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Editorial welcome

Navigating geopolitical
headwinds
Nikolaus Giesbert
Divisional Board Member,
Institutionals &
Transaction Banking
The financial industry has been confronted with its fair share of challenges in recent
years. What is different now is the pace and frequency of change that we face.
If the pandemic drove many of us to reassess how we prepare for upheaval and how
we can limit its impact on our businesses, then the dynamics of the current crisis
following Russia’s invasion of Ukraine are requiring us to become even faster and
more flexible.
Given the significant disruption across the world, for this issue of FI.News we have
brought together a panel of Commerzbank regional experts to discuss how supply
chains are being affected by global trends, and how specific markets are navigating
the challenges. As we can glean from the assessment of Christian Toben, Kristina
Holzhäuser, Hans Krohn, Ivica Langauer, Franz Murr and Juan Löhnert, amidst the
turmoil there also exist opportunities for certain countries to capitalise on shifting
trade corridors. There is a chance now for emerging markets to step up and forge
new business connections.
Meanwhile, Kathrin Eich and Kristina Holzhäuser examine the growth of ECA
finance, looking at how the role of these government-backed agencies has evolved

3

with changing economic priorities, and how together, banks and ECAs can provide
vital support for emerging markets.
In this issue, we also take a look at the automotive sector, a prominent industry
affected by rapid transformation. Michael Kilka and Cedric Perlewitz explore the
current megatrends impacting this truly global industry as the very technology
upon which it was founded is reimagined in the face of innovation and supply chain
pressures. Long-established models are being completely restructured, while old
rivals are forming exciting new alliances.
Christoph Berentzen, in turn, discusses the role of financial institutions (FIs) in
promoting sustainable methods through technology, looking at how application
programming interface (API) software can facilitate circular business models.
In a similar vein, an announcement from our newly rebranded innovation unit neosfer
reveals how Commerzbank is poised to support the integration of these sustainable
practices by exploring nascent technologies and facilitating collaboration.
Our role as a financial institution is to update and innovate our offering to meet the
evolving needs of businesses. Digitalisation and sustainability remain firmly on the
agenda as we continue to provide the stability, expertise and appropriate products
that will allow our global clients to thrive during these challenging times.

.

We hope you enjoy reading our latest insights.
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Spotlight

Geopolitical trends in
trade: seeking
opportunities among
the challenges
In times of uncertainty, how can banks best support their clients around the
globe as they navigate a complex, fast-changing landscape? Commerzbank
experts from across the financial institutions business come together to
discuss how supply chains are being affected by global trends, and how
specific markets are positioned to take advantage of the disruption.
At the table:

Christian Toben,
Head of Financial
Institutions,
Emerging Markets

Kristina
Holzhäuser,
Regional Head,
Africa

Hans Krohn,
Regional Head,
CIS & Mongolia

Q

The sanctions on Russia imposed by the
international community following its
invasion of Ukraine have created significant
disruption across global markets. Beyond the
immediate implications of the conflict, the war is
also likely to sever well-established trade links.
What are the repercussions for traders?
Christian Toben: Indeed, beyond the immediate
effects we are experiencing, the conflict is driving
foreign policy and foreign trade reorientation in
Western Europe. New trade routes that have so
far seen little integration with international supply
chains could come into focus. Ultimately, it is too

5

Ivica Langauer,
Regional Head,
CEE & Turkey

Juan Löhnert,
Regional Head,
Latin America

Franz Murr,
Regional Head,
Asia

early to say what those new trade corridors might
be. But what is certain is that traders must be
prepared for the changes to come.
Hans Krohn: For several years we have seen
Russian businesses moving away from Western
suppliers, turning predominantly to China instead.
This trend has been supercharged by the ongoing
war and resulting sanctions. At the same time, the
overland trade corridors passing from Western
Europe to China, which depend on Ukraine, Belarus
or Russia as transit countries, have now closed
almost entirely – representing one of the most
sudden and drastic changes to trade corridors I’ve

seen for a long time. This is significantly impacting
the Belt and Road Initiative, for example, as
Kazakhstan and Ukraine were used for rail and road,
and that has now stopped. Circumventing these
interrupted trade links will inevitably require longer
supply chains.
CT: If we look at it from the view of our clients,
however, this disruption also creates opportunities.
As we seek to support them through the
uncertainty, we are in constant dialogue to help find
alternative markets and ways to help them develop.
Some markets, for instance, will need significant
investment.
Ivica Langauer: We see something like this
happening in CEE and Turkey for the establishment
and expansion of manufacturing capabilities and
infrastructure. This also represents an attractive
opportunity for FIs, but it may require an adjusted
risk appetite in certain countries.

Q

With regionalisation a growing topic for
discussion in the industry following the
pandemic – and in the face of current events – has
the supposedly unstoppable advance of
globalisation now been put into question? If so,
how will corporates’ supply chain planning be
affected?

CT: Globalisation will not stop, but it will change.
As the current geopolitical situation places a
strong focus on security of supply, we may see the
concept of “near-shoring” evolve into “friend-” or
“ally-shoring”. By trading with reliable countries
that share similar values, institutions and strategic
priorities, supply chain risk can be mitigated. But
equally, neither should producers simply swap
dependency on one market for another. Being
independent is no contradiction to globalisation,
however. Depending on the strategic importance of
the respective goods, sourcing might be done via
near-shoring or from the global markets.
But while change has always been a feature of
global trade, what’s different now is the pace and
frequency of change, with the time stakeholders
have for adaptation becoming shorter and
shorter. As banks, we must be prepared for this.
We must become faster and more flexible. This
requires effective investment in digitalisation and
initiatives to enhance trade finance, such as Marco
Polo, Contour and Congo. APIs, which encourage
integration and collaboration with fintechs, are
fundamental to helping banks become more
agile and support clients through ever-changing
circumstances. Moreover, they are important
because, like with businesses and their supply
chains, we cannot take the risk of becoming
dependent on one provider.
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Juan Löhnert: Precisely, and to expand on that
point, there will be more focus on diversification
and sourcing different trade partners. But global
trade will remain. We won’t see production coming
back to Germany, for example, because the labour
force is very expensive, meaning that products
wouldn’t be competitive. So manufacturers will
continue to outsource production, but probably
not as much to China as was previously the case.
Perhaps to India, Africa and, hopefully, Latin
America instead.

Change

has always been a
feature of global trade, what’s
different now is the pace and
frequency of change, with the
time stakeholders have for
adaptation becoming shorter
and shorter.

IL: I agree. If you consider existing inflation
concerns in Europe, bringing production back –
which would see many everyday products double,
triple or quadruple in price – would be completely
unsustainable. And inflation is affecting countries
across the world.
CT: Something else to note is that the just-intime (JIT) approach to production, which has

7

been popular for years now, presents many risks.
In a short period of time we have encountered
obstacles ranging from the rocketing costs of
global shipping containers – which in some cases
have increased tenfold compared to pre-pandemic
prices – to goods becoming stuck in the Suez
Canal, to trade route disruption due to the war in
Ukraine.
Surveys have shown that up to half of all companies
are confronted with supply chain disruptions and
raw material shortages. These challenges will drive
a change for many businesses. Whereas the most
important criterion in their supply chain selection
was the maximisation of working capital efficiency
– hence the JIT approach – priority will now shift
towards procurement security. Consequently,
supplier loyalty will gain importance, storage will
increase and financing structures will change. This
represents an opportunity for banks to support
clients with the working capital solutions they need
to build more resilient supply chains and grow their
business.

Q

The ongoing conflict has ramifications that
extend far beyond Europe. How are different
markets mitigating the challenges presented by
the current environment? Do you see common
approaches across regions?
JL: Virtually every country that imports or exports
goods is affected by the war and resulting
sanctions, and emerging markets are being put
under considerable pressure. Some are more

exposed than others. Paraguay, for instance, was
heavily reliant on the Russian market for its meat
exports. Of course, one can’t generalise. The
current geopolitical turbulence and the underlying
economic trends clearly do not affect every region
the same way. Even within regions, the unique
circumstances of each market mean that clients
may need to adopt different strategies to mitigate
new challenges or seize upcoming opportunities.
Franz Murr: Absolutely. From an Asia-Pacific
perspective, we have seen three key trends
emerging as countries respond to the challenges.
These centre on imports, exports and production.
Firstly, some markets have chosen to halt nonnecessary imports. Sri Lanka, which is struggling
to keep up with high energy and food prices to
the point of defaulting on its debt, is one example.
Pakistan has also stopped importing luxury items,
including cars, due to its low foreign currency
reserves. This, in turn, impacts the exports of
some advanced markets. The second trend is
export restriction. India, for example, has stopped
exporting wheat to curb food shortages within its
own borders.
Thirdly, there are ongoing impacts of COVID to
factor in. Severe lockdowns in countries such as
China and Vietnam meant that orders were shifted
elsewhere to keep production going. For instance a
significant portion of orders in the textile industry
moved to Pakistan and Bangladesh. And now that

the business is there, it will likely stay there for
some time to a certain degree.

Supplier

loyalty will gain
importance, storage will
increase and financing
structures will change.
This represents an
opportunity for banks to
support clients.

JL: Ivica previously mentioned the global impact
of inflation, and that is something to consider here
too. As interest rates begin to climb following years
of historic lows, investors could in theory be less
inclined to deal with emerging markets as they
opt for the relative safety of larger economies. But
rather than prompting investors to divest from
emerging markets, rising interest rates will more
likely make them differentiate between markets,
and become more discerning as to which offer
better investment opportunities. With its extensive
network of regional experts, Commerzbank is on
hand to offer the advice and solutions needed to
reposition in a complex, fast-changing world.
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Q

Aside from risks, you’ve also alluded to the
opportunities presented by change. Which
emerging markets are best placed to seize
opportunities emerging from the current
environment?
JL: As with COVID, every crisis creates both winners
and losers. The sanctions against Russian exports
will bring opportunities for Latin America. With
a strong export focus on oil and gas, agriculture,
steel and iron, countries in the region can step in
as a supplier to fill the gap where Russia is not
allowed to export. Venezuela, for instance, was
internationally isolated and suffering from economic
sanctions. But in a complete turnaround, with the
US recently signalling it may ease its sanctions, it
may soon have the opportunity to export its oil
across the globe – which, given current oil prices,
would create a significant boon for its economy.
Kristina Holzhäuser: As for Africa, the opportunities
that are likely to arise from this crisis will centre on
renewable energy trends picking up speed. What
COVID did for digitalisation, the war in Ukraine may
do for the energy transition.
The risks of fossil fuel reliance have become clear,
and all the countries that depend on costly energy
imports are now likely to invest even more heavily
in renewables. Parts of Africa stand to benefit
massively due to the immense potential for wind,
solar and hydropower, which, as technology
advances, could also be used to produce green
hydrogen. With the right investment, we could see
countries such as Morocco, Namibia, Egypt and
Kenya become global hubs for clean energy.
CT: Yes, it is clear trends around energy sources,
sourcing and energy types will play a key role
in determining the location of investments – be
that North Africa or the Middle East, for example.
Investment into energy production will drive
economic growth and prosperity for those countries
which, in turn, will shape the creation of new trade
corridors.
As a major financier of renewable energies,
Commerzbank is a strong supporter of the energy
transition, and our own Energy Competence Centre
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in Hamburg facilitates close interaction between
business, science and research in order to promote
sustainable innovation.
FM: Asia, meanwhile, is also home to several
countries – Vietnam, Nepal and even Pakistan and
China to an extent – that are taking the current high
prices of fossil fuels as an incentive to accelerate
their renewables investments. Nepal, for instance,
is exploring hydropower. Countries like India, which
are heavily dependent on coal and oil imports, have
also started to change their mindset and invest
more in green energy.

What

COVID did for
digitalisation, the war in
Ukraine may do for the
energy transition.
JL: While that is certainly true, countries rich in
energy resources, on the other hand, buoyed by
high prices, are now likely to capitalise on them
more than ever, especially if the export of fossil
fuels is the primary driver of their economy. If they
will earn more money by extracting and exporting
coal, they will do that. We may even see an increase
in practices such as fracking. So I worry that there
could be a negative impact on the energy transition,
as there is the risk of some economies remaining
reliant on fossil fuel exports for longer than
previously anticipated.

Q

What steps can financial institutions, such as
Commerzbank, take to support emerging
markets amid the shifting geopolitical trends?
How does this approach inform the way you
engage with clients who also need suitable
support and guidance?
HK: The best way that a commercial bank
can support emerging markets is to continue
supporting crucial trade flows. The importance
of banks like Commerzbank – that have large,
international correspondent banking networks
and billions in terms of credit lines – in facilitating

international trade cannot be stressed enough. We
provide strong, innovative trade finance support,
and I think our efforts and commitment to clients in
this respect have always made us very proud.
IL: I agree. We are dedicated to mitigating the
trade finance gap, which prevents many emerging
markets from accessing the funding they need
to take the next step in their development.
Where possible, we deploy our credit limits for
each country towards the import of important
commodities. During the height of the pandemic,
for example, we prioritised letters of credit involving
agricultural goods, medicine and vaccines over
other, potentially less critical goods.
KH: Another way to help is by supporting
multilateral development banks. These institutions
continue to play an instrumental role in helping
member states cope with the current uncertainty
– not least as they often fund the import of
commodities such as wheat, which has been greatly
affected by the war. Commerzbank is actively
funding these multilateral organisations, structuring
bilateral loans as well as helping them access the
global bond markets.
CT: At the level of client support, the short-term
diversification of supply chains creates a new need
for protection that cannot necessarily be achieved
with more traditional financial instruments. Here,
banks must engage in a proactive exchange with

affected clients in order to find efficient solutions.
In the medium-term, FIs should actively grow and
adapt their product range to the new circumstances,
expanding their trade finance and supply chain
finance (SCF) offerings where appropriate. New
supply chains may also require new working capital
financing structures, such as inventory finance,
borrowing base finance, or reverse factoring.

Banks

must engage in a
proactive exchange with
affected clients in order to
find efficient solutions.

What is clear is that change is an embedded theme
within global trade. And banks too are having to
change – harnessing digitalised processes to enable
greater flexibility. Commerzbank is committed to
this approach. Looking ahead, we will continue to
ensure that the breadth of our local presence and
representative offices – as well as our network of
partner and correspondent banks – remains relevant
to the new trade corridors that emerge, and we will
be steadfast in our support for clients in the everevolving landscape of global trade.

.
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Expert view

ECA finance: facilitating
emerging market growth

Kathrin Eich
Global Head of Export &
Agency Finance

Kristina Holzhäuser
Regional Head,
Financial Institutions,
Africa

Kathrin Eich, Global Head of Export & Agency Finance, and Kristina
Holzhäuser, Regional Head of Africa, examine the growth of ECA
finance, looking at how the role of these government-backed agencies
has evolved with changing economic priorities, and how together,
banks and ECAs can provide vital support for emerging markets.
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Export Credit Agencies (ECAs) and the
alternative sources of finance they can provide
are growing in prominence; recognised as a
valuable funding option to develop emerging
markets and, increasingly, to support the global
green transformation. While the function of this
government-backed finance remains to support the
domestic economy, facilitating transactions that are
not able to access alternative sources of funding,
the role of ECAs is adapting to changing market
trends and client needs.

ECAs cover standard export finance transactions,
but their scope – determined by each respective
government – has expanded with new products
and geographies. In the UK for example, COVID
recovery related products were introduced for
domestic businesses, largely unrelated to export.
Sustainability-focused ECA products are also on the
rise as an effective instrument to finance the green
transition.

ECAs operate under the mandate of their local
government and are effective political instruments
providing insurance options and, in some cases
even financing, for the benefit of exporters where
the private sector has limitations. Traditionally,

Much of the traction that has been seen in ECA
finance can be attributed to increased borrower
awareness of the product as a viable option
available for emerging market transactions. For
Commerzbank – a long-standing, strong advocate

Importers lead the mandate

of ECA solutions – this has resulted in a shift over
time in the way ECA transactions are generated.
Initially, with a large portion of our business
originating with the exporter, it would be they who
would recommend the product to their importer
counterparty and bring us in to facilitate the
transaction.

factor too. When it comes to smaller transactions
with shorter payment terms, the workload
associated with an ECA loan simply doesn’t add
up. That is why we look closely at each and every
project we are presented, so as to advise and
provide our clients with the most suitable trade and
export finance solution.

But now, with importers and borrowers much better
informed, our ECA business largely originates in the
import market. This is where our network of local
banks on the ground in issuing countries proves
invaluable, in acting as essential intermediaries.

Financial inclusivity in emerging markets

Leveraging ECA
A key benefit of ECA finance, compared with capital
market instruments such as bonds, is that it can be
tailored to suit the needs of a specific project. For
instance, the drawdown period can be customised,
with a range of long tenors available dependent
on the sector. The loan is also only drawn upon if
and when the project reaches a specific, agreed
milestone, or if a delivery takes place. This is in
contrast to capital markets instruments, where the
whole amount is drawn down upfront, irrespective
of whether the full sum is needed at that time or
not.
It must be noted, however, that ECA financing
is not suitable for all transactions, lending itself
more to backing concrete projects, as opposed to
general investment purposes. ECA buyer credits
can also only be extended for investment goods,
not consumer goods. Timescales are an important

For longer-term financing in emerging markets
there is no better alternative than ECAs, which
offer an effective tool for banks to aid businesses
seeking support to grow. In fact, there is little if
any private financing in the emerging markets for
long tenors, making ECA finance the only plausible
solution for many transactions. Working alongside
ECAs and local government bodies, banks are
therefore helping to drive financial inclusion in these
countries, opening doors for investment projects
in areas that would otherwise struggle to receive
support.
After all, it is in the spirit of ECAs to foster financial
inclusivity, particularly as developing infrastructure
and drive business into emerging markets is a
primary aim of the UN sustainability goals. With
disparate agencies operating in these markets,
the Organisation for Economic Co-operation and
Development (OECD) published guidelines in order
to create a level playing field among OECD ECAs.
At Commerzbank, we are seeing a steady
increase in ECAs as a percentage of trade finance
transactions in emerging markets, most recently
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in Africa in particular. An example from our own
books is the expansion of an African fishing port by
an international marine technology conglomerate.
The first phase of construction required an
investment of around 100 million euros to cover
extensive infrastructure measures. Through our
existing relationship with the client and extensive
experience in this specialist market, an ECA loan
was identified early on as the most appropriate
financing solution. Commerzbank provided half of
the buyer credit alongside a fellow European bank
to the respective African Ministry on the basis of
viable ECA cover from a European agency.
This transaction demonstrates the central role of
ECAs, forging a path for meaningful investment in
emerging markets by insuring exporters and banks
against bad debt losses through export credit
guarantees. The risk cover provided by the state
brings the financing bank high-quality collateral,
resulting in cost-effective, long-term financing to
the benefit of all involved. It is no wonder more and
more African importers are turning to this form of
financing through their partner banks.
ECAs are evolving over time and adapting to the
changing needs and trends of the market. ECAs
and the governments behind them therefore
acknowledge that emerging markets also need
to develop their own economies. Infrastructure
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development is a hot topic nowadays, particularly
when working with emerging markets, speaking to
the all-important “social” aspect of ESG.
In response to this, the OECD consensus decreed
that local costs can also be included in the cover
to a certain extent. Local costs in this sense
mean those incurred through installation or
implementation of an imported product at the
destination. For example, the costs to construct and
install a piece of machinery. It was previously limited
to 30 percent of total export contract value, but
there was a call to support the local economy by
raising the value contribution limit. ECAs adapted
accordingly and have now implemented an up to 50
percent local cost component.
ECAs’ role in the green transition
Operating under the mandate of the local
government, naturally the political agenda of the
issuing country is reflected in the ECA policy.
The commitment of EU governments to the Paris
Agreement and net zero is a prime example.
How, however, are political statements and climate
commitments translated into policy and financing?
That’s where ECAs come in, playing an important
role in the green transition and ultimately bringing
value to borrowers.

ECAs are looking at how to implement local
government climate policies into their own
strategies to incentivise sustainable projects
and move away from those without a positive
environmental impact. How exactly ECAs will
incentivise the green transition will be further
developed step by step. There has been some
discussion around attractive premiums, but from
experience, that is not always the best option.
ECA backing, however, could become a kind of
green or social guarantee, acting as a stamp of
approval from the issuing government that a
business’s project is green or socially beneficial. This
kind of publicity for the transaction is incredibly
valuable as businesses face growing scrutiny from
investors, trade partners and consumers of their
ESG credentials.
With the European Commission’s recently launched
Global Gateway Initiative, the potential for state
guarantees continues to expand. Pledging to
mobilise a total of 300 billion euros in grants
and loans by 2027, the initiative aims to promote
infrastructure projects in developing economies.
This includes sustainable energy projects through
net-zero hydrogen plants and submarine energy
cables connecting developed markets.

It’s
 clear that ECAs will
continue to plug the
investment gap.
However, with the ESG focus comes an additional
workload for borrowers, adding to an already
extensive due diligence process which, however,
is worth it. Qualifying for ECA cover will require a
commitment from borrowers to comply with the
applicable ESG benchmarks and the acceptance of
an ESG action plan for the tenor of the loan.
To this end, ECAs have agreed on benchmarks for
ESG performance largely in line with the World
Bank’s International Finance Corporation (IFC)
standards. Banks recognise this is a complex
transformation process, but are rallying to provide
suitable support and guidance.

At Commerzbank, we handle the whole process
from start to finish. Our dedicated, seasoned
experts have been dealing with ECAs for decades
and have deep market knowledge of the procedures
and guidelines, meaning we can offer unparalleled
insights and ensure a smooth process for clients. It
is our job to structure the project, to apply for the
ECA cover, answer questions and consult with the
borrower if we need further information. We are the
facilitator of the whole proceedings.
Commerzbank is also represented in the Interministerial Committee of the German government
– the decision-making body for German ECA
guarantees. We act as a non-voting consultant
member alongside other banks and industry
representatives. Advocating for our clients and
advising on how ECAs can better support their
needs, we are helping to shape the future of export
finance both in Germany and abroad.
The role of ECAs continues to expand and evolve.
As the markets shift and new trends emerge, an
increasing number of exporters and importers
are turning to ECAs to support sustainable, longterm growth, and rightly so. It’s clear that ECAs
will continue to fill the investment gap and bolster
the development of emerging markets, stepping
in with essential financing options for developing
economies where the private sector simply
cannot.

.
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What’s trending

Paving the way to the
circular economy with
digital ecosystems

Christoph Berentzen
Head of API Banking

As the market increasingly prioritises sustainable practices, the concept of
the circular economy – a model centred upon extending and maximising
the lifecycle of products and raw materials – is gaining traction. Christoph
Berentzen, Head of API Banking at Commerzbank, explores the role of financial
institutions in promoting sustainable business models through technology.

Sustainability goals and strategies are evolving
apace. The vast majority today focus primarily on
reducing or replacing current practices that cause
damage to the environment and society. The circular
economy, on the other hand, takes a more proactive
approach, aiming to create a positive societal
impact by ensuring resources and products maintain
their value for as long as possible. This can involve
a variety of methods, including sharing, leasing,
reusing, repairing, refurbishing and recycling. This
way, rather than, for example, trying to reduce
harmful waste, a circular economy instead looks
to rethink waste entirely, allowing it to re-enter
the value chain as a resource in its own right. It is
applying economic thinking for the needs of today,
and the future.
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Business models founded on the circular economy
vary by the degree of “circularity” they employ,
i.e. the extent to which materials and products
are reused, recycled or refurbished. Circular value
recovery models, for instance, centre on recycling
used material – a practice that has already become
commonplace in many countries across the globe.
Meanwhile, circular use models are more nascent
and ambitious in scope, employing techniques such
as modular design to enable products to last longer.
A technology company, for instance, might design
headphones with components that can be removed,
replaced and reassembled after the end of their
lifecycle.

The circular economy is deeply collaborative in
nature. The higher the grade of circularity involved,
the more market players are needed for the system
to function and support the various stages of a
product’s extended lifecycle. Ultimately, as individual
processes are developed and refined by different
businesses, no one company can achieve circularity
on its own. The traditional concept of the supply
chain is thereby expanded, becoming more like a
network or an alliance of like-minded businesses.

Such ecosystems can make it easier and more
efficient for FIs to support client needs in
establishing and growing pioneering circular
economic practices. Banks can also leverage the rich,
integrated data to deliver innovative, increasingly indemand solutions, from banking-as-a-service (BaaS),
to embedded finance, to platform banking.

Building a sustainable future through collaborative
technology

Undoubtedly, banks have an important role to play
in supporting the uptake of a circular economy,
not least by providing clients with the financing or
liquidity to make the necessary investments. FIs are
also being called upon for their expertise, providing
guidance on setting up payment systems and
sharing insights into evolving regulatory landscapes.
Crucially, a bank can also leverage its position as
a trusted partner to connect different actors. By
extension, a digital ecosystem established by a bank
is the ideal platform for collaboration and integration
between market players.

It is this cooperative model that makes digital
ecosystems the natural solution for implementing
circular economic practices. Digital ecosystems are
essentially technologically enabled networks. They
are made possible by application programming
interface (API) software, which allows trusted
applications and platforms to communicate,
thereby facilitating data exchange from a variety
of sources. By providing access to real-time
financial information and sustainability-related
data, and enabling new forms of collaboration,
digital ecosystems serve as an ideal tool to help
participants build and shape solutions and identify
new partners.

From linear to circular: participation of financial
institutions will be key

While banking, just like any other industry, certainly
needs to become more open and more connected,
it is uniquely positioned to offer the products and
– importantly – the insights most needed by their
clients and partners.
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APIs in action: demonstrating progress through
prototypes
An area in which digital ecosystems and APIs
can be used to advance the circular economy
and drive enhancements for businesses is trade
finance. Currently, the landscape is fragmented and
complex; a situation fuelled by the large number of
stakeholders involved within a transaction. Digital
ecosystems can connect parties from across the
supply chain – including exporters, importers, FIs,
logistics providers and ports. By facilitating the
timely exchange of relevant information, digital
ecosystems can deliver cost and time savings,
greater transparency, while also opening up
new business opportunities through its network
capabilities. Indeed, the circular economy is
combining profitability with opportunity.
Such a profound change is not executed overnight
but implemented through small, progressive steps.
Commerzbank’s recent prototype, the Sustainable
Supply Chain Platform, aims to bring together
partners from across the SCF and sustainable
finance sectors to identify potential synergies. ESG
ratings providers, for instance, could share data
on the ratings of certain suppliers. Using the APIenabled platform, buyers would be able to assess,
at a glance, whether their supply chain is indeed a
sustainable one.
And as regulators become increasingly interested
in businesses’ sustainability data, this level of
transparency will be necessary in order to streamline
potentially bureaucratic processes. In future, a
variety of additional information could be integrated
into such ecosystems – APIs could help corporates
calculate their carbon footprint with the assistance
of CO2 tracking companies, for example. What’s
more, sustainability-focused data can be used by
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businesses to inform new strategies and products.
The application of blockchain on top of this would
help to ensure that private data remains secure and
that access is tightly controlled, ensuring fairness,
transparency and security.
The biggest obstacle to the adoption of the circular
economy, however, is industry buy-in. A successful
solution needs scalability, and lowering the threshold
for participation – in terms of both cost and
technical know-how – will be key to winning over
sceptics.
The collaborative nature of API technology is
reflected in the way Commerzbank’s approach
prioritises client centricity. We have enlisted the
participation of clients in building our prototype,
tailoring it to their needs and taking feedback and
ideas on board.
Our recent whitepaper on the topic is a declaration
that we cannot enable the shift to circularity on
our own – and neither can any other bank. At
Commerzbank, we look forward to the possibilities
created by a more collaborative attitude towards
innovation, and invite all interested parties to work
together with us to create the next generation of
sustainable solutions.

.

Industry focus

Understanding
automotive industry
megatrends

Michael Kilka
Head of Global Sectors &
German MNCS

Cedric Perlewitz
Head of Automotive &
Transport

The sheer scale of transformation currently underway in the automotive
sector requires that banks have in-depth market knowledge if they are
to structure suitable financial products for their clients. Michael Kilka,
Head of Global Sectors & German MNCs, and Cedric Perlewitz, Head
of Automotive and Transport, explore the main industry trends.

The automotive sector is undergoing arguably the
greatest transformation in its history. Driven by
a convergence of factors – from the rise of new
technologies, to shifting regulatory and consumer
demands, to unparalleled market upheaval – the
industry has needed to adapt to changing conditions
at a rapid pace. Understanding the trends that are
impacting the sector has therefore never been
more crucial as banks seek to better inform funding
and provide effective solutions to support their
clients. With new challenges and opportunities alike
presenting themselves, this is truly an exciting time
for this global industry – as it proves its resilience,
champions innovation, and gears up to deliver a new
transport era.
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Plugging in to the future of automotives through
collaboration
Businesses across the globe are increasingly being
required to incorporate ESG into their strategies.
For the automotive industry, however, ESG is
nothing new – it has been profoundly affecting the
industry for years. Traditionally heavily reliant on
hydrocarbons, the sector has needed to revaluate its
impact on the environment, resulting in a complete
rethink of the very technology upon which the
industry was founded. Now, digitalisation and
alternative fuels are enabling a fundamental shift in
vehicle production, centred on reducing emissions
and enhancing the customer experience.

The enormity of a widespread shift from internal
combustion engines to battery power cannot
be overstated, but significant progress has been
made. Driven largely by regulation, Europe is
on track to become the world leader in electric
vehicles (EVs), with electrification rates expected to
exceed 40 percent by 2030. And as rising energy
prices – combined with growing awareness of the
importance of sustainability – prompt consumers
and businesses to consider the price advantage of
running EVs, increased demand could cause this
figure to rise further.

autonomous driving alone. As such, we are seeing
old rivals entering new alliances. Volkswagen and
Ford, for instance, are working together on a global
initiative to develop a fleet of autonomous vans and
pick-ups, leveraging Volkswagen’s MEB (modular
electric toolkit) platform.

The pressure to innovate and meet evolving
demands has required a significant shift in strategy
for many businesses, resulting in a major change
to the structure of the industry itself. In a bid
to keep pace and stave off competition from
newly emerging tech players, collaboration and
partnerships are becoming much more prevalent.

Big tech players are also positioning themselves
through strategic acquisitions. US computer
firm Intel, for instance, acquired Mobileye for
approximately 15 billion US dollars, marking a key
play into advanced driver assistance technology.
Samsung, meanwhile, acquired vehicle software
provider Harman; Amazon also grabbed a slice of
this market with its Zoox robotaxi, and LG acquired
Austrian car light maker ZKW. The end of 2021 also
saw Qualcomm, a wireless technology company that
creates semiconductors, purchase Sweden-based
automotive tech firm Veoneer following a bidding
war against Magna.

This is particularly apparent in the research and
development (R&D) space. The automotive sector
is Europe’s biggest investor in R&D by far, as the
industry delves into the possibilities of autonomous
and electric vehicles. At present, no player in
the industry can meet the R&D requirements of

Dynamics within the supply chain are also being
redefined. Traditionally, manufacturers exerted
a clear dominance over their suppliers, dictating
what they wanted and at what price. But now,
with the development of software and advanced
driver systems, partnerships exist where suppliers
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and original equipment manufacturers (OEMs)
are on an equal footing, working collaboratively.

This

is truly an exciting time
for this global industry – as it
proves its resilience,
champions innovation, and
gears up to deliver a new
transport era.

Conductors and harnesses: managing global
production challenges
Certainly, the sector is abuzz with innovation,
cutting-edge developments and groundbreaking partnerships. But a volatile geopolitical
environment has also created challenges. The
pandemic created significant disruption across
global supply chains, with restrictions impacting
supplier exports, manufacturing and sales. Many
businesses were forced to alter their strategies
in order to cut costs and make processes more
efficient.
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This proved to be a useful exercise in building
resilience however, with the industry subsequently
hit by crucial component shortages. The conflict in
Eastern Europe is having serious ramifications for
many manufacturers and their suppliers, as Ukraine
is a key producer and exporter of wiring harnesses,
which essentially act as a vehicle’s central nervous
system. The country accounts for approximately half
of German manufacturers’ total supply. But with Q1
export volumes down to around 30-40 percent yearon-year, this has resulted in production stoppages
across Germany and the rest of Europe.
What’s more, the predicted production shortfall for
Q2 and Q3 is set to be much more pronounced than
during the so-called 2021 “semiconductor crisis” –
another critical component shortage that hit the
industry just last year. As the Russia-Ukraine war
continues, the “wiring harness crisis” will be a trend
that banks and their clients will need to monitor
closely. While current estimates point to longer-term
recovery, production is not expected to return to
pre-pandemic levels before 2024-2025.
Many larger OEMs are in a relatively comfortable
position, having redirected efforts to premium
brands during the pandemic. The same cannot be
said for suppliers, however, whose business models
have been completely disrupted by production

stoppages, and who normally rely on economies of
scale to drive down costs and ramp up output.
For some larger European suppliers, the balance
sheet should remain robust, meaning short-term
liquidity issues resulting from wiring harness
shortages are not expected. After all, many have
had to cope with significant upheaval over the last
two years. Yet for many businesses, being able to
access working capital support will be particularly
important during this second wave of component
shortages. OEMs, meanwhile, are working in
partnership with suppliers to find solutions to the
shortage, including the reallocation of production
or doubling the output of other supplying countries,
such as Algeria and Tunisia.
Trusted banking partnerships: the constant in a
changing landscape
Due to its capital-intensive nature, the automotive
sector has always been extremely important for
FIs. The value of strong bank relationships came to
the fore during the height of the pandemic, when
the priority of banks was to protect the liquidity of
automotive manufacturers and suppliers alike. Doing
so ensured they were in the best position to endure
a prolonged period of uncertainty and preserve
business continuity. These partnerships continue to

be of utmost importance as the industry faces fresh
challenges and seeks to maximise opportunities in
the digital, ESG-focused environment.
Indeed, a widespread shortage of critical electronic
components is far from ideal as companies look to
advance in the field of electrification and remain
relevant in a fast-paced, competitive market. The
role of banks here is to help limit the impact of
external shockwaves on our clients, while providing
the support and solutions they need to weather
the storm and build strategies for the future. At
Commerzbank, we have supported fundraising
efforts and tailored our credit lines to suit our clients’
needs. We are also working alongside other FIs to
structure loans, using in-depth knowledge of our
clients and the industry to ensure they match their
specific requirements.
Certainly, the importance of collaboration has only
been reaffirmed by recent events, and banking
partnerships are no exception. Through combined
experience, capabilities and industry insights,
such alliances and networks are key to providing
optimised solutions and global opportunities –
helping to ensure our clients can traverse the
complex trends and fast-paced innovation shaping
the market.

.
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In the news
Innovation unit neosfer strengthens focus
on sustainable transformation
Formerly known as main incubator, Commerzbank’s early-stage

among which five have a focus on sustainability – Fairown,

investor and innovation unit has digitalisation and sustainability

Grover, Dabbel, Squake and Global Changer. Neosfer will

at its core.

add to that number by continually looking for investments in
sustainable start-ups.

As the demand for digital solutions continues to grow, an
increasing number of organisations are looking at innovative

Neosfer is also developing its own prototypes. Currently the

new ways to integrate sustainable solutions into their business

company is working on IMPACT solutions, a platform aimed

models.

at bringing together sustainable start-ups with established
corporates that want and need to transform. Neosfer is also

Neosfer, Commerzbank’s innovation unit, is dedicated to

very involved in the area of digital and self-sovereign identities

accelerating the digital and sustainable transformation of the

with LISSI, an identity wallet and identity management solution

bank, its customers, and the economy as a whole. Previously

that is leading the development of base-layer infrastructures in

known as main incubator, this subsidiary has already built

the IDunion consortium.

several solutions designed to shape the future of the financial
services sector.

All the investments and build activities within neosfer are made
possible only through enduring partnerships. “We believe

“Digitalisation and sustainability are undoubtedly the key

in adding value through collaboration - be it with start-ups,

drivers of change in today’s economy,” explains Kai Werner,

network partners or customers – in order to identify and

neosfer’s Managing Director. “At neosfer, we are convinced

jointly tackle the best possible solutions,” says Matthias Lais,

that the two trends cannot be viewed separately but are

Founder of main incubator and Managing Director of neosfer.

closely linked and must therefore always be considered

“Technology is not an end in itself for us, but always a tool to

simultaneously”.

generate real customer value.”

.

The company’s new brand reflects this mission even better
– sustainability accompanies digitalisation at the heart of
neosfer’s business model.
A community-led approach to innovation
Impact Festival
Neosfer researches nascent trends and technologies with the
potential to transform the economy – digitally and sustainably.

Neosfer’s community-based sustainability platform,

By investing in sustainable technology-driven start-ups, and

the Impact Festival, is one of Europe’s largest B2B

supporting innovative entrepreneurs with insights, capital and

sustainability events. It brings together sustainability

strategic advice, neosfer transforms innovation into tangible

pioneers like green start-ups, corporates, and impact

value for Commerzbank and its clients. Indeed, innovative

investors to accelerate the green transformation.

services such as Gini, Stock Republic, Authada and Dabbel are

The most recent Impact Festival, held in Frankfurt

now used within Commerzbank Group or by its customers.

in September 2021, was a success with over 2,100
participants from 20 countries and 170 exhibitors.

Neosfer’s portfolio contains several successful start-ups,
including tech rental platform Grover – which recently achieved

Building upon this success, Impact Festival 2022 will take

Unicorn status indicating a market valuation of over 1 billion

place on October 5-6, in Frankfurt.

US dollars. In total, neosfer is actively invested in 23 start-ups
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Watch our video:
Helping you build a more
sustainable business

Click here to watch

FI.News
If you enjoyed reading this issue of FI.News and haven’t
already subscribed, sign up here to receive future editions.

Sign up now
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