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Supply Chain Finance product concepts

SCF PRODUCTS

RECEIVABLES PURCHASE
Sellers obtain financing by selling 

receivables to a finance provider

LOAN-BASED
Seller/buyers receive loans and 

advances against underlying assets 
(receivables, inventory, etc.)

1 2 3 4

Receivables
Discounting

Forfaiting Factoring Payables 
Finance (reverse 

factoring)

5 6 7 8

Loan/Advance 
against 

Receivables

Distributor 
Finance

Loan/Advance 
against inventory

Pre-shipment 
Finance

PRODUCT



Credit Cover Collection Finance A/R Ledger 
Administration

FACTORING: DEFINITION
Factoring is a specialized financial service for open account trade receivables, offered either by a
subsidiary/division of a bank or an independent provider that offers a range of services to a
business based on their clients accounts receivable.

A factor provides some or all of the following basic services:



DOMESTIC FACTORING – FULL SERVICE (NON-RECOURSE) 

SELLER BUYER

FACTOR

2. Seller ships goods
Notification of the assignment

5. B
uyer p

ays F
acto

r w
hen 

debt d
ue/ m

aturity

3. Seller Assigns Receivables 

to Factor

1. Buyer places an order with seller

4. Factor makes advance 

payment to seller

The Factor assumes the buyer’s credit risk 
in case of buyer’s default!

The Factor will not request seller for 
advance finance reimbursement in case of 
buyer’s default.

6. Factor makes payment of 

remaining amount



International Factoring: FCI 2-Factor System

Export Factor
(FCI Member)

Import Factor
(FCI Member)

1. Invoicing for goods 
& services

2. Assignment 
of Invoices

3. Advance 
Finance

2. Assignment of Invoices

4. Collection 
procedures

5. Payment 
of invoices

6. Remittance of Funds

7. Remittance 
of balance

Edifactoring.com GRIF

Exporter/Seller Importer/Buyer

Credit cover (100%) on 
buyer is offered by the 
correspondent factor 
(Import Factor) along 
with the other services. 



FACTORING RISKS

Debtor Risk Receivables Risk Fraud RiskSeller Risk

• Financial Risk
• Industry Risk
• Product Risk

• Performance Risk 

• Credit Risk
• Dilution Risk
• Dispute Risk 

• Concentration Risk

• Ban on Assignment
• Multiple Assignment
• Buyer Concentration

• Contractual Risk
• Country Risk

• Related Party 
Transactions
• Seller-Buyer Collusion

• Fictitious Trade

Ø Operational Risks
Ø Regulatory Risks
Ø Political/Country 

risks
Ø Legal & Compliance
Ø Reputational Risks

Fraud RiskOther Risks



THE MOST SUITABLE BUSINESS FOR FACTORING?

Which basic characteristic should a “suitable factoring business” have?



THE MOST SUITABLE BUSINESS FOR FACTORING

Sales are on open account terms 

Sellers are financially sound companies with acceptable levels of turnover

Buyers are creditworthy commercial businesses

The goods delivered or the services performed are “sell and forget”

There are no contractual features (or less formal arrangements) that reduce the 
value of the Receivable

There is a robust proof of delivery system

There is a good spread of debt

Turnover is growing and is not seasonal



SECTORS

Wholesale
FMCG

Clothing
Home appliances

Consumer electronics

Manufacturing
Metals

Chemicals
Automotive industry
Other raw materials

Services
IT

Marketing
HR/recruitment services

Transportation
Logistics

Other
Energy sector
Construction
Public Sector

.

.



SELLER RISKS IN 
RECEIVABLES 
FINANCE



SELLER RISKS

What is likelihood of the prospect failing in the near future?

Check “Viability of the 
Seller”

a) The Company
b) The Management
c) The Financial Situation
d) The Product / Service / Industry of the Seller
e) Seller Performance 
f) The Delivery Process
g) The Debtor & Receivables Portfolio
h) What is the financing needed for? 

Financial Risk Product / Industry Risk Performance Risk

Commercial Dispute Risk Collection & Settlement Risk



SELLER SELECTION: 4 KEY CHECKPOINTS

Assignability Collectability

Viability Adequacy

Factorable 
Accounts 

Receivables



Assignable without any legal 
constraints

• Ban on assignments to third 
parties

• Pledge over current assets

SELLER SELECTION - ASSIGNABILITY



If seller fails, will I recover my 
financing from the A/R?

• Contractually complete open account 
sales

• Quality of buyers & Buyer concentration

• Dilution & disputes 

• Delivery methods

• Country Risk

SELLER SELECTION - COLLECTABILITY



• Check Points

• Financial status of seller

• Able, experienced and honest management

• Traded profitable for a number of years

• Prospect for the future growth, sells a large 
volume

• Operating in a developing sector of the 
economy

SELLER SELECTION - VIABILITY



• Find out what seller’s needs are

• Factoring Products      

• Credit cover/Buyer limits

• Established finance limit

• Advance payment percentage

• Impact of factoring finance on bank 
lending

• Other factors, another factor’s 
finance

• Buyer countries 

• Volumes, Number of buyers and 
number of invoices  à profitable for 
the factor

SELLER SELECTION – ADEQUACY OF SERVICE



• Statement of monthly invoices and credit notes –
Sales ledger

• Up to date contracts with debtors 
• Credit insurance contract & conditions / bad debts of 

last 2 years
• Example of a commercial transaction: Order, delivery 

note, invoice, advice of settlement, general terms and 
conditions

• Purchase orders
• Complete, detailed, clearly defined

• Invoice issuance
• According to local tax & legal regulations…. 

PAYMENT TERMS!
• Shipping documents

• Ability to confirm with forwarder that goods are 
shipped

• Quantitative data must match with invoice’s data.

SELLER ASSESSMENT: OPERATIONAL RISK



BUYER RISKS IN 
RECEIVABLES 
FINANCE



BUYER RISK

Buyer Payment Default Risk
Insolvency & Protracted Default:

This is the risk that the buyer might default on its payment obligation on the due date of 
invoice and/or become insolvent before due date of invoice.

Dilution Risk
Dilution can include returns, chargeback, trade allowances and discounts, off-sets, bad 
debts, and other perceived risks.

Litigation / Dispute Risk
A defense, counter-claim or set-off raised by the buyer. As a result of a dispute, the buyer 
may withhold payment of receivables and lead to an excess situation unless over-
collateralized.



THE VALUE OF THE ASSET

Receivables assigned must represent:

ØSale(s) already made

Ø the real value of the sale

…but the buyer does not always pay 100% of the sales invoice…

Dilution is something that impacts on the realisable value of the receivable and refers to 
amounts that buyer(s) may legally deduct from their payments!

Ø Can be
Øwithin the terms and conditions of the contract of sale
Øconsequence of failure by the seller
Øconsequence of some reciprocal arrangement



SOURCES OF DILUTION

Contractual agreements

Stage Invoicing and Payments

Installation

Sale or Return/Consignment sales

Bill and Hold

Provisional & final pricing



DISPUTES

“A dispute occurs whenever a debtor fails to accept the goods
or the invoice or raises a defence, counterclaim or set-off

including (but not limited to) any defence arising from a claim
to the proceeds of the receivable by any third party.”

What is a Dispute ?
“Difference of opinion”

GRIF Article 27 (i)



WHAT ARE THE CAUSES OF DISPUTES

• Penalties for late delivery and 
right to cancel

• Product warranty

• Payment terms

• Discounts – Retrospective 
Discounts

• Quality / Quantity issues

BUYER CONDITIONS / 
PURCHASE CONTRACT

• Does the seller understand the 
buyer’s payment process?

• Is the seller aware of the trade 
practice in the buyer’s country? 
(specific government
regulations, customs docs., 
import quotas, licences)

• How efficient are the seller’s 
delivery arrangements?

• Contra-trading

SELLER ADMINISTRATION

• Lack of introductory letter

• Wrong or no assignment notice 
on the invoices

• Indirect payments

• Unallocated cash

FACTORING PROCESS

How good is the seller’s invoice ?
• Are the prices correct ?
• Are the buyer’s name 

and address accurate ?
• Are the payment terms 

correct or be 
misinterpreted? 

• Is the invoice date 
correct?

DOCUMENTATION



WHAT ARE THE CAUSES OF DISPUTES

Perishable goods

High fashion goods

Goods with long term warranty

Online shopping / Mail orders

Industries with high dispute potential



HOW TO AVOID DISPUTES?

“Select the right seller before the contract is signed.”

• Credit Notes
• Late payments
• Partial payments

The Factor 
must look 

for

• Rejected 
products

• Incorrect invoices
• Late deliveries
• Failure to meet 

contract 
conditions

• Set-offs

Which 
were 

caused by

• Poor quality 
products/services

• Poor seller 
administration

• Contact 
conditions

• Contra trading

Resulting 
from



FRAUD DETECTION & 
PREVENTION



FRAUD RISK IN RECEIVABLES FINANCE

Fraud in Invoice Finance

• is an ever present risk for the receivables finance industry.
• in many cases, this risk could be identified before a factoring 

facility is offered to a prospective client!

Key Vulnerability: Financing against

• copies of invoices
• e-invoices and electronic messages with details of invoices

Collusion Risk

Examples of high risk indicators:

• Related party transaction
• Family connections – Seller and Buyer
• Extended tenor vs. industry standard
• Seller – buyer work together to fraud Factor

Fictitious Invoices

Over Invoicing

Multiple Assignments

Klik op het 
pictogram als u een 

afbeelding wilt 
toevoegen

Extended Payment Terms



COMMON TYPES OF FRAUD

• Depositing buyer cash into 
an account other than the 
factor’s!

• Delaying transfer of funds 
to the factor, where cash 
dominion is with the 
customer

• Re-cycling to appear as 
buyer payments

DIVERSIONS OF CASH

• Pre-billed and pre-assigned 
invoices

• Overstated invoices

• Fake invoices or fake buyers 
for products / services 
never shipped / rendered

FRAUDULENT NOTIFICATION

• Due dates artificially 
extended to overstate 
eligible debts

• Applying credits and 
payments to the oldest 
invoice first

MANIPULATION OF 
REPORTING

• Hide contras by using 
different names on sales 
and bought ledgers

• Overstate eligible debts and 
reduce dilution by not 
notifying credit notes

• Hide related party 
transactions

UNDERSTATING LIABILITIES



EARLY WARNING SIGNS

Financial

Covenant breaches

Other bank facilities at limits

Frequent requests for ‘over-
payments’

Increasing stock turn

Increasing debt turn

‘Window dressing’

Direct payments

Previously factored

Relationships

Regular breaching of procedures

‘Errors’ in operational procedures

Unwillingness to provide 
supporting information

Recurrent operational problems in 
customer’s business 

Cancelled or postponed visits inc. 
Audits

Complex Group structures

Non-resident directors

Domineering owner

Information

Unpredictable

Insufficient

Not in line with covenanted 
requirement

Inaccessible - particularly financial 
/ control

Frequently estimated figures

Full cross guarantees not available

Un-reconciled accounts

Business 
Structure

Weak management structures and 
expertise

Poorly resourced, and/or 
inefficient resources 

Heavy reliability on product and/or 
service

Poor administration

Little or no internal segregation of 
duties

Limited industry experience

Short and changing terms



RISK PREVENTION IN 
PAYABLES FINANCE & 
REVERSE FACTORING



What is reverse factoring 
and how it works

Suppliers issue invoices on Buyer for purchase orders delivered (business as usual)

The invoices are 
confirmed by the buyer 
on the SCF platform.  
Confirmation

1

Suppliers can choose to sell the 
approved receivables on the platform 
and get paid early for a discount. 

3
* The bank purchases 
the receivables on non-
recourse basis and 
notifies the buyer of 
each assignment via 
the platform At the invoice maturity the 

buyer pays the bank directly as 
part of the Payment Services 
Agreement in place

4

2
SUPPLIERS
Trade Receivables*

ANCHOR
Trade Payable

BANK



Risk prevention in 
reverse factoring

BUYER

BANK

What risks shall we prevent 
in a Reverse Factoring
transaction
*Market Risks
*Risk (concentration, large exposure)
*Collusion
*Fraud

C O N C E N T R A T I O
 N

SUPPLIERSC 
O

 L
 L

 U
 S

 I 
O

 N

F R A U D



FIND OUT MORE ABOUT FCI

FCI
LINKEDIN FCI ACADEMY LINKEDIN FCI

FACEBOOK WEBSITEFCI
TWITTER



SUPPLY CHAIN FINANCE WORKSHOP
Dhaka, Bangladesh  |  9 May 2023

THANK YOU



APPENDIX: MONITORING THE RISKS



RISK MITIGATION - ASSESSMENT

• Company structure and Management
• Future business planning
• Financial strength
• Bankruptcy order / lawsuit
• Seller performance

Seller 
Selection

• What’s the industry development and outlook?
• Manufacturing Process & Quality
• Country of origin
• Raw materials: Level of dependency; Alternative sources; Dispute risk
• Technical issues

Industry & 
Product

• Assignable: Ban on Assignment? Charges over the assets?
• Collectable
• Receivables Ageing
• Any bad debt / overdue payment?
• Credit / Debit Notes
• Buyer concentration

Receivables 
Portfolio

A) Seller Assessment Framework



RISK MITIGATION - ASSESSMENT

B)  Debtor Assessment Framework

Net Worth Profitability Litigation / Dispute 
with Seller

Buyer Acceptance of 
Goods

Dependency of Buyer 
on Seller

Types of Buyers

3rd Party Risk Mitigant
e.g. Use Insurance, 

Interfactor, Parental 
Guarantee etc.



RISK MITIGATION - ASSESSMENT

C)  Receivables Assessment Framework

Portfolio of Buyers
The more buyers, the 

better

Percentage of Total 
Open Account Sales 

Factored 

Control on Payment 
e.g. Controlled Collection, 
payment destination etc. 

Buyer Concentration Terms of Sales
e.g. Credit Tenor

Average Debt Turn

Dilution 
(Credit Notes)

Dilution 
(Bad Debts)

Length of Seller –
Buyer Relationship



RISK MITIGATION - FIELD AUDITING

Meet the 
Management

• Managing Director / Owner
• Accountant / Controller
• Tax Advisor etc.

Visit the Premise

• Collect a personal impression of 
machinery, employee etc.
• Operating & Production Procedures
• Stock filled up or low
• Necessary investment
etc.

Audit the 
Documents

Financial documents
Audited Financial Statement, Current 
Statement, Bank Account Statement,   
Receivables Ledger, Fulfillment of Tax / 
Social Insurance Liability, Credit 
Insurance Documents etc.

Contracts & Sample documents
To check Ban On Assignment, 
Dilutions, Payment History, Bad Debts, 
Lawsuit, Transaction Documents etc.

Conduct Periodic Field Auditing to mitigate risks:

Detect Problems Early



RISK MITIGATION - MONITORING

Set risk triggers

• Set the risk triggers at seller / buyer / portfolio level:
Ø Overdue invoices
Ø Large re-assignment
Ø Large credit notes
ØDirect payment
Ø Non factored payment
ØSuspected fraud
Ø Buyer dispute
Ø Buyer insolvency
Ø Buyer concentration
Ø Deterioration in debtors payment

• Investigate the reasons for any irregularity
• Take Actions:

Ø Buyer Calling
Ø Random Sampling
Ø Verify Big Invoices with supporting documents
Ø Collections & Dunning
Ø Periodic Field Auditing
etc.

Actions

Monitoring & Reporting

Risk Monitoring Framework – To Mitigate Fraud Risk & Improve Portfolio Quality



A CONTROL FRAMEWORK

Statistical Monitoring
• Statistical controls

• Portfolio Analysis

• Periodic reviews

In-life Survey
• Existing seller Audit

Due Diligence
RM/BDM + New seller audit

Product Approval
• Independent Review (suitability)

• Credit Approval

Buyer Review
• Factors  TCI/ Import Factor Risk Cover

• Seller’s own TCI

• Self underwritten buyer risk

Debt Verification
• Sample Check Validation

Control of Remittances
• Existing seller Audit

01
02

03

0405

06

07
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SAADMAN KHAN NABIL
HEAD OF BUSINESS, SUPPLY CHAIN & DISTRIBUTOR FINANCE

BRAC BANK LTD.

EX-HEAD OF DISTRIBUTOR FINANCE, 
THE CITY BANK LTD.



SAADMAN KHAN NABIL
HEAD OF BUSINESS, SUPPLY CHAIN & DISTRIBUTOR FINANCE

BRAC BANK LTD.

EX-HEAD OF DISTRIBUTOR FINANCE, 
THE CITY BANK LTD.
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TREDX Executive Member's

A Kasem Khan Dr. M Masrur
Reaz

Raja Debnath

Chairman

CEO

Managing Director

Co-Founder & CEO

Former President of Dhaka 
Chamber of Commerce and 
Industry . Currently Director 
of FBCCI & Bangladesh Thai 
Chamber of Commerce & 
Industry .

SCF & SME Banking 
Advisory and Technology 
Specialist.  Worked at IFC for 
7 years.

Chairman at policy exchange 
Bangladesh. Senior 
Economist and former 
Program manager at World 
Bank. 



The global factoring market size

$3626.5 B $5179.3 B 6.36%

It’s In 2022, the global factoring 
market was worth $3626.5 billion, 

according to IMARC Group

By 2028 the whole market 
size will be $ 5179.3 Billion

Compund Annual Growth 
Rate during 2023-2028



Bangladesh factoring market size (Local)

BDT 1.5 B ? ?

It’s during1999-2022 By 2028 the whole market 
size?

Compund Annual Growth 
Rate during 2023-2028?



Dome s t i c P u r c h a s e

12 Lakh Crore
Dome s t i c S a l e s

16 Lakh Crore

LARGE  
CORPORATES

A n n u a l  D o m e s t i c Tr a d e
2 8  L a k h C r o r e Wo r k i n g C a p i t a l   

F i n a n c e 14%

S u p p l i e r   
F i n a n c e 3 %

L O W E S T   R AT E G U A R A N T E E D  



C o r p o r a t e Q u a l i t y
C r e d i t R i s k

G e t  F i n a n c e d  i n j u s t   
2  D a y s  – O n  A C l i c k

E f fi c i e n t P a y m e n t
C y c l e s
& C a s h  F l o w   
M a n a g e m e n t

LOWEST  RATE GUARANTEED 

K Y C  a s P e r   
B a n g l a d e s h  B a n k R u l e s

S e c u r e d   
D i g i ta l P l a t f o r m

R e a l - T i m e N o t i fi c a t i o n
to  Al l s t a ke h o l d e r s



TREDX Process Flow for  
Invoice Discounting

C o rp o ra te  
B u y e r

B u y e r ’s B a n k

S e l l e r ’s B a n k

S e l l e r

B a n k 1 B a n k 2

W inn ing   
B a n k

B a n k 3 B a n k 4

2. TredX  Creates   Pre–
formatted F a c t o r i n g   
Unit  for B u y e r Approval

4. B a n k s B i d
6. O n D u e Date, Buyer  will credit the  

winning Bank Account

5 Winning B a n k c r e d i t  t h e a m o u n t t o  t h e  s e l l e r  
B a n k  A c c o u n t

3. B u y e r  u p l o a d s   
ap p r ove d invoice

1.Invoice

L O W E S T   R AT E G U A R A N T E E D  



Financial Benefits for Corporates

Category Regular
Financing Digital SCF Net savings 

COGS 900 Million 900 Million

70% of the 
Supply
made with 
working 
capital loan

630 Million 630 million

Interest rate 
& others 
cost 
suppliers 
carry

75.6 Million
(12%)

53.55
million
(8.5%)

22.05
Million

Total Saved
at Digital SCF

22.05 M



According to section 52(U)
If local supply is 900 M BDT

27 M BDT

According to section 52
If local supply is 900M BDT

63 M BDT

2022

63 M

2023

27 M

Comparision Between AIT Calculation

Operating profit

With the help of Digital 
SCF Supplier can save 36 

M

36M



Corporate Benefits

Multi Product Approach
Make avaivalbe of their 
working capital and which 
help them to approach for 
multi product.

Process automation
It allows all processes 
related to financing to run 
entirely automated.

Available fund
Get available fund anytime 
from bank regardless their 
regular credit line.

Transparency
It will help access to all 
relevant data and 
information concerning 
your suppliers working 
capital financing



Benefits of Suupliers/SME

AIT Benefits

It help the suppliers to get
AIT benefits. If a suppliers
needs to pay 7% AIT
through TREDX they can
enjoy 3% AIT facilities.

Lowest Rate
They can get finance at 
the lowest rate of the 

market.

Collateral free

Get finance anytime 
without any collateral

Early Payment
Through this platform 

they can get early 
payment



Benefits of Financier

Cooperation with the market leader
A large number of attractive  SME Pool and 
corporate customers, a financially strong 
liquidity pool. 

Expansion of the customer base
They can join new ground in the digitalization 
of trade finance and can get a SME customer 
pool.

Attractive returns
By financing short term working capital 
they can get attractive returns. Secured finance

Through Tredx only accepted bills to be 
available for bidding & they can use their 
available fund to lend in a secure way

Access to analyses and reports
Financier can get analysis report anytime 
which will help them to identify potential 
customer.



_ LOWEST RATE GUA RA NTEED _

100%
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Thank You!
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ASIAN DEVELOPMENT BANK
Trade and Supply Chain Finance Program

9th May 2023

Making global trade and supply chains 
inclusive, green, resilient, transparent, and
socially responsible. 

Workshop on Supply Chain Finance
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$1.7
Trillion
The Trade 

Finance gap in 
2020b

>$2
Trillion

The Trade Finance 
gap in 2022a

The Trade Finance Gap 
continues to widen.

a ADB. 2021. Trade Finance Gaps, Growth and Jobs Survey. October.
b ADB. 2022. Toward Inclusive Access to Trade Finance: Lessons from 
the Trade Finance Gaps, Growth, and Jobs Survey. August.

…Supply Chain Finance is an important tool 
to bridge the gap

SMEs financing needs are growing 
and the gap continues to widen
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Regulatory 
support

Collaborate with 
regulators and 
governments to 
bridge regulatory 
gaps

Awareness 
Deepening

Provision of tailor-
made webinars 
and/or e-training 
on SCF

Provision of intense 
and targeted technical 
support to banks to 
build a SCF business;

After completion of 
intense TA, onboarding 
of as SCFP Partner bank.

Risk 
Participation

Supply Chain Finance Development Strategy

SCF Capacity 
Development

TSCFP Knowledge Products

116
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Knowledge Sharing and Regulatory Initiatives

TSCFP Knowledge Products

117

Webinars on Supply Chain Finance within various countries

SCF E-learnings in collaboration with ICCA

Sharing of best practices from various markets with an eye on local regulatory 
environment

Working along with regulators for regulatory and legislative enhancements in the related 
governing laws
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SCF Capacity Development:Technical Assistance

Market Sizing & 
Legal Clearance

Product 
Designing, 

Customer Value 
Proposition

Pricing, Revenue Risk 
Sharing, Technology

Risk Policy, 
Monitoring 
mechanism 

Training

Portfolio 
Monitoring, Client 

Onboarding Full Scale Launch

Business 
Diagnostic

Onboarding and 
marketing pitches

SCF Business 
Model

System and Product 
Design

Credit Risk 
Mngt

Sales and Onboarding
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Funded/ Unfunded Risk 
Participation with the 

banks

ADB to share obligor risk 
with the bank

Revolving short tenor 
transactions of 90-180 

days

Banks gets capital relief 
based on ADB rating

Improvement for banks in 
risk appetite and risk 

adjusted returns

Risk Participation with Banks
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Post-Shipment Post 
Acceptance Finance

10

Risk Participation: Structure
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Other Initiatives

• https://www.adb.org/sites/default/files/publication/828506/adb-brief-219-
deep-tier-supply-chain-finance.pdf

Deep Tier Supply Chain Finance white paper

Enhance transparency and traceability of supply chain

• https://www.adb.org/sites/default/files/publication/704041/digitalizing-
trade-asia-legislative-reform.pdf

MLETR Advocacy Project

https://www.adb.org/sites/default/files/publication/828506/adb-brief-219-deep-tier-supply-chain-finance.pdf
https://www.adb.org/sites/default/files/publication/828506/adb-brief-219-deep-tier-supply-chain-finance.pdf
https://www.adb.org/sites/default/files/publication/704041/digitalizing-trade-asia-legislative-reform.pdf
https://www.adb.org/sites/default/files/publication/704041/digitalizing-trade-asia-legislative-reform.pdf
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Thank You
Making global trade and supply chains 

inclusive, green, resilient, transparent, and socially responsible. 
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