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Current trade finance value proposition: Trade finance processes have
multiple pain points, i.e., human error, delays, verification challenges

EXAMPLE: LETTER OF CREDIT ILLUSTRATIVE
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Current trade finance value proposition: Trade finance has
been moving to open account solutions

LETTERS OF CREDIT ARE
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e Cost factor, along with
rising trust in supply
chains, has prompted
some companies to
shift from traditional
trade to trade
facilitation and
working capital
finance solutions
through open account
trading

e That increases risk for
the exporter, who also
needs more financing
of working capital

e |etters of credit and
guarantees are
particularly
unattractive for small-
ticket transactions and
SMEs

Source: World Bank; ICC Global Survey Rethinking Trade and Finance (annual reports 2010-2015); MISYS Financing Future Supply Chains
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Baseline trade growth: Global trade reached US$16T in 2016
with largest contribution from Europe and Asia
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Baseline trade growth: APAC region will be the main growth
driver for Global Trade
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Baseline trade growth: Doc Trade expected to have
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OPEN ACCOUNT WILL GROW FASTER;
DOC TRADE WILL REMAIN SIGNIFICANT
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Impediments to more growth: $1.6T unmet trade finance gap
currently; Access to financing is a major barrier to Global Trade

~$1.6T UNMET TRADE FINANCE DEMAND
TODAY; ~40% FROM DEV. ASIA

ACCESS TO TRADE FINANCE IS A KEY
BARRIER TO TRADE TODAY
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Impediments to more growth: DLT can improve some of the
pain points faced today in Doc Trade, especially for SMEs

DLT COULD ADDRESS KEY BARRIERS E.G.
KYC/AML, COLLATERAL REQ, TXN COSTS

SMEs LIKELY BENEFIT THE MOST FROM
ADDRESSING THESE PAIN POINTS
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DLT: New technologies enable the digitalization of trade
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DLT: Distributed-ledger-based letters of credit could yield cost
savings and real-time document checking

INITIATION SHIPPING AND PROCESSING SETTLEMENT
Letter of credit (LC) creation and transmission to all Transmission of shipping proof to all participants Simultaneous validation of shipping proofs and
participants on the same day in real time payment via distributed ledger platform
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when the LC is created on the DL

Note: Account details refer to DL user's public key and password refers to DL user's private key
Source: Bain & Company
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