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Ecosystems:

Winning the Race for Digital

Sales in the New Normal

As we live through this
unchartered territory across
the world, the consumer and
retail industry has shown
incredible flexibility and agility
in times of disruption. In many
ways, this industry is at the
core of sustaining our everyday
lives and maximising access

to necessities across diverse
geographies, buying behaviour
and demographics. The
resilience and leadership show
the true value of the digital
sales ecosystem and a few key
learnings for future growth.
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Traditionally, the consumer and retail
industries work on highly integrated
ecosystems namely producers and
their supply chains, distributors and
their logistics and finally last mile
connectivity led by modern retail or
grocery/convenience stores. Over the
last decade, this paradigm has been
evolving rapidly towards digital and
data-led landscape for the industry. This
evolution was already driving major
changes in business models to develop
a much more flexible ecosystem and
embracing new players. Producers and
their supply chains started to leverage
data to understand consumer behavior,
with a surge of platforms that offered
alternate distribution models and finally
brick and mortar outlets transformed
into an omni-channel window.

As a reference point, we entered 2020
with *estimates that at the end of 2019
online sales were slightly more than
14% and the journey to a critical mass
of 25% was still a couple of years away.
The COVID-19 pandemic caught all of
us by surprise and beyond health and
safety, it significantly affected daily lives

@Citi Global Insights, June 2020 - COVID-19 Country Recovery Watch | Through the lens of alternative data
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‘Citi's Global Insights
reported an almost 9
times jump in online
retailing, 5 times

jump in e-commerce
volumes and 6 times
jump in food delivery.’

with immediate lockdown and social
distancing.

Many businesses raced to make the
most of existing digital platforms and
many others quickly developed a digital
front-end sales model and manual back-
end process to keep things running. ©
Citi's Global Insights reported an almost
9 times jump in online retailing, 5 times
jump in e-commerce volumes and 6
times jump in food delivery. The focus
was to simply keep their respective ships
afloat through these unprecedented
times. Also this adoption of digital sales
channels has shifted consumer behavior
and gave a reflection of the future of the
industry.
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Digital alternate sales channels led

by consumer buying behavior are
largely three main categories: online
marketplaces (global or regional or
local), digital direct model or brand.com
and lastly using a subscription-based
model. As COVID-19 passes by, each

of them will have some degree of
participation with a bricks-and-mortar
stores model and that will co-exist

for the future. In tandem, consumer
expectations have been transformed as
a result, demanding quick, convenient
and secure payment, followed by a
rapid delivery of goods.

Bringing together the physical and
digital has enormous implications for a
company’s ability to reach new markets
and customer segments in highly
personalized ways, with 24/7 direct
customer access, control over pricing
and product availability, on top of rapid
speed to market. At the same time,
costs are lower, and cash flows more
reliable and predictable.

Interestingly these digital sales
channels do bring new challenges

to treasury, finance and business
leaders. Treasurers and finance
managers have different banking

needs to support direct-to-consumer
(D2C) models than previous - or, more
likely, parallel - business-to-business
(B2B) models. In our recent survey
done during a Citi webinar, 8 May

2020 - '"Winning the race for digital
sales in the new normal’, corporates
shared that over 47% face issues of
availability of collection channels as well
as reconciliation. This includes high cost
of fees linked to collection as well as
accessibility of data.

Companies going D2C or business-to-
business (B2B) in Asia face the problem
of dealing with cash, especially in

the segments of premium consumer
staples, beverage, fashion and luxury

goods. If you look at markets like
Singapore or Hong Kong, credit card
usage is common, leading to extra cost
in associated fees.

Citi has been investing into future
technologies leveraging instant payment
rails across Asia and a multitude of
fintech partnerships to ensure that
clients have access to best-in-class
collections options, data analytics,
reconciliation tools whilst facilitating a
seamless user experience for purchase,
refunds and customer service. We are
live in 11 markets with instant payments
capability to facilitate instant, cost-
efficient and secure payments. We offer
these services through industry-standard
QR option for tokenization for instant
reconciliation. Adoption during the
current crisis has been phenomenal and
has helped clients get started for their
digital journey within a couple of hours.
Companies who want to accelerate
their online strategy will be evaluating
best practices and players in the local
markets of choice which will influence
time to market and cost of delivery.

It will be important to choose select
providers who offer a standardized user
experience across as many markets as
possible to expedite availability.

The ability to provide seamless, app-
based payments is an essential success
factor for digital sales platforms. This
also supports dynamic integration and
real-time data movement riding on
Citi's API catalogue. These APIs, besides

‘Within the B2C space,
retail companies
especially beauty,
hospitality and lifestyle

providers are moving
fast towards offering
subscription services
models.’

providing real-time credit notification,
also help in refunds and customer
information services for enhanced user
experience.

Within the B2C space, retail companies
especially beauty, hospitality and
lifestyle providers are also moving fast
towards offering subscription services
models. These models need the ability
to take regular payments seamlessly,
such as instant direct debits (live in
Hong Kong) or Request to Pay (live in
India), to minimize churn and enhance
customer convenience. They also need
to reconcile incoming flows quickly
and easily to avoid interruption in the
clients’ enjoyment of their products
and services, so payer ID and automatic
reconciliation solutions are becoming
increasingly important.
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Simultaneously, we have companies
looking to collaborate with leading
marketplaces (global/regional/local)

to list their products online. Retail
companies selling consumer staples
and daily utilities prefer this model.

In addition, other retail companies
leverage marketplaces in combination
with other digital sales platforms for
diversification. From a retail standpoint,
this is a faster model to get started on
a digital channel, offers an embedded
collection mechanism and logistics for
the last mile. For retail companies, this
in many ways is like the B2B channel of
a physical distributor model; however,
the marketplace is now selling digital
solutions to end consumers.

Obviously, this provides a slightly
different nature of treasury and finance
work slate. Marketplaces especially in
North Asia, like China, tend to carry out
transactions through mobile wallets
from the sales. However, corporates
are looking for sales proceeds to be
moved to their bank account. In China,
Citi works with several local partners
to move wallet collection to the bank
account directly. Additionally, these
sales provide an opportunity for order-
to-cash application and Citi's clients
have successfully deployed payer ID
solutions for Stock Keeping Unit (SKU)
level reconciliation and application.
Payer ID services are available across
all Asian countries and Citi® Smart
Match leverages Artificial Intelligence
/ Machine Learning to facilitate invoice
level reconciliation across all payment
channels and methods. At Citi, we
endeavor to develop customized
solutions for your specific journey that
would meet the needs to support your
business transformation.

We will soon launch “Spring by Citi"”
globally and thereafter to be expanded
into Asia. This full-stack solution enables
institutions to accept digital payments
from consumers. This platform provides
access to payment gateway technology,
locally relevant payment methods, funds
settlement, reconciliation and reporting
- all-in-one.

If corporates want to leverage online
acceleration to broaden the distribution

Figure 1. Benefits of digital sales model

Dimension Traditional

oigital I

Reach Finite

Personalization Mass market
Loyalty Basic
Access to customer Limited, periodic
Pricing Partial control
Speed to market Slow

Merchandising Limited control

Assortment Limited
CAPEX High
Overhead High

of products into new markets where
they do not have a presence, Citi is
able to facilitate the cross-border
receipts/remittances through low cost
alternatives.

The value of engaging digitally can be
substantial (figure 1) with lower costs,
more supply chain flexibility and the
ability to customize products more
directly to customer preferences, which
ultimately benefits the company, its
customers and its supply chain partners.

Citi runs a full service consumer bank

in 12 markets across Asia and that
offers an important banking partner for
focused campaigns or other partnership
opportunities to expand in this digital
sales ecosystem.

Companies moving into digital sales
models are not only looking for new
banking solutions, but an entirely new
dialogue, taking a 360-degree view of
their whole business. By identifying the
participants in their ecosystem, and
removing friction from each interaction,
companies can leverage strengths from

—»  Unlimited

— > Personalized

— > Advanced

— > Comprehensive, real-time
— > Full control

— > Fast

Full control
—» Ful
—> Llow

—>  Low

across the ecosystem to serve their
customers' needs more effectively
and cost-efficiently, obtain and learn
from better data, and build more
sustainable, robust enterprises.

‘Payer ID services
are available across
all Asian countries
and Citi® Smart
Match leverages
Artificial Intelligence

/ Machine Learning
to facilitate invoice
level reconciliation
across all payment
channels and
methods.’




Disclaimer
IRS Circular 230 Disclosure: Citigroup Inc. and its affiliates do not provide tax or legal advice. Any discussion of tax matters in these materials

(i) is not intended or written to be used, and cannot be used or relied upon, by you for the purpose of avoiding any tax penalties and (ii) may
have been written in connection with the “promotion or marketing” of any transaction contemplated hereby (“Transaction"). Accordingly,
you should seek advice based on your particular circumstances from an independent tax advisor.

This communication is provided for informational purposes only and may not represent the views or opinions of Citigroup Inc. or its affiliates
(collectively, “Citi"), employees or officers. The information contained herein does not constitute and shall not be construed to constitute
legal, tax and/or accounting advice by Citi. Citi makes no representation as to the accuracy, completeness or timeliness of such information.
This communication and any documents provided pursuant hereto should not be used or relied upon by any person/entity (i) for the purpose
of making regulatory decisions or (ii) to provide regulatory advice to another person/entity based on matter(s) discussed herein. Recipients
of this communication should obtain guidance and/or advice, based on their own particular circumstances, from their own legal, tax or
accounting advisor.

Any terms set forth herein are intended for discussion purposes only and are subject to the final terms as set forth in separate definitive
written agreements. This presentation is not a commitment or firm offer and does not obligate us to enter into such a commitment, nor are
we acting as a fiduciary to you. By accepting this presentation, subject to applicable law or regulation, you agree to keep confidential the
information contained herein and the existence of and proposed terms for any Transaction.

We are required to obtain, verify and record certain information that identifies each entity that enters into a formal business relationship with
us. We will ask for your complete name, street address, and taxpayer ID number. We may also request corporate formation documents, or
other forms of identification, to verify information provided.

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

© 2021 Citibank, N.A. All rights reserved. Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its affiliates and

®
are used and registered throughout the world. CI t I
CTA-4389 January 2021




