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Credit for Latin American SMEs dried up when
Covid-19 struck but a new Greensill partnership aims
to unlock $750 billion of working capital

FAIR FINANCE IN LATIN AMERICA

When Covid-19 struck Latin
America, major corporations
swiftly imposed harsher
payment terms on small and
medium suppliers, forcing them
to scramble for credit. However,
a clampdown by mainstream
lenders has left many in urgent
need of alternative working
capital solutions.
Greensill, the leading global provider of
working capital finance for businesses
and people, is rapidly scaling up to offer
Latin American businesses a muchneeded lifeline and fairer access to
finance. The firm, which already has major
clients in Latin America, will accelerate
expansion in partnership with Omni, the
foremost digital lender to SMEs in the
region.

2

FAIR FINANCE IN LATIN AMERICA

Greensill has acquired Omni as
part of a strategic plan to unlock a
potential $750 billion in working
capital finance in Latin America - a
market of some 20 million micro,
small and medium sized enterprises
whose borrowing needs are today
poorly served or unmet by banks.
The SME sector is of critical importance to Latin
America both for growth and employment. In lowincome countries SMEs create 90% of new jobs. Yet,
Latin American SMEs account for 20% of the global
unbanked market and, according to Corporacion
Andina de Fomento (CAF), Development Bank of
Latin America, 37% of entrepreneurs in the biggest
economies face barriers to accessing credit.
This can have dire consequences, particularly in an economic
downturn. According to CB Insights, the second most commonly
cited reason for the failure of small businesses is not enough
access to capital.
Omni, founded two years ago in Bogota, Colombia by fintech
pioneers Diego Caicedo and Andres Abumohor, already serves
SME suppliers to large companies in Chile and Colombia and will
expand across the region as part of the Greensill family. Mexico
and Brazil are first on the list.
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Omni CEO and co-founder
Diego Caicedo says Greensill and
Omni have a shared vision. They
want to make access to capital
easier, faster and more affordable
for SMEs in a region that faces
significant challenges but also
presents a major opportunity
to revolutionise how SMEs
access working capital.
He says: “Greensill’s deep financial knowledge and
expertise, combined with our own sophisticated
technology platform and understanding of risk and
local market knowledge, give us the opportunity to
scale faster than anyone else could in Latin America.
“Since Covid-19 struck, big corporations have extended payment
terms for SME suppliers in Latin America from 30 days to
90 days – that means they need three times as much capital
because they’re waiting three times as long to get paid.”
Caicedo says the way for SMEs to conserve cash is to monetise
receivables in order to unlock capital to pay workers and
suppliers, and buy materials to continue to operate.

90
Number of days
to payment
for many Latin
American SMEs

It works like this: receivables, which are debts owed to a
company from sales made but not yet paid for are ‘sold’ to a
lender such as Greensill which releases cash ahead of time to
the SME. This enables them to access capital when they need it
rather than waiting for payment to arrive.
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Caicedo says that just as people are practising ‘social
distancing’ to reduce the risk of being infected by
Covid-19, traditional lenders are practising ‘credit
distancing’ - withdrawing or refusing credit lines to SMEs
for fear of defaults.
Omni’s data shows a huge spike in SME applications for credit in
March as the spread of Coronavirus accelerated. In May, however, it
was evident that lending from mainstream financial institutions had
rapidly dried up.
“In Chile alone, we saw a 40% month-on-month fall in the amount of
capital being obtained by SMEs,” says Caicedo. “Banks are cutting
credit because they’re running blind and afraid of what’s to come.”

40%
Reduction in
SME financing
since Covid

“We’re not running blind. Our systems provide rapid real-time risk
analysis. That means we have a clear understanding of risk in realtime and we can keep lending to SMEs through difficult times. While
everyone else is pulling back, we’re moving forward and creating
long and stable relationships with market leaders.”
Latin America represents a major growth opportunity, despite the
fact that economists forecast a sharp contraction in economic
output across the region this year and next.
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Caicedo is candid about what lies ahead. “We’re looking at going
back five to 10 years in terms of growth for small and medium
enterprises but we have a deep belief that the wider supply chain and
ecosystem will survive. Threats also create opportunities and we’re
responding to the current crisis and its aftermath in a way that can
help businesses - and ultimately economies, recover.”
Sectors such as food manufacturers and food retailers, particularly
discount supermarkets, are growing sales during the crisis and need
more working capital, not for survival but to respond to increased
demand. Others, like oil services, need to keep essential services
operating despite falling oil prices and weaker demand. Omni serves
both those important sectors.

15bn
electronic invoices
issued from Latin
America in 2017

In terms of market focus, while Greensill has historically served
companies with turnover starting from $250 million, Omni’s client
base starts at $50 million of sales. Together the two companies can
serve a broader spectrum of the market.
Caicedo says one reason Latin America represents such a growth
opportunity is that the region is a global leader in electronic invoicing
which means there is a big bank of data on companies’ financial track
records. In so-called e-invoicing, every business invoice is issued and
passed through the government, creating a centrally-held digital
record of all business activity.

Chile was in the vanguard,
becoming one of the first countries
in the world to implement electronic
invoicing in 2003. Since then it has
become widely adopted across the
region, with many countries making
it mandatory, partly to crack down
on tax evasion. Latin American
accounted for 15 billion of the 36
billion e-invoices issues worldwide
in 2017.
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Caicedo explains that electronic invoicing benefits SMEs
as well as governments as greater transparency and
availability of invoice data makes it easier to assess and
price risk accurately, aiding credit decisions. Also Greensill
can structure bespoke working capital finance solutions
for clients, which can give businesses more financial
flexibility, particularly important in a downturn.
Omni makes decisions on credit applications within 24 to 48 hours.
This compares to lengthy and bureaucratic bank processes which
rely on reams of paperwork that must be independently verified and
assessed.

We have access
to raw unfiltered
real-time data so
we understand a
client’s business for
what it is now, not
what it was.”
Diego Caicedo, CEO and
co-founder, Omni

“A quick decision is important – a CFO needs to know options
for accessing finance as soon as possible or the business will be
paralysed. We have access to raw unfiltered real-time data so we
understand a client’s business for what it is now, not what it was.”
Omni began operating in Chile where SMEs are well-informed on
how monetising receivables can unlock capital. The challenge for the
rest of the region is to improve understanding of the benefits of this
approach both in terms of speed, flexibility and cost.
Caicedo says a major benefit is that unlike with banks, there are no
fees. Also, on average the cost of accessing a working capital finance
solution linked to receivables monetisation is 30% lower than the
cost of more conventional forms of credit. For Latin American SMEs
caught in a credit squeeze, Greensill’s expansion in the region could
not have come at a more opportune time.
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Latin American
oil company
Greensill completed its first supply chain
financing programme in Latin America in 2015
with a landmark arrangement for a large oil
company.
Oil is a major driver of growth across much of the region, so big
moves in the oil price have a significant effect on not only the
finances of corporates but whole economies, including the oil
sector’s extensive supply base.
In 2015 oil prices experienced their biggest falls since the 2008
global financial crisis, driven lower by a global supply glut. This
forced Greensill’s client to extend payment terms to its suppliers
from just 20 days to 180 days, severely constricting the cashflow of
the entire supplier base.

$700m
Programme
rated ‘Best Deal’
by Global Trade
Review

To alleviate the serious cashflow squeeze, Greensill created a
bespoke low-cost supply chain finance programme for the oil
company that enabled more than 70 suppliers to receive early
payment of invoices, without restricting capacity.
The programme covered $700 million in outstanding assets and
became one of the main funding sources for the oil company’s
supplier base. The programme was named ‘Best Deal’ by Global
Trade Review in 2016.
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Multinational
telecom company
Accounting changes prompted a multinational
telecoms corporation to reassess how it dealt
with contracted sales of phone handsets and
other corporate ‘receivables’.
It is the reason they turned to Greensill for help.
For large companies operating across many countries and in
multiple currencies, financial flexibility is one of the attractions of
receivables monetisation. Receivables are essentially debts owed
to a company for contracted sales of goods or services for which
they have not yet been paid.
Greensill allows portfolios of receivables to be monetised,
generating cash ahead of time for clients, with an option to
structure an off balance sheet solution.
Greensill’s telecoms client was seeking solution to generate cash.
The catalyst for taking action was changes in accounting practices
known as IFRS 15. Greensill’s solution enabled six of the client’s
Latin American subsidiaries to monetise portfolios of both handset
and corporate receivables.
An additional benefit was that as the solution was based on
the client’s creditworthiness, it maximised the purchase
price of each portfolio. Greensill used its network of
partners to make the programme available for any Latin
American jurisdiction.
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Colombian
home products
manufacturer
Corona Group
One of Omni’s landmark deals in Colombia
was the country’s first multi-funded supply
chain finance programme for Corona Group
which manufactures ceramic dishes and other
home products.
The deal, put together on behalf of one of Colombia’s oldest
businesses, established in 1881, involved more than six Colombian
financial institutions.
Corona decided to work with Omni to implement a supply chain
finance programme involving more than 200 suppliers. The
programme was executed at a low cost, did not involve capacity
restrictions and enabled suppliers to receive early payment of
approved invoices.

$35m
Funding
programme
involving more
than 200
suppliers

The programme ran successfully with up to $35 million
in assets outstanding and ranks as one of the main
funding sources for Corona’s supplier base,
particularly for SME suppliers.
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Latin America
key facts

20%

of global unbanked
market are Latin
American SMEs

$

750

bn

Value of Latin American
working capital
finance market

37%

of leading Latin
American entrepreneurs
report barriers to
accessing credit
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