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Preface one

In 1980, FCI took its first steps in developing awareness in China
about the benefits of factoring as an alternative source of working capital
financing for Small to Medium Sized Enterprises (SMEs) . Bank of
China was a principal supporter of its early evolution and became the
first member of FCI in 1993, followed in the next year by Bank of Com-
munication. Numerous meetings took place at the State and Local level
delivering the message that factoring is a low risk form of finance. Over
the course of the next 20 years, a number of state, regional and local
banks and privately held commercial factors would follow the lead of
Bank of China, join FCI and support the growth of factoring through
hard work and perseverance. This effort was supported by the China
Banking Association, and in 2006 together with all of the FCI members
in China at the time created the Factors Association of China, bringing
together all of the state and privately held commercial banks offering a

factoring service to unite under one association, to bring needed legal
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reform, product acceptance, and industry promotion to China. In sum-
mary, the receivables finance industry in China during this period
played an important role in the continued health and eventual growth in
global trade.

Back in 2000, FCI had only two members in China, representing
less than 1% of the membership, and the market generated a little over
EUR 200 Million in factored volume, less than 0.03% of the global
factoring market of EUR 641 Billion , and representing less than 0. 1%
of the total GDP in China back then. Today, FCI has nearly 50 mem-
bers in China, accounting for 12% of the global membership, and gen-
erated over EUR 350 Billion in total factored volume in 2015, nearly
15% of the global factoring market of EUR 2. 37 Trillion, and repre-
senting 3% of the China GDP. And China is the second largest facto-
ring market in the world behind the United Kingdom. Factoring has
been accepted in China as a stable financing alternative and has suppor-
ted the growth of numerous SMEs and mid to large corporates, by finan-
cing invoices, raised through both domestic and international trade on
open account credit terms to support their continued growth. You can
say that factoring companies in China are a direct mirror of the real e-
conomy as it finances real trade!

It is in this vein that Madame ZHANG, previous Vice Chairman,

Bank of China and Mr. Jiang XU Deputy General Manager, Bank of
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China Trade Finance Division, the original pioneers who led the growth
of factoring and receivables finance in mainland China and beyond,
wanted to preserve their insights and record their impressions of this tre-
mendous period of growth for the industry. And they wanted to tell their
story of how this little — understood concept called factoring became a
financial powerhouse in China today. In fact, the passage of these past
15 years has only underscored the significant growth of factoring and re-
ceivables finance in China to what many in the future I believe will be
viewed as a golden age for our industry. They and a number of other
early pioneers in China, together with FCI deserve our respect and ad-
miration for their ambitious work, which followed 15 years of unprece-
dented growth. As a result, FCI is delighted to inaugurate this compre-
hensive and authoritative reference of financial history in China as yet
another major cornerstone in the 200 year running history of the facto-
ring story.

Today, we are certainly witnessing much slower activity in receiva-
bles finance volumes, compared to the double — digit growth experience
in the years after the financial crisis, led by China. This is due in part
to the economic slowdown, resulting in a softening of global trade, stag-
nant commodity prices and a volatile foreign exchange environment, re-
sulting in companies in the region being more reluctant to purchase in

larger quantities stemming from the decline in retail sales in the region
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and a lower demand in developed markets. The drop in commodity
prices has also impacted volume, resulting in reduced valuation of in-
voices, however we have seen a reprieve in oil prices and other com-
modities this year. Nonetheless, the slowing economy has also resulted
in a contraction in financing, which has particularly affected SMEs, as
more financial institutions struggle with deteriorating financial perform-
ance within their portfolios.

Nevertheless, the seeds of change continue to sprout in China, as
more and more banks and commercial factoring companies enter the in-
dustry. There is a renewed excitement in China for the service. Hence,
it is important to reflect back on where everything started. This work
accurately captures the historic events that have led to this golden era,
and to acknowledge those pioneers’ significant contributions to the in-

dustry in China.

Peter Mulroy
Secretary General, FCI
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