third
of the business is conducted via e-mail, which ultimately represents nothing but a faster way of exchanging paperwork.

Only slightly more than a quarter of the business is executed digitally, online or through providers’ electronic platforms.
This share lags that seen in the U.S. and Europe in large part because of the fragmented nature of the “Asian” market,
which is really just an aggregation of separate country markets with their own regulatory regimes, compliance
standards and documentation requirements. Although regulators in Hong Kong and Singapore are working to create
standardized platforms for trade finance, these efforts are still mainly internal, with little cooperation between and
among jurisdictions.

Nevertheless, large Asian companies are optimistic. More than 80% of the corporate treasurers and finance managers
participating in the 2019 study see trade finance becoming more digitized. Respondents say digitization will have the
biggest and earliest impact in the area of documentation, followed by initiation of trade and payments/settlement.

Technology could potentially have a more sudden and disruptive impact on the business. Nearly 45% of study
participants say they have been approached by at least one bank about new trade finance solutions incorporating
APIs, fintech innovations and/or blockchain.

Banks are aggressively looking for ways to digitize the “paper-driven” nature of trade finance, and we are gradually
beginning to see more use cases in Asia. However, we are still far away from the “fully digital” scenario until we can
achieve the harmonization of standards and frameworks across different jurisdictions.
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Greenwich Share and Quality Leaders

Following is the complete list of Greenwich Share and Quality Leaders by region.

Greenwich Share Leaders — 2019
By Region

Greenwich

Share Leader
2019

Asian Large Corporate Trade Finance — China

Asian Large Corporate Trade Finance — Singapore

Bank Market Penetration Statistical Rank  Bank Market Penetration Statistical Rank
Bank of China 60% 1 DBS Bank 56% 1T
ICBC 49% 2T BNP Paribas 55% 1T
China Construction Bank 48% 2T HSBC 44% 3T

United Overseas Bank 40% 3T

Asian Large Corporate Trade Finance — Hong Kong

Asian Large Corporate Trade Finance — South Korea

Bank Market Penetration Statistical Rank Bank Market Penetration Statistical Rank
HSBC 53% 1T KEB Hana Bank 89% 1
BNP Paribas 50% 1T Shinhan Bank 72% 2

Kookmin 63% 3

Asian Large Corporate Trade Finance — India

Asian Large Corporate Trade Finance — Taiwan

Bank Market Penetration Statistical Rank  Bank Market Penetration Statistical Rank
State Bank of India 48% 1 Mega International Commercial Bank 69% 1
ICICI Bank 45% 2T Citi 47% 2T
HDFC 44% 2T DBS Bank 47% 2T
HSBC 44% 2T

Asian Large Corporate Trade Finance — Indonesia

Southeast Asian* Large Corporate Trade Finance

Bank Market Penetration Statistical Rank Bank Market Penetration Statistical Rank
Bank Mandiri 65% 1 HSBC 46% 1
DBS Bank 51% 2 BNP Paribas 40% 2
Bank BRI 43% 3T Standard Chartered Bank 37% 3
Bank Central Asia 39% 3T

Asian Large Corporate Trade Finance — Malaysia

Bank Market Penetration Statistical Rank
Malayan Banking Berhad (Maybank) 59% 1T
HSBC 52% 1T
BNP Paribas 44% 3T
Citi 37% 3T

Note: Based on 590 total respondents (111 in China, 64 in Hong Kong, 128 in India, 49 in Indonesia, 26 in Malaysia, 55 in Singapore, 64 in South Korea, 45 in Taiwan,
and 124 in Southeast Asia). Market penetration refers to the proportion of companies interviewed that consider each bank one of their trade finance providers.
Leaders are based on top 3 leading banks, including ties. *Region includes Indonesia, Malaysia, the Philippines, Thailand, and Vietnam.

Source: Greenwich Associates 2019 Asian Large Corporate Trade Finance Study
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Greenwich Quality Leaders — 2019
By Region

Greenwich

Quality Leader
2019

Asian Large Corporate Trade Finance Overall Quality — China

Asian Large Corporate Trade Finance Overall Quality — Singapore

Bank

Bank

Citi
DBS Bank
HSBC

BNP Paribas
DBS Bank
HSBC

Asian Large Corporate Trade Finance Overall Quality — Hong Kong

Asian Large Corporate Trade Finance Overall Quality — South Korea

Bank

Bank

BNP Paribas

BNP Paribas

Asian Large Corporate Trade Finance Overall Quality — India

Asian Large Corporate Trade Finance Overall Quality — Taiwan

Bank

Bank

DBS Bank
HSBC
Standard Chartered Bank

Citi
DBS Bank

Asian Large Corporate Trade Finance Overall Quality — Indonesia

Southeast Asian* Large Corporate Trade Finance Overall Quality

Bank

Bank

DBS Bank

Asian Large Corporate Trade Finance Overall Quality — Malaysia

Bank

Quality evaluations did not yield statistically differentiated banks for
this category.

BNP Paribas

DBS Bank

Standard Chartered Bank
HSBC

Note: Based on 590 total respondents (111 in China, 64 in Hong Kong, 128 in India, 49 in Indonesia, 26 in Malaysia, 55 in Singapore, 64 in South Korea, 45 in Taiwan,
and 124 in Southeast Asia). Leaders are cited in alphabetical order, including ties. *Region includes Indonesia, Malaysia, the Philippines, Thailand, and Vietnam.

Source: Greenwich Associates 2019 Asian Large Corporate Trade Finance Study
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GREENWICH EXCELLENCE AWARDS

The 2019 Greenwich Excellence Awards identify the top-ranked banks in a series of product and
service categories. Winners are determined by receiving a statistically significant portion of “Excellent” ratings
from their large corporate trade finance clients in Asia.

201719 Greenwich Excellence Awards for

Asian Large Corporate Trade Finance
Among More Than 180 Banks Evaluated, 6 Have Distinctive Quality

Greenwich
Excellence

2019

Digital Platform Speed of Error Correction Error-Free Execution
Citi * Bank of China
HSBC
Effectiveness at International Network Quality of Advice
Reducing Paperwork Breadth BNP Paribas
* Citi DBS Bank

HSBC

Standard Chartered

Advisory of Working Capital Ability to Match Products and
and Supply Chain Solutions Services to Customer Needs
* BNP Paribas

Note: Based on interviews with 590 Asian corporates actively using trade finance.
*Performance evaluations did not yield statistically differentiated providers.

Consultants Gaurav Arora and Winston Jin specialize in corporate and transaction banking in Asia.

METHODOLOGY

Based on 590 interviews with corporates with annual revenues of $500 million or more, across China, Hong Kong, India, Indonesia,
Malaysia, the Philippines, Singapore, South Korea, Taiwan, Thailand, and Vietnam. Trade finance interview topics included product
demand, quality of coverage and capabilities in specific product areas.

7 | GREENWICH ASSOCIATES


https://www.greenwich.com/member/gaurav-arora

© 2019 Greenwich Associates, LLC. All rights reserved. Javelin Strategy & Research is a subsidiary of Greenwich Associates. No portion of these materials
may be copied, reproduced, distributed or transmitted, electronically or otherwise, to external parties or publicly without the permission of Greenwich
Associates, LLC. Greenwich Associates, Competitive Challenges’, Greenwich Quality Index, Greenwich ACCESS™, and Greenwich Reports' are registered
marks of Greenwich Associates, LLC. Greenwich Associates may also have rights in certain other marks used in these materials.

The Greenwich Quality LeaderSM and Greenwich Share LeaderSM designations are determined entirely by the results of the interviews described above
and do not represent opinions or endorsements by Greenwich Associates or its staff. Such designations are a product of numerical scores in Greenwich
Associates’ proprietary studies that are generated from the study interviews and are based on a statistical significance confidence level of at least 80%.
No advertising, promotional or other commercial use can be made of any name, mark or logo of Greenwich Associates without the express prior written
consent of Greenwich Associates.

GREENWICH

DATA | ANALYTICS | INSIGHTS

greenwich.com ContactUs@greenwich.com Ph +1203.625.5038 Doc ID 19-4023


https://www.greenwich.com/
https://www.greenwich.com/
mailto:ContactUs@greenwich.com



