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Introduction — HSBC Germany & Trade Solutions

(P sc 3



HSBC in Germany
An established force in the German market

Overview

— Headquarters in Duesseldorf
— Founded in 1785
— A stock corporation under German law

— Speaker of German management
board: Carola Gréafin v. Schmettow
(since 02.06.2015)

— Member of the HSBC Group since 1992
— More than 2,800 employees

— 11 Corporate Banking Centres (CBC)
across Germany: Local customer
relationship managers and product
specialists

— Balance Sheet Total EUR 24.3bn*
— CET 1 capital ratio 12.7 %*
— Fitch Rating AA- (Stable)?

1 Source: www.fitchratings.com (Long-term Issuer Default Rating)
*Balance sheet Total and CET 1 capital ratio as per: 31/12/2017 - preliminary results
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HSBC Group
Commercial Banking Presence

Algeria
Argentina
Armenia
Australia
Bahrain
Bangladesh
Belgium
Bermuda
Canada
China
Czech Republic
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Egypt
France

Germany
Greece
Hong Kong
India
Indonesia
Ireland
Israel

Italy

Japan

Kuwait
Macao SAR
Malaysia
Maldives
Malta
Mauritius
Mexico
Netherlands
New Zealand
Oman

Philippines

Poland
Qatar
Russia
Saudi Arabia
Singapore
South Africa
South Korea
Spain

Sri Lanka
Switzerland

Taiwan

Thailand

Turkey

United Arab Emirates
United Kingdom
Uruguay

USA

Vietnam

Country Coverage as per 31/12/2017



Global Trade and Receivables Finance business
Connecting clients to global growth opportunities

7/
6,000 ! 90% 2 USD500bn 3 541 Source:

trade professionals access to trade facilitated countries 1 HSBC internal management information 2017

across the world world trade flows each year 2 HSBC network analysis, Global Insight (2016)
and United Nations Conference on Trade and
Development (2015)

3 HSBC internal management information 2016
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What is Trade Finance?
Benefits for buyers and suppliers

Seller . Trusted Intermediary
seller wants payment before shipping

? \/ Absorbs risks

- \/ Bridges cash flow gaps

Buyer \/ Facilitates trade flows & settlements
buyer wants goods before paying

Traditional Trade Open Account

Commodity & : :
Documentary Guarantees Structured Trade Reqelvables Supply il
Trade Finance Finance Finance
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Client Requirements and Trade Solutions
An overview

® Client Requirements

0
Sales growth {X} HSBC

Support of tenders, performance,
payment, rental and customs

Documentary
Collection

Customers ask for extended
payment terms

Letter of Credit

Enter into new market

Guarantees

) kJ &2

Attract new commercial
relationships

Structured

Reduction of concentration/ .
Trade Finance

counterparty risk

Mitigation of FX/country risk

@0
|E EI&\ @

Forfaiting
Support of key suppliers
- Commodity
A . Structured
Optimizing cash conversion cycle Trade Finance

(DPO/DSO/DIO)

Import and export
documentary collections

Import issuance (incl. offshore DC issuance)
Export confirmation (open & silent)
Export negotiation and payment

Issuance (direct & indirect)

Bid bond, advance payment, performance,
warranty etc.

Custom bonds, court bonds, payment bonds

Receivables Finance and Supply Chain Finance
programs

European Multi-seller structures

Multi-data format processing

Purchase of credit insured receivables, BoE etc.

Worldwide Forfaiting desk network with appetite for
foreign corporate, government and bank risk

Financing commodity trade flows along the supply
chains

Leveraging on HSBC presence on major
commodity trade corridors

Focus Today

Debt reduction

HSBC | km Unternehmertag 2018 8



Working Capital Management

Balancing the conflicting targets of trading partners

Working Capital Management is not about having excess or inadequate working capital, it is about balancing risk and

financial terms.

SUPPLIERS

Inventory & Production

Purchase Inventory Sales on Credit
Inventory Conversion (DIO) Days of Receivables (DSO)
Days of Payables (DPO) Cash Conversion Cycle (CCC)
Settle accounts payable Collect Receivables
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Receivables Finance
How does it work?

N

Goods

A

Invoices

v

Client

; Invoice Data D

e Prepayment! $

Seller (you) deliver goods/services and invoices to buyer(s)

Seller provides invoice data to HSBC via online portal

At maturity, buyer pays invoice

supported by trade credit insurance

2442 4

1. With or without recourse for credit risk
2. if disclosed

4

(©

Buyer

Remittance $ a

-

Trade Credit
Insurance

Seller draws payment for discounted invoice value from HSBC- typically up to 90% with the balance when the buyer pays

All offers of financing, products and services are subject to credit adjudication, qualification and prior approval. Country conditions or restrictions may apply.
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OA Collection?

Optionally, HSBC can provide limited recourse (credit protection) to cover the risk of buyer insolvency or protracted default, either taking that risk for itself or



Factoring vs. Receivables Finance
A comparison

Factoring Receivables Finance

— less regulated than banks — small number of debtors

— no relationship driven approach — large single flows / concentration risk

— granular portfolios with mass debtors and many — domestic and international structures
sellers

— flexible drawing of funds up to 100%

— typical scope: — all major currencies available

— many debtors — international sellers in different legal environments,

— granular portfolios without concentration risk with receivables based on foreign law

— domestic approach — relationship can be leveraged on several banking

_ less experience / network for Pan-European products, as well as Trade and Receivables solutions
structures

— no flexible draw down of funds

— combined pricing model (margin plus fee)

— only credit insured debtors

— usually 75% - 90% funding rate

— main focus on EUR and German law

HSBC | km Unternehmertag 2018 11



Supply Chain Finance
Need for Supply Chain Finance Solutions

©\ Optimise working capital

| l | Reduce supply chain costs
@ Enhance supplier relationship and loyalty
@(_ Gain better visibility and control
=
b/ Easy adoption

HSBC | km Unternehmertag 2018 12



Supply Chain Finance
How does it work?

The Procure-to-Pay process is undisturbed Set-up

— Purchase order issued and accepted — Early Payment Programme Profile

— Supplier delivers goods as usual — Buyer Agreement

— Documentation flows are undisturbed — Automated/ manual supplier identification

3
I
:
I
I
I
I
I

¢ o
4

©
o

I HSB
Client (buyer) m SBC

Buyer uploads the approved invoice file onto HSBCnet or through agreed communication channel
Supplier manually requests early payment (unless automated early payment is agreed)

Supplier receives early payment?

HSBC provides a report to the buyer (before the settlement day)

Buyer settles the approved invoice on the due date

HSBC pays the supplier at maturity (where no early payment), provided HSBC is in funds from the buyer

0606690

Notes: All offers of financing, products and services are subject to credit adjudication, qualification and prior approval. Other conditions or restrictions may apply
1. All payments are made at HSBC'’s sole and absolute discretion
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Trade Digitization — Market and Trends
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The digital journey
One way to look at it

Digitize
Processes

Digitize
Information

|
’ New Business
‘ Areas

L 4

. W |
o 4
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Need for digitization

CWIRYOR L AS( VS ®(m)°
$

@ I ®

@ @ @\ /

|

~A \
@ @

" "
@- -@
o & o

@

— Disconnected Specialist Systems — Decentralized for scale
— Fragmented processing — Collaborative to mutualise costs
— Costly and slow — Private and Permissioned for security

HSBC | km Unternehmertag 2018 16



Need for digitization

— Client had to establish a direct connection to each of
its banks separately

— This lead to multi-dimensional connections across
banks and even products

Traditional Proprietary Programs 3'd Party Programs

l
N AP I‘

ER PrimeRevenue

" S

Buyer Buyer 4 Hsec
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. . — Client only has to establish one single-entry point in
— Sometimes, separate connections for each and every .
: order to be able to reach all of its relevant banks for
product had to be established
all relevant products

E2E Full Service Platforms

Suppllers ﬁ

@We frade

Future

{X} HSBC .
TRADESHIFI

PIRY
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Buyer Buyer Buyer
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Market Analysis of Innovative Actors
The innovative actors focusing on client satisfaction on the trade finance & factoring activities

The actors identified brings value-added to
clients through SIMPLE & EFFICIENT services,
notably through:

Anytime/anywhere access to information

Digitisation of documentation, interactions, etc

Flexible conditions

— Reactivity of services

— Transparent fee structure

— Quick account opening

— Real-time updates

— Easy integration to IT systems

— Enhanced securitisation & compliance

Factoring

NECEAR e FINANCE

HSBC | km Unternehmertag 2018 18



Trade Digitization at HSBC

4X ) HsBe
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Need for digitization
The Current Landscape

dl
-
Invoicing _
Document Document

courier * courier T
: Insurer

Import lustoms Export customs

R PR GLY. V. -
I I N\ ooo Global Trade and Trade Finance

Buyer Import terminal Sh| - Export terminal Pre-shipment Freight Seller
pp Inspector Forwarder T are connected
r - e
Buyer’s bank Interbanktmessaging Seller's bank v
.
Correspondent bank The need to digitise is shared

I _ and can be met with a shared
— Paper trail still acts as the golden source of truth for all parties above

ledger network
— The movement of paper often takes longer than the movement of goods
— Errors that impact our customers are the norm (~70% of transactions)

— According to OECD, over USD 100B in hidden costs and paper documents
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HSCF
HSBC’s Supply Chain Finance solution based on kyriba

— FX and Interest Rate Hedging
— Mark-to-Market

— Hedge Accounting

— etc.

— Reverse Factoring
— Dynamic Discounting
— Supplier Onboarding

— Fraud Detection

— Sanctions List Screening
— Login Protrection

— eftc.

Security
Connectivity

— Treasury Payments
Supply Chain /€\ — Supplier Payments
Finance K/ — Payment Factory

— etc.

— Cash Management & Forecasting

Control & Compliance @ — In-house Banking

— Multilateral Netting
MARKET DATA - e

HSBC | km Unternehmertag 2018 21



Tradeshift
Process Flow

Supplier Purchase
Order

- L

Request for early payment

o .
°

Discounted early payment provided

HSBC | km Unternehmertag 2018

TRADESHIFI”

®

Invoices

Confirmation/
approval of invoices

Buyer

©

22

o

Invoice payment



Tradeshift
Key Capabilities

Electronic Invoicing
Cloudscan: Accounts Payable
Cloudscan: Supplier Validation

Discounting
Remittance Advice

HSBC | km Unternehmertag 2018
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Document Validation

Legal Country Compliance
Multi-way Matching
Chinese Tax Compliance

Collaboration
Approval Workflow
Reminders & Escalations



TFINET

HSBC’s Receivable Finance solution based on efcom

Informationszentrum

Dashboard

Dashboard

Auszahlung

Online Anfragen v Import  Manuelle Erfassung v Einstellungen v

Finanzierungslimit:

Finanzierte Forderungen:

5.000.000,00 EUR

-1.803.692,75 EUR

Verfligbares Limit:

3.196.307,25 EUR

Mogliche Auszahlung oder Verfiigbarkeit: 915.889,53 EUR

Letzte Auszahlung: Beleg 33 in Hohe von 395.000,00 EUR am 15.11.2017

Offene Posten

Anzahl Debitoren:

Rechnungen:
Noch nicht allokierte Debitorenzahlungen:

Noch nicht allokierte Gutschriften:

18

3.091.014,82 EUR
0,00 EUR

50.653,15 EUR

Sachkonten Ubersicht

Nicht angekaufte Forderungen:
Forderungen:

Position Account Client:
Sperrkonto:

Sicherheitsleistung aufgrund Warenstreit:

17.014,08 EUR
-3.040.361,67 EUR
915.889,53 EUR
306.401,03 EUR

9.993,47 EUR

HSBC | km Unternehmertag 2018
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TFINET
HSBC's Receivable Finance solution based on efcom

Informationszentrum  Online Anfragen v Import  Manuelle Erfassung v Einstellungen v

Import

Importart auswahlen

Debitoren

Limitantrage
Offene Posten
Rechnung Gutschrift

Informationszentrum  Online Anfragenv Import  Manuelle Erfassung ¥ Einstellungen v

Import > Rechnung Gutschrift

I -
] ]
1 1
1 Datei(en) hierher schieben oder klicken Sie auf 1
] 1
H Hochladen H
T rrrerr e F]
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-~ o
Client

TFINET
Data Converter

< THITHED

HSBC

Processing




TFINET
HSBC's Receivable Finance solution based on efcom

Kundenauszug — SHSKRE016

Kundenauszug m HSBC

HSBC TRINKAUS & BURKHARDT AG
Postfach 10 11 08, 40002 Disseldorf
Konigsallee 21/23, 40212 Disseldorf
Telefon:+4% 211 810-0

Telefax: =48 2119
Umsatzsteuer-ID-Nr.: DE 121 310 482

Auswertungsmonat: 12 / 2017 Per (Datum): 29.12.2017
Buchungstag Valuta Beschreibung Buchungsbetrag Abrechnungskonto Kundenkonto  Forderungshestand
28122017 2212.2017 Akontozahlungen 51.936,20 -15.135.530,72 1.395.766,40 -16.535.400,06
28.12.2017 2212.2017 Abzige (Zahlungen) 262,56 -15.135.530,72 1.395.503,84 -16.535.137,50
28.12.2017 27.12.2017 Akontozahlungen ATT772.48 -14.657.758 26 1.395.503,84 -16.057.365,04
28.12.2017  28.12.2017  Einreichungen - Forderungsankauf -1.460.693.98 -14.657.758.26 2.856.197 .82 -17.518.059,02
28122017  2812.2017  Factoringgebihren 2.045,00 -14 65775826 2.854.152,82 -17.518.059,02
28122017  2812.2017  Gutschriften 3087098 -14 65775826 2.823.281.84 -17.487.188,04
28.12.2017 28.12.2017 Auszahlungen -517.397.93 -15.275.156,19 2.205.88391 =17.487.188,04
28122017 28.12.2017 Anpassung FF -2.045,00 -15.277 201,19 2.205.88391 =17 487.188,04
20122017 28122017  Akontozahlungen 11.880.75 -15.265.311, 44 2.205.883,91 -17.475.208 20
20122017 29122017 Auszahlungen -323.011.07 -15.589.222.61 1.881.972.74 -17.475.208,20
29.12.2017 29.12.2017 Einreichungen - Forderungsankaul -7.146.78 -15.588.222.61 1.889.119,52 -17.482.445,07
28.12.2017 29.12.2017 Factoringgebanren 10.01 -15.588.222.61 1.880.109.51 -17.482 44507
29122007 29.12.2017  Anpassung FF -10.01 -15.589.232.62 1.889.109,51 -17.482.445,07
28.12.2017 14.08.2017 Umbuchungsbetrag 124854 -15.587 984 08 1.890.358,05 -17.482 445,07
20122017 21122017  Komektur Finanzierte Forderungen -4.102,94 -15.592 087,02 1.800.358,05 -17.482 445,07
20122017 29122017  Zinsen -25. 554 16 -15.617.641,18 1.864.203,89 -17.482 445,07
28.12.2017 31,08.2017  Zinsen 1,40 -15.617.639,78 1.864.205,29 -17.482.445,07
20,12.2017 30,09.2017  Zingen 238 -15.617 637 40 1.864.807 67 -17.482.445,07
29.12.2007 31102017 Zinsen 24,05 -15.617.613,35 1.864.831,72 -17.482.445,07
20122007 30.11.2017  Zinsen 150,31 -15.617.463,04 1.864.982,03 -17.482.445,07

Seite: 5

Eimwendungen gegen Saldenbestitigungen, Rechrungsabschiisse, Kontoausziige oder sonstige Mittellungen oder Listen des Factors milssen unversiglich, spatestens vor Ablauf von sechs Wochen nach deren Zugang geltend gemacht wearden; bei
schriffichen Einwendungen geniigt die Absendung innerhall der Frist. Das Unterlassen rechizeitiger Einwendungen gilt als Genehmigung.
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TFINET
HSBC's Receivable Finance solution based on efcom

Informationszentrum  Online Anfragen v Import  Manuelle Erfassung v Einstellungen v

Dashboard
Auszahlun
g Auszahlung

Bankkonlo DESO05020100000000050011 - Frankfurter Sparkass 5
Bankname Frankfurter Sparkasse

AN DES005020100000000050011

BIC.

Kontonummer 4711

BLZ 50050201

Maximale Auszahlung

Auszahlung® 600000 EUR
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Blockchain
The HSBC GTRF transaction that made headline news

FT STIL RHEIN-MAIN TECHNIK WISSEN REISE KARRIE

FT FINANZEN FEUILLETON SPORT GESELLSCHA

Franffurter Allgemeine

Digital bezahlen

) 2388,16 -0,36 % pAX ® © 1231306 0,29 % EUR/USD © 1,1644 -013% DOW JONES © 2417482 054 %

VOR EINER REVOLUTION?

Erste Handelsfinanzierung uber @
Blockchain geschlossen

[ shove
Eisna.
3] Share

& shae

g INVESTING TECH MAKEIT VIDH

the world's

HSBC says it’s made
saction using

first trade finance tran
blockchain O

of credit for US. food and agriculture firm Cargill using plockchain.

by blockchain start-up R3 called Corda.
4 hours, HSBC and NG said.

+ HSBC issued a letter
+ Ttused a platform developed
« The exchangs Was performed in 2
Ryan Browne | @Ryan_Browne_

published 6:16 AM ET Mon, 14 May 2048 | Updated £:20 AM ET Fri, 1 Jung 2018

. Letter of Credit transaction
O Open Account Transaction
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Blockchain
From Bitcoin to Distributed Ledgers — use best of both worlds for Shared/Distributed Ledgers

! ; B |
m .€|Iﬂ fllﬂ m m ﬁ<— .
I | 4™
m .€|Iﬂ fllﬂ m m =
? 2 ) all _’m ﬁ
I W X
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we.trade
Clearing of seller and buyer interaction for our clients with we.trade

— Manual, paper-based processes — Digital Documents
— Humans must carry documents to authorities for — Trusted Data Exchanges
stamps — Trusted Workflows

— Air Courier Expense and delays _ Instant secure Accesses

Blockchain: Distributed Ledger + Smart Contracts
A A A A A
1

|
|
Authority : Consignee
:
|
Authority Authority

I_ -»
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we.trade
Open account trade based on blockchain technology

— Know your counterparty: All corporates are onboarded we.frade
by a bank e o o

— An new fit-for-market product: Bank Payment Lashbi
Undertaking (BPU)

— Smart contracts: Event based automatic payment 14 3 18
triggers

— Invoice financing: additional working capital without
leveraging credit lines Detatts > Details >

— Track and trace across multiple couriers

— Real-time settlement enabled by one platform for all
parties

= The we.trade platform uses an experimental and continuingly evolving technology. Adding it to a
largely manual trade process introduces new risks, which are mitigated by testing the platform with a
selected number of customers.

= The proposition entails a significant amount of legal documentation which may be challenging for
customers to understand. To address this, HSBCs on-boarding materials provide simplified
explanation about the rules and how the platform operates. Additionally, there are product specific
factsheets which provide simplified information about the products. Please refer to product specific
fact sheets for more information (including product descriptions for: Auto-settlement, BPU and BPU
Financing)

Outlook: onboarding of further UK clients planned for 2018, further markets potentially in 2019

HSBC | km Unternehmertag 2018 31



The current landscape for trade is paper driven and in need of digitization —

Corda/Voltron

e Originally 11 Banks participated
— collaborative development with
continuous integration and
delivery

e Built of successes of 2016
project

e Role for shipping carrier (allows
for electronic bill of lading)

e Full document set (Invoice,
packing list, certificate of origin,
bill of lading, etc)

e Payment off ledger

e Pilot ready prototype — fully
secured and ready to be scaled

e HSBC participated in the first
ever LC transaction

HSBC | km Unternehmertag 2018

Importer
creates an
DC
application

Importer
bank
reviews DC

If required the
Importer can
review and
approve or

Importer bank
reviews the
o data against
| & | the DC

£3

bank

DC

Exporter
bank approves
or rejects the
application

Exporter
completes the
shlpment and
adds i |nv0|ce

Shipping carrier

transfers bill of

lading detail to
Corda

Exporter

approves or
rejects the

Shipping Carrier
(Fabric Node)

T

Corda/Fabric Interoperability

Each step is a ledger entry, shared near instantaneously to the required parties, and encrypted to protect from others
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HSBC with first trade finance transaction using blockhain

Malaysia
g -

Applicant Beneficiary

Argentina

Ca@ﬂ CRYIPTO Ga'@ll

Singapore BLK Switzerland
D_Ci suance Document c. rd a Document DC Advising
instruction presentation presentation
Document

m HSBC presentation I N G
Singapore ) Switzerland

_—_—_—’______I
Issuing Bank %’ Nominating Bank
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Video Trade Transaction Tracker

https://digitalmarketplace.hsbc.com/content/business-readiness/en/videos/Trade-Transaction-Tracker.html

GTRF Trade Transaction Tracker



https://digitalmarketplace.hsbc.com/content/business-readiness/en/videos/Trade-Transaction-Tracker.html

Trade Transaction Tracker
Documentary Trade

i~

e . | s
Iransactions casnboad
vt -DC Ol dotats
|t
w1 meoAT .
EBOCORIDNIIS 571.00 0 =
waetanon omeum 1

W

HSBCnet

& Irade Transaction
L Tracker

------------

HSBCnet Mobile App with
Trade Transaction Tracker

Client benefits

— Get an overview of your documentary credits, collections and payments

— Access your export and import documentary credits and collection transactions

— View real-time transaction status detail

— Save time on the phone, faxes or email with access to your detailed trade account information
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Contact
HSBC Germany — Global Trade and Receivables Finance

Hermann Purr
Director, Head of Sales
Global Trade and Receivables Finance

HSBC Germany
Tel. +49 211 910-2506
hermann.purr@hsbc.de X Hssc

Stefan Vogel
Director, Head of Product Proposition
Global Trade and Receivables Finance

HSBC Germany
Tel. +49 211 910-3652
stefan.vogel@hsbc.de X Hsac
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Disclaimer

This presentation was created by HSBC Trinkaus & Burkhardt AG ("HSBC"). It is intended for information purposes only and may not be
shared with third parties without express written permission from HSBC.

This presentation does not represent any offer to conclude either a banking or securities service. The estimates included in this presentation
do not represent any recommendations for action.

The information provided by HSBC in this presentation is taken from sources that we consider to be reliable but have not been subjected to
independent inspection; HSBC cannot guarantee, and assumes no responsibility for, the correctness and completeness of the information
contained in this presentation. The opinions given in this presentation are our sole view and subject to change at any time. We are under no
obligation to publicise or inform others of any changes in opinion.
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