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Contraction in U.S. Commercial Paper Issuance

Source:  Federal Reserve

ABCP outstandings have dropped by $205 billion as investors scrutinized the entire structured products 
market as well as the underlying collateral pools backing the ABCP market 

Investors are unsure of the real value of these assets and the distribution of risk within these 
structured investments

Historical USCP Outstandings
($ in billions)

Pullback in outstandings due to 
recent market volatility 

CP Market Outstandings ($BN)

Sector
Outstandings 
(as of 9/12/07)

Overall Market 1,907

Total Unsecured 961
Tier-2 (included in ABCP and 
unsecured) 62

ABCP (Secured) 946

Financial 781

Non-Financial 180

-6.80%Total 
Unsecured

-18.83%Tier-2

-11.72%Overall Market

-17.83%ABCP 
(Secured)

-4.16%Financial

-7.69%Non-Financial

Changes in the CP Market since 7/31/07
Period Percent Decline

In the six week period between July 31 and September 12th, volume in the USCP market contracted by 
approximately $250 billion. 
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Financing the Global Supply Chain

Historically, companies have managed the physical supply chain without much emphasis on 
the financial aspect 

That is changing:  The clear focus today for mid-size to large companies is the financial 
supply chain 

Financing the supply chain can be viewed in dimensions:
– Horizontal:  Processing the end-to-end cycle of order to payment
– Vertical:  Ensuring that between order and payment, cost is contained and liquidity is infused

Inventory Finance

Invoice ReceiveMake Ship PayOrder CollectSell

Post-Shipment financePost-Shipment financePre-Shipment financePre-Shipment finance Receivables FinanceReceivables Finance

Processing Efficiency

LIQUIDITY MANAGEMENT
End result:  Multiple opportunities for banks to provide financing
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Bank’s Role to Support the Supply Chain

Trade products assist clients in optimizing cash conversion cycle through minimizing DSO 
and DIO and increasing DPO

Banks can understand their client’s supply chain in terms of geography, inventory and 
agreement terms, considering both suppliers and customers

Open account banking platforms:
– facilitates processing and relieves the administrative burden for clients making the transition
– Importers can outsource the accounts payable function back to the bank allowing for international 

sourcing that looks and feels like a domestic transaction (including seamless integration with a client’s 
ERP system)

Financial Structures
– Supplier financing
– Inventory financing 
– Receivables financing on the invoices 
– Payables financing on buyer approved purchase orders 
– Factoring of invoices 

“Physical” And “Financial” Supply Chains Are Coming Together.
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Working Capital Optimization:  Current Focus

Aberdeen Group report surveyed 400 supply chain and finance professionals for benchmarking study on 
Working Capital Optimization 

The vast majority of companies today are concentrating on reducing inventory and shortening DSOs

Innovators are also focusing on many other areas to drive working capital improvements

Source:  Aberdeen Group, June 2007

Trading Across Borders

84%

63%

45%

36%

35%

32%

24%

8%

20%

26%

28%

23%

29%

13%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Reduce Inventory

Shorten Days Sales Outstanding (DSO)

Increase Days Payable Outstanding (DPOs)

More Effectively Use Short-Term Financing

Move Inventory Off Books

More Effectively Invest Cash Short-Term

Other

Current Improvement Focus Future Planned Focus
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Financial Cost in the Supply Chain

Anchor Tenent Supply Chain

P/O Issued

72 Days at 500MM

Inventory Cost 
10%

Inventory Cost
60 Days

A/R at 12% 
45 Days

No Cost to AT Cash Out 
10%

Inventory Cost 
10%

A/R Carr Cost 
10%

65Days Carrying at 1BN

No Cost 
to Buyer
No Cost 
to Buyer

Inventory at 
12%

Total Finance Cost to 
Supplier:

= 500MM x 12% / 360 x 107

= $17.8MM

Total Finance Cost to Anchor Tenent:

= 500MM x 10% / 360 x 72 =10MM

+ 1BN x 10% / 360 x 67 = 18.7MM

= $28.7MM

Total Finance Cost to Buyer:

= 1BN x 12% / 360 x 67

= $22.3MM

Cash 
Reconciliation

2 Days

Cash 
Reconciliation

2 Days

Supplier Supply 
Chain

Buyer Supply 
Chain

8



Cross Border Transactions

BSA Guidelines:  Main Driver

Technology has become commoditized
– Less than 1% of buyers access the banks technology platforms
– Less than 10% of suppliers access the banks platforms

Intellectual property is needed to drive cross border transactions 

In many instances local banking licenses are required

Today’s trade environment involves much greater financial complexity, and is even more 
crucial to the well-being of our clients
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Value Proposition for Banks

Intra-Country

Pros

▲Ease of entry

▲Minimal technology demands

▲KYC/AML easy to comply with

Cross Border

Pros

▲Wider margins on tech. client basis

▲Once built, competitors can not 
easily duplicate

Cons

▼Multiple competitors

▼Price compression

▼Little or no barriers to entry 

▼Could result in significant cannibalization 
of current revenue streams

Cons

▼More complex to launch

▼Must partner to extract full value

▼KYC/AML requires local partner/provider
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Questions



© 2007 Citibank, N.A.  All rights reserved.  Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its affiliates and are used and registered throughout the world. 

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 the Transaction.  Accordingly, you should seek advice based 
on your particular circumstances from an independent tax 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 to lend, syndicate a 
financing, underwrite or purchase securities, or commit capital nor does it obligate us to enter into such a commitment.  Nor are we acting in any other capacity as a fiduciary to you.  By accepting this presentation, subject to 
applicable law or regulation, you agree to keep confidential the existence of and proposed terms for any transaction contemplated hereby (a “Transaction”).

Prior to entering into any Transaction, you should determine, without reliance upon us or our affiliates, the economic risks and merits (and independently determine that you are able to assume these risks) as well as the legal, 
tax and accounting characterizations and consequences of any such Transaction.  In this regard, by accepting this presentation, you acknowledge that (a) we are not in the business of providing (and you are not relying on us 
for) legal, tax or accounting advice, (b) there may be legal, tax or accounting risks associated with any Transaction, (c) you should receive (and rely on) separate and qualified legal, tax and accounting advice and (d) you 
should apprise senior management in your organization as to such legal, tax and accounting advice (and any risks associated with any Transaction) and our disclaimer as to these matters.  By acceptance of these materials, 
you and we hereby agree that from the commencement of discussions with respect to any Transaction, and notwithstanding any other provision in this presentation, we hereby confirm that no participant in any Transaction 
shall be limited from disclosing the U.S. tax treatment or U.S. tax structure of such 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 ID number.  
We may also request corporate formation documents, or other forms of identification, to verify information provided.

Any prices or levels contained herein are preliminary and indicative only and do not represent bids or offers.  These indications are provided solely for your information and consideration, are subject to change at any time 
without notice and are not intended as a solicitation with respect to the purchase or sale of any instrument.  The information contained in this presentation may include results of analyses from a quantitative model which 
represent potential future events that may or may not be realized, and is not a complete analysis of every material fact representing any product.  Any estimates included herein constitute our judgment as of the date hereof 
and are subject to change without any notice.  We and/or our affiliates may make a market in these instruments for our customers and for our own account.  Accordingly, we may have a position in any such instrument at any 
time.

Although this material may contain publicly available information about Citi corporate bond research or economic and market analysis, Citi policy (i) prohibits employees from offering, directly or indirectly, a favorable or 
negative research opinion or offering to change an opinion as consideration or inducement for the receipt of business or for compensation; and (ii) prohibits analysts from being compensated for specific recommendations or 
views contained in research reports.  So as to reduce the potential for conflicts of interest, as well as to reduce any appearance of conflicts of interest, Citi has enacted policies and procedures designed to limit communications 
between its investment banking and research personnel to specifically prescribed circumstances.
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