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Financial depth, 20141

% of GDP
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'Calculated as a country's debt and equity outstanding divided by the country's GDP.

SOURCE: McKinsey Global Institute Financial Assets database; World development indicators, World Bank; McKinsey Global Institute analysis
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Supplier Finance Buyer Finance
oy Suppli Distribut Retail
Suppliers uppliers istributors
Financing the procurement side of the corporate Financing the sales and distribution side of the corporate
Consumer
Retailer /
Tier1 Consumer
Dealer 1 ’
Anchor Retailer
. [Large Buyers Consumer
e or Dealer 2 -
Large Sellers]
Retailer
Tier1 Consumer

Retailer

SUPPLY CHAIN FINANCE BY DEVELOPMENT BANKS AND PUBLIC ENTITIES, The World Bank Group, 2021.
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Supply Chain Finance

ounts Payable-centric Acco 2 ivable-centric

+ Approved Payables Finance + Receivables Finance
(also known as Reverse ‘R ivables Purch
Factoring or Confirming ecelvables Furchase

* Invoice Discounting

* Dynamic Discounting

» Factoring

“Other SCF” * Forfaiting

* Pre-shipment or Purchase
Order-based finance

* Inventory Finance (including
Warehouse Finance)

* Documentary Trade Finance

* Bank Payment Obligation
» Asset-based Lending
» Payments and Foreign Exchange

Source: The "Umbrella”, EBA Market Guide to Supply Chain Finance - 2014
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SCF il o g

SCF products
l

Receivables Purchase Loan Based
Sellers/buyers receive loans

Sellers obtain financing by
selling receivable to a
finance provider

and advances against
underlying asset
(receivables, inventory, etc.)

! I ! }

B y N &
A I 4 y Y
5 } f;.-".'l‘v'.v 6 7 ,“'j \ \ 8
Ly | N 4 \ N
[ 4 - > -
Loan/ Loan/ Pre-
Advance Distributor Advance hioant
“against Finance against Fi:ance
Receivables Inventory '
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FACTORING

n The seller looks for a finance provider (factor) for a factoring service

E The finance provider undertakes assessment of varied aspects of the
underlying transaction and agrees to provide the factoring service
n The finance provider advances a percentage of the invoice
value (usually around 80%)
P2 A
. ]

ﬂ The finance provider pays the remaining amount of the -
SELLER invoice to the seller minus fees e
FINANCE
PROVIDER
3 (FACTOR)

The seller delivers the *
goods/ services and sends

the invoice to the buyer

and a copy of the invoice

to the finance provider E

At due date, the buyer
pays the invoice to the
finance provider

BUYER
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PAYABLES FINANCE

BUYER

Buyer receives
invoice with
payment
details

—

Buyer enters into
a commercial
arrangement with
their seller(s) and
places orders

Payables Finance programme (buyer)

between buyer and finance provider

n On the due date of the invoice, buyer pays into an finance
provider account the total value of the invoice

B Buyer approves invoices and provides related payment

> |

l

V

111

instructions to the finance provider

SELLERS

T

If the sellers elect for early
payment, finance provider will
pay the sellers the discounted
value (i.e. Invoice amount

- early payment fee to SCF
provider) against assignment of
receivables to finance provider

If the sellers do not elect

for early payment, finance
provider will pay the full value
of the invoice at due date

<=

FINANCE

PROVIDER

A

A

-

n Finance provider makes available to

the sellers the option to elect for early

payment at a discounted value

Payables Finance
programme (supplier)

between seller and

finance provider

VF) ybiaane ) = w31 asa>
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DISTRIBUTOR
FINANCE

B Goods + invoice

3
A invoi tion d
MAJOR EXPORTER B ccepted invoice + transaction docs DISTRIBUTOR
n Contacts A
B Funds distributor in case |
(invoice amount) Of de'ay/default

------J

g B Collects on due date from
n ArcoRLadinValce-ines A distributor (invoice amount

+ discount charges)

=
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