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By Beatriz Reguero, COO State Account, CESCE
2019 has marked the 85th anniversary of the
Berne Union – a milestone achievement, and
a testament to the vitality of our industry
that, not only are we still here, protecting
against many of the same risks, but we have
also grown, in size, sophistication and impact.
Apposite that as of today we have 85 Member
organisations from across the world – one for
each year of the Berne Union’s rich history!
In the Berne Union’s Autumn Yearbook
publication, I wrote that the theme for
this year has been ‘uncertainty’. I also
commented that in many ways this is exactly
what our industry exists to deal with: The
uncertainty of payment exporters face
when dealing with new buyers, entering
new markets, or coping with unfamiliar and
unpredictable political risks. Understanding,
pricing and managing these risks is exactly
what insurers of export credit and political
risk do, and exactly what our credit and
country risk analysts have spent their
careers perfecting.
But underneath these individual risks,
there are larger forces at work – those ‘mega
trends’ which push and pull to shape the
underlying fabric of trade, and to change
the very rules of the game we are engaged
in. These trends are also something we pay
attention to within all of our organisations.
But they are universal, and the clearest view
on such things comes not from a single
view point, but from across the industry.
If understanding risks is the specialism of
insurers, understanding these ‘mega trends’
is surely the specialism of organisations like
the Berne Union.
I’m delighted to have been a part of
the Berne Union’s unique and stimulating
discussion addressing these trends – built
around themes of technology, ideology and
the environment – along with colleagues from
across the trade and export finance industry.
A brief summary of this fascinating discussion
is the cover story for this month’s newsletter.
One of the main contributions the Berne
Union can make to exploring these trends
is by providing visibility on the industry
through sharing our business data. In the
following pages we publish the first look at
our aggregate industry data for the first half
of 2019. In this case the data confirms my

earlier sentiments: the
prevailing uncertainty
means that we have
seen stifled growth
in new business,
reflecting poor growth
in trade. Claims have
also continued at their
elevated plateau of the
last 4 years. Despite
Beatriz Reguero
this, the industry is
stable and we are on
course to cover a significant portion of world
trade, similar to the ~13% in 2018.
Where will these trends take us in the
coming year? We have some suggestion in
a guest article this month, written by Glen
Hodgson, Chief Economist of International
Financial Consulting Ltd. In his article Glen
explore the economic fundamentals affecting
the trade environment as we head into 2020,
underpinned by continued policy risks and
economic structural changes. He forecasts an
increase in financing gaps – and important
role for ECAs and insurers to help build risk
appetite to fill these – but also highlights
the need for the industry’s governance
architecture to keep pace with the shifting
patters of trade, finance and risk which we
are all compelled to adapt to.
Another function of the Berne Union –
and one of the primary objectives of my
presidency – is to support the transfer of
knowledge from one generation of industry
professionals to the next. To that end, I am
delighted that we can highlight here some
of the work of young and rising leaders
of our community. An introduction to the
work of our ‘Young Professionals’ initiative,
explained by the core team developing this;
the publication of the runner-up entry to our
scholarship essay competition earlier this
year (Burak Alp Arslan, of Turk Exim), and an
academic paper on the legal nature of buyer
credit insurance and guarantees, by King’s
College London PhD Candiate, and internship
research, Cheng Lin.
All in all, we are the Berne Union are
pleased to share with our friends and
contacts across the industry what we hope
are some interesting and stimulating pages
of reading to kick off 2020! n
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Mega-trends in trade
By Paul Heaney, Associate Director, Berne Union

On 10th December the Berne Union, in
celebration of our 85th anniversary, hosted
an intimate roundtable discussion on ‘megatrends’ in technology, the environment and
ideology, examined through the lens of trade.
These themes are some of the most
powerful drivers behind long-term
developments in international finance and
the discussions served to highlight the
common influence between trade finance,
credit insurance, and the wider socio-political
and economic environment.
What follows is a broad summary of
the themes tabled for discussion and an
account of the key points of discussion
arising amongst the panel and audience
participants.

Technology Change

2

‘Technology’ is barely a theme in its own
right these days, so ubiquitous is its
embeddedness across all human activity.
Digital technology is the very fabric of
information, communication, computation,
and security while physical technology
delivers innovations in productivity, efficiency
and customisation.
For the trade finance and credit insurance
industry, the reach of technological change
is felt directly as a generator of data and as a
disrupter of processes, as well as indirectly as
a driver of business through changing capex
activity in tech-focused projects.
Credit is the most analysed risk in the
world and advances in data-capture,
modelling and analytics can help us to
understand our business in more detail,
identify trends, improve efficiency and
make better decisions. Currently available
technology can enable huge improvements
in market transparency and deliver faster and
more efficient interaction between buyers
and sellers.
But while future trade is inevitably
trending towards greater digitalisation it’s
not always clear exactly which problems we
are using this to solve, and who is supposed
to be the ultimate beneficiary.

Where will
disruption come
from?
Fintech and insuretech
start-ups and various
applications of
blockchain / DLT
are everywhere at
conferences, trade
shows and in the
Paul Heaney
media. There are
plethora of new
systems and platforms coming on line and
both trade and insurance are seen as prime
targets for the application of this technology.
The preponderance of available platforms
under development to trade or insure
financial assets and risk is in itself a huge
challenge. The creation of a successful and
sustainable digital ecosystem for trade
requires buy-in, cross-compatibility, sharedgoals and coordination across a significant
chunk of the industry.
Self-distribution is challenging, demanding
huge amounts of investment and patience
and, crucially, needs to be targeted at client
needs, rather than in expectation of direct
return on investment.
We will be trading digitally in the future.
It may not yet be clear exactly how, but it is
inevitable. If this is not recognised internally,
a new entrant could capitalise and blow
things wide open. The market is really quite
opaque, and the industry currently benefits
from this. With the huge amount of data
generated and collected, this is ripe for
disruption from e.g. big tech companies who
specialise in the exploitation of data and in
direct concert with the end users.

Which problems are we solving? And
for whom?
It is important to distinguish between
technology as a means of streamlining
processes or as an enabler of understanding
risks versus the idea that it can automate
individual transactions.
While some areas of trade finance and
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Environmental Change
The imperative to address the accelerating
deterioration of our natural environment
has in recent years become one of the
most prominent subjects of discourse in
mainstream media, politics, and business.
There is an increasing consensus of
recognition that environmental risks give
rise to huge impacts on all spheres of human
endeavour and well-being; that they have a
direct impact on financial risk, on political
risk and indeed ultimately pose an existential
risk.
Changing societal attitudes and
government policies driven by these
considerations will have a huge impact on
international finance and insurance. At the
same time, the business environment itself is
changing as it adapts to new innovations and
different risks arising.
A huge portion of the global economy,
and by extension insurance and finance,
is still based on hydrocarbons. Despite

considerable increases in renewable energy
production, growing demand means that
fossil fuels are set to continue to provide by
far the largest portion of the world’s energy
for at least the next 25 years.
There is a certain tension in these trends,
and it presents a significant challenge to
financiers and insurers of trade who need
to contemplate how to best adapt to a
combination of attitudinal and structural
changes which will directly impact future
export patterns. ESG requirements, and
perhaps even regulations.
In many respects, the financial sector
faces a choice as to whether to act on its
own or await regulation.
Acting independently has the advantage
that the industry can proactively develop
plans and strategies which meet the needs of
the sector, its clients and policy makers.
On the other hand, while overregulation is
not desired for the industry there are some
aspects where a more formalised approach
could be required. Classification, for
example, of what constitutes a green / social
product or transaction requires some kind
of standardisation, especially if regulatory
incentives (e.g. lower capital requirements)
were to be offered in promotion of
sustainable projects. Enabling the industry
to respond to environmental imperatives
requires flexibility in rules in order to avoid
unintended consequences; the creation
of stranded assets or a dearth in available
project finance.
Many institutions of all sorts are
introducing more robust policies with
respect to ESG. This is in part driven by
the sentiment that these are important
issues of collective responsibility, but it also
increasingly seen as critical to long term
corporate strategy. Financial institutions are
under huge pressure from advocacy groups
and NGOs, for example over support for
coal-related projects.
The real sea-change here is coming from
the new generations of consumers, voters,
and indeed employees whose attitudes and
actions will continue to shift the course of
the businesses they support. The industry

There is an increasing consensus of recognition that
environmental risks give rise to huge impacts on all
spheres of human endeavour and well-being; that they
have a direct impact on financial risk, on political risk
and indeed ultimately pose an existential risk.

EXPERT ANALYSIS

credit insurance are well suited to a fintech
approach, significant parts of the market
still have not been proven as obvious
applications for this. Export finance is one
area where it may not necessarily offer the
best solutions. Every loan agreement and
project is different and it is difficult to see
how the substance of the transaction could
be taken out of human hands.
Back-office operations on the other hand
can certainly benefit from technology for
smoothing and improving everything from
documentation processing to KYC and riskmodelling.
As with other industries and applications,
it is clear that technology can power just
about anything, but at the same time, there
are always elements which seem to be
inseparable from human insight, reasoning,
experience and creativity, and it is important
that we don’t lose sight of this.
In addressing this the key questions might
well be: What is the role for human insight in
a big data world? Do humans have a ‘feel’ or
entrepreneurial spirit that AI does not? Are they
better at identifying the ‘right kind of risk’?

3
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needs to remain adaptable and attuned to
understand where future growth markets will
come from.

Ideological Change

4

Beyond its huge economic impact, the
global financial crisis of 2008-2009 has had
a profound and lasting effect on political
and social stability, trade and finance across
the globe. In the decade since, there has
been a notable rise in political-populism and
a decline in technocracy, orthodoxy and
multilateralism across the board.
The forces of globalisation – advancing
technology, economic growth and
unprecedented stability, supported by broad
international cooperation and multilateral
institutions – are now being challenged
by a slipping of the established order,
divergent vested interests and realignment
in various spheres of interest. The result is
a world which appears in many ways more
fragmented than a decade ago and one in
which trade, economies and currencies have
become ‘weaponised’ to serve ideological
interests – both in terms of tariff and nontariff barriers. Politics has once again become
a more important factor than economics,
introducing a ‘new normal’ to our world view.
A potential outcome of this challenge
to globalisation is that we begin to see
a contraction of supply chains and a
polarisation of economic focus, shifting
from global to regional and local hubs.
These trends can also be supported
by technology, which in some respects
facilitates a reimagining of manufacturing
requirements and promotes ‘re-onshoring’
and ‘re-regionalisation’ of some functions
and processes. (think of developments in 3D
printing, for example).
These trends and the ‘new normal’ they
represent present a huge challenge for the
institutions of trade and multilateralism,
including members of the Berne Union, and
indeed the Berne Union itself. We are already
seeing changing patterns in terms of what
is financed or insured as well as how this
is done. The themes of this discussion and
the risks and opportunities they represent
are beginning to coalesce and exert mutual
influence and financing for areas such as
fossil fuels, aviation, sensitive technologies
etc. will also evolve in line with the nature of
the risks.
Adapting to this environment will likely
be an on-going challenge for financial
institutions as they strive to the inherent

The forces of globalisation
– advancing technology,
economic growth and
unprecedented stability,
supported by broad
international cooperation
and multilateral institutions
– are now being
challenged by a slipping
of the established order,
divergent vested interests
and realignment in various
spheres of interest.
conflicts between these new ideologies
and old commercial interests. Even more
so, perhaps, for the legal and regulatory
frameworks they operate in.
The Berne Union is an avowedly
non-political professional organisation,
with no regulatory role. But its breadth
of representation across public ECAs,
multilateral organisations and private insurers
from across the world, givens it a unique
vantage point in observing and influencing
these trends. By encouraging the adoption
of sound principles and standards and
facilitating the development of these directly
amongst the export finance community,
the Berne Union can play a leading role in
determining how the industry adapts itself to
these future challenges.
First and foremost, through the collection
and dissemination of detailed industry data,
expert knowledge and best practice, the
Berne Union remains the primary resource,
custodian and monitor of industry trends in
both short and long-term time horizons.
A huge thank you to all those who
participated in our evening roundtable
seminar and 85th anniversary drinks.
Especially the panellists: Beatriz Reguero
(Berne Union & CESCE), David Neckar (Willis
Towers Watson), JF Lambert (Lambert
Commodities), Jonathan Joseph-Horne
(SMBC), Peter Sprent (Liberty), Rudolf
Putz (EBRD) and moderator: Nick Redman
(Oxford Analytica).
The Berne Union will hold a follow-up
series of intimate seminars throughout 2020,
with details announced via our website at
www.berneunion.org n
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International Union of Credit and Investment Insurers

Business trends and statistics from the export credit and investment
insurance industry for the first half of 2019

Executive Summary
This report is focused on data reported for
the first half of 2019. Data on short term
turnover covered is only collected for year
end reports, and for this report we therefore
only include stock data for short term
commitments outstanding, and not the total
trade supported. Other business lines report
both exposure (stock) and new cover (flow)
data for the first half of the year.
l In the first half of 2019, Berne Union
Members reported a declining volume of
new commitments alongside an overall
21% increase in claims paid, relative to
the same period last year. Members
indicate a challenging trade environment,
characterised by uncertainty fuelled by
exacerbated by negative trade policy and
deteriorating macro-economic conditions.
l Insurers of short-term trade credit (ST)
reported USD 1.7 trillion aggregate credit
limits issued at the end of June – no real
change since the end of 2018, reflecting
a lack of growth in underlying trade
volumes.
l Insurers of medium and long-term export
credits (MLT) reported a significant 27%
drop in new commitments, compared
to 2018: USD 59 billion in new cover and
lending in the first half of the year. This
is most pronounced in a 48% decrease
in new commitments towards corporate
obligors, largely located in North America
and ASEAN. Exports of capital goods have
suffered due to investment uncertainty,
financial constraints on emerging

DATA AND STATISTICS

Berne Union
industry report 2019 H1

economies and a decline in the number
of ‘mega-deal’ project transactions
materialising in pipelines since last year.
l E
 CAs have reported an increase in loan
exposure, but this is still a small part
of the overall business, at just 3% of
commitments outstanding.
l U
 SD 27 billion in new cover of Political
Risk Insurance (PRI) is a 50% increase
relative to 2018 H1. The size of the increase
is heavily influenced by the investment
portfolio of a single large member. PRI
providers in general have indicated a
modest increase in demand / enquiries
for this product and expressed a robust
appetite for selected risks.
l B
 erne Union members paid just over USD
3 billion in claims for the first half of 2019,
1.5 bn for MLT, 1.3 bn ST and the rest PRI.
Overall this is 21% up on the first half of
2018.
l In ST business, Latin America and Europe
saw the largest % increases in claims
payments. North America was the only
region not to see an increase in claims/
exposure ratio. Latin America dominates
MLT claims by any measure. Along with
SubSaharan Africa it saw the biggest %
increases.
l N
 otable in MLT business is the continued
increase in political claims (as opposed to
commercial nonpayment) which, although
still only accounting for 31%, have risen
steadily from just 10% in 2016.
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Commitments

2019 H1 Report

Commitments

Outstanding Commitments 2019 H1
Export and Cross Border Credit
Total

Insurance

USD 2.62 tn *

Lending

USD 2.56 tn

14 bn / 24%
vs 2018 H2

USD 78 bn

103 bn / 4%
vs 2018 H2

Lending

Insurance
1,711,814

67%

84%
65,497

58,259
177,080

299

2%
7%

16%

12,125

24%

0

617,003

Export Credit (ST)

Export Credit (MLT)

Investment / PRI

* Total adjusted for double count where
reported lending is also insured by ECA

Other Insurance, Guarantees and Lending
Additional Products

Gen. Cross-border Cr

Other Commitments

USD 132 bn

NEW DATA

37%
43%

43%

Bond Insurance

49bn / 37%

Bonds Issued

3.9bn / 3%

Internationalisation

22bn / 16%

Sole Manufacturing Risk

0.86bn / 0.7%

Pre-paid delivery

0.48bn / 0.4%

Working Capital

57bn / 43%

Overall Mix of Commitments

84%

6

Export credit
insurance

8%

Investment and
untied cross-border
insurance

3%

Export credit and
untied lending

5%

Other products
inc. domestic
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Commitments

2019 H1 Report

Commitments

MLT Export Credit, Untied Cross Border Credit and Investment / PRI*
Total

Insurance
14.4 bn / 13%
vs 2018 H1

USD 96.6 bn

Lending
15.7 bn / 15%
vs 2018 H1

USD 86.9 bn

USD 9.6 bn

1.3 bn / 16%
vs 2018 H1

DATA AND STATISTICS

New Commitments 2019 H1

52,685

55%

2,864

7%

6,783

Export Credit Insurance (MLT) 52.7 bn / 54.5%

7.5%
28%

7,228

27,031

Other Cross Border Insruance

7.2 bn / 7.5%

Investment / PRI

27 bn / 28.0%

Export Credit Lending

6.8 bn / 7.0%

Other Cross Border Lending

2.9 bn / 3.0%

16%

15%

Increase in new
lending

decrease in new
insurance cover

Paid likes
Other Insurance, Guarantees
and Lending

Additional Products

* Short Term turnover covered is only
reported annually at H2

Other Commitments

USD 24 bn
11%
7%

76%

Overall Mix of New Commitments

94%

Export credit
insurance

3%

NEW DATA

Bond Insurance

1.7bn / 7.1%

Bonds Issued

0.8bn / 3.4%

Internationalisation

2.6bn / 10.8%

Sole Manufacturing Risk

0.6bn / 2.6%

Pre-paid delivery

0.08bn / 0.3%

Working Capital

18.2bn / 75.7%

- includes estimated ST Turnover

Investment and
untied cross-border
insurance

1%

Export credit and
untied lending

2%

Other products
inc. domestic
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Commitments

2019 H1 Report

Commitments

Distribution
Public and Private Share Per Business Line

73%

82%

80%
8%

27%

15%

Short Term

11%

Medium / Long-Term

Investment

ECA: USD 456 bn (27%)

ECA: USD 49 bn (82%)

ECA: USD 21.7 bn (80%)

Multilateral: USD 1 bn (0.06%)

Multilateral: USD 1.7 bn (3%)

Multilateral: USD 2.2 bn (8%)

Private: USD 1,256 bn (73%)

Private: USD 8.9 bn (15%)

Private: USD 3 bn (11%)

Comparing MLT New Commitments

Comparing PRI New Commitments

Comparing ST Commitments Outstanding

73%

80+%

Private Insurance
dominates ST

ECAs dominate
in MLT / PRI

Trends in ECAs' Reinsurance of MLT Commitments

13%
ECA MLT commitments
reinsured in 2019 H1

90000

from just 9%

80000

in 2014

reinsured by
private market

USD millions

70000
60000
50000
40000

21.9 bn
absolute increase

USD 54bn
reinsured by private market
and multilaterals

30000
20000

from 26.6 bn

10000
0
2014

8

in 2014

2015

2016

Inward Reinsurance

2017

2018

Outward Reinsurance

2019 H1

more than 100%
absolute increase
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Commitments

2019 H1 Report

Commitments
DATA AND STATISTICS

Share of World Trade
Compared with WTO Data on World Exports

Berne Union Export Credit New Commitments
and World Merchandise Exports

Export Credit (ST)
Export Credit (MLT)
BU Total Trade Supported
Merchandise Exports (WTO)

USD 2,237 bn

Short Term Turnover Covered

USD 193 bn

MLT Cover Provided

USD 2,430 bn

New Commitments in 2018

168 bn / 8%
vs 2017

16 bn / 9%
vs 2017

184 bn / 8%
vs 2017

12.5%
Total World Cross
Border Trade
in 2018
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Commitments

2019 H1 Report

Commitments

Geographic Distribution
By Business Line and Provider Organisation

Medium / Long Term

Short Term

private ST
commitments to
Europe alone

Private

Private

New public MLT
commitments to
MENA, S&E Asia +
Europe

61%

Public

Public

67%

0

10

20

30

% New Commitments

0

10

20

30

40

50

60

% Commitments

Investment / PRI

Key

Public

Europe
South and East Asia
North America
Latin America
Middle East and North Africa

Private

Sub-Saharan Africa

0

West and Central Asia
Oceania

10

20

30

% New Commitments

10

40

70
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Commitments

2019 H1 Report

Commitments

New MLT Commitments

32% of total goes to top 5
6%

8%

8%
15%

6%
5%

53%

QATAR

USD 4.96 bn (8.3%)

OMAN

USD 4.47 bn (7.5%)

UNITED STATES

USD 3.50 bn (5.9%)

UNITED KINGDOM

USD 3.40 bn (5.7%)

SWITZERLAND

USD 2.79 bn (4.7%)

N NEXT 5

USD 9.1 bn (15.3%)

R

USD 31.2 bn (52.5%)

REST OF WORLD

DATA AND STATISTICS

Top 5 Countries

ST Commitments Outstanding

32% of total goes to top 5
5%

8%

11%
16%

5%
5%

53%

UNITED STATES

USD 182.5 bn (10.7%)

GERMANY

USD 127.7 bn (7.5%)

UNITED KINGDOM

USD 80.3 bn (4.7%)

FRANCE

USD 79.8 bn (4.7%)

ITALY

USD 77.9 bn (4.6%)

N NEXT 5

USD 265.2 bn (15.5%)

R

USD 898.6 bn (52.5%)

REST OF WORLD

New INV / PRI Commitments

58% of total goes to top 5
12%

KAZAKHSTAN

USD 7.2 bn (27%)

VIETNAM

USD 3.2 bn (12%)

CHINA

USD 2.6 bn (10%)

6%

PAKISTAN

USD 1.5 bn (6%)

4%

EGYPT

USD 1.2 bn (4%)

27%
10%

23%

19%

N NEXT 5

USD 5.1 bn (19%)

R

USD 6.3 bn (23%)

REST OF WORLD
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Commitments

2019 H1 Report

Commitments

Sectoral Distribution
New Commitments by Sector, by Business Line
Medium / Long-Term

9%

Investment / PRI

5%
6%

21%

10%

5%
27%

10%

10%

19%
11%

23%

26%

16%

Transportation (16.2%)

Transportation (1.7%)

Infrastructure (11.1%)

Infrastructure (22.5%)

Energy (10.1%)

Energy (9.9%)

Natural Resources (9.6%)

Natural Resources (5.5%)

Manufacturing (8.7%)

Manufacturing (5.2%)

Renewable Energy (4.5%)

Renewable Energy (2.2%)

Other / Multiple (20.5 %)

Other / Multiple (26.8%)

Nonspecific (19.3%)

Nonspecific (26.2%)

New Commitments by Obligor, MLT Business

7%

Corporates (36.7%)
Sovereign (26.9%)

12%

37%

Projects (15.1%)
Unspecified (11.9%)

15%

Other Public (7.3%)
Banks (2.1%)
27%
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Claims

2019 H1 Report

DATA AND STATISTICS

Claims

Claims Trends
Claims Paid in 10 Years since the Global Financial Crisis

USD 53.6bn

60000

Claims Paid in 10yrs since GFC

USD millions

50000
40000
30000

USD
6.2bn
avg. claims paid per year

20000

since peak in 2015

10000
0
2008

2009

2010

2011

2012

2013

Claims Paid in Year

2014

2015

2016

2017

2018

Cumulative

Distribution by Business Line and Provider, 2019 H1
Business Line

Provider
2310

1,548
1,304
736

76%

51%
114
78

43%

24%
Public: USD 2.3 bn (76%)

Short Term: USD 1.3 bn (43%)

Private: USD 0.7 bn (24%)

MLT: USD 1.5 bn (51%)
Investment / PRI: USD 0.1 bn (4%)
General Cross Border: USD 0.08 bn (3%)

50/50
rough division

between MLT/ST

76%
paid by public
providers

USD 3 bn
Total Claims Paid 2019 H1

0.5 bn / 21%
vs 2018 H1
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Claims

2019 H1 Report

Claims

Risk Classification and Geography
Share of Political and Commercial Claims Over Time

USD
597
mn
Political Claims Paid 2019 H1

Commercial Claims
Dominate

Distribution returns to avg,

Especially in ST business

2005

Political

Claims
21% Political
in 2019 H1

Commercial

World Claims Map 2019 H1, All Business Lines

14

2019
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Claims

2019 H1 Report

Claims

MLT Claims Paid 2019 H1

16%

7%
7%

20%

6%

26%

19%

VENEZUELA

USD 303.2 mn (19.6%)

MEXICO

USD 252.3 mn (16.3%)

VIRGIN ISLANDS

USD 107.4 mn (6.9%)

INDIA

USD 100.5 mn (6.5%)

RUSSIA

USD 98.0 mn (6.3%)

N NEXT 5

USD 292.2 mn (18.9%)

R

REST OF WORLD

USD 394.6 mn (25.5%)

UNITED STATES

USD 110.9 mn (8.5%)

CHINA

USD 88.9 mn (6.8%)

ITALY

USD 66.8 mn (5.1%)

UNITED KINGDOM

USD 54.1 mn (4.1%)

IRAN

USD 51.9 mn (4.0%)

DATA AND STATISTICS

Top 5 Countries

ST Claims Paid 2019 H1

7%

9%
17%

5%
4%
4%

55%

N NEXT 5

USD 220.8 mn (16.9%)

R

USD 710.9 mn (54.5%)

REST OF WORLD
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Will the global economy
improve in 2020?
It depends where you look
By Glen Hodgson, Chief Economist, International Financial Consulting Ltd
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The performance of the global economy has
become increasingly uncertain, with slower
growth in many places and greater policy
risk. Global growth has been deeply affected
by Trump trade turmoil and by a variety of
other global, regional and local factors, many
of which have been negative. Will things
improve in 2020? Probably not much overall
– and where you live and work matters a
great deal.
IFCL has identified five key issues for the
2020 outlook.
1. There will be only modest improvement
in global economic prospects. Both the IMF
and OECD project that the global economy
will strengthen slightly in 2020, from 3 per
cent to around 3.4 per cent1. That would be
the weakest period of global growth since
the 2008-09 financial crisis and recession.
Indeed, aging demographics in many places
mean growth could remain at low levels,
making it even more pertinent to undertake
policy action designed to support more
robust economic growth.
2. Policy risk remains heightened. There
are always economic and geopolitical risks to
the economic outlook, from military tensions
to turmoil in commodity and financial
markets. The most prominent risk issue
heading into 2020 is continuing trade policy
risk, which is threatening trade dynamics
and performance. The ongoing US-China
trade dispute, plus Brexit, have taken a toll
on business confidence and are affecting
investment. Ratification of USMCA (or
NAFTA 2) could help within North America;
progress in US-China trade talks and the
UK electorate’s decision on Brexit may also
reduce uncertainty. Nevertheless, trade
policy tension remains heightened, adding to
uncertainty and increasing the risks of that
tension spilling into financial markets.
The forecast for 2020 is not likely to be
evenly balanced; the probability of being
disappointed by the performance of the

global economy is
greater than the
chances of a stronger
outcome. Climate
change doesn’t
materially affect the
2020 growth outlook;
we expect its impact
will fall more on
assets than on current
Glen Hodgson
economic activity.
In addition, yield curves (which show
bond yields or interest rates across different
maturities) turned negative in a number of
advanced economies in mid-2019. They have
since generally flattened out or returned to
a modest uptick at longer maturities, but
negative yield curves are often a leading
indicator of recession, which ought to be
taken seriously.
3. The ongoing structural shift in global
growth toward emerging and developing
economies, and away from advanced
economies, will continue and accelerate.
Emerging markets and developing
economies now represent nearly 60 per cent
of global GDP (using PPP for aggregation
across countries). They are projected to
expand by 4.6 percent collectively in 2020.
Emerging and developing Asia remains
the central engine of the world economy.
Output in the region is expected to grow by
around 6 percent in both 2019 and 2020.
Robust growth in Asia is softening gradually
over time, driven by the ongoing structural
slowdown in China and underlying aging
demographic forces. China’s growth is
projected to dip below 6 per cent in 2020
due principally to weak exports and heavy
domestic debt. India is a global growth
leader, with projected growth of 7 per cent.
Sub-Saharan Africa is the second key
regional driver of global growth, projected
to expand by around 3.5 percent in 2020.
While major economies like Nigeria and
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efficiency through global value chains.
However, things have changed since the
global financial crisis. Trade is now the
lagging edge, with trend growth of only
2 per cent since 2010 compared to nearly
7 per cent before the financial crisis. The
WTO projects trade to grow by only 1.2
percent in 2019, the worst year since the
sharp trade contraction during the financial
crisis. Specific factors include slower global
investment and the impact of trade tensions
on global value chains. Some trade growth
recovery is projected for 2020, to around 2.7
per cent, but it will remain well below precrisis trends.
In addition, there has been important
underlying restructuring of global trade. The
share of South-South trade has increased
from 40 per cent of total merchandise trade
in 1995 to around 60 per cent in 2013, and
we expect it will continue to grow.3 This
growth has been heavily concentrated in
manufactured goods, notably in developing
Asia and especially China. Yet at the same
time, most of the benefits of global value
chains – notably profitability – continue to be
captured by firms from advanced economies.
The future of global value chains, and the
impact and control of technology and
intellectual property, are of course central
issues in the US-China trade dispute, with the
outcome unclear.
5. Finally, inflation has become an
afterthought in many countries – but not
all. In advanced economies, consumer

EXPERT ANALYSIS

South Africa remain under pressure, many
other African economies are generating solid
sustained growth. About 20 economies in
the sub-Saharan region, accounting for 45
percent of the region’s population and 34
percent of regional GDP, are projected by the
IMF to grow by more than 5 percent in 2019
and 2020.2
Growth in the Middle East and Central
Asia is expected to rise to nearly 3 percent in
2020. The region is of course highly sensitive
to developments in the oil sector. Civil strife
in Syria, Yemen, and Libya is an important
regional and global risk factor.
2019 was a difficult year in Latin America,
with little or no growth. The regional
economy is expected to improve in 2020
and expand by almost 2 percent, reflecting
expected recovery in Brazil and less severe
(but continuing) contraction in the difficult
cases of Venezuela and Argentina.
In comparison, growth in advanced
economies is much weaker, projected to reach
only 1.7 percent in 2020. Lacklustre growth is
projected for the United States, the euro area,
Japan and others. The United Kingdom had
a very weak 2019 with limited improvement
expected in 2020. The UK election has provided
some clarity on Brexit, but the ultimate outcome
of subsequent trade negotiations with the EU
remains unclear.(see Figure 1).
4. Trade has become a drag on growth.
Global trade used to be the cutting edge
of the global economy, driven by relentless
market expansion and greater business

Figure 1: Uneven global regional growth (percent change real GDP)

IMF, WEO October 2019, p.14.
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The ongoing structural shift in global growth toward
emerging and developing economies, and away from
advanced economies, will continue and accelerate.
Emerging markets and developing economies now
represent nearly 60 per cent of global GDP (using PPP
for aggregation across countries). They are projected to
expand by 4.6 percent collectively in 2020.
price inflation is well below 2.0 percent on
average. The US economy is operating above
potential and may see core inflation tick
above 2 per cent in 2020, but core inflation
in Japan and the euro zone should remain
muted. Further monetary easing is possible
in some jurisdictions. Inflation in emerging
market and developing economies is
expected to dip below 5 per cent on average,
with notable high-inflation cases including
Venezuela, Zimbabwe, Argentina and Turkey.

Implications for ECAs
We see two main implications for export credit
agencies. First, in a world with hampered
growth and heightened risks, gaps in financial
markets are likely to widen, not shrink. From
our work in more than 65 countries around the
world, IFCL has witnessed firsthand the power
of specialized and competent public financial
institutions that unlock credit and provide risk
mitigation to exporters, growth businesses
and projects. ECAs will continue to have an
important role in filling gaps and building risk
appetite in financial markets in 2020 and for
years to come.
But second, the ongoing shift of global
output and trade away from advanced
economies continues to raise fundamental
questions about the adequacy and
appropriateness of the governance
architecture for export credit agencies. The
OECD Export Credit Arrangement is still
largely a club of advanced economies, even
as trade and trade credit activity are shifting
toward emerging markets and developing
countries. To ensure it stays relevant, the ECA
governance architecture ought to reflect this
growing reality of a changing world. n
Notes
1
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2
3

Note that purchasing power parity (PPP) is used
here for aggregation into global and regional
projections, not current exchange rates.
IMF, WEO October 2019, p.14.
UNCTAD, Global Value Chains and South-South
Trade, 2015, p. 20.

Glen Hodgson is Chief Economist of
International Financial Consulting Ltd.
Glen is an economist and author with
decades of experience in economic policy
and sustainable growth. Glen’s career has
spanned The Conference Board of Canada,
Export Development Canada (EDC), the
International Monetary Fund (IMF) and the
Canadian federal Department of Finance.
Glen has published two books and written
over 400 reports, briefings and articles, and
writes regular commentary for the CD Howe
Institute, where he is a Senior Fellow, and
in The Globe and Mail. Previously, Glen was
the first Senior Fellow at the Conference
Board of Canada after twelve years as the
Board’s SVP and Chief Economist. He is a
Fellow of the Public Policy Forum, was a
member of Canada’s Ecofiscal Commission,
is represented by Speakers Spotlight, and
an advisor to a new climate change research
institute that is soon being launched.
International Financial Consulting is
a Canadian-based global consultancy
with extensive experience working with
governments, Export Credit Agencies, ExIm
banks and development banks around
the world to help them strengthen their
institutions, programs and products, and
fulfill their public mandates to deliver broad
benefits to their countries and regions. In
our 20 years, we have worked with client
institutions in over 65 countries on hundreds
of projects, honing our cross-cutting
expertise and knowledge of international
best practices and our deep understanding
of our clients’ need for thoughtful,
customized, and data-driven solutions to the
range of challenges and opportunities.
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The Berne Union Young
Professionals Core Group
Aycan Ertugrul (Berne Union)
Johannes Schmidt (AXA XL)
Eduardo Pinazo (CESCE)
Katy Wallace (Chubb)
Vivek Tiwari (ECGC)
Joanne Kwack (K-Sure)
Emma Vita (SACE)
Pu Yu (Sinosure)
Tanner Gebhart (US EXIM)

Introduction
In 2019, the Berne Union celebrated its 85th
anniversary. With geopolitics, regulation and
economics getting more and more complex
and unpredictable, a forum for information
exchange such as the Berne Union is more
important than ever. The Berne Union
recognizes that part of being prepared for
these challenges is to be prepared for the
future – reinvigorating consolidated best
practices as well as incrementing members’
participation. With the aim to ensure that
the Berne Union remains at the forefront of
the Credit and Political Risk Insurance (CPRI)
industry for the next 85 years to come,
the Young Professional(YP) Initiative was
formally implemented.
BU members had long recognized the
mutual benefit of also engaging junior staff
in the work of the Berne Union, but only
recently, this engagement has been officially
formalized with the following specific goals:
l Increasing the visibility in the Berne Union
and member organisations of young
professionals who have limited exposure
or network;
l Enhancing the recognition of the Berne

Union among young professionals in
member organisations;
l Improving the engagement of young
professionals in the work of the Berne
Union and its member organisations;
l Making / retaining export credit and
investment insurance business an
attractive career choice for the existing
and aspiring young professionals.
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Berne Union Young
Professionals Initiative

The Core Group of Young
Professionals
In the summer of 2019, The Berne Union’s
Management Committee mandated a ‘Core
Group of Young Professionals’ to outline and
implement the aforementioned goals.
Members’ support to the initiative was
reflected in various nominations for the
Core Group. To have a representative
group of the BU’s diverse membership, a
final group of 8 young professionals from
various backgrounds was selected with the
aim of implementing a series of practical
initiatives to encourage YP engagement and
participation. The Core Group is now made
up of 8 young professionals from seven
different countries, both the public and the
private sector of the industry and various
professional backgrounds, from underwriting
to risk analysts and international relations.
The Core Group, with the highly
valuable support from the Secretariat, hit
the ground running in the summer. After
a series of fruitful conference calls and
email exchanges overflowing with fresh
new ideas, the first round of deliverables
was identified. These ideas were presented
to the whole membership of the Berne
Union at the 2019 AGM plenary meeting in
Hyderabad. The Core Group’s initial ideas
mainly focused on creating networking and

With the aim to ensure that the Berne Union remains at
the forefront of the Credit and Political Risk Insurance
(CPRI) industry for the next 85 years to come, the Young
Professional(YP) Initiative was formally implemented.
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training opportunities, improving Young
Professionals’ accessibility to professional
resources (i.e. data, documentation), raising
awareness of the CPRI industry to the next
generation, and increasing the engagement
of YPs in publications from the Berne Union.

Kicking off with priority initiatives

20

A journey of a thousand miles begins with
a single step. Following the presentation of
ideas at the 2019 BU AGM, the Core Group
received helpful feedback and support
from not only the Secretariat, but also
from a wider group of the BU membership.
Taking all of this into account, the Core
Group streamlined the ideas and decided
upon priority initiatives to be tackled: The
enhancement of the Berne Union website
and publications.
The idea of ‘BU Website Enhancement’ is
directed at making the bulk of information
on the BU Website more accessible to
YPs. To be more specific, it primarily
focuses on the creation of a ‘Knowledge
Library’, serving as a central repository for
collaborative documents and publications.
This enhancement would of course benefit
everyone including not only the YPs, but
also all BU members and first-time website
visitors interested in the CPRI industry.
The Core Group is already engaged in the
‘glossary project’, which aims at drawing out
and defining terminology/topics relevant
to the CPRI industry. The terms in the
glossary can serve as a ‘tag’ to BU meeting
documents, BUlletin articles, presentations,
and all the other useful contents on the BU
website. This will allow BU website users
to quickly and easily access all relevant
information on the BU website with a single
keyword (e.g. “digitalization”). Another
focus of the ‘BU Website Enhancement’ is to
create and promote a dedicated platform for
YPs on the BU website to encourage their
direct participation. The Core Group is in the
process of contemplating realistic measures
to attract YPs to the BU website.
The second major initiative to be
accomplished in the near future is related
to the engagement of YPs in the BU
publications (i.e. the BUlletin). A dedicated
section could be created in The BUlletin
to host articles co-authored by aspiring
YPs, covering topics that are in line with
the current periodical’s scope/attitude. The
contribution of YPs in the Bulletin would be
an impressive complement and enrichment
of the current BU publication. The wider

In order to successfully
implement the priority
initiatives and improve
the engagement of young
professionals in the work
of the BU, we need the
full support from our
valuable BU members.
We are also aware that
our BU members have
talented YPs within their
organizations that are
eager to contribute and
use the opportunity
to take part in the BU
activities.

BU membership would benefit from the
brilliant and creative inputs of the YP’s, and
YPs would benefit from the professional
exposure, to further build up their career in
the CPRI industry.

Looking for Young Professionals
to join us
The Core Group has indeed seen a
remarkable progress in giving shape to
vague ideas and setting out concrete
action plans to the YP Initiative. However,
it is apparent that we cannot achieve these
goals on our own. In order to successfully
implement the priority initiatives and improve
the engagement of young professionals in
the work of the BU, we need the full support
from our valuable BU members. We are also
aware that our BU members have talented
YPs within their organizations that are eager
to contribute and use the opportunity to take
part in the BU activities. With this in mind,
the BU Secretariat will soon be asking BU
members to identify a list of volunteered YP
to be involved in the priority initiatives.
We also have a shortlist of further ideas
which we hope to implement and will need
every additional hand that can help us with
achieving that.
More information about the YP Initiative
as well as the Core Group are available on a
dedicated page on the Berne Union website. n
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By Burak Alp Arslan, Assistant Specialist, Project Loans and Trade Finance
Division, Turk Eximbank

In order to understand Export Credit
Insurance Business’ future, we need to
understand its importance in history
and at the present time. Official Export
Credit Insurance Business began with the
establishment of Export Credit Guarantee
Department in UK after the destructive
World War I, to support British exporters1.
Over the years, the main purpose of Export
Credit Insurance, to cover risks from the
cross-border sales, has remained unchanged.
As a result of globalization, export
markets grew all around the world. Today
one of the biggest issue faced in foreign
trade is the lack of knowledge between the
exporters and importers. As an effective tool
Export credit insurance builds trust between
exporters and importers, helps exporters
to increase their market share, ease debt
follow-up, provide collateral for credits
while protecting against possible losses.
The risks that are covered with export credit
insurance can be classified as commercial
risks (bankruptcy of the importer, nonpayment, late payment, fraud, repudiation
etc.), political risks (war, earthquake,
moratorium, sovereign default, economic
and politic decisions by governments etc.),
political and commercial risks (such as force
majeure, third party sanctions etc.). Another
benefit of export credit insurance is that it
also encourages exporters to penetrate into
new markets, particularly in risky regions, by
covering the aforesaid risks.
For economically developed countries,
export credit insurance is a good insurance
tool in order to assure their exporters and
create a safe trade environment. Today,
countries which are export oriented in terms
of their developing policies, support their

exporters through
their export credit
agencies (ECAs).
ECAs issue insurance
policies to protect
exporters from
commercial and
political risks deriving
from the cross-border
sales. As it is well
Burak Alp Arslan
known, exporters
who feel insecure and want to be covered
against risks apply for insurance programs.
Both private insurance companies and
ECAs provide export credit insurance, yet
in order not to distort market, ECAs fill the
gap occurred inasmuch as the risk appetite
of the private financial institutions are not
adequate; instead they complement the
market by taking this role when commercial
financial institutions are unwilling to support
export transactions.
According to the World Trade
Organization worldwide merchandise trade
reached USD 17.4 trillion while commercial
services trade was USD 5.2 trillion in 20172.
Referring to the aforementioned data
total trade volume was approximately
USD 22.6 trillion in 2017. Berne Union
Members, who are leading export credit
agencies and represent the majority of
export credit insurers, had USD 2.3 trillion
new commitments in 20173. Further to the
said data we can say that Berne Union
Members supported 10.2% of world trade.
With this inference we can conclude that
approximately 10% of global trade is insured.
To understand export credit insurance’s
future, I would like to make some basic
numerical predictions. Subsequently,
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Export credit insurance
business in history,
today, and in the future
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I will mention some new concepts and
developments which will shed light on export
credit insurance in 2030.
I) Let’s assume that the world will stay
politically, and economically, steady and
world trade will grow every year 4% from
2017 to 2030 (4% is WTO’s forecast for
2019). In this scenario world trade will rise
from USD 22.6 trillion in 2017 to USD 37.6 in
2030. With a linear approach if we consider
still 10% of the global trade will be insured
total volume of export credit insurance will
reach to USD 3.7 trillion which means 60%
increase in export credit insurance business
compared to 2017.
II) In the second scenario let’s assume
that world trade growth slows down to 1%
for the projection time and in the meantime
risk perception of exporters increase
which will force them to use export credit
insurance tools more. In line with increased
risk perception let’s assume 15% of global
trade will be insured. When we consider 1%
increase in global trade, total trade volume
will increase to USD 25.7 trillion. With a
simple calculation total volume of export
credit insurance will be USD 2.6 trillion
which means 13% increase in export credit
insurance business in year 2030.
III) According to the third scenario let’s
assume every year world trade will shrink 1%
and risk perception of exporters will increase
even more which will persuade exporters
to insure more transactions. In accordance
with high risk perception we can consider
the insured trade volume will be 20%. In this
case, in year 2030 world trade volume will
decrease to USD 19.8 trillion and volume
of export credit insurance will be USD 3.9
trillion which means 69% increase in export
credit insurance.
Beyond these three basic scenarios, on
one hand, I believe digitalization will be
revolutionary for export credit insurance.
Digitalization will change the way that
goods and services are exported and the
risk perception of exporters and importers.
For instance, today electronic commerce
(e-commerce) with secure payment tools
are considered as secure trade. As it is
clear, e-commerce is growing day by day
with the help of information technologies
and new methods of deliveries. In the near
future, globalization (by the way, knowing
that the globalization is being questioned
once again yet assuming that it will
penetrate the obstacles) and e-commerce
trends will increase the share of e-exports

Through the instrument
of digitally supported risk
mitigation techniques, such
as remotely controllable
assets which allows the
exporter to control the
exported assets remotely
in case of nonpayment,
new collateral mechanisms
will be required to
calculate risks.
and e-imports in world trade. Export
credit insurance agencies should offer
complementary products which will make
e-commerce even safer and competitive for
their exporters.
On the other hand, with 3D printing
technology physical movement of goods
will be limited in distant future, perhaps it
could be said that it has already started. 3D
printing will affect supply chains and enable
customers to print their products on their
own. Individual designers and/or designer
firms will be exporting their designs through
internet and most probably they will use
secure payment methods which already
exists (one popular instrument could be
crypto currencies). At this point, export
credit agencies should create technology
and maybe research departments in order to
understand new dynamics of export business
especially for high value-added products and
designs to be able to serve the purpose.
Through the instrument of digitally
supported risk mitigation techniques, such
as remotely controllable assets which
allows the exporter to control the exported
assets remotely in case of nonpayment,
new collateral mechanisms will be required
to calculate risks. Besides with the help of
digitalization and developments in artificial
intelligence-AI sector break even points
will be calculated more precisely and in an
optimal way. Precise breakeven point for the
insurance products will reduce insurance
costs and create more demand for the goods
to be exported; as a result of this, world
trade will increase. These developments
clearly indicates the need for export credit
agencies to invest in digital technologies and
be prepared for digitalization’s side effects.
Being as important as digitalization,
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transactions. Even today OECD member
countries’ ECAs are required to follow
regulations which are set under the umbrella
of the OECD. It is again presumed that
environmental regulations will be stricter in
2030 and this may force underwriters to be
more selective.
Before concluding, I would like to give
succinct information about the export credit
insurance business in Turkey, particularly
the experience of the Export Credit Bank
of Turkey (Turk Eximbank). The export
credit insurance program started to be
implemented in Turk Eximbank in 1989. As it
is seen, Turkey offered officially supported
export credit insurance programs very
late comparing to other export-oriented
countries. Private sector export credit
insurance started even later than official ones
– after the year 2000. As a result of this,
the private export credit insurance sector
has not got as deep yet, and Turk Eximbank
is still the biggest export credit insurer in
Turkey. In 2030, I hope that market share of
export credit insurance business of private
companies will increase.
In conclusion, I would like to state that in
year 2030, export credit insurance will still
be important and essential for exporters and
world trade, however insurance structure and
related regulations will change in harmony
with the technological developments. In
accordance with the expected changes,
ECAs should be prepared for the future
in advance. I believe they will focus on
working on new or modified products which
should be compatible with new trends
of digitalization. I believe, only the ECAs
who follow new trends and technological
developments will exist and perform their
operations in a sustainable way. n
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we can easily presume that changes in
regulations will affect the future of export
credit business as well. The Arrangement
on Officially Supported Export Credits (the
Arrangement) which regulates officially
supported export credits, has been
considered effective and successful for
most of the OECD member countries since
1978. The Arrangement is a gentlemen’s
agreement that intends to create fair market
conditions, prominently known as level
playing field, while ensuring competition
on the price and the quality of goods and
services rather than financial conditions
offered by ECAs. In addition to that, as
known, some major exporter countries
such as China and India are not part of the
Arrangement, yet they are significantly active
in export credit business. To provide equal
conditions for world trade, the International
Working Group on Export Credits (IWG)
was created on the initiative of the USA
and China in early 2012. The IWG’s aim is to
negotiate new global guidelines that not only
covers the OECD and EU member countries,
but also emerging market countries such
as the BRICST (Brazil, Russia, India, China,
South Africa and Turkey) have a voice.
In light of the above information we can
conclude that new set of rules for export
credits will be regulated under IWG which
will also be valid for both pure cover (export
credit insurance and guarantees business)
and direct lending products.
While mentioning regulations it’s also
important to talk about Basel criteria. Risk
perception of private insurers for buyers that
have long term noninvestment grades will
increase with the new Basel-III regulations.
Hence, ECAs will be more important
following these new regulations. As another
point of view of the regulations, I have to
point environmental issues as well, since they
will be more important for the World society
with its strong connection to the threat of
global warming. As a result of this trend
(actually necessity) export credit insurers
will be more careful when evaluating their

Notes
1

2
3

UKEF Development and Importance for Official
Export Promotion in the UK; Agnieszka Dorozynska,
Tomasz Dorozynski; Finanse, Rynki Finansowe,
Ubezpieczenia nr 3/2016 (81) p.58
World Trade Organization – World Trade Statistical
Review 2018
Berne Union Year Book 2018

In year 2030, export credit insurance will still be
important and essential for exporters and world trade,
however insurance structure and related regulations will
change in harmony with the technological developments.
In accordance with the expected changes, ECAs should
be prepared for the future in advance.
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Berne Union academic
survey: The legal nature of
buyer credit insurance and
buyer credit guarantee
By Cheng Lin1, Internship Researcher, Berne Union Secretariat; PhD Candidate,
King’s College London

Introduction

24

This research is a joint programme
conducted by the Berne Union and King’s
College London. It aims to scrutinise the legal
nature of buyer credit insurance (“BCI”) and
buyer credit guarantee (“BCG”) contracts
respectively, investigating the similarities
and differences between them and exploring
why, in terms of buyer credit facilities, some
of our members provide guarantee while
others provide insurance. We are fully aware
that the name “insurance” and “guarantee”
are often used interchangeably in the
industry, and we understand that the basis
of distinction and categorisation lies in the
substantial terms of the contract, rather
than the labelling. What we wish to study,
however, are the true legal characteristics
of BCI and BCG, reflected by the terms and
conditions of each product.
We conducted a questionnaire survey
among all members involved in so-called
medium- and long-term credit insurance in
May 2019 and a follow-up email interview
with selected members in August 2019. We
also interviewed a senior bank manager
with experience the field of export credit
facilities in October 2019. We were lucky to
have received 26 questionnaire responses,
15 sample BCI policies and 2 sample BCG
contracts. We highly appreciate the help
of those who filled in the questionnaires,
shared with us their standard T&Cs or
provided useful comments. The list of all the
contributors to our research is attached at
the end of this report. For the convenience of

discussion, all surveys
and interviews carried
out under this research
programme will be
hereinafter referred to
as “this Survey”.
This report tries
to demonstrate
the outcomes of
our research in the
Cheng Lin
following aspects: (1)
business overview; (2)
terms and conditions in BCI and BCG; (3)
duty of utmost good faith/duty of disclosure
in BCI and BCG; (4) claim provisions in BCI
and BCG; (5) subrogation right/cession right
in BCI and BCG. A conclusion will be given at
the end of this report.

1. Business Overview
This Survey found that in terms of buyer
credit facilities, most of the ECA/private
insurer respondents provide BCI covers,
whereas only four ECAs provide BCG
products. Many members regard their
products as insurance, despite the facts
that their covers are named “guarantee” and
that the term “insurance” and “guarantee”
are often used interchangeably in their
policies. Those who provide true “guarantee”
products cite two main reasons why they
provide guarantee rather than insurance:
(a) banks prefer guarantee than insurance,
and it is therefore easier for exporters to
access finance under BCG than BCI; (b)
according to the financial regulation in
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2. Terms and conditions in BCI
and BCG
BCI contracts are regarded as contracts of
insurance by all the respondents who provide
BCI. Around 75% of them agree that all
aspects of the principles of insurance law in
their jurisdictions apply to their BCI policies.
The terms that are mostly common seen in
BCI policies include:
(1) Clause(s) with a positive description of
covered causes of loss;
(2) Maximum percentage covered;
(3) Period of covered payment;
(4) Credit limit.
These terms indicate that BCI is a type of
indemnity insurance. Indemnity insurance
is an agreement under which when loss
is suffered by the occurrence of an event
insured against, the insurer will put the
assured into the same position where he
would have been had the event not occurred,
but in no better position. BCI policies reflect
such legal nature.
Banks under BCI policies are subject to
the following contractual terms:
(1) Conditions precedent to the insurer’s
liability;
(2) Warranties;
(3) Exclusion clause;
(4) Notification and mitigation clause;
(5) Claim cooperation clause;
(6) Clause which concerns subrogation or
assignment by way of cession on payment of
the claim.
Many of the bank’s obligations under
BCI policies can be stipulated as conditions
precedent to the insurer’s liability, which
must be strictly complied with and any
breach may discharge the insurer of its
liability. One typical condition precedent
is about the documentation risks. In BCI, it
is the bank who bears the documentation
risks, and it should ensure that the loan
agreement remain valid and enforceable and
that it will not depart from the terms of the
loan agreement without the insurer’s written
consent. BCI policies may also stipulates the
bank’s duty not to postpone the due day

of the borrower’s payment as a condition
precedent. It is also common for BCI policies
to include a very general clause which
provides that the assured’s observation
of all the policy provisions are conditions
precedent to the insurer’s liability. All of these
indicate that banks, as the assured under BCI
policies, are subject to a series of substantial
obligations before being indemnified.
It is worthwhile to note the influences
of the Insurance Act 2015 of the UK (“IA
2015”)2 on the terms and conditions of BCI
policies that are governed by the English law.
The reform of English insurance law started
in 2012, when the Consumer Insurance
(Representation and Disclosure) Act (“CIRDA
2012”) removes the duty on consumers to
disclose any facts that a prudent underwriter
would consider material, and replaces this
with a duty to take reasonable care not to
make a misrepresentation. The CIRDA 2012
was followed by the IA 2015, which is mainly
targeted at commercial insurance. Under
the IA 2015, there are following changes that
could influence the drafting of a commercial
insurance contract: Firstly, the assured under
a commercial insurance contract is still
obliged to disclose and not to misrepresent
any material facts that would influence the
insurer’s decision on whether to conclude
the policy or not, but the insurer can no
longer simply avoid the insurance contract
because of the assured’s breach of the duty
of fair presentation. A proportionate remedy
is stipulated instead (Section 2-8); Secondly,
the insurer’s liability will be suspended, rather
than discharged, if the assured breaches the
warranty, and after the breach is remedied,
the insurer is still liable to the assured
(Section 10); Thirdly, the harshness of the
rules regarding conditions precedent is
reduced. The insurer is no longer entitled to
be discharged of its liability for the assured’s
trivial breach of conditions precedent. If
the assured breaches a term that does not
define the risk as a whole and compliance
with such a term will tend to reduce the
risk of loss of a particular kind, location or
time, then the insurer will be still liable if the
assured proves that the non-compliance
of such a term could not have increased
the risk of the loss which actually occurred
in the circumstances in which it occurred
(Section 11); Fourthly, if the assured makes
a fraudulent claim, the insurer is entitled to
reject the claim, terminate the policy and
keep the premiums, but it is still liable to
previous claims related to the occurrence
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certain jurisdictions, they are not allowed
to provide insurance because they take the
organisational form as a bank. Particularly,
there are two respondents who provide both
BCI and BCG, but they both indicated that
their BCG products are only available as a
“top-up” product, on a case-by-case basis
and in limited transactions (e.g., aircraft
sector).
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of loss before the fraudulent act (Section
12). The IA 2015 also provides a “contract
out” mechanism, allowing the parties to
depart from all or some of its provisions by
express contractual wordings.3 However,
if such departure makes the assured in a
worse position, then the insurer is obliged to
ensure that it takes sufficient steps to bring
the “disadvantageous terms” to the assured’s
attention and that the “disadvantageous
terms” must be clear and unambiguous
(Section 17).
In the Berne Union’s 2016 Annual General
Meeting Investment Committee Pre-Meeting
Survey, members were asked about how
their policies would be influenced by the
IA 2015. The respondents who choose the
English law as the applicable law to their
policies all agreed that their policies should
be read subject to the IA 2015 and indicated
that they would amend their policies
according to the changes brought by the
new law. The answer now becomes clearer
in this Survey. We collected 3 BCI policies
governed by the English law, all of which
have been thoroughly (re)drafted subject to
the IA 2015. Two of these policies basically
follow the changes of the new law as
summarised above, whereas the other policy
provides a perfect example of “contracting
out” of the IA 2015. It stipulates in a clear
and unambiguous way the insurer’s remedies
for the assured’s breach of the duty of fair
presentation and conditions precedent as
well as for the assured’s fraudulent claims.
These remedies are harsher than the
remedies under the IA 2015, and this policy
further expressly states that Section 4, 11 and
12 of the IA 2015 shall not apply. For instance,
a clause that is designed to contract out of
Section 11 of the IA 2015 reads as below:
Article 21 Observance of Stipulations
(1) Payment of all premiums in full at the
time We require and the due performance
and observance of every stipulation that is
within Your direct control in the Policy shall
be a condition precedent to any liability on
our part.
(2) If You fail to comply with any of the
conditions of this Policy, such failure will
not be deemed to have been excused or
accepted by Us unless We say so in writing.
(3) Section 11 of the Insurance Act 2015
shall not apply to article 21(1). If You do
not undertake the due performance and
observance of every stipulation in the Policy,
We may rely on such non-compliance to
exclude, limit or discharge Our liability, in

accordance with the wording of article 21(1),
even if Your non-compliance could not have
increased the risk of the loss which actually
occurred in the circumstances in which it
occurred.
It thus can be seen that when drafting
the BCI policies, ECAs or private insurers
are taking the IA 2015 into consideration,
whether or not they contract out of the new
law.
BCG contracts, on the other hand, are
regarded as contracts of guarantee by
all respondents who provide BCG. It is
suggested by them that the bank is under
fewer obligations under BCG than BCI.
Generally, under BCG, banks are obliged to:
(1) Not to amend the loan agreement
without the approval of the ECA;
(2) Duly exercise its rights under its
loan agreement in accordance with the
instructions provided by the ECA;
(3) Notify the ECA of any event of default
by the buyer;
(4) Take measures to prevent or minimise
the loss;
(5) Cooperate for the enforceability
and execution of the ECA’s subrogation or
assignment.
BCG contracts seem to include less
conditions precedent than BCI. We
collected two sample BCG contracts from
our respondents, one governed by the
English law and the other governed by the
New York law. Both contracts include two
substantial conditions precedent only: (a)
the bank should duly provide the loan and
(b) the bank should pay the guarantee
fees. Under these two contracts, banks are
also subject to other obligations such as
notification of probable loss and mitigation
of loss, but these obligations are not drafted
as conditions precedent. This means that
if the bank breaches any obligations other
than (a) and (b), the ECA, as the surety,
cannot be discharged of its liability but can
only seek damages against the bank under
common law. Moreover, under BCG, the
documentation risks might be borne by the
ECA, depending on the contractual provision.
One of the BCG contract we collected
provides that the ECA’s liability shall not be
impaired or discharged if the underlying loan
agreement is or becomes invalid, illegal or
unenforceable. Meanwhile, we found that the
other BCG contract still insists that the bank
should bear the documentation risks.
It is submitted that banks under BCG are
not under as many substantial obligations
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3. Duty of fair presentation in BCI
and BCG
97% of the respondents who provide BCI
believe that the duty of fair presentation (i.e.,
the pre-contractual obligation to provide
information) is fully applicable in their BCI
policies. Such a duty is one of the underlying
principles of insurance contracts in almost
every jurisdiction, which means that the
assured is always required by law to disclose
and not to misrepresent all material facts to
the insurer in the conclusion stage of the BCI
policy. Meanwhile, the insurer must ensure
that it makes as detailed questionnaire as
possible, otherwise it might be deemed
as waiving its right to disclosure in some
jurisdictions.4 This Survey found that ECAs
and private insurers usually include a detailed
questionnaire in the proposal form for the
bank to complete, and a supplementary form
for the exporter to describe the underlying
transaction is often attached to the bank’s
application. The top 5 circumstances that
are material to members when they decide
whether to conclude the BCI policies are:
(1) The financial standing of the buyer/
borrower;
(2) The genuineness of the underlying
export contract;
(3) The country risks;
(4) The financial standing of the exporter
and other skills of the exporter;
(5) The bank’s and exporter’s compliance

with the Corporate Social Responsibility
(“CSR”), Anti-Money Laundering (“AML”) and
Know Your Customer (“NYC”) requirements
etc.
On the other hand, all respondents who
provide BCG also believe that the duty of
fair presentation should be fully applicable in
their BCG contracts. It should be noted that
although the duty of fair presentation is a
universal doctrine in contracts of insurance,
it remains very doubtable whether such duty
exists in guarantee. For instance, in Credit
Lyonnais Bank Nederland v Export Credit
Guarantee Department,5 the English court
rejected the ECA’s submission that the bank
is under such a duty in BCG. However, it is
open to the parties under BCG to include a
contractual obligation of fair presentation.
Therefore, if the ECA wishes to impose such
a duty on the bank in BCG, it should do so by
making express contractual provisions.
This Survey found that the respondents
who provide BCG tend to do so. They
expressly impose the pre-contractual
duty of disclosure on the bank and the
circumstances that are material for them
to decide whether to conclude the BCG
contract or not are highly similar with the
material circumstances (1)-(5) as listed in
BCI policies. Therefore, ECAs are importing
the duty of fair presentation into their BCG
contracts by express contractual provisions.
Another issue worth mentioning is
whether the bank should make substantial
investigations into the authenticity of the
underlying export contract and the financial
standing of the exporter and the buyer. This
Survey found that most respondents believe
that the bank should do so in both BCI and
BCG. However, this might not be accepted by
the court if any dispute arises. English cases
explain the issue well. In Morgan Grenfell
& Co Limited v SACE Istituto per i Servizi
Assicurativi Del Commercio,6 the English
court held that the bank is under the duty to
make such substantial investigations in BCI,
while in Credit Lyonnais the bank was held
not to under such a duty in BCG.
The paragraphs above show the
similarities and differences of BCI and BCG
in terms of the duty of fair presentation. The
duty of fair presentation is fully applicable
in BCI, and ECAs tend to import such a duty
into their BCG contracts. However, that needs
express contractual provisions, especially if
the ECA wishes to make sure that the bank
has conducted substantial investigations into
the underlying export transaction.
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as under BCI. In this Survey we asked our
respondents, including those who provide
BCI and those who provide BCG, about
the advantages of guarantee compared to
insurance. Their opinions are summarised as
below:
(1) A guarantee cannot be disputed and
because of this it is preferred by the bank,
while an insurance has to be complied with
where the policy is more complicated or
riskier to the bank;
(2) A guarantee is preferred by banks as it
eliminates a number of clauses that restrict
the conditions of compensation;
(3) A guarantee is “binary and
comprehensive” as opposed to an insurance
which is subject to conditions, exclusions and
procedural requirements;
(4) The guarantee is highly preferred by
banks as it is “unconditional, irrevocable
and payable on first demand”. For the same
reasons, however, the cost for the bank (i.e.,
the premium) is generally higher compared
to the insurance policy.
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4. Claim provisions in BCI and BCG
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One of the peculiarities of export credit
insurance (“ECI”) that distinguishes it from
other types of commercial or consumer
insurance is that ECI include two clauses that
can prolong the claim handling process, i.e.,
the waiting period clause and the “arbitration
award/judgment” clause. Both are very
common in BCI policies.
All BCI policies collected by this Survey
include a waiting period clause which
stipulates that the insurer will not indemnify
the assured straight away on the due date of
the buyer’s payment but will apply a waiting
period of 90-180 days instead. Only after
the waiting period expires will the assured
be indemnified. The waiting period clause
can be drafted in various ways,7 but under
all these BCI policies the loss is invariably
deemed to occur on the expiry date of the
waiting period, rather than the due date of
the buyer’s payment.
Such a clause is rarely seen in other types
of insurance contracts, but that does not
mean that BCI is not a contract of insurance.
The objective of the waiting period clause
is to enable the insurer to ascertain whether
the buyer’s payment is temporarily delayed
“due to minor difficulties that can be
resolved shortly” or not.8 It has been codified
in Section 6(c) of the European Commission
Directive 98/29/EC on harmonisation of the
main provisions concerning export credit
insurance for transactions with medium and
long-term cover (hereinafter referred to
as “the Directive 98/29/EC”).9 The waiting
period clause can be reduced if there is
evident proof that the buyer is unable to
pay.10 Therefore, the waiting period clause
has its rationale behind and does not indicate
that BCI is not a contract of insurance.
Meanwhile, one issue regarding the
waiting period clause is whether the interest
which accrues during the waiting period will
be covered under the BCI policy. This Survey
saw a big divergence among the members.
Some policies expressly cover the waiting
period interest, while other policies expressly
exclude it.11 It is submitted that the waiting
period interest should be covered under the
policy, because since the indemnification
process is prolonged in BCI, the assured
should be compensated for being kept out
of its money by being awarded the interest.12
This view is supported by Section 7 (b) of
the Directive 98/29/EC.
Besides, after studying the wording of
the waiting period clause in the well-drafted

BCI policies provided by our members, this
Survey suggests that the insurer should pay
attention to the following aspects in order to
minimise the uncertainty and avoid dispute
about the waiting period clause. Firstly, the
waiting period clause should ensure that the
assured includes a default interest clause in
its loan agreement with the buyer, which is
the prerequisite for the insurer to exercise
the subrogation or cession right against the
buyer; Secondly, it is necessary to stipulate
how to fix the waiting period interest rate;
Thirdly, the waiting period interest should not
include any penalties and damages; Fourthly,
the total amount that the insurer is obliged
to pay, including the principal amount,
contractual interest and the waiting period
interest, should not exceed the maximum
liability under the policy.
Based on the analysis above, this research
proposes a model waiting period clause for
our members:
(1) [The insurer] is obliged to indemnify
the assured after a waiting period of [six]
months from the due date of the buyer’s
payment.
(2) The waiting period in Clause (1) shall
not apply:
(a) if the assured provides evidence
satisfactory to [the insurer] of the buyer’s
insolvency, or
(b) if any intervening court order is made
which renders the assured’s performance
of any obligations under the sales contract
illegal or impossible, or
(c) in case of a bilateral intergovernmental
debt rescheduling agreement.
(3) With regards to Clause (2), the loss
shall be deemed to occur on the date when
circumstances (a), (b) or (c) takes place.
In all other circumstances, the loss shall be
deemed to occur on the expiry date of the
waiting period.
(4) The interest which accrues during the
waiting period (“the waiting period interest”)
shall be covered by the policy, whereas the
total amount of loss, which includes the
principal amount, the contractual interest and
the waiting period interest, shall not exceed
the maximum liability of this policy.
The waiting period interest shall be fixed
on the default interest rate agreed by the
parties in the underlying export contract,
but such rate shall not exceed the prevailing
interbank rate for the currency in which the
principal amount must be paid (EURIBOR for
euros, US Prime Rate for dollars and LIBOR
for other currencies).
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waiting period is fixed from the due date of
the buyer’s payment and no waiting period
is to apply after the assured obtains the
arbitration award or the judgment. They also
indicated that the waiting period invariably
collapses before the dispute is resolved by
the legal proceedings. Therefore, there is no
need to attach a waiting period where the
“arbitration award/judgment” clause applies.
Thirdly, the insurer could consider, according
to the insured percentage of the policy,
reimbursing the legal cost the assured incurs
in proving the loss by obtaining an arbitration
award or a judgment.15 Fourthly, the insurer
can also make advanced indemnification
provided that the assured undertakes to
commence legal proceedings against the
buyer.
Based on the study of the sample BCI
policies provided by our members, this
research proposes a model clause for the
“arbitration award/judgment” clause in order
to address the harshness of this type of
clause:
(1) If any dispute arises between the
assured and the buyer relating to the
loan contract, the assured must prove the
existence and amount of its loss by obtaining
an arbitration award or a judgment which
is final and binding, unless such dispute is
evidently groundless in the opinion of [the
insurer].
(2) The assured’s compliance of Clause
(1) is a condition precedent to [the insurer]’s
liability under this policy.
(3) [The insurer] shall indemnify the
assured once it has obtained such an
arbitration award or a judgment under Clause
(1), according to the amount ascertained by
the arbitration award or the judgment and
subject to the insured percentage and the
maximum liability. For the avoidance of any
doubt, the claim waiting period under this
policy shall not run where this Clause applies.
(4) [The insurer] will reimburse the
legal cost the assured incurs in performing
Clause (1) pro rata, according to the insured
percentage, provided that the arbitration
award or the judgment has established that
the assured is fully entitled to the buyer’s
payment under the sales contract. If the
arbitration award or the judgment holds that
the assured is only partially entitled to the
buyer’s payment, [the insurer] will contribute
to the assured’s legal cost pro rata, according
to the insured percentage as well as the
portion of the amount that the assured is
entitled to under the sales contract.
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Any further ancillary claims, e.g., penalties,
damages or compound interest, shall not be
covered by the policy.
In addition to the waiting period
clause, a BCI policy may include another
claim provision which could prolong the
indemnification process, i.e., the “arbitration
award/judgment” clause, to the effect
that should any dispute arise between
the assured and the buyer/borrower, the
assured should prove the loss by obtaining a
judgment or an arbitration award. Although
some members suggested that in buyer
credit facilities, the possibility of a dispute
between the bank and the buyer is not as
high as that in the export contract between
the exporter and the buyer, and that banks
tend to include an “Isabella clause” in the
loan agreement to the effect that any
dispute in the export contract does not
affect the buyer’s obligations to repay the
loan, this Survey found that around 60% of
the respondents still include such a clause in
their BCI policies.
The “arbitration award/judgment” clause
also has its rationale behind. It is aimed
to facilitate the insurer to ascertain the
existence and the amount of the loss.13 It
therefore does not indicate that BCI is not
a contract of insurance. Meanwhile, the
“arbitration award/judgment” clause could
be very controversial: As most BCI policies
do not define the term “dispute”, the scope
of application of such a clause could be very
broad; It is not clear from the plain wording
of the “arbitration award/judgment” clause
of most BCI policies whether the insurer
will indemnify the assured straight away
as soon as it obtains such an award or a
judgment. It is also ambiguous, at least from
the plain meaning of the wording in most
BCI policies, how the waiting period clause
operates together with the “arbitration
award/judgment” clause. Does the waiting
period apply after the assured obtains such
an award or a judgement or is it fixed from
the due date of the buyer’s payment and no
additional waiting period applies?
This research suggests the following ways
to address the harshness and ambiguity of
the “arbitration award/judgment” clause.
Firstly, the scope of “dispute” should be
restricted. If the buyer’s refusal to pay is
evidently groundless, then the insurer is
obliged to pay.14 Secondly, the waiting period
shall not apply when the “arbitration award/
judgment” clause applies. In this Survey
most of the respondents indicated that the
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The paragraphs above demonstrate that
the indemnification process in BCI, at least
theoretically, is likely to be prolonged by both
the waiting period clause and the “arbitration
award/judgment” clause. Meanwhile, these
clauses are not common in BCG contracts.
Although in BCG, it still takes some days
for the ECAs to proceed the claim and pay
the bank, the indemnification process is not
prolonged by the waiting period clause and
the “arbitration award/judgment” clause.
Our email interviews with three members
who provide BCG showed that none of them
include the “arbitration award/judgment”
clause and only one of them include a
waiting period of 90 days in the BCG policy.
Moreover, one of the members allows the
bank under its BCG cover to make a claim
within 180 days from the due date of the
buyer’s payment and covers the interest
that accrues during this period, which, in
fact, turns the waiting period into the claim
filing period. It thus can be seen that BCG
contracts are more friendly to banks and
the indemnification process in BCG is much
quicker than BCI. The differences in terms
of the claim provisions between BCI and
BCG support the argument that BCG is an
unconditional and on-demand guarantee,
whereas BCI is a contract of insurance under
which the bank is subject to a number of
conditions before being indemnified.

5. The subrogation right/cession
right in BCI and BCG
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In our 2017 Spring Meeting MLT Committee
Pre-Meeting Survey, members were asked
about whether they automatically subrogate
into the assured’s right after indemnifying
the claim. They suggested that the answer
depends on the insurance law provisions in
each jurisdiction.16 Even if the insurance law
does not provide an automatic subrogation
right, they would always provide so in
their BCI policies. On the other hand,
our members also believe that a right of
“subrogation” or a right of cession by way of
cession should exist in their BCG contracts.
It thus seems that while the subrogation/
cession rights in BCI and BCG have different
legal and theoretical basis, they operate
in a similar way. For instance, the English
court in Lonrho Export Ltd V Export Credit
Guarantee Department17 held that the
distinction between guarantee and insurance
is insignificant to the purpose of subrogation
in export credit facilities.

6. Conclusion: the theory and the
practice
This Survey suggests the following findings
about the legal nature and characteristics of
BCI and BCG:
BCI is a contract of insurance and BCG is
a contract of guarantee in their legal nature.
All respondents regard their BCI policies as
insurance and most of them agree that the
principles of insurance law are applicable
in BCI. The changes brought by the IA 2015
have been clearly embedded in BCI policies
that are governed by the English law. BCG,
on the other hand, are widely recognised as
a type of guarantee by both the industry and
the academia.18
BCI and BCG products share some
similarities. A guarantee is similar with
insurance as they both contain “a promise
to make good a loss”, and the distinction
between them is insignificant for domestic
and international regulatory purposes. The
operation of subrogation/cession right in BCI
is also similar with that in BCG.
Meanwhile, there are significant
differences between BCI and BCG. The
main advantage of BCG is unconditionality.
The bank under BCG is subjects to fewer
conditions than under BCI. BCI policies
contain detailed terms and conditions,
non-compliance of which may deprive the
bank of its rights to be indemnified. On
the contrary, the bank does not seem to
be under heavy substantive obligations
under BCG. BCG contracts tend to include
no conditions precedent other than the
bank’s obligation to duly provide the loan
and to pay the premiums. Besides, BCI is
a contract of utmost good faith, while the
bank under BCG is not under such a duty,
subject to express contractual provisions to
the opposite effect. Moreover, BCI policies
tend to include a waiting period clause and
an “arbitration award/judgment” clause that
can prolong the indemnification process,
whereas these clauses are rarely seen in BCG
contracts. The bank, therefore, will be paid
quicker under BCG than under BCI.
It thus seems that, in theory, BCG may
be more beneficial to a bank than BCI, but
banks in practice may not have fully noticed
such differences, probably because they
mostly use BCI products and BCG is a far less
common product in the market. At the final
stage of our research we interviewed a senior
manager from the banking side, whose
response is very informative: (1) Banks are
not really concerned whether a buyer credit
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product is an “insurance” or a “guarantee”, as
bank regulators do not differentiate BCI and
BCG for capital or provisioning requirements.
What banks care is whether the substantial
terms and conditions of the contract are
within their control. They always prefer a
contract that is easy for them to use. The
“cleaner” the contract, the better; (2) While
in BCI the bank bears the documentation
risks and in BCG it might be the ECA who
bears such risks, such a difference is not
considered material by banks because a
prudent bank rarely suffers from a loss as
a result of the documentation risks; (3)
Following the point (2), the processing
time for underwriting a BCG cover might
be longer than BCI, since the ECA needs to
vet all the underlying documents; (4) Banks
seem to be fine with the waiting period
clause in BCI policies, as long as the waiting
period interest is covered. Even if the waiting
period interest is not covered, the premiums
will be lower,19 which is acceptable to banks.
Therefore, banks, as the user of BCI/BCG,
are not really concerned about the legal
nature of these two products. BCI seems to
work well in protecting banks against credit
risks and helping exporters obtain finance,
and there has been no evidence that under
BCI there are more claims rejected than BCI.
Nevertheless, the devil is in the details. This
report tries to demonstrate that there are
always some subtle differences between
these two types of products, ignorance of
which might result in potential disputes.
We suggest that the parties carefully read
the contractual terms and confirm the legal
nature of the contract before entering into a
buyer credit agreement, whether it is BCI or
BCG. n
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