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An interview with Daniel Schmand  – global  head of trade finance at Deutsche Bank and 
chairman of the banking commission at the International Chamber of Commerce. He talks 
to Financial World about some of the trends in trade finance

An open account 

The headlines are full of trade wars; of how central 
banks in developed markets struggle to spur growth 
even with negative interest rates; and how big tech 

looks set to conquer retail financial services. Financial World 
steps back to take a look at what is happening in trade 
finance – the ultra-dependable, bank-led underpinning of 
global commerce – in an interview with Daniel Schmand. 
(His full title is: global head of trade finance & lending 
and head of corporate bank EMEA, ex Germany & UKI, at 
Deutsche Bank, and chairman of the banking commission at 
the International Chamber of Commerce.)

Digitalisation of trade finance – why is it still a  
work in progress?

If you want to fully digitalise trade finance, the entire 
ecosystem needs to be geared up to support it. For example, 
in most jurisdictions, including Germany, you currently need 
paper-based evidence at trial. Then, in a lot of emerging 
markets, customs officials still use rubber stamps. The day 
rubber stamps cease to exist, we will be in a digital world. That 
day will come, but reaching agreement on the way forward, 
between 183 countries, with multiple parties in each, who can 
have many bilateral and multilateral agreements, is not easy. 
Most of the talks focus on the technology, but distributed 
ledger technologies are here. The cloud is here. What we need 
is a proper use case and a business model for the technology. 

I am not that obsessed about whether we use blockchain, 
hyperledger or route it all through outer space, any more 
than I really care about how the gearbox of my car works. I 
care about the use case and how to apply it. For the business 
community, the technology just needs to work – flawlessly, 
with no outages and no breakages. 

Why do some jurisdictions still use rubber stamps?

Would it be economically much more efficient to do away 
with the rubber stamps? Absolutely, yes. Can you afford to lay 
off twenty thousand people in emerging markets? That is a 
very different question. That rubber stamp is held by a human 
being. What is interesting is that, though many emerging 
markets use a rubber stamp for customs, they all use mobile 
payments systems like Alipay or M-Pesa internally. It is just 
much easier to build a digital system on a greenfield than it is 
to take a traditional banking system and digitalise that. 

Tech platforms, trade finance and regulation: what 
role will the platforms play?

Is it important for trade finance to work with large retail 
platforms and other big tech platforms? Absolutely. They 
connect SMEs. If we help them with a trade finance solution, 
that makes the platform even more attractive. That is not 
a threat to banks – it is a huge opportunity. Platforms are 
enablers. But if you do not have the underlying ecosystem in 
place it can be hard for the platform to be trusted, as they are 
vulnerable to misuse. 

It is in the interest of all platform owners to self-regulate, but 
external regulation is what would really enable them to work 
as businesses. Regulation would help to bring confidence and, 
if platforms are operating a financial services business, they 
should be regulated like any other financial services business. 

Trade wars and supply chain finance

Even in trade wars, trade flows usually find a way. Are 
trade wars good? Absolutely not, but they often mean that 
trade just takes a different route. What is bad for China, for 
example, can be good for Vietnam. 

Supply chain finance is the fastest-growing part of the trade 
finance business. Traditional trade finance is stable, rather than 
shrinking. However, in markets affected by trade wars we do 
see more demand for the traditional trade finance instruments. 
When economies are not bright and shiny, there is a lot of 
focus on keeping capital liquid, which means people can still 
be drawn to open account.

The Trade Information Network and open account 
financing for SMEs
The Trade Information Network (TIN) aims to address the 
unmet demand for financing earlier in the supply chain by 
helping corporates communicate trade information directly 
with the banks of their choice. In order to develop a new 
industry standard in trade finance, the TIN has validated its 
approach with extensive corporate and bank engagement. 
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The TIN clearly has the potential to transform international 
trade. In addition to the seven founding banks, more than 
20 additional banks from around the world are actively 
participating in developing the TIN and it is now in launch 
mode with the first customers.  

We want to keep the platform as attractive as possible for as 
many businesses as possible so, technically, it could handle 
a transaction for a single euro cent. Of course we have to 
ask ourselves if it makes sense to run orders of a size that 
small. That said, the handling costs should be irrelevant to 
the decision to use the platform as it will be closer to what is 
charged for payments. That is the proxy. Also, funds should be 
exchanged on an instant basis once all the necessary checks 
have been carried out. 

Artificial intelligence in trade finance

At Deutsche Bank, we have AI carrying out optical character 
recognition (OCR) and intelligent data recognition (IDR). 
Intelligent scanning enables us to digitalise paper documents. 
As things stand, the machine can deal accurately with around 
82 per cent of the information it encounters. When the AI 
started out, a rubber stamp or a logo on an invoice were just 
“data noise”. Once it started training, it could insert them into 
a logical system. Equally, it struggled at first with the references 
on an invoice because they can be anywhere on the page. 
Now, it knows how to find them. 

Correspondent banking and the ‘trade finance gap’

The trade finance gap is a dilemma. Banks take a risk-based 
and economic approach in deciding whether to maintain 
certain correspondent banking relationships or not, so closing 
the gap also depends on the efforts of countries themselves 
to deal with problems like corruption. Banks can police what 
flows over their networks, but sorting out the fundamental 
issues comes down to the jurisdiction concerned. I share the 
concerns regarding correspondent banking, but the question 
is how to solve it. As an example, rules like the International 
Chamber of Commerce’s UCP 600 (‘uniform customs and 
practice for documentary letters of credit’) work because 
they are accepted by everyone internationally. The Wolfsberg 
Standards – which are frameworks and guidance for managing 
financial crime risks such as money laundering and financing 
terrorism – are a practical way to solve some of the problems, 
but not all of them.

Changes in the regulation of trade finance

The level of dialogue and understanding between trade 
finance banks and regulators has improved. It is not perfect, 
but there is a good dialogue and an open dialogue. In 
particular, working through Basel 3 and Basel 4 has intensified 
an open discussion over the past 24 months. There is now a 
much better understanding of how important trade finance 
is in fostering prosperity and that over-regulation can have 
unintended consequences.

Sustainability

Sustainability is very close to my heart and very important for 
Deutsche Bank. We work with a lot of banks and clients on 
the taxonomy for sustainability and on getting the tracking 
and tracing right. Some things are clear and easy, such as 
financing wind farms and solar panels. Others are a harder 
call. We have, for instance, been financing using flare gas on 
oil fields to generate electricity. Would solar power be better? 
Yes, it would. But that would not solve the question of what 
you do with the flare gas in the oil industry. It is clearly better 
to use it to generate power than to just burn it off. Banks need 
to be very clear and very mindful, about the whole carbon 
footprint, industry by industry, end to end, and not just look 
for superficial wins. 

European countries have been behind driving the massive 
change in awareness of sustainability and, in particular, young 
people are very much on board. This new awareness can 
lead to binary decisions for businesses. But if something is 
not sustainable, at some point, a firm may find that it has no 
buyers any more. 

As told to Ouida Taaffe who is the editor of Financial World
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