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Introduction

Parties involved in this transaction

Types of Purchase Financing
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 Supplier (Anchor) 

Dealer (Buyer) Financier

Places an order1

Accepts the order 2

Applies for purchase order financing 3

Settles dues as per payment schedule 6

Delivers the goods as per the purchase order 5

After reviewing the 
creditworthiness of the 
dealer, financier makes 
the payment 

4

Purchase financing is a supply chain financing solution that helps dealer raise funds to make 
upfront payment to its Supplier (a large enterprise or anchor) against its confirmed purchases. 
This enables dealers with the flexibility to manage their cash flows in an effective way while 
providing sellers with quick access to required funds for large orders without depleting their 
working capital. By using purchase finance solution, both dealers and sellers benefit from 
improved cash flow.

The Dealer: The one seeking capital to fund the purchase of intermediate goods.

The Financier: The one providing financing to the buyer against confirmed purchases 
based on either Purchase Order or Purchase Invoice.

The Supplier: The provider of the intermediate goods to dealer.

Purchase order financing
Purchase order financing enables businesses with immediate access to funds against purchase 
order confirmed by the anchor. It allows dealers to pay the suppliers before invoices are 
generated, ensuring timely payment to vendors/anchors. It is an off-balance sheet arrangement 
that helps anchor bridge their working capital gaps and ensure timely sales realisation. 



Purchase invoice financing
Purchase invoice financing allows the businesses to avail credit by using the invoice issued by 
the anchor. It is an off-balance sheet arrangement that helps anchors bridge their working capital 
gaps and ensure timely sales realisation.

Quick Funding: Immediate payments to suppliers can help build trust, creating 
way for dealers to negotiate more favourable payment terms going ahead 
reducing the overall cost of borrowing.

Cashflow Management: With purchase financing, businesses get the flexibility to 
manage their payment obligations while suppliers get quicker upfront payments, 
this optimises working capital for both the buyers and sellers.

Ambitions Unleashed

Benefits of Purchase Financing Solution

 Supplier (Anchor) 

Dealer (Buyer) Financier

Places an order1

Accepts the order 
and raises invoice

2

Applies for Purchase Financing against the 
invoice issued by the seller

3

Settles dues as per payment schedule6

Delivers the goods as per the invoice 5

After reviewing the 
creditworthiness of the dealer, 
financier makes the payment

4

₹



Builds Supplier Relations: Timely payments to suppliers ease their cash flow 
pressures, strengthening the trust. This financial stability can encourage 
suppliers to collaborate more closely with the buyer and prioritise orders in times 
of shortages.

Streamlines Inventory: With purchase financing, businesses can source 
intermediate goods without depleting its working capital base. This also helps 
the dealers in maintaining adequate inventory during peak sales seasons without 
straining their cash reserves.

Collateral Free Funding: As purchase financing is based on confirmed purchase 
orders or invoices issued by the seller, no collateral is required.

Purchase financing solution is ideal for small and mid-size businesses looking to fulfil large 
orders but lack upfront capital. By obtaining quick access to short term funds, businesses can 
focus on their core operations or invest in growth opportunities like expanding production 
capacity, entering new markets, or launching new products.

Conclusion
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Disclaimer: The details mentioned above are for information purpose only. The information provided is the basis of our 

understanding of the applicable laws and is not a legal, tax, financial advice, or opinion and the same subject to change from time 

to time without intimation to the reader. The reader should independently seek advice from their lawyers/tax advisors in the regard. 

All liability with respect to actions taken or not taken based on the contents of the site are hereby expressly disclaimed.


