
Self-insurance

Suitable for Companies whose main is to save on 
the cost of transferring credit risk

Extent of bad debt provisions 
+ Administrative costs
+ Opportunity costs stemming from 
cashflow constraints on pursuing 
new business

While access is not an issue 
self-insured businesses must 
dedicate resources to ensure 
constant assessment of risk to 
ensure they’re adequately covered 

Yes, optional service with additional 
cost

Obtaining an LC, which has to be set 
up for each transaction, can be a 
time-consuming and challenging 
process

Acquiring the services of a factoring 
company can be resource-intensive 
with required documentation, such 
as schedules of accounts and copies 
of invoices, for each advance

Typically only accessible by 
companies in good financial 
standing and with established  
reputations

0.1%-2% of invoice value 1%-5% of invoice value + 
Arrangement fees and other 
administration fees

0.5%-1.5% Based on amount being 
guaranteed and the buyer’s  
reputation + Amendments, 
renewals and replacements will 
incur additional costs

Sellers who trade mainly within their 
domestic market and occasionally 
receive large export orders, or are 
considering trading with a new buyer 
whose creditworthiness is unknown  

Companies seeking to optimise 
cashflow, or who are unable to 
self-fund their trade receivables, or 
secure loans or lines of credit from 
banks

Securing large one-off transactions 
in well-developed jurisdictions, and 
when there is some concern over a 
buyer’s creditworthiness

How credit risk management tools compare

Risk
protection

 / coverage

Average cost

Ease of access

Debt collection 
service

Letters of credit Invoice financing Bank guarantees

Access to 
cash flow 

management 
capabilities

Business 
relationships

Other services

Setting aside working capital every 
year to cover potential losses 
constrains the ability of businesses 
to grow. Inaccurate provisioning for 
large and unexpected losses or bad 
debts also poses a big risk

Yes. But the cashflow boost provided 
must be weighed against the 
significant costs involved

Inadequate resources for risk 
assessment – a common challenge 
– can constrain a company’s ability 
to grow and build fruitful and 
long-term business relationships

Could hurt a trader’s ability to grow 
the business because buyers are 
increasingly reluctant to transact with 
sellers who demand an LC because 
they are hard to obtain/expensive 

Some buyers may see a seller’s use of 
factoring as a sign of financial 
distress while a factoring company’s 
focus on chasing payments can hurt 
longstanding buyer-seller 
relationships

Insisting on a bank guarantee in a 
competitive market could prompt a 
buyer to walk away from a potential 
deal
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Credit risk assessment; 
Ledger management

Trade credit insurance

Risk of non-payment 
*Irrevocable LC (ILC): Del credere risks 
*Confirmed ILC (CILC): Political risks

Risk of non-payment; protracted 
default (if opting for non-recourse 
financing)

Risk of non-payment; buyer 
insolvency

Cover against risk of non-payment; 
buyer insolvency; del credere risks; 
political risks

Major credit insurers have a 
worldwide presence, including in the 
APAC region, and are easy to access 
for traders looking for a cost-effective 
and comprehensive solution to 
facilitate open account trade

0.1%-0.4% of invoice value

Sellers looking to trade safely and 
confidently on open account terms 
and expand their business into new 
markets and geographies

Yes, typically included in policy

Acts as a gateway to obtaining trade 
finance and working capital as banks 
are more willing to transact with 
insured sellers

Promotes better and long-term 
working relationships by facilitating 
open account trade

Conditional cover for bank guarantees; 
Buyer background checks; Operational 
assistance and legal advice; Country 
risk analysis


