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Preface

Factoring is a comprehensive financial service which is based on the assignment of
its clients” accounts receivable derived through the sale of goods or services. The factor
provides a number of services, including accounts receivable financing, accounts receivable
management and ledgering, collection and dunning services, and debtor/buyer payment
guarantees.

Factoring has its origins dating back to the Mesopotamia period over 3,000 years ago,
where the early roots of factoring started, where local merchants hired commission agents to
travel to far away cities to purchase goods and bring them back for resale by the merchant,
who also provided credit to the buyer. The practice continued through the Greco-Roman
period, and later became prominent by merchants in England who bought and sold woolen
products from Blackwell Hall Factors, becoming the center of the English cloth trade.
However, the modern era of factoring would not start until 1808, when a young Isaac Iselin,
a Swiss immigrant in New York would work in and later found a partnership, the firm of de
Rham, Iselin & Moore, which was engaged and active as a delcredere factor, providing financing,
collection and credit protection services. His grandson, William Iselin would later go on to found
William Iselin & Company, which would become one of the largest factoring houses in the US and
later acquired by CIT, up until 2008 the largest factoring company in the world.

It wasn’t until after WWII that this modern form of factoring would return to its
European shores and spread throughout the world. But it was in those early years after the war,
as factoring was just taking root in Europe, was the decision taken to czeate Factors Chain
International (today simply “FCI”), a non-profit association established in the Netherlands
in 1968, dedicated to the growth of the global receivables finance industry. Fifty years has
passed and FCI has witnessed the prosperity of the factoring industry globally. In fact in 1980,
Mr. Jeroen Kohnstamm, at the time the Secretary General of FCI, would make his first visit to
China, and would go on to make numerous trips there throughout the 1980s, to introduce the
concept and benefits of factoring to the banks who would listen. And one bank in particular,
Bank of China, together with a delegation from the China” Ministry of Commerce (former

MOFTEC) would pay a visit to the FCI Secretariat in the Amsterdam, Netherlands including
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mee.ting FC1 members in Northern Europe, to learn more about the factoring industry. It was
then that the word factoring, derived from the substantive form “factum™ of the Latin verb
“facere” (“factor” denotes a doer, and, by extension, “someone who does something on behalf
of someone else™) would be translated into the Chinese word “Baoli” ( {4 ). Bank of China
would go on to become the first member of FCI in China in 1991, followed shortly thereafter
by Bank of Communication. At the time, factoring would only be allowed to be practiced
by commercial banks in China, regulated by the China Banking Regulatory Commission
(CBRC). But that all would change in 2012, when the Ministry of Commerce granted the
authorization of non bank financial institutions, otherwise referred to as “commercial factors™
to practice factoring. The Commercial Factoring Expertise Committee of CATIS (CFEC)
would later be established as a division of the Ministry of Commerce as a direct result of
this development, which has greatly facilitated the development of the commercial factoring
industry in China today.

Since FCI was formed in 1968, the receivables finance industry has grown from eight
countries to over 90 countries today. However, the growth of the global factoring industry has
been disparate, in part based on the adoption of a proper legal system to support the growth of
factoring, the development of a strong trade credit environment, the acceptance and support
of an open account culture and deployment of adequate government policies for the creation
of a competitive and overall healthy industry. In order to introduce the reader interested in
the factoring industry to the rich historical contributions from its past and the more recent
developments of the industry, including a glimpse into future trends, the CFEC compiled this
book, Global Factoring Industry Overview: Analysis, Trends & Case Study in association
with Chinese Academy of International Trade and Economic Cooperation and the Ministry
of Commerce (CAITEC). The many authors of this book sincerely hope that it may play an
important role in promoting the development of the factoring industry in China in the future!

The book is authored by industry professionals, offering both a comprehensive and
forward-looking view of the state of the factoring industry. Global Factoring Industry
Overview: Analysis, Trends & Case Study provides an overview into the historic development
of our industry, provides a thorough analysis of the current state, and takes a glance into the
future. The book highlights 28 major markets, including China. The book draws comparisons
with factoring-related policies and regulations, product models and risk management
experience in the selected countries (regions); further analyzes the application of technologies

such as Fintech, big data, distributed ledger technology (block chain) and the influence thereof
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on seller centric (traditional factoring to invoice discounting) and buyer centric factoring
programs (reverse factoring and/or payables finance). The book also discusses future trends of
the industry both within China and outside.

The compilation is strongly supported by a number of leaders and experts from FCI,
BCR Publishing Ltd and the Factoring Expertise Committee of China Banking Association.
Weixi Qu, vice dean of CAITEC, and all colleagues from the Credit Institute of CAITEC and
CFEC have invested a significant amount of time and energy on the deployment of this book.

To all Chinese readers interested to learn more about this rich industry of factoring or “Baoli”,

@aumm\

Secretary General, FCI

I highly recommend this book.
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