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“Win-Lose” Supply Chain

situation characteristics
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lllustrated Supply Chain Ecosystem
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Supply Chain
characteristic

Involves both SME and Large Corporates
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Consistent KYC/AML and bank capital related
regulations (eg Basel Ill) to facilitate payments and
activities through the Supply Chains

Credit nsttutions
Compl of information
Transaction-based monitoring
Risk-based approach

Banking product costs
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E-platforms; Buyer centric, Supplier centric and e-
Market

Credit Institutions
Payment Facilitstors/ Payment Facilitors/ Cradit nsttutions Treasury Cantres
9 Credit Institutions Credit Institutions 6
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Supply Chain
Finance facilitators

Key related regulations’ consistent
interpretation and compliance

Digital ecosystem’s importance
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Cashflow (working capital) management for

sustainable participation
Distribuliu

Payables
Materials
Purchase Orders Transport Accepted eahEhlEs
Finished Goods Docs Invoices

Confirmed Payable

Receivables Finance

Supply Chain Finance Pre-Shipment Finance Post-Shipment Finance

- Voo }

Matching (Manual, SWIFTTSU & BPO) with
Conditional Payments

Source: Deutsche Bank

Distributor Finance
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Participants can face working capital management
challenges needed to sustain “Production-to-Sale” and
“Buy-to-Pay” cycles

illustration

B Financial costs of Supplier based on its financial strength
Financial B Cost incurred in LC issuance

B Advance payments eat up working capital

B Paper intensive process
Transaction Process B Transaction / Processing costs of payments

B Supplier might not always be paid on time
B Supplier’s ability to extend credit quantum is limited by its
Credit borrowing capacity

B Supplier has limited capabilities in extending credit period

Growth Potential B Suppliers have limited working capital to support Buyers’ growth
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Supply Chain
Finance focus

Efficient and effective
Working Capital and risk
mitigation

Accounts Receivables

Accounts Payables
E-trade and supply chain finance
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1. Increasing intra-regional trade flows

2. Trade Corridors (select)

i Tote ek o

In Asia Pacific

China — Hong Kong

China — ASEAN economies
Intra-ASEAN economies
China — Australia

Working capital needs to consider cross-border as well
as domestic

RMB as a settlement currency needs to be part of a
Working Capital “Toolkit”

Source: Global Trade and Export Finance: Risk Profile and Analysis 2014, International Chamber of Commerce, 2014;
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APFF Workgroup Trade & Supply Chain Finance’s themes

1. SECURED TRANSACTIONS

Supply chain financing can be secured on “movable

asset collaterals such as account receivables.
Transparency is needed on security interests to
ensure proper collateral rights

2. BANK CAPITAL REGULATIONS
New capital and liquidity provisions in Basel Ill are
strengthening the global banking industry. It can
also shape trade financing in Basel Il and non-
Basel Il jurisdictions

3. BANK KYC/AML,
COUNTERPARTY DUE DILIGENCE

Banks have increased efforts to prevent financial
crimes and the financing of terrorism. How can banks
best comply consistently across the different markets

and with global standards

4. ELECTRONIC SUPPLY CHAIN
MANAGEMENT PLATFORMS

E-supply chain platforms connect Sellers with
Buyers, and are now facilitating financing, the
move away from traditional Letters of Credit (L/C)
to Open Account settlement and driving the
digitalisation (“Fintech”) of trade documents like
digital Bill of Lading and “electronic L/C” — BPO.
ASEAN Single Window for electronic customs can
evolve the way trade finance is approached with
data protectionism as an added consideration.

5. RENMINBI
China is involved in 50% of intra-regional trade.
RMB is the 2" most used currency in documentary
trade messages and ranked 7t globally (as at Nov
2014, SWIFT) for inter-bank payments as reported
by SWIFT.
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2015 planned/suggested activities

Dialogues and workshops with pathfinder economies’ stakeholders, policy makers, regulators and
businesses/SMEs to raise awareness and market education on the following themes

Digitalisation of Trade Finance (as part of Financial Technology evolution)

The continued growth of electronic supply chain management platforms will becoming increasingly
important for SMEs and supply chains. This require a digital trade enabling environment and can
necessitate an active role for cross-government agencies and government-linked firms to stimulate and
expand the use of such platforms. Identifying and addressing the implications of data confidentiality,
security and data privacy on cross-border transactions through these platforms will also be important.

Supply Chain financing toolkit — techniques and tools

With existing tools like Factoring, the introduction of new working capital management tools such as the
Bank Payment Obligation (BPO) and the growing use of emerging market currencies, particularly the RMB
in cross-border trade settlement can offer significant benefits for participants in supply chains; with
appropriate knowledge of treasury and risks management techniques, regulatory implications/compliance
as well as suitably available techniques.

KYC/AML, banking standards and centralised electronic collateral registry
Enhance the understanding of the impacts of capital and bank liquidity standards, lending collateral risks
mitigation that is related to trade-related financing and requirements of Know Your Customer (KYC)/Anti-
Money Laundering (AML) and their implementation on trade and supply chains in the region, with a view
to promote effective, efficient compliance and consistent implementation.
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Other key challenges (non-APFF workgroup scope) but
included for a more holistic view

For SMEs
Non-Affiliated New Participants

How to participate?
How to acquire and fund technology capabilities

How to be compliant with product standards
How to raise market awareness of its brand
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Disclaimer

This document is intended for discussion purposes only and does not create any legally binding obligations on the part of Deutsche Bank AG and/or its
affiliates (“DB”). Without limitation, this document does not constitute an offer, an invitation to offer or a recommendation to enter into any transaction.
When making an investment decision, you should rely solely on the final documentation relating to the transaction and not the summary contained
herein. DB is not acting as your financial advisor or in any other fiduciary capacity with respect to this proposed transaction. The transaction(s) or
product(s) mentioned herein may not be appropriate for all investors and before entering into any transaction you should take steps to ensure that you
fully understand the transaction and have made an independent assessment of the appropriateness of the transaction in the light of your own objectives
and circumstances, including the possible risks and benefits of entering into such transaction. For generalinformation rega rding the nature and risks of
the proposed transaction and types of financial instruments please go to HYPERLINK “http://www. .db.com/riskdi:
www.globalmarkets.db.com/risk disclosures. You should also consider seeking advice from your own advisers in making this assessment. If you decide
to enter into a transaction with DB, you do so in reliance on your own judgment. The information contained in this document is based on material we
believe to be reliable; however, we do not represent that it is accurate, current, complete, or error free. Assumptions, estimates and opinions contained
in this document constitute our judgment as of the date of the document and are subject to change without notice. Any projections are based on a
number of assumptions as to market conditions and there can be no guarantee that any projected results will be achieved. Past performance is not a
guarantee of future results. This material was prepared by a Sales or Trading function within DB, and was not produced, reviewed or edited by the
Research Department. Any opinions expressed herein may differ from the opinions expressed by other DB departments including the Research
Department. Sales and Trading functions are subject to additional potential conflicts of interest which the Research Department does not face. DB may
engage in transactions in a manner i i with the views discussed herein. DB trades or may trade as principal in the instruments (or related
derivatives) discussed herein. Sales and Trading personnel are compensated in part based on the volume of transactions effected by them. The
distribution of this document and availability of these products and services in certain jurisdictions may be restricted by law. You may not distribute this
document, in whole or in part, without our express written permission. DB SPECIFICALLY DISCLAIMS ALL LIABILITY FOR ANY DIRECT INDIRECT,
CONSEQUENTIAL OR OTHER LOSSES OR DAMAGES INCLUDING LOSS OF PROFITS INCURRED BY YOU OR ANY THIRD PARTY THAT MAY ARISE FROM ANY
RELIANCE ON THIS DOCUMENT FOR THE RELIABILTY, ACCURACY, COMPLETENESS OR TIMELINESS THEREFORE. Deutsche Bank AG, including its
subsidiaries and affiliates, does not provide legal, tax or accounting advice. This communication was prepared solely in connection with the promotion or
marketing, to the extent permitted by applicable law, of the transaction or matter addressed herein, and was not intended or written to be used, and
cannot be used or relied upon, by any taxpayer for purposes of avoiding any U.S. federal income tax penalties. The recipient of this communication
should seek advice from an independent tax advisor regarding any tax matters addressed herein based on its particular circumstances. DB is authorized
under German Banking Law (competent authority: BaFin — Federal Financial Supervising Authority) and regulated by the Financial Services Authority for
the conduct of UK business.

Copyright © July 2014 Deutsche Bank AG. All rights reserved.
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