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Left to right, standing: David Barton, Steve Dodgson, Kevin Godier, Kamel Alzarka, Will Nagle, Daniel Schmand, Stuart Lawson; seated: Jacqueline Keogh, Sir Richard Needham, Emma Clark

The future of
British exporting
With the UK government setting out ambitious
targets for the future of exporting, has British
international trade turned a new leaf? Or will
the challenges faced by exporters – particularly
SMEs – prove too difficult to overcome?

Alternative financier Falcon Group
hosted its “Diversifying funding for
UK export growth” roundtable at their
London offices: offering banking,
government, corporate, insurance and
alternative financing perspectives.
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Godier: The UK government has set
a target of doubling exports by 2020.
In this respect, is obtaining sufficient
funding or risk guarantees the key
challenge faced by UK exporters?
What other challenges do they face?
Nagle: I think the main challenge for
UK exporters is obtaining access to
financial products and services. For larger
companies such as JCB it is less of an issue,
but I feel that SMEs are still not fully aware
of the financing options available to them.
Barton: Risk needs to be covered. As a
global exporter, JCB has the facilities and
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guarantees, but for smaller companies it
can be a real challenge – as is access to
financing. Exporters are competing with
many low-cost suppliers abroad, so they
need to be able to extend payment terms.
Many competitors also have receivables
that can be discounted through various
banks. Yet these channels are often not
available to smaller companies.
Lawson: From a trade credit broker’s
perspective, the challenge is enabling
credit insurance to be used as collateral,
which must be deemed acceptable by the
specific bank in question.
Alzarka: Of course, the real issue is
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in the ability to access financing. It is
a particular challenge for many
companies, of all sizes.
Barton: Getting the banks interested is
challenging for SMEs. Big exporters have
multi-million pound order books. But if
you’re a small company with, for instance,
a US$50,000-100,000 order, appetite
may not be available from some banks.
Needham: Of course, the British
Treasury hasn’t helped. They believe
that any support in financing to exports
is an unnecessary subsidy. And it has
forced bodies such as UKEF into a
mindset that means they either don’t
have the products or schemes to provide
credit, or they will only provide credit
under terms that are so punitive that
most companies won’t bother.
I welcome the goal the government
has set, but success will depend on the
mindset of government bodies – and
whether they will actually go out and
help companies export.
Dodgson: The coalition government
has at the top of its economic agenda
an export strategy with clear objectives
to increase exports and companies
that export. In this context, it has also
broadened the products and services
of UK Export Finance.
We [UK Export Finance] have
therefore seen a shift in approach – from
passive (waiting for companies to come
to us), to partnering with organisations
such as UKTI, and actively seeking and
providing help to companies that wish to
export and those that cannot get support
from the private market. We have had to
bring in and develop resources to do so,
which has been a challenge, but we are
meeting that challenge.

when a mid-cap deals with a mid-cap, it
is the operational risk that is the potential
issue. That’s why lots of the banking
regulations are based around “knowing
your client”. You need to know whether
this is your client’s normal course of
business and whether the merchandise
they sell is at market price.
Alzarka: You need to get your hands
in the dirt and really get to know your
clients. And doing so is neither simple
nor cheap. That’s where we can make a
difference – we really know the client, and
view their transactions and pricing on a
level that makes sense to us, and still
does the job for the company.

“CERTAINLY, WE ARE NOT
AT THE STAGE WE WERE
PRE-CRISIS.”
Jacqueline Keogh, Lloyds

Godier: What form does financing
for export usually take? Are letters
of credit (LCs) still the norm in
terms of risk mitigation?
Schmand: 80-90% of exports are still
handled in the traditional way – by
confirming LCs – which are open to
the SME market as well.
It is important to understand the
market and how exports work by letter
of credit. The documentation, handling,
etc, is cumbersome, and it is the same
process whether it’s worth US$10mn
or US$100mn. So anything below
US$10mn is not worth the effort.
Keogh: We look at all clients using loans
and overdrafts, and if the financing is for
international trade, we encourage them
to use trade instruments instead.
When clients use an overdraft, we
don’t know what they’re doing – who

Godier: Would you say the banks
are more risk averse than before
the crisis?
Keogh: Certainly, we are not at the stage
we were pre-crisis. As an industry, I’d say
we put more emphasis on understanding
and analysing risks, but are we more risk
averse than we were 10-15 years ago?
I wouldn’t say so, no.
I think there is almost too much
liquidity in the banking sector. We want
to lend money to businesses.
Schmand: Not in terms of trade risk –
it didn’t change too much during or after
the crisis, and I don’t see any cause for
concern given the liquidity we have in
the market for trade assets.
For banks such as Deutsche Bank,
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Godier: What impact have regulatory
proposals, such as Basel III, had on
bank lending?
Schmand: There is little point in moaning
and complaining about the changes – and
individually raising concerns about the
impact of regulation on business won’t
change anything. Instead, the banking
community needs to form one single
voice – speaking together through forums,
and via bodies such as the ICC – in
order to be heard by regulators. Only by
coming together to engage in constructive
dialogue can we encourage positive
development in regulation.

they’re buying from, selling to, or how
frequently they’re able to collect payments
effectively. With a trade instrument,
however, there is much more visibility
into their trading terms and relationships.
And the default ratios on trade are close
to zero, which means a bank can increase
the amount of risk they are willing to take
for that client, and therefore the amount
of financing they provide.
Alzarka: Companies want to get things
off balance-sheet and de-risk, get their
cash, and move on to the next deal. With
a loan or overdraft they’re still on the
hook and still have to manage it, which is
the last thing they want to be doing. The
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beauty of export finance is it becomes
off balance sheet for the company, and is
something that can be treated separately.
Keogh: When we say trade instruments
we include supplier finance, which can
be off balance sheet.
Supplier finance works because you’re
effectively leveraging the strength of a
large buyer and giving that benefit to a
small SME. But it doesn’t really work if
your buyer is an SME.
Alzarka: That’s the problem. There are
many platforms trying to insure the big
buyers – such as JCB or Tesco – and fund
the SMEs locally that sell to them.
The problem is for UK SMEs trying to
export to other SMEs overseas. They find
it hard to access insurance and banking
products because they are too small, and
don’t have enough expertise. It is these
companies the UK government needs to
support – helping them export efficiently
and effectively. Insisting on a balance
sheet approach will mean growth will
always be constrained.

that when things go sour, we should turn
to trade-related financing, where there
is greater visibility. So the last thing we
pull away from is an accounts payable
facility. We are more likely to pull out of
the overdraft, where there is less visibility
over what we’re financing. With accounts
payables, however, we can see the invoices,
and we know that we are just financing
what’s needed to stay operational.
Godier: What have suppliers been
saying about their needs or inability
to get finance? What are the problems
along the supply chain?

run the risk of double-assignment: if there
are two different banks involved, who
owns the receivable? Such relationships
require due diligence and, again, knowing
your client. Operational default risk is
much higher than traditional credit risk –
which in trade is minimal.
Godier: We should talk about
alternative financing. It’s clearly
growing but to the scale suggested,
or not?
Alzarka: Not long ago our business
only managed around US$300-400mn

Godier: Has supply chain finance
progressed as far as it can, or is there
room for more provision along the
supply chain?
Keogh: I think supply chain finance has
developed significantly over the last few
years. It was originally a tool that was used
predominantly with major buyers, and
has moved down into the middle market.
Moving it down further into the SME
market is more challenging, however, given

“WE DO DIVERSIFY, AND SPREAD THE RISK. TO DO
THIS WE CAN BRING IN ALTERNATIVE FINANCIERS.”
David Barton, JCB

it wouldn’t necessarily be cost effective
for either the corporate or the bank.
There is more we could do to support
the supply chain. Are banks looking to do
so? To varying degrees, yes. Most SMEs
use factoring or invoice discounting, but
it largely happens domestically. And there
are very few organisations that will deal
with cross-border invoice discounting.
Barton: The only flaw we can see with
supply chain finance – which can’t really
be resolved – is what happens if the
recession hits again? Will the support
suddenly be taken away?
Schmand: We learnt from the crisis
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Needham: I spoke to the head of a
major Indian conglomerate a year ago,
who said their problem is that their
component manufacturers in the UK just
can’t access the financing they need to
expand their business.
Lawson: There are various reasons why
companies want to implement supplier
financing. Often, it’s not about supplier
finance at all, but about creating greater
working capital for the buyer themselves.
Schmand: You have to choose your
relationships carefully when it comes to
accounts payables programmes. With
smaller companies, for instance, you could

annually. Last year, our turnover was over
US$2.bn. So just our existence is proof
of an appetite for alternative lending.
Indeed, an article in the FT last February
said that around 27% of SME financing
in the US in 2013 came, not from banks,
but from alternative financiers. So it is
a strong global trend.
It is very simple. There has been an
increase in world trade – we are reaching
US$36tn according to the ICC – and
this trade must be funded. However, it
doesn’t look like the global banks will ever
return to their pre-crisis global strength.
The funding, therefore, cannot all come
from the banking industry. It has to come
from somewhere else.
Everybody is talking about diversifying
risk and sources of funding, and we
believe we provide that alternative.
And Falcon has a 20-year track-record
that proves we do it successfully – both
for the SME around the corner, and also
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for the Dells and JCBs of this world.
Lawson: We have seen many clients over
the past 18 months – both SMEs and
large corporates – look to diversify their
funding source. They do not want to put
all their eggs in one basket, and there are
now plenty of different options.

of smaller entities and really understand
them. So the stronger these financiers
become, the more helpful it is for us.
Keogh: I agree. I see it as a good thing.
Lloyds is a big factoring company in its
own right, but we finance some of our
biggest factoring competitors. Why? It is a

“IT DOESN’T LOOK LIKE THE GLOBAL BANKS WILL
EVER RETURN TO THEIR PRE-CRISIS GLOBAL STRENGTH.”
Kamel Alzarka, Falcon Group

Godier: David, is that something your
company looks at?
Barton: We do diversify, and spread the
risk, and we need to look at how to help
our dealers put the right financing in
place to fund their machines. And to do
this we can bring in alternative financiers.
It’s something that helps us grow and be
more competitive around the world.
Godier: And Jacqueline and Daniel,
how do you look at alternative
financiers?
Schmand: I see them as a welcome –
and necessary – addition to the financing
world. While we’re happy to finance the
big companies in the emerging markets,
we have regulatory burdens that mean we
cannot, from a risk perspective, analyse
many small entities. Whereas alternative
financiers can look at the business models
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need to look at how to connect them with
the UKTI and relevant offices abroad.
Lawson: It does seem that there is a
lack of awareness among companies,
and educating them is as important as
getting the insurance and financing in
place. One of my roles is as chairman of
British Insurance Brokers’ Association
(BIBA), and I have found UKEF to be
very proactive in coming in, presenting
to brokers, and trying to create greater
awareness.
Godier: Is it fair to say that the
challenges UK exporters face are more
deep-rooted than financing issues?

very big space, and if corporate clients need
to finance somewhere else, I welcome it.
Lawson: I think with alternative financing
there is a definite focus around client
service. They provide clients with greater
tailored service around specific needs.
It isn’t replacing mainstream traditional
banking, it complements it. And I think
diversifying your funding portfolio is a very
prudent move in the current conditions.
Godier: Do companies know that
there are all these different options
and support available – through
alternative financing, banking,
insurance and ECAs?
Needham: The problem I see time and
again with small companies – by which
I mean anything with revenue between
US$30-20mn – is that they do not use the
system in place, because they don’t know
about it. Banks and other financial partners

Keogh: Even if we threw money at every
entity that wanted to export, I’m still not
sure that would be enough. Do we actually
produce enough to export in the first
place? The UK economy is still to a large
degree dependent on other sectors such as
the financial and services sectors, and the
manufacturing industry has only really just
started to grow. The problem is, it doesn’t
look like there are enough people with the
skills required to manufacture. We need
to focus on developing that skillset.
Needham: You’re right in saying the
manufacturing base is so small that it’s
difficult. But it is a diamond. There are
all sorts of British businesses that are very
good. The problem is reaching them to
provide support.
Dodgson: There are a lot of companies
who either could start exporting, or
could be doing more. The government is
seeking to provide the services through
UKTI and products through UK Export
Finance to enable them to get out there
and sell.
But I think we also need to look at the
broader landscape. The French, Italians
and Germans are expanding into the
emerging markets. In comparison, British
exports are too focused around the EU
and North America, which means that
when these economies are sluggish – as
they are now – exports prospects reduce.
So the challenge is not just to increase
exports, but to broaden the destination
of British exports beyond the EC/North
America to fast growing countries in Latin
America and the Far East.
Schmand: It’s a wider mindset. Take
France and Italy: they are really geared
to supporting and promoting exporters
– their embassies have all the materials,
information and contacts they need. This
is an approach that should be replicated.
In addition, in order to reach its goal
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for 2020, the UK would benefit from
having a really clear idea of which sectors
it should be supporting. The level of
focus that saw the successful development
of the UK financial sector, if applied
to key sectors that have been identified
as showing strength and potential, will
enable the UK government to open doors

for them abroad, before it then focuses on
financing that trade. Knowing in which
sectors your strengths lie, rather than too
broad an approach: that’s the key.
Alzarka: What Daniel says about
embassies nurturing foreign relationships
is very true. I started Falcon 20 years
ago through leveraging on foreign
relationships to find my first clients.
Needham: Of course, so much British
manufacturing is not owned by British
companies. Foreign companies use the
UK as a manufacturing base with the
aim of exporting to Europe, not to the
emerging markets. So the choice of
where to export often isn’t ours.
Godier: Do you feel optimistic or
pessimistic about the UK export
sector?
Dodgson: I’m always an optimist.
I’ve been associated with exporting
for 40 years now, and I really see the
commitment of the government behind
its export strategy and its determination
to raise the UK’s export performance.
Yet there are some fundamental issues
in the British economy that can’t be
solved overnight. We have to develop the
industry, the banks and other players with
the capability and competence to drive-up
exports. It will take real commitment
from everyone to make it happen – now
and in the future.
Keogh: I’m an optimist, but in the longer
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term. When we talk to manufacturers,
one topic that increasingly features is
‘onshoring’: manufacturers are looking to
bring business back to the UK.
From a financial perspective I have
hope, because the crisis forced banks to
go back to their bread and butter and
focus more on serving their clients and

“THE UK IS ON THE RIGHT TRACK,
AND DOING THE RIGHT THINGS
– IT IS JUST ABOUT MAKING
FULL USE OF THE SUPPORT
THAT ALREADY EXISTS.”
Daniel Schmand, Deutsche Bank

understanding and analysing client business
to be able to deliver good solid solutions
for customers. And, of course, as the UK
has traditionally been an international and
trading hub with a lot of diversity, there is
a greater focus on international trade.
What causes me concern is that I don’t
think the problem is a lack of finance,
but rather skills, capabilities and mindset.
I don’t see the UK economy as a whole
taking sufficient action to address those
issues.
Barton: I do think there is an issue for
SMEs when it comes to raising financing
– not just from banks but also through
insurance companies – because they are
perceived to be less important.
I am more optimistic now than two or
three years ago. The banks are now being
proactive and UKEF considerably more
active with new products making export
policies and credit cover more readily
available.
Needham: There is a flexibility in the

way the British do things that means there
is great potential for a very creative and
successful British manufacturing industry.
Does it have financial support and
government backing? It didn’t, because the
attitude of the treasury was anti-exporting.
But they’ve changed. I think the cultural
mindset change has actually been in the
treasury – which is more important than
among the politicians, as they generally
end up doing whatever the treasury wants.
Alzarka: I think that if there is an efficient
industry within which there are companies
that want to export, then between the
private sector, public sector and the
government we will find a way to finance
it. Where there is a will, there is a way.
My major concern is with regulatory
proposals that are presenting a challenge
to SMEs that wish to export – which is an
issue throughout Europe. I’m optimistic,
but I think we need more understanding
from policy-makers about the impact
regulation has on business.
There has been a huge shift in the
finance industry. There is now more
collaboration between players to provide
funding, and alternative financiers are
definitely a part of that.
Schmand: I’m optimistic. The support
that the market needs is there: from
banks and the government, to ECAs
and similar international agencies. If
you look at the big Spanish, Italian or
German companies, they use between 8
to 12 ECA-type organisations in different
functions – combining them to negotiate
the right conditions and policies. UK
companies could make more use of such
international agencies. So the UK is on
the right track, and doing the right things
– it is just about making full use of the
support that already exists.
Nagle: I think the fact that we’re all in
this room discussing it is a good sign, and
a step forward. I agree that it will be a
long journey, and that there are huge gaps
in information and education that the
government needs to address. But we are
collaborating, and that is key.
Lawson: I’m cautiously optimistic.
Companies in the UK need to extend
their growth ambitions beyond European
markets and focus more on emerging
markets. But I think Richard is right –
there is raw talent and entrepreneurial
innovation within the UK. The challenge
is giving it a platform for growth.
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