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Legal study on banks’ risks in international factoring

LI Xun
(School of Law, Wuhan University, Wuhan 430072, China)

Abstract: International factoring has become an important way of settlement in international trade. From the point of law,
it is a kind of comprehensive financial service provided by banks, which deals with the receivables produced along with
the basic trade. In the service, what banks mostly encounter are credit risks. That is, as factors, the banks may meet
with the potential possibility that their customers won’ t fulfill their obligations or will fulfill them improperly. Once it
turns into reality, it will bring economic loss to the banks directly. In essence, it is a kind of default risk, which in-
cludes importer’ s, exporter’ s, and corresponding factor’ s credit risks and national risk. The solution lies in building up
relevant legal precautionary mechanisms against them.
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