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BAFT—l FSA Topics to be Covered

U Drivers to open account trading

U New customer needs created

U Opportunities for banks

U Open account/supply chain solutions
U Seamless delivery



Drivers to

BAFT_I FSA open account trading

U Driving factors
U Market forces have globalized trade and supporting supply chains
U This has made them less stable and more unpredictable
U Yet, supply chains have become strategic competitive weapons

U To strengthen supply chains, buyers have developed more
collaborative relationship with fewer suppliers

U Resulting changes

U Supplier perceive less buyer payment risk, and therefore less need
for traditional trade products

U A shift from traditional trade to open account
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BAF T-I FSA Impact on Market Conditions

Indicators Pre Globalization Post Globalization
Competition Mostly Domestic/Regional
Pricing _Relative to Competitors |
Profitability Usual Challenges |
Sourcing Mostly Domestic/Regional

Growth in Current Markets ~ Within Domestic/Regional| Reaching Saturation
Market Opportunities _ Global/Developing World |




BAFT-1FSA

New customer needs created
and
New opportunities for banks
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BAFT—'FSA Impacts on Risk

Indicators Pre Globalization Post Globalization

Supply Chain _ Competitive Weapon
Length of Supply Chain [ Mostly Short

Working Caplal Impacts | e
(DPO, Inventory, Cash) Substantial

Supplier Relationships Many & Transactional Fewer & Relational |

Internal Collaboration Independent Functions Interdependent Functions

External Collaboration L e i Back Bone of Processes

Legal/Regulatory Domain LS ] Diverse & Unknown
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BAFT—IFSA Impacts on Risk

Indicators Post Globalization

Buyer Relationships

2"d Tier Suppliers Some Collaboration

Ship to Pay Cycle Painfully Long

Short Term Financing Expensive/Unavailable

Internal Collaboration Interdependent Functions|

External Collaboration Multiple Buyer Processes

Buyer 6s Legal Domai n Diverse & Unknown

Working Capital Impacts
(DSO)

Substantial




BAFT—' FSA for banks

AAdvise Export LC
Alssue Bank Assisted Open Account APre Export Financing
ADenied Party Checking ADenied Party Checking

Alssue Import LC
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AExamine/Pay Import LC

: AExamine/Pay Export LC
<+|nvoice £ AOpen/Pay Outgoing Collection
APost Shipment Financing
AReceivables Financing

ACollect Incoming Collection

Al ssue fAlnvoice O
Assisted Open Account

AReconciliation Services

APayments Aln-transit Inventory Finance AReceivable Management
AReverse Factoring ACompliance

ABuyer Financing ADenied Party Checking
ACash Management AWarehouse Financing
ADenied Party Checking Legend: ASupplier Finance Portal
APayables Management Traditional Trade ATsu

ATSU Open Account ADoc Prep

ATrade Insurance

Alnventory Financing




BAFT-IFSA

Open account/supply chain solutions
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BAFT-”:SA solutions in more detall

U Buyer Side Solutions

U Bank Assisted Open AccountPre-sshipment (Issued
from Agreed POs)

U Bank Assisted Open AccountPost Shipmenfissued
from Approved Invoices)

U Open Account Payment
U Accounts Payable Management
U Supplier Side
U Accounts Receivables Management
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Bank Assisted

BAF T-I FSA Open Account (Preshipment)

U Primary Purposes:
U Bank provides addedralue services to open account trading

U Comlmunlcate shipping instructions (presentation requirements) to
supplier

U Document reconciliation (per buyer conditions)

U Vehicle for financing
U PO finance Presshipment
U Invoice financez Postshipment (reverse factoring)

u Characterlstlcs

Initiated from agreed PO data

Less expensive than an LC

Can be less paper intensive

Can require skilled bank workers, though au4match|ng ing

1 ! S grow .
T OI AT U OANOEOARO ET OACOAOET |
platform
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Bank Assisted
Open Account (Preshipment)

BAFT-1FSA

Bank Assisted Open Account with Reverse Factoring

9 Order Placed

(10 Payment
on Due Date

Electronic

Invoice Data @
L Accept Offer
Application (2) (6 Approve Payment P

(With PO data for Due Date

or just PO data) 0 Offer Financing

@ Early Payment oron Due Date —
6 Docs Presented
9 Bank Assisted Open Account Issued

3. Issue Bank Assisted Open Account
5. Match/Exam Docs

6. Schedule Payment

7. Offer Supplier Finance

9. Create Finance

10. Do payment/ liquidation

If the invoice is approved, the
supplier can opt for either early
payment (if offered) or payment
at the due date.




Bank Assisted

BAF T-I FSA Open Account (Postshipment)

U Primary Purposes:

U Vehicle for financing
U Invoice financing (reverse factoring)

U Characteristics:
U Issued from approved invoice data
U Virtually paperless
U No document reconciliation skills required
i. 1 O AlTT U OANOEOAO EIT OACOAOQOEIT T «x
platform
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Bank Assisted

BAF T-I FSA Open Account (Postshipment)

Invoice Only BAOA with Reverse Factoring

@ Order Placed
Buyer

(Proponix360 9 Goods Shipped to Buyer
Portal) e Invoice/ASN Sent to Buyer

Approved (4) <9> Payment

'l
Invoices on Due Date @ Accept Offer

9 Offer Financing

Buyer 6s
: Early Payment or on Due Date =
(Proponix360) a yray

4. 1ssue Bank Assisted Open Account If the invoice is offerred, the
5. Offer Finance if eligible supplier can opt for early

6&7. Create Finance and make early payment to supplier payment (reverse factoring) or
8. Otherwise pay on due date when buyer is debited payment at due date
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