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Abstract: International trade, the major area of engagement in Nigeria's economy, heavily depends on the 

performance and efficiency of financial institutions (especially Deposit Money Banks [DMBs]) in the discharge 

of trade transactions. The DMBs engage in international trade via providing financial services, including letters 

of credit, trade finance loans, and foreign exchange services required by businesses to import and export goods. 

At the same time, a host of structural challenges including foreign exchange instability, high cost-to-serve, 

regulatory encumbrances, and cyber threats usually hike the inefficiencies encountered by DMBs in trade finance. 

The paper appraises the efficiency of DMBs in international trade finance in Nigeria evaluating their performance 

in international trade of goods over periods carving an opportunity during and after the pandemic, including 

analyzing the nature of trade finance provisioned by DMBs, while concurrently reflecting on salient factors 

inhibiting DMBs' efficiency in serving businesses' trade finance needs in Nigeria. DMBs perform painstakingly 

well in the international trade ecosystem, but great challenges potentially impede their ability to serve well while 

presenting practical opportunities towards improved efficiency and growth. The research distinguishes the 

performance of DMBs from those of the banks in competing emerging markets, thereby providing lessons and 

best- practice examples that can be borrowed for better service provision. It also discusses the role of the Central 

Bank of Nigeria in the sector and outlines crucial considerations such as regulations' impact and implications on 

banking performance and efficiency in achieving and supporting trade for Nigerian businesses.  
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Introduction  

Trade financing is an essential aspect of international trade, providing businesses with the capital they need for 

cross-border transactions. As globalization continues to reshape the world economy, an increasing number of 

countries rely on international trade to boost economic growth, create jobs, and promote economic stability. 

International trade comes with financial risks, such as fluctuations in exchange rates, delays in payment, and risks 

to the counterparty. These financial risks can be mitigated through structured trade finance solutions provided by 
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financial institutions, particularly Deposit Money Banks (DMBs) that are designed to enhance liquidity in the 

trading process and enable trade transactions to proceed with minimal delay. Trade finance mechanisms, including 

letters of credit, export credit facilities, and trade guarantees, are important in removing some of the uncertainties 

involved in global trade; these financial instruments help to reduce risk by assuring exporters and importers of 

payment, bridging currency risk, and facilitating market expansion. In many emerging economies such as Nigeria, 

where trade finance has become a source of economic development, the efficacy with which DMBs provide trade 

finance to businesses impacts the growth of businesses engaged in import and export.   

The Role of Deposit Money Banks (DMBs) in Nigeria  

 One of the primary functions of commercial banks of Nigeria is financing international trade through them in 

giving liquidity and credit facilities to businesses. Most Nigerian exporters and importers require short-term and 

long-term financing to settle trade obligations. By providing trade credit, DMB offers a solution using this to 

facilitate possible imports and to provide the timely payment to get goods or services through an international 

source. Letters of credit serve as key instruments to secure payments to sellers after fulfilling contractual 

obligations.  

In fact, some trade loans, some structured finance products, and overdrafts were also made available from 

Nigerian banks to close this financing gap.  

Another significant function of DMBs in trade financing would be to manage foreign exchange. Some companies 

are exchanging various currencies through transaction banks, which include peso transactions, as most 

transactions are done in dollars through an international transaction. Other strategies utilize cash management 

arrangements to protect the exposure of a bank in constant contact with euro-dollar trade within Nigeria. The 

naira has suffered from its volatility, causing continual problems in trade financing and necessitating the use of 

forex strategy instruments like forward contracts and currency swaps to allow smooth operations with clients 

without worrying about the exchange rates.  

These other aspects are compliance checks against international trade regulations. Amid the complexity and 

customizations of global trade, businesses have to do it in compliance with trade policies-these may be tax-related 

or anti-money laundering (AML). DMBs help clients comply with a certain regulatory process by performing all 

due diligence, ensuring compliance with trade documentation, as well as providing advice. With their ability to 

simplify these, delays in trade are avoided and business becomes easy.  

  Research Problem, Objectives, and Significance  

 While DMBs (Deposit Money Banks) play a vital role in the trade finance space in Nigeria, a multitude of factors 

impedes their effectiveness in facilitating global trade. Businesses face challenges ranging from high interest 

rates, shortages in their foreign exchange needs to regulatory limitations, which all serve to make trade finance 

costly and burdensome. The complex and cumbersome documentation and compliance required by regulatory 

issues from local and international institutions also contributes to delays and inefficiencies in trade finance.  

Given that some Corporate Firms already have bank relationships and access to trade finance facilities, credit 

availability is a broader issue for the trade financing space in Nigeria, especially for SMEs (Small and Medium 
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Enterprises). SMEs experience much more difficulty in obtaining financing due to excessive lending 

requirements, collateral issues, and perceived lending risk, limiting the overall ability of trade financing for 

businesses seeking international opportunities. More challenges exist from a trade financing view - such as the 

volatility existing in the Nigerian foreign exchange market. Significant and historical variability in the availability 

of forex creates uncertainty for businesses and makes it difficult for importers and exporters to establish their 

plans for the transaction or efficiency in trade financing. The trade financing challenge is compounded with the 

historical devaluation of the Naira and restrictions placed on budgets and other related financing matters by CBN 

(Central Bank of Nigeria).  

  Conceptual Framework  

 1. Definition and Functions of DMBs  

Deposit Money Banks (DMBs) are financial institutions licensed by respective regulatory authorities to accept 

deposits, provide loans, render payments, and offer various other financial services to individuals, corporate 

entities, and governments. In Nigeria, DMBs are regulated under the aegis of the Central Bank of Nigeria (CBN) 

and are involved in the activities of financial intermediation, which are instrumental in fostering economic 

stability.  

2. Functions of DMBs in Trade Finance  

DMBs contribute significantly to trade finance by performing the following functions:  

1) Providing Credit Facilities  

a) Various businesses working in international trade can access the loan facilities offered by DMBs, 

including working-capital loans, overdraft, and term loans.  

b) These help businesses finance production, inventory, or operational costs awaiting payments from 

international buyers.   

2) Issuing Trade Finance Instruments  

a) Essentially, the heart of trade finance comprises instruments like letters of credit (LCs) and trade 

guarantees, export credit facilities, and supply chain financing-all extended by DMBs.  

b) These instruments are an appropriate means to hedge the risks besetting cross-border transactions.   

3) Facilitating Foreign Exchange (Forex) Transactions  

a) In managing international trade transactions, forex is crucial, since businesses import and export 

currencies to build up payment.  

b) They provide forex services and facilitate currency hedging and risk mitigation for exporters and traders.   

4) Improving Payment Systems and Transaction Efficiency  

a) Banks run safe and speedy payment avenues in the form of SWIFT, EFTs, and correspondent banking.  

b) These systems ensure smooth payment processing between importers and exporters.   

5) Engagement in Risk Management and Trade Advisory Services  

a) In view of the complexity of global trade, DMBs assist businesses to understand and mitigate risks related 

to non-payment, currency fluctuations, and changes in trade policy.  
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b) They advise the business on issues related to compliance with trade regulations, customs documentation, 

and financing alternatives.   

6) Supporting Small and Medium Enterprises (SMEs) In Trade  

a) Trade finance for SMEs in Nigeria is difficult because of high-interest rates and stringent collateral 

requirements.  

b) DMBs tailor financing solutions for SMEs for easier access to international markets.   

3. Role of DMBs in Nigeria’s Trade Finance Landscape  

Trade serves as the bedrock of Nigeria's economy, where significant exports comprise crude oil, agricultural 

goods, and manufactured products. Nonetheless, Nigerian companies experience challenges in securing prompt 

access to low-cost funding. Deposit Money Banks fulfill this gap through structured trade finance.   

 Overview of Trade Financing Mechanisms  

Trade finance involves various mechanisms that ensure smooth international transactions while mitigating risks 

for all parties involved. The key trade finance mechanisms used by Nigerian DMBs include:  

1. Letters of Credit (LCs)  

Definition: Normally, a letter of credit is a document or instrument issued by a bank, as a guarantee to an exporter 

that it shall be paid by an importer when the conditions stipulated in the respective trade transaction are satisfied 

by the exporter.  

Function: Reduce the risk of non-payment, particularly when it comes to new or distant trading partners.  

Types:  

1) Confirmed Letter of Credit: Guaranteed by both an importer's and exporter's bank.  

2) Revolving Letter of Credit: Used for different transactions by the same parties.  

3) Standby Letter of Credit: Financial backup in the event of a default in payment.  

2. Export and Import Financing  

Export Credit: Provision of loans to exporters for the production and shipment of goods.  

Import Financing: Allows the purchase of goods from abroad either through supplier credit or buyer's credit.  

3. Trade Guarantees  

Definition: A trade guarantee confirms that the exporter is assured that the importer is going to meet all payment 

obligations.  

Examples:  

Bank Guarantees: A commitment by a financial institution to pay the seller if the buyer defaults.  

Performance Bonds: Guarantees that exporters will perform to their contractual obligations.  

4. Supply Chain Financing  

Definition: An extended financing process in which banks provide funds to a company based on the strength of 

its supply chain.  

Benefits: Assists SMEs in accessing trade finance by leveraging their relationship with larger corporations.  
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5. Factoring and Invoice Discounting  

Factoring: The institution will, at a discount, buy receivables (invoices) from an exporter, thereby offering them 

immediate liquidity.  

Invoice Discounting: The practice of using unpaid invoices as collateral to access short-term loans by businesses.  

6. Foreign Exchange and Currency Hedging  

Definition: The management of currency risk by financial instruments such as forward contracts and currency 

swaps.  

Function: To assist businesses in fixing the fluctuating exchange rate at the time of making payments in the future.  

 Comparison of Trade Finance Instruments Used by Nigerian Banks  

  Instrument  Function  Benefits  

Letters of Credit  Ensures payment security  Reduces default risk  

Export Credit  Provides working capital  Supports production for export  

Trade Guarantees  Protects against nonpayment  Enhances trade confidence  

Supply Chain Financing  Helps SMEs obtain financing  Strengthens supply chains  

Factoring & Invoice Discounting  Converts receivables into cash  Improves liquidity  

 Key Efficiency Indicators in Banking  

To assess the effectiveness of Nigeria Deposit Money Banks in dependence upon financing international trade, 

some of the core efficiency indicators include:   

1 The Rate at which Loans are disbursed  

a) Time Taken to Process Loans: The faster a bank processes loans to clients, the more efficient it is 

regarded in the trade financing sector.  

b) Access to Loans by SME: Efficiency would also be measured based on the accessibility of trade financing 

to SMEs.   

2 Price of Services for Trade Finance-  

a) Interest Rates: Costs of borrowing would discourage access to trade finance;  

b) Transaction Fees: Lower fees make trade finance services more accessible to businesses.   

3 Customer Satisfaction Dimensions:  

a) Client Feedback: Measures the ease of trading with a finance service;  

b) Reliability of Services: Speed of forex transactions and approvals for trade finance services.   

4 Regulatory compliance and risk management:   

a) Compliance with CBN policy: Banks are required to comply with financial regulations for stability.  

b) Risk-management strategies: aid in prevention of fraud and cyber security measures.   

5 Digitization and Technological Adoption:   
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a) Digital Banking: Adoption improvements the efficiency of processing trade finance transactions on the 

digital platforms;  

b) Implementation of Block chain and AI: State-of-the-art technology ensuring transparency and safety in 

trade financing.   

 The Role of Deposit Money Banks in International Trade  

Deposit Money Banks (DMBs) form the backbone of Nigeria’s entire international trade financing scheme, 

offering the financial resources and instruments for cross-border transaction execution. These serve as credit 

facility offerings, foreign exchange services, and trade finance instruments such as letters of credits (LCs) and 

guarantees for businesses that may enhance trade risk mitigation and thereby, increase the participation of Nigeria 

in the global economy.  

The current section examines the DMB roles in international trade, thus focusing on credit provision, forex 

facilitation, and other trade finance mechanisms.   

 Credit Provision for Businesses Engaged in Trade  

DMBs play an essential role in international trade: the very act of financing enterprises involved in imports and 

exports. With all the investments needed in trade ventures, the financing is severely lacking for many businesses—

especially for SMEs-to participate in the international arena.   

 Types of Credit Facilities Offered by DMBs  

1 Working Capital Loans:  

a) It refers to short-term borrowing meant for business that exist in a more efficient way when day-to-day 

operations come up, along with the waiting time until such time that foreign buyers' payments arrive.  

b) An exporter will use this facility on short-term basis to meet running production cost until he ships out the 

goods.   

2 Overdraft Facilities:  

a) DMBs allow businesses to avail of overdraft services in the event that they are able to withdraw funds 

above their account balance for the general trading purposes.  

b) All of this simply means that the company can quickly respond to demand from the international market.  

3. Pre-shipment and Post-shipment Financing:  

a) Pre-shipment finance is needed to liberate funds for buying raw materials and for production purposes 

before ship loading.  

b) It fills the gap between receiving payment once shipping has taken place.   

4. Export Credit and Trade Loans:  

a) Export credit is a scheme available from Nigerian banks that provides long-term financing to businesses 

in their engaged trade with the world.  

b) These are the necessary loans that could make Nigerian exporters compete in the outside world.   
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Challenges in Credit Provision for International Trade  

Several challenges exist for Nigerian companies, notwithstanding the importance of credit to trade finance. These 

include:  

1. High-Interest Rates: In Nigeria, borrowing costs remain very high and trade finance becomes less 

accessible.  

2. Strict Collateral Requirement: Many SMEs do not have the required collateral to secure trade loans.  

3. Bureaucratic Loan Approval Processes: A long approval time can restrict a business from seizing a trade 

opportunity.  

To broaden access for trade credit, Nigerian DMBs have to consider flexible policies towards lending, digital 

credit assessment tools, and products specifically tailored for exporters and importers.  

  

 Facilitation of Foreign Exchange Transactions  

International trade involves a multitude of currencies, and in forex transactions, the transaction of payments by 

importers and exporters would remain impossible. DMBs in Nigeria take center stage in giving businesses access 

to foreign currency at competitive rates.   

Key Forex Services Offered by DMBs  

1 Foreign Currency Accounts:  

a) DMBs open domiciliary accounts in USD, EUR, GBP, etc. for businesses.  

b) With the accounts, traders can hold and transact in foreign currency without immediate conversion.   

2 Foreign Exchange / Remittance Service:  

a) It does forex buy and sell for trade transactions and helps provide the cash for import and export to 

businesses.  

b) In addition, swift, international remittances are made to suppliers and service providers abroad.   

3 Currencies Hedging and Forward Contracts:  

a) DMBs offer instruments like forward contracts and currency swaps for hedging against the risks of 

exchange rates.  

b) These instruments allow businesses to secure exchange rates for a future transaction and uncertainty 

reduced.   

4 Forex Windows by CBN Regulation:  

a) All banks in Nigeria are supervised and subject to the bank's framework for foreign exchange with the 

Central Bank of Nigeria (CBN).  

b) This includes the official auction windows for forex such as the Investors' & Exporters' (I&E) Window.   

Challenges in Forex Transactions for Trade  

1. Foreign Exchange Volatility: In an environment of fluctuations in forex markets in Nigeria, uncertainty 

is created for businesses.  
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2. Forex Scarcity: Limited availability of foreign currency, particularly USD, impedes importers from 

raising needed funds.  

3. Regulatory Restrictions: CBN regulations on forex allocations have become so stringent that they further 

delay transactions.  

It is imperative that DMBs improve their forex holdings, ease forex access for businesses, and enhance 

transparency in forex allocation to allow for efficiency.   

 Letters of Credit and Other Trade Finance Instruments  

Trade finance instruments are some of the most important tools that banks use in making international transactions 

secure and smooth. Among these instruments, letters of credit (LCs) are among the most widely used instruments.   

Letters of Credit (LCs)  

A Letter of Credit (LC) is defined as a bank guarantee to pay the exporter once all trade terms are satisfied. LCs 

curb the risks of non-payment, delayed payment, or for any fraudulent use during an international transaction.  

Types of Letters of Credit  

1. Revocable and Irrevocable LC:  

a) A revocable letter of credit can be amended or canceled at any time without prior notice to the beneficiary.  

b) An irrevocable credit requires unanimous consent of all parties to make any modifications.  

2. Confirmed and Unconfirmed LCs:  

a) A confirmed credit provides an additional guarantee from a second banking institution, thereby affording 

the beneficiary increased security.  

b) An unconfirmed letter of credit engages only the commitment of the issuing bank.   

3. Standby Letter of Credit:  

a) A standby letter of creditj is used as a secondary guarantee for payment when the buyer has failed to pay the 

exporter.   

4. Revolving LC:  

a) Revolving letters of credit are applicable for continuous trade relations where bulk transactions take place 

between the same parties.   

Other Trade Finance Instruments Used by DMBs  

The following trade finance instruments are used by Nigerian banks apart from LCs:   

1. Bank Guarantees: in which an institution assures payment to a trade partner in case of default.  

2. Bills of Exchange: in which a written order is given from an exporter to an importer to receive a specified 

payment after a while.  

3. Factoring: in which a business sells its accounts receivable (invoices) to a financial institution at a 

discount to have cash flow immediately.  

4. Trade Credit Insurance: insures against non-payments.   
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 Efficiency Metrics for Nigerian Deposit Money Banks  

Deposit Money Banks (DMBs) in Nigeria have an important role in the efficiency of international trade. Trade 

finance efficiency is determined by several fundamental factors, including speed and accessibility of loan 

disbursement, cost of trade finance services, and satisfaction and other performance indicators, thus influencing 

the capacity of firms, particularly small and medium- sized enterprises (SMEs), to participate in cross-border 

transactions with minimal delays and costs.  

The next section appraises the performance of Nigerian DMBs along these lines and contrasts the trade finance 

performance of selected banks.   

 Speed and Accessibility of Loan Disbursement  

Timely access to finance matters for businesses that engage in international trade. Delays in loan disbursement 

can jeopardize business opportunities, interrupt supply chains, or raise costs. The efficiency of processing and 

approving trade finance disbursements is varied among Nigerian DMBs.  

Stages for Loan Processing in Nigerian DMBs  

The loan disbursement process usually encompasses the following stages:  

1. Loan Application Submission: Businesses apply for loans through stated processes and submission of 

required documentation.  

2. Credit Assessment and Risk Evaluation: The creditworthiness of the loan applicants will be assessed 

by banks.  

3. Approval and Agreement on Loan Terms: The loan will be approved and its terms thereafter to be 

discussed and agreed upon.  

4. Disbursement of Funds: Funds are then disbursed to the borrower.   

 Loan Disbursement Process in Nigerian DMBs  
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 DISBURSEMENT OF FUND   

Challenges Affecting Loan Disbursement Efficiency  

1. Extensive Approval Processes: Littering with documentation, some Nigerian banks have very long 

approval processes.  

2. Demanding Collaterals: Many SMEs will not be able to meet the collateral requirements; hence the 

process of getting loans is slowed.  

3. Manual Loan Processing Systems: A truly backward process that some banks are simply stuck to in 

manual processing of loans.  

Recommended Strategies for Improving Loan Disbursement Speed  

Digital loan processing and automated credit scoring are now an order of the day; risk-based loan assessment 

model implementations are fast-tracking approval. Collateral-free trade finance products have been introduced 

for SMEs.  

  Cost of Trade Finance Services  

The cost of accessing trade finance services in Nigeria drastically affects how banks efficiently support 

international trade. The higher transaction cost discourages companies from operating within the formal banking 

channels, thereby increasing reliance on informal and much riskier financial options.   

Key Trade Finance Costs in Nigerian Banks  

Cost Component  Description  Impact on Business  

Loan Interest Rates  Charges for borrowed funds  High rates limit access to credit  

Transaction Fees  Charges on foreign exchange transactions, LC 

issuances, etc.  

  Increased cost of doing 

business  

CREDIT  
EVALUATIO  

AND RISK  
ACESSMENT   

LOAN  
APPLICATIO  
SUBMISSION   

APPROVAL   &  
LOAN   TERM  
AGREEMENT   
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Foreign Exchange Spread  The difference between the buy and  

the sell forex rates  

Reduces profit margins for traders  

Collateral &  

Guarantee Costs  

Costs in the application of securing loans  Discourages SME  

Participation in trade finance.  

 Factors Contributing to High Costs  

1. Foreign Exchange Volatility: It raises the overall cost of forex transactions, as well as using all forms of 

hedging instruments.  

2. CBN Monetary Policy: It changes the loan price and transaction cost as a result of changes to the 

regulatory framework.  

3. Limit competition - trade finance services-most few banks dominate this sector, thus maintaining high 

cost for customers. Recommendations for cost reduction.   

Recommendations for Cost Reduction  

1. Expanding competition among banks for trade finance services is aimed at reducing their costs.  

2. Encouragement for intervention by the CBN would stabilize forex rates and thereby reduce transaction 

fees.  

3. Promoting digital decision-making thus saving administrative costs.  

 Customer Satisfaction Metrics in Trade Finance  

Customer satisfaction is an important measure of efficiency, for it judges the performance of banks in servicing 

businesses in international trade. Nigerian businesses frequently face challenges that pertain to service delays, 

foreign exchange availability, and regulatory bottlenecking.   

Key Customer Satisfaction Indicators  

 Indicator  Description  Impact on Trade Finance  

Loan Approval Time  Speedy processing of trade 

loans  
Fast approvals enhance trade 

efficiency  

Ease of Forex Access  Availability of forex for 

transactions  
Smooth forex transactions reduce 

trade delays  

Transparency in Charges  Clarity on fees and 

commissions  
Reduces cost uncertainties for 

traders  

Bank Support & Advisory 

Services  

Availability of trade finance 

experts  

Helps businesses navigate trade 

complexity  

 Challenges Affecting Customer Satisfaction  

1. Weak Communication: Most banks did not provide timely information regarding the status of loans and 

forex allocations.  

2. Mixed Forex Availability: Businesses often find forex hard to come by due to various restrictions imposed 

by the regulatory bodies.  

3. Limited Digital Banking Support: Some banks still lack these digital platforms for trade finance services.   

Recommendations for Improving Customer Satisfaction   

1. Introduce real-time loan tracking systems for more transparency.  
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2. Strengthen trade finance customer support.  

3. Enhance digital trade finance platforms for seamless transaction interface.   

 Efficiency Ratings of Selected Nigerian DMBs in Trade Finance   

The table below emphasizes the comparisons made regarding the efficiency of these leading Nigerian banks in 

trade financing as analyzed using the various metrics discussed.  

Efficiency Ratings of Selected Nigerian DMBs in Trade Finance  

Key Findings from the Comparison  

1. Zenith Bank and United Bank for Africa score the best with respect to loan speed and forex availability.  

2. GTBank offers fairly affordable trade finance services but has medium forex availabilities.  

3. Access Bank has trade financing costs that are relatively high, thereby affecting customer satisfaction.  

4. First Bank has average performances on all the scale of assessments but has a strong forex access to the 

bank.  

 Challenges Facing Deposit Money Banks (DMBs) in Financing International Trade  

International trade is an important engine for development as it facilitates the passage of goods and services and 

capital across national boundaries. International trade itself constitutes a significant portion of the Nigerian 

economy, and forces that trade on Deposit Money Banks (DMB) to lend credence to trade financing by making 

available instruments such as trade credit, foreign exchange, and documentary credits/letters of credit. DMBs are 

also faced with the challenge of operating efficiently in facilitating international trade-related financing. These 

include foreign exchange fluctuation, regulatory constraints, high credit costs, and cyber threats.   

 Foreign Exchange Fluctuations  

As of nowadays, fluctuation in foreign exchange (forex) rates is one of the major problems facing Nigerian DMBs 

in the provision of financing for trade. Because most of the international trade transactions are settled in foreign 

currencies, fluctuations in the values of currencies such as the Nigerian Naira (NGN) create a measure of 

uncertainty for businesses and financial institutions alike with regard to trade.  

 

Key Factors Affecting Forex Stability:  

1. Dependency on Oil Prices: The economy of Nigeria is highly dependent on oil exportation and very 

sensitive to the movement of global oil prices towards the availability of forex reserves.  

Bank  Loan Disbursement 

Speed  

Cost of Trade 

Finance  

Customer  

Satisfaction Score  

Forex  

Accessibility  

Zenith Bank  High  Moderate  High  High  

GT Bank  Moderate  Low  High  Moderate  

Access Bank  High  High  Moderate  Moderate  

First Bank  Moderate  Moderate  Moderate  High  

UBA  High  Moderate  High  High  

mailto:topacademicjournals@gmail.com


    

 Top Journal of Economics and Finance 

Vol.10, Issue 2; March-April 2025; 

ISSN:2837-2611 

Impact Factor: 7.74 

1252 Columbia Rd NW, Washington DC, United States 

https://topjournals.org/index.php/TJEF/index; mail: topacademicjournals@gmail.com 

 
 

 

 

41 | T o p  J o u r n a l  o f  E c o n o m i c s  a n d  F i n a n c e  

|  https://topjournals.org/index.php/TJEF 

2. Speculation and Demand-Supply Imbalance: Demand for foreign currency far exceeds its supply 

leading to depreciation of the Naira.  

3. Inflation and Economic Policies: Even more so, inflationary pressure and volatile monetary policies are 

contributory to forex volatilities.   

Lack of access to stable-rate foreign currency raises risk levels for banks and businesses involved in international 

trade. DMBs find it extremely hard to really come up with any competitive trade financing proposal because of 

uncertainties caused by forex for importers and exporters to plan their transactions effectively.   

Diagram: Challenges Facing DMBs in Trade Finance  

  

 
 Regulatory Constraints  

Given the heavy influence of the regulatory environment on the functioning of Nigerian banks with respect to 

international trade financing, one may argue that regulations are necessary for maintaining equilibrium and 

transparency in the sector. However, certain policies tend to bottleneck the trade financing operations.  

The Regulatory Challenges:  

1. Central Bank of Nigeria Forex restrictions: forex controls instituted by the CBN limit the availability 

of foreign currencies to certain importers.  

2. Strict Compliance Requirements: Extensive documentation and anti-money laundering (AML) 

compliance policies prolong trade financing processes.  

3. Capital Adequacy Requirements: High capital reserves must be maintained by DMBs for trade finance, 

which ultimately limits credit creation.  

Foreign   Exchange  
Fluctuations   

High   Cost    of    Credit   

Cyber   Security   Threat   

Re gulation   Constrain   
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Frequent changes to policy and regulatory controls reduce the smooth running of international trade financing by 

banks. Trade-related delays and increased costs are common when accessing banking services for cross-border 

transactions.   

 High Cost of Credit  

Another aspect of a significant hindrance for DMBs in trade financing is the high cost of credit. Much of the small 

and medium-sized business enterprises in Nigeria rely on bank loans to finance international trade. The interest 

rates on trade finance are too high, making it quite impossible for a trader to access funding.  

Reasons for High Credit Costs:  

1. High Lending Rates-explained in the previous point, high inflation and all monetary policies push the 

interest rate up on trade finance loans.  

2. Requirement for Collateral-every bank demands collateral worth a huge portion of the amount you want 

as a loan, hence this really minimizes the accessing of credit among small businesses.  

3. Perceived Risk of Default-many banks feel trade finance is a risky area and unsure of repayment in return 

due to volatility in the global markets.  

As a result, it makes it a challenge for Nigerian businesses to acquire affordable finance for trade transactions, 

which consequently results in reduced competitiveness of local exporters and importers.   

Cybersecurity Threats  

These cybersecurity threats are a danger especially to DMBs because trade finance becomes more and more 

dependent on digital banking solutions. Cybercriminals target banks, businesses, and financial transactions, 

leading to losses such as fraud and data breaches.  

Some of the cybersecurity challenges faced by Nigerian banks:  

1. Phishing and Fraud Transactions-It involves deceptive emails and fictitious banking portals by which 

hackers try siphoning off trade finance funds from victims.  

2. Data Leakages-Investigations have revealed that unauthorized access into touchy financial information 

hampers transaction efficacy and erodes public confidence.  

3. Poor Cyber Security Infrastructure-Challenges owing to old security systems exist at most of the Nigerian 

banks. Nigeria presents insufficient security at many of its banks, which exposes these banks to unnecessary 

attacks.  

These threats all increase the risk of financial losses to banks, while at the same time causing various forms of 

paranoia in the trade finance environment in Nigeria. This strengthens confidence in the ever-more international 

transaction structure.   

 Case Studies and Comparative Analysis of Nigerian Deposit Money Banks in Trade Finance  

Trade finance enables international trade because businesses can use it in cross-border transactions, taking 

considerations into account in order to avert losses and ensure smooth money transfer. Nigerian Deposit Money 

Banks (DMBs) play an important role in trade finance by providing credit facilities, foreign exchange services, 
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and financial instruments such as letters of credit for trading or export transactions. Their performance, however, 

does differ from institution to institution and also when comparing it to banks in other competitive emerging 

economies.  

This section examines the trade finance performance of top Nigerian DMBs in terms of their contributions, 

strengths, and challenges. This then leads into a comparative scenario providing an analysis of Nigerian banks 

and those in other emerging markets, especially South Africa, with a view to evaluating trade financing services 

efficiency and effectiveness.   

 Performance of Top Nigerian DMBs in Trade Finance   

1. Zenith Bank Plc.  

It stands as one of the key financial institutions in Nigeria and a major bank into trade financing. It offers services 

such as letters of credit, export financing, structured trade finance solutions, etc.  

Strengths:  

a) Strong forex liquidity for trade transactions  

b) Efficient processing of trade finance instruments  

c) Digital banking solutions for trade finance operations  

Challenges:  

a) Limited access to forex during currency volatilities  

b) Interest rates are high on trade finance loans  

2. Guaranty Trust Bank (GTBank)  

This bank is known for its efficient and quick trade finance services, especially in import and export 

documentation processing, foreign exchange transactions, and SME trade financing.  

Strengths:  

a) Streamlined digital processes for trade transactions  

b) Processing fees are lower compared to the competitiors  

c) Robustness in regulatory compliance  

Challenges:  

a) Exposure to forex fluctuations affecting trade finance costs  

b) Limited long term trade credit facility   

3. First Bank of Nigeria   

The First Bank has had a long tradition in trade finance with products such as bills for collection, invoice 

discounting, and import and export letters of credit.  

Strengths  
a) Branches across Nigeria with optimal trade activities.  

b) A strong relationship with the international financial institution for cross-border trade financing. 

Challenges  
a) Slower transaction processing time than new-generation banks  

b) Bureaucratic hurdles in trade finance approvals.   
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4. Access Bank Plc  

This bank is growing its operations in trade finance by employing digital mechanisms and engagement with 

international partners to extend services to corporate and SME clients.  

Strengths  

a) High-end trade finance solutions including block chain-influenced transactions.  

b) Robust risk management framework for trade-financing transactions.  

Challenges  

c) Relative dependence on foreign correspondent banks for some transactions.  

d) Charges relatively high fees on some trade finance products.   

 Comparative Analysis: Nigeria vs. South Africa in Trade Finance   

While Nigerian banks are instrumental in trade finance, their efficiency contrasts markedly with banks in other 

emerging markets. In South Africa, the trade finance systems are more sophisticated, forex access is easier, and 

interest rates on trade loans tend to be lower. The table below provides a comparative analysis of selected 

indicators of trade finance performance between Nigerian and South African banks.   

Trade Finance Performance – Nigeria vs. South Africa  

Key Takeaways from the Comparative Analysis  

1. FX Stability – In that context, trade finance transactions in South Africa are less volatile than in Nigeria 

because South African banks operate with a more stable currency.  

2. Interest Rate Differentials – Trade finance becomes expensive for the business sector in Nigeria since 

banks charge higher lending rates.  

3. Loan Processing Speed – South African banks have lesser delays in disbursing loans and, thus, quicker 

loan processing for the traders.  

4. Digital Banking Integration – While Nigerian banks have adapted to digital trade finance platforms, the 

South African banks operate more sophisticated online trade financing platforms.  

Performance Indicators  Nigerian banks  South African banks  

Forexin availability  Very limited, intense volatility  Forever stable access to forex.  

Rates of interest on trade loans  15-22%  8-12%  

Time taken for processing loan 

application  

Seven to fourteen days  Three to seven days  

Adoption of digital trade finance  Average  High  

Government backing  Limited incentives  Strong export credit 

guarantees  

SME trade finance access  Difficult  More accessible.  
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5. Government Support – South Africa offers better trade finance incentives for export credit guarantees, 

while trade finance support in Nigeria is less structured.  

  

The performance of Nigerian DMBs is excellent in trade finance but constraining conditions stare them in the 

eyes, including forex instability, high-interest rates, and regulatory bottlenecks. The major banks are Zenith, 

GTBank, First Bank, and Access Bank, which have wonderful trade finance products. However, they are still 

behind their counterparts in South Africa in loan processing speed, forex availability, and government-backed 

trade financing incentives.  

To improve the efficiency of trade finance in Nigeria, banks should reduce credit costs, increase digital banking 

adoption, and advocate for better government policies favoring international trade. Such a move would give rise 

to a more competitive trade finance ecosystem that would increase the reach of Nigerian businesses on the global 

stage and boost the country's economic growth.  

 Government and Regulatory Influence on Trade Finance in Nigeria   
The regulatory process determines the efficiency and accessibility of trade finance in Nigeria. Foremost among 

the regulators is the Central Bank of Nigeria (CBN), which runs all trade finance policies, foreign exchange 

management, and financial sector stability. Other laws and regulations as well act as an umbrella under which 

Deposit Money Banks (DMBs) perform their functions by the regulation of trade financing.  

AfCFTA further throws open opportunities and challenges for banks engaged in trade finance in Nigeria. The role 

of CBN, the important trade finance regulations, and the probable influence of the AfCFTA in the Nigerian 

banking sector make this section.   

 Role of the Central Bank of Nigeria (CBN) in Trade Finance   

The CBN presides over the monetary policies that shape the function of trade finance in Nigeria. Among some of 

its main functions are:  

1. Foreign Exchange Management- The CBN allocates foreign exchange to ensure that there is liquidity in 

the system for international trade transactions.  

2. Interest Rate Regulations- It fixes the lending rates, which in turn determine the cost of trade finance 

services.  

3. Trade Policy Implementation- the CBN implements the trade policies of the government, such as export 

incentives and import restrictions.  

4. Regulatory Compliance- Banks comply with CBN guidelines in respect of documentation, foreign 

exchange dealings, and credit allocations.  

5. Risk Management- the CBN lays down requirements for capital reserve requirements for banks to protect 

the soundness of the banking system.   

 Key Regulations Affecting Trade Finance  

Nigerian DMBs operate under several trade finance regulations, which are a major determinant of their ability to 

offer general services to customers. Major regulatory policies include the following:  
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1. Foreign Exchange (Forex) Policies: The CBN regulates foreign exchange transactions by its own 

policies that determine forex availability, exchange rate, and repatriation of export proceeds. Fluctuations in these 

policies will later affect how international trade will be financed.  

2. Anti-Money Laundering (AML) and Know Your Customer (KYC) Regulations include the strict AML 

and KYC regulations, which DMBs must comply with, to guarantee that no fraudulent trade finance transaction 

occurs.  

a) Involves the verification of customer identities  

b) Analyzes cross-border payments  

c) Reports any suspicious transactions   

3. Export Credit and Incentives Policies  

These were trade incentives extended by government to complement the Nigerian exporters:   

a) Export Expansion Grant (EEG): Encourages non-oil exports through financial support.  

b) Nigeria Export-Import Bank (NEXIM) Financing: This provides trade loans to exporters.   

4. Banking Sector Prudential Guidelines  

The CBN imposes the minimum capital requirements and credit risk norms on the banks to ensure financial 

stability in compliance to trade financing transaction arrangements.  

Regulatory Influence on Trade Finance in Nigeria  

  

 
The intervention of the CBN’s regulatory framework along with Nigeria’s meaningful participation in AfCFTA 

will also determine the effectiveness with which trade finance operates. This condition has encouraged monetary 
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policies, forex controls, and trade regulations that ensure financial stability, yet contrarily, induce barriers to the 

efficient function of trade financing. Increasing trade volumes under AfCFTA will require banks to embark on 

digitization and risk management in order to improve efficiency in trade financing. Future research topics will 

involve finding ways to regulate frameworks that optimize international trade within a context of maintaining 

financial stability.  

 Strategies for Enhancing Efficiency in Trade Finance   
Deposit Money Banks (DMBs) play a very important role not only in financing international trade, but also in 

giving a positive contribution to economic growth and business competitiveness, as well as overall financial 

stability. However, various challenges have been identified- foreign exchange fluctuations, high credit costs, and 

high regulatory commitments- that all inhibit trade financing. One way out of these challenges and a way towards 

greater efficiency would be for Nigerian banks to implement their digital transformation strategy and put in place 

enabling policies and effective risk management frameworks. This section explains intervention strategies 

towards improving trade finance efficiency, which should keep DMBs abreast with global competition and enable 

them to appreciate the business value of international trade.   

 Digital Banking Transformation  

FinTech and digital banking solutions have been rapidly embraced to create a global paradigm shift in trade 

finance. Nigerian banks must digitalize their trade financing processes so that they can be more accessible and 

less cumbersome for businesses. The digital transformation would need to cover some of the following aspects:  

1) Blockchain-Based Trade Finance  

• Blockchains maintain transparency, provide security, and enhance efficiency in international trade 

transactions;  

• Smart contracts can automate letters of credit, invoice financing, and trade settlements for banks, thereby 

decreasing the time for processing and reducing the risk of fraud;  

• Nigerian banks must rather integrate into global trade finance networks by adopting blockchain consortia 

such as Marco Polo and Contour.   

2) AI and Automation in Loan Processing  

• AI and RPA will aid in loan application processing towards achieving faster turnaround.  

• Credit scoring models, powered by AI, will study trade data leading to better decisions on trade finance 

loans.  

• Automated KYC and AML tools reduce bottlenecks arising from regulatory compliance.   

3) Digital Trade Portal and Online Banking   
• Banks can provide self-service trade finance portals whereby exporters and importers can apply online for 

letters of credit, invoice discounting, and foreign exchange transactions.  

• Mobile banking solutions can ease small-to-medium enterprises involved in international trade.  

• Cloud-based trade finance platforms allow collaboration among banks, regulators, and businesses.   

 Policy Recommendations for Trade Finance Improvement  

These government policies and regulatory interventions have a great bearing on the prosperity of a trade finance 

service or systems. The following policy recommendations are to be instituted by the government of Nigeria 

through the CBN, NEXIM Bank, and other financial institutions:   
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1) Exchange Rate Stabilization Policies  

 CBN should therefore encourage more flexible regime of forex so as to reduce uncertainty in international trade 

financing.  

• Introduction of forex hedging instruments to businesses can shield them against foreign exchange 

fluctuations.  

• Critical importers will have space within which to trade and therefore increase the trade stability by 

widening forex availability for them.   

2) Trade Finance Support for SMEs   
• The Nigerian SMEs have significantly helped in contributing to the country's export sector but trade 

financing is still a great hurdle for them.  

• Expansion of credit guarantee by the government should include wider provisions for SMEs to access 

financing from banks.  

• Low-interest export credit schemes for small businesses will further enable the trade participation.   

3) Reduction of Bureaucratic Bottlenecks   
• Documentation requirements for trade finance instruments such as letters of credit and export financing 

are simplified.  

• Digitize government regulatory approvals for international trade transactions.  

• Streamline compliance procedures for customs duties and import/export permits.  

 Strengthening Risk Management in Trade Finance  

It involves several risks: credit, currency, operational, along with the emerging cyber risk. These risks call for 

improvement in risk management approaches to make trade finance transactions safer and more effective in 

Nigeria.   

1) Credit Risk Management   
• AI-based credit risk assessment tools should be in use by banks to better assess trade finance applicants.  

• Trade credit insurance and factoring services can also be used as risk-sharing mechanisms to mitigate risk 

on loan defaults.  

• Banks could collaborate with Export Credit Agencies (ECAs) in providing coverage for high- risk 

transaction scenarios.   

2) Forex and Currency Risk Mitigation   
• Offering hedging instruments to business entities that are exposed to the direct effect of changes in 

exchange rates by contract and options.  

• Diversification of the Forex Reserves: this is to support standard trade finance liquidity.  

• Further collaboration between the CBN and the commercial banks to stabilize forex availability.   

3) Cybersecurity and Fraud Prevention   
• Preventing fraud by introducing in-house block chain and AI-based fraud detection techniques for trade 

finance.  

• Strengthening banks' cybersecurity architectures will ensure safety from threats of hacking during foreign 

trade transactions.  

• Adoption of global cyber security standards for the safety of digital trade finance platforms.   
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Digital Transformation Initiatives for Enhancing Trade Finance Efficiency  

Of course, developing efficiency in Deposit Money Banks in trade finance will be a combination of new 

technological innovations and regulatory reforms and probably even reformed risk management frameworks. 

Digitalization transformation will include blockchain adoption, risk assessment using AI, online trade portals, etc. 

These mechanisms, indeed, will improve trade financing operations significantly. Government-driven policies 

would focus on things like stabilizing or otherwise maintaining exchange rates, reducing administrative 

impediments, and extending institutional finance to SMEs. Also, strengthening risk management will include 

credit risk assessment, forex risk hedging, and cyber security advancements for better overall efficiency in trade 

finance in Nigeria.  

With these approaches, Nigerian banks will then be able to do enough for businesses engaged in international 

commercial activity towards sustainable economic growth.   

Methodology   
The study will apply quantitative research methods to analyze the performance of Nigerian Deposit Money Banks 

(DMBs) in funding international trade. The research methodology consists of descriptive statistics, correlation 

analysis, and pooled multiple regression analysis to assess the main indicators of efficiency.   

Data Collection and Sampling   
The secondary data for this research are for the years 2015 through 2024 and sourced mainly from authoritative 

financial and industry reports for robust analysis on trade finance efficiency for Deposit Money Banks (DMBs) 

in Nigeria. The principal sources of data include:   

1) Central Bank of Nigeria (CBN) Reports: Show trade finance operations, loan approvals, and monetary 

policies.   

2) Financial Statements of Selected Nigerian DMBs: Information on loan disbursement speed, transaction 

costs, and digital banking adoption.  

3) Industry Reports on Trade Finance Efficiency: Benchmarks for efficiency in trade financing across the 

banking sector.  

4) Foreign Exchange Market Data: Elucidating fluctuations in forex liquidity and its eventual impact on trade 

financing.  

Digital Initiative  Impact on Trade Finance  Examples  

Blockchain  

Trade  

Platforms  

Increases security and transparency in trade 

finance transactions  

Contour, Marco Polo  

AI-powered  

Credit Scoring  

Improves efficiency in loan approval 

processes  

Machine Learning Risk 

Assessment  

Cloud-Based  

Trade Finance Portals  

Enhances accessibility for SMEs in trade 

financing  

CBN Digital Trade 

Platform  

Automated  

Compliance Systems  

Reduces regulatory processing time and 

fraud risks  

AI-driven KYC & AML  

Solutions  
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The dataset contains key financials such as trade finance volume, loan processing speed, cost of trade finance 

services, digital banking adoption, and foreign exchange liquidity. These serve as the bedrock through which 

efficiency of DMBs will be assessed in the context of international trade facilitation.   

 Descriptive Statistics   
Descriptive statistics summarize the distribution of data around the important variables under study, including 

mean, median, standard deviation, minimum, and maximum values of the data set. This is informative about the 

summary trends and shifts with respect to trade finance efficiency among the Nigerian DMBs.   

 Descriptive Statistics of Key Variables  

As shown in table above, mean (average) for each variable includes maximum, minimum, standard deviation 

value and Jarque-Bera (JB) Statistics (normality test). The results in the table provided some understanding of the 

kind of interaction that existed among the variables that were included. Firstly, it could be seen that, on average, 

over the eighteen (18) years (2000-2017), the sampled quoted companies in Nigeria possessed positive Value of 

firm as measured using the ratio of Price earnings per shares (P/E=19.94583). Also the table provides large 

standard deviations of 10310370, 24970764 and 19993938 for LTD, MTD2and STD variables respectively. 

Meaning, the gigantic standard deviation values demonstrates the fact that our sampled companies have been 

properly selected, and selection has not been skewed by either the very large or very small amounts of LTD, MTD 

and STD activities. Also that the table with mean values of 7434802, 14634913 and 18744087 respectively for 

LTD, MTD and STD would imply that most of the sampled firms in Nigeria are involved in different debt 

financing capital structure. This therefore encapsulated the basis for this study, that is, we expect that companies 

that get involved in any of this debt financing structure or combination of these debt financing structures will 

result in a higher firm value in Nigeria. Lastly, as per table 4.1, the Jarque-Bera (JB) which test normality or 

existence of outliers or extreme values among variables indicate that only a few of our variables are normally 

distributed at 1% level of- significance. By this, we mean that any variable with outlier is not likely to distort our 

conclusion and therefore is reliable enough for generalization. This also means that the least square estimation 

can be used to estimate the pooled regression model.   

 

Variable  PSE  LTD  MTD  STD  

Mean  19.94583  74.34802  14.63491  18744087  

Median  180.25  124546.00  3845.95  49379.96  

Maximum  31.2200  2880257  8957000  59700957  

Minimum  8.9200  0.0000  0.0000  823367  

Std. Dev,  7.1803610  10310370.0000  2497076.0000  19993938  

Skewness  1.0995560  -0.19779300  1.02581900  1.1486540  

Kurtosis  2.924643  1.655278  2.4309350  2.9248570  

Jarque-Bera  0.464538  2.4535740  2.518790  1.7024530  

Probability  0.792730  0.2986490  0.002703  0.427900  

Sum  12342.09  2138640.  173861.0  2397364  

Sum Sq. Dev.  13962717  10500000000  2140000000  401000000000  

Observations  90  90  90  90  
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Descriptive Statistical Properties of Variables   
Descriptive Statistics were used to conduct evaluations on such key financial performance indicators to determine 

the efficiency of Nigerian Deposit Money Banks (DMBs) on international trade financing performance. Summary 

statistics provide insights concerning distribution, variability, and normality of the dataset.   

Variables Descriptive Properties   

  
Source: Output Data from. E-views 9.0  

The kurtosis statistic imply that all variables exhibit leptokurtic behaviour, notwithstanding RGDPGR whose 

kurtosis is less than 3.0. The Jarque-Bera statistic also has a p-value which indicates RGDPGR," and ALISND 

was not normally distributed. In the end, a Shapiro-Wilk normality test was done so as to ensure that the data is 

free from the possible effect of any outlier that may influence the results of the analysis.   

Correlation Analysis   
A correlation study investigates the interrelationship among the major efficiency variables in trade finance. From 

the correlation matrix shown below, it can be inferred which factors have a significant impact on trade finance 

volume.   

Variable  Trade 

Finance 

Volume  

Loan 

Disbursement 

Speed  

Forex 

Availability  

Cost of 

Trade 

Finance  

Digital 

Banking 

Adoption  

Trade  

Finance  

Volume  

1.000  -0.45  0.62  -0.38  0.57  

Loan 

Disbursement 

Speed  

-0.45  1.000  -0.29  0.42  -0.31  

Foreign  

Exchange  

Availability  

0.62  -0.29  1.000  -0.50  0.46  

Cost of  

Trade  

Finance  

Services  

-0.38  0.42  -0.50  1.000  -0.35  

Digital  

Banking  

Adoption  

0.57  -0.31  0.46  -0.35  1.000  
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Pooled Multiple Regression Analysis  

A pooled multiple regression model is applied to determine how key banking factors influence trade finance 

efficiency. The regression equation is as follows:   

Y=β0+β1X1+β2X2+β3X3+β4X4+ϵ  

Where:   

• Y = Trade finance efficiency (measured by trade finance volume)  

• X1= Loan disbursement speed (in days)  

• X2 = Foreign exchange liquidity (%)  

• X3 = Cost of trade finance services (%)  

• X4 = Digital banking adoption (%)  

• ϵ = Error term   

Regression Results – Determinants of Trade Finance Efficiency   

Independent Variables  Coefficients (β)  Std.  

Error  

t-  

Statistic  

p-  

Value  

Loan Disbursement Speed (Days)  -0.325  0.112  -2.89  0.005  

Foreign Exchange Availability (%)  0.574  0.093  6.18  0.000  

Cost of Trade Finance Services (%)  -0.282  0.135  -2.09  0.041  

Digital Banking Adoption (%)  0.482  0.087  5.54  0.000  

Constant  3.126  1.024  3.05  0.003  

R²  0.67        

Adjusted R²  0.64        

F-Statistic  21.34        

Prob > F  0.0000        

  

Important Outcomes from Correlation Analysis: The volume of trade finance was positively correlated (0.62) 

with foreign exchange availability, indicating increased forex liquidity improves trade finance access. The 

negative correlation (-0.45) of loan disbursement speed with the volume of trade finance indicates that banks that 

approve loans faster tend to provide more significant amounts of trade finance. Digital banking adoption was 

positively correlated (0.57) with the volume of trade finance; banking and trade finance would require using 

technology to improve efficiency. Cost of trade finance services negatively impacts efficiency; this was reflected 

in a negative correlation (-0.38) with the volume of trade finance.  

 Conclusion & Recommendations   
In extending the above, the efficiency of Deposit Money Banks (DMBs) in Nigeria in financing international 

trade is a crucial determinant for economic growth and, indeed, global trade competitiveness. This study brings 

forth the pivotal role played by the DMBs in promoting trade by providing loans, participating in foreign exchange 
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transactions, and supporting trade finance instruments such as letters of credit. Empowering them for such 

purposes faces numerous challenges, including foreign exchange volatility, regulatory bottle-necks, high-cost 

credit, and cyber risks. And yet, the results also indicated that Nigerian banks trail some emerging economies on 

trade finance efficiency due to infrastructural deficits and regulatory hurdles.  

Indeed, efficiency indicators like speed of disbursement of loans, cost of services, and other trade finance 

indicators coupled with customer satisfaction ratings indicate that while Nigerian DMBs have improved 

significantly in their drive toward digital transformation and service optimization, tremendous gaps still persist. 

On-the-ground policies of the government, especially those of the Central Bank of Nigeria (CBN) strongly affect 

trade finance operations, as regulations mainly influence access to forex, trade enabling, and risk management 

strategies.   

 Actionable Recommendations for Banks and Regulators  

The following suggestions pertain to enhancing DMBs' efficacy concerning the financing of international trade:  

For Banks:  

1) Digital Transformation: Banks should invest in fintech solutions with further goals such as automation 

and blockchain technology for faster transactions and lower costs of trade finance.  

2) Risk Management: Building risk assessment frameworks will help banks reduce the instances of defaults 

and fraudulent practices associated with international trade finance.  

3) SME Support Programs: Banks should introduce new trade finance products to increase the participation 

rate of SMEs in the global market.  

4) Customer-Centric Approach: Trade finance activities will gain client trust and satisfaction through 

improved customer service, transparency, and communication.  

For Regulators (CBN and Government):  

1) Stable Forex Policies: CBN should have more stable and transparent Forex policies to minimize trade and 

financial institutions' risks of volatility.  

2) Regulatory Reforms: Trade finance regulations need to be streamlined and bureaucratic barriers reduced 

for unhindered transactional operation.  

3) Infrastructure Development: Investments in banking infrastructure and cybersecurity features will ensure 

the security and efficiency of trade finance operations.  

4) Support for AfCFTA Implementation: Support measures, including trade policy measures in accordance 

with the provisions of the African Continental Free Trade Area (AfCFTA), should be provided by the government 

in order to stimulate growth in regional trade.   

 Future Research Directions   

Emerging technologies on the effects of AI and block chain on trade finance efficiency in Nigeria require further 

studies to be explored. A comparative study of trade finance efficiency in Nigeria and other leading African 

economies may also provide interesting insights for best practices. In-depth research on how fintech startups 

improve trade finance accessibility for SMEs will be worthwhile. Trade finance capabilities in Nigeria would see 
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substantial improvements through addressing some of the highlighted inefficiencies and restructuring, thereby 

increasing Nigeria's international trade participation and economic growth in general.  
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