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The latest Texel Group Quarterly Newsletter will have something of an 
Americas focus, except the regulatory section from Carol Searle, the 
Texel Group General Counsel, who provides an update on regulatory 
issues and initiatives impacting NPI.

Like all parts of the Texel Group, our team in New York has had a 
disrupted first half of the year. The Non-Payment Insurance (NPI) 
market in the United States will undergo some testing times as a 
result of the crisis. Insurers will be hit by increasing levels of claims as 
companies are not able to make it to the other side of the economic 
downturn, despite best efforts of their lenders.

Waivers and covenant breaches have certainly become more common 
as stressed borrowers and projects require flexibility from their banks, 
in order to maintain operational capacity. Banks in turn require 
flexibility and support from the insurers in considering these issues.

As claim filings tend to lag a downturn, the immediate impact on the US insurance market has been an 
increased level of caution by insurers when considering new transactions, however we have certainly not 
seen underwriters closing their books to new business. In particular, insurers have continued to show 
interest in underwriting transactions linked to infrastructure and project finance in Latin America, as well 
as on liquidity facilities provided to both governments and private sector entities to mitigate the impact 
of the crisis. This requirement will no doubt be ongoing.

There is certainly a recognition that NPI insurers have an opportunity to prove the value of the product in 
this crisis to help support domestic and international trade, as alternative mechanisms for mitigating risk 
may be less available. Insurers’ distinct financial profile and therefore reduced systemic risk, represents 
attractive counter-party diversity for banks but insurers are certainly not immune from the troubles facing 
the financial services and the NPI product is not a panacea. The NPI market is not the only backstop to 
reduced liquidity in banking, it represents one available source of trade facilitation and prudent balance 
sheet management and will always be used in conjunction with other distribution tools, particularly 
funded sales. 

This is a chance for the NPI product to expand its profile and grow as a tool to support financial 
institutions and corporate insureds. To do this, market participants will need to come together to promote 
the strengths of the product and to dispel negative myths
which still exist, particularly in the US on the viability of NPI 
as an effective tool. Increased coordination between market 
participants is certainly beneficial in this regard but it is also 
crucial that insureds know they are buying a product that 
works, giving them certainty of cover when they need it. 
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Meridian Finance Group Update

Formed in 1993 and part of the Texel Group since 2017, Meridian 
specializes in brokering ‘trade credit insurance’, which indemnifies    
a client in the event of non-payment on their accounts receivable 
(A/R), typically across multiple-buyer portfolios. 'In addition, we 
closely collaborate with the other areas of the Texel Group on the 
areas of NPI typically encapsulated by ‘single-situation’ cover 
through their client base. Our primary offices are in Los Angeles
and New York, as well as having representation in other regions of 
the US.

By protecting A/R against non-payment risks, trade credit insurance 
provides risk management for clients and is also a sales tool that 
helps companies expand their business. In addition, it is a financing 
mechanism that can make receivables more attractive to lenders. 

Historically trade credit insurance has not been utilized as extensively in the US as in other countries. 
Meridian’s mission is to bring the competitive advantages of coverage to more US corporates and to the 
lenders that finance their receivables, often the largest asset on a borrower’s balance sheet. 

Since the coronavirus outbreak and resulting economic downturn, demand for trade credit insurance has 
been surging in the US. The volume of new inquiries to Meridian increased by 30% in Q2 2020 vs Q1 2020. 
At the same time, underwriting capacity has contracted and what was until recently a buyer’s market for 
trade credit insurance has virtually overnight become a seller’s market. Insurers are still offering quotes
but at a reduced level, given economic concerns and the continuing COVID issues across certain regions
of the US.

In Meridian’s experience the most productive way to obtain a policy 
quotation in COVID-time is by applying for coverage on a 
‘reasonable’ spread of risk. Underwriters prefer to see a company’s 
whole sales turnover, or at least all of a company’s largest customers, 
with no cherry-picking or adverse selection. 

A brief cover memo should accompany any application for trade 
credit insurance, describing the impacts of the pandemic on the 
company and its industry. Explanations and expected outcomes for 
any overdue A/R, as well as details on credit and collections 
procedures, and customers’ financial statements and prior payment 
experience should also be included.

Texel has entered into a strategic alliance with Eleven Capital from Sao 
Paulo in Brazil headed by Kiyoshi Watari. The Group believes that South 
America will become a very interesting marketplace for the various 
Credit and Political Risk Insurance (CPRI) covers available, across NPI, 
trade-credit insurance, as well as insurance protecting 
against defined political perils.  By striking this 
agreement, it will give the Group a springboard into 
this part of the world. Kiyoshi previously led Marsh’s 
structured credit operations on that continent and we 
are delighted to work with him.
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Eleven Capital is an independent, specialty broker focused on 
emerging market risk and CPRI covers. It was founded in 2017 to 
advise clients on strategic and financial transactions, as well as major 
investment decisions. We have over 20 years’ experience in the CPRI 
industry advising global corporations and financial institutions.

Eleven background 

The Brazilian trade credit insurance and NPI market has an estimated 
$7.3 billion of exposure1 (both for Brazilian Insureds and/or Brazilian 
risk), of which Eleven Capital has placed coverage in excess of $1.8 
billion over the last 2 years. 

About 60% of market share is dominated by Coface, Atradius and Euler Hermes2 under trade credit policies, 
but the ‘non-cancellable’ limit insurers have been increasing their share over the last 5 years, particularly 
with companies like Chubb and AIG increasing their country capacities, as well newcomers such as AXA-XL 
and Liberty beginning their expansion in the region. 

Coverage for single obligor transactions are available and capacity, whilst still limited, is growing. While NPI 
has expanded its reach within global financial institutions, in Brazil it is still a relatively new concept for 
major Brazilian financial institutions as well as companies.

The major sectors covered by insurance in Brazil are Agribusiness (Chemical/Foods), ICT (including retail 
consumer electronics), Pharmaceutical and Soft Commodities (mostly soybean). We see demand growing in 
infrastructure project finance for energy (renewables) and mobility (including smart cities).

The market is regulated by the Superintendence of Private Insurance (‘SUSEP’), and if insurance is arranged 
for a Brazilian Insured it requires local, licensed insurance companies, who are in turn often subsidiaries of 
global (US/Europe based) insurance groups. If sufficient capacity for a transaction is not available locally in 
Brazil, the international market may be accessed subject to the appropriate regulatory requirements being 

fulfilled to obtain insurance outside Brazil.

Currently Brazilian banks are not able to get capital relief from using NPI under the 
local adoption of Basel rules - what we often see is that Brazilian subsidiaries of 
international lenders will need to approve a counterpart credit limit for the issuing 
insurance company and benefit from capital relief in their consolidated group 
exposure, but not in their local books. This is something we are closely monitoring 
as Brazilian Central Bank develops and aligns local Basel implementation with 
international practices. 

Brazilian market



Industry Sector Focus for Risk Mitigation Efforts

Source: IACPM CPM Current Issues Survey Spring 2020

Most Resilient Industry Sectors

Source: IACPM CPM Current Issues Survey Spring 2020
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Regulatory Update

Recap: Non-Performing Loans (NPLs) and the Prudential backstop 

The market continues to work on initiatives to improve the 
understanding of and appreciation for the role that the private NPI 
market plays in supporting bank lending, which in turn supports the 
real economy. In the longer term work continues to garner support for 
recommendations for changes to Basel IV that recognises the unique 
position of insurers. The regulatory update for this quarter focuses on 
the recent developments concerning the European Union’s (EU) 
consideration of banks’ provisioning requirements against a 
COVID-19 background and the industry’s efforts to promote 
awareness of the private NPI market. 

The EU acknowledges the key role of banks in dealing with the effects of COVID-19: if the flow of bank 
credit is severely constrained, economic activity will decelerate even more sharply, as undertakings struggle 
to pay their suppliers and employees. The EU and Member States have been taking exceptional measures to 
incentivise banks to continue to play their role; including, for instance, government-backed loan guarantees 
or payment deferrals. Their common objective is to ensure that loan payment modification or forbearance 
(restructuring, refinancing or simply deferral of payments) is an effective tool available to banks to deal with 
corporates experiencing temporary difficulties.  

As part of these deliberations, the EU considered banks’ provisioning requirements - noting that the 
economic pressures from the pandemic could result in a significant share of banks’ exposures being 
classified as non-performing under prudential rules. The concern was that the impact may incentivise banks 
to deleverage (e.g. they could decide not to roll over existing financing to borrowers or not to provide new 
credit) at a time when sufficient financing to cover (temporary) financial pressures is particularly important. 
To ensure that banks can play their part in supporting the economy through the COVID-19 period 
policymakers and regulators want to bring as much certainty to the matter as is possible.

The Capital Requirement Regulations (CRR) has a clear set of conditions for the classification of 
Non-Performing Exposures (NPEs);

- A bank has to judge a loan to be non-performing either if it’s over 90 days past due or if the bank judges at 
any point that the obligor will be unable to pay its obligations when due (this is assessed on a regular basis)

- A loan that has been defaulted on is always considered to be an NPL;

- The key in the current crisis is the question of forbearance (restructuring or refinancing of the distressed 
debt), it could be considered as performing or non-performing.

- In the current crisis, there’s a strong possibility that banks may have to agree a forbearance (such as 
mortgages) or payments may be subject to a moratorium – these would not automatically make those loans 
non-performing.

NPLs

Effective 26 April 2019, CRR was amended by regulation 2019/630 to provide a prudential backstop for 
NPEs. The “prudential backstop” is a minimum loss coverage for the amount of money banks need to set 
aside to cover losses caused by future loans that turn non-performing. This requires a deduction from a 
bank’s own funds where NPEs are not sufficiently covered by provisions or other adjustments. The bank has 
to provision more against non-performing loans, including for loans that they expect to not perform, even if 
no payment is yet due.

Prudential backstop:



The issue for the private NPI market is that banks are required to provision against the 
insured portion of a loan, with provisions increasing from year 3 of the NPL to year 8 of the 
NPL at which point it is fully provisioned. Export Credit Agencies (ECA) covered loans have 
been carved out until the NPL is 8 years in default. 

Whilst many NPL’s will have been restructured/rescheduled within a 3-year horizon there are 
cases where that has not happened. It has always seemed overly punitive for the bank to 
have to be provisioning on a long-term loan on the insured portion, even when the insurance was paying on 
the original due dates as anticipated (especially acute for medium long term and back ended asset backed,     
PF deals and export finance/sovereign lending). 

The International Trade & Forfaiting Association (ITFA) commissioned a ‘joint association’ letter in 
consultation with the International Association of Credit Portfolio Managers (IACPM), Bankers Association 
of Finance and Trade (BAFT), Berne Union, Loan Market Association (LMA) and International Underwriting 
Association (IUA). This was sent to the European Banking Authority (EBA), European Insurance and 
Occupational Pensions Authority (EIOPA) and EU Member States Permanent Reps with the aim of 
acknowledging the initiatives that were under consideration concerning provisioning requirements for   
loans and in particular those covered by ECAs and to highlight the private NPI market which also provides 
important support to economic activity in Europe. The key point is that public and private sectors 
compliment and bring different support and they should both be equally valued if they are providing 
protection on NPLs. 

Industry response

On 26 June 2020 the new Regulation (EU) 2020/873 amending Regulation (EU) No 575/20131 (CRR) and 
Regulation (EU) 2019/876 (CRR II) 2 in response to the COVID-19 pandemic was published in the Official 
Journal of the EU. Effective 27 June 2020, the “Quick Fix” amends the CRR by introducing some targeted 
changes to provide further support for banks including an extension of ECA treatment for NPL provisioning 
to public guarantees issued by the eligible credit protection providers referred to in Article 201(1)(a) to (e) 
CRR, i.e., central government and central banks, regional government or local authorities, multilateral 
development banks, 0%-risk-weighted international organisations and public sector entities. 

Further, whilst the European Commission had proposed a temporary extension only, limited to guarantees 
and counter-guarantees provided as part of COVID-19-related support measures, and complying with Union 
State aid rules, the Committee on Economic and Monetary Affairs proposed a permanent and unconditional 
extension to all public guarantees and the new Regulation adopted the latter approach.

CRR Quick fix 

Amongst the issues discussed by the Member States in the current crisis
was the following; 

1. Classification of NPLs to give guidance on how to apply them (for instance the 
“unlikeliness to pay” criterion) to allow banks not to classify loans as non-performing if 
they subject to viable restructuring, refinancing or special measures such as a 
moratorium or guarantees. 

2. More far-reaching actions – in particular for cases where the guaranteed exposure has 
nevertheless been classified as non-performing; 

(i) temporarily extending the preferential treatment under the backstop for (parts of) 
NPLs guaranteed by ECA to any publicly guaranteed (part of an) NPL, 

(ii) or temporarily carving out publicly guaranteed exposures from the prudential 
backstop all together. 

EU discussions

https://www.thetexelgroup.com/wp/wp-content/uploads/2020/07/200414_Joint-association-letter_Credit-
insurance-and-bank-lending-facilitation-in-the-Covid-19-crisis.pdf



Unfortunately, despite ITFA’s efforts which included seeking legislative amendments to the proposed 
legislation the extension did not include private sector insurers. Nonetheless the work conducted by the 
industry in dealing with this initiative has assisted with the long-term goal of the market to raise awareness 
and informing regulators and Member States of the role of the private NPI market which 
is an equally important supporter of bank finance to the wider economy.

Looking forward: in the next quarter we will to provide a further update on developments 
and progress with initiatives to support recommendations for changes to Basel IV to 
accommodate the role of the private insurance market.

This briefing does not necessarily deal with every topic, or cover every aspect of the topics with which it deals. 
Notwithstanding anything to the contrary herein, it is not designed to provide legal or other advice.

Earlier this year Texel Foundation, via Meridian Finance Group, made a donation to My Friend’s Place which 
supports young people facing homelessness in Los Angeles. In response to the pandemic, our funds were 
used to help them pivot and introduce a sidewalk service and mask exchange programs. They also lifted age 
restrictions and expanded their meal services to adults in need. 

In The Band, which Meridian has also supported in 2020, recently launched an online summer program to 
work with underserved youth in Los Angeles, with the students participating remotely due to lockdown. 

Meridian also set up Strava challenges to raise money for different causes facing the US currently. Due to 
COVID-19’s economic impacts, the number of people struggling with food insecurity is on the rise. 
Employees made donations to New York City & Connecticut Food Banks to help people struggling
with hunger. 

In response to the Black Lives Matter movement, Meridian initiated a team Strava weekend challenge and 
raised funds for the Equal Justice Initiative, which aims to end mass incarceration, excessive punishment 
and racial inequality.

Update

New Hires within the Texel Group 

Paul Petkov joined Alan Ball in our Structured and Bespoke Solutions team. Paul has a 
wealth of technical and commercial experience working in balance sheet and regulatory 
capital management roles for a number of leading banks, including HSBC, Deutsche 
Bank, JP Morgan and RBS where he was previously head of balance sheet optimisation.

Carrie Radford joined our legal team from international law firm Ince, where she was a 
partner in the insurance group. Her experience includes secondments to the London 
insurance market. She will provide additional valuable support and legal advice on 
policy wordings and claims with the benefit of her extensive insurance experience.

During Q2 2020, we welcomed two new colleagues to the Texel Group:

Texel Foundation - US Update 


