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Global head
intferview -
Barclays

TXF talks with Dan Roberts, global head of frade finance at Barclays Bank in London.

Dan Roberts, global head of trade
finance at Barclays Bank.

TXF: What are your views on where
the trade finance market is at the
present time, and what do you
think are the biggest challenges
that the industry faces?

Trade finunce is ut un excitiny
juncture; most of the regulations
dre how known but the industry is
still adupting to Busel lil, AML/KYC
regulutions, ring-fencing und reso-
lution reyimes, amonyst other
things. The impuct in terms of re-

duction in the yglobudl funyibility of
liguidity and cupital are only now
being dbsorbed info tfrade fi-
nance strategies. As well us regu-
lation, there are some potentidily
disruptive technoloyies coming to
the fore,und the rate of migration
from consumer technoloyy into
corporate mainstream is happen-
ing ut un increusing puce.
Cureer puths and demo-
grauphics within the industry itself

dre dlso chunhyiny - in puarticular,

we us un industry redlly have to
mauke sure thut youny people who

We have been talking for years about
convergence of consumer and
corporate technology in financial
services driving digitalisation of the
trade industry, and | think we’re now
at the point where we're going to start

seeing it happen.

www.tagmydeals.com

are starting out in and developiny
their careers in frade finance are
getting enouyh relevant operu-
tiondl expertise.

Overdll, trade finunce fuces
formiduble  chuallenges
around bulunce sheets, uround
technoloyy und dround people.
However, the umount of cross-bor-
der frude will continue to yrow
and frude finunce is u very fray-
mented murket — so there ure
plenty of opportunities for growth
for the banks that adupt well to
the chanying environment.

some

TXF: Has the, or will the, cost of
providing tfrade finance increase
due fo the greater pressure and
requirements from regulators and
those related to compliance?

No. In theory prices should have
risen (und supply should have
fallen) due to the higher costs; in
practice, the impuct of monetary
policy hus creduted dun ubun-
dunce of liquidity looking for u
home, which hus pushed margins

www.txfnews.com
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down. It is hot cleur what will trig-
ger u reversdl in pricing frends o
more fundamental pricing levels;
my yguess would be either u yeo-
fpoliticul shock or the eventuadl re-
versul of QE in the US.

TXF: What position is the bank tak -
ing in regard to servicing new
clients as well as SMEs?

We are ulwuys lookiny to build re-
|ationships with new trade clients
ucross our core client groups: busi-
nesses of dll sizes in the UK und
Africa, globdl
ylobdl finuncidl institutions.

corporutes und

TXF: What do you see your clients
asking for now that is different
from the past? Do you see a differ-
ent attitude from corporates?
Client expectdations ure chunying.
Clients ure how usking for more
provision of informution, better
customer service (fuster turh-
around, less tolerunce for error)
und expect more integrated front-
end technoloyies. They ure dlso in-
terested in beiny uble to huve
customisuble, simplified hon-pro-
forietury yet secure uccess to their
bank.

TXF: Technology within frade has
grown massively over the last few
years. What sort of investment has
Barclays made in this area and
what do you still need to do? How
do you view the bank’s trade
technology offering in compari-
son fo other institutions?

Indeed. We dre investing in tech-
noloyy to digitise the front-end
and front office, automute buck-
end processes to improve client
experience, reduce costs und
maintain high quality controls, and
build a plutform from which we

www.tagmydeals.com

Dan Roberts, global head of trade finance at Barclays Bank in London.

cun develop even more innovu-
tion goiny forward. Barclays has u
strony frack record of technology
innovation ucross multiple product
dreus, und we believe that there
are u ot of opportunities to deliver
valuuble, effective solutions that
will benefit our trade clients us
well.

TXF: It is over 18 months on now
since the official launch of the
Bank Payment Obligation (BPO)
from SWIFT, what is your view of the
initiative, what if anything is hold-
ing it back and how important do
you think it will be?

Overdll, the concept remains up-
pedling, but ut this stuge corpo-
rate take up rates remain slow. If
end-user, by which | meun corpo-
rate, demand picks up, | think BPO
should emerye us onhe of the
growth products.

TXF: Is Barclays teaming with other
Fls, and if so why and how does this
make a difference for your clients?
Yes. We do this to ensure we pro-
vide maximum hetwork coverage
in the simplest und Most effective

way for our clients. Where appropri-
ute, we purther on doc frude (het-
work gudruntees, L/C reissuunce)
and on large transactions.

TXF: Where do you see Barclays
making a push in trade finance -
product and/or region? Do you
see the bank as having certain
niche strengths?

We will be growiny our business in
our four core client segments: UK,
Africa, globul corporutes und
ylobul finunciul institutions. Our in-
vestments in fechnoloyy will build
on our strenyths in doc trade. The
jewel in our crown toduy is our re-
ceivubles finunce cupubility, and
we're seeiny strony growth in the
spuce.

TXF: What do you think the next
big thing in trade will be?

We huve been talking for years
about convergence of consumer
und corporute technoloyy in fi-
nancial services driving digitalisu-
tion of the trade industry, und |
think we’re how dt the point
where we're goiny to sturt seeiny
it happen. ®

www.txfnews.com
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Jonathan Bell talks with John Ahearn, global head of frade at Citi.

John Ahearn, global head of trade
at Citi.

TXF: What are your views on where
the trade finance market is at the
present time, and what do you
think are the biggest challenges
that the industry faces?

The trade industry is at an inflec-
tion point - liquidity mautters.
We must udupt, reinvent our busi-
ness und colluborute to remuin
relevant,

The current maurket pricing is
unredlistic. Cupital costs have
risen significantly and dre not
reflected in current murket prices.
There is mMmussive liquidity still
beiny injected into the market by

central bunks. In Many markets,

current pricing levels do not meet
required hurdles.

We dre observing that Busel |l
is mukiny the industry rethink how
it uses bulunce sheets. There ure
hew reyuirements such us the sup-
plementdl leverage ratio “buck-
stop’, which can curb asset
growth. Findlly, compliance, sover-
eigh und credit risk cun be chul-
lenging.

TXF: How is the bank responding
and dealing with the ever-in-
creasing demands of regulators -
both nationally and internation-
ally? Is Citi completely provi-
sioned for Basel IlI?

Citi is highly focused on ullocution
of resources und cupitdl returns in
order to exceed Busel’s hew cup-
ital ratios including Tier |, common
ratios, liguidity coveruge  ratio
(LCR) und supplementdl leverage

Global head
interview = Cifi

ratio. Citi is prepuared for Basel Il

TXF: Has the, or will the, cost of
providing frade finance increase
due to the greater pressure and
requirements from regulators and
those related to compliance?
Busel Il infroduces
changes in capitdl rules, new ligy-
uidity und leveruye rutios us well
us udditionadl rules for globul sys-
temicdlly important banks. It in-
creuses the gudlity and quuntity
of bank cupitdl, This undoubtedly
has implicutions for pricing ucross
dll products, client sectors and re-
gions, especiully for: ECA financ-
iny, emerying murkets, Fls, SME
and honh-investment grade clients.
There ure ulso hew meusures
for liquidity (liyuidity coveruye
ratio — LCR, und net stuble fundiny

radicul

The trade industry is at an inflection point - liquidity
matters. We must adapt, reinvent our business and
collaborate to remain relevant,

www.tagmydeals.com
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ration — NSFR) that will impact de-
posit pricing, defpending on the
sources of dejposits.

Additiondlly, compliance is be-
cominy increusingly complex with
contfinued strengtheniny of KYC,
AML and other regulatory require-
ments, dll of which cumulatively in-
creuse the costs ussociuted with
frade finance.

TXF: What position is the bank tak -
ing in regard to servicing new
clients as well as SMEs?

Trade finance is playing an in-
creusingly important role in the
SME murket us u significunt portion
of SMEs are purt of lurge corpo-
rates’ supply chain, Citi is commit-
ted to leveruye its unpurdlleled
ylobul network und trude cupu-
bilities to help SMEs optimise the fi-
nuncinyg of their working cupitdl
cycle. In auddition to providing tru-
difiondl frade import and export
services to our SME clients globdlly,
Citi has helped provide access to
cost fihunciny to SMEs
across the world through its award
winning supplier finunce solutions.
Citi supports over 38,000 SME sup-
pliers through its supplier finunce
programmes.

lower

TXF: What do you see your clients
asking for now that is different
from the past? Do you see a differ-
ent attitude from corporates?

The muijor difference centres on
the fundumentadl trunsformation of
how trade hus evolved ut Citi. Be-
fore 2004, discussions centered on
various forms of lefters of credit
(LC’s) und collections und tended
to be very specific in scope with u
narrower buying center within the
corporute customer. Toduy, trade
has tuken on u much more holistic

www.tagmydeals.com

John Ahearn, global head of trade at
Citi

nuture with our corporute clients,
und our didlogue is much brouder
covering J large spectrum,includ-
iny export uyency finunce, sules
and distributor finance, supplier fi-
hunce, uccount receivubles fi-
naunce, document outsourcing
etc. In uddition, we have reposi-
fioned our fraditional LC offerings
us puart of u streamlined und digi-
fised inferaction with the bunk to
supfport our clients” continuum of
procurement, work in proyress und
sules uctivities.

Given dll the disruptions in mar-
kets over the recent yeurs, there
hus been u greuter recoynition of
the importunce of trade from our
corporute customers, us they think
much more curefully ubout the
structure of their bulunce sheets,
us well us the funding struteyies
and strengths of the balunce
sheets of their trading parthers. This
in turn hus creuted Much stronyer
engugement and knowledye
around trade in dll its forms.

TXF: Is the use of insurance sector

(credit and PRI) by the bank
greater or less now than in the re-
cent pasi?

In specific geoyruphies insurunce
has been vitdl, The private market
is u very lurge und diverse insur-
ance murket place with a humber
of hew pluyers enteriny the urenu,
creuting u competitive platform
for clients.

Bunks dre now the bigyest
buyers of hon-puyment insurunce
in the private insurance muarket.
The insurance market hus been
flexible in its dbility fo work with
bunks und cuter for their reyuire-
ments, for exumple, umendiny
wordinygs so they ure Busel I/l
compliunt (dependiny on individ-
udl bunks” upprouch to the regu-
|ations).

There are muny reusons why
banks might buy political risk and
trade credit insurance including:

Relieving pressure on reyulu-

tory cupital: under Busel II/Ill,

most Fls recognise CCl us

regulutory capitdl risk mitigant

Reduciny risk weighted ussets

Manuying credit portfolios

Improving the return on indi-

viduadl fransactions

Relieving country ugyreyution

limits

Relieviny counterpurty ugyre-

gation limits.

TXF: Given increasing supply
chain complexities, with an ever
increasing number of participants
in global supply chains, what are
you doing now that may be differ-
ent from the past to assess corpo-
rate/counterparty risk factors?

Citi continuously looks to improve
on its risk munagement best prac-
fices, which evolve constuntly
across yeoyrauphies und products.

www.txfnews.com
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A key focus of Citi frade is making
sure that we udpply the lutest
guidelines and stay dheud of
counterpurty risk, which is un in-
herent part of our business model
globdlly. While the ussessment of
counterpurty risk is un onyoiny
process that looks to cupture dll
uspects of the reldtionship with
the customer, Citi trade is purticu-
larly focused on the electronic val-
idution of tfrade duta,

As u business, we have under-
tuken u worldwide effort to frunsi-
tioh from puper-bused processing,
still dominunt in the letters of credit
spuce for instunce, to the elec-
fronic transfer of dutu viu pre-for-
mutted file exchunye. This
fransition is u very sighificunt en-
deavour thuat will continue in the
yeurs to come. We believe thut
Citi is ut the forefront of this effort
und is in un ideul position to de-
liver to its clients the significant
benefits resulting from this fundu-
mental fransformation.

TXF: Technology within trade
has grown massively over the last
few years. What sort of investment
has Citi made in this area and
what do you still need to do?
How do you view the bank’s
frade technology offering in com-

parison to other institutions?
We've mude substuntiul fechnol-
oyy investments towards our Ci-
tiDirect front end, insourciny
cupubilities, digitisution of trude
documents, globdlising our supply
chuin finunce solution und Mobile
applications; dll of which support
our underlying corporute und Fl
customers. Bused on our reseurch,
we believe Citi invests more in
technoloygyy unnudlly than many
tfrade bunks make in annhudl rev-
ehue.

TXF: It has been over 18 months
since the official launch of the
Bank Payment Obligation (BPO)
from SWIFT. What is your view of
the initiative, what if anything is
holding it back, and how impor-
tant do you think it will be?

Citi was un early supporter of the
BPO, us we suw the steudy yrowth
in open account tfrude flows. We
have successfully completed u
proof of concept by using the TSU
(Trude Service Utility) as the
matching engine fo compure jour-
chuse order/invoice dutu fields.
The bigygest challenyge for banks
will be fo enhance existing client
portals with reqyuired BPO dutu
fields to facilitate full end-to-end
automution. The other big chul-

lenge is the shortuge of legdl
framework for this instrument. We
are puying close uttention to both
the market udoption und client in-
terest in this capubility.

TXF: Is Citi teaming with other Fls,
and if so why and how does this
make a difference for your
clients?

As u leuder in syndicuted facilities,
we support clients with large infra-
structure dedls. Through our distri-
bution desk, or the export credit
ugencies teum, we huave facili-
tated over $50 billion in fransuc-
tions this yeaur.

TXF: Citi has had considerable
success with its initial trade secu-
ritisation programme. What is the
next step in this arena for you?
Trade MAPS hus been un im-
mensely valuuble defeuse plut-
form for both Citi und Santander. It
has enubled us to offer trade fi-
nunce ussets us u hew usset class
to u completely new group of in-
vestors, who otherwise would not
fourchuse this usset type. We cre-
ated this hew ABS usset cluss und
were dble fo fup info the tradi-
tional ABS investor group.

We
prepuring for u second issuunce

are dlready uctively

We’ve made substantial technology investments
towards our CitiDirect front end, insourcing
capabilities, digitisation of trade documents,
globalising our supply chain finance solution and
mobile applications; all of which support our
underlying corporate and Fl customers.

www.tagmydeals.com
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ulohy with our parther Suntunder.
In uddition, we ure working with a
few globul trade bunks, us well us
u few select regionul frade bunks,
for additional future issuunces.
Consideruble efforts and  re-
sources ure reqyuired for uny secu-
ritisation issuance, und more so for
the first time issuers with whom we
dre currently working with.

We view the Trade MAPS plut-
form us u viuble option for trade
bunks to effectively manage their
growing bulunce sheet und
achieve the host of reliefs/benefits
ussociuted with the programme:
fundiny, cupitul, credit, etc. We
created this platform for multi
bunk use so we will encourage
other bunks to purther with us on
future issuance.

TXF: Where do you see Cifi making
a push in trade finance - product
and/or region? Do you see the
bank as having certain niche
strengths?

Globully, the business is driven by
cross border commercial frade
und ulternutive finuncing options.
Citi’s strength is finuncing cross
border flows, leveruyging our globul
foot print und customer buse. With
ylobul trade continuinyg to move
from letters of credit fo open uc-
count, our receivuble bused solu-

tions continue to see growth. We
are dlso exploring bulance sheet
friendly solutions to wssist our
yglobul clients in expunding sules in
rapid growth markets.

TXF: What do you think the next
big thing in trade will be?

We think there will be acceleration
of trade bunk consolidution — ul-
reudy the top three bunks huve
guined five points of maurket share
since 2008.

Cupitdl rules muke it harder for
bunks to compete, especidlly
those without operdtions scule
und lurge ylobul networks. Bunks
without auccess to US dollar fund-
ing will struggle, and banks who
don’t consider trade to be core
will reinvest their limited cupitdl
elsewhere. Reyiondl and locdl
bunks will heed to creute puarther-
ships with leuding frade bunks to
continue to purticipute in the sec-
tor.

We see the emergence of hew
risk distribution struteyies with
bunks acting us infermediuries be-
tween corporates und investors.
No lohger can we dll just ‘book
and hold’. Originate to distribute
will be the new model. This dlso
Mmeuns increused sule of ussets on
u funded busis, und decreused
use of unfunded sules. We will lso

see increused sules to hontrudi-
fional investors rather than prima-
rily bunk to bank risk distribution.

Industry colluboration includ-
iny Trade MAPS, ICC Reyister und
BAFT’s London group: this collubo-
ration will help create industry def-
initions, solutions for risk distribution
und brouden the uppedl of frude
assets fo hew types of investors,
such us insurunce compunies und
foension funds.

Trude outsourcing solutions for
bunk purthers: this includes various
frogrammes ranging from tradi-
fionul LC
grammes to full outsourcing of
operutions und technoloyy. How-
ever, this can dlso include risk distri-
bution solutions to help bunks Move
cupitdl off-bulunce sheet to in-
vestors. Solutions will be structured
to dllow purther bunks fo refuin

reluy/reissuunce  pro-

customer relutionship und credit
decisions while
scule, efficiency, infrustructure, risk
distribution und other cupubilities
to improve their trude economics,
despite chdllenging mucro eco-
nomic dund regulutory environ-
ment.

leveruyging our

TXF: What, if any, is your favourite
football/rugby/baseball feam?
NY Mets becuuse they play in Citi
Field.

Industry collaboration including Trade MAPS, ICC
Register and BAFT’s London group: this collaboration
will help create industry definitions, solutions for risk
distribution and broaden the appeal of trade assets
to new types of investors, such as insurance
companies and pension funds.
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Global head
inferview -
HSBC

TXF talks with Stuart Tait, global head of trade and trade receivables at HSBC.

Stuart Tait, global head of trade
and trade receivables at HSBC.

TXF: You have just recently taken
over the reigns as global head of
the bank’s global trade and re-
ceivables division. What are your
views on where the trade finance
market is at the present time, and
what do you think are the biggest
challenges that the industry
faces?

Trade finunce is closely linked to
the redl economy, so there will dl-
wuays be challenges, whether eco-
nomic cycles, political instubility or
structural reform.

It hus been u tough few yeurs
for the trade finance market, with
slower trade volumes und dan in-
creusingly complex regulatory en-
vironment. However, these factors
have dlso mude trade finunce
more relevant in the bunking luna-
scupe, us businesses look for bet-
ter ways to optimise their working
cupitdl, purticularly when they ure

www.tagmydeals.com

movinyg into hew markets.

There is ulso cuuse for opti-
mism. HSBC reseurch shows that
yglobdl trude is picking up momen-
tum following two yeurs of very
sluyyish yrowth. We unticipute the
vdlue of merchundise frade will
build steudily to 8% per yeur by
2016, up from just 2.5% in 2013. In
purticular businesses in cyclicul
sectors, such us transport equip-
ment und metuls, stund to benefit
the greutest from the upturn.

TXF: How is the bank responding
and dealing with the ever-in-
creasing demands of regulators -
both nationally and internation-
ally? Is HSBC completely provi-
sioned for Basel IlI?

The ylobul finunciul crisis hus
rightly led to u reinforced reyulu-
tory fraumework, vimed ut muking
the finuncial system sufer. It is im-
portunt to ensure that there is a
recoynition of the low risk und self-
liguidating nuture of trade finunce

- and we welcomed Busel’s deci-
sion to lower the cupitul reyuire-
ments for frude finunce. The next
step is to continue the discussions
to ensure regulutory coherence.
With u totdl cupitdl rutio of 14.2%
at end of June 2014,HSBC hus up-
propriute levels of cupitdl to sup-
port its business strategy und meet
its regulutory requirements.

It is dlso importunt the industry
continues to support policy muk-
ers’ understunding of the pivotdl
role trade finunce plays within the
yglobul system of frude. Lust yeur,
the Federdl Reserve Bank of New
York described the criticul role
that banks play “in facilitating in-
ternationdl trude by guaranteeiny
international puyments und ... re-
ducinyg the risk of frude trunsuc-
tions”.  Without «
infernational frade finunce net-
work, exporters und importers
would fuce yreuter risk und incur
higher day-to-duy business costs.
In some instunces, without trade fi-

reliuble
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nance, u deul could not take
place at dll - particularly if one of
the purties is considered to be
higher risk. These effects would be
felt disproportionutely in emerying
regions und by SMEs, for whom
frade finunce offers un indispensu-
ble form of colluterdl.

TXF: Some three years ago, the
bank merged the frade and re-
ceivables business. What has this
meant in terms of organising your
staff/teams, and how has this
helped your clients?

Meryging our trade und receiv-
ubles finunce businesses hus
made it eusier for our customers to
do business with us. We have dlso
been consolidating our operating
platforms for Receivubles Finance
into reyionul hubs, with Europe
und Asiu completed in the first half
of 2014. This meuns we have the
ubility to deploy these cupubilities
rapidly, providing better risk mun-
ugement und lower operuting
costs. We can dlso provide our
customers with a more consistent
offering, especidlly ds supply
chuins become longer and more
complex.

We huve dlso built on our exist-
iny hetwork to leverage our com-
modities und structured frade
finunce cupubility - covering
ylobul vdlue chains from both pro-
ducing countries und consuming
markets. We how huve u teum of
experts in the main producing,
frading und consuminyg hutions,
ucross Europe, Asiu, Latin Americu,
MENA und will soon have u North
Americun teum.

Finally, thinking about the way
frade finunce will continue to de-
velop, with gredter interest in trude
finunce ussets, we ure concentrut-
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Stuart Tait, global head of frade and
trade receivables at HSBC.

iny on building out our ylobul for-
faiting und risk distribution cupu-
bilities using o ‘follow-the-sun’
model, from Asiu, through Europe
and intfo the Americus.

TXF: Trade is very much at the
core of the bank’s offering; where
do you think you cast an edge or
advantage over your biggest
competitors?

GIRF is core to HSBC's future
growth und a priority investment
areu for the Group Bourd. This
leuding position hus been
achieved through two unrivalled
advuntuges: our yglobul hetwork
and our customer buse. We are
positioned at either end of the fop
20 frade corridors und with u
strony foothold in emeryiny
econhomies, our ylobul connectiv-
ity gives us access to 87% of the
world’s tfrade flows. This competi-
five edye hus been guined over

decudes und is difficult fo
replicute. Secondly, our extensive
customer buse - from the

smaller SME fto mulfinationals —
meduns we bunk compunies right

through the world’s globul supply
chuins.

TXF: What areas of global trade -
product and delivery wise, as op-
posed to global/regional - do you
think you still need to improve on?
We ure looking ut the world
throuygh the lense of u corporute
freasurer. This meuns focusing on
working cupitul efficiency und
defining cleur propositions using
existing products such dus pay-
ments und cush Munuygement,
trade und receivables und FX. Also
expect o see HSBC mauking more
of its internutional footprint deliver-
ing solutions, such us supply chain
across multiple yeoyraphies.

TXF: The bank has made a positive
effort to deliver more finance, par-
ticularly working capital to corpo-
rates in the SME sector. How
successful has this been? With
many banks increasingly focused
on established clients, how inter-
ested is the bank in being ap-
proached by new clients?

HSBC is committed to support its
business bunking customers, und
in 2013 we launched u series of
funds to help small and medium-
sized enterprises with internutional
ambitions. SME funds were set up
in the UK, Egypt, Malta, Turkey,
France, Mexico, the USA, the UAE
and Cunada, A total of $13.3 bil-
lion wus mude avdiluble to smaller
compunies lust yeur.

HSBC finunces businesses of dill
sizes — from the smaller SME to
mulfinationdls — anhd we have busi-
ness development manugers in
markets across the world talking to
existing and potential customers
every day. In short, we dre very
much open to hew business.
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TXF: Technology within frade has
grown massively over the last few
years. What sort of investment has
HSBC made in this area and what
do you still need to do?

As the world becomes more inter-
cohhected und compunies yrow
in scule und complexity, and in
which supply chdins cun spun
multiple yeoyruphies, thousunds
of buyers und suppliers expect
their banks to offer multi-regional,
multi-currency  and  multi-lan-
guuge in u single fechnoloyy plut-
form. To meet those heeds, we
have significuntly invested in fech-
noloyy over the pust couple of
yeurs. Ah exumple of that is the
launch of ‘supply chain solutions,
approved (SCS-Al) to
help corporute clients munuye
their globdl supply chuins effec-
fively und strengthen their supplier
relationships. SCS-Al was made
avdiluble to clients in 2013 from
three key hubs in Europe, Asia und
the US. Locul solutions were
launched in India und Indonesiu
in early 2014.

Toduy, ftfruditionul
lurgely dominated by manudl,
puper-bused processes. This pres-
ents enormous opfportunity for in-
creused efficiencies, which will be
fucilituted by the development of
technoloyy.

invoice’

trade s

TXF: It has been over 18 months
now since the official launch of
the Bank Payment Obligation
(BPO) from SWIFT. What is your
view of the initiative, what if any-
thing is holding it back and how
important do you think it will be?

HSBC continues to invest in BPO
cupubilities. Market interest is cer-
tuinly developing, but the uptauke
is still muturing us lurge corporute
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clients are usking more uestions
ubout BPO. We unticipute thut
growth of interest umongyst corpo-
rates will uccelerate us the BPO
ecosystem develops und is com-
mercidlised. HSBC udims to offer
Bunk Payment Obligutions in 2015.

TXF: HSBC has been one of the
banks at the forefront of renminbi
(RMB) tilisation within global
frade. How advanced is this? With
full internationalisation of the RMB
some years off, is the RMB as a
global trade currency being over-
played?

We believe the renminbi (RMB) will
continue to be a driving force in
globdl frade. The first stage of
Chinu’s three-stuge plun for the
renminbi — to establish it us a trade
currency - is dlready well-ud-
vanced. The proportfion of China’s
total frade settled on renminbi has
increused from 3% in 2010 to 18%
in 2013. We expect it to reach 30
per cent within u couple of yeurs.
And ut the end of 2013, uccording
to SWIFT, the renminbi overtook the
euro us the humber two frade cur-
rency in the world.

It is dlso recoynised that using
the RMB is u competitive edye for
businesses doiny business with
China. Huving suid that, it's dlso
fair to suy the benefits of trauding in
the RMB huve not been fully un-
derstood in most countries. Re-
sedurch curried out by HSBC in July
this year found that only 22% of
businesses currently use the RMB.
Half of respondents from Singu-
pore, 44% from the US and 42%
from the UK suid they believe RMB
usuye brinys financial benefits, yet
less than d third of their Germun
and Cunuadian peers shuare this
view. This dutu highlights the heed

for better educution on the RMB.
But the outlook for future RMB use
is positive. Overdll, 59% of decision-
makers surveyed suid they plun to
increuse their cross-border uctivity
with mainland China over the hext
12 months, rising to 86% in the UK,
74% in Cunudu, 73% in the UAE
und 63% in France. With RMB cu-
pubilities across 53 markets, we
fully support our customers in un-
derstunding und muking the most
of the benefits of the internation-
dlisation of the Chihese currency.

TXF: What do you think the next
big thing in frade will be? What
and where will be the big frade
flows of the future?

We're optimistic about the outlook
for frade. We believe globul frade
will grow faster than world GDP,
driven by the lony-term fundu-
Mmentuls we're seeiny in the emery-
ing mMmurkets. Urbunisution und
infrastructure needs, und the emer-
yence of u truly ylobul middle
cluss — we expect three billion peo-
ple to join the middle clusses by
2050 - will creute significunt opjpor-
tunities. Billions of hew consumers
will be hungry for brands und de-
velopiny wider diets. We cun dlso
expect South-South frade flows to
receive further boost, with, most no-
tably, Latin Americu's commodities
foroduction growth which happens
oh the buck of Chinu, und Indiu's
uppetite for raw materials. And
more developed economies will
undoubtedly benefit from the ex-
funding middle clusses in the
fuster-developing markets.

TXF: What, if any, is your favourite
football/rugby team?

No hesitation, it's the Englund
rugby feum. |
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Global head

inferview -
Lloyds Bank

TXF talks with Jackie Keogh, MD, tfrade and supply chain, Lioyds Bank Commercial Banking.

Jackie Keogh, MD, trade and sup-
ply chain, Lloyds Bank Commer-
cial Banking

TXF: One year on from taking over
the reigns of global trade at Lloyds
Bank, what do you see as the
main challenges you have had to
face, and possibly still face in
transaction banking?

Two chdllenges spring to mind. The
first is the need to build Lloyds
Bunking Group’s reputation in

frade. My first impression ufter join-
iny the yroup wus that frade wus
ohe of its best kept secrets. We
have mude muyjor strides to build
knowledye und confidence inter-
nally but we need to how cupi-
talise on this with our clients and
the industry ut large.

The second is that the bunk
hus und continues to muke siynifi-
cunt investments in the frude und
supply chain business. Our teum
has grown in hnumbers und quality

with some key externdl hires and
interndl upskilling. We dre in the
midst of u multi-year, multi-million
found infrustructure investment
progrumme on both our frudi-
tionul frude und open uccount
platforms. The challenge we face
is ensuring we invest wisely to
achieve the greutest client bene-
fit, whilst hot tuking our eye off the
bull und thereby ensuring we con-
finue to meet client heeds on u
day-to-day busis.

As an increasing number of SMEs expand into export
markets they expect the same level of capability
and service whether the transaction is domestic or

infernationail.

www.tagmydeals.com

www.txfnews.com




TRADE & SUPPLY CHAIN FINANCE IN 2014

TRADE &
EXPORT

A e

TXF: How do you see the position
of the bank with the ever bigger
burden of regulatory change,
both national and international?
How have these impacted your
trade proposition, and do you feel
the bank is well placed to service
clients in the way you want?

It goes without saying that regulu-
tfion comes with u cost, whether
that is to capital or through the in-
creused yovernunce it requires
und, us such, it cun make some
bunks More conservative und re-
duce choice for clients.

However the regulutors’ focus
on ihcreusing transpurency for
clients around ureus such us price
und terms & conditions cun only
be welcomed us it strengthens
client relutionships. | personully be-
lieve that going forward banks
who leud the way on fruns-
pdrency muy actudlly guin u
competitive advantage.

Some reyulutions, purticularly
those that result in inconsistency
by yeoyruphy, cun be detrimentul
to clients us it creutes un uneven
playiny field und yreuter confu-
sion for clients.

TXF: What are your clients asking
for now that is different from the re-
cent past? What changes are you
seeing in their requirements?
As dn increusing humber of SMEs
expund intfo export markets they
expect the sume level of cupubil-
ity und service whether the frans-
action is domestic or infernational.
Whilst they uppreciute the com-
plexity of different regulation and
pructices, they consider resolving
these issues seumlessly us u role of
their bank.

We dre seeiny yreuter client
demand for end-to-end fransac-
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Jackie Keogh, MD, tfrade and supply chain, Lioyds Bank Commercial Banking

tion support und less tolerance of
orgunisutional silos yetting in the
way of an infegrated supply chain
proposition. Likewise it is ho lonyger
just the very lurge globul corpo-
rates that look to benefit from off
bulance sheet tfreatment. Mid
market clients how demand the
same dowhstreum, e.g. supplier fi-
nunce, und upstreum, e.y. receiv-
uble purchuse, offering us their
larger counterpuarts.

TXF: What changes has the bank
made to its back office to help the
frade finance provision, and do
you think the bank has the right
balance in terms of technology
and frade finance platform invesi-
ment?
At the end of 2013 Lloyds Bankiny
Group took the struteyic decision
to combine their transaction
bunking and commercial finunhce
divisions. 2014 hus been u yeur of
converting the umbition of deliv-
ering u true workinyg cupitul prod-
uct-ugnostic vision into redlity.

This mujor undertaking impucts

dll uspects of the frade und supply
chuin business, both front und
buck office, from people, platform,
processes, to products. The client
froposition how includes both fru-
difiondl frade and open uccount,
addressing both payables and re-
ceivubles. Finding the right bul-
ance on technoloyy und plutform
when undertuking this type of
chunge is un ongoihy endeuvour
and offen the qyuestion relates
more to whut cun be dbsorbed
rather thun should we do more.

TXF: Is Lloyds Bank embracing the
Bank Payment Obligation (BPO),
and how do you see the future de-
velopment of this SWIFT initiative?
Lloyds Bunking Group is taking u
watching brief on the BPO. We
continue to guin insights on client
heeds und there is u keen interest
in innovutive solufions. Having
been persondlly involved in the
BPO in my fime at SWIFT, | remuin
confident that industry stundards
dare required in the open uccount
spuce. Whether the current ver-
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sion of the BPO is the unswer or hot
is yet to be seen. At some point,
hopefully in the not too distant fu-
ture, the BPO, or a similar proposi-
fion, will reach d tipping point and
the network effect will drive wide
udoption.

TXF: In what ways are you coop-
erating with other financial institu-
tions, and how do you see this
helping your corporate clients?

In common with dll finuncidl
institutions that don’t have u true
globul network, we rely on our
key relationship banks and corre-
spondents to help support our
corporute clients” globdl needs.
The nuture of our cooperution
vuries bused on the type of serv-
ice und level of integration re-
yuired but is always driven by
client demund.

With increaused costs of KYC,
bunks ure becominy even more
selective regarding which Fl rela-
tionships they leveruage and in-
creusingly they how seek to
develop stronyger ties with like-
minded institutions. Going forward
| cun see the need to put more
rigour uround customer service o
deliver u consistent client experi-
ence us products lose uny redl dif-
ferentiution.

TXF: With many banks sticking to
big corporates and relationship
clients, is Lloyds making positive
moves to finance more in the SME
sector and/or new clients?
We ure proud to be the leudiny
UK bunk in the SME segment und
us purt of our commitment to
‘helping Brituin prosper’ we con-
finue to expund our lending to this
key client seyment.

Our SME charter mukes public
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pledges on Access to finunce —we
promise to muke mMore Mohey
avdiluble for SMEs, und more eusily;
Transpdrency — we promise to be
cleur ubout the terms on which we
lend und the decisions we muke;
Support — we promise to provide u

wide runge of help to businesses,

whuatever their stuge of growth.

TXF: What other target areas does
the bank have for frade finance
going forward?

A focus dureu for trade finunce uf
the bunk goiny forward is to en-
hance our propositions by industry
sector so that we cun taryget client
puin points us market dynumics
shift away from u highly liquid en-
vironment. This requires u deep
knowledge of dll players in the
supply chain in order to drive ben-
efit for our clients well beyond their
owhn bulunce sheet.

TXFL Is the bank looking at securi-
tisation programmes for frade re-
ceivables at any level, and do you
see this as the best way for trade
banks fo move assefs off balance
sheet?

Currently Lloyds Bunking Group
has sufficient client und country
uppetite to tuke aund hold ussets.
When pressure points are reuched
we continue to uttract udeyuute

bilateral interest. However the
growth in frade securitisution does
offer uttractive future potentidl
when the heed urises.

With greuter pressure on cupi-
tal banks will continue to seek
ways to dllow them to free up cu-
pucity to serve their clients. Whut
remuins to be seen is how appeul-
iny these ussets will be to investors
when interest rutes ure less stuble
and returns cun be uchieved in
their fraditionul usset clusses.

TXF: What do you see as the next
big development in frade finance?
That's a fough uestion. The lefter
of credit has been uround ‘for-
ever’ und hus been forecust to
die for decudes. New instruments
uppeur but are they hew or just
old products repuckaged? It has
been urgued thut supplier finunce
is merely reverse fuctoring. In that
context Dynumic Discounting is
worth watching.

Beyond the product perspec-
tive we cun’t ignore the growth in
RMB in trade. The Chinese econ-
omy has slowed down and with it
the pressure to switch to RMB. But
bunks und corporute clients that
have not eyuipped themselves
with both the infrastructure and
flow of informaution may find them-
selves lacking. l

Beyond the product perspective
we can’t ignore the growth in RMB
in frade. The Chinese economy
has slowed down and with it the
pressure to switch to RMB.
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Global head
inferview -
anfander

Jonathan Bell talks with Jose Luis Calderon, global head of global transaction banking

at Santander.

Jose Luis Calderon, global head of
global transaction banking at
Santander.

TXF: What state do you view the
frade finance sector in at the pres-
enf time - and how is Santander’s
global transaction banking busi-
ness developing?
Despite the finuncidl crisis, trade fi-
nance is growiny ut a faster puce
than GDR

Most bunks dre investing in
tfrade finunce und supply chuin fi-
nance. That proves the business
cuse und the positive outlook.

Santander is growing in dll its
core yeoyruphies thanks fo d
larger product offering. New prod-

ucts have been successfully
launched in recent yeurs, und
they dre maturing. The pricing
pressure in mauture markets is
largely compensated for by the

new income yenerutors.

TXF: What do you see as the
biggest challenges to the provi-
sion of trade finance today, and
what as a bank are you doing
about it?

The muin chullenges dre risk us-
sessment und compliunce costs,
und the increusing frugmentution
of the corporute supply chains.

TXF: With global supply chains
ever-more complex, are the sup-

ply chain finance solutions avail-
able, and the provision of those,
sufficient to meet the demands of
corporate treasurers?

We think the current product offer-
ing covers lurge purts of the sup-
ply chdin and it's proven thut
baunks have provided the murket
with competitive solutions to im-
prove working cupital. Neverthe-
less, there is obviously still room to
improve in some fields (e.g. e-in-
voicing, reconciliation, etc).

TXF: What additional tools are you
employing to assess corporate
risk? And are you using the private
insurance market more so now
than in the past? If so, what type

New products have been successfully launched in
recent years and they are maturing. The pricing
pressure in mature markets is largely compensated
by the new income generators.
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of products are you sourcing?
We deployed u hew system culled
Trade Asset Mobilisution, including
comprehensive insurance cover-
uge, multilaterals, private investors-
distrioutions (Trade MAPS and
other investment vehicles), on top
of the regular banking distribution.
We believe this initiutive is uheud
of the curve und will be u market
frend.

TXF: How do you see the infroduc-
tion of the BPO (Bank Payment
Obligation) helping your bank ex-
tend supply chain finance serv-
ices for corporate clients?

[t will continue on a slow path until
u critical mass is uchieved. The
vulue proposition is good but not
good enouyh to push this forward.
The cross-border factoring business
could be relevunt to achieve thut,

TXF: In what ways are you cooper-
ating with other Fls, and how does
this help your corporate clients?

We dare cooperduting in dll corre-
spondent bunking spuces und dis-
fribution activities and, at the
sume fime, we dre involved in
some dlliunces of business referral.

TXF: Santander has a comprehen-
sive footprint across Latin Amer-
ica, and it has also made big
investments in markets such as the
UK. What leverage does this give
the bank, and where do you see
real growth in terms of fransaction
banking?

Jose Luis Calderon, global head of
global transaction banking at
Santander

We huve u cleur vision on the ob-
jectives our investments should fol-
low. Suntunder strateyy is very
clear us we hormally aim to be a
top three player in dll our core
maurkets. That gives us u deep
locul murket knhowledye with

many customers und brunches,

and that dllows risk analysis cupu-
bilities on the ground.

We have u cleur competitive
advauntage versus our locul com-
petitors due to our wide product
offering. Thanks to this, our size and
our entrepreneuridl upprouch in
frade finunce, we cun provide u
better service than our competi-
tors.

We are currently extending our
reuch with certuin operdations in
the USA, UK und Polund.These ure
yrowing rupidly und will be key to
further increuses in the vulue of

our trude finunce business.

TXF: How much is technology/
tech innovation helping the provi-
sion of tfrade and supply chain fi-
nance? Have tech innovations
delivered? What further opportu-
nities do you see to improve effi-
ciency and your offering fto
clients?

We dare lucky that our platforms
have been built over the course of
many years, with redl business
needs und not us ‘proof of con-
cept’ in u laboratory. They have
provided solutions to redl cus-
tomers’ demunds over muny
yeurs,und this is u key success fuc-
tor. So, innovution in product de-
velopment und the upplicution of
technoloyy to industridlise our
product offering hus been instru-
mentul for our success.

TXF: How do you view the future of
the availability, cost and provision
of frade and supply chain finance
in the near to medium-term?

| foresee u promising future for
these products, bused on the evo-
lution of international trade und
the needs of compunies to find
ever more efficient ways of finunc-
iny und mitiguting risks.

TXF: What football team do you
support?
| support Reul Mudrid, the FIFA
Club of the 20th century (und on
the way to winnhing the award
aguin). ®

We are lucky in that our platforms have been built
over the course of many years with real business
needs and not as ‘proof of concept’ in a laboratory.
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Global head
inferview -
UniCredit

Jonathan Bells talks with Alfredo Bresciani, international trade finance sales, at UniCredit.

Alfredo Bresciani, international
frade finance sales, at UniCredit.

TXF: What are your views on where
the trade finance market is at the
present time, and what do you
think are the biggest challenges
that the industry faces?

The trade finunce market is ut an
exciting crossrouds, and opportu-
nities ubound. For instunce, the
barriers to trade are falling in

places they huave stood for
decudes. In Chinu, we ure seeiny
impressive growth in the udoption
of RMB (renminbi) by international
exporters, und we expect this will
be u ygume chunger in the mur-
ket.

Meunwhile, regulators world-
wide have introduced a ruft of
regulations for both bunks und
corporutes since the finunciadl crisis
in 2008, und the ensuihy globul re-

cession. Adupting to un ever-more
globulised und reyulated market
environment is u chullenye for Uni-
Credit und its corporute clients —
and it is ohe that we are excited
to meet.

TXF: How is the bank responding
to and dealing with the ever-in-
creasing demands of regulators -
both nationally and internation-
ally? Is UniCredit completely pro-

The trade finance market is at an exciting crossroads,
and opportunities abound. For instance, the barriers
to trade are falling in places they have stood for
decades. In China, we are seeing impressive growth
in the adoption of RMB (renminbi) by international
exporters, and we expect this will be a game
changer in the market.
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visioned for Basel IlI?

With the SEPA (Single Europeun
Payment Areu) puyments format
mandated for over a month now,
corporutes have moved pust the
implementation phase and dare
looking uheud to life ufter SEPA. In
our view, they heed not consider
compliunce with the SEPA credit
transfer (SCT) und direct debit
(SDD) schemes to be the end of
efficiency-credtion in  treasury
management.

In fact, the SCT und SDD
schemes — us well us the transition
to the SEPA-designuted XML puy-
ment formut — luy the foundutions
for greuter efficiency yuins. For ex-
uample, UniCredit provides corpo-
rates with the expertise und
know-how to creute puyments
(und perhups collections) fucto-
ries. These ure centrdl, puyment-
executing units that can work on
behdlf of mulfiple subsidiaries —
und, in doing so, increuse visibility
und control of liyuidity und cush
manugement for corporate treus-
urers, while reducing fransaction
cost und risk.

With regurd to Busel Il provi-
sion, UniCredit is one of the most
stuble bunks in Europe. In the first
half of 2014, our fully-loaded CET1
ratio increused to 10.4% and our
fully-loaded Busel Il leverage ratio
stood ut 4.7%. Both dare umony
the best in Europe.

TXF: Has the, or will the, cost of
providing frade finance increase
due fo the greater pressure and
requirements from regulators and
those related fo compliance?

As stated, u ruft of regulations hus
been introduced, und these will in-
evitubly generute u yredter re-
yuirement in terms of processes
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international frade & finance sales,
at UniCredit

und compliunce. That suid, the
burden is likely to fall disproportion-
utely oh smualler bunks, who may
respond by seeking purtherships in
order to develop efficiencies. And
in this field, the experience hus
proven that banks are hot dllowed
to muke mistakes.

TXF: What position is the bank tak-
ing in regard to servicing new
clients as well as SMEs? How do
you provision in new corporate
risk factors?
As globdl trade flows shift — with
emeryinyg markets taking aun ever
ygredter share — muny smaller com-
founies und mid-cups dre struy-
gliny to find efficient,
cost-effective bunking services for
their hew puyments und FX re-
quirements. Puyments to emery-
ing Mmurkets dre increusingly in
locul currencies, from the Chinese
yudn to the Thaui baht.

Corporates will look to their
bunk to make such payments, al-

thouyh their bunk — offen u mid-
tier,locul bunk — may rely on more
costly und less efficient processes
compured to the combined FX
und puyments offerings provided
by globdal bunks. Yet these busi-
nesses ure reluctant to switch to
globul bunking providers, be-
cuuse of the loss of relationship
and service such a move might
entuil.

In our view, greuter colluboru-
tion between locul und mujor
bunks cun result in a better serv-
ice for mid-cups, ullowing compu-
nies to combine
proximity with cost-operutive effi-
ciencies und ylobul competen-
cies offered by leudiny pluyers.
What's more, mid-tier banks cun
outsource the technoloyy und ex-
ecution costs while earning rev-
enue through dan income split on
the FX rute with the lurger bunks.

Such u system dlreudy exists in
UniCredit’s PuyFX. Through the re-
quired nhostro accounts, we can
execute foreign currency puy-
ments in 25 euro/currency puirs.
The mid-tier bank — which dedils
only in euros — uvoids losing busi-
hess und yuins u revenue stream
from the FX rate.

territoridl

TXF: What do you see your clients
asking for now that is different
from the recent past? Do you see
a different attitude from corpo-
rates?

Certuinly, we see u shift in the na-
ture of our customer’s needs. Be-
cuuse the desire to expund to
new locutions heeds to be bul-
anced with thorough munage-
ment of countferparty credit risk,
CFOs or treusurers ure no lonyer
looking for u single, globul fransuc-
tion baunk for their entire business.
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Insteud, they seek frusted parthers
with whom they cun build lony-
term relutionships to better sup-
port their requirements in certain
markets.

Building strony purtherships
with our clients is crucidl for us, us
our key priority at UniCredit is to
focus on our clients” heeds, build-
ing up infimate relutionships und
focusiny our infernhul orgunisation
in a way tfo meet our client’s
heeds und delivers exuctly what is
importunt for our clients.

We dare ulso working together
with our sules und product forces
with the dim of ulwuys udopting
an inhovdtive, consultative ap-
prouch und u CFO perspective
(understundiny whut is of the ut-
most importunce for u CFO und
fitting in the feet of our clients).

We strive to share information
and knowledge with our sules
forces, to yuin un in depth under-
standiny of each industry sector,
physicul supply chain, the dynum-
ics uffecting specific sectors/
maurkets und the key importunt
factors in the reldtionships be-
tween buyers und suppliers. Our
dim is that our sules ure recoy-
nised by our clients us frusted ud-
visers strongly differentiating from
the competition.

TXF: With corporate contracts and
supply chains constanitly chang-
ing/evolving, how are you as a
bank able to keep on top of what
is required to service their needs?
Remuaining dbreust of develop-
ments in supply chain finance
(SCF) is vitdl. In the pust, SCF wus
dlmost exclusively buyer-driven,in-
volving revolving receivubles pur-
chuse progrummes infended to
lengthen duys puyuble outstund-
ing. At the time, the emphusis from
mauny businesses wus on the opti-
misation of inventories und sup-
plies — us such, the sufegyuarding of
liguidity served its purpose.

Yet,modern supply chdain man-
agers have a different focus. The
variance in corporute working
cupital requirements has pushed
SCF to tuke a more holistic view —
one dlighed to the interests of
both buyers und suppliers. For the
bunks offering SCF, such u com-
prehensive view is u tough usk —
but it’'s a requirement that must be
met if they dre to remuain relevant
fo frade.

TXF: Technology within frade has
grown massively over the last few
years. What sort of investment has
UniCredit made in this area and
what do you still need to do? How

do you view the bank’s trade
technology offering in compari-
son to other institutions?
New fechnoloyy is ut the forefront
of efficiency-generution in trade fi-
nance. UniCredit is fully aware of it,
and dims to be a leader for inho-
vation by supporting its customers
in adupting to chunyes. A greut
opportunity for efficiency en-
hancement, for exumple, is the
development of Bunk Puyment
Obligations (BPO). This solution
would nhot huve been possible
onhly u decude ugo, und we dre
excited ubout the
potentidl it has us a hew frade
settlement tool. BPOs (like the
adoption of RMB) cun dlso turn
out to be yume chunyer in the
market.

Elsewhere, virtudl

very

uccounts
structures ure dllowiny corporutes
to build on the efficiencies offered
by SEPA. Tuken to its loygicul con-
clusion, such u system could ullow
corporates to Maintain only ohe
‘hysical” account, while creuting,
closing und maunaging their virtuadl
accounts through un online por-
tal. This is un example of how hew
technoloyy cun respond to the
new market environment, increus-
iny transpurency, efficiency and
flexibility for corporutes.

Remaining abreast of developments in supply chain
finance (SCF) is vital. In the past, SCF was almost
exclusively buyer-driven, involving revolving
receivables purchase programmes infended to

lengthen days payable outstanding.
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TXF: It has been over 18 months
since the official launch of the
Bank Payment Obligation (BPO)
from SWIFT. What is your view of
the initiative, what if anything is
holding it back and how impor-
tant do you think it will be?
While take up of BPOs hus been
slow, we expect it to pick up.In our
view, the key obstucle is onhe of ed-
ucution. Treasury und sdles de-
partments, which have fully
understood the potential of BPO,
should coordinate to establish G
common knowledge of the tool.

The sdles force will thus play u
key role in expundiny this under-
stunding to the customers, aund will
convince them of the compelling
efficiencies of the offer. For these
pourposes, UniCredit hus rolled out
u workshop programme dimed ut
furnishing treusury depurtments
und sules forces with valuable in-
formution — fostering conversution
und providing expertise. And u set
of BPO rules (URBPO) — developed
in colluboraution by SWIFT aund the
Bunking Commission of the Inter-
nutionaul Chamber of Commerce
(ICC) - hus donhe much to in-
creuse understunding in the wider
market.

Ultimately, the extent to which
BPOs ure udopted remuins to be

seen. But we believe thut treusur-
ies ure uttracted by the improved
visibility, ligquidity, risk mitigation,
puyment tfiming, and commerciul
terms on offer for both sides.
These ure the benefits that will see
BPOs become u successful and
commonplace trade seftlement
tool.

TXF: Is UniCredit teaming with
other Fls, and if so why and how
does this make a difference for
your clients?

We place consideruble value on
our large network of correspon-
dent bunks. Indeed, leveruyging
these reldtionships enubles us to fi-
nunce a greuter number of dedls
than would otherwise be possible.
BPOs und other innovations — such
us PuyFX — are hew wuays in which
we cun leveruge these relution-
ships with greuter efficiency.

TXF: UniCredit has a big and
strong footprint in Russia, Ukraine
and throughout Eastern Europe,
how has the bank and client busi-
ness been impacted by the cur-
rent volatile geopolitical situation?
UniCredit hopes for u peuceful
resolution, of course. That said,
frade finunce us u technigyue cun
cope with geo-politicul voldfility.

Thut’s its role und where we cun
deliver udded vulue solutions to
our clients.

TXF: Where do you see the bank
making a push in frade finance -
product and/or region? Do you
see the bank as having certain
niche strengths?

Our niche strenyth is ucross the
fransuction bunking spuce. We
see GTB us the core of corporute
bunking und UniCredit’s offerings
are based oh that key principle.

TXF: What do you think the next
big thing in trade will be?

Fregquent chunges in policy meus-
ures, euch more reluxed thun the
lust, are fust bringing ubout the lib-
erdlisution of the RMB. While only
2% of externul Chinese trade was
settled in RMB in 2010, this figure
leapt to 18% by lust year. The in-
creusing udoption of hew curren-
cies in globul frade is u tfrend we
dre wutching very closely indeed.

TXF: What, if any, is your favourite
football team?

UniCredit spohnsors the Chum-
pion’s Leugue so it's our role to
support dll the teams taking part —
but with Juventus FC dlways in
mind. &

Frequent changes in policy measures, each more
relaxed than the last, are fast bringing about the
liberalisation of the RMB. While only 2% of external
Chinese trade was settled in RMB in 2010, this figure
leapt to 18% by last year.
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Looking at the

post-SEPA migration
landscape

Jonathan Bell talks with Martin Runow, head of cash management for corporates, Americas,
Deutsche Bank, about the post-SEPA migration landscape.

TXF: How has the Single Euro Pay-
ment Area (SEPA) come about,
and what is its importance to con-
sumers and corporates in Euro-
pean markets?

Fundumentdlly, SEPA is ubout the
euro und its functionality as one
homoyenous currency. In order for
the eurozone to truly function in its
infended wuy - us u single cur-
rency tradiny ureu — cross-border
puyments und collections within
the region should be ut leust us

fast, easy und cheup s previously
locdlised pauyments. SEPA  has
maude this come to puss by stun-
dardising the regulutions und for-
mats for dll electronic puyments
within the eurozone - effective for
any cush flows throughout the 34
dffiliated countries including dll EU
member states (both within and
without the eurozone), the Euro-
peun Free Trade Associution nu-
tions (Norwuy, Icelund,
Liechtenstein and Switzerland),

Monuco und Sun Murino, us of 1
August,2014.

TXF: What are the benefits and/or
disadvantages of SEPA?

The immediate and most reudily
uppurent effects for corporutes
are udvunces in harmonisution,
standardisation and automation.
Standurdisution comprises direc-
tives reguluting puyments, und the
use of XML ISO 20022 formut
across the bourd.

For both consumers and corporates, SEPA should
result in lower prices for payment services by making
the banking market more competitive; in part
because the standardisation of communication
channels and formats will bring the quality of other
aspects of banking service to the fore.

www.tagmydeals.com

www.txfnews.com



TRADE &
EXPORT

>AF\NANCE

TRADE & SUPPLY CHAIN FINANCE IN 2014

Previously, regulutory environ-
ments — even locul interpretutions
of reyionul reyulutions — differed
between hutionul borders, und
their estublished nutures offered
little scope for innovution. SEPA’s
infroductory phuse engendered
the SEPA credit trunsfer (SCT) und
SEPA direct debit (SDD) which
were designed to provide u stun-
durd puyment service product
bused on common core fedutures
und best-practices ucross Europe.

For both consumers und cor-
porates, SEPA should result in lower
prices for puyment services by
making the banking market more
competitive; in part because the
standurdisution of communicution
channels und formats will bring the
yuulity of other uspects of bunking
service to the fore. Individudls will
enjoy the increused speed und se-
curity of puyments — but it is corpo-
rates that will redlly notice the
streumlining effect of SEPA.

TXF: What should corporates do
now post-SEPA migration? Overall,
do you see post-migration as a
time of challenges or opportuni-
ties?
Despite the initiul costs und com-
plexities of implementaution, SEPA
will be shown to be u positive ud-
vancement in u brouder environ-
ment of increusing reyulutory
foressures, continuing risk concerns
und  heightened liquidity de-
mands. The direct benefits dis-
cussed ubove should be seen us
just the first step in the SEPA journey.
In fact, SEPA regulutions should
be viewed by corporutes us the
prepuratory foundation for further
enhuncements mude possible by
its removal of buarriers — bringiny
ubout the opportunity to optimise

www.tagmydeals.com

Martin Runow, head of cash
management for corporates,
Americas, Deutsche Bank

freasury functions, bunk relation-
ships und yroup connectivity.
Treusurers now have the opportu-
nity to review their compliance-re-
luted projects und identify newly
possible ureus for infernal improve-
ments — either in operational effi-
ciency, risk control, vulue-creution
or cost reduction.

Firstly, the nature of SEPA mukes
rationulisation and centralisation
possible: for the first time, corpo-
rates have the potential to reduce
their web of bunk accounts down
to fewer, or ultimately to one single
account that can handle dll euro
puyments. This in turn credates the
potfential to centralise freasury
functions from severadl subsidiary
depurtments to one more efficient
und more highly automuted treus-
ury centre.

For example, utilising puyments
und collections fuctories — ullow-
ing puyment- und/or collection-
oh-behulf-of structures to be
instituted — is one wuy to uccess
the udvuntuges of centrdlisution.
Such enhuncements offer re-

duced risk mitigution, lower

stuffing costs und chances of
human error, improved visibility
und fuster processing fimes.

This should dlso result in in-
creused liyuidity, due to more effi-
cient infrastructures, clearing and
fredsury processes — ulso possible
through upyruding technoloyy
systems und software or reducing
corporute-to-bunk tools, commu-
nicution links und systems. Due in
purt fo concerns around risk Miti-
ygution — which huve become ull
the more prominent in recent
yeurs — some corporutes ure seek-
iny higher levels of bunk uynosti-
cism, us evidenced by the
popularity of SWIFT. SEPA’s compul-
sory XML formuat supports this ob-
jective, us well us the integration
of hon-proprietary models with the
rest of the compuny, since the
staundurdisation of formats gives
corporutes the freedom to move
from one bunk to another more
eusily und thereby reduce their
dependency onh uny purticular
frovider.

TXF: Are we at a situation now
where banks will need to develop
new services fo meet the needs of
SEPA?

Severul existent tools will serve the
development of in-house bunks
well, such ds virtual accounts or
cush pooling. But bunks such us
Deutsche Bunk that ure commit-
ted to helpihy clients — and in-
deed the wider muarket — extract
the optimal audvantages from the
new lundscupe will continue 1o re-
seurch und innovute.

The SEPA model for combininy
locdl best-practices und applying
them to u lurger ureu cun be imi-
tated in other ways. For example,
while they have not been offered
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in the first round of SEPA products,
udditionul optionul services (AOS)
—such us France’s CAl (Customer
Account Informaution) uand Italy’s
SEDA (SEPA-compliunt electronic
datubuse dlignment) — muy be
udupted to be plugyed-in on u
maurket-wide busis.

TXF: Looking forward, what are the
next expected milestones of SEPA,
and will it be beneficial overall for
banks and corporates alike?

As u cutulyst for chunge, und now
that the migration date has
pussed, SEPA will see corporutes
continuing to cupitdlise on the in-
novations und consolidations that
it hus introduced. Corporutes
within the SEPA zone, those outside
SEPA that honetheless must com-
ply due to cush flows, und even
those not obliyed to migrute, cun
dll leveruge this blueprint for simpli-
fication und harmonisation across
their orgunisations.

Multinationdl corporutes cun
leveruye the ylobul ucceptunce
of the XML format to stundardise
communicution and  treusury
processes ucross their corporute
body us u whole. It is ulso possible
that we will see other geographi-
cul zones uttempting to stundard-
ise in this way goiny forwards, us
the true results of SEPA become
evident - for example, using XML
for dutu flows to infegrate foreign

exchuhye info cross-border truns-
actions. Whether within u corpo-
rate or in other SEPA-like initiatives,
such uses will leud to hurmonised
and enriched dutu, better trans-
fpurency und improved euse of
compliunce.

TXF: What is Deutsche Bank doing
fo help its clients deal with SEPA is-
sues?

Deutsche Bunk hus provided
clients with support throughout
the migration process; yuidiny
them through seamless implemen-
tation, providing them with infor-
mation on and access to further
opportunities through the SEPA
guteway, und continuing to help
those who wish to extend the ad-
vantuges on d brouder und
deeper scule. The suitubility and
viubility of uny of the discussed
meuns of leveraging the new puy-
ments lundscupe varies depend-
ing oh euch corporute’s
purticular starting point. Internal
structurdl improvements heed to
be designed on un individuulised
level, and it is here that Deutsche
Bunk’s expertise und tuilored solu-
tions ure indispensuble.

Indeed, comprehensive und
up-to-dute knowledge is key —
corporutes Mmust ensure their
bunks cun provide them with true
clurity in u constantly chunging
reyulutory environment. It is to this

end that we ure always working
towards o more holistic view of
tfreusury needs, from locul devel-
opments (frucked by our hew
market infrastructure unit) to cut-
ting-edyge solutions, us well as the
thinking behind our soon-to-be-
launched SEPA whitepuper look-
ing ut the deeper und wider
freasury opportunities followiny
migrution.

TXF: The IBOS Association (Interna-
tional Banking - One Solution)
commented on 1 August 2014 that
“the whole SEPA project has been
a failure”. How do you view that
statement?

The initidl logisticaul complexities
that corporates faced during SEPA
migration cunnot be ignhored — but
the chunyes yet to come will
show how worthwhile this process
has been. Undeniubly, it hus
cuused upheuval - but the results
are smoother, more efficient and
unhified processes that will pave
the wuay for other enhancements
optimal  uutomution,
connectivity, und harmonisution.
Corporutes that identify their
own purficulur opportunities for
such proygress — und implement
swiffly and seamlessly with the
support of u specidlist provider —
will find themselves dat the crest
of U hew wave of payment inho-
vation.

towurds

The initial logistical complexities that corporates
faced during SEPA migration cannot be ignored -
but the changes yet to come will show how
worthwhile this process has been.
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CGl delivers
enhanced products
and benefits

for banks

TXF: What sort of reception have you had
from clients over the past year with the use
of CGl Trade360? What feedback have
you had and how important is this dia-
logue?

Frank Tezzi, vice president, frade und sup-
ply chuin solutions ut CGl, suys: “One of
the things that CGl’s Trade and Supply
Chuain group is known for is our deep und
collubordutive relationship with our clients.
Our client bunks tell us that this is our
brand. This is hot un uccident. We have fos-
tfered very close relationships with our
client baunks individudlly and dlso us u
community, where we mMmeet in-person
twice yedrly in working committees to dis-
cuss trends, ugree on service und product
direction und to improve every uspect of
our duy-to-day interactions. This creates a

hugely positive dynamic that both our
clients und CGl deeply value.”

In addition to this fuhctional uspect,
Tezzi suys from a maurket perspective over
the pust yeur they are noticing some dis-
finct changes. He notes: "We huve dlso
seen more bunks look to leverage the us-
sets they have. Our client bunks dre look-
iny to see how they cun consolidute their
structured frade finunce, how they can
brinyg their commodity trade finunce on to
the plutform, how they cun bring their
tfrade receivubles into different groups und
overdll consolidution ucross u single solu-
tion — whether that be for u single maurket
jurisdiction or onh d regional busis.”

Kitt Curswell, senior offering munugyer
und executive consultunt, frude und sup-
ply chain solutions at CGl, adds: “Some of

“One of the things that CGl’'s Trade and
Supply Chain group is known for is our
deep and collaborative relationship with
our clients. Our client banks tell us that this
is our brand. This is not an accident.”

www.tagmydeals.com

Jonathan Bell at TXF
talks to Kitt Carswell
and Frank Tezzi at
CGl about the
enhanced
development of the
CGI Trade360®
platform for frade
finance banks, and
how the software
and technology
company works to
ensure its clients
achieve maximum
efficiency and
operational benefits.
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TXF: You have always valued further prod-
uct development through its usage - can
you explain the concept of soffware as a
service (Saa$) and the CGl offering?

“Simply put, the Trade360 SudS delivery
model frees the client bunk from munuy-
ing its own trade technoloyy to focus on its
business, while CGl tukes responsibility for
the application, infrastructure, operdation
und support of the plutform on the baunk'’s
behdulf. The fee structure is bused on fruns-
action volumes, so costs are predictable
und uligned with business uctivity. The SuuS
model dllows unpurdlleled speed to mur-
ket with three functiondl releuses u yeur
delivered directly to production,” explduins

Tezzi.
Kitt Carswell, senior offering manager and
executive consultant, frade and supply chain TXF: Is this something that is easily adapt-
solutions at CGI . . .

able for clients, without having fo undergo
the recent results of this colluborative re- more of the learning curve?
lationship with our clients are web services Tezzi responds: “Providing these releuses
for mobile platforms und corporate bunk- keeps our clients uheud of the curve relu-
ing portuls, infegrated puyubles, und col- tive to the market demunds und competi-

lateral  management. We are  dlso tors,but becuuse client banks cun choose

beyginning the use of automuted testing in which new cupubilities fo use immediutely

colluborution with clients.” und which they will use ut u luter time, they
Tezzi adds: “What does speuk volumes ohly need to climb the leurning curve

is when our clients renew contracts with us when they are ready.”

und they hot only do that without fdil, but

seek to bind in those contruct extensions TXF: Have you rolled out new functionali-

for the lony-term. Our bigyest client hus ties (i.e., infegrated payables), add-ons or

just renewed with us fill 2022 — and this is products to the core offering, and how

the third time they have extended with us, have those been received?

BMO hus renewed fill 2021 and BTMU Hill "CGl delivers ut leust three functionul re-
2020. This shows our delivery excellence leuses a yeur info production. It is one of
and operational excellence, und the the gredt benefits of the SauS model thut
power driving the product.” banks no longer heed to be conhcerned

with justifying an upyrade project compet-
TXF: What has CGI done to enhance and ing with the bunk’s other priorities. CGl
add to the good performance based on does everything but the final user accept-

that feedback? ance testing (UAT), und then the new re-
Says Tezzi: “In uddition to the ideus that leuse is deployed into production shortly
CGl brinys to the tuble, CGl takes the col- uffer und avdilable immediately dcross
laborative leaud with clients to define re- the client bank’s entire frade footprint,”
quirements und desiyn enhuncements stutes Tezzi.

whether from the community or individuail In addition, Carswell udds: “People
client bunks.” tend to focus on the purts of the system
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they dre using the most. Testing for every-
one huppens ut the sume time. Absorbiny
the new functionalities within an organisu-
tion though tends to be less criticul. An in-
stitution mMay choose to ubsorb u certuin
purt of U new releuse us it may help them
bring in additional revenues, while other
parts of the releuse cun be left fill they
need to use thut detuil.

“"As a result of this und CGl’s close
colluborution with its clients, there is a con-
finual evolution of hew cupdubilities that
ure dlighed with the redl needs of our
clients” customers and the market in
generdl. Recent exumples, us dlready
mentioned, ure:

Web services — Our hew web service
server exposes the power of our
CGl Trude360 Portul’s duta und busi-
ness services to the bunk’s mobile or
proprietury  corporute  portul.  This
dllows bunks to deliver rich und
proven functionulity across its cus-
tomer chunnels.

Integrated payables - Building on

Trade360’s humerous existing paydbles

products, this solution tukes puyaubles

to d new level of simplicity for cus-
tomers und portfolio bused struight-
through-processing for banks.

Customers provide puyables duta in

ohe common format to pay invoices

onh its due duate, puy u buyer-dis-
counted umount to cupture the in-

voice discount terms or us the result of
dynumic discountfing or processing
under un upproved puyubles fihnunce
programme. The lutter includes auto-
muatic eligibility assessment, supplier fi-
nance instructions, the Supplier Portul
for the bunk to offer invoice purchuse
und uutomutic invoice finuncing.

Due puyments for u day ure auto-
matically aggreyauted across the port-
folio by puyment method und then by
supplier (up to 10,000), muking the
process both efficient for the baunk and
cost effective for the customer.
Collateral management — Colluterdl
for commodity finuhce und structured
frade finunce has lony been man-
uged oh spreudsheets, but toduy’s
regulatory environment, emphusis on
risk manugement and desire to grow
the business demand u higher degree
of dedl und portfolio visibility and con-
frol. Moving from spreudsheets to u
colluterul upplication tukes colluterdl
out of u frugmented world of spreud-
sheets info one with globul und reul-
time visibility across deuls, portfolios
und geoyruphies. Deeper control und
munugement become possible in-
cluding automuatic market pricing, au-
tomatic reconciliution to colluterdl
managers (e.g., warehouse), und du-

tomuatic ratio and limits culculutions,

plus Much more.”

“As a result of this and CGl’s close
collaboration with its clients, there is a
continual evolution of new capabilities
that are aligned with the real needs of
our clients’ customers and the market

in general.”
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Frank Tezzi, vice president, frade and supply
chain solutions at CGI

Curswell udds: "In uddition to providing
robust functionulity und reul-time visibility,
having colluteral munugement on the
same infegrated platform as the LC and fi-
nunce products that are dlreudy used to
support the commodity finunce und struc-
tured frade finunce businesses, will leud 1o
the complete end-to-end life cycle for
these businesses. Our colluteral munaye-
ment functiondlity will go live with clientsin
December this yeur.”

TXF: What changes are you seeing in the
overall open account frame and require-
ments of corporates in their dealings with
banks, and what is CGI doing to meet the
demands of constant evolution in this
space?

Tezzi notes: "Open uccount continues to
be the uvenue for yrowth for tfrade bunks,
yet so many bunks have no open uccount
cupubility or u collection of stundulone
upplications uccumuluted tucticdlly to re-
solve individudl customer demand. Either
cuse does hot leuve the bunk in u yood
position to give customers u seumless ex-
perience ucross frude products or u cost

effective wuy of delivering them. CGlI hus
taken the infegrated platform approuch
to resolving both of these constraints to
business growth.”

Adds Cuarswell: “Ruther than develop-
iny sepurute solutions for open uccount,
CGl hus been udding open uccount solu-
fions to its infegrated Trade360 globdl
fransaction platform since 2007. Now, over
20 of the neurly 50 products supported on
the plutform dare open uccount solutions,
which we cutegorised us buyer-centric
payubles solutions and seller-centric re-
ceivaubles solutions. As such, the Trade360
SadsS integrated plutform upprouch pro-
vides bunks with d strateygic growth path
ut no udditionul cost,since the bunk is only
charged for what it is using.

“There ure udditionul phuses for inte-
grated puyubles und collateral munage-
ment to udd functionulity to the portul
und link dll the relevant products info the
end-to-end commodity finance and struc-
tured finunce businesses that will be deliv-
ered in upcoming releuses.

“Qur client banks ure even able to out-
source this or uny other Trade360 cupubil-
ity fo smdller banks that are not uble to
dedl with open uccount processing. The
nutive ubility of Trude360 to insource ‘out
of the box’ mukes this un attractive source
of revenue for our clients. BMO for exum-
ple outsources to certuin small US bunks.
And becuuse the overdil plutform und sys-
tfem is redlly flexible they cun tdilor the
services they offer themselves.”

Tezziremarks: *If you look at the market
place, there dure u number of smuall bunks
out there thut dre trapped - they don’t
have open account cupubility and are
running outduted upplicutions ut u time
when their corporutes ure usking for more.
So the uestion for those smuill banks is do
they buy in hew systems or do they out-
source. This ygives our client bunks un ad-
vantage as they cun market to these
institutions the Trade360 inteyrated capu-
bility they dlreudy have.”
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TXF: Banks are increasingly conscious of
the cost of overheads, how are you as a
banking technology provider collaborai-
ing with the banks to ensure that the costs
of their trade operations are kept as low as
possible?
Says Tezzi: “Trude operutions dre costly,
which is why from its inception the design
of the CGI Trude360 globdl transuction
platform was driven by the concept of
creutinyg the most efficient operautions pos-
sible. Truly ylobul processing, flexible oper-
uting models, workflow dand imuying,
stfreamlined transaction processing and
straight-through-processing were inteyrdl
to its business architecture. These guiding
frinciples continue to leud to yreuter effi-
ciencies und reduced operuting costs.
*In uddition, the SuuS delivery model
forovides cost reductions through shared
infrastructure and reduces investment for
new cupubilities.”

TXF: National Bank of Canada has very re-
cently implemented CGI Trade360, what
criteria led them to adopt the platform
and can you outline how the trials and im-
plementation process takes place with a
new customer?

“Nutional Bank of Canaudu heeded to pro-
vide u modern front-end to its customers,
improve the efficiency of its buck-office
und extend its open account business,”
states Tezzi.

Curswell states: “Interestingly, Nutionul
Bunk of Cunudu hus u pretty strong open
uccount business. By bringing additional
cupubilities on bourd with Trade360 it has
dllowed the bunk to hot only upyrade cu-
pubilities considerably, but will dlso permit
these businesses to scale in a greuter way.”

He adds: “CGIl hus un unhblemished
record of successful implementations,
which we uttribute fo our implementation
methodoloygy that emphausises joint ac-
countubility and a collubordutive ap-
forouch to the project work.

“An implementation hormally beyins

www.tagmydeals.com

with d frume workshop to flush out any
yups und to ussess the work efforts for con-
figuration und infeyration, leuding to u

project plan und prioritised customisutions,

if any.
The project is hormally organised into
two phuses:

Phase | (2-4 months) includes set-up,

fraining, und configuration of bunk’s

environments;

Phuse Il (7-8 months) includes integra-

tion, development, und testing (poten-

tidlly in pardllel with phase 1).

Equdlly important is close manage-
ment attention through executive steering
committee und ohyoing munugement
meetings.”

TXF: How do you see the further evolution
of the CGI Trade360 platform overall?

Curswell concludes: “Trude hus become
a qyuickly evolving business that  will
reyuire continuous evolution of the plut-
form. Some dreus that we see in the short-

term is rapid expunsion of mobile,

continued proyress to deploy corporute
portdls, higher demund for SWIFT for corpo-
rate us u customer chunnel, further BPO
enhancement, platform support for sup-
plier on-bourdiny, expunded buyer/sup-
plier colluboration und multi-bunk portals
to hume u few.

"On the brouder horizon is the devel-
opment of efficient sourcing of funds for
dpproved puyubles finunce und other
opeh uccount finuncinyg solutions and the
cohvergence of GTB (ylobul transuction
bunking) plutforms to provide seumless
customer experience und efficient tech-
noloyy und operdations. Trade finance
growth is moviny ut such u puce thut it is
likely to outstrip avdilable sources of fund-
iny awdiluble through fraditionul bunk
funding methods unless hew avenues ure
found. As those hew funding mechunisms
develop within the industry, will we seek 1o
pluy intfo them in keeping with our philoso-
phy of inferoperdability.” l

CaGi
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Prof Michael Henke,
managing director,
Fraunhofer Institute

for Material Flow and
Logistics (IML) and
Dr David Wuttke,
postdoctoral
researcher,
European Business
School provide an
insight into some of
the research they
have undertaken in
the way that cash is
managed
throughout the
supply chain.
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When supply chain managers and CPOs
do their jobs well, they ensure they have
the right product uf the right quantity at
the right place und the right time. Wheh
freasurers and CFOs do their jobs well, they
ehsure they bulance their liquidity heeds
unhd have enhouyh cush to cover com-
pany heeds. But who is responhsible for
cush flows dlony the supply chdin, such ds
those between da buyer and d supplier?

When a finance division ohly cdares
ubout extending puyment terms aund man-
ufacturing only ubout products, firms often
overlook thredts und opportunities in their
supply chain., With financial supply chain
mauhugement and supply chdin finance,
firms can improve their competitiveness. But
success is hot to be tuken for granted.

Finuncidl supply chain manugement
(FSCM) is the optimised plunning, manuy-
ing, und controlling of supply chuin cush
flows to facilitute efficient supply chain mu-
teridl flows. To give a concrete exumple: u
procurement munuyer engyuged in FSCM
does not only cure ubout u smooth prod-
uct flow und high service levels, but they
dlso tulk with the supplier about finunce
and ensure that the supplier neither runs
out of cush nor requires exjensive fuctor-
ing which, ultimately, would lead to higher
costs for the entire supply chuin.

While fraditiondl supply chuin munuge-
ment poses the yuestion *Do our suppliers
have the physical capability to produce
the goods in u sufficient quality und quun-
tity?’, FSCM goes u step further and adds

Who cares
about cash?

the yuestion, *Are our suppliers ulso finun-
ciully cupuble of producing efficiently
whut we demand?’

Summuirising five years of extensive re-
seurch of both empiricul studies und unailyt-
ical models, we found severdl successful
instunces of the use of FSCM. But we dlso
found instunces with improvement potential.
And findlly, we found thut it is time to clarify
some myths. Let us highlight five key insights
on the finunce und operutions interfuce:

1. FSCM solutions must be tailored to
manufacturing and financing needs.
For banks and service providers, SCF is usu-
dlly product, sometimes a commodity.
Bunks thus seek to convince their potential
clients of the lurge benefits hidden in their
supply chadins, waiting to be unleashed by
the power of supply chuin finunce.

However, there is no one-size-fits-dll so-
lution; euch firm requires individuul udjust-
ments. It is frue; the concept of SCF where
u buyer confirms their supplier’s invoice so
that the supplier cun obtuin the due
amount from u bunk ut low interest rute is
the same for each application. But edch
firm has its unique methods und proce-
dures, und its individuul executives. And
the specific suppliers within an industry dlso
have many particularities.

The most successful compunies thut we
studied offen spend u significant manage-
ment effort fowurds udjusting existing solu-
tions to their context. Firms had to get dll
infernal  stakeholders on bourd: the
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finunce function fuking u corporute
finance perspective, us well us procure-
ment managers being familiar with the
supplier buse.

When firms reported internal resistaunce,

it wus most often becuuse they did not
find u solution thut is tuilored to the pro-

curement munugers’ heeds. For instunce,

ohe munuger once compluined: “We are
incentivised to heyotiute low prices und
now they want us to use this finuncial plat-
form on top, but this is not whut we were
frained for.” A cledar messuyge sent from
both successful und hot so successful firms
is that behavioural factors are central in
determining the bottom line impuct of
FSCM programmes.

Solutions must be so specificdlly
tdilored that munuyers who use them in
their duily routines feel confident ubout und
dare convinced of them. Hence dlighing in-

centives is only u first step. Munagers must

not only be motivated to do the right thing,

they must dlso be knowledygedble ubout it.

2. From information integration to
knowledge integration
Since the advent of modern supply chdin
management, the hecessity of infegrating
information flows has not only become bet-
ter articulated, but ulso mMost modern com-
founies now rely on infegrated enterprise
resource plunning (ERP) systems thut ufford
them excellent information avdildbility.

FSCM is even more demundiny. Usiny
FSCM, supply chuin manugers must be
uble to interpret financial information in a
meauningful fushion; they must be aware
that it is not always in the interest of u firm
to muximize product avdilability.

On the other hand, treusurers must un-

derstand that working capitdl is important,

but days puyubles outstunding (DPO) tar-
yets cun sucrifice other supply chain gouls
— uffter dll, one’s own DPOs ure the sup-

plier's sules outstunding. In these firms,

knowledye inteyrution is required. Through
joint work in project teums, uctive commu-
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hication — formal and particularly informal
- munuyers cun learn from euch other.
Only when u compuny truly overcomes its
silo mentdlity cun it fully actudlise the po-
tentials of FSCM. And these potentidls are
often multifaceted.

3. More than arbitrage

We often heur that SCF is greut becuuse it
enubles suppliers to benefit from their cus-
tomers’ strony credit rating, humely
through interest arbitrage. But if manugers
believe that arbitrage is the muin benefit
of SCF, they dare often mistaken.

In fact, we found in an analytical study
that there are many firms that benefit
more from the finunciul flexibility udded
through SCF. Suppliers who enguge in SCF
progrummes dre entitled to discount their
confirmed invoices, but they dre nhot
obliged to. In other words, treusurers may
discount their invoices whenever there is
an investment opportunity that they would
have foregone otherwise. Firms with fight
credit line limits will thus particularly benefit
from SCF, even when their credit ruting is
not mMuch better than their customer’s is.

Moreover, soft benefits, such us the in-
formation that invoices have been re-
leused, do not only creute more
fransparency but dlso more trust. While
supply chuin munagers ultimately commu-
nicute with their suppliers, it is the task of
corporute finunce experts to interpret this
vdlue udded, inform, and convince their
colleugues.

4. Strengthening the supply chain

In munufacturing it is well known that
tfoduy’s competition moved uway from
firm versus firm fowards supply chuains ver-
sus supply chuins. Therefore, firms ulony
supply chains increusingly dlign their man-
ufacturing strateyies, und infegrate them
with supply chdin management strategies.
They shure a common understanding s to
whether efficiency or responsiveness will
be decisive in their supply chdin’s compet-

Michael Henke, managing

director, Fraunhofer
Institute for Material Flow

David Wuttke, postdoctoral
researcher, European
Business School
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itive environment.

Indeed, it is yuite common to use the
strength of centrdl firms to strengthen other
purts of the supply chain, for instunce
through informaution sharing or joint reseurch
und development projects. However, firms
seem to be very reluctant to share their fi-
nunciul strength with their business purtners.
Curefully ussessing when it is crucidl to sup-
port suppliers financidlly cun have substaun-
fiul long-term impucts. In furn, when severdl
firms within < supply chain reyuire liquidity
input, it is always worthwhile to consider third
purty loyistics froviders who are wiling to
tuke on inventory ownership.

5. Talk the same language

Mdanugers often complain about their
counterpurts hot talking the same lan-
guuge. Let us tauke this metaphor literally.
When we meet people who speuk other
languagyes, they dre usudlly from other
countries,maybe from far away. They have
different cultural buckgrounds und we
often huve difficulties understunding what
they suy. Even if we leurned their lunguuye
and dre dlmost fluent, we often miss the
nuunces.

The sume holds true between manufuc-
turing and finance. What does working cup-
ital mean? Whdat is inventory? What is risk?
What is uncertuinty? What is a default? Only
when managers in the same firm and in the
sume supply chuin have shared under-
stundings of these ferms, cun they pull to-
gether in the sume direction. Only when
procurement munugers ure cupuble of
communicating the bottom line impact of

their work to their CFO, cun they expect uc-
knowledgements. Onhly when treusury is able
to franslute the benefits of supply chuin fi-
nance solutions in the lunguage of their pro-
curement munugers, will they be happy und
confident to convince suppliers in u lun-
yuuye that the suppliers will understand.

Research outlook

So, who should cure ubout cush flows in
supply chains? Ultimately, this question
must be unswered by euch firm individu-
dlly becuuse there is no once-und-for-ull
solution. Offen u combination of the fi-
nance und the supply chuin munage-
ment function seems plausible becuuse
the former cun provide the expertise und
the latter cun provide the required busi-
ness insights und information.

Moving from information integration to
knowledye inteyrution between finunce
und Mmunufucturing, firms cun actuulise
their finuncidl strenyths to bolster their sup-
ply chain, Once managers manage to find
U common luhguuye, they cun soon ex-
plore further value udded through FSCM,
which goes beyond arbitrage.

While our five points highlight severdl
chullenges for firms, it is ulso evident that
more resedrch is heeded to unhderstund
further implicutions of FSCM. Whut is the
impuct of SCF on finuncial KPIs? Whut be-
haviourdl fuctors determine the success or
fdilure of FSCM projects? Such yuestions
have to be unswered by universities und
research institutes in the future, to enable
their corporate partners to fully leverage
the potential of FSCM and SCF. R
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MINTed? Why the
BRICS bank has 1o
have a broad remit

The rationule behind the newly estublished

BRICS bunk is clear: emerging economies,

feeling their own strenygth, have uddressed
what they regard as the hegemony of US
dominuted structures like the World Bank

und the IMF by goinyg it dlone. The bank,

which will hauve u starting cupitul buse of

$50 billion (510 billion euch from Bruzil, Russiy,

India, China und South Africu), will service
infrustructure und economic development
coojperution ucross the five countries.
Interestingly, its remit does not explicitly
include frude und, more specificdlly, frude
beyond the BRICS countries, but it should.
Delta Econhomics is forecusting substun-
fially flatter export growth for Asiu and
Latink Americu, compured to what was
uchieved during the peuk of the post-crisis
recovery, ut 5.7% and 4.3% inh 2014 und
2015 respectively. This suggests that there is
u redl heed to recupture some of the en-
ergy that drove the rapid growth both be-
fore the crisis and in 2010 und 2011. Other
countries,such us Mexico, Indonhesiu, Nige-
rig und Turkey (the MINTs) have forecust
growth rates in frade of ubove 5% in 2014
und 2015, sugyesting that it would be
wrony for the bunk to focus just on the in-

frustructure needs of u few countries,

when there is un opportunity for growth
beyond those.

North-North, South-South frade is the
frude between developed economies
und the tfrade between emerying

www.tagmydeals.com

Rebecca Harding, CEO, Delta Economics

econhomies, und is illustrated in Figure 1.
Up fo the middle of 2011, frade be-
tween developed und between emeryging
economies wus recovering from the finan-
cidl crisis rapidly with double-digit growth
in both yroupings. However, dlthough
trade between emeryging economies hus
continued to yrow, the rute ut which it hus
grown hus sluckened off considerubly.
South-South trade is less than 50% of the
vulue of trade between emeryginy
ecohomies und dlthough it is likely to

reuch 50% in the final quarter of this yeuar,

on current trujectories it will only redilly tuke
off in the first yuarter of 2016.
Trade between emerying economies is

By Rebecca
Harding, CEO, Delta
Economics

www.txfnews.com




TRADE &
EXPORT

TRADE & SUPPLY CHAIN FINANCE IN 2014 A FINANCE

Figure 1: North-North and South-South frade, June 2001-December 2016  Very different fo frude between devel-
oped economies; it tends to be highly

concentrated in commodity and inferme-
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Figure 2 shows how exports from the

South to the North have developed since
Figure 2: Value of emerging market exports to the developed markets June 2001,
and developed market exports to emerging markets (USDbn),

June 2001-Dec 2016 Figure 2 shows two things: first, that

frade between the two blocs hus not
a00 been eusy in 2014, und second thut ex-
ports from the North to the South will grow
more slowly than the exports from the

J00

g o South fo the North up to the end of 2016.
4o The slowdown in Asiu, sustuined economic
g 400 difficulties in Latin Americu, the Ukraine cri-
E 300 sis und miners’ strikes in South Africu have
é 510 dll slowed trade in 2014, aulthouygh Figure 2
shows that this is more marked in frade be-

100

tween southerh nhutions und the horth this
yedr than between the north und the

o
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ERRd R gi AR ARER SRS AR south, in purt due to the fuct that high end
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exports to China remuain strony us the Chi-

s ETRINE Exports 1o developed oy eloped expons 0 emenging

nese yovernment uttempts to move the
economy towadrds a demand-led growth.

However, exports from the South to the
North are likely to pick up Mmore yuickly over
the next two yeurs. As evidence of u fruyile
demund-led recovery in America uand the
UK grows, und us Europe beyins to look to-
wards Latin America and MENA for its en-
eryy supplies rather than Russid, it is likely
that this process will be uccentuated with
growth within the emeryiny reyions. This is
ulso the cuse us Russiu seurches out for ul-

Source: DeltuMetrics 2014
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ternative markets outside of the devel-
oped world, und us other emerying regions
fill the gup in frade with the developed

world supplying both substitute products,

such us oil und wheut but ulso extending
to soyu und meut, where there ure dlreudy
strony supply chuins emeryging.

But, however importunt the crisis in the
Ukraine is, the centrality of China to the
BRICS cunnot be understuted. Chinu uc-
counts for some 64% of dll BRICS trude, us
illustrated in Figure 3.

This is un opportunity of course for com-
modity frade und supply chuin finunce; for
exumple, Deltu Economics sees the
growth in frade finunce in buse metuls be-
tween China und South Africa growiny by
over 50% over the next five yeurs und trade
finance in minerdl fuels between Chinu
und Russiu growing by hearly 60% over the
sume time period in spite of the current cri-
sis in Ukraine. This reinforces the view thut
Russiu will shift its tfrade with the developed
world to other regions where sunctions ure
more limited.

The importunce of China helps to ex-
pldin the importunce of its currency in re-
lation to trade. While the other BRICS
currencies ure either relutively weukly cor-
related with BRICS trade, or hot ot dll cor-
reluted, the yuun’s correlation with BRICS
frade with the rest of the world is -0.94%. In
other words, us the yuan wedkens, BRICS
trade strengthens, us shown in Figure 4.

The yuun is not u freely flouting cur-
rency, und its recent depreciution hus
helped both Chinese trude and BRICS
trade more yenerdlly. But Figure 4 reully
tells us two things. First, it highlights the
ygrowiny importance of the yuun us u
trade currency (und therefore us u frade
finaunce currency). If the correlution re-
muins this stronyg, then it is very likely that it
will become us importunt us the euro is for
Europe in pricing BRICS trade.

Second, the chart points cleurly to the
difficult year that 2014 hus been and will
continue to be for BRICS trade with Europe.

www.tagmydeals.com

Figure 3: Expected 2014 share of BRICS countries in total BRICS trade
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Figure 4: Value of BRICS exports to the rest of the world versus CNY per
USD, Last Price Monthly, June 2001-July 2014
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Figure 5: Value of BRICS trade to selected emerging regions,
(USDbn/USDm) June 2001- Dec 2016
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Figure 6: China’s trade with Mexico and Indonesia (USDm),
June 2001-December 2016 vs CNY per USD Last Price Monthly,
June 2001-July 2014
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Value of BRICS trade to ASEAN, MENA and Latin

America, USDbn

CNY per USD, Last Price Monthly

The full-off in frade with the rest of the world
ut the beyinning of 2014 coincided with u
big drop in Chinese exports in Q1,und the
South African miners’ strike uffected buse
metal exports. Although there hus been
some recovery, it hus been volutile und is
continuing to be uffected by the spill-over
effects from the Ukruine crisis, which is uf-
fecting Russiun oil exports to Europe.

The BRICS's und, more specificdlly,
China’s dominunce, both of inward invest-
ment and of frade dcross emerging mar-
kets, will be reinforced by the BRICS bunk,
which will both act to formuailise the relu-
tionship between the countries, muking
them a formal bloc in their own right, and
will dlso increuse their economic inde-
fendence und influence. Figure 5, for ex-
umple, illustrates the importunce of
sub-Suhurun Africu to BRICS trude, und
much of this is because of Chihese inward
investment to ensure commodity supplies.
This reflects the importunce of the reygion
to South Africu. It is dlso the region to have
suffered most from the drop in frade in Q1
2014 und, while Deltu Economics sees
frade between BRICS countries und the
other three trading blocs us recovering, it
will take longer for exports to sub-Saharan
Africu to recover to the levels they were ut
in 2013.

This stresses the importunce both of the
infrustructure remit of the BRICS bunk, und
its role beyond the five countries of the
BRICS. If it is supporting growth and infra-
structure development from those coun-
fries to other emerging economies, then it
is u counter-buluncing force for emerging
murket trade development ylobully, and
not just within the BRICS.

However, there must dlso be un ele-
ment of both reinforcing the importunce
of the yuun und protecting the interests
und dominunce of the BRICS ds an entity
und, of course, of Chinu us the dominant
power within the BRICS thut will underpin
the BRICS bunk. Whut is interesting here, is
the fact that the two countries with the
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stronyest correlution between the value of
the yuaun und Chihese frude, are Mexico
and Indonesiu: two of the MINTs with cor-
relations of ubove -0.93.

Eight of the top 10 sectors exported
from China to Mexico und Indonesiu are
intermediute mMunufuctured yoods, such
us semi-conductors, computers, electricul
components and machinery. These dare
ylobul supply chains that move relatively
yuickly, as global corporutes seek to min-
imise costs by locuting elsewhere. Exports
from Chinu to Mexico of liquid crystal de-
vices ure forecust to yrow ut over 17% in
2014 dlone, sugyesting that Mexico’s cu-
pucity to produce end products, such us
curs, which use these devices is yrowing.
The MINTs, fraught with economic und po-
liticaul challenges us they are, do hot look
like the ygrowth enyines they were us-
sumed to be when the phruse wus first
coined, but should be included withinh the
frade infrustructure development remit of
the BRICS bunk.

For the BRICS bunk, then, there is an op-
portunity und u chullenge. The opjportunity

is fo estublish the bunk us u meuningful
counter-bulunce to the IMF, with sufficient
funds und u broud enough remit to sup-
port both the infrastructure und the redlity
of trude und frude finunce. While the bunk
currently is limited in its remit to infrastruc-
ture und joint economic development, this
should hot remuin the cuse for the simple
reuson that the BRICS bloc itself is foo im-
portant to the rest of the world in terms of
commodity und intermediute yoods sup-
ply for it not to extend its support beyond
those countries.

The emerying world, und the BRICS in
furticular, is fraught with geo-politicul, eco-
nomic und structural economic develop-
ment chullenges that are reflected in the
frade stdtistics for 2014, und this is the chal-
lenge of the BRICS bunk. It is not enough
to set up u counter-buluncing institution if
that institution is already likely fo have o
deul with high levels of sovereign indebt-
edness, und the full-out from sunctions
aguinst Russid. Its capital buse will heed to
be lurye for this, us will its remit — in short, it
will heed to be minted! B

The emerging world, and the BRICS in
particular, is fraught with geo-political,
economic and structural economic
development challenges that are reflected
in the trade statistics for 2014, and this is the
challenge for the BRICS bank.
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Securitisation of
frade receivables:
an alternate source
of corporate liquidity

Overview

Securitisation is u powerful tfechnigque for
deriviny flexible und efficient liquidity from
u corporution’s trude uccounts receiv-
ables. It cun provide committed, revolving
funding on u hon-recourse busis utf u low
‘dll-in® cost, with the possibility for account-
ing sule freutment, term placement, or
other useful feutures. Once the provi-
dence of lurge multinationals, advances in
technology und the emergence of third-
purty specidlists, like Finucity, have empow-
ered corporates of many sizes und market
sectors fo take advantage of the benefits
of securitisution.

Reasons to securitise

Raising cush efficiently is the most com-
mon redson to securitise receivables. An
ability to convert what is typicually the
largest usset on u compuny’s bulunce
sheet into cost-effective financing repre-
sents un importaunt enhuncement in the
field of working capital management. That
the resulting instrument can be better-
rated than the issuing company dlso pres-
ents u unique opportunity for credit
arbitrage. A securitisation platform (and
the cupital markets access it provides)
cun grow und chunyge over time, present-
ing u flexible finunciny puth and durdable
source of fundiny diversification.

Bulunce sheet munuygement objec-
fives may dlso be achieved viu securitisu-
fion, with international financial reporting
standards (IFRS) or US generdlly uccepted
accounting principles (GAAP) sule treut-
ment providing un opportunity to buy-
back shares or deleverage. Debt-to-equity,
return on ussets, days sules outstaunding,
und the ‘quick’ ratio cun euch experi-
ence improvement und foster compliunce
with loun covenunts or lower costs on ex-
isting yrid-priced credit fucilities.

Securitisation structure

Securitisution is essentidlly u leyul con-
struct. A compuny sells its trude receivables
oh d leydl true sdule busis to a bankruptcy-
remote speciul purpose vehicle (SPV) es-
tublished especidilly for the fransuction. The
SPV’s security over customer collections
creutes u ‘closed loop’ between invoiciny
und puyment. New receivables dre pur-
chused euch duy with retired receivables’
cush in a revolving cycle that supports an
extended funding duration.

Andalysis of historic putterns in the cre-
ation und retirement of customer obligu-
tions determines the udvance rate ugainst
the receivables collaterdl. This udvance
rate cun be muximised with insight info in-
dustry dyhamics und precision control
over ledyer duta, Structures ure predi-
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cuted on the performunce und diversity of
the receivubles pool,und there is little em-
phusis on the credit yudlity of uny individ-
uul customer.

Securitisutions function as un ‘overlay’
oh existing systems, preserving a compuny’s
control over processes, customer relution-
ships, und servicing. Properly structured und
implemented, u securitisution provides re-
volving funding, insight into working cupitdl
dynamics, und opportunities for efficiency
improvements in freusury operutions.

Capital markets construct
Securitisution fushions u compuny’s book
of commerciul uccounts receivubles into
investment-grade dund nhon-investment
grude securities. The relutive proportion of
these ‘senior’ und ‘junior’ hotes is u func-
fion of the desired attachment point and
underlying performunce of the receiv-
ubles pool. Published rating augency crite-
ria describe the quantitative bases for
structuring AAA, AA, A, und BBB noftes.
Higher aftachment points usudlly result in
better pricing, but less overdll liquidity.
Pricing varies according to g com-
puny’s credit yudlity, note tenor, complex-
ity of the receivubles pool, structurul
features, und Mmucroeconomic factors.
Banks und their usset-backed commercidl
puper conduits (CP conduits) dre the

usudl investors in this structured puper,

thouyh stundulone term issuunce to fradi-
tiondl fixed-income investors is ulso pPossi-
ble. In a typicdl situation, the senior note is
sold to un investor and the compuny re-
tdins the junior note. Customer defaults (uUp
to the value of the junior ‘first loss” hote)
ure borne by the compuany dbsent miti-
gunts like trade credit insurance or letfters
of credit, precisely us would be the cuse
without d securitisation.

CP conduits fund senior hotes on u
flouting rate busis — CP cost of funds gen-
erdlly fracks Libor und spreuds currently
range from 40 busis points (bp) to 240bp.
Financing levels are variable and cun be
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adjusted by the compuny us frequently as
weekly. Conduit fundihg commitments
cun be three-yeur, though one-yeur unnu-
dlly renewing programmes are the horm in
periods of stress und five-yeur commit-
ments ure uchievuble exceptiondlly. Fixed-
rate und longer-termed issuunce outside

the bunk market is possible und, indeed,

may refpresent un attractive dlternative to
high-yield bonds. Securitisution limits in-
vestors’ recourse to the receivables collut-
erdl — there ure no finunciul guurantees
made by the compuny.

A flexible funding platform

A compuny’s investment in securitisution
creutes u duruble, flexible, investment-
grude funding plutform. Once the receiv-
ubles collaterdl is properly aunulysed and
understood., it cun be fashioned into u vu-
riety of hotes o suit the compuny’s instant
fundiny heeds or longer-term gouls. AAA
notes cun be issued to Minimise cost of
funds or A hotes cun be creuted to priori-
fise liquidity — one client of Finucity sells
both AAA und BBB frunches to bulunce
guuntum und quulity of funding. Notes
and their underlying investor commitments

www.txfnews.com




TRADE & SUPPLY CHAIN FINANCE IN 2014

TRADE &
EXPORT
AFINANCE

www.tagmydeals.com

cun repeutedly be creuted, retired, or ex-
pired under u single platform.The compo-
sition of investors und specific terms of their
funding ure evolved over fime.

Multiple (pari pussu) hotes within an in-
dividudl tfrunche dre dlso possible, euch
with different investors, pricing, tenor, term
or variuble fundiny busis. Concomitunt is-
suunce of onhe-yeur vuriuble und three-
yeur term notes in u benevolent pricing
environment could represent u strateyic
bulunce between cost und committment.
The compuny can command its platform
to issue udditiondl series of hotes, provided
there is sufficient colluteral und investor
supfport.

The life of u securitisution platform is hot
limited in fime und programmes may con-
tinue for 10 or more yeurs, yrowing und
chunying with a compuany over cycles of
investment, acqyuisition, und divestiture. Nat-
urdl sules growth results in more receivaubles
colluterdl, providing the platform scope to
issue udditiondl hotes. The inclusion of ud-
ditionul compuny subsididries into un exist-
ing securitisution programme can likewise
add to the avdiluble receivubles pool und
fucilitute udditionul fundiny.

One Finucity client recently took ad-
vantuyge of the currency crisis ubutement
to add its Spunish and Iltulian subsidiaries

tfo dnh existing progrumme, ygeneruting
$250 million of additional liquidity. Acquisi-
five compdanies with an existing securitisu-
fioh cun yuickly fold u target’s uccounts
receivuble into their plutform, creuting ef-
ficient purchuse finunciny. Subsidiuries
mauy dlso be removed from u compuny’s
securitisution, us may be necessituted by
divestiture or other uctivity.

In order to ensure muximum flexibility, it
is importunt for u compuny to tuke owner-
ship over its securitisation platform. Third-
purty specidlists like Finucity can support
this by providing the necessary structuring
experience, infrustructure, franspurent re-
porting, and market guidaunce. Relying
upon d relutionship lender to estublish und
muintain o compuny’s securitisution is u
common option, but results in the platform
beiny cuptive to the bunk und obliyed to
incentives potentidlly different from those
of the compuny.

Perceived complexity

All mdjor ratings uygencies huve devel-
oped sules-bused criteriu for trade receiv-
ubles that  determine
udvunce rute on u yiven pool by deduct-
ing ineligible receivubles und then project-
iny loss und dilution rates to the desired
level of credit enhuncement. Smaller ‘re-

securitisations
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serves’ for bond vyield, fees, currency fluc-
tfuations, or other fuctors muy dlso be us-
sessed. Securitisutions heed not be formually
rated by un uygency, but public und pri-
vute ratings ure auvdiluble ut u cost if re-
yuired by the investor. The muths behind
these methodoloyies is penetruble, but u
ledurning curve exists.

Quuilitutive considerutions cun  dlso
shupe the udvance rate. ‘Unbilled’ receiv-
ubles thut result from goods issued but not
yet invoiced, for example, are valid collat-
erdl in muny jurisdictions und cun be in-
cluded within u securitisution if properly
tfracked. Differentiating between ‘contrac-
fudl” dilution elements knowhn at the time of
invoicing (volume rebutes, tolling, yood
customer credits, etc.) und ‘non-contruc-
tfudl’ dilution (short shipments, hon-con-
forming yoods, pricing errors, etc.) cun ulso
serve to increuse the umount of liguidity
derived from the receivubles pool.Such el-
ements cun be identified by a sufficiently
experienced treusury professional, but re-
yuire knowledye of receivubles securitisu-
fion frameworks to properly unalyse.

Investing market norms diso influence
the funding outcome of u receivubles se-
curifisation. Certuin investors may hot ac-
cept
enhhancement on u portfolio; others mauy
require un ugency'’s private rating for regu-
latory capitdl purposes; some may insist on
cross-default cluuses in securitisution legul
documentution; u few Might have unusu-
dlly high CP cost of funds. In this opugue
matter, an udvisor with sufficient breadth of

frade credit ihsurunce  us

maurket knowledye is un udvauntuge.

Role of a securitisation specialist

A third-party expert cun reduce complex-
ity, increuse funding efficiency, und slush
securitisution’s buarriers to entry. Finacity, for
exumple, essentidlly ucts as our clients’ in-
house securifisution depurtment. We per-
form  quuntitative  and  yudlitutive
ussessments of the receivables pool, lever-
aging our extensive experience, freusury
knowledye, und udvunced unulytics; us-
sist clients in understunding murket horms
to identify the most uppropriute fundinyg
source (fucilituting offering circulars and
roud shows on term deuls); structure the
securifisution to Muximise liguidity in con-
cert with investors’ credit requirements;
and munuye the programme throughout
its life (including d proprietary IT platform
that automates the production of detdiled
ddily securitisution reporting). Our involve-
ment results in u strict und udvantugeous
upplicution of securitisution criteria, maux-
imising liquidity und providiny investors with
tfranspurent und uccurdte reporting.

Challenges and solutions

Specidlist infrastructure und u templaute-

process cun fucilitute compunies’ originu-

fion unhd mMmuintenaunce of dccounts

receivubles securitisution plutforms, over-

cominy historicul chullenges in the spuce:
Industry: receivubles securitisation is
applicuble wherever there exists u
non-interest beuring timing mismatch
between u customer’s obligution und

The life of a securitisation platform is not
limited in time and programmes may
continue for 10 or more years, growing and
changing with a company over cycles of
investment, acquisition, and divestiture.
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puyment. Areus as diverse us hedlth-
cure, commodities trading, felecom-
municutions, energy  distribution,
fransportation, freight, mediu, and
munufucturing huve successfully up-
plied such structures. Precise control
und reporting of ledyer dutu is the
common theme.

Reporting: securitisution reporting is ul-
fimately the compuny’s responsibility.
Orgunising und muintuining u busic
level of reporting cun require signifi-
cunt FTE commitment from < treusury
depurtment und still deliver suboptimal
funding results. In particularly complex
cuses, it may be determined that the
number of subsidiaries and systems
mauke securitisution prohibitive. Finacity
hus delivered oufstunding results in
these instunces, shouldering the work-
loud und muximising liguidity through
duily reporting.

Size: up-front investment in a securitisu-
tion plutform drives the minimum pro-
grumme level required for funding to
be efficient. Multiple sulbsidiuries, juris-
dictions,und currencies increuse com-
plexity und cost. Finucity hus fucilituted
securitisations as small as $35 million
and $25 million should be vidble by
properly leveraging our infrustructure
und templated approach. $100 million
is the typicdl minimum for a Conduit-
funded fransuction und higher receiv-
ubles levels cun facilitute additional
structuring options. Finucity’s largest se-
curitisution hus been $1.7 billion und
larger programmes exist in the market.
Off-balance sheet treatment: sule treut-
ment for receivables securitisution is
possible under both US GAAP and IFRS.
A more complex upprouch is reyuired
under IFRS und typicdlly involves trade
credit insurunce, which increuses costs
and reduces flexibility. Finacity has suc-
cessfully upplied a voldtility-based up-
prouch to uchieve off-bulunce sheet
freatment without heed for insurance.

Credit underwriting: smaller or finun-
cidlly weuker compunies may (rightly
or wronhyly) be perceived by the cupi-
tal markets to have lower customer un-
derwriting stundurds or higher fraud
risk. Finacity’s rigorous und franspurent
approuch to reporting provides confi-
dence fo investors, helpiny fucilitute
frogramme placement.
Performance voldtility and customer
concentrations: extreme seusonulity,
performunce volatility, and high cus-
tomer concentrations in the receiv-
ables pool may make securitisation less
efficient. Finucity hus implemented
specidlised trade credit insurance und
hybrid securitisution/factoring struc-
tures in certuin cuses to mitigute these
effects. Our €100 million ($130 Mmillion)
securitisation for Sonue Industrid, for ex-
umple, bootstrupped u €5 million fac-
toring programme to fund otherwise
ineligible receivubles colluteral. Smaller
forogrammes dlso remain < possibility.

Cross-border receivables: it is not un-

common in the increusingly ylobulised

economy for u compuny to have re-
ceivubles originuted in multiple juris-
dictions und currencies. Proper
structuring und reporting cun fucilitute
funding for most of these receivubles
within d single platform in constituent
currencies or u single currency, us re-
quired. Where luw or currency controls
may present an issue (Chinu, Indiu,

Brazil, etc.), u sepurute platform and

fundiny source may be a solution. Fi-

naucity hus successfully fucilituted such
locdl placements in Mexico und

Colombia and is pursuing tfrunsuctions

in Indiu, Turkey, Bruzil, Chinu, und else-

where.

Securitisation remains u uniguely effec-
tive option for fundiny trude receivubles,
whose efficiency und upplicubility contin-
ues to evolve through improvements in
structuring, technology, und cupitdl
markets. B
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Enfering a new
era in commerce
and finance

Electronic commerce, initivlly u consumer
market phenomenon, is becominyg firmly
entrenched in the corporute spuce. The
emeryence of Business Networks aund the
digitisution of finunciul services represent
significant chunhyes for corporutes and
their banking purtners. Combined, these
innovutions ure fransforming the way mar-
ket puarticipants trunsact with each other
ucross end-to-end supply chuins. The op-
portunity for tfransuction banks is us biy us
the risk of ignoriny this tfransformation.

Digitising commerce

Business Networks which endable businesses
to frunsuct with euch other digitdlly huve
proliferated. These platforms connect buy-
ers und suppliers auround the world, en-
ubling munufucturers, wholesulers und
exporters to digitally munage their frade

flows. At present the market is diverse,

ranying from a handful of dominant busi-
ness-to-business hubs (e.g. Ariba und
Buswuare) which euch connect more thun
ohe Mmillion businesses und hundle $500+
million worth of fransuctions through to
hundreds of industry- or country-specific
elnvoicing hubs.

The development of Business Networks
demonstrates how colluboration between
frading counterparties cun simplify and
streaumline trade und finuncidl processes
by providing cloud-bused purchuse-to-
puy solutions. The result is more efficient
forocurement, accounts puyuble und ac-
counts receivuble functions us well us
leaner financiul processes.

Digitising shipping information

Digitisution of trade flows is well illustrated
by the transformation of one of the most
manual processes in world trade — the bill

Business Networks which enable businesses
to fransact with each other digitally have
proliferated. These platforms connect buyers
and suppliers around the world, enabling
manufacturers, wholesalers and exporters to
digitally manage their frade flows.
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and supply chain markets, at SWIFT in Brussels

of ludiny. This document, issued by u cur-
rier,contuins shipment of merchundise de-
tdils und yives the fitle of thut shipment to
a specified puarty. Bills of lading dre impor-
tfant documents used in infernutional
frude to help yuurantee thut exporters re-
ceive puyment und importers receive
merchundise.

Service providers such us essDOCS und
Dubui Trade have been involved in the
diyitisution of bills of ludiny, working with
the freight forwarders that issue them. Be-
cuuse electronic bills of luding ure legully
and functiondlly equivalent to puper bills
of ludiny, they ure ideully suited for fuster
und uutomuted handling by bunk sys-
tems.

Digitising trade finance processes

Securing electronic commerce reyuires
bunks to extend beyond puper-bused
practices and is how mude possible via
the hew digitdl frade instrument, the Bank
Payment Obligution (BPO). An dlternative

meduns of settflement in international frade,

the BPO provides the benefits of u letter of
credit (LC) in u digitul multi-ounk environ-
ment. Importantly for banks, it offers the

possibility of intermediution earlier in the
supply chuin by offering risk mitigution und
finuncing services us from the start of phys-
ical supply chuins,i.e. where the sule con-
fract is agreed.

A BPO is un irrevocuble undertuking
ygiven by one bunk to unother that pay-
ment will be mMude on u specified dute
after u specified event (such us delivery of
goods) hus tuken pluce. The specified
event is evidenced by u mutch report
yeneruted by SWIFT's Trade Services Utility
(TSU). BPOs cun be incorporuted into
SWIFT’s TSU through u buyer’s bunk or u
third purty bank. The BPO is due when
duta is uccurately mutched or when dll fi-
nancidl institutions involved in the transuc-
tion have uccepted uny mismutches or
discrepuncies.

This process results in u fully electronic
dlternative to the lefter of credit (LC),
which enubles efficiency guins, working
capitdl reduction und cost savings.

Risk management benefits of
digitisation

The cost suvings und efficiency guins that
result from combininy electronic com-
merce with electronic trade finunce dre
attractive to buyers und sellers us well as
for bunks. Accelerating the lifecycle of
frade transuctions enhunces the mutudl
uppeul of both buyers und sellers us it mit-
igutes risks in international trade for both
tfrading pdrtners while dlso enubling im-
forovements in shipments and payment
terms. Corporates ulso stund to benefit
from eusier — sometimes on-demund - uc-
cess to finuncing und reduced operu-
fiondl risks associated with the manudl
processing of puper documents.

As more corporutes flock to Business
Networks, banks will be presented with an
uttractive opportunity to extend their fi-
nuncing services viu those networks. As
highlighted in SWIFT’s white paper of April
2013, the BPO will offer frade finunciers the
opportunity to finunce supply chains from
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the very edrly start of supply chuains, i.e.,
when the purchuse order is ruised, not just
when the invoice is upproved by the buyer.

Conclusion: collaboration key to
unlock more value from digitisation
Business between corporates is carried out
in un increusinyly digitul way. The digitisu-
tion of commerce und finance flows hus
come u very lony way und how there is
transformation in even the most difficult
processes (e.4., shippiny) to diyitise.
Diyitisution of commerce und fihunce
is not solely ubout technoloyy; it is un ureu
that diso reqyuires colluboration between
dll of the purties involved in frade transuc-
tiohs: corporates, banks, Business Networks,
banking hetworks and the supporting
tfredsury aund traude technoloygy vendors.
The development of the BPO hus
proved that the financial services industry

m

- Seller's Bank

cun join forces to solve u problem und
that as a result, more financiul services
such us risk und finuncing services cun be
diyitised.

The combinution of Business Networks
with the growiny diyitisution of puyments
and frade services hus set the scene for u
new, digitdl era of commerce und finunce.
Payments und trade bankers will signifi-
cuntly benefit from this new era.
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The combination of Business Networks with
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The rise of factoring
in foday’s frade
landscape

The decline in the use of documentury
credits for risk mitigution hus been preva-
lent across the entire globul economy for
some time. This hus led to corporutes seek-
iny hew wuys to effectively munuge trade
risks.

Additiondlly, with the bunking industry’s
move towurds more cohservutive credit
models und more stringent bunking regu-
lations, the udoption of programmes like
fuctoriny, reverse fuctoring und holistic
supply chuin financing is likely to increuse
further us compunies continue to seek
ways to optimise liquidity und fund invest-
ments.

There dre u number of key points to
cohsider when ussessing these develop-
ments:

Factoring is primarily seller-centric
Traditionally, fuctoring neyotiutions are ini-
tiuted by the seller, who decides to ussign
purt of their portfolio to u fuctor. The fuctor
checks the quulity of the accounts receiv-
able,und ussesses the seller and the buyer.
If the results ure positive und diligence
checks upproved, then the factoriny
agreement will be sighed und the seller will
receive finuncing upon ussignment. It is u
quite simple structure. Muijor issues ure bun
oh ussignment, dilution and commerciul
disjpoute between the purties.

With reverse factoring the initiative is
tauken by the buyer, and the process caun

be hundled through d less sophisticuted
platform then supply chain finunce. The
aim of factoring is to provide financidl sup-
port to the seller und puyment extensions
to debtors, when required, eusing cush
flow.

Supply chain finance is buyer-centric
The supply chdain finance process stems
from the buyer, which wishes to offer finan-
Ciul support to suppliers. The suppliers view
supply chudin finunce us u meuns to im-
proving their financiul flexibility, bulunce
sheet freutment aund financidl ratios. The
udvuntuye of u supply chuin finunce pro-
grumme is often yreuter for SMEs thun for
larger compunies becuuse it yives them
uccess to less expensive supplier finunciny
than they could obtdin on their own. It
does this by leveraging the credit rating of
the buyer.

However, buyer schemes do nhot ud-
dress Jll of u supplier’'s heeds nor ure they
suitable for dll buyers. A financidl institution
uble to offer both supply chuin finunhce
und factoring is best placed to help its cus-
tomers.

Although different in their approach,
both factoring (fraditiondl and reverse)
und supply chain finunce shure u few ele-
ments in common: they operute in the
open uccount spuce, rely on the per-
fected ussignment of uccounts receiv-
ubles, and ure potentidlly influenced by
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externul forces thut could adversely im-
puct the growth of the industry

What type of company uses factoring

and why?

Smull und Mmedium enterprises, business

start-ups, und undercupitulised compu-

nies are primury users of fuctoriny solu-
fions,in order to:

u) Protect aguinst bad debt

b) Outsource their collection und sules
ledger function

c) Optimise working cupitdl
Contrary to the hormal perception that

factoring is used only by SMEs, large cor-

porations or multinational compunies dlso
use fuctoring, purticularly for the followiny
additional reusons:

d) Improve their return on usset rutio
(ROA). In some countries, their uc-
countinyg stundurd dllows them to re-
move the uccount receivables from
their book if they dre sold on u hoh-re-
course busis.

e) As u sules enhuncement tool, to re-
duce outstunding receivubles, im-
prove DSO, und enjoy higher sules to
the buyers.

Factoring and supply chain financing
in Europe
This is u stronyly developing murket but
with ho dominunt players or single Jp-
frouch. Europe is not one unified country
und there is dlso variation in adoption be-
tween the continent’s numerous countries.
In Spdin for exumple there ure higher levels
of penetrution thun elsewhere, led by the
mujor Spunish brands. Portugul has fol-
lowed a similur level of development, with
the UK, Germuny und Frunce sfill in a more
developmentadl phase dlthough gaining
fraction.

Throughout Europe, we dre withessing
u yrowing utilisution of supply chuin solu-
fions und fuctoring und invoice discount-
iny. These ure entirely complementury
upprouches to meeting the liquidity and

www.tagmydeals.com

Michel Leblanc, deputy vice president,
international trade, National Bank of Canada

risk munugement heeds of businesses who
dre undertuking open uccount sules und
fourchuses.

Factoring and supply chain financing
in North America

In Cunudy, supply chuin finuncing is more
difficult to predict, us there ure ho openly
avdilable statistics on supply chain finance
volumes. Nevertheless, many players (our-
ticularly large bunks) believe the demund

for supply chuin finance solutions will grow,

us market puarticipunts will fry to gain o
competitive edye by either offering longer
puyment terms to their buyers or neyotiut-
ing longer payment terms with their suppli-
ers.

In the USA, specidlists predict u positive
future. Over the lust 18 months, the fastest
growth hus come from programmes thut
have international suppliers. Also, un inter-
esting stutistic shows that more thun 98%
of trunsuctions by dollar value into und out
of the US ure conducted on open uc-
count terms.

Therefore the ygrowth is likely to con-
tinue us compunies will continue to look to
diversify their cupital structure and main-
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tdin their sules ygrowth. However, this sector
will remain in the hands of certain domi-
nant financial institutions because there
are few multi-bunking supply chain fi-
nunce platforms in development.

Factoring and supply chain financing
in Asia

In various Asiun countries the yrowth
of factoring hus been dramatic. China is
an excellent exumple us finuncing for
SMEs remains complicuted and the re-
quest for longer terms und puperless trans-
uctions (no letters of credit) from buyers is
increusing.

Factoring is growiny fust and the inter-
nutionul side of it is cuptured by Fuctors
Chudin International (FCI), ucting us the
leud orgunisution in this part of the world.
However supply chain finance pro-
grammes in these markets heed to be
structured differently becuuse of the re-
gionhul complexities — including locul leyis-
lation, multi-regime  compliunce und
marketing the advantages to suppliers for
bunks in rolling out cross-border supply
chuin finance progrummes.

Demicu Intelligently Working Cuapital is-
sued a report in May 2013 titled: A Re-
seaurch Review of Progress in the
International Supply Chain Fihaunce Mar-
ket. Amony the key findings in this report:

Mujor internutionul bunks surveyed

ucross the world ure reporting 30%-40%

annuaul growth rates in supply chain fi-

nunce progrummes;

Stronyest sectors for supply chain fi-

nunce tuke-up are retail, munufactur-

ing, consumer products, uutomotive,

aygriculture, chemiculs and pharma-
ceuticuls;

Eastern Europe, India and China are
currently considered the top three
areus of the world with the greatest
supply chuin finunce market potentidl
in the future;

Corporutes point out that banks heed
to develop specific support puckuyes

to communicute benefits to suppliers,

especidlly in cross-border  pro-

grummes;

Developiny finuncial regulation is ex-

pected by finunciers 1o present neyli-

yible obstucles for the development of
the supply chuin finance murket.

For dll the ubove reusons | believe the
future of fuctoring und dll reluted uctivities
such us invoice discounting, reverse factor-
ing and supply chuin finance is well estab-
lished und is purt of the success of
internationdl frade.

However, regulutions, rules, discipline
und educution ure mundutory in order to
mauke sure the growth of the volume und
the business us well us the number of hew
players is well orgunised und fully devel-
oped. Hence, we see the role of FCl us u
cutalyst for dll the participants in the sup-
ply chain finance world.

For more than 45 years, FCl hus evolved
info one of the Most uniyue ussociutions in
the field of finuncidl services. It is unigue in
that it holds a combination of specidl fraits.
FCl acts us a frade ussociation supporfing
the growth of international factoring (IF),
providing u legul foundation, offering u
communicution system, providing udvice,
leurning, und guidunce through d robust
educution platform, accentuuted by aun
innovutive murketing effort, and led by un
enyguyged und focused secreturiut,

Since the foundiny of this yreut ussoci-
ation, FCI hus been the undisputed leader
in open account frade finunce. With the
udvent of ylobulisution in the 1990s, und
with the development of u vibrant chain
und open door policy, FCl led the charge,
doubling the size of the ussociution, und
tuking udvuntuge of the explosion in open
account trade from Eust fo West.

The FCI hetwork is seen us having the
cupucity for supporting supply chain fi-
nuncing und factoring businesses. FCI has
u role where bunks initiating supply chain
dedls luck the internutionul hetwork to
cover dll suppliers and dll countries. &
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Ambitious ITFA

revamp looks
fo the future

The Infernational Trade and Forfaiting As-
sociution (ITFA), formerly the Internationadl
Forfuiting Associution (IFA), hus undergone
un umbitious revamp, focused on pluyiny
u bigger role in a changiny market land-
scupe, und building u more viuble struc-
ture for the future.

Detuils of the chunyges were discussed
ut the ussociution’s unnuul conference -
on its fiffteenth dnniversury — held in
Burcelonu on 10-12 September. The event
welcomed 173 puarticipunts from 29 coun-
fries, while speukers included African Ex-
port-Import  Bunk (Afreximbaunk) vice
president, Dr Benedict Oruamah dnd
Markus Wohlyeschuffen, heud of ylobul
frade finunce und services at UniCredit,
umohny others.

Amongst u raft of new Meusures to be
infroduced by ITFA are: a dutabuse of
members; more lobbying und influence
over regulutors und regulutory decisions;
deeper reldationships with various stuke-
holders in the sector; u hew website
(www.itfu.org) with betfter uesthetics und
greuter functiondlity, including the ubility
for members to write und uploud articles
on relevunt issues; the creution of un ex-
founsive youny professionals hetwork; und
more exposure for the ussociation viu par-
ficipution ut conferences und mediu inter-
views.

The cupucity of the ussociution to de-
liver on these uims wus bolstered by the
expunsion of its executive board from
seven to hine. Luiz Simione, munayging di-

“Our aim is to help support young trade
finance practitioners’ professional growth,
by developing a strong network that fosters
education, knowledge exchange, transfer
of ideas and skills, and a lot more.”

www.tagmydeals.com

Hesham Zakai
reports on changes
taking place within
the International
Forfaiting
Association.
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rector — ylobul heud of forfuiting und risk
distribution ut HSBC, is one of the bourd’s
new recruits, und will be responsible for
building on existing und new institutionul
relutions.

“We want to grow us un ussociution.
We dre d hiche player, rather than the
bigyest player, but we wunt to be bigyer.
We wunt to be u strony voice for our mar-
ket that is in contuct with other importunt
associations,such us the ICC or BAFT,” suys
Puolo Provery, ITFA chairman,

“We ulso wunt to build gredater credibil-
ity and develop our market presence. We
dare currently recoynised us a Europeun
associution, but we dre uctudlly internu-
fionul,” adds Proveru,

This last dim received d significant
boost ut the conference when Eric Intony
Monchu, munuger for tfrude finunce ut
Afreximbunk, unnounced the supranu-
fionul bunk’s intention to join the ussociu-
fion. A purtnership with Afreximbaunk could
be instrumental for ITFA in gaining traction
with banks in African countries.

Dr Oramah had branded Africa us the
next frontier for forfaiting — und this waus not
a description Seun Edwuards, ITFA’s deputy
chadirmun, had uny infention of disuyree-
iny with.

"Africa is u missed opportunity histori-
cully, but a natural market for forfaiting,” re-
marked Edwards in welcominy closer ties
with Afreximbunk.

Teresu Cuasul, special projects advisor
for ITFA, added thut the voluntury ussociu-
tion would ulso be turyeting other emery-
iny markets - including Chinu und Russiu —
bused on their growth potentidl for frade
finunce.

Medanwhile, Albuniu’s Bunku Kom-
betare Tregture joined the association in
unother indicution of its widehiny reuch.

"We dure u body of skilled, experienced
practitioners. We have more than 150
yedars of collective experience und knowl-
edye us well us u youny yenerution driv-
ing the ussociation forward,” says Casdl.

“Africa is a missed
opportunity
historically, but a
natural market for
forfaiting.”

The ussociution will try to leveruyge the
potentidl of its younger members through
its new initiative "Younyg Professiondls in
Trade Finunce & Forfuiting: Let’s Build the
Future!”

Heuded by Johunna Wissing, the initiu-
tive will include nhetworking events, truining
courses und u fluyship mentoring pro-
grumme that will see youny professionails
puired up with their more experienced
counterpurts,

“The development of youny potentidl
is key to the contfinued yrowth and on-
goiny success of ylobul trude in fodauy’s
world, und in the ever-evolving und yrow-
iny frude finance murkets,” says Wissing.

“Our dim is to help support youny tfrade
finunce prauctitioners’ professionul yrowth
by developiny u strong hetwork that fos-
ters educution, knowledge exchunge,
fransfer of ideus and skills, and ¢ lot more.”

ITFA’s re-brand is perhaps d belated
recognition of the role of forfaiters in the
frade world, but it is honetheless u wel-
come ohe.The hew regulutory lundscupe
und obfuscution on topics of terminoloyy
und product stundurdisution, accentuutes
the need for coherent, coordinuted up-
frouches to key industry gquestions.

If it munuyes to successfully implement
its ambitions, ITFA will certdinly make
significunt steps in driving the industry
forward. ®
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Trade finance:
In conversation
with the masters

A man who attains mastery of an art re-
veals it in his every action.
- Sumurai mMaxim

Those of us in the business of trade finance
are well aware of un upcoming shortuge
of skill, expertise und depth in this disci-
pline, as ohe (or two) generutions of frade
finunciers retire, without the benefit of u
next generation of specidlists ready to fill
the yup. This is u systemic issue, which is
ylobdl in scope, und one thut results from
u combination of fuctors best left to sepu-
rate und specific consideration.

Irrespective of the underlying causes,

there is little doubt ubout the outcome: a
greut dedl of experience, expertise und
personul commitment to the business of fi-
nunciny international commerce will be
missing from the globdl business environ-
ment in u few short yeurs, unless the mutter
is auddressed very specifically and very
quickly. It is with a view to supporting — per-
haps even helping to utftract — the next
yenerution of frade finunciers, that this se-
ries hus been envisioned und developed.

Meet Paul Johnson

Paul Johnson currently holds u product
management remit covering frade and
supply chuain finunhce for Bank of Americu
Merrill Lynch.

www.tagmydeals.com

Paul grew up in rural England on u fum-
ily farm. The Johnson fumily specidlised in-
flowers, growing them outdoors in the
summer und forced in glusshouses with
hedt in the winter. The farm was just outside
Boston on the eust coust of England und

the family did d lot of business with traders,

growers und wholesulers in the Nether-
lands. Paul’s interest in, und linkauge to
internationul frude — und frade finunce -

finds its roots during school holiduys,

when he had the chunce to go ulong with
ohe of the contract trucking compunies
during the overhight trip to the Amsterdum
areu, Door to door it was a 7-8 hour frip
involving u roll-on und roll-off ferry trip
from Hurwich on Eust Coust to Hook of
Hollund.

Adolescent Paul would arrive to go
through customs ubout 4 or 5 AM the next
day, to ensure arrival ut the market for the
openiny. Typicdlly it wus flowers in one di-
rection and duffodil/fulip bulbs in the
other. As this veterun of the industry de-
scribes it,he had u lot of exposure to cross-
border frade from un early uge. It wus
noted thut dll the business done by the

Johnsohs wus on open uccount ferms,

even then.

| asked Paul recently to share what he
considers to be some key lessons he hus
learned in his cureer in frade und frade fi-
nunce.

In this first instalment,
Alexander R. Malaket,
president of OPUS
Advisory Services
International, and
author of ‘Financing
Trade and
International Supply
Chains’ (Gower UK,
2014) shares insights
and observations
from Paul Johnson,
director, senior
product manager ,
Bank of America
Merrill Lynch, based in
Los Angeles, USA.

Alexander Malaket,
president of OPUS Advisory
Services International
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The topic of conversation: top lessons
learnt

Lesson I: A career that creates value, has
value

The visibility and profile of fransaction

bunkiny, und within that, of trade finunce,

has varied significantly, depending on the
tfime period,the murket und the deyree to
which trade hus been (or has been uc-
knowledyged to be) central to the creution
of econhomic vulue.

Before the finuncidl crisis, trade finan-
ciers preferred to do their work in the buck-
ground, without much fanfare or public
profile, and certuinly with less visibility than
other, more ‘high-flying’ areus of invest-
ment bunking and finance.

Since the peuk of the globul finuncial
crisis und the economic crisis which fol-
lowed (und lingers stubbornly toduy), the
critical role of trade finunce in enubling
frade - ‘redl-ecohomy’ commerciul activ-
ity — hus been acknowledyed ut the high-
est levels of business und ygovernment.
Trade finunciers have experienced d re-
newed sense of pride in their business, u
widely-shured uppreciation for the impor-
tunce und vulue of the trade they critically
support through puyment, finuncing und
risk mitigation solutions. The positive impact
of tfrade on internhutionul development
and poverty reduction is purticularly illus-
frative.

"As bunkers, und trade financiers in
purticular”, observes Paul, “we dim to help
clients uchieve commerciul und eco-
nomic gouls, sometimes very significunt in
vdlue und impuct, und sometimes in ex-
fremely challenging markets and condi-
fions. Whut is grutifying, in addifion to
successes we have in these ureus, is the re-
dlity that the work of our clients, und
henhce our work, very often involves the fu-
cilitution or creution of sociul good: the
creution of economic vulue und wedlth
through export activity, and the enhance-
ment und the raising of sfandurds of living
through import und export uctivity.”

Paul Johnson, director, senior product
manager, Bank of America Merrill Lynch, in Los
Angeles

Despite high-profile exumples to the
contrary, Paul expresses that view that
most bunkers intend to do the right thiny
und serve their clients und their communi-
fies well. It has lony been demonstrated
through observation and acudemicdlly ro-
bust research and andalysis that banks do
not simply facilitute the movement of
money, but that they play a critical role of
the creution of economic vulue.

It is rewarding to be ussociuted with
unhd uctive in u business thut creutes —und
is seen to creute — vdlue.

Lesson 2: Expect the unexpected

Trade, und by extension, the finuncing of
infernutional trade, reyuires senior practi-
fioners tfo be gylobully oriented, highly
uwure und internationully effective, per-
haps even prepured to be enyuyed und
responsive in u business that runs aucross dll
fimezones.

Trade finunce is directly duffected by,
und sometimes even shupes, front-puye
news und events with potentially globul
impuct. Geopolitics, territorial disputes, pro-
nouncements by central bankers, multilat-
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erdl frade neyotiutions , concerns ubout
orgunized crime und money laundering or
terrorism finuncing: every one of these el-
ements is purt of the context in which
frade finunciers operute.

The complexities und challenges of
commerce ure significantly amplified when
business crosses borders, us ure the intricu-
cies of finunce. The sume is frue for the op-
portunities, both for enabling the success of
clients, und for the personul und profes-
sionul growth of those enyuyged in work that
haus an international, even globadl scope.

“What happens on the world stuge hus
u direct impuct on trade and frude fi-
nunce: globul events ure not simply hoise
in the buckyground. If sunctions are im-
fposed on u country or a purty, business is
impucted thut day. The scope of infernu-
fional commercial activity requires practi-
tioners to expect periodic twists und turns:
expect the unexpected.”

Lesson 3: Engage in the community

It is extremely important und valuable for
foractitioners — and for industry staukehold-
ers — to enygyugye in industry-wide initiatives
to prouctively shape the lundscupe. Histor-
icully insular upprouches within individuul
financidal institutions, or us relates to the cu-
reer puths of individuuls, are no lonyer vi-
uble in u world where complexity und
yglobul reuch demand u highly hetworked
dpprouch.

One or two people cun make d signifi-
cunt difference, und it is criticul toduay for
leaders und emerying leauders to focus on
bigyer-picture issues,such us current indus-
fry concerns ubout economic vulue-cre-
ution und the re-development of trust with
the communities served by finunciul insti-
tutions. Recent initiatives uround sustuin-
uble trade und the development of u
frade finunce mechunism supporting sus-
tuinable trade are illustrative.

The impuct of well-focused energy cun
be direct und very meuningful; trade fin-
unciers cun creute vulue, und cun huve u

www.tagmydeals.com

demonstrably positive impact in a wide
range of dreus, in the toughest or most
chudllenyged (und chullenging) markets on
the planet.

Lesson 4: Trade financiers on the front lines
The old investigutive technigque of ‘follow-
ing the money’ works. It works so well, that
governments huve effectively recruited fi-
nancidl institutions, especidlly frade and in-
ternational  bankers, in enforcement
activities linked to money laundering and
terrorism finunce.

*We are dll very awdare of this uspect of
our work: it permeutes everything we do
tfoduy in the finuncing of internutionul
commerce. Trude finunciers ure on the
front lines of globul policy execution und
enforcement reluted to mMoney luunderiny
and ferrorism finance”, says Paul.

While the post-crisis focus on bunking
system stability hus placed u greut dedl of
focus onh regulutions linked to cupitul ude-

yuucy und the financidl strength of banks,

there is equuilly critical focus on other re-
yuirements linked to cross-border law en-
forcement. This is purtly due to the nuture
of trude finunce: u business thut is cross-
border, with instruments und prauctices that
are well-understood und trusted dll over
the world. Those same characteristics, criti-
cul to the fucilitution of leyitimute com-
merce, ure tempting to those seeking to
move illicit funds for criminal purposes or
worse. Vigilunt frade finunce specidlists
cun,und have, played u criticdl role in halt-
iny such trunsuctions und in colluborutiny
with authorities in resulting investigations.

Lesson 5: Put your client first

Banks aund bunkers have talked for years
ubout the importunce of beiny client-fo-
cused or client-centric, specificdlly uc-
knowledying thuat the silo  und
product-bused orgunizational structures
of finunciul institutions ure ho lonyer fit for
purpose. The deyree to which such client-
centricity has been uchieved in practice
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vdries gredtly, und it is probably fdir to say
that the industry still has significant work to
do. It is worth noting, too, that the compet-
itive environment has changed muateriully
in the last decude, und particularly since
the pedk of the globudl crisis: there are how
externdl factors, including the existence of
dlternative providers, that will compel
bunks to become client-centric at u faster
puce.

At the highest level”, observes Paul,

“clients fuce similar chullenges und are
looking for common solutions that require
bunkers, even specidlists like frude finun-
ciers, to be uble to have serious conversu-
tions with u decidedly commercidlly view
that extends beyond the product und silo
mindset. Senior bankers must hot lose sight
of the commerciul *mission” from a client’s

point of view, und having understood this,

cun then proceed to offer tuilored, effec-
tive solutions instead of stundardized prod-
ucts in support of thut end-mission.”
Relutedly, Johnson promotes the hotion
that bankers, including trade financiers
must see their client heeds, und their insti-
tutions” cupubilities us holisticully us possi-
ble, bringiny to beur, for exumple, the full
suite of globdl fransaction banking capu-
bilities to ussist u client when heeded.
"Relutively few bunks are capuble of

delivering inteyruted solutions in this way”,

says Paul. "There dre operutionul, systems
und stuff capubility limitations, but it is both
possible und hecessury to rise ubove such
cohstraints — to work actively so that inter-
nul orgunisutionadl limitations are nhot im-
posed on u client.”

Lesson 6: Reputational issues are critical;
this is a people business

It is difficult not to ucknowledye thut the
bunking industry hus suffered some self-in-
flicted injuries to its reputution, und through
the uctions of u reldtively few who either
seek to exploit their positions of trust, or
demonstrute striking levels of incompe-
tence, continues to do so.The industry hus

sustuined significunt reputational dum-
uyge, und hus collectively lost billions in
shareholder value.

Despite this backdrop, Johnson focuses
on the belief thut baunkers overwhelmingly
seek to do well, serve their clients, and in-
creusingly, recoyhize the importunce of
doing good. While it might hot ulwuys be
uppurent, the industry does learn from its
experiences, us frade financiers leurned
from u crisis in Kuzakhstun some yeurs ugo.
The lessons then were dubout the impor-
tfance of industry colluboration and udvo-
cucy, but ulso ubout the lony-held view
that frade obligutions are more likely to be
seftled in the event of politicul crisis or de-
fault: in the end, this wus shown to be the
cuse, und bankers leurned that full recov-
ery might be feusible uguinst trade obligu-
tions, while working cupitul structures
might be settled ut 20%-30% of fuce vulue.

Each of the foregoing lessons hus, at its
core, d redlization that frade — and frade
finunce - is u ‘people business’. “Moti-
vuted und competent people are criticul
to success in frude finunce”, notes Paul.
“This cun be u complex business, und 24/7
in activity across every industry sector und
client segment, from agri-food and com-
modities to manufactured goods,technol-
oyy und service sector tfrude. On the
finuncing side, it’s ubout networks, skilled
professionuls, trusted colleugyues und
ylobul reuch.”

Banking hus sighificant work to do to re-
habilitute its image in the world, aund the
ylobul system of international commerce
hus its imperfections. However, frude finun-
ciers occupy d uhigyue, high-vaulue und
high-impuact role in the support und facili-
tation of cross-border commerce. There is
u noticeuble difference between q
bunker who huppens to work in frade fi-
nunce, und u frude finuncier who hup-
pens to work for u bunk — just us there is u
fundumental difference between some-
one doihy u ‘job’ und someone pussion-
ately pursuing u vocution. l
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Quiet revolution:
common network
brings frading
counterparties closer

After years of being underutilised, elec-
fronic document presentution (ePresentu-
fion) has how become more understood
und sought ufter thun ever before. In cer-
fauin . commodity sectors, dccelerating
udoption hus seen the technoloyy be-
come used on u regulur busis, u trend that
will doubtless continue.

This yuiet revolution hus been u lony
fime in the making. Looking buck, when
the fechnholoyy wus first developed in the
late 1990s, the market simply wasn’t ready
to connect the frude process electroni-
cully und udoption wus low. Increusingly
however, technoloyy providers und their
clients, purtners und respective fruding
counterpurties ure redlising that the ud-
vuntuges of the technoloyy - und the
business cuse for it - lie in the network.

The more counterpdarties that use u se-
cure, reliuble connectivity plutform, the

more euch member benefits. This is where
the technology has commonulities with a
sustuinuble und cohhected fradiny
ecosystem, where dll engyuyed purties co-
exist fo their mutudl benefit.

The fuct thut previously sepurate trade
chuins huve common connections brinygs
individuul orgunisutions, their frading part-
nhers und the wider community much
closer toyether in un evolving und ex-
funding trude cycle. The more connectiv-
ity that exists in this environment, the more
vulue that different trading, shippiny und
bunking purtners will see.

Common interests

A greut deul of value in ePresentution and
the underlying technology comes from its
ability fo legully repluce puper documents
with “original” und universully-uccepted
electronic ones, minimising the time they

A great deal of value in ePresentation and
the underlying technology comes from its
ability to legally replace paper documents
with ‘original’ and universally-accepted
electronic ones, minimising the fime they

spend in transit.

www.tagmydeals.com

As frade finance
technology
becomes more
routine, international
trade is getting more
connected. lan Kerr,
CEQO Bolero
International, looks
at the growing
business case for
ePresentation.
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spend in transit. Moreover, the electronic
Bill of Luding (eBL), u crificul component to
full ePresentution, is dlso substuntially more
secure thun its puper eyuivalent, reducing
risk and ensuring users ure automatically
more profected.

The speed of electronic documents
dlso reduces the likelihood of goods hav-
ing to be dischuryed prior to the surrender
of the bill of luding. This in furn reduces the
nheed for letters of indemnity. As well us ac-
celeruting delivery of the document, the
ability to exchange ‘machine readauble’
structured dutu dlso creutes further oppor-
tunities for struight-through processing in
both bunks and corporate enterprises.

Yet while previously, the business cuse
and udvuntages of ePresentution und the
digitisution of frude documents huve con-
centrated on these operutionul und cost-
saving benefits, the potential guins that
orgunisutions are seeiny when joining u
common techholoygy hetwork should dlso
not be underestimuted.

As with other communities, the most
compelliny uspect of the technholoyy is
not the participution of uny one individudl
orgunisution but the collective power of
beiny purt of a connected 'living’ tfrade fi-

nance ecosystem. Day-to-day, having a
universully uccepted plutform in common
maukes the process of completing transuc-
fions with bunks that are linked to carriers,
for example, much more straightforward.
As more und more orgunisations dre
brouyght together, this wider and brouder
connectivity hot only mukes the process of
doiny business eusier but dlso gives orgun-
isutions a mutudlly frusted plutform and us-
sured trunsuction inteyrity. In turn, closer
co-operution between the different purties
becomes more pructicul. Orgunisutions
that have this common link are better-
eyuipped to join toyether to tuckle threuts
such us fraud, ot leust becuuse they huve
opportunity to use the hetwork to brouden
their trading relationships and develop
closer conhnections with existing parthers.

Indusiry accepted, market tested
Recent consultutions between the ship-
piny ussociation BIMCO and the industry
culminated in g hew clause which how
yives eBLs the sume status us puper bills of
lading under the terms of the charter
party. Normal protection and indemnity
(P&l insurance liubilities are dlso covered
by the clubs to the sume extent when
using eBLs us their puper eyuivalent, re-
movihy dny perceived risk.

To encourage brouder udoption, fech-
noloyy providers have ulso re-evuluuted
the benefits to the different counterparties,
ensuring that the commercial benefits to
enterprises, curriers, bunks or uny other
partners or counterparties are more dp-
furent und in line with their own business
reyuirements.

At uan individuul und orgunisutionadl
level, changing utfitudes und factors have
dlso ruised interest in ePresentation. Doiny
business electronicully is how common-
place in work und persond life. Likewise, the
technoloyy itself hus evolved significuntly
und the humber of large corporate puart-
ners using it hus increused, prompting their
frading ecosystems to tuke u fresh look.
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Leuding the churge in using ePresentu-
fion is the commodities sector, with muny
others starting to follow suit. The reasons for
this aure both internul und external. Exter-
nally, in the post-boom yeurs murket con-
ditions huve toughened significantly.
Commodity prices have dropped, Chinu’s
economy hus slowed und the unprece-
dented demund for materigls hus re-
duced. At the time of wrifing, this had
culminated in a 35% fall in the price of iron
ore since the beyginning of 2014.

With limited control over these externdl
foressures, muny commodity firms have
looked inwards and are how using ePre-
sentution to speed-up und streamline their
frading processes. Crucidlly, this has helped
some businesses to overcome the direct
costs they incur when puperwork does hot
reuch the recipient on time.

With consignments often worth millions
of dollurs, ensuring thut trunsuctions ure
completed efficiently and revenue is
recoyhised ut u reduced cost is key. Like-
wise, high-vdlue intfernational shipments
offen chunge hands severdl times be-
tfween leaving port and arriving at their
final destinations, which mukes control
over the electronic eBL in puarticular ex-
tfremely criticul us the tfransuction moves
through the process.

The fact that this electronic document
underpins the legul ownership of the ship-
ment dlso offers u key udvuntuge, muking
it tough for fraudsters to use fuke puper BLs
to seize ownership of yoods und com-
modities. For these reusons, us well us
being used in bulk, eBLs ure dlso beiny

rolled out in contuiner shipments too, with
multiple curriers how using contuiner eBLs
effectively und with confidence.

Globally applicable, mutually
advantageous

Orgunisutions that are dlready using ePre-
sentation have been yuick to see the ben-
efits of improved working cupitul, reduced
days sules outstunding (DSO), ucceleruted
fime to cush und effective credit line mun-
agement and usuge.

However, these importunt business
guins are by ho meuns restricted fo any
onhe purticular sector or business type.
While there has been u lot of fraction in
the commodities sector und umony Chi-
nese bunks, exporters and their trading
partners, orgunisutions in South Americu
and India are dlso showinyg strony interest
in these hew frade flows.

As u concept, ePresentdtion is internu-
tionally relevant. By intfegrating corporate
enterprises, locul or globdl bunk and loyis-
tics service providers harmoniously with the
growing hetwork of connections und col-
laborutions continuously being mude in
the frude sphere, the technoloyy is in-
creusingly credtfing g more connected
and efficient working community. The more
fransuctions ure processed und con-
cluded, the more the commercial business
cuse will be reulised. B

lan Kerr is CEO ut Bolero International:
www.bolero.nhet
Twitter: @Bolero_InterlLtd

With consignments often worth millions of
dollars, ensuring that fransactions are
completed efficiently and revenue is
recognised at a reduced cost is key.
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Frank-Oliver Wolf,
global head of cash
management &
international
business at
Commerzbank,
explains how
enlightened
companies are
adopting a holistic
view of financial
supply chain
management
(FSCM) in order that
everyone reaps the
rewards.

www.tagmydeals.com

Improving the
efficiency of FSCM
fo establish a
‘win-win’ situation

Increused ylobdlisution medns that corpo-
rate competition is at its most infense. As
such, compunies must explore new tech-
nigues if they wunt to stay aheud. While
the ultimate uim of finunce directors of
multi-national companies remains un-
changed - optimising profit und liquidity
while mitigating risk — they ure how redlis-
iny that the traditionul method of solely fo-
cusing on improving working cuapitdl
efficiency is ho longer enough.
Heightened globudlisution and in-
creused cross-border trude meuns corpo-

Figure 1: Financial Supply Chain
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physical supply chain involves the sourc-
iny, production und distribution of yoods
and services, the financidl supply chain fo-
cuses oh the flow of finuncial information
und money in the opposite direction (see
figure 1). FSCM therefore recognises und
unalyses interreluted events to optimise
these finunciul flows within a compuny
und between business purtners.

With this view in mind, redlising the in-
terconnected huture of the finunciul sup-
ply chdinis essential. And us the flow chart
highlights, it is possible for one weuk link to

dumugye the entire chuin. For exumple,

when the Tsunumi hit Jupun in March
2011, myjor locul suppliers were com-
pletely wiped out, resulting in u heyutive
impuct on their worldwide buyers und the
ussociated supply chdins.

So how cun trading compunies mun-
age the links in the chain fo make sure
everyonhe benefits? The key is o look ut the
finunciul supply chain holisticully, usiny
frade instruments to implement practicul
solutions thut cun ensure the chuin’s finun-
cidl viubility and profitability.

While the FSCM conhcept is hot new,

focus is how shifting from theoreticul dis-
cussion o practical implementation. Reul-
ising the wadvantuges of d holistic
upprouch to FSCM is the first step, the sec-
ond is to instull the necessary building
blocks for successful implementation. To
uchieve tunyible benefits, compunies

Frank-Oliver Wolf, global head of cash
management & international business at
Commerzbank

should therefore leun on their finuncidl in-
stitution purthers, leverayging their locul ex-
pertise und working with them in order that
all parties ‘speuk in the sume languayge’.
Large internationul correspondent bunk-
ing networks can help here; offering locdl
insight, increusing transpurency und miti-
guting risk.

A holistic approach to FSCM

While working cupitul munugement looks
inferndlly to increuse revenue - by optimis-
ing euch individudl intfernul process — u ho-

While the FSCM concept is not new, focus is
now shifting from theoretical discussion to
practical implementation. Realising the
advantages of a holistic approach to FSCM
is the first step, the second is to install the
necessary building blocks for successful

implementation.
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listic approuch to FSCM looks to support
und strengthen the structure of the entire
supply chain, from customers (order to
cush) through to suppliers (purchuse to
puay). This cun offer a sighificant competi-
tive advauntuge.

Typicdlly, buyers und suppliers would
compete with one unother to increuse
their respective revenues; while the im-
porter would seek extended puyment
tferms, the exporter demands fuster pay-
ments. In order to Maintain a working relu-
tionship, often the supplier would yrant
extended puyment terms und potentidlly
use expensive short-term borrowinyg to re-
lieve the pressure. However, to compen-
sute for this extra cost, unit prices might
increuse, und in turn, the competitiveness
of both puarties decreuse. So, with the ho-
listic upprouch to FSCM ih mind, how is this
resolved?

One wuay is for the buyer’s bunk to take
over the finuncing side of the supplier -
through forfaiting or the purchuse of cov-
ered receivubles, for example. This way the
buyer receives extended puyment terms
and the supplier obtduins immediate pay-
ment. If compunies udopt the holistic view
to FSCM - from the supplier dll the way
through to the customer — while redlising
the interlinked benefits to euch unit, they
will avoid pushiny the cost down the chain
und increuse the competitiveness of dill.

Another way to uvoid pushing cost
down the chuin sees buyers helping sup-

pliers burdened with high interest rates. In
this respect, u "win-win’ situation may drise
when a supplier is located in O high-inter-
est rute country, such us Bruzil, and is sub-
ject to less fuvouruble interest rates thun
their buyers abroud. In dll likelihood, this
high cost of finuncing would be reflected
in higher costs of yoods. Yet, by upjprouch-
ing the supply chuin holisticully und recoy-
hising this, corporutes can help their
suppliers — working with their bank — to ob-
tain financing at more favourable rates.
The potentiul outcome: better liguidity for
the supplier und lower cost of yoods for
the buyer.

Whdat is more, such a holistic upproauch
cun huve redl impuct on business perform-
ance - increusing revenue und improving
client relationships (by dllowing compunies
to provide lonyer puyment terms for buy-
ers). Better client relations will lead to
more reliuble supply of yoods und serv-
ices, thus increusing the humber und loy-
dlty of customers — ultimutely this virtuous
cycle will have u positive impact through-
out the entire supply chuin.

Building blocks

However, for compunies to reup the re-
wards that caun be derived from udopting
u holistic aupprouch to FSCM, it is essentidl
that there are certuin building blocks in
pluce: und here the onus is on their bunk-
ing purtners. It is cleur that implementing
holistic FSCM solutions over supply chdins

We predict that, over time, a growing
number of widespread organisations,
together with suppliers and customers, will
recognise how the practical implementation
of FSCM will reduce cost, enhance liquidity
and ultimately increase competitiveness.
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that may stretch continents und tfime
zohes is o meun feut — doiny so effec-
tively therefore reyuires locul expertise (at
the sume fime ds a global footprint), u
common cohsensus und u personulised
dpjprouch.

1. Utilising locul expertise

Utilising locul expertise is key. Recoynising
the globul nature of multinational corpo-
rations” supply chuains, finunce munagers
rely on advice from bunking consultunts
bused dll over the world. These locul udvi-
sory service teums work closely with cus-
fomers and project munagyers to facilitute
‘end-to-end’ solutions thut cun be
udopted ylobully, whilst respectinyg locul
reygulutions und conventions.

In this respect, a lurge internutionul cor-
respondent banking hetwork can help
FSCM to work effectively — particularly
when d buyer engages in business with an
unknown international supplier for the first
fime. Locdl parther banks can perform risk
und usset ussessment, us well us compuny
profiling, to significuntly reduce counter-
party risk. What is more, it is only by having
locdl banking purthers “on the ground”
that lurger bunks can truly understand the
potentidl impuct on finuncial supply
chuins of politicul upheaval or regulatory
chunye, for instunce, us well us the likeli-
hood that it may occur. Implementing suc-
cessful solutions is therefore reliant on this
locul knowledye.

2. Speduking the sume lahgudage

Of course, locul knowledye cun ohly take
you so far, and much of the reul efficien-
cies from FSCM come whenh buyers, suppli-
ers und their bunks ‘spedk in the sume
languuye’, sharing u common view und
youlls. For instunce, a buyer cun only know
that its supplier in Bruzil is finding finuncing
expensive to come by if it’s willing to shure
this information. As such, fransparency can
be u redl enubler of effective solutions.
And this dlso extends to frade finunce

www.tagmydeals.com

documentation: increusing document
and policy transpurency und stundurdisu-
tion — particularly for smuall or medium sized
comjpunies (SMEs) — is important in bridy-
ing the yup between bunks und their
clients us it minimises the possibility of de-
fault risk if everyone cun see exuctly what
is yoiny on.

Yet, while document stundardisation
should be welcomed, it is cleur that FSCM
solutions must be, ut the sume time, individ-
udlly tdilored to uccount for the unigue-
ness of euch supply chain. This is sighificunt
because infernational supply chuins fre-
quently connect compunies from u range
of different profiles; therefore bunks need
to look to meet these individuul heeds by
bringing toyether different depurtments
from within. For example, Germun SMEs
may have a variety of globul suppliers und
customers of different sizes und industries.
To understund the specific needs of un or-
gunisution’s finuncidl supply chain, banks
cun unalyse customers’ balunce sheets, its
imports und exports, as well us its duys
puyuble outstunding (DPO), duys inven-
tory outstunding (DIO) und days sules out-
stundiny (DSO) - in order to tuilor specific
solufions tfo euch individuul compuny
within the chain.

Indeed, it is importunt thut corporute
customers redlise that there are no stan-
dard solutions for efficient working cupitdl
maunugement und finuncial supply chain
munugement. Advisory services cun only
be efficient when u bunk devises solutions
specific to the customer’s heeds.

We predict thut, over time, u growiny
number of widespreaud orgunisations, to-
gether with suppliers and customers, will
recoyhise how the practical implementu-
tion of FSCM will reduce cost,enhance liy-
uidity und ultimately increuse
competitiveness. While few singular tech-
niyues cun uchieve u win-win situation
dlone, holding u holistic view to finunciul
supply chuin munugement is essential to
any compuny’s future success. i
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