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0.19 Corporate &
. [4] - -
multinationals Banks’
primary
. Large target
0.9% enterprises
£ 109 Medium
V7% | enterprises THE SME
FINANCE
Small GAP
Micro- Micro
-65_75% enterprises finance
v ]

Percentages represent the number of companies

Source: IFC
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- Internal Financing - Bank Financing

- Supplier Credit Financing Other Financing

Source: World Bank Enterprise Surveys
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MSME FINANC

-
-~

Estimated unmet credit There is an extensive
demand for MSMEs in
developing countries

Banks are reluctant to serve

SMEs. Only for banks

and governments to tap into
the SME market

of total banks’

lending was extended to
SMEs

Estimated potential demand for
finance in informal sector

Sl Glga g9 maly slodsan (a3 S j3 dale peu OOt do Jocu i § S 98 SLaoISs i yleua (o ga ) 9o

International
Finance Corporation
WORLD BANK GROUP
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Europe & Central Asia

YN \ B/

] Y Y YV/F

Y\ V
Middle East & North Africa
Y\V
SME fur;]dmg ga;p_ n \AVAl WF South East Asia & Pacific
Sub-Saharan Africa Y YN
oV
Latin America & Caribbean
of microenterprises in _ e JolS oo gass
Sub-Saharan Africa Sub-Saharan Africa
have unmet finance | IR EREN

need

L JCTERES ey

Source: IFC MSME Finance Gap Report Y+V q
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Figure 1: Supply Chain Financial Flows

Trade finance and cross-border payments

>»
Producers/ Producers/ Buyer/seller Distributors Retailers Customers
suppliers suppliers anchor
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Trade: Letters

Retail

ﬁ' h Supply Chain Finance
I | I |
Supply-chain finance Distributor finance
Many = »  Few Few = = Many
- s rarce s e
Financial
Instruments Microfinance
Working m Reverse Working Consumer
Types of capital loans factoring capital loans loans
Financing

of credit

Working
capital loans

Trade:
Guarantees

Distributor
credit

payments
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Supplier Finance Buyer Finance
=t Suppli Distribut Retail
Suppliers uppliers istributors etai
Financing the procurement side of the corporate Financing the sales and distribution side of the corporate

Consumer

Retailer
Tier1
Dealer 1 ’
Anchor Retailer
Tierd [Large Buyers Consumer
or Dealer 2
Large Sellers]
Retailer
Tier1 Consumer

Dealer 3

Retailer

Consumer

SUPPLY CHAIN FINANCE BY DEVELOPMENT BANKS AND PUBLIC ENTITIES, The World Bank Group, Y- Y). )
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SCM
(Supply Chain Management)
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Central Banks,
Ministry of Finance
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‘Full-service'

Third Party
SCF Providers

Providers

Funders

Platform Providers Credit Insurers

Suppliers Distributors
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CONSULTANCY FIRM

LOGISTIC SERVICE PROVIDER

MY SUPPLIER

INFORMATION PROVIDER

PLATFORM PROVIDER

INSURANCE COMPANY

PRIVATE INVESTOR

INVESTMENT FUND

FACTOR

BANK

No contribution < > Key contribution
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Providing SCF Model 1: Bank delivery

end-to-end

Enterprise
resource
planning/
procurement
mandate

Distribution
and onboarding
of suppliers,
invoices

Data sharing
and integration

Credit
decisioning

Credit

provision

(and risk

sharing)

What will Reinvest in fechnology
create platform

transformative Reimagine onboarding and
change? set-up of customers and

credit-decisioning process to
increase efficiancy, decresss
risk, reduce cycle tima

McKinsey Global Payments Practice :x

Model 2: Banks and

platform= partner for
digital-led delivery

Banks

Batter integrate bank and
fimtech systems and processes

Imvest in end-to-end customar
jourmey redesign

Widen scope of platiorm to
bring full set of SCF praducts
to corporates

Maodel 3: Platform

delivery with banks
provider financing

Fintech
platform

Banks

financing

Increase platform investment
and accelarate covarage for
full value chains im key
geographies

Develop secondary market for
5CF assets o increasea
penstration of non-bamnk
lending

MNon-bank

Model 4:

Diverse supply-chain
financing ecosystem

Fimtech Banks

platform

Banks
financing

Industry-wide support far
comman standards and
approaches (including AF1
libraries, data sharing)

Develop secondary market
far SCF assets to increase
panetration of non-bank
lending

Mon-bank
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Type of Services

JPMorgan

Deutsche Bank

"Full service" P
b RBS citl cranora

I TUNGSTEN &

ARIBA

T <@, taulia

Third party
platforms

TRADESHIFI

basware
Bt Qv aBind Sperd Satec

Type Of Players

Bank

funders I NG m

BMO e Capital Markets

w DISC®VER

‘7
Non-Bank sacmEus sy s oA,

funders
[ | | CAPTTAL QD |
P )

Supply Chain Finance Knowledge Guide :x-s YV
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SCF products Marketing Example Example

message client provider

e Stabilize buyer's
supply chain-espe Walmart
cially their most

strategic suppliers (Wé%

Optimize own
working capital
(increase DPO)

Buyers: Payables
finance (reverse
factoring) =

citibank

MNCs/Large
corporates

Push own products

Sellers: Distributor dgwrr\_s:re:.nl bg o 8 Standard \
financin ShAUINE QiU LIS Chartered
& are adequately funded TOYOTA -
e Receivables e Get access to
discounting (competitive)
financing HSBC )
e Factoring
o Improve working @ ¥ () 4E £7
e Otherloan-based captal (decrease BANK OF CHINA
products? DSO)

Supply Chain Finance Knowledge Guide s YA
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ENGAGEMENT

SCF Technology

Bank-Led Outsourced

FUNCTIONALITY
Settlement Integrated

Source: IFC (SCF = Supply chain finance; SaaS = Software as a Service).
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Super-categories

Business lines, defined at discretion of providers
«  Asset-Based Finance

+ Commercial Finance

+ Working Capital Finance

Corporate Finance

Funding possibilities not part of SCF
Geaneral cradit facilities

= Structured finance
+  Specialized trade finance, e.q. commodity

+ Trade Finance lending
- Other capital raising, e.9. equity and debt

A A

| I

— _ _ _ _ _ _ ouvT-OF- ouTt-OoF- |

SCOPE SCOPE
| SCF Master Definition
I Cluster / categories
l l v
Receivables Purchase Advanced Payable Loan
S e oo b |
Forfaiting.’ Factoring |Receivables II Payables | Corporate Dynamic Bank Loan | Distributer’,  Loan Pre-Shipment
\ ,/ Discounting \ Finance [ Payment Discounting Payment against ' Finance ) against Finance
N > Undertaking Receivables > Inventory

~ e
\s__—’

/\ .7 Undertaking

Global Supply Chain Forum

~—_

)
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Supply Chain Finance

Accounts Accounts
Payable-centric Receivable-centric

(

|

|

|

1 |
|

i Payables Finance Receivable Discounting
|

|

|

|

|

|

|

|

|

\

L% oy

Purchase order Finance

“Other \

Payables Extension Forfaiting
Borrowing.BaseFinance
I

Based on invoices
(receivables/payables) 4 /

Distributor Finance
B Loan character

[
I
I
I
J1
I
I
I
I
I
: Inventory Finance
I
I
I
I
I
I
I
I
I
I

Jaass Slagad g Ao glagdy, T
ousdig 8 Cilillas s oo slagh g,
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Aspects

Commercial

Finance

Legal

Large Volume

Large Value

Low Volume

Low Value

Large Corporate Buyer
Large Corporate Seller
SME Buyer

SME Seller

Target Group (Buyer / Seller)

100% Financing

Committed Facility

3rd Party Distribution (funded)
3rd Party Distribution (unfunded)
Credit-enhanced / insured
Off-Balance Sheet

Loan-based

Purchase-based

Disclosed

Undisclosed

With full recourse

Without / with limited recourse

Receivables
Discounting

Often
Often
Sometimes
Sometimes
N.AL
Often
N.AL
Rarely
seller

Often
Rarely
Often
Sometimes
Often
Almost

Never
Always
Sometimes
Sometimes
Rarely
Often

Synopsis of characteristics of Supply Chain Finance techniques

SCF slaghig, 3 culdici Ll g Lacis 8

Receivables Purchase-based

Forfaiting

Rarely
Often
Often
Rarely
N.A.
Often
N.A.
Rarely
Seller

Often
Rarely
Sometimes
Sometimes
Sometimes
Always

Rarely
Often
Often
Rarely
Rarely
Often

Factoring

Often
Rarely
Rarely
Often
MNUAL
Sometimes
MNoAL
Often
Seller

Rarely
Rarely
Sometimes
Sometimes
Sometimes
Almost

Almost never
Almost
Often
Rarely
Rarely
Often

Payables
Finance

Often
Sometimes
Sometimes
Sometimes

Almost always
MN.A.
Almoest never
MN.AL
Buyer

Almost always
Rarely
Sometimes
Rarely
Almost never
Almost always

Almost never
Almost always
Always
Never
Never
Always

Advanced Payable

Corporate
Payment

Undertaking

Often
Sometimes
Rarely
Sometimes
Often
MNAL
Rarely
MN.A.
Buyer

Often
Rarely
Rarely
Almost never
Sometimes
Sometimes

Sometimes
Sometimes
Always
Newver
Never
Always

Global Supply Chain Forum

Dynamic
Discounti
ng
Often
Rarely
Rarely
Sometimes
Often
N.A.
Rarely
N.A.
Buyer

N.A.
N.A.
N.A.
N.A.
N.A.
N.A.

N.A.
N.A.
Always
Never
N.A.
N.A.

Bank
Payment
Undertakin
Sometimes
Sometimes
Sometimes
Rarely
Often
Sometimes
Rarely
Sometimes
Buyer

Often
Rarely
Rarely
Almost never
Often
Often

Often
Rarely
Always
Never
Rarely
Often

Loans
against
receivables
Sometimes
Sometimes
Often
Often
MNUA.
Rarely
MNAL
Often
Seller

Rarely
Rarely
Rarely
Sometimes
Rarely
Never

Always
Never
Sometimes
Sometimes
Always
Never

Loan/advance-based

Distribut
or
Finance
Sometime
Sometime
Sometime
Sometime
Rarely
Always
Sometime
MNever
Seller

Rarely
Rarely
Sometime
Sometime
Rarely
Rarely

Often
Rarely
Always
Never
Never
Always

Inventory
Finance

Sometimes
Sometimes
Sometimes
Sometimes
Rarely
MNoAL
Sometimes
MN.AL
Both

Rarely
Rarely
Rarely
Sometimes
Often
Rarely

Often
Rarely
N.A.
N.A.
Often
Rarely

Pre-
Shipment
Finance
Sometimes
Sometimes
Sometimes
Sometimes
Rarely
N.A.
Often
N.A.
seller

Rarely
Rarely
Rarely
Sometimes
Rarely
Never

Always
Never
N.AL
N.AL
Always
Never

Yy
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n The seller looks for a finance provider (factor) for a factoring service Z o " lé
Sy ) 938
E The finance provider undertakes assessment of varied aspects of the . .
I 5 - underlying transaction and agrees to provide the factoring service Y dg R (R ()
- ~ N e . ;~' o
/’ N DJMJJQQMLLALALAU:MMQ_L\JJMM
4 \ n The finance provider advances a percentage of the invoice
/ \ value (usually around 80%) ‘
‘ L A
|
] ==
\ // ﬂ The finance provider pays the remaining amount of the N N NW
S SELLER ’ invoice to the seller minus fees ——
S _ - FINANCE
- "H PROVIDER

(FACTOR)
The seller delivers the *
goods/ services and sends
the invoice to the buyer
and a copy of the invoice
to the finance provider E

At due date, the buyer
pays the invoice to the
finance provider

BUYER

Y'¥
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Payables Finance programme (buyer)
between buyer and finance provider

o gSaa Sy ) gisld

\ ﬂ On the due date of the invoice, buyer pays into an finance
\ provider account the total value of the invoice

JaoE g i gy

B
| -~ ] - - § o4 -
; > Dlna Glagad (e (el Gy saa by
/ H Buyer approves invoices and provides related payment
instructions to the finance provider FINANCE
\ BUYER , / PROVIDER
~ e
~ -~
~ AL _- g Al A
If the sellers elect for early
payment, finance provider will
pay the sellers the discounted
value (i.e. Invoice amount
- early payment fee to SCF
provider) against assignment of
n receivables to finance provider
Buyer receives If the sellers do not elect
invoice with for early payment, finance
payment provider will pay the full value
details of the invoice at due date
~<F
> -
n n Finance provider makes available to
Buyer enters into the sellers the option to elect for early
a commercial SELLERS payment at a discounted value
arrangement with

their seller(s) and

: . Payables Finance
places orders

programme (supplier)
between seller and
finance provider

Yo
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iy A e

B Goods + invoice
—

—

B Accepted invoice + transaction docs

MAJOR EXPORTER

DISTRIBUTOR

B Contacts ‘

Funds distributor in case I
(invoice amount) of delay/default

------J

B Collects on due date from
distributor (invoice amount
+ discount charges)

n Accepted invoice + docs

Distributer finance agreement B Finance provider facility letter

FINANCE
PROVIDER

Ye
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Asia Africa

Americas Europe

F00

600

500

400

300

200

100

2015 2016 2017 2018 2019 2020

Data released February 2021,
Source: World Supply Chain Finance Report 2021 published by BCR
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Supplier 1

Supplier 2 Buyer Supplier1 @ Supplier 2

SCF Multi-funder
platform

SCF Multi-funder
platform

Funder Funder Funder
1 2 3

— Platform usage agreements

—— Buyer-SPV agreement
Funder 2
— Supplier-SPV agreements

— Platform usage —— Buyer-Funder Backto —— Supplier — Funder (purchase of receivables)
agreements back agreements via agreements
platform — Funder-SPV agreement (notes issuance & purchase program)

« Multi-funder platform only handles information flows (invoice upload,
financing requests, notifications, reports, etc.)

» SPV purchases receivables and issues notes to the funders, notes
repayments based on the buyers payment on due date of invoices

« Payments are executed by the SPV, funders, buyers

« Multi-funder platform only handles information flows (invoice upload,
financing requests, notifications, reports, etc.)

« The Platform provider concludes a back to back agreement with
Buyers and Funders (materially like a direct relationship)

« Payments are executed by the funders, buyers and suppliers

Source: MH Corporate Finance 2020
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o5, 5L 0 S slaJae
Buyer1 Buyer 2 Supplier1 Supplier2

Investor Investor 2 Investor 3

— Platform usage agreements
— Buyer-Investor/Funder Back to back agreements via Marketplace platform

— Supplier-Investor/Funder Back to Back agreements via Marketplace platform

» SCF Marketplace handles all information flows (invoice upload,
financing requests or offers, bidding/auction process, transaction
confirmations, reports, etc.) and sometimes also the payment
transactions

« The Marketplace platform provider usually concludes back to
back agreements with Buyers/Suppliers and Investor/Funders
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Licenses and market presence

Brazil

China

European Union | Hong Kong SAR | United Kingdom United States

License held

Amazon
Apple
Facebook

Google

P B C P B C P B C P B C P

Ant Group
Baidu
JD.com

Tencent

Mercado Libre

NTT Docomo

Rakuten

v
Nl
v

]
]

v v v

v v v v

Source: Crisanto, Ehrentraud, and Fabian (2021).

Note: [T Market presence in partnership or joint venture with other financial institutions; v/ Big tech has an entity within the group
that holds a financial license; B Big tech offers financial services both through partnerships or joint ventures with other financial
institutions and has an entity within the group that holds a financial license; v* Shareholding of big techs in these banks is below
50 percent.

B =banking license. For the European Union and United Kingdom, CRD credit institution; for Hong Kong SAR, authorized
institution; for Brazil, central bank approval under Resolution 4.122/2012 and Circular 3.649/2013; for the United States, national
bank charter or state-level bank charters (commercial banks, savings banks, trust companies). C = credit license. For Hong Kong
SAR, money lender license; for the United States, nonbank lender license (state level); for Brazil, Sociedade de Crédito Direto or
Sociedade de Empréstimo entre Pessoas; for China, internet microlender or consumer finance license. P = payments license. For
the European Union, payment institution or e-money institution; for Brazil, Institui¢ao de pagamento; for the United States, money
transmitter, sale of checks, money services business (governed primarily by state law); for China, third-party payment license.

The analysis excludes cases in which payments are made and/or credit is extended for purchasing products and services exclusively
within the platform.

OA



VoY siheal — wia 3T asea SCF slajig, 3l culdivul gLl je g Lacss 48

Financial service offerings by big tech companies

Credit Crowd- Asset

Big tech Main business Banking provision Payments funding management Insurance
Google Internet search/advertising v'* v
Apple Tech/producing hardware v
Facebook Social media/advertising v
Amazon E-commerce/online retail v v v v
Alibaba (Ant Group)  E-commerce/online retail v v v v v v
Baidu (Du XIAOMAN) Internet search/advertising v v v v v v
JD.com (JD Digits) E-commerce/online retail v v v v v v
Tencent Tech/gaming and messaging v v v v v v
NTT Docomo Mobile communications v v v v
Rakuten E-commerce/online retail v v v v
Mercado Libre E-commerce/online retail v v v

Source: Crisanto Ehrentraud, and Fabian (2021).

Note: v/ Provision of financial service through big tech entity and/or in partnership with financial institutions
outside big tech group in at least one jurisdiction; v"* Launch expected in 2021. The core activity of an entity
engaged in banking is taking deposits, though regulations vary across countries.
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