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SUPPLY CHAIN FINANCING 
Building Resilience as the New Definition of “Global” 
Emerges 
 
In my position as CEO, I have the privilege of running one of the world’s most global 
banks. We move $4 trillion in volume — equivalent to the GDP of Germany — for 
5,000 of the most important multinational companies, every single day. This 
represents a constantly innovating network that helps underpin the global financial 
system and international trade.  

With clients operating in nearly 160 countries and jurisdictions, we’ve had a front-
row seat to the evolution of globalization over the course of our bank’s more-than-
200-year history. Today, we are witnessing a monumental shift towards another new 
era — and trade and supply chains are at the heart of these changes.  

A year ago, Citi published a comprehensive Citi GPS report examining global supply 
chains, and many of those elements, especially those focused on geopolitical and 
macroeconomic challenges, still ring true today. For the last several decades, there 
was a strong emphasis on sourcing and moving manufactured goods as efficiently 
as possible to cut costs. But the geopolitical and macroeconomic shocks of late 
have upended this approach, and we’re now reaching a critical tipping point.  

This latest report, published by Citi experts leading our thinking on the evolution of 
global supply chains and backed by survey responses from the world’s most 
complex multinationals and SMEs around the world, highlights the profound 
challenges many corporates are actively navigating.  

Today, amidst the backdrop of transformative technological innovations, increasing 
resilience is the clear and resounding call. We see nearly every country and 
company focused on security — be it food, water, energy, cyber, financial, or 
operational security. And consequently, they’re reconfiguring supply chains to meet 
the demands of customers and other stakeholders. It took too long but we’ve all 
woken up to the fact that concentrating the sourcing or production of any good — let 
alone essential goods — in one part of the world can have dire consequences.  

This heightened focus on resilience has given birth to a new era of diversification, 
and as businesses and countries adapt to this era, we’re starting to see clear 
benefits in economic growth. 

 First, as demand for resilience and diversity grows, so too does the opportunity 
for smaller players to engage in global trade. That includes last-mile suppliers in 
developing countries. 

 Second, increased focus on resilience and investments in supply chains are 
creating diversified economies. Malaysia, Thailand, and Vietnam are early 
examples of this in the Indo-Pacific. Elsewhere, in the Middle East, Saudi Arabia, 
the UAE, and others are undergoing their own transformations as they look to 
diversify from oil. We’re also seeing countries and companies diversifying their 
supply chains in specific sectors. This is particularly evident in Mexico as a result 
of the United States-Mexico-Canada Agreement. Citi has been supporting clients 
seeking to reduce risk and increase efficiencies through nearshoring in Mexico. 
In some cases, it’s North America-based automakers bringing supply chains 
closer to home. In other cases, it’s European and Asian companies moving 
closer to their end-consumers in North America. 
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 Third, diversification is creating new trade corridors. Brazil is trading more with 
India and China than it is with Argentina. The Middle East is now more connected 
to Asia than Europe. And those connections will be further strengthened by a 
proposed economic corridor connecting the Middle East to India. Nearly 30% of 
multinationals surveyed for this year’s report indicated they were pursuing a 
“China Plus One” strategy as they build more resilience, with Vietnam and 
Thailand being the primary countries named for expansion plans.  

As the old system continues to be disrupted, the new era of diversification will 
evolve to meet new demands. But we should be clear-eyed that these changes 
won’t happen overnight. Any significant movement, especially deeper in supply 
chains, is much easier said than done. Supply chains and trade relationships take 
years to build. And in some cases, it will take a decade for new players to achieve 
the scale and manufacturing quality that traditional production hubs developed over 
the last half-century.  

Still, the demand to make these new connections and foster new relationships is 
palpable. And we anticipate the movement will continue to gain more and more 
momentum in the years to come.  

We are far from the end of globalization, but it is changing. And with those changes, 
we’re seeing tremendous opportunities for all our economies to work together to 
tackle the unique challenges of the 21st century. 

Resilience doesn’t mean retreating to our corners. In some sectors, national 
security requires us increasing our domestic production capabilities. But excessive 
self-reliance, in the name of national security, won’t make us more secure. True 
resilience comes from open markets and robust and diversified supply chains. A 
decoupling of the world’s dominant economies is neither possible nor prudent. De-
risking — or diversification, as we prefer to call it — has become the name of the 
game.  

The new era of diversification offers a new way forward for globalization, not a 
reversing of course. We mustn’t lose faith in the tools that have enabled growth and 
progress over these past decades. And we should be conscious to avoid policies 
that swing the pendulum too far towards resilience and away from affordability and 
economic growth. Security and resilience go hand-in-hand in most cases — and we 
ought to seek enhancements to both through more global cooperation, not less. 
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FORTIFYING SUPPLY CHAINS FOR FUTURE OPPORTUNITIES

SOLUTIONS TO BOOST SUPPLY CHAIN RESILIENCY
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GLOBAL SUPPLY CHAINS HAVE NORMALIZED — WHAT’S NEXT?
Global supply chains look to have normalized, with pressures in 2023 hovering near pre-pandemic levels. Consumer rotation 
away from goods back to services has helped, as has improvements in shipping costs, global Purchasing Manager Indices, and 
inventories. However, debates around supply chain management strategies are still important to avoid disruption and ensure a 
consistent and reliable production process.

Source: Citi Research, Bloomberg

Citi Global Supply Chain Pressure Index

© 2024 Citigroup

Areas of Potential Supply Chain Management Improvement
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Strategies: Balancing the 
trade-offs between just-in-
time and just-in-case 
inventory management
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along with supply chain 
diversification
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THE STATE OF SUPPLY CHAINS: WHAT ARE SUPPLIERS SAYING?
A global survey of corporate suppliers participating in Citi’s supply chain finance programs confirmed an easing of supply chain 
pressure and challenges globally, but higher interest rates and inflation continue to create uncertainty, especially for small- and 
medium-sized enterprises.

THE STATE OF SUPPLY CHAINS: WHAT ARE LARGE CORPORATES SAYING?
Citi partnered with East & Partners to conduct primary, voice-of-the-corporate research on supply chain challenges, resiliency, and the 
future of supply chains for the world’s largest and most complex organizations.

Most important supply chain decision priorities for suppliers:

had debt-linked  
interest expense rise  

at least 100%

50%

Just-in-case vs. just-
in-time inventory 

strategies

56%
see an increase in 
export volumes in  

next 6 months

Nearshoring/reshoring 
of downstream 
manufacturing

56%
already had or  

were considering 
adopting a “China  
Plus One” strategy

Supply chain  
resilience

34%
expect to increase 

their number of  
supply chain  

partners

Digitalization of  
paper-based trading

48%
expect to increase 
spending allocation  
on new technology, 
such as generative AI

AI and data-driven 
decision making

29% 20% 12% 7% 3%

stated they had not faced any 
supply chain challenges,  

up from 4% in 2022

said they were having 
difficulties forecasting and 

planning for customer demand

noted shipment delays  
vs. 34% in 2022

cited prohibitive financing 
costs and/or difficulty 

accessing financing

13% 33% 14% 27%
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Normalization in Global Supply 
Chains Raises Questions of What’s 
Next 
Global supply chains have been on a rollercoaster over the last few years. Early in 
the pandemic, consumers rotated much of their spending towards goods, as many 
types of services could not be consumed easily. This strong rotation into goods 
spending also coincided with COVID-19-induced production disruptions. The 
combination of strong demand and limited supply markedly ratcheted up pressures 
on global distribution, and our own measure of supply chain pressures rose almost 
without interruption from the onset of the pandemic to mid-2021 (see Figure 1).  

These pressures have subsided significantly over the last couple of years. For much 
of 2023, pressures in supply chains were hovering near pre-COVID-19 lows. By 
December of 2023, pressures had picked up modestly but remained relatively 
limited, running near the pre-COVID-19 average.  

We view the normalization in supply chain pressures as largely reflecting an easing 
in the global consumer’s demand for goods. As the pandemic receded, consumers 
rotated their spending away from goods and back towards services. This rotation 
strengthened services sectors but weighed on manufacturing, as well as hampering 
global trade and production (Figure 2). 

Figure 1. Citi Global Supply Chain Pressure Index Figure 2. Global Export Volumes and Industrial Production Growth 

  

Source: Citi Research, Bloomberg Source: Citi Research, Netherlands Bureau or Economic Analysis, Haver Analytics 
 
The good news is that heightened supply chain pressures were a central driver of 
price pressures in global goods industries, and the unwinding of these forces has 
helped quell global goods inflation. As shown in Figure 3, global headline inflation 
has fallen from a peak of over 7% in 2022 to under 3% in early 2024 as pressures 
on food, energy, and other goods prices have cooled. Global core goods inflation 
(i.e., excluding food and energy) has fallen even more sharply, from over 6.5% to 
near 1% at the beginning of 2024 — not far removed from pre-COVID-19 levels. At 
current levels, our Supply Chain Pressure Index suggests that goods inflation 
should hover near or just above pre-pandemic readings.  
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The easing of goods inflationary pressures has been significant, but the global 
consumer’s rotation away from goods and towards services also intensified 
pressures on services prices. Post-COVID-19 spending on labor-intensive services 
has buoyed the demand for workers, which has tightened labor markets and pushed 
up wage growth. High wage growth has then been passed into services prices. 
Global services inflation fell somewhat at the end of 2023 but is still running at 
nearly double the pre-COVID-19 pace. 

Following a resilient 2023 where global growth came in at 2.6%, well above our 
expectations from earlier in the year, we expect a stepdown to just 1.9% in 2024 as 
high interest rates bite further and services momentum continues to fade (see 
Figure 4). Growth in most economies is projected to slow, particularly in developed 
markets — we expect several will fall into recession, including the U.S., in mid-
2024. 

Figure 3. Global Inflation Figure 4. Evolution of Citi Global Growth Forecast 

  

Source: Citi Research, National Statistical Sources, Haver Analytics Source: Citi Research 
 
Against this backdrop, major central banks are looking at (or near) peak rates. The 
U.S. Federal Reserve (the Fed), European Central Bank (ECB), Bank of England 
(BoE), and Bank of Canada (BoC) all have reached their terminal rates, while the 
Reserve Bank of Australia (RBA) and Sweden’s Riksbank are nearing peaks (Figure 
5). The Fed, ECB, and many other developed market central banks are likely to 
begin easing around mid-2024 (Figure 6). The December Fed meeting, however, 
hinted that cuts could come even sooner. Several emerging markets, such as Brazil, 
Chile, and Poland, have already started cutting rates. Given high inflation and 
developed market rates, easing cycles in emerging markets will also likely be 
gradual. 
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Figure 5. Developed Market Policy Rates Figure 6. Developed Market Policy Rate Forecasts 

 

 
Source: Citi Research, Haver Analytics Source: Citi Research 

 
A Closer Look at the Components of the Index 
As highlighted in Figure 7, all three key components of our Supply Chain Pressure 
Index — shipping costs, global purchasing managers’ indices (PMIs), and 
inventories — have improved markedly since early 2022. Of the three, the 
relaxation in the PMI component has been particularly pronounced.1   

For the PMIs, all components of the index — backlogs of work, suppliers’ delivery 
times, and input prices — are markedly improved from the pressures observed 
earlier in this cycle and are running well-below pre-COVID-19 averages (see Figure 
8). 

Figure 7. Citi Global Supply Chain Pressure Sub-Indices Figure 8. Global Manufacturing PMI: Selected Components 

  

Source: Citi Research, Bloomberg, Haver Analytics Source: Citi Research, S&P Global, Haver Analytics 
 
  

 
1 Our index is the first principal component (PC) of these three sub-indices. Each of the 
subindices is, in turn, the PC of relevant underlying data series. For more detail 
regarding the construction of the index, see Citi Research, Global Economics: Global 
Supply Chains — How Intense Are the Pressure?, January 19, 2022. 
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Figure 9 shows some key inventory data that feeds into the Supply Chain Pressure 
Index. The German Ifo component for finished goods inventories turned positive in 
mid-2022 and continued to rise for several quarters, suggesting a replenishing of 
inventories. The most recent readings are among the highest in the last decade, in 
line with both the weakness in global goods demand and, relatedly, the ongoing 
growth struggles in Germany. The U.S. inventory-to-retail sales ratio, meanwhile, is 
much higher than the pandemic lows but still a fair amount below the pre-COVID-19 
norm. 

Figure 9. Inventory Indicators Figure 10. Transportation Costs 

  

Source: Citi Research, U.S. Census Bureau, Ifo, Haver Analytics Source: Citi Research, Freightos, The Baltic Exchange, Bloomberg, Haver Analytics 
 
As for shipping costs (see Figure 10), the cost of shipping a container from China to 
the U.S. West Coast — which once contributed prominently to supply chain 
tensions — has fallen sharply from its peak of about $20,000 in this cycle back to 
below $2,000. Other shipping cost data have also improved markedly since their 
pandemic stresses. More recently, shipping costs have been boosted by disruptions 
in major canal routes, including conflict in the Red Sea. While it is unclear how long 
these disruptions will last, shipping costs are still far below levels reached during the 
pandemic and are not far removed from typical pre-COVID-19 levels.  

Implications for Goods Inflation 
In our previous work, we found a statistically significant relationship between our 
Supply Chain Pressure Index and core goods inflation (i.e., excluding food and 
energy). For data samples including the pandemic, this relationship held both in the 
U.S. and globally. The relationship was particularly strong with a three-month lag.2    

Figure 11 shows the results for our U.S. core goods inflation model. The model has 
tracked the contours of inflation in this episode closely, with the most recent data 
remarkably consistent with our model’s output. For global inflation, our model has 
also tracked developments, although there has been a little more of a gap between 
actual inflation and the model (see Figure 12). More recently, the global model and 
actual global core goods inflation have been closely in sync. 

Our forecasts suggest that goods inflation is likely to continue running near current 
levels. For the U.S., our model looks for core goods inflation in coming months of 
roughly 0% on a year-over-year basis. Global core goods inflation is expected to run 
in the 1%-1.5% range in the coming months, close to the pre-COVID-19 pace. 

 
2 For more details on the models, see Citi Research, Global Economics: Global Supply 
Chain Pressures Ease Further, September 2022.  
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Figure 11. U.S. Core Goods Inflation: Actual vs. Regression Model Figure 12. Global Core Goods Inflation: Actual vs. Regression Model 

  

Source: Citi Research, Bureau of Labor Statistics, Haver Analytics Source: Citi Research, National Statistical Sources, Haver Analytics 
 
Concluding Thoughts: Looking Ahead 
The key takeaway from our Supply Chain Pressure Index is that conditions have 
largely normalized. Still, firms are unlikely, in our view, to move back to pre-
pandemic business as usual. This cycle has highlighted a range of areas where 
supply chain management can be improved to avoid disruptions and ensure a 
consistent and reliable production process. 

For one, there will be changes to inventory management strategies. Pre-pandemic, 
firms largely held a just-in-time inventory approach, which looked to keep 
inventories lean to contain costs. Alternatively, just-in-case inventory management 
focuses on not running out of stock in the event of a sizable pickup in demand or 
disruptions in input supply and may require larger inventory holdings. The pandemic 
showed the benefits of just-in-case strategies, as many firms were not prepared for 
the surge in goods demand that followed the initial lockdowns. The trade-offs 
between the two strategies will be more deeply debated by firms going forward. At a 
minimum, firms are likely to hold larger inventories than they did previously for 
components that are hard to source. 

Two, digitalization will likely play an increasingly important role in monitoring, 
maneuvering, and maintaining supply chains. Firms will increasingly collect and 
harness data at each stage of the supply chain and use tools such as artificial 
intelligence (AI) and machine learning (ML) to improve their processes. The scope 
for improvements is vast and may include better tracking of goods in transit, 
improving warehouse operations, and choosing suppliers more effectively.  

Third, there will be some type of geographical reconfiguration in supply chains. 
Firms have seen in this cycle that having far-flung supply chains can come with high 
risks. Moreover, the current political environment in the U.S. as well as other 
countries may reinforce incentives to diversify supply chains away from China. 
Governments will also likely continue to help redirect supply chains for both 
domestic economic and security reasons. The U.S. CHIPS Act of 2022, for 
example, very much underscored this point, as it aims to increase U.S. tech 
production largely at the expense of China. 

-3

0

3

6

9

12

15

Apr-16 Jun-17 Aug-18 Oct-19 Dec-20 Feb-22 Apr-23

(YoY%)
Actual
Fitted

0

2

4

6

8

Apr-16 Jun-17 Aug-18 Oct-19 Dec-20 Feb-22 Apr-23

(YoY%)
Actual
Fitted



January 2024 Citi GPS: Global Perspectives & Solutions   

 

© 2024 Citigroup 

11 

Figure 13. U.S. Manufacturing Construction Spending Figure 14. Share of U.S. Trade: China and Mexico 

  

* Manufacturing construction spending deflated by PPI: new industrial building 
construction. 

 

Source: Citi Research, Bureau of the Census, Haver Analytics Source: Citi Research, Bureau of the Census, Haver Analytics 
 
There is increasing evidence that reshoring and nearshoring are already occurring 
at a large scale. For one, U.S. construction of manufacturing facilities has picked up 
appreciably over the last year (see Figure 13). Several factors have likely driven this 
strength, but reshoring clearly looks to be in play. Additionally, China’s share of U.S. 
trade has now fallen to a decadal low (see Figure 14). Countries in Latin America, 
particularly Mexico, as well as other emerging Asian economies such as Vietnam 
and India, have benefited from this reconfiguration.  

Asian economies are likely to continue to benefit from “China Plus One” strategies. 
ASEAN countries look set to gain more prominence in technology supply chains 
due to strong pre-existing infrastructure. India, meanwhile, has made impressive 
gains in cell phone manufacturing, and its government has policies in place to 
attract businesses to other sectors including semiconductors, renewable energy, 
and autos. Latin America, as well as Central and Eastern European (CEE) 
economies, meanwhile, may continue to reap benefits from nearshoring and 
friendshoring. Of note, the value of announced greenfield foreign direct investment 
(FDI) has fallen sharply in China, while it has picked up notably relative to historical 
trends in India, Mexico, CEE, and segments of Africa.3   

However, these points do not change the fact that China is, and will likely remain, 
an integral part of the global supply chain complex — a role that took decades to 
establish. Moreover, there are many reasons that firms moved production to China 
in the first place, including lower costs and supportive infrastructure, which are still 
likely to remain factors in the years ahead. Additionally, there are some spaces, 
such as autos, where China has been gaining global market share in recent years. 
Going forward, firms may adopt “China Plus One” or “China Plus Many” strategies, 
but China is likely to remain a central hub in many production and sourcing chains.   

Ultimately, the extent to which firms implement structural changes in their supply 
chains will depend on their assessment of the risks of material disruptions in the 
future. Undoubtably, various firms across different industries will have diverging 
views about the nature of supply chain risks and will respond in different ways. Still, 
by our reckoning, the overall direction of travel here for most firms is clear.  

 
3 See Citi Research, Emerging Markets Economic Outlook & Strategy: Prospects 2024 
— Sunny with a (Good) Chance of Showers, December 2023.  
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Working Capital Across the Supply 
Chain: Resilience Is Key 
In our third Citi GPS Supply Chain Finance report, published in January 2023, 
pandemic and supply chain disruptions had largely receded as corporates’ attention 
shifted to managing higher energy prices and inflation.  

Credit conditions remained tight throughout 2023 for borrowers of all sizes and 
levels of creditworthiness. In the U.S., three high-profile bank failures in the first half 
of the year — the first since 2020 — highlighted the potential impact of restrictive 
monetary policy on the marketplace. Simultaneously, geopolitical tensions 
continued to remain elevated. 

Resiliency — particularly financial resiliency — is a topic of interest for many 
corporates. As in previous periods of stress, working capital is a focus for entire 
organizations, and boosting efficiency while limiting expenses is on many 
treasurers’ strategic agendas. Additionally, as noted in the publication Working 
Capital Efficiency Generates Significant Value, published by Citi Trade & Treasury 
Solutions in October 2023, corporates that efficiently manage their working capital 
can improve total shareholder return (TSR), among other benefits. 

Supplier resilience remains a key focus, as SMEs and companies in emerging 
markets face limited access to capital. Solutions such as purchase order financing, 
deep-tier financing, and partnerships with government and multilateral agencies can 
help boost resiliency across the supply chain. 

Technology is at the heart of many new developments in trade finance. Innovations 
such as artificial intelligence and the internet of things can enhance corporate 
operational efficiency, cut costs, reduce fraud, and augment transparency 
throughout supply chains. Transparency and mitigation of risk should help improve 
access to efficient capital for corporates around the world.  

What Is Happening to Global Flows? 
Globally, Citi’s Services division processes an average of more than $4 trillion in 
payment flows daily. Payment and receivable flows through the Citi payment 
network reveal that despite economic headwinds, global trade flows remain strong 
and have continued to normalize in 2023 following the pressures experienced in 
2022 after the onset of war in Ukraine. 

Payment Flows in January to September 2023 vs. January to 
September 2022 

Overall payment flows in the period from January to September 2023 fell by 13%, 
recovering slightly from the period ending in August (which saw flows down 17%). 
The Natural Resources and Clean Energy Transition (NRCET) segment exhibited 
the biggest drop in flows, posting a decline of 28% for the same period compared to 
the prior year as the impact of sanctions against Russia began to permeate through 
markets.  

Latin America payment flows increased by 29%, benefiting from a growth in flows 
across all industries. Growth in domestic flows within Mexico and Brazil also 
illustrates the economic resilience of both countries. 

  

Chris Cox 
Global Head of Trade and Working Capital 
Solutions 
Citi Services 

https://www.citigroup.com/global/insights/GPS/supply-chain-finance
https://www.citigroup.com/global/insights/treasury-and-trade-solutions/working-capital-efficiency-generates-significant-value-
https://www.citigroup.com/global/insights/treasury-and-trade-solutions/working-capital-efficiency-generates-significant-value-
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The Consumer segment showed notable growth, increasing 11% compared to the 
previous year, followed by the Industrials segment, which grew 3% from the prior 
year. Growth in flows into Mexico (up 40%), Great Britain (up 71%), and Poland (up 
108%) accounted for much of the Consumer segment flow growth, while overall 
growth of flows into EMEA (up 11%) drove much of the growth in Industrials. 

Communications flows were up 2%, albeit down nearly 28% in North America. 
Technology flows were down 8% as a whole, led by a 14% decrease in flows into 
Asia. The pressure on Technology segment flows stems from inventory challenges 
the industry continues to face. Healthcare rounds out the industry segments, down 
3%, with flows in all regions (except Latin America) decreasing. 

Figure 15. Supply Chain Shift Analysis by Sector (% Change in Payment and Receivable Flows YTD 2023 vs. YTD 2022, as of September 2023) 

 
Source: Citi Services 

 
Figure 16. Supply Chain Shift Analysis by Region (% Change in Payment and Receivable Flows YTD 2023 vs. YTD 2022, as of September 2023) 

 
Source: Citi Services 

 
Quarterly Analysis (July to September 2023 vs. April to June 2023) 

Payment flows in the third quarter of 2023 were nearly flat compared to the second 
quarter, down marginally by 0.4%. There was growth in quarter-over-quarter flows 
for Communications (up 20%), Technology (up 3%) and Industrials (up 1%). 
Decreases in flows were seen in Consumer (down 1%), NRCET (down 4%) and 
Healthcare (down 5%). Again, Latin America led other regions in growth (up 14%), 
while Asia and North America increased 5% and 1%, respectively. EMEA posted a 
decline of 5% on a quarter-over-quarter basis. 
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From the second to the third quarter of 2023, Communications was the only 
segment to show growth in all four regions, led by growth in Latin America (up 
28%), EMEA (up 25%), Asia (up 17%), and North America (up 6%). Additionally, 
growth in the Great Britain-to-Ireland corridor and the Great Britain-to-Germany 
corridor ranked as the most significant. 

Despite impressive year-to-date growth (January to September 2023) of 11% in the 
Consumer segment, quarter-over-quarter growth saw a marginal drop of 1%. 
Decreases in domestic flows in Portugal, Lebanon, and Great Britain were 
responsible for the drag in the third quarter. 

In the Industrials segment, Latin America was strong, growing 14% from the second 
to the third quarter. The decrease in domestic flows in Germany, home to a 
considerable Industrials sector, was the largest single decrease of any country-to-
country corridor. 

Figure 17. Supply Chain Shift Analysis by Region (% Change in Payment and Receivable Flows Q3 vs. Q2, as of September 2023) 

 
Source: Citi Services 

 
Figure 18. Month-on-Month Growth in Flows Across Regions 

 
Source: Citi Services 
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Why Working Capital Matters and 
How to Improve It 
While there is speculation that U.S. Federal Reserve interest rates have peaked 
and may begin declining in mid-2024, rates are currently at a two-decade high, and 
the landscape faced by corporates is starkly different from 18 months ago. The 
need for accessible financing during the pandemic highlighted the importance of 
working capital management for supply chain resilience. For much of 2023, the 
Fed’s message was “higher for longer” as it pertained to rates, pivoting later in the 
year to a message of not holding onto high rates for too long.  

Since the Global Financial Crisis of 2008 and the subsequent challenges presented 
by the 2020 global pandemic, working capital management has become a strategic 
imperative for corporate treasuries. The focus on preserving capital is increasingly 
paramount, prompting corporations to rethink their reliance on commercial paper 
issuance and revolving credit lines.  

To counter the current high cost of capital, corporations are seeking to optimize their 
cash conversion cycle (CCC). Buyers are negotiating to extend payment terms, 
while sellers are quickening the pace of receivables collection. Improving working 
capital management not only frees trapped liquidity but also allows companies to 
fuel operations, invest in strategic plans, and embrace new technologies and 
sustainability initiatives. At the same time, it delivers a higher total shareholder 
return (TSR) and return on invested capital (ROIC), ultimately enhancing a 
company’s valuation. 

Boosting Shareholder Returns 
Citi's Financial Strategy Group (Citi FSG) analyzed the relationship between 
working capital management and investor benefits for MSCI All Country World Index 
(ACWI) constituents. The conclusion was clear: Those companies that consistently 
shortened their CCC more than the sector median achieved superior cumulative 
sector-adjusted total shareholder returns compared to peers that lengthened their 
CCC. CCC shorteners achieved a TSR of 143% from 2010 to 2022, with a 
compound annual growth rate (CAGR) of 8%. In contrast, lengtheners only 
managed a TSR of 44% with a CAGR of 3% during the same period. 

The impact extends to ROIC, where consistent CCC shorteners demonstrated a 
0.4% average increase relative to their sector, while lengtheners experienced a 
0.4% decrease. Furthermore, companies with shortened CCCs exhibited superior 
median annualized sales growth of 7.4%, outpacing lengtheners at 5.9%. 

Industries with complex supply chains typically have the greatest opportunity for 
working capital savings. Within industries, working capital practices vary widely 
given unique sales cycles and supply chain challenges, particularly in the post-
COVID-19 era. This means that many companies have scope for improvement. 
According to analysis by Citi’s FSG, in 2022 there was a 91-day difference in the 
CCC of the top-quartile firms compared to the bottom-quartile firms across all 
industries. 

Andrew Betts 
Global Head of Trade and Working Capital 
Sales  
Citi Services 

Pauline Kontos 
Global Head of Trade and Working Capital 
Advisory 
Citi Services 

Gabriel Kimyagarov 
Managing Director 
Citi Financial Strategy Group 
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Figure 19. Companies that Reduced CCC had Superior TSR Figure 20. Companies that Reduced CCC Experienced ROIC 
Outperformance 

Median cumulative sector-adjusted TSR by change in CCC Average change in ROIC, relative to sector, for companies by change in CCC (% 
points) 

  
 

Source: FactSet, Citi Financial Strategy Group Source: FactSet, Citi Financial Strategy Group 
 
How to Shorten the Cash Conversion Cycle 
To enhance their CCC, corporations should analyze the components of the cash 
conversion cycle: days payable outstanding (DPO), days sales outstanding (DSO), 
and days inventory outstanding (DIO).  

To better understand how best-in-class corporates have improved their cash 
conversion cycles over time, Citi Global Trade Working Capital Advisory examined 
the evolution of different components of the cash conversion cycle for S&P Global 
1200-listed corporates (representing roughly 70% of global market capitalization) 
that shortened their CCC from 2010-22.4 

The leading driver of shortened CCC is improved DPO, with consistent CCC 
shorteners showing a median increase of 18 days. To improve DPO, corporates are 
standardizing payment terms in line with their CCC and industry peers. Many are 
partnering with banks for supply chain finance (SCF) programs, offering early 
payment of suppliers’ invoices at an attractive rate, leveraging the buyer’s often 
higher credit rating, while extending payment terms. Dynamic discounting works in a 
similar way to SCF but enables the buying company to use its excess short-term 
cash to fund early payment of approved supplier invoices, rather than using the 
balance sheet of the bank providing the SCF-liquidity management solution. 
Another lever to aid DPO improvement is letters of credit with extended terms and 
bank confirmations, which can mitigate counterparty risk as well as maximize 
working capital. 

According to Citi’s Working Capital Advisory Team, the median DSO for consistent 
CCC shorteners improved by six days from 2020 to 2022.5 Shortening DSO 
requires corporates to collect on sales faster. At the same time, customers are 
seeking ways to extend their payment terms, putting upward pressure on DSO.  

  

 
4 Citigroup is not acting in any advisory role in relation to Legal, Tax, or Accounting 
issues relating to this structure or otherwise. All companies should obtain their own 
Legal, Tax, or Accounting advice in relation to your evaluation. 
5 Citi Treasury & Trade Solutions, “Working Capital Efficiency Generates Significant 
Value,” September 2023 

https://www.citigroup.com/global/insights/treasury-and-trade-solutions/working-capital-efficiency-generates-significant-value-
https://www.citigroup.com/global/insights/treasury-and-trade-solutions/working-capital-efficiency-generates-significant-value-
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A way to address this dilemma is accounts receivable (AR) financing solutions, 
which aims to monetize receivables and remove trapped cash from DSO. The 
availability of trade credit insurance has broadened the range of AR structures 
available, helping corporates to cut DSO while simultaneously supporting their 
customers with extended payment terms. Sales finance programs can be structured 
to help expand sales abroad without tying up capital. 

Despite pandemic pressures, DIO — the time it takes a company to convert its 
inventory into sales — has improved by two days for S&P Global 1200-listed 
corporates that shortened their CCC from 2010-22. Sound inventory management is 
critical to working capital efficiency. Corporates may improve DIO by utilizing deep-
tier financing to reach further down the supply chain to support the working capital 
needs of suppliers’ suppliers. Similarly, purchase order finance supports suppliers 
through the pre-shipment phase and bolsters their ability to hold inventory on their 
balance sheets to meet the buyer’s needs. 

The Time Is Now 
In a world of elevated funding costs and growing operational complexity, a focus on 
efforts to improve working capital management can reduce dependence on external 
funding, unlock trapped liquidity, and ultimately give corporations additional strategic 
flexibility. It can: 

 Boost TSR and ROIC: Maximizing cash flow can benefit investors by supporting 
superior TSR and ROIC. 

 Improve liquidity: Better working capital management provides an added buffer 
against changes in demand by reducing the amount of cash trapped within an 
organization. 

 Expand dry powder for acquisition finance/capital expenditure: Enabling 
corporates to be opportunistic when it comes to their growth strategy. 

 Diversify funding sources: Through trade financing arrangements, qualified 
corporates may add additional sources of capital to their funding mix, reducing 
reliance on existing sources.  

 Promote supply chain stability: Proactively assess and support the working 
capital needs of the supply chain and sales channels for resilience and growth. 

To achieve these benefits, corporates should consider:  

 Setting high but realistic working capital goals by designing an optimization 
strategy based on their business model, capital needs, and industry benchmark. 

 Implementing a working capital program with a best-in-class governance 
structure that includes a champion at the senior executive level (such as CFO). 

 Harmonizing payables terms by utilizing solutions such as SCF, virtual cards, and 
corporate and purchasing cards. 

 Accelerating receivables via sales financing and portfolio AR finance. 
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2023 Supply Chain Supplier Survey 
Over the past few years, Citi Treasury & Trade Solutions has worked closely with 
supply chain finance suppliers to capture their perspectives through several 
surveys. The objective continues to be to understand the challenges and 
opportunities facing suppliers and to develop best-in-class offerings to satisfy their 
evolving needs. The breadth of Citi Supply Chain Finance (SCF) programs offers 
the ability to capture perspectives across a diverse global supplier base.  

In 2022, Citi Treasury & Trade Solutions sent global survey to a subset of suppliers 
enabled on Citi SCF programs. The goal was to understand changes in perspective 
amid the turmoil that had rattled global supply chains for the prior two years. These 
results were summarized and published in our January 2023 Citi GPS report titled 
Supply Chain Finance: Uncertainty in Global Supply Chains is Going to Stay. 

One year later in October 2023, we shared a refreshed survey with 29,000 suppliers 
enrolled in Citi SCF programs, most of whom were SMEs. The survey serves as a 
pulse check on supply chains, with 2023 largely demonstrating a return to normal 
for many industries, regions, and businesses. Although many questions in the 
survey were identical to those in the 2022 version, we introduced new questions to 
capture fresh perspectives and themes, particularly those relating to onshoring and 
nearshoring, adoption of artificial intelligence (AI) business tools, and the impact of 
rising rates and inflation.  

Supplier demographics in the 2023 survey largely mirror those from 2022, although 
there was a noticeable increase of responses from the Africa and Middle East 
region in 2023 (Figure 21). 

Figure 21. Supplier Headquarters Location Figure 22. Primary Sectors Supplied 

  

Source: Citi Treasury & Trade Solutions Source: Citi Treasury & Trade Solutions 
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Figure 23. Supplier Revenues Figure 24. Supplier Customer Locations 

  

Source: Citi Treasury & Trade Solutions Source: Citi Treasury & Trade Solutions 
 
The latest survey confirms our understanding that there has been an easing of 
supply chain pressures and challenges globally. As shown in Figure 25, when asked 
about the challenges facing their businesses in 2023, 13% of respondents stated 
they have not faced any supply chain challenges — over triple the share of 
respondents answering similarly in 2022. Moreover, 14% of respondents listed 
shipment delays as a challenge in 2023, down from 34% in 2022. Difficulty 
forecasting and planning for customer demand remained the second-most common 
challenge faced in 2023, cited by 33% of respondents. While this share is smaller 
compared to 2022 levels, it remains substantial, as businesses operate with 
uncertain global economic forecasts, influenced by monetary policy decisions and 
global geopolitical turmoil. 
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Figure 25. What Challenges Has Your Organization Faced in 2023?  

 
Source: Citi Treasury & Trade Solutions 

 
In 2023, a higher percentage of suppliers noted they were struggling with prohibitive 
financing costs and/or were having difficulty accessing financing. This was 
mentioned by 27% of suppliers, up from 21% in 2022. We note that in the time 
between the two surveys, the U.S. Federal Reserve hiked rates six times — 
bringing the federal funds rate up to 5.25%–5.5% from 3%–3.25%, as well as 
bringing the total number of rate hikes to 11 since March 2022. When asked how 
rising rates have influenced capital investment decisions, 63% of suppliers said they 
elected to be more cautious. This is particularly true for suppliers based in Asia, 
excluding India. Companies headquartered in India answered most frequently with 
“No Change” and “More Aggressive About Capital Expenditure” responses. One 
potential reason for this regional nuance is discussed later in our examination of 
regionalization and “China Plus One” strategies.  

In the January 2023 Citi GPS report Supply Chain Finance, we highlighted the 
attractiveness of SCF to suppliers from a cost of credit perspective. Even so, we 
asked suppliers if they elected to discount more or less in SCF offerings in 2023 
compared to 2022. 
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Figure 26. Has Your Company Elected to Discount More or Less in Supply Chain Financing 
Offerings in 2023 vs. 2022? 

 
Source: Citi Treasury & Trade Solutions 

 
Sixty-seven percent of respondents said they discounted more or the same as in 
2022 (Figure 26). Among the 14% who indicated discounting less, the most 
commonly cited reason was higher interest rates, followed by less working capital 
pressures due to lower order volumes (Figure 27). As observed earlier in the report, 
suppliers have seen normalization in lead times and ordering cadences. Companies 
are now better capitalized for production and are experiencing fewer “order booms” 
that can put immense stress on production and working capital, leading to potential 
backlogs and delays. 

Figure 27. Why Are You Discounting Less in Supply Chain Financing Offerings in 2023 vs. 
2022? 

 
Source: Citi Treasury & Trade Solutions 

 
Signs of easing pressures were also evident from suppliers’ comments on their new 
sales order volumes. In 2023, 48% of suppliers indicated new orders were either 
somewhat or significantly below expectations, compared to 33% in 2022 (Figure 
28). 
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Figure 28. How Do Customer New Sales Order Volumes Compare to Expectations? 

 
Source: Citi Treasury & Trade Solutions 

 
The effects of regionalization and nearshoring/onshoring of supply chains are 
evident when we break down the data by region. As shown in Figure 29, suppliers 
headquartered in China reported new sales order volumes falling below 
expectations most often. This comes at a time when the appeal of China as a 
manufacturing destination has weakened amid strained Chinese relations with the 
West, higher interest rates, and lessons from COVID-related supply chain 
disruptions. Conversely, Latin American suppliers reported the strongest new sales 
order volumes versus sales expectations, demonstrating the region’s increasing 
presence in the global trade arena. 

Figure 29. Customer New Sales Order Volumes vs. Expectations by Region 

 
Source: Citi Treasury & Trade Solutions 

 
Regionalizing supply chains is a well-documented business practice and a growing 
priority for many companies in recent years. Over one-third of respondents said 
their organization has focused on nearshoring and onshoring, with a greater 
percentage of larger suppliers opting for regionalization. For these suppliers, we 
asked a series of questions to better understand the perceived benefits and 
challenges associated with this practice.  
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Notably, 40% of suppliers perceived regionalization as leading to increased 
resilience (Figure 30), with 55% of North American suppliers sharing that view. 
However, a significant portion of suppliers noted there was either “No Change” or 
“Decreased Resilience” with regionalization. Chinese suppliers were most likely to 
respond with “Decreased Resilience” (44%), demonstrating the divergence in views 
across regions. 

Figure 30. How Do You Perceive the Impact of Regionalization on Supply Chain Risk and 
Resilience? 

 
Source: Citi Treasury & Trade Solutions 

 
When asked how regionalization will impact transportation and logistics costs, 
respondents gave mixed answers (Figure 31). However, larger suppliers were more 
likely to say regionalization has led to a reduction in costs, potentially showing their 
scale, influence on vendor relations, and ability to leverage existing infrastructure 
and processes. Latin American and North American suppliers were most likely to 
say regionalization has increased transportation costs. This highlights the regional 
differences between areas with established low-cost production-to-shipment 
infrastructure and areas that historically have imported many goods and services. 
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Figure 31. How Have Regionalized Supply Chains Impacted Your Logistics and 
Transportation Costs? 

 
Source: Citi Treasury & Trade Solutions 

 
An overall increase in costs was the top challenge associated with regionalization, 
followed by difficulties in forming new supplier relationships and obtaining workforce 
skills (Figure 32). 

Figure 32. What Are the Biggest Challenges You Have Faced With Onshoring and 
Nearshoring? 

 
Source: Citi Treasury & Trade Solutions 

 
Specifically regarding regionalization, many organizations are implementing a 
“China Plus One” strategy to diversify production and supply chain activities across 
more locations. Figure 33 highlights the countries to which suppliers have either 
already moved production or considered doing so. India was the most frequently 
mentioned country. Interestingly, when Indian-headquartered suppliers were asked 
about their biggest challenges faced with onshoring, they reported the highest levels 
of difficulty in finding a workforce with an appropriate skillset. This could potentially 
foreshadow a tougher-than-expected transition away from China and into India for 
certain companies, depending on the industry and expertise required for production. 
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Figure 33. Countries Selected or Under Consideration as Alternative Locations to China 

 
Source: Citi Treasury & Trade Solutions 

 
As in 2022, suppliers were asked to rank a number of supply chain-related 
decisions and themes on a scale from one (most important) to six (least important). 
As shown in Figure 34, just-in-case versus just-in-time inventory was the highest 
priority among respondents in 2023, whereas resilience was the top priority in 2022. 
AI and data-driven decision-making proved to be the lowest priority. 

Figure 34. How Would You Rank the Following Supply Chain Decisions in Terms of Your Organization's Priorities? 

 
Source: Citi Treasury & Trade Solutions 
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Looking further into technology deployment, only 5% of respondents reported 
having adopted some sort of generative AI tool, with 9% saying it was under 
consideration (Figure 35). 2023 proved to be a breakthrough year for generative AI, 
both in terms of applications and social awareness. We believe this technology will 
be a key metric to monitor in the coming years as business use cases and adoption 
rates continue to grow. 

Figure 35. Has Your Organization Adopted Any Generative AI Tools? Figure 36. Tools Implemented or Under Consideration 

  
Source: Citi Treasury & Trade Solutions Source: Citi Treasury & Trade Solutions 
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2023 Large Corporate Survey 
Diversification and Digitalization Are Priorities 
In 2022, Citi partnered with East & Partners, a global B2B financial markets 
research firm, to conduct primary voice-of-the-corporate research on the 
challenges, resiliency, and futures of large companies’ supply chains. The insights 
were compelling, providing a view into the challenges corporates faced related to 
their supply chains. In 2023, Citi continued its partnership with East & Partners, 
surveying over 700 respondents in December from the world’s largest and most 
complex organizations. Some questions were retained from the previous survey to 
allow for comparison, and new questions were added that were relevant to the 
current supply chain landscape.  

More than a quarter of survey respondents in 2022 shared that the war in Ukraine 
and the U.S.-China relationship were top of mind. Hence, geopolitical tensions 
ranked as one of the largest risks to supply chain funding stability. At the same time, 
having just seen the U.S. Federal Reserve deliver its fourth consecutive jumbo 75-
basis-point rate increase, 45% of respondents were concerned about economic 
headwinds: 18% feared the collapse of major suppliers in their supply chain 
network, 17% saw an economic recession as a threat, and 11% identified rising 
inflation and interest rates as their main concern. 

One year later, the effects of prolonged elevated rates continue to permeate 
different areas of operations, particularly interest expense, as preexisting debt 
continues to mature and corporates have to borrow at higher costs. Debt-linked 
interest expense has at least doubled or tripled for 50% of global respondents, while 
interest costs have more than doubled for 60% of respondents across EMEA and 
the Americas. Asia Pacific stands out as an exception: Only 35% of respondents 
saw interest costs more than double, as the low-rate environment insulated the 
region from dramatic debt finance cost increases. 

Figure 37. How Much Has Your Total Debt-Linked Interest Expense Changed in the Last 6-12 
Months? 

 
Note: Charts are for illustrative purposes only, and subject to change. 
Source: East & Partners Large Corporate Survey 2023, Citi Services 
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When asked about how their total cost of debt was being managed, some 
corporates responded they were renegotiating terms with their major lenders (35%) 
and/or investigating off-balance sheet financing (34%). Larger corporates 
sometimes seek to pursue one or both of these measures. However, smaller 
corporates — which ordinarily have weaker credit profiles — often do not have the 
same options available to them. 

Respondents to this year’s SME supplier survey appeared less optimistic than in 
the previous year regarding their outlook on sales order volume, with 48% 
confirming that sales order volume fell slightly below expectations compared to 33% 
in 2022. Responses from the large corporate survey offer an interesting 
juxtaposition, as 56% indicated that they anticipate an increase in export volumes in 
the next six months, compared to 51% in the year before (Figure 38). Overall, 
based on survey results, large corporates may be better positioned to weather 
changes in the economic cycle. Moreover, their optimistic outlook also comes at a 
time when many believe rates have peaked in the U.S. and in Europe. These 
findings underpin the importance of buyer-led financing programs and their role in 
supporting suppliers, especially those with limited access to capital. 

Figure 38. What Percentage Change in Volume Do You Anticipate in the Next Six Months For: 

 
Note: Charts are for illustrative purposes only, and subject to change. 
Source: East & Partners Large Corporate Survey 2023, Citi Services 

 
Diversification 

In 2023, we asked large corporate respondents if they were considering adopting a 
“China Plus One” strategy as a way to diversify their supply chains: 56% of global 
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Figure 39. Has Your Organization Implemented a “China Plus One" 
Strategy (Diversifying Production and Supply Chain Activities Outside 
China)? 

Figure 40. If You Answered "Yes" or "Considering," to Which Country? 

  

Note: Charts are for illustrative purposes only, and subject to change. 
Source: East & Partners Large Corporate Survey 2023, Citi Services 

Note: Charts are for illustrative purposes only, and subject to change. 
Source: East & Partners Large Corporate Survey 2023, Citi Services 
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Figure 41. Specifically, Why Are You Planning to Increase/Decrease the Number of Supply Chain Partners in Your Network? 

 
Note: Responses sum to over 100% due to multiple responses being enabled. Charts are for illustrative purposes only and subject to change. 
Source: East & Partners Large Corporate Survey 2023, Citi Services 

 
Digitalization 

This pattern of supply chain diversification comes at a time when global trade 
participants are increasingly embracing new technological and digital capabilities. 
Historically, trade has been a paper-based, labor-intensive process, making the 
industry an excellent candidate for innovation. As shown in Figure 42, 48% of large 
corporate respondents said that they will increase their spending allocation for 
newer technologies such as generative AI (with an average intended increase in 
spend of 26%). The potential rewards derived from generative AI are perceived to 
be significant: 58% of respondents expect better customer interactions, while 57% 
anticipate improved customer demand forecasting (Figure 43). Interestingly, in a 
question where respondents could select multiple answers, only 13% of the total 
responses indicated an expectation that generative AI would facilitate reductions in 
headcount. 
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Figure 42. Will You Be Increasing Your Spend Allocation for Newer Technologies, Such as Generative AI? 

 
Note: Charts are for illustrative purposes only and subject to change. 
Source: East & Partners Large Corporate Survey 2023, Citi Services 

 
Figure 43. What Benefits Are You Hoping to Realize with the Adoption of Generative AI? 

 
Note: Responses sum to over 100% due to multiple responses being enabled. Charts are for illustrative purposes only and subject to change. 
Source: East & Partners Large Corporate Survey 2023, Citi Services 

 
In 2022, respondents were asked if they were using new digital technologies, such 
as blockchain, distributed ledger technology (DLT) or marketplaces, for trade: 73% 
indicated they were not. This share dropped to 47% in 2023 (Figure 44). 
Specifically, 53% used DLT and blockchain, up from 19% in 2022. 

Reflecting the paper-based, labor-intensive nature of legacy supply chain financing 
solutions, smart contracts were selected by the largest share of respondents (29%) 
as the function yielding the greatest bottom-line benefit to large corporates (Figure 
45). Smart contracts represent an exciting use of DLT and blockchain within trade. 
By defining programable business rules, users can codify, inspect, and execute 
financing 24/7 while simultaneously reducing human error and fraud. Furthermore, 
internet of things (IoT) capabilities, such as the ability for devices to transmit and 
receive data, can amplify these benefits by providing information about measurable 
elements, such as temperature and geolocation, that could determine whether the 
terms of a contract are satisfied. 

Looking to the future, respondents identified smart contracts as their main 
investment priority in the coming six to 12 months (62%), as shown in Figure 46. 
Another important focus for investment was foreign exchange (FX) risk 
management (31%). FX risk is ever-present in global trade, and effective 
management remains a chief area of importance for multinationals, especially as 
many are considering how they might reconfigure their global supply chains. 
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Figure 44. Are You Using New Digital Technologies for Trade, Such as Blockchain, DLT, or Marketplaces? 

 
Note: Responses sum to over 100% due to multiple responses being enabled. Charts are for illustrative purposes only and subject to change. 
Source: East & Partners Large Corporate Survey 2023, Citi Services 

 
Figure 45. What Real-Time Supply Chain Funding Functions Have Had the Greatest Defined Benefit to Your Bottom Line? 

 
Note: Charts are for illustrative purposes only and subject to change. 
Source: East & Partners Large Corporate Survey 2023, Citi Services 
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Figure 46. What Real-Time Supply Chain Funding/Visibility Functionality Are You Planning to Invest In Over the Next 6-12 Months? 

 
Note: Responses sum to over 100% due to multiple responses being enabled. Charts are for illustrative purposes only and subject to change. 
Source: East & Partners Large Corporate Survey 2023, Citi Services 
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The 2023 UN Climate Change Conference (COP28) closed in Dubai with nations 
agreeing to an unprecedented transition away from fossil fuels. The agreement, 
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need for a stronger voice of business to be heard on ESG issues (24%). 
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Figure 47. With Regards to the UN COP28 Conference in the UAE in November 2023, What Is the Most Pressing Climate/Sustainability Agenda 
Item Relevant to Your Organization? 

 
Note: Charts are for illustrative purposes only and subject to change. 
Source: East & Partners Large Corporate Survey 2023, Citi Services 

 
Integrating ESG measures across supply chains can be challenging for large 
corporates. In 2022, just 3% of respondents reported they had not encountered 
issues with this and had fully implemented their ESG measures; in 2023, that 
percentage improved marginally to 5% (Figure 48). The potential main issue 
preventing greater integration of ESG measures across supply chains — in both 
years — is the lack of consistency in ESG definitions (21%). Similarly, an important 
issue for corporates when incorporating green financing into their funding plans is 
the absence of agreed and clear definitions of green finance (35%), as shown in 
Figure 49. Meanwhile, 38% of respondents said they encountered limited availability 
of suitable debt funding products. 

In line with these findings, 37% of respondents had no sustainability-linked loan 
(SLL) or similar borrowings planned (Figure 50). Embedding ESG incentives, 
particularly within supply chain funding structures, remains an important way for 
corporates to progress their ESG mandates. Export and Agency Finance can be a 
driver to help corporates finance their transition strategies, enabling both public and 
private financing for a defined use of proceeds, which can be green, social, or 
sustainability-focused. 

Green-linked supply chain financing was selected by 22% of respondents as a 
sustainability-linked solution they plan to utilize in the next six to 12 months — 
second only to term secured loans (24%). Large global relationship banks provide 
multinational corporates with trade services and potential solutions to meet the 
organizations’ needs. 
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Figure 48. What Is the Main Issue Preventing Greater Integration of ESG Measures Across Your Supply Chain? 

 
Note: Charts are for illustrative purposes only and subject to change. 
Source: East & Partners Large Corporate Survey 2023, Citi Services 

 
Figure 49. What Issues Have You Faced Incorporating Green Financing in All Its Developing Forms Into Your Corporate Funding Plans? 

 
Note: Responses sum to over 100% due to multiple responses being enabled. Charts are for illustrative purposes only and are subject to change. 
Source: East & Partners Large Corporate Survey 2023, Citi Services 
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Figure 50. What Sustainability-Linked Loans (SLL) or Financing Are You Planning in the Next 6-12 Months? 

 
Note: Responses sum to over 100% due to multiple responses being enabled. Charts are for illustrative purposes only and are subject to change. 
Source: East & Partners Large Corporate Survey 2023, Citi Services 
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profound impact on inventory management strategies. Corporates moved from a 
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liquidity; 32% plan on investigating DLT and blockchain solutions (Figure 51). 
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Figure 51. What Measures Are You Planning to Undertake to Relieve Cashflow Constraints/Release Trapped Liquidity in the Next 6-12 Months? 

 
Note: Responses sum to over 100% due to multiple responses being enabled. Charts are for illustrative purposes only and are subject to change. 
Source: East & Partners Large Corporate Survey 2023, Citi Services 
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Figure 53. What Percentage of Your Working Capital Is Tied Up in Days 
Payable Outstanding (DPO)? 

  
Note: Responses sum to over 100% due to multiple responses being enabled. Charts 
are for illustrative purposes only and are subject to change. 

Note: Responses sum to over 100% due to multiple responses being enabled. Charts 
are for illustrative purposes only and are subject to change. 
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Boosting Supply Chain Resiliency  
For companies of all sizes, and particularly small and medium-sized enterprises 
(SMEs), working capital is a key component of holistic treasury management, 
especially at a time when many corporates are facing elevated borrowing costs. 
Periodically, and through different periods in the economic cycle, corporates can 
unlock value by revisiting these strategies and adopting solutions that are 
supportive of both their current business and future goals.  

Working Capital Optimization 
The intent behind any working capital optimization strategy is the same for both 
large or small companies — to adopt an efficient working capital operating strategy, 
which is in line with industry standards, building in resiliency to withstand disruption, 
and maintain ample liquidity for operations and investment in strategic initiatives for 
growth. However, SMEs face additional challenges compared to their larger peers. 
High interest rates have a greater impact on SMEs, which often have more limited 
access to capital and face higher borrowing costs than larger firms, underscoring 
the importance of stable access to liquidity for these businesses. 

As noted by Citi’s economists earlier in this report, economic growth could slow in 
2024 as higher interest rates impact the global economy. Improving the efficiency of 
inventory holdings will therefore continue to be an area of focus: Certain industries 
can benefit from maintaining lean inventory holdings; for others, maintaining buffer 
stock outweighs the opportunity cost of having insufficient inventory to meet 
customer demand. There are many well-known tools available to treasurers to 
formulate a working capital strategy and improve the resiliency of their supply 
chains. However, corporates large and small are considering working capital 
solutions in order to maximizing liquidity.  

Supporting Supply Chain Resiliency 
Corporates with a global presence have been extremely active in managing 
payment terms as a way to maximize working capital for some time. While 
organizations are focused on maximizing working capital efficiency, they also 
appreciate the fragility of their global supply chains and recognize the importance of 
maintaining their suppliers’ resiliency throughout the economic cycle and especially 
during times of high borrowing costs. 

Buyers can support suppliers by implementing a supply chain finance (SCF) 
program. SCF has been available for over 20 years and is the preferred tool of 
global corporates for supporting working capital initiatives while simultaneously 
embedding resiliency within their supply chains by providing suppliers with a 
channel to access reliable funding at an efficient rate. Public-sector partners can 
amplify these programs to reach the most vulnerable suppliers. In the SME supplier 
survey, increased cost of goods sold and raw materials was the number-one 
challenge faced by respondents. Dynamic discounting is one way that buyers can 
counteract these margin pressures by enabling suppliers to receive early payment 
from their customers at a favorable rate, with the buyer realizing the discount as a 
cost reduction.  
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Corporates recognize the detrimental effects a supplier collapse would have on their 
overall supply chains. Product offerings such as purchase order (PO) finance and 
deep-tier finance focus on extending financing deeper down the supply chain, 
ensuring capital reaches those companies that need it most. PO finance is growing 
in popularity to support the needs of SME suppliers by providing financing at the 
purchase order stage. It offers pre-shipment financing to support suppliers’ upfront 
working capital needs and their ability to fulfill larger buyers’ orders. PO finance is 
helpful in this environment, as suppliers are tasked with holding higher levels of 
inventory. Deep-tier finance can support the needs of tier 2 and tier 3 suppliers to 
ensure that they are able to access financing at an efficient rate.  

Aligning ESG and Trade Finance Objectives 

Making meaningful progress on sustainability issues remains both a challenge and opportunity for global corporates large and 
small. As corporates consider their overall working capital strategy, it is important to recognize that trade finance solutions can 
play a key role. 

Corporates can partner with a large global relationship bank, such as Citi, to tailor a potential solution that meets their specific 
goals. Trade services such as supply chain finance and trade and working capital loans are flexible and well suited for 
sustainability-related adaptations. Third-party providers can help corporates define the criteria that matters most to them and 
devise a framework to enable them and their suppliers to gauge their position and progress on these measures. 

For example, when a European industrial and consumer conglomerate wanted to accelerate its sustainability journey in Asia, it 
realized that it needed to join forces with its suppliers, which can also impact relevant sustainability metrics of the producer. 

The solution was a sustainable supply chain finance program aimed to increase and incentivize sustainability practices across 
the ecosystem. Under this system, the buyer worked with Citi to build out a second program for suppliers that could meet its 
sustainability metrics to apply for and potentially qualify for financing at a preferential rate. The buyer partnered with a 
sustainability rating provider to provide independent assessments, which are reviewed accordingly. 

 
Facilitating New Trade Opportunities 
As corporates reexamine their global supply chain footprint and devise new 
offerings, SMEs have an opportunity to insert themselves into new and existing 
global trade corridors. Selecting the right working capital strategy can be accretive 
to corporates’ cross-border ambitions. For corporates operating across borders, 
trade finance solutions are an important component of a company’s holistic 
financing and risk mitigation structure.  

Sovereign governments have long helped manufacturers export goods to the rest of 
the world. Increasingly, they also play a role in helping their home countries secure 
access to critical components and materials. Export credit agencies (ECAs) are an 
important partner to global corporations; many are now embracing new applications 
for their offerings.   

As global trade patterns are revaluated, companies are trading with new suppliers 
and new customers. To help mitigate cross-border risk and counterparty risk, letters 
of credit (LCs), one of trade financing’s oldest tools, are an important solution for 
corporates of any size to facilitate trading activities. Through features such as 
extended payment terms and LC discounting, these traditional trade financing 
products can also enhance the efficiency of working capital management. 
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ECA Financing Supports Groundbreaking Manufacturing Facility 

To help meet the fast-growing demand for electric vehicles (EVs) in North America, Solus, a major producer of copper foil used 
in EV batteries, sought to build a copper foil manufacturing facility in Canada, the first of its kind in North America. 

To bring Solus’ ambition to fruition, it wanted to employ an export credit agency (ECA) financing structure. The transaction was 
supported by a consortium of financial services firms and was unique in that it involved a partnership between Korea Trade 
Insurance Corporation (K-SURE) and Export Development Canada (EDC), a first for the two ECAs. 

In Canada, copper foil is a key component in EV battery production and the plant provides a stable supply of an essential 
component with growing demand. The transaction also resulted in substantial foreign direct investment in Canada and will 
support the creation of high-skill and high-wage jobs. 

 
Supporting Sales and Customer Resiliency While 
Managing DSO 
Companies are looking for ways to satisfy their customers’ requests for longer 
payment terms while simultaneously limiting the impact to days sales outstanding 
(DSO). Treasurers place a premium on liquidity given the uncertain economic 
outlook and are keen to collect on sales faster. Enhancing liquidity can not only help 
organizations weather volatility, but it also allows them to exploit opportunities as 
they emerge. 

Accounts receivable (AR) finance solutions are already utilized by corporates of all 
sizes around the world as a way to supplement liquidity while managing DSO. 
Increasingly, savvy treasurers are using structured solutions, such as portfolio 
accounts receivable finance, which can be tailored to a corporate’s specific needs 
and offers an efficient mechanism for infusing sales channels with liquidity. 

Trade credit insurance has existed for some time and has been an effective tool to 
mitigate risk on a single customer and portfolio basis. Governments in many 
countries, including India and Bahrain, have adapted their trade credit insurance 
policies to enable their local corporates to seize opportunities.6 By securing 
insurance coverage and digitalizing the receivables monetization process, global 
corporates and their banks have been able to reshape AR finance into a modern 
offering that provides efficient funding. 

Where jurisdictions permit, corporates are enhancing their AR finance programs 
through the inclusion of tax receivables, such as the ones offered by countries’ 
research and development (R&D) incentives.7 The windfall from the monetized tax 
receivables can give organizations, especially smaller ones, an important source of 
liquidity, especially when looking for ways to finance R&D and strategic 
investments.  

  

 
6 IRDAI Issues Revised Trade Credit Insurance Guidelines, The Times of India, 
September 10, 2021; Export Bahrain Signs MoU with ICIEC to Broaden Export Credit 
Insurance Solutions, Bahrain News Agency, June 5, 2022. 
7 Citigroup is not acting in an any advisory role in relation to Legal, Tax, or Accounting 
issues relating to this structure or otherwise. All companies should obtain their own 
Legal, Tax, or Accounting advice in relation to your evaluation. 

https://timesofindia.indiatimes.com/business/india-business/irdai-issues-revised-trade-credit-insurance-guidelines/articleshow/86079289.cms?from=mdr
https://www.bna.bh/en/ExportBahrainsignsMoUwithICIECtobroadenexportcreditinsurancesolutions.aspx?cms=q8FmFJgiscL2fwIzON1%2BDrkf1IYtz001PkWn0MRr7%2Bg%3D
https://www.bna.bh/en/ExportBahrainsignsMoUwithICIECtobroadenexportcreditinsurancesolutions.aspx?cms=q8FmFJgiscL2fwIzON1%2BDrkf1IYtz001PkWn0MRr7%2Bg%3D
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For corporates operating in jurisdictions with restrictive capital controls, rather than 
committing their own capital to a region, trade and working capital eLoans offer a 
valuable alternative that can help organizations avoid cash pooling in jurisdictions 
with strict currency controls. By using a lender’s capital for working capital as 
opposed to their own, corporates can avoid having to inject liquidity into countries 
where they cannot easily repatriate funds. 

AR Solution Leverages R&D Inventive to Provide Cost Efficient Liquidity 

For many corporates, research and development (R&D) accounts for a significant portion of their capital expenditure. For 
governments, incentivizing R&D can be a significant contributor to economic activity, yielding quality jobs within their country, 
among other benefits. While several countries offer some form of R&D tax incentive, few are as generous as France.  

For one major global original equipment manufacturer (OEM), France’s R&D tax incentive programs yield a refund in excess of 
€100 million annually. To prevent these medium-term receivables from pooling on its balance sheet, the OEM chose to partner 
with a financial services intermediary and discount these receivables in the market. 

Since the obligor is the French government, Citi was able to structure an accounts receivable financing arrangement that 
provides the OEM with a cost-efficient diversified source of liquidity. The transition enables the clients to tap an efficient source 
of liquidity that it can then reinvest back into its business. 
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Empowering Growth: How to Unlock Supply 
Chain Finance for Emerging Market SMEs 
International Finance Corporation (IFC), a member of the World Bank Group, 
supports the private sector in developing countries with the goal of promoting 
sustainable economic development by encouraging private investment and 
entrepreneurship.8 It launched a Global Trade Finance Program to facilitate bank 
trade financing in 2004, and a Global Trade Supplier Finance Program to provide 
short-term, post-shipment capital to emerging market suppliers in 2010. 

Despite the availability of these programs, suppliers in emerging markets continue 
to face a number of challenges in accessing cost-effective finance as well as a 
number of perceived high risks. In addition, there is often insufficient company 
financial performance data, which makes risk assessment and compliance difficult 
for financial institutions. A third challenge is the high cost of supplier onboarding by 
banks. Buyers encounter similar problems in accessing stable liquidity because of 
limited credit information and concerns about macro risk and country ratings. 

The confluence of these factors creates an environment where banks and other 
financial institutions are unwilling or unable to provide finance. Due to high interest 
rates, finance options are limited for many small and medium-sized enterprises 
(SMEs) in emerging markets. As a result, these companies may not be able to 
obtain the financing needed for new business opportunities (such as the 
reconfiguration of trade corridors now underway), and increased growth to spread 
prosperity. 

Leveraging IFC’s Capacity to Mitigate Risk 
Supply chain finance (SCF) is based on a simple principle: By using the (stronger) 
credit rating of the buyer, suppliers have the option to access liquidity based on 
agreed-upon pricing. This model works well in developed markets, but it is still 
uncommon in developing markets. As a result, while the potential market for SCF is 
estimated to be worth around $17 trillion globally, most of this is untapped.9 Many 
emerging market banks barely engage in SCF. For example, a recent joint 2023 
ICF-World Trade Organization report found that SCF currently supplied by local 
banks in Cambodia and Vietnam accounts for just 2% available trade finance.10  

IFC estimates that globally, as much as 80% of eligible SCF assets could be 
financed by banks.11 But for this to happen, especially in emerging markets, a risk 
mitigation mechanism is required. IFC is well-placed to provide that mechanism. 
Over the past year, it has been working on overcoming some of the hurdles 
associated with channeling finance to SMEs in emerging markets. 

  

 
8 International Finance Corporation, “Who We Are,” Accessed January 11, 2024. 
9 International Finance Corporation, “Supply Chain Knowledge Guide,” December 22, 
2019. 
10 International Finance Corporation and World Trade Organization, “Trade Finance in 
Mekong Region,” December 13, 2023. 
11 International Finance Corporation, “Supply Chain Knowledge Guide,” December 22, 
2019. 
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“As so much economic activity in emerging markets is linked to global supply 
chains, extending our risk mitigation support to facilitate supply chain finance was a 
natural next step for IFC,” says Nathalie Louat, Global Director of Trade and Supply 
Chain Finance at IFC. To this end, IFC has now established a Global Supply Chain 
Finance Program (GSCF) for suppliers and buyers in emerging markets. As well as 
having a broad focus on SMEs in emerging markets, the GSCF specifically seeks to 
support women-owned businesses, which typically find it harder to access finance. 
In addition, the program will support suppliers committed to improving their 
sustainability credentials (which count towards buying companies’ Scope 3 targets 
in the case of carbon emissions) by offering preferential access to financing. 
Suppliers seeking to qualify must have their sustainability commitments 
independently verified on a regular basis. 

IFC is leveraging the power of the private sector and amplifying the impact of its 
financial commitment to developing countries. However, there are thousands of 
suppliers and buyers around the world. IFC therefore needs partners to bring the 
GSCF to life, enabling buyers to build relationships with reliable suppliers and aiding 
suppliers to source dependable financing. 

Citi supports IFC in its objectives to incentivize sustainable supply chain financing 
and the diversification of economic activity. The GSCF leverages Citi’s supply chain 
finance leadership and global network to support business origination from Citi 
clients’ supply chains. “Our strategic partnership with IFC will facilitate last mile 
financing to the smallest suppliers in the most difficult markets,” says Parvaiz Hamid 
Husen Dalal, Global Head of Payables Finance at Citi. “It will enable Citi clients to 
grow their supply chains in emerging markets all over the world by leveraging IFC’s 
emerging market expertise and ability to mitigate the risks associated with these 
suppliers.” 

A Transformative Impact on Businesses and Communities 
IFC has now launched a $300 million GSCF pilot with Citi (initially in Mexico) to test 
the concept; this is expected to be expanded to other countries in Latin America and 
also in Asia shortly. “The program will cover both investment grade buyers and non-
investment grade buyers,” says Makiko Toyoda, Global Head of the Global Trade 
Finance Program and the Global Supply Chain Finance Program at IFC. 

“In addition to working with large providers of supply chain finance such as Citi, we 
would also like to introduce the product to smaller banks that currently have no 
supply chain offering or knowledge of the product,” adds Toyoda. “To enable this to 
happen, we are working with regulators worldwide to help develop rules that would 
facilitate supply chain finance.” Ultimately, IFC believes this program could be as 
sizeable as its traditional trade finance programs, which reached $10 billion in the 
past year. 

In today’s environment of high interest rates, low credit availability, and economic 
uncertainty, the support offered by GSCF could be monumental in the immediate 
term, says Louat. “But in the longer term, by enabling these small suppliers to play a 
more significant role in the global economy and enhancing their resilience, it could 
have a transformative effect on businesses and communities in developing 
countries around the world. The GSCF can aid job creation and poverty reduction, 
and boost efforts to improve sustainability and reduce the worst impacts of climate 
change.” 
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How to Expand Credit Capacity and 
Boost Global Trade 
As the world emerges from the unprecedented disruption of the pandemic, 
geopolitical tensions are rising.  

The broader macroeconomic landscape has also become more complex. Many of 
the certainties associated with the international order of the post-World War II era, 
such as open markets and free trade, have been challenged. A backlash against 
globalization combined with U.S.-China trade tensions has resulted in a more 
fragmented economic system.  

While fragmentation is an ongoing process, there has already been a substantial 
reallocation of trade flows between the U.S. and China, with the U.S. becoming less 
reliant on imports from China following the imposition of bilateral tariffs in 2018. At 
the same time, the share of Chinese imports sourced from the U.S. has fallen. It is 
important to note, however, that trade patterns are dynamic: The EU has increased 
its reliance on China over the same period, as measured by import share.12  

Nevertheless, the long-term costs of these trends could be significant. The 
International Monetary Fund (IMF) calculates that new trade barriers introduced 
annually nearly tripled since 2019 to almost 3,000 in 2022.13 It estimates that 
international trade restrictions could reduce global GDP by as much as 7% in the 
long run, or about $7.4 trillion in current dollars.14  

In response to this increasingly complex and challenging environment, companies 
of all sizes are seeking tools to facilitate trade and mitigate risk. Around 80% to 90% 
of global trade volumes of $25.3 trillion in 2022 mitigated risk in some way, either 
through the use of letters of credit (LCs), factoring, credit default swaps (CDSs), or 
trade credit insurance.15 

Many of these tools have long existed — LCs were first used in the 18th century, 
and factoring began in England as far back as the 13th century. However, some are 
not applicable in all circumstances. For instance, LCs are only available for short 
tenors, while CDSs cover only a limited range of buyers. Tools and markets that 
have broader applicability have therefore flourished. Most notably, trade credit 
insurance volumes are soaring and the market is rapidly innovating; the factoring 
market is also evolving in response to global demand. Ultimately, these 
developments are likely to benefit the broader trade industry and global economy. 

  

 
12 Justin R. Pierce and David Yu, “Assessing the Extent of Trade Fragmentation,” Board 
of Governors of the Federal Reserve System, FEDS Note, November 2, 2023. 
13 IMF, “The High Cost of Global Economic Fragmentation,” The IMF Blog, August 28, 
2023. 
14 Ibid. 
15 Antoine Gillioz and Arnaud Vanolli, Credit and Surety in the Age of Economic 
Uncertainty, Swiss Re Institute, September 2023; World Trade Organization, Global 
Trade Outlook and Statistics, April 5, 2023. 
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Trade Credit Insurance Is Rising to the Challenge 
In the years before the pandemic, the use of trade credit insurance was primarily 
focused on single names that were perceived to pose a particular risk. During the 
pandemic itself, trade credit insurance dwindled as widespread government 
intervention and support largely replaced credit insurance’s risk mitigation role in 
trade. Since the pandemic ended, trade credit insurance has once again come to 
the forefront — but in a different form. Rather than a focus on risk defeasance for 
single names, there is now widespread adoption of portfolio-based solutions. The 
reasons for this are many and varied. 

First, the disruption to trade patterns caused by the pandemic and geopolitical 
tensions have prompted a reconfiguration of trade routes and roles as many 
corporates reconsider regional and global opportunities. Faced with political and 
other risks they have potentially never encountered before — including the growing 
risk of counterparty insolvency in many countries as rates have risen — corporates 
have sought more widespread risk mitigation. They are now considering monetizing 
their entire portfolio by using trade credit insurance. The changing treasury 
environment may also be encouraging CFOs and treasurers to seek off-balance 
sheet solutions to mitigate risk and potentially improve their financial metrics. 

Second, insurance companies have considered offsetting their high fixed costs by 
ramping up business in the wake of the pandemic. Many insurance companies have 
significant amounts of capital that they are eager to deploy. They are therefore 
considering insurance coverage across a wider range of industries than in the past 
(e.g., including retail and airlines, which were previously off limits). They have also 
extended their horizons when it comes to tenors. In the past, insurance generally 
only covered shorter tenor receivables, but long tenor receivables are now 
becoming more common.  

Third, most banks have sought to maintain wallet share as their clients have 
expanded regionally and globally. However, banks’ credit capacity is generally 
regulated and therefore limited. Consequently, they have turned to the trade credit 
insurance market, which — as described above — now covers a wider range of 
industries and tenors. Consequently, certain banks have deployed structures such 
as synthetic securitization that use portfolio-based approaches. For banks, these 
structures may significantly lower risk. Typically, an insurance wrap will offer 
indemnity coverage of 90%-95% across a mixed portfolio of investment-grade and 
non-investment grade names, resulting in more attractive blended pricing for clients. 
Ordinarily, the seller has a small percentage as a so-called deductible (representing 
the first loss on the portfolio). 

As the market has evolved, banks have also become increasingly innovative. In 
2022, Citi became the first bank to launch a long-tenor insurance policy facilitating 
longer-term business contracts, which may extend to four or five years. Citi has also 
developed multi-seller insurance policies so that rather than a policy being created 
for each individual seller — which is not viable for small sellers — an umbrella 
portfolio groups together multiple small-ticket sellers.16 

  

 
16 These products are subject to Citi’s internal requirements and available to qualified 
institutional clients. 
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Unlocking U.S. Bank Capacity 
Today, European banks may benefit from offering synthetic securitization structures, 
as European regulators allow probability of default (PD) substitution — the risk of 
the obligator can be substituted with that of an insurer.17 Consequently, European 
banks may benefit from a lower risk weight and more attractive capital treatment, 
which results in a more efficient asset base. In addition, the sale of receivables on a 
“true sale” basis may lead to their derecognition from the corporate balance sheet 
and their replacement with cash.18  

In an effort to level the playing field — and unleash their balance sheets to the 
benefit of the global economy — U.S. banks, insurance companies, insurance 
brokers, regulatory lawyers, and trade associations have partnered together through 
the International Trade and Forfaiting Association (IFTA) and International 
Association of Credit Portfolio Managers (IACPM). 

Specifically, the IFTA and IACPM are encouraging PD substitution changes similar 
to those taken in Europe in three specific areas: 

1. Insurance companies should be included under the eligible guarantor 
definitions given their robust balance sheets and highly supervised and 
regulated nature. 

2. Insurance policies should be allowed as an eligible guarantee, as they meet all 
nine Basel requirements, such as unconditionality and timeliness of payment.  

3. By including insurance companies under the eligible corporates or eligible 
financial institutions category, they would receive a risk weighting of 20% to 
40% rather than the current 100%. 

The ITFA and IACPM industry forum is seeking some form of no-objection from U.S. 
regulators so that U.S. banks can play a more extensive role as the global trade 
insurance market grows. Leveling the playing field would benefit U.S. banks’ capital 
treatment of trade insurance products in particular. 

The global trade insurance market was estimated to be worth approximately $13.9 
billion in 2022, covering 13.16% of global trade, based on World Bank data.19 
Today, Europe, the Middle East and Africa (EMEA) represent the largest share of 
the market at around 59% (compared to 80% two decades ago).20 The fall in 
EMEA’s share of the overall market is largely a consequence of growth in Asia’s 
share to around 26%.21 In contrast, growth in the Americas, which represent around 
12% of global trade insurance, has been tepid. If the capacity of U.S. banks is 
unlocked by adopting similar capital treatment rules to those in Europe, companies 
across the Americas could enjoy a welcome increase in the availability of finance. 

 
17 Ben Roberts, “The Development of the U.S. Credit Insurance Market,” Global Trade 
Review, November 4, 2022. 
18 IMF Committee on Balance of Payment Statistics, “F.14 Treatment of Factoring 
Transactions,” October 18, 2022; Citigroup is not acting in any advisory role in relation to 
Legal, Tax, or Accounting issues relating to this structure or otherwise. All companies 
should obtain their own Legal, Tax, or Accounting advice in relation to your evaluation. 
19 International Credit Insurance & Surety Association, “Estimating the Impact of Trade 
Credit Insurance in World Trade,” November 11, 2023. 
20 Antoine Gillioz and Arnaud Vanolli, Credit and Surety in the Age of Economic 
Uncertainty, Swiss Re Institute, September 2023. 
21 Ibid.  

https://www.imf.org/external/pubs/ft/bop/2022/pdf/39/22-06a.pdf
https://www.imf.org/external/pubs/ft/bop/2022/pdf/39/22-06a.pdf
https://icisa.org/news/estimating-the-impact-of-trade-credit-insurance-in-world-trade/
https://icisa.org/news/estimating-the-impact-of-trade-credit-insurance-in-world-trade/
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The Role of Factoring 
While trade insurance has a crucial role to play in facilitating global trade, the off-
balance sheet benefits afforded by synthetic securitization are not a priority for the 
SMEs that contribute up to 40% of GDP in emerging economies.22 Instead, these 
companies require liquidity and have traditionally sold their receivables to factors on 
a full recourse basis at loan-to-value (LTV) ratios of 60% to 80%. While the cost of 
finance associated with factoring is relatively high at 8% to 10% (due to the potential 
insolvency risk of SMEs), it provides a lifeline for many sub-investment grade 
companies that are often unable to access traditional bank financing.  

There are now more than 1,000 factors globally, with volumes reaching €3.7 trillion 
in 2022 as many banks have created their own factoring subsidiaries.23 Factoring 
typically has two components: providing capital to the client (which requires a line of 
credit from banks) and collections.  

One key historical barrier to growth is the technology infrastructure needed to 
provide real-time visibility of collections to clients, as well as clear legal frameworks 
to ensure they are authorized to collect from buyers in multiple countries. The 
extensive adoption of machine learning, natural language processing, and artificial 
intelligence is expected to lower technology infrastructure costs significantly and 
unlock lucrative expansion opportunities for factoring in the years to come. The 
Brainy Insights, a market intelligence firm, forecasts an increase in the value of the 
global invoice factoring market from $2.7 trillion in 2022 to $6 trillion by 2032.24  

Factoring clients are also becoming savvier. Many now shop around between 
multiple factors to find attractive pricing. Indeed, some companies now obtain 
insurance coverage of their own accord in order to lower costs, as factors typically 
add a margin over the cost of the insurance cover that they utilize. 

 

  

 
22 The World Bank, “Small and Medium Enterprises (SMEs) Finance,” accessed January 
3, 2024. 
23 FCI, Annual Review 2023, June 2023.  
24 Brian Canup, “Global Invoice Factoring Market Poised for Exponential Growth by 
2032,” Trade Finance Global, last modified December 7, 2023. 

https://www.worldbank.org/en/topic/smefinance
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Digitalization and Innovation 
Trade Digitalization: Why Data Reigns 
Supreme 
Trade finance is a crucial facilitator of global commerce, providing essential 
financing and risk mitigation to a broad spectrum of supply chain participants. 
Historically, trade finance has been anchored in manual, paper-based processes 
with protracted transactional periods. Now, it is undergoing a transformation driven 
by a confluence of technological advancements, changing organizational structures, 
market demands, new entrants, and regulatory developments. 

The importance of technological developments to this transformation cannot be 
overstated. Trade finance processes are being enhanced — or, in some cases, 
replaced entirely — by a combination of technologies such as artificial intelligence 
(AI) and machine learning (ML), robotics, application programming interfaces 
(APIs), cloud computing, the internet of things (IoT) such as the ability for devices to 
transmit and receive data, optical character recognition (OCR), and blockchain. 
These digital innovations can bolster operational efficacy, cut costs, reduce fraud, 
and increase transparency. 

Key to utilizing innovative technologies —like digitalization, and data-centric 
strategies — is the more effective use of data. They ability to use these 
technological developments and data in trade has the potential to empower 
stakeholders to make more informed decisions, refine their professes, and mitigate 
risks. However, until recently, the effective use of data and these technologies has 
been hindered not only by paper-based processes but also due to data’s 
fragmentation throughout the trade ecosystem. 

The Data Imperative 
There is an urgent need across trade and trade finance needs to capture data more 
efficiently and accurately. Data needs to be aggregated and stored in accessible 
locations and formats, enriched (where appropriate), and made available both 
internally (to optimize the business and operating model) and externally (to supply 
chain partners and the wider trade ecosystem).  

Better acquisition and utilization of data opens the doors to improvements in trade 
finance such as: 

 Enhanced risk assessments: Data-driven analytics can provide financial 
institutions with additional tools to assess a borrower's creditworthiness and 
evaluate the risks involved in trade transactions. By having access to both real-
time and historical data, institutions can create sophisticated credit scoring 
models, which greatly improve risk management strategies and contribute to 
better-informed lending decisions. This advanced technological approach to 
credit analysis highlights the essential role of data in shaping the future of 
financial prudence and decision-making. 
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 Elevated efficiency through automation and data integration: The 
harmonious blend of data integration and automation can revolutionize trade 
finance operations, ushering in a new era of efficiency. By reducing the need for 
manual inputs, these advancements significantly reduce errors and accelerate 
transaction cycles. Data-driven trade finance platforms are at the heart of this 
transformation, facilitating a seamless flow of information, automating the 
verification of documents, and expediting transaction processes. The combined 
power of automation and data has the potential to profoundly enhance overall 
operational efficiency in trade finance. 

 Augmented transparency and regulatory conformity: Data-centric 
approaches in trade finance may significantly elevate transparency and 
compliance, by offering a clearer view into transactional activities, supply chain 
dynamics, and regulatory obligations. This enhanced visibility plays a crucial role 
in mitigating, but not eliminating risks associated with fraud, money laundering, 
and terrorist financing, while ensuring strict adherence to international trade 
norms. The focus is on pioneering proactive solutions, rather than simply reacting 
to events.  

 Enhanced supply chain finance through data mastery: Supply chain finance 
is being transformed by the amalgamation of data analytics and IoT technologies. 
This fusion enables real-time scrutiny and analysis of intricate supply chain data, 
empowering financial institutions to offer nuanced financing solutions aimed at 
providing solutions. These solutions are based on verifiable metrics such as 
inventory levels, production outputs, and delivery efficacy and may help support 
much-needed liquidity into the supply chain. On the back of analysis on deep-tier 
financing and working capital within supply chains, Citi launched a novel digital 
interface for trade operations, prioritizing data-driven digitalization to enhance 
processing speeds and reduce response times. This digital transformation not 
only aims to provide tools for risk management, but also brings a level of 
transparency to traditionally opaque processes.  

 Exploring new horizons in trade finance: The abundant data available from 
trade finance processes has the potential to shed light on market dynamics, 
consumer behavior, and other Citi Trade Services opportunities. This rich data 
reservoir is a treasure trove for financial entities and stakeholders, seeking to 
unlock previously uncharted markets, use innovative products, and elevate their 
trade services. Banks and corporates’ ability to use and input data through 
technological integrations help banks offer tailored trade finance solutions to 
address its clients’ unique challenges. 

Navigating Data's Dual-Edged Sword 
Data and analytical technologies are becoming increasingly vital for leading trade 
finance business processes. The vast majority of trade finance data offers valuable 
insights, but significant and multifaceted challenges remain. To truly benefit from 
this data, a comprehensive approach is imperative. 
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 Elevating data fidelity and conformity: The quest for data precision, integrity, 
and standardization across diverse systems and global participants presents a 
formidable challenge. Technologies such as IoT and OCR generate massive 
volumes of often unstructured data due to standardization issues. 

Multiple technologies may offer solutions. For instance, big data analytics can 
play a crucial role in organizing and interpreting data, enhancing customer 
understanding across various products and markets as well as aiding decision-
making by improving transparency and providing deep insights into client 
behavior. Blockchain, and the distributed ledger technology (DLT) that underpins 
it, have the potential to serve as a foundational framework, enhancing the 
efficacy and security of data utilization. The industry is engaged to encourage 
standardization in international frameworks, fostering broader adoption and 
integration.  

 Safeguarding data sanctity and privacy: As trade finance evolves, the growing 
reliance on data brings to the fore concerns surrounding privacy, security, and the 
risk of data breaches. Implementing robust cybersecurity measures, establishing 
comprehensive data protection frameworks, and adhering to secure data-sharing 
protocols are essential to sustain trust and assurance within the trade finance 
ecosystem.  

 Cultivating skills and expertise: Trade finance demands a cadre of expert 
professionals who are proficient in data analytics, machine learning, and the 
latest technological innovations. Cultivating a pool of talent endowed with these 
essential skills and knowledge is paramount to moving to a data-centric trade 
finance landscape. It is essential to evolve traditional skills to align with 
contemporary demands; proficiency in data comprehension and management is 
now indispensable for roles across the spectrum, from sales to operations. 
Mastery of data is now a cornerstone of effective leadership and management in 
a modern trade finance department.  

Banks’ Data Challenges and Opportunities  
Digital transformation in trade finance extends beyond traditional banking entities to 
include innovative startup players. Furthermore, this digital shift is increasingly 
propelled by small and medium-sized enterprises, as they modernize internal 
processes and engage in trade on specialized digital platforms, thereby enhancing 
their access and position within the trade and supply chain finance landscape.  

Nevertheless, banks remain at the heart of trade finance, and overcoming the 
industry’s data-use challenges will benefit the broader trade finance industry. 
Namely, the quantity of accurate and relevant trade information available to banks 
and their clients is fundamental to improving broader access to trade information. A 
digitally-focused data approach, using digital tools, can facilitate reciprocal 
information sharing, helping banks to quickly and accurately assess a client’s risk 
profile and thereby increase the client’s chances of obtaining finance.  

Analytical technologies are also potentially valuable to banks and their clients, not 
only in managing huge volumes of data but also in working with data that is sparse. 
They are particularly useful for clients with an insufficient credit history: These 
technologies can generate accurate credit scores based on actual risk profiles, not 
just credit history. 
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The ability to organize and analyze vast datasets allows for the incorporation of 
non-traditional data sources such as logistics; inventory; and sustainability metrics, 
enabling financial institutions to more accurately assess clients’ creditworthiness, 
and obtain verification on sustainability matters. This comprehensive data analysis 
enhances clients’ prospects of securing finance by enabling them to present 
accurate financial information to a variety of potential lenders. 

The main hurdles to implementing big data analytics in trade finance revolve around 
acquiring quality data and aligning resources. Banks face difficulties in digitizing 
vast quantities of paper-based trade finance data, for instance. OCR is a key tool to 
address this problem. 

Another challenge with implementing and using data-driven technology involves the 
various data privacy laws around the globe and differentiated requirements, 
regarding data collection and use in a commercial setting. Additionally, using 
alternative data, such as logistics and e-commerce data, to assess risk raises 
issues around data relevance and regulatory coordination. Beyond data acquisition, 
the effective transformation and analysis of data hinges on skilled personnel and 
interdepartmental collaboration.  

There are multiple use cases where banks and clients can work together to harness 
the power of data, leveraging AI/ML and other technologies to overcome many of 
the challenges outlined above. These include:  

1. Leveraging ML methodologies to create predictive models that assess risk, 
business creditworthiness, delinquency risk, timeliness in making repayments, 
and dilution of transactions. 

2. Client onboarding, enhancing Know Your Customer (KYC) capabilities using 
entity resolution, and relationship mapping.  

3. Eliminating transaction risk through goods data, commodity prices, and vessel-
tracking information. 

4. Automating market intelligence to support decision-making and identify 
opportunities, allowing banks to cross-sell services more effectively.  

5. Using data-driven solutions to manage supplier-enablement processes more 
effectively in the supply chain.  

6. Facilitating the more seamless sharing of data digitally by adopting structured 
data instead of unstructured data across the trade ecosystem. The International 
Chamber of Commerce’s Digital Standards Initiative has been critical in driving 
document digitization efforts and facilitating this shift. 

7. Using large language models to generate new client experiences for traditional 
trade finance products.  

8. Leveraging automation to deliver insights into the trade compliance process, 
eliminating human process errors and risks. 
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Banks must enhance, contextualize, and link data to provide actionable insights to 
their clients, using automation and digitization to deliver unique user experiences. 
Comprehensive trade data may allow banks to more effectively and efficiently 
evaluate counterparty, operational, and other credit or institutional risks, and advise 
on trade finance strategies and services While process automation, AI/ML, DLT, and 
other emerging technologies are important, banks must also leverage external and 
internal data sources to fully equip themselves to provide comprehensive client 
insights and decisively bring trade finance into the digital era.  
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Digital Assets: How Tokenization Can 
Transform Trade 
Cashless systems and digital assets are playing an increasingly important role in 
finance. Digital assets’ unique features — immutability, programmability, and 
composability — have prompted the finance industry to invest in new and emerging 
technologies and that investment is now beginning to bear fruit. 

A comprehensive approach to digital assets with regulatory input, focuses on 
building readiness in areas where digital assets and DLT can be potentially 
transformative for the financial industry. Citi has considered how certain 
technologies may expand choice and create payment ubiquity, delivering real value 
and efficiency for clients.  

To this end, Citi has created and is piloting Citi Token Services, which uses 
blockchain and smart contract technologies to deliver digital asset solutions for 
institutional clients. Citi Token Services integrates tokenized deposits and smart 
contracts into Citi’s global network, upgrading the core cash management and trade 
finance capabilities. The services are fully integrated into Citi’s existing global 
network infrastructure, providing clients with a secure experience without the need 
to host their own blockchain node. 

Integrating Smart Contracts to Streamline Trade 

Today’s trade instruments are often paper-based and require manual time-intensive 
processes that can often only be conducted during traditional banking hours — 
sometimes taking three to five days to complete. In addition, these processes can 
be error-prone and subject to the risk of forgery and fraud, which in turn limits 
counterparty trust. Clients have a need for always-on, 24/7, real-time financial 
services to support their evolving business models in the digital age.  

Citi Token Services for Trade offers trade-related services that leverage tokenized 
liabilities and adds a smart contract to enable an automated conditional payment 
mechanism. (A smart contract is a program that runs when predetermined 
conditions are met.) Smart contracts reduce errors and risks of forgery and fraud. 
They also enable a shift from a paper-based and manual processes to a truly digital 
process. This will create operational efficiencies for clients, result in lower costs, 
and mitigate risks associated with manual processes. The digital asset solution is 
available 24/7. 

In 2023, Citi worked with a client to conduct successful pilot token transactions 
using Citi Token Services for Trade across a canal ecosystem. These tools were 
used to digitize and modernize various trade finance structures, such as bank 
guarantees and letters of credit, and enable the programming and transfer of 
tokenized deposits that provide instant payments to sellers or service providers via 
smart contracts. The technology used in the pilot provided both buyers and sellers 
with a completely digital process and instant payment capabilities; this is expected 
to reduce transaction processing times from days to minutes. 
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Driving B2B E-Commerce Growth 
The Role of Trade Finance 
E-commerce is one of the most dynamic sectors within the global economy, and the 
speed with which it is transforming the business-to-business (B2B) world is 
profound. Since the COVID-19 pandemic, e-commerce channels have gained 
importance for both buyers and suppliers. 

The massive success of business-to-consumer (B2C) e-commerce in the past two 
decades has changed the way that business buyers expect to conduct business, 
with many looking for the convenience, speed, and flexibility of a digital experience 
that they themselves enjoy as online consumers. Although this requires B2B sellers 
to refocus resources towards digital experiences and marketplaces, they also 
benefit in kind, leading to a B2B e-commerce ecosystem that is both sizeable and 
growing. 

Figure 54. Growth Trends and Drivers in the E-Commerce Ecosystem25 

 
Source: eMarketer, Statista, Ibe Research, Finextra, Citi Services 

 

 
25 Disclaimer: The descriptions, categorizations and illustrations are dynamic in nature 
and Citi continues to monitor key developments and are for informational purposes only. 
Citi makes no representation or warranty whatsoever as to the accuracy, completeness 
or timeliness of any information contained herein or otherwise provided. The information 
contained herein does not constitute and shall not be construed to constitute investment 
and/or accounting advice by Citi. 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. 
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Global E-Commerce Opportunity (US$ trn)  B2B e-commerce likely to lead growth due to growing 
contribution from SMEs in global trade.

 B2C e-commerce likely to grow, aided by rising internet and
mobile penetration, as well as improvement in personalization 
and product mix.

 B2B e-commerce is comprised of both direct and marketplace-
based selling. The latter has gained more traction in the recent 
past as it:

– Creates a level playing field for SMEs

– Reduces technology and marketing costs of
operating standalone B2B sales channels

 Marketplace model is likely to grow to ~$10 trillion by 2025, 
driven by growth in vertical marketplaces catering to specific 
industries, increased penetration by large brands, and B2C 
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 Asia represents about 80% of global B2B gross merchandise 
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3. Cross-border e-commerce slows
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Although e-commerce (and especially B2B e-commerce) is relatively new compared 
to other industries that have traditionally been served by trade finance — such as 
manufacturing, industrials, commodities, and maritime shipping — its meteoric 
growth has created a significant concentration of global monetary flows in just a few 
decades.  

As a result, other industries have been forced to adapt to the sector’s requirements. 
Take, for example, the logistics industry. Prior to e-commerce, same-day delivery 
was unheard of, but advances in data, shipping, and inventory planning have made 
it more common. Online marketing has also been reinvented to adapt to the data-
driven, algorithm-centric approaches needed to capture consumer attention and 
drive sales conversions. 

Trade Finance Opportunities and Challenges 
Online buyers, sellers, and marketplaces have the same liquidity and working 
capital needs as their offline counterparts. However, providing trade finance for e-
commerce requires different capabilities than those needed for relatively traditional 
clients. 

Typical e-commerce clients are technically savvy and have high expectations of 
API-driven technical integration and frictionless user experiences. E-commerce 
clients often expect real- or near-real time decision making. Underwriting online 
transactions requires credit models that leverage alternative forms of data such as 
real-time transactions, forward-looking revenue forecasts, and even client 
satisfaction scores.    

Citi proprietary research, conducted via interviews with more than 30 multinational 
clients in multiple industries and over 200 SME merchants globally over the course 
of 2021, found that the financing needs of many e-commerce stakeholders are 
underserved, especially for SMEs. For larger corporates, several unmet needs and 
unfulfilled expectations also remain, including: 

 The provision of trade credit (available via omnichannel access) to support 
payment terms. 

 A convenient B2C e-commerce purchasing and selling experience that is flexible 
and straightforward. 

 The ability to identify creditworthy customers and ensure protection in the event 
of a default. 

 The need to improve working capital — days sales outstanding (DSO) and days 
payable outstanding (DPO) — without sacrificing the seamless experience of e-
commerce. 

The Best of Both Worlds 
Given the regulatory framework within which banks operate, it will take time to 
develop the capabilities necessary to fully satisfy the needs of online buyers and 
sellers. Fintechs have captured this market opportunity and quickly developed 
solutions to address unmet needs. 
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Examples include SellersFi, which offers various lending products to online 
merchants, and Hokodo, which provides buy-now-pay-later (BNPL) solutions for 
online business buyers. Citi analysis covering more than 50 fintechs and investors 
(addressing 22 financing sub-segments) shows that venture capital funds are 
heavily investing in fintech providers servicing the e-commerce space, underscoring 
the secular growth in e-commerce flows and momentum in e-commerce lending. 

While fintechs can be nimbler than banks, the cost of capital offered by their 
solutions is typically higher, and sometimes meaningfully so. This is particularly true 
in a high interest rate environment, as fintechs’ balance sheets are typically more 
limited than banks’.  

Given the constraints on both banks and fintechs in servicing the needs of e-
commerce, clients are now demanding solutions that provide the best of both worlds 
— the relatively low cost of capital of banks coupled with the real-time technical 
savvy of fintechs.  

This demand is likely to increase the number of bank-fintech partnerships to satisfy 
the new and demanding needs of trade finance in an ever-expanding e-commerce 
economy. To be able to mee clients’ needs, Citi has forged partnerships targeted at 
helping e-commerce clients. 

One such alliance is with Hokodo via a strategic partnership and investment. The 
strategic collaboration will deliver best-in-class and frictionless B2B BNPL solutions 
that enable large global businesses to offer trade credit on e-commerce platforms 
and marketplaces. 

In order to support working capital access to online merchants (often SMEs), Citi 
partnered with and invested in SellersFi, a fintech offering financial products to B2C 
merchants. SellersFi’s comprehensive suite of financial tools provides quick and 
easy access to working capital and cash management solutions, utilizing AI-driven 
credit scoring models and offering extensive integration with leading e-commerce 
platforms. 
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Conclusion 
Beyond the Shocks: Navigating Challenges on 
the Horizon 
In recent years, both suppliers and buyers in the supply chain industry have dealt 
with long-term challenges and more immediate uncertainties. Geopolitical fragility 
has again been elevated this year, with conflicts in the Middle East and Ukraine 
adding to supply chain challenges. Most recently, attacks on merchant ships off the 
coast of Yemen have prompted widespread trade disruption, while a drought in 
Panama has reduced capacity on the canal, resulting in shipping delays. 
Meanwhile, a broader reconfiguration of supply chains is underway.26 

On the economic front, a key issue for most companies large and small is today’s 
high-rate environment and tight credit conditions, which have caused stress, 
especially among SMEs. While there is a broad consensus that inflation has peaked 
in many markets, the timing of rate cuts remains a topic of feverish market 
speculation. In such an environment, companies of all sizes are increasing their 
focus on financial resiliency, with working capital efficiency a priority for 
organizations. 

Potential key options for companies include reducing dependence on external 
funding and unlocking trapped liquidity to optimize the cash conversion cycle. At the 
same time, innovative solutions such as deep-tier financing are required to boost 
resiliency across the supply chain, especially for SMEs and companies in emerging 
markets. Creative thinking that boosts multilaterals’ firepower will also be important 
in this regard.  

Technology is pivotal for many new developments in trade finance. Innovations such 
as artificial intelligence and the internet of things can enhance companies’ 
operational efficiency, cut costs, reduce fraud, and augment transparency 
throughout supply chains. One caveat is that all parties must commit to improving 
the quality and accessibility of the data that underpin these solutions. In the fast-
growing e-commerce world, partnerships between banks and nimbler fintechs are 
critical to meeting the needs of buyers and sellers. 

The good news is that our surveys suggest supply chains are no longer in crisis 
mode. The unprecedented disruption of COVID-19 and the immediate pandemic 
period is now behind us. The more chastening insight — both from suppliers and 
large corporates — is that global trade is undergoing a period of transformation 
unsurpassed for several decades, with a growing focus on new trade corridors and 
diversification of supply chain partners. The final outcome of this reshaping remains 
to be seen — though the broad outlines are now becoming apparent. 

What is certain is that information, communication, and collaboration will be more 
important than ever before. We hope that this report has provided valuable insights 
that will help foster greater cooperation throughout the supply chain to improve 
global trade, economic growth, and benefit communities around the world. 

 

 
26 Jason Douglas and Stella Yifan Xie, “Countries Compete to Lure Manufacturers from 
China,” The Wall Street Journal, March 23, 2023. 



As our premier thought leadership product, Citi Global Perspectives & 
Solutions (Citi GPS) is designed to help readers navigate the most demanding 
challenges and greatest opportunities of the 21st century. We access the best 
elements of our global conversation with senior Citi professionals, academics, and 
corporate leaders to anticipate themes and trends in today’s fast-changing and 
interconnected world. 
 

 

All Citi GPS reports are available on our website www.citigroup.com/global/insights/citigps 

 

Unlocking Climate and 
Development Finance 
Creating Bankable Projects 
December 2023  

Food, Water, and Climate 
Change 
Solutions for Tackling this 
Critical Nexus 
November 2023 

 

APEC Economic Outlook 
Navigating Shifting Dynamics 
November 2023 

 

Unlocking Climate and 
Development Finance 
Preview 
Creating Bankable Projects 
November 2023 

 

Supply Chains 
Lessons Learned Helped by 
New Technology 
November 2023  

Food Security 
Solutions for a Perfect Storm 
November 2023 

 

Treasury Leadership 
Does It Matter? 
November 2023 

 

Philanthropy and the Global 
Economy v3.0 
Perspectives on the Future of 
Giving 
October 2023 

 

Supply Chain Technology 
Improving Efficiency, 
Resilience, and Transparency 
October 2023  

Technology at Work v7.0 
The Third Phase of 
Globalization 
October 2023 

 

Africa 
A New Growth Model 
October 2023 

 

Skills That Pay 
The Returns from Specific 
Skills 
October 2023 

 

Future of Cross-Border 
Payments 
Who Will Be Moving $250 
Trillion in Next Five Years?  
September 2023 

 

Unleashing AI 
The AI Arms Race  
September 2023 

 

Hydrogen 
A Reality Check on the 
Hydrogen Craze  
August 2023  

Quantum Computing 
Moving Quickly From Theory 
to Reality  
July 2023 



 

Future of Nuclear Energy in 
a Low-Carbon Environment 
Fission and Fusion Advanced 
Reactors to Prevail  
July 2023 

 

Voluntary Carbon Market 
A Critical Piece of the Net 
Zero Puzzle 
July 2023 

 

Economic and Social 
Mobility 
The Role of Business in 
Improving Outcomes 
June 2023 

 

Sustainable Ocean 
Economy 
Charting a Prosperous Blue 
Future: Risk to Resilience 
June 2023 

 

Asia as a Time Machine to 
the Future 
Seven Areas Where Asia 
Gives Insights Into the Future 
May 2023 

 

Money, Tokens, and Games 
Blockchain’s Next Billion 
Users and Trillions in Value 
March 2023 

 

The Cyber Problem 
Causes and Consequences of 
the Rise in Cyber Skill 
Demand 
March 2023 

 

The Creator Economy 
Getting Creative and Growing 
March 2023 

 

Generative AI 
ChatGPT and Search 
February 2023 

 

Supply Chain Finance 
Uncertainty in Global Supply 
Chains Is Going to Stay 
January 2023 

 

State of Global Electric 
Vehicle Adoption 
A Trip Around the World 
January 2023  

Disruptive Innovations IX 
Ten More Things to Stop and 
Think About 
December 2022 

 

Antimicrobial Resistance 
The Silent Pandemic 
December 2022 

 

Climate Finance 
Mobilizing the Public and 
Private Sector to Ensure a 
Just Energy Transition 
November 2022 

 

Food Security 
Tackling the Current Crisis 
and Building Future 
Resilience 
November 2022 

 

Energy Transition: Vol 1 
Mixed Momentum on the Path 
to Net Zero 
November 2022 

 

Energy Transition: Vol 2 
Building Bridges to Renew 
Momentum 
November 2022  

China's Inward Tilt 
The Pursuit of Economic Self-
Reliance 
October 2022 

 

Philanthropy v2.0 
Reinventing Giving in 
Challenging Times 
October 2022  

Food and Climate Change 
Sustainable Food Systems for 
a Net-Zero Future 
July 2022 



 Citi GPS: Global Perspectives & Solutions January 2024   

 

© 2024 Citigroup 

60 

If you are visually impaired and would like to speak to a Citi representative regarding the details of the graphics in this 
document, please call USA 1-888-800-5008 (TTY: 711), from outside the US +1-210-677-3788 

 
IMPORTANT DISCLOSURES 
This communication has been prepared by Citigroup Global Markets Inc. and is distributed by or through its locally authorised affiliates (collectively, the "Firm") 
[E6GYB6412478]. This communication is not intended to constitute "research" as that term is defined by applicable regulations. Unless otherwise indicated, any reference to a 
research report or research recommendation is not intended to represent the whole report and is not in itself considered a recommendation or research report. The views 
expressed by each author herein are his/ her personal views and do not necessarily reflect the views of his/ her employer or any affiliated entity or the other authors, may differ 
from the views of other personnel at such entities, and may change without notice. 
You should assume the following: The Firm may be the issuer of, or may trade as principal in, the financial instruments referred to in this communication or other related 
financial instruments. The author of this communication may have discussed the information contained herein with others within the Firm and the author and such other Firm 
personnel may have already acted on the basis of this information (including by trading for the Firm's proprietary accounts or communicating the information contained herein to 
other customers of the Firm). The Firm performs or seeks to perform investment banking and other services for the issuer of any such financial instruments. The Firm, the Firm's 
personnel (including those with whom the author may have consulted in the preparation of this communication), and other customers of the Firm may be long or short the 
financial instruments referred to herein, may have acquired such positions at prices and market conditions that are no longer available, and may have interests different or 
adverse to your interests. 
This communication is provided for information and discussion purposes only. It does not constitute an offer or solicitation to purchase or sell any financial instruments. The 
information contained in this communication is based on generally available information and, although obtained from sources believed by the Firm to be reliable, its accuracy 
and completeness is not guaranteed. Certain personnel or business areas of the Firm may have access to or have acquired material non-public information that may have an 
impact (positive or negative) on the information contained herein, but that is not available to or known by the author of this communication. 
The Firm shall have no liability to the user or to third parties, for the quality, accuracy, timeliness, continued availability or completeness of the data nor for any special, direct, 
indirect, incidental or consequential loss or damage which may be sustained because of the use of the information in this communication or otherwise arising in connection with 
this communication, provided that this exclusion of liability shall not exclude or limit any liability under any law or regulation applicable to the Firm that may not be excluded or 
restricted. 
The provision of information is not based on your individual circumstances and should not be relied upon as an assessment of suitability for you of a particular product or 
transaction. Even if we possess information as to your objectives in relation to any transaction, series of transactions or trading strategy, this will not be deemed sufficient for 
any assessment of suitability for you of any transaction, series of transactions or trading strategy. 
The Firm is not acting as your advisor, fiduciary or agent and is not managing your account. The information herein does not constitute investment advice and the Firm makes 
no recommendation as to the suitability of any of the products or transactions mentioned. Any trading or investment decisions you take are in reliance on your own analysis and 
judgment and/or that of your advisors and not in reliance on us. Therefore, prior to entering into any transaction, you should determine, without reliance on the Firm, the 
economic risks or merits, as well as the legal, tax and accounting characteristics and consequences of the transaction and that you are able to assume these risks. 
Financial instruments denominated in a foreign currency are subject to exchange rate fluctuations, which may have an adverse effect on the price or value of an investment in 
such products. Investments in financial instruments carry significant risk, including the possible loss of the principal amount invested. Investors should obtain advice from their 
own tax, financial, legal and other advisors, and only make investment decisions on the basis of the investor's own objectives, experience and resources. 
This communication is not intended to forecast or predict future events. Past performance is not a guarantee or indication of future results. Any prices provided herein (other 
than those that are identified as being historical) are indicative only and do not represent firm quotes as to either price or size. You should contact your local representative 
directly if you are interested in buying or selling any financial instrument, or pursuing any trading strategy, mentioned herein. No liability is accepted by the Firm for any loss 
(whether direct, indirect or consequential) that may arise from any use of the information contained herein or derived herefrom. 
Although the Firm is affiliated with Citibank, N.A. (together with its subsidiaries and branches worldwide, "Citibank"), you should be aware that none of the other financial 
instruments mentioned in this communication (unless expressly stated otherwise) are (i) insured by the Federal Deposit Insurance Corporation or any other governmental 
authority, or (ii) deposits or other obligations of, or guaranteed by, Citibank or any other insured depository institution. This communication contains data compilations, writings 
and information that are proprietary to the Firm and protected under copyright and other intellectual property laws, and may not be redistributed or otherwise transmitted by you 
to any other person for any purpose. 
IRS Circular 230 Disclosure: Citi and its employees are not in the business of providing, and do not provide, tax or legal advice to any taxpayer outside of Citi. Any statements 
in this Communication to tax matters were not intended or written to be used, and cannot be used or relied upon, by any taxpayer for the purpose of avoiding tax penalties. Any 
such taxpayer should seek advice based on the taxpayer’s particular circumstances from an independent tax advisor. 
© 2024 Citigroup Global Markets Inc. Member SIPC. 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.   



January 2024 Citi GPS: Global Perspectives & Solutions   

 

© 2024 Citigroup 

61 

NOW / NEXT 
Key Insights regarding the future of Supply Chain Financing 

 
  

 

INFRASTRUCTURE The supply chain disruptions brought on by the pandemic and the Russia-Ukraine 
war highlighted how far-flung supply chains can come with high risks. / There is 
increasing evidence that reshoring and nearshoring are already occurring at a large 
scale.  U.S. construction of manufacturing facilities has picked up appreciably over 
the last year, and China’s share of U.S. trade has fallen to all-time lows and is 
continuing to decline. 

 

 
 
  

 
POLICY The effects of rising prices, rising interest rates, and high inflation are impacting 

supply chains globally. / Working capital management has become a strategic 
imperative for corporates for supply chain resilience and optimization of cash 
conversion cycles. 

 

 
 
  

 

TECHNOLOGY Historically, trade finance has been anchored in manual, paper-based processes with 
protracted transactional periods. / Today, trade finance processes are being 
transformed by a combination of technologies such as artificial intelligence and 
machine learning, robotics, application programming interfaces, cloud computing, 
the internet of things, optical character recognition, and blockchain. 
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