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Credit Enhancement Constraints in the Securitization of Supply Chain Bills
GE Huijuan ZHANG Qiang LIU Meichen CUI Xiaoqiu
(Investment Banking and Strategic Clients Department, Bank of Nanjing)
Abstract The securitization of supply chain bills has achieved initial success on a transaction-by-transaction basis,
yet the shift from one-off issuance to regular and continuous operations suffers from several practical constraints.
Using 25 Chengxin No. 1 ABNOO1 as a case study, this paper examines the conditions required for moving supply
chain bill securitization toward a sustainable issuance model. The study shows that the principal constraints arise
from three areas: the all-in financing cost, the timeliness of fund availability, and credit enhancement and credit
approval mechanisms. In addition to coupon payments, underwriting, trust administration, credit rating, legal, and
credit enhancement fees are difficult to dilute when the issuance size is relatively small. Asset screening and internal
approval procedures may also lengthen the time required for funds to reach financing enterprises. Meanwhile, payment
guarantees can mitigate the credit risk of bill acceptors but may also impose additional credit eligibility requirements.
This paper proposes streamlining issuance procedures, reducing fixed costs through larger-scale or repeated issuance,
establishing a reserve pool of eligible assets in advance, and improving credit enhancement.
Keywords Supply Chain Bills, Asset Securitization, Financing Costs, Issuance Efficiency, Credit Enhancement
JEL Classification G21 G23 G32
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