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Key takeaways

With disrupted trade flows and supply chains, supply-related shocks and production stoppages
worldwide, the COVID-19 pandemic has emphasized that supply chains need to operate not
only “just in time” but “just in case”. Resilience and sustainability, as well as efficiency are key
measures of the health of corporate supply chains. The pandemic also accelerated trends

that were already under way before the health crisis, such as digitization, eCommerce and
diversification of supply chains. As companies of all sizes and industries look ahead, they are
considering the lessons of the pandemic and applying them to their supply chain strategies.

1 Industries have 63% of supply chain managers who participated in Citi’s recent Disruption, Digitization,
experienced Resilience: the future of Asia Pacific supply chains report, produced in conjunction with the
different degrees Economist Intelligence Unit (EIU) reported significant or very significant impact on their supply

of supply chain
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chains during the early months of the COVID-19 pandemic*. However, only 50% of companies
in Asia Pacific reported a lesser impact than their peers in North America or Europe: 50%

compared with 76% and 81% respectively. Footwear and apparel, auto and manufacturing
industries were amongst the most severely disrupted.

*All figures referenced to are from the Disruption. Digitisation. Resilience: the future of Asia Pacific supply chains report



https://www.citibank.com/tts/insights/assets/docs/articles/ECO128_Citi_Supply_and_disruption_9.pdf
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More than half of
companies are
adapting supply
chain strategies
in response to
COVID-19

Many supply chains recovered quickly as companies adapted to the changing conditions
brought by COVID-19. Even so, the pandemic has sharpened senior management focus on the
resilience of supply chains, particularly amongst North American (56%) and European (52%)
corporations. As well as the disruption created by the pandemic, these companies are
concerned about ongoing supply chain challenges, such as geopolitical tensions and trade
tariffs, and opportunities, such as trade digitization and the rise of eCommerce. In contrast, only
3.2% of Asia Pacific participants are concerned about the resilience of their supply chains.
Even so, Asia Pacific supply chain managers are keen to reduce the impact of future supply

chain shocks, particularly the next (rather than current) pandemic, noted by 40% of
respondents, compared with only 4% in North America and Europe.

Bolstering supply chain resilience is an 4 Supply chain sustainability and reliability

immediate strategy

is as important as financial resilience

® \ ®

Corporations that are focused on supply chain resilience While financial resilience is a significant priority for many
are looking at diversification and regionalization of supply companies, supply chain sustainability is of comparable
chai.n.s, including “.China P'US o.ne” strategie§ i.e. cre?ting importance. 33% of respondents noted that sustainability
additional production capacity in an alternative location. of suppliers is their number one operational consideration,

These are immediate rather than long-term plans: the
majority of respondents said they would be starting to

with 21% prioritizing this issue to reduce the impact of

. o/ - . ™
implement their supply chain strategies during the second future shocks. This figure was only 7% in Asia Pacific,
half of 2021 (41%) and 2022 (28%). however, whereas 23% of supply chain managers in

Asia Pacific emphasized the importance of inventory
management, a concern that was not shared by their
North American and European peers.

Digitization is
essential to
resilient and
sustainable
supply chains
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Digital technologies play a major role in increasing visibility, efficiency and velocity of supply
chains. Companies are motivated to digitize their supply chains for a variety of reasons,
including the need for better forecasting of supply, and the increasing cost and reduced
availability of labor, particularly given the expansion of the middle class in China and parts of
South East Asia. 64 % of respondents said they had increased their investment in digital tools

and processes to manage their supply chains by at least 25% as a result of the pandemic.

®  13% had increased this by more than 75%. The purpose of this investment varies by region,
however, with Asia Pacific supply chain managers focusing more on customer service and
inventory management, and North American and European respondents prioritizing
manufacturing and forecasting of supply and demand.
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6 Digitization Trade finance has traditionally been highly paper and resource-intensive, particularly
needs to take documentary trade. There are three interconnected digital trends which are helping to create
a new paradigm for conducting international trade:
place across
muItipIe » Process digitization by banks and corporations, using tools such as artificial intelligence (Al)
. . and optical character recognition (OCR)
dimensions
\ ° » Connectivity across supply chains, including via third party platforms

* Broad participation, not only banks and corporations, but customs authorities, tax authorities,
logistics etc.
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7 Financing can Many companies, particularly in consumer-facing industries, such as FMCG, and high impact
help enhance industries such as chemicals, have set ambitious environmental, social and governance (ESG)
targets, such as reducing carbon emissions and waste, and improving labor and human rights

enVIrom:nental standards. To meet these objectives, they are looking for advice and support on how best to
and social embed these objectives into supply chain strategies. An emerging opportunity is ESG-linked
sustainability supply chain financing, which offers preferential pricing This can be difficult in practice, however,

without access to consistent and auditable data on suppliers’ ESG metrics to demonstrate
genuine impact rather than ‘green washing’. This is becoming less of an obstacle with the
independent monitoring

across supply
chains
\

8 |ncreasing supply There was a time when banks, technology and service providers worked independently and
chain resilience competitively with each other, each claiming that they could solve a client’s business problem in
. re its entirety. This is no longer the case. Rather, banks and fintechs complement each other’s
and SUStamablhty activities, often in partnership lending their particular skills and capabilities to problem-solving.
requires a range For example, we are seeing fintechs successfully providing ‘last mile’ solutions such as
of interconnected microfinancing in India, or digital onboarding for suppliers. These can play a highly
solutions complementary role to bank financing and cash management solutions, ultimately supporting
\ the full spectrum of ecosystem partners.
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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, investment, 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, investment, 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 ID 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,
ceases 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 may 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.

Citibank, N.A., organized under the laws of U.S.A. with limited liability.

© 2021 Citibank, N.A. All rights reserved. Citi, Citi and Arc Design and other marks used herein are service marks of Citigroup Inc. or its affiliates, used and
registered throughout the world.
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