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Global Receivables Finance Market

Inspite of geopolitical tensions and cautious global economy slowing the pace of trade growth, Receivables Finance may
still represent a huge opportunity

Trends Total World Factoring Volume 2019 ($tn)2 347

e The value of Trade Merchandise was down by 3% in 2019, to
U$18.62trillion.

¢ Global Receivables/Invoice financing volumes are estimated at
U$3trillion. Still a huge gap v/s overall trade merchandise volumes.

e During 2019 the global factoring volumes grew by 5%, however
COVID-19 has affected projections for 2020.
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e 85% of Invoice factoring is captured by banks, serving mostly

corporates, 15% is done by independent factoring firms.2 2013 2014 2015 2016 2oL 2018 2019
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Trade Recelvables Finance — Key Offerings

Many banks have shifted from a bilateral financing to a portfolio based risk approach

Bilateral Receivables Finance Portfolio Receivables Finance — Synthetic Securitization

Receivable True Sale Credit Insured AR Finance Distribution Finance
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“[Insurance
Policy

o Simple A/R sale and purchase structure e A/R purchase * A/R Purchase or Finance
e Buyer-by-Buyer Analysis e Medium Portfolio (20+ Buyers) e Large Portfolio (50+ Buyers)
 Availability/pricing driven the Buyer’s e Portfolio can be fully or partially e Structure driven by Seller objectives
credit risk insured and its A/R portfolio profile
e Credit risk on Buyer(s)  Price is driven by quality of portfolio e Requires risk sharing with Seller
e Structures can de made without (true SIre Y] O IS EINES GoEEe Ah O Ul el 17
sale) or with recourse to the Seller e Structure is also driven by insurer’s e Solution applies to a very broad set of
credit appetite buyers
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Changing Landscape

The increasing demand for receivables can be seen as driven largely by their shorter tenor and the potential to link to high-
guality counterparty risks and structural credit enhancements

Over half of factoring | Banks Fintechs
volume is backed by are embracing new Fintech companies are catering for several activities within receivables
some kind of credit technologies in finance:
insurancel receivables finance. v"Invoice Financing on lower value tickets
v' Portfolio Management Services
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< v' Blockchain Trade Finance Platforms
New Product needs: »

\\
v Longer Tepors (> 1year) ' Credit insurers
v Umbrella insurance cover P m— Constraints to underwrite the clients’
v' ECA short term guarantees ' customers due to:
Y X-CCY receivables financing v Lack of buyer/debtor information
— v Political / Industry instability
- v' Transparency and quality of data
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Corporates priorities appear to be changing...

In an uncertain macro environment, corporates may have shifted their priorities towards risk management, liquidity &
funding optimization, and balance sheet enhancement.

Receivables Finance can be a strong tool to assist Treasury, Sales and

Risk functions within the organization to help meet their goals by Balance Sheet
potentially: . Liquidity Enhancement

£ .
- F5 o Automation @ Risk
Driving Improving Liquidity and Strengthening Risk & efficiency Corporate Mitigation
Balance Sheet Efficiency: Funding Management: Management: Priorities 9

+ Right-size balance sheet. * Improve liquidity risk * Review risk policy and
* Improve balance sheet management measures
quality * Optimize funding sources » Tighten risk management
+ Improved Receivables * Improve cash flow processes NS
turnover ratios forecasting to lock in » Shift from bilateral to Sales @ | | | | Improved Cash
liquidity forward value portfolio based approach Growth Forecasting

%éé Some possible reasons for establishing a Receivable Finance program
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| Help Improve Free Cash-flow — increasing Operating Cash Flow (OCF) which can be used to fund CAPEX and other strategic
spending priorities

Balance Sheet and P&L improvement across various items (potentially improve financial covenants by reducing debt levels)

50% - Aid in Counterparty Risk Reduction — Common driver when high value flows are involved
40% -
30% | _ Potential FX Risk Reduction — Common driver where client operates across multiple currency jurisdictions
ig?f | [l Possibly Access Funding at Attractive Interest Rate — Typically less expensive than standard RCF or a bank loan
-
| R

0% -




These materials are provided for educational and illustrative purposes only and not as a solicitation by Citi for any particular product or service. Furthermore,
although the information contained herein is believed to be reliable, the following does not constitute legal or any type of advice and Citi makes no representation
or warranty as to the accuracy or completeness of any information contained herein or otherwise provided by it. You should consult your own expert(s) for advise
on any of these matters. The information and materials are exclusive property of Citi and their total or partial reproduction and / or distribution is prohibited.

IRS Circular 230 Disclosure: Citigroup Inc. and its affiliates do not provide tax or legal advice. Any discussion of tax matters in these materials (i) is not intended or written to be used, and cannot be
used or relied upon, by you for the purpose of avoiding any tax penalties and (ii) may have been written in connection with the "promotion or marketing" of any transaction contemplated hereby
("Transaction"). Accordingly, you should seek advice based on your particular circumstances from an independent tax advisor.

This communication is provided for informational purposes only and may not represent the views or opinions of Citigroup Inc. or its affiliates (collectively, "Citi"), employees or officers. The information contained
herein does not constitute and shall not be construed to constitute legal, tax and/or accounting advice by Citi. Citi makes no representation as to the accuracy, completeness or timeliness of such information. This
communication and any documents provided pursuant hereto should not be used or relied upon by any person/entity (i) for the purpose of making regulatory decisions or (ii) to provide regulatory advice to another
person/entity based on matter(s) discussed herein. Recipients of this communication should obtain guidance and/or advice, based on their own particular circumstances, from their own legal, tax or accounting
advisor.

Any terms set forth herein are intended for discussion purposes only and are subject to the final terms as set forth in separate definitive written agreements. This presentation is not a commitment or firm offer and
does not obligate us to enter into such a commitment, nor are we acting as a fiduciary to you. By accepting this presentation, subject to applicable law or regulation, you agree to keep confidential the information
contained herein and the existence of and proposed terms for any Transaction.

We are required to obtain, verify and record certain information that identifies each entity that enters into a formal business relationship with us. We will ask for your complete name, street address, and taxpayer 1D
number. We may also request corporate formation documents, or other forms of identification, to verify information provided.

Certain services and/or products mentioned in this communication may contain provisions that refer to a reference or benchmark rate which may change, cease to be published or be in customary market usage,
become unavailable, have its use restricted and/or be calculated in a different way. As a result, those reference or benchmark rates that are the subject of such changes may cease to be appropriate for the
services and/or products mentioned in this communication. We encourage you to keep up to date with the latest industry developments in relation to benchmark transitioning and to consider its impact on your
business. You should consider, and continue to keep under review, the potential impact of benchmark transitioning on any existing services and/or product you have with Citi, or any new services (you avail) and/or
product you enter into with Citi. Citi does not provide advice, or recommendations on the suitability of your service and/or product choice including with respect to any benchmark transitioning on any existing
service and/or product you have with Citi. You should obtain professional independent advice (tax, accounting, regulatory, legal, financial or otherwise) in respect of the suitability of your service and/or products in
light of benchmark transitioning as you consider necessary.
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