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How To Use Bill Discounting To Fund Your Growing

Business

Introduction

For small businesses, it's not always easy to get access to the capital you need to grow.

Traditional banks won't give loans to companies with less than $2 million in annual revenue,

and even then they'll only extend them for short-term periods at high interest rates. There's

another option: Bill Discounting. Bill Discounting is a way for you to get the funding you need

without having to give up equity or collateral, and with no need for personal guarantees. So

let's take a look at how bill discounting works and how you can use it to fund your growing

business!

 

What is bill discounting?

Bill discounting is the process of a business borrowing money based on the value of unpaid

invoices. It’s an alternative source of financing for growing businesses that don’t have access

to traditional bank loans.
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The process usually involves getting in touch with a bill discounter, who then provides you with

a loan based on your account receivables. You still retain ownership over those invoices until

they are paid by your customers, so there’s no risk to you as the business owner if any of them

default on their payment obligations. In fact, it can even work out well for you because these

transactions often result in lower interest rates than those charged by banks or other traditional

lending institutions (like credit unions).

 

How does bill discounting work?

Bill discounting (also known as invoice discounting) is one of the most popular ways to finance

your growing business. With this financing method, a lender provides you with an advance on

the money that’s owed to you by your customers. You use this advance to pay off outstanding

invoices and other bills, freeing up cash flow while reducing risk in your business.

Here’s how it works: when a customer agrees to buy goods or services from you, they can

choose between paying for them all at once—the standard way—or making payments over

time through invoice factoring or bill discounting. Factoring involves selling your receivables at

a discount (hence the name), while bill discounting lets borrowers use their invoices as

collateral for loans from banks or other financial institutions.

Bill discounters are similar to asset-based lenders in that they offer short-term loans based on

pledged assets like accounts receivable and inventory; however, whereas asset-based lenders

don't make any changes to their clients' businesses (except when extending credit lines), bill

discounters often provide additional assistance including help managing accounts payable

management systems that keep track of customer invoices so companies know exactly where

they stand financially at any given moment

 

When should you use bill discounting?

When should you use bill discounting?

When you need to pay a supplier immediately. If, for example, your company is waiting

on a delivery of raw materials and needs to pay the supplier before the goods arrive, bill

discounting can be used as an alternative source of financing.

When you have a credit problem with a supplier. If your business has a poor credit rating

or no credit history at all and it’s difficult for suppliers to extend payment terms, then bill

discounting could be helpful in allowing them flexibility in accepting payments from you.



This means that if any late payments become due from customers (for example if there is

bad weather), then these bills can still be paid on time without having to worry about

losing valuable business relationships or reputations.

When You Need To Pay A Supplier In Advance: In many situations where companies are

either new start-ups or have limited funds available at hand but need capital investment

upfront anyway; they may consider going ahead by raising funds through invoice

factoring contracts instead of taking out loans directly from banks which require collateral

securities along with regular interest rates charged annually on top of processing fees

etcetera...

 

What are the benefits of bill discounting?

With bill discounting in your business, you will enjoy the following benefits:

Improved cash flow. You can get money quickly without having to wait for days or weeks

for payment.

Reduced risk. You won't have to worry about being paid late by customers who are

having financial difficulties—the bank is covering all of the risk instead of you.

No collateral required. The bank doesn't ask for any security up-front (e.g., property,

stocks or bonds) before it lends out money with bill discounting, so there's no need to sell

off any assets that aren't already earmarked for other purposes and don't contribute

directly toward paying down your debts in any case; they're just going through a

temporary setback while they work things out between themselves or their creditors on

an ongoing basis over time period ranging anywhere between 1-3 years depending upon

how long ago they started working on paying off bills monthly installments.)

 

How do you get a bill discounting loan?

Here's how to get a bill discounting loan:

Contact a bill discounting company and ask them for a quote. You'll need to provide your

financials, credit report, business plan and credit limit.

Once you've got all that information in order, the lender will review it and decide whether

or not they want to give you the loan. If they do want to give you the loan, they're going to

ask for something that's called "collateral," which means they'll take possession of



something of value from your company (like some inventory) as security against

nonpayment on the loan.

It's important that when getting ready for this process by applying for financing or working with

an existing bank manager who handles these types of deals regularly so that there aren't any

surprises down along way such as hidden fees or higher interest rates than what was

originally quoted above being applied without warning at time when trying obtain approval

 

The process of taking advantage of bill discounting is quite

straightforward and can offer many benefits to businesses.

The process of taking advantage of bill discounting is quite straightforward and can offer many

benefits to businesses.

Bill discounting is a method in which you can use your invoice as collateral for a loan, which

means that you'll have access to money instantly when needed. The funds will be delivered to

you in full at the time of payment on your invoices, so there's no need for waiting around or

worrying about how long it might take before getting paid.

When using bill discounting, there are three main ways in which you can get access to this

cash: financing your business, funding working capital and growing your business by

expanding or growing organically (i.e., through organic growth).

 

Is bill discounting related to supply chain finance?

Bill discounting is not related to supply chain finance in any way.

Bill discounting is a way for companies to buy the products they need at a lower cost by

paying a discounted price. Supply chain finance is the system that allows companies to buy

their raw materials and products before they have sold them, allowing them to get their

supplies and products faster and cheaper than if they had to wait until they had sold all their

products.

 

Conclusion

If you’re looking to grow your business, bill discounting can be an excellent funding option. The

process is straightforward, flexible and offers a wide range of benefits for both lenders and
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borrowers. The key is finding the right lender for your needs—and there are many options out

there!


