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What has generally been happening in Banking  

• New Regulators and committees  

• Prudential Regulation Authority (PRA)  

• Financial Conduct Authority  (FCA)  

• Financial Policy  Committee ( FPC) 

• Financial Services Bill implementing ring fence etc  

• Parliamentary Commission on Banking Standards (PCBS) 

• Post code lending  

• Approx. £10bn per quarter going out door in new business lending’ 

FLS assisting general liquidity in the market and a range of offers 

under it   
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The BBA/ Automotive Forum- what, who, when 
What 

• To engender greater understanding between the automotive industry across its supply chain, and the banking 

industry 

• To scan the horizon and be alert to activity occurring at a ‘macro industry’ level across both sectors including 

relevant economic and regulatory factors.   

• To discuss policy interventions relevant to both sectors and where relevant build policy recommendations for 

government.  

• To be a forum by which brainstorming of ideas can take place that could help develop the UK automotive sector eg 

mentoring.  

• To act as general 'intelligence hub' for both industries.  

Who 

• OEMs 

• Suppliers to OEMs 

• Banks, these currently include Barclays, HSBC, Lloyds, RBS, Santander, NAB 

• Industry bodies: SMMT; BBA 

• Members of the automotive council where relevant   

When 

• Every 2 months 
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What has been the Forum’s focus in 2013 

• Greater mutual understanding of the supply chain dynamics 

 

• Joint work on automotive strategy 

 

• Tooling Finance Framework 

 

• Understanding on alternate finance forms 

•  Business Growth Fund 

 

• Assessing ways of creating better linkages; support to growing firms 
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What are supplier concerns, typically? 

• Certainty of funds/am I going to be 

paid? 

•  When will I be paid? 

• Can I get paid for agreed stage 

milestones?  

•  If I cannot be paid in cash by my 

customer, can I access finance in a 

consistent manner? 

• What am I responsible for to access 

either payment or finance?  

•  Can I manage my payment risks? 
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• Am I going to get the Tool I want? 

• Will it arrive in good condition and fit for 

production parts? 

• Will it arrive on time? 

• What credit terms can I get? 

• What can I control? 

• Can I (or my supplier) finance the build 

period? 

• I want to pay as near to production parts 

commencement as possible – and 

preferably beyond 

 

What the buyer of the tool (typically 

the VM) wants to know 

 

 

 

                      Any tooling finance solution must recognise  

The Tooling Finance Framework 



Vehicle manufacturer (buyer’s)/tool 

supplier’s preference ladder: summary 
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Tool purchase method – 

assume 18 month build 
Buyer’s perspective Supplier’s perspective 

Open account – buyer pays 

on production of parts 
Perfect Worst case 

Open account – stage 

invoices 
Unattractive Unattractive 

Open account – but 

committed payments upon 

milestone completions 

Committed to pay for 

milestone achievement 

‘Won’t pay risk’ is removed IF 

milestones satisfied 

Pay up front tooling costs to 

supplier 
Worst case Perfect 



The Tooling Finance Framework 
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Box 3.A: Tooling finance 

 

Following an order, vehicle maker’s standard terms result in suppliers purchasing tooling and 

then receiving payment when parts of being supplied from it. This can result in a substantial delay 

between having to pay the tooling manufacturer and receiving payment from the vehicle maker of 

up to two years in many cases. This can create a real cash flow problem for the supplier – 

especially those also looking to expand their businesses. 

 

The Automotive Council has agreed a framework for the development of products to address 

tooling finance constraints with the financial services sector through the BBA. This sets out 

characteristics that would be expected from new products including arrangements for vehicle 

makers to pass on agreed terms through their Tier-one suppliers, commitment to pay suppliers on 

completion of agreed milestone events and the banks viewing the value of the transaction as the 

vehicle makers commitment to pay and to show willingness to provide funding into the supply 

chain. 

 

Types of products could include supply chain finance, trade finance with the vehicle maker and 

trade finance direct to the supplier.  

 



What next 

• Actual implementation of  bilateral tooling finance propositions   

 

• Automotive  and Bank ‘immersion sessions’  

 

• Sector Mentoring support with SMMT 

 

• Ongoing joint review upon how private sector and government can work 

together on joint funding propositions e.g 

• Business Bank 

• Regional Growth Fund 
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QUESTIONS  
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