
The retreat of ABN and BNP risks making the financing of raw materials more difficult at a time when the world is already reeling from coronavirus © FT
montage

David Sheppard, Nicholas Megaw and Stephen Morris in London AUGUST 14 2020

Some of Europe’s biggest banks are turning their backs on the business of financing the global market in raw materials, amid a series 
of scandals, large losses and increasing regulation.

This week ABN Amro announced it was exiting commodity trade financing, a business whose roots with the Dutch bank stretch back 
to 1824 when King William I of the Netherlands founded its predecessor to finance the East Indies colonies.

It followed last week’s news of a decision by BNP Paribas to pull back from financing the sector amid questions over the future of its 
Geneva-based branch, which had played a key role in establishing the modern oil trading industry.

Banks lend to traders of energy, agricultural and metal commodities through facilities encompassing borrowing bases, revolving 
credit lines and simple letters of credit. With a single supertanker capable of hauling a cargo of crude oil valued at more than $80m — 
or far more when oil prices are higher — the sums involved can be substantial. The retreat of ABN and BNP risks making the 
financing of raw materials more difficult at a time when the global economy is already reeling from coronavirus.

Commodity traders, which operate on razor-thin margins, said they expected that less competition would naturally cause costs to rise. 
The largest of them believe they may be beneficiaries if smaller competitors are squeezed out.

“If more banks withdraw from the sector then everyone could face higher financing costs, especially the smaller players,” said an 
executive at a major commodity trading house. “It’s likely to be part of a cycle and we wouldn’t be surprised to see more exit, before 
stronger banks fill this space. But in the short-term less competition will be a factor.”
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