





The Different Financial Services (Consumer and Corporate)
ADSERO Student Contribution Project 2021



5 December 2021




Table of Contents
1-	Overview on the Available Forms of Financing in Egypt:	3
2-	Brief Comparison between Banking and Non-Banking Facilities:	4
3-	Legal Framework of the Non-Banking Financial Facilities:	4
3.1	Financial Leasing:	5
(a)	Regulatory Framework and Scope of Application:	5
(b)	Legal Liability of the Financial Institution and the Consumer:	6
(c)	Advantages and Disadvantages of Financial Leasing:	6
(i)	Advantages for the Lessee:	7
(ii)	Advantages for the Lessor:	7
(iii)	Disadvantages for the Lessee:	7
3.2	Factoring:	7
(a)	Regulatory Framework and Scope of Application:	8
(b)	Legal Liability of Financial Institution and Consumer:	8
(c)	Advantages and Disadvantages of Factoring:	9
(i)	Advantages of Factoring:	9
(ii)	Disadvantages of Factoring:	9
3.3	Consumer Finance:	9
(a)	Regulatory Framework and Scope of Application:	10
(b)	Advantages and Disadvantages of Consumer Finance Companies:	10
(ii)	Disadvantages of Consumer Finance:	11
3.4	Mortgage Finance:	11
(a)	Regulatory Framework and Scope of Application:	11
(b)	Advantages and Disadvantages of Mortgage finance activities:	12
(i)	Advantages of Mortgage Finance:	12
(ii)	Disadvantages of Mortgage Finance:	13



1- [bookmark: _Toc88751269][bookmark: _Toc88751318][bookmark: _Toc88751369][bookmark: _Toc88751420][bookmark: _Toc88751470][bookmark: _Toc88751471]Overview on the Available Forms of Financing in Egypt:
In the current global market situation, individuals are in need for financial support to attain their needs. Companies as well require liquidity to finance their projects, thus, they resort to various venues of finance, these sources of finance could be either internal or external. 
Corporations might resort to internal sources that depend on funds options withing a business which can take the forms of retained profits, owner’s capital, or selling assets.[footnoteRef:2] Additionally, external finance provided by Financial Institutions (“FIs”), which could be classified into banking or non-banking.[footnoteRef:3] FIs assume the function of channeling funds to companies and individuals.[footnoteRef:4] [2:  Pascal Quiry and others, Corporate Finance: Theory and Practice (John Wiley and Sons Ltd., 2005)]  [3:  Determination of Financial Institutions Meaning in the Decisions of the Authority, Financial Supervisory Authority Decision No. 166 of 2020 for the; Anti-Money-Laundering, Cabinet Decree no 951 of 2003 for the issuance of the Executive Regulation for Law no. 80 of 2002; Frank J. Fabozzi, The Basics of Finance: An Introduction to Financial Markets, Business Finance, and Portfolio Management (John Wiley & Sons, Inc., Hoboken, New Jersey. 2010); Troilo M and others, “Legal Systems and the Financing of Working Capital” (Research Gate February 2018); 2014 Virginia Code: Title 6.2 - Financial Institutions and Services, Section (6.2-100), Definitions]  [4:  Anthony Saunders & Marcia Millon Cornett, Financial Markets and Financial Institutions (5th edition, McGraw Hill-Irwin 2012)] 

In fact, Banking FIs rely heavily on creditworthiness and the business’ balance sheet which make the accessibility to bank loans harder than the non-banking financial facilities provided by the Non-Banking Financial Institutions (“NBFIs”). Consequently, the investors prefer to resort to NBFIs.[footnoteRef:5]  [5:  Sarah Nasr, “Financial Leasing in MENA Region: An Analysis of Financial, Legal and Institutional Aspects”, World Bank.] 

On a side note, the legislator began in late nineties to adopt new legislations[footnoteRef:6] that were influenced by American and French doctrines[footnoteRef:7] regulating Non-Banking Financial Facilities. Moreover, the legislator designated the Financial Regulatory Authority (“FRA”) to regulate, supervise NBFIs, and to replace any other authority that assumed the role of regulation and supervision of Non-Banking Financial Facilities in previous laws.[footnoteRef:8] [6:  Financial Leasing Law no. 95 of 1995 amended by Law no. 176 of 2018 for the Regulation of Financial Leasing and Factoring Activities.]  [7:  Abd Al-Rahman Al-Sayed, Financial Leasing Contract: A Comparative Study between the Egyptian, French and Saudi Arabian Systems, (2nd edition, Dar Al-Nahda Al-Arabiya, 2016); French Law no. 433 of 1966 Regulating Financial Leasing Activities.]  [8:  Regulation of Supervision Over Markets and Non-Banking Financial Instruments in Egypt, Law no. 10 of 2009, articles (1), (2) & (3)] 

To further comprehend the different facilities provided under the Egyptian legal system, a comparison between Banking and Non-Banking Financial Facilities will take place as well as an in-depth analysis of four examples of the main Non-Banking Financial Facilities as follows: (1)Financial Leasing, (2)Factoring, (3)Consumer Finance, and (4)Mortgage Finance.

2- [bookmark: _Toc88751472]Brief Comparison between Banking and Non-Banking Facilities:
In order to completely comprehend the points of divergence between Banking and Non-Banking Financial Facilities, great attention must be drawn towards their core meaning; as the
Banking Financial Facilities provide credit options that are solely regulated and supervised by banks which have the capacity to set the procedures due for acquiring credit facilities. Banking Financial Facilities could be short-term or long-term loans.[footnoteRef:9] Long term loans refer to loans with an original or extended maturity of more than one year.[footnoteRef:10] Accordingly, short-term loans are loans that have an original maturity normally of one year or less.[footnoteRef:11] The applicant for a facility before a bank shall provide his indebtedness record before any other bank.[footnoteRef:12] [9:  Masato Abe and others, “Policy Guidebook for SME Development in Asia and the Pacific” (ResearchGate October 15, 2012)]  [10:  Organisation for Economic Co-operation and Development Statistics Directorate, “OECD Glossary of Statistical Terms - Long-Term Loans - DAC Definition” <https://stats.oecd.org/glossary/detail.asp?ID=3801> accessed October 19, 2021]  [11:  Organisation for Economic Co-operation and Development Statistics Directorate, “OECD Glossary of Statistical Terms - Short-Term Loans - SNA Definition” <https://stats.oecd.org/glossary/detail.asp?ID=3115> accessed October 19, 2021]  [12:  Regulation of Central Bank and Banking System Law no. 194 of 2020, article (100)] 

On the other hand, Non-Banking Financial Facilities strongly acts as a substitute for banks; as they are not administered by regulatory banking agencies. NBFIs provide infrastructure to allow surplus resources to people and businesses with deficits.[footnoteRef:13]  [13:  Melecky, m., ‘Company Registration - Confidus Solutions’ <http://www.confiduss.com> Accessed 4 August 2021] 


3- [bookmark: _Toc88751321][bookmark: _Toc88751372][bookmark: _Toc88751423][bookmark: _Toc88751473][bookmark: _Toc88751474]Legal Framework of the Non-Banking Financial Facilities: 
Non-Banking Financial Facilities have been of a great importance in the last several years, which have led the legislator to regulate the framework of each non-banking facility and each institution offering any of these facilities, alongside with, the supervision and auditing of the FRA under Law No. 10 of 2009 over the Non-Banking Financial Facility and its Institutions such as the Financial Leasing, Factoring, Small, Medium and Micro-enterprises, Consumer Finance, Insurance, Insurance Funds and Mortgage finance. In this regard, a comprehensive analysis will take place of four (4) of the recently regulated Non-Banking Financial Facilities. 

3.1 [bookmark: _Toc88751475]Financial Leasing: 
Financial Leasing was regulated by virtue of Law No. 95 of 1995 which was repealed by Law No. 176 of 2018 regulating Financial Leasing and Factoring (the “Financial Leasing Law” and “Factoring Law”). Article one of the recent Law defined Financial Leasing as an activity where a company (the “Lessor”) grants (the “Lessee”) the right to use their asset or an asset provided by a supplier, for a certain period in exchange of a rental fee as per the provisions set in the Financial Leasing Contract. The contract must be drafted according to the template set by the FRA.
The Lessee may buy the whole asset or part of it at the end of the contract by virtue of the terms stipulated therein taking into consideration the paid amount throughout the contract. If the lessee denies purchasing the asset, he may either return it back to the lessor or renew the contract by mutual agreement, but the contract may not be renewed implicitly, and it does not extend on its own whether there existed a notification to the lessee or not.[footnoteRef:14] [14:  Regulation of Financial Leasing and Factoring, Law no. 176 of 2018, article (9)] 

The legislator specified a difference between Financial Leasing and other lease agreements that might be similar to it such as Operational Leasing. The latter is a lease agreement that does not entail the option of purchasing the asset at the end of the contractual relationship.[footnoteRef:15]  [15:  Regulation of Financial Leasing and Factoring, Law no. 176 of 2018, article (4)] 


(a) [bookmark: _Toc88750821][bookmark: _Toc88750874][bookmark: _Toc88750925][bookmark: _Toc88750978][bookmark: _Toc88751030][bookmark: _Toc88751079][bookmark: _Toc88751126][bookmark: _Toc88751175][bookmark: _Toc88751224][bookmark: _Toc88751273][bookmark: _Toc88751324][bookmark: _Toc88751375][bookmark: _Toc88751426][bookmark: _Toc88751476][bookmark: _Toc88751376][bookmark: _Toc88751427][bookmark: _Toc88751477][bookmark: _Toc88750823][bookmark: _Toc88750876][bookmark: _Toc88750927][bookmark: _Toc88750980][bookmark: _Toc88751032][bookmark: _Toc88751081][bookmark: _Toc88751128][bookmark: _Toc88751177][bookmark: _Toc88751226][bookmark: _Toc88751275][bookmark: _Toc88751326][bookmark: _Toc88751377][bookmark: _Toc88751428][bookmark: _Toc88751478][bookmark: _Toc88750824][bookmark: _Toc88750877][bookmark: _Toc88750928][bookmark: _Toc88750981][bookmark: _Toc88751033][bookmark: _Toc88751082][bookmark: _Toc88751129][bookmark: _Toc88751178][bookmark: _Toc88751227][bookmark: _Toc88751276][bookmark: _Toc88751327][bookmark: _Toc88751378][bookmark: _Toc88751429][bookmark: _Toc88751479][bookmark: _Toc88750825][bookmark: _Toc88750878][bookmark: _Toc88750929][bookmark: _Toc88750982][bookmark: _Toc88751034][bookmark: _Toc88751083][bookmark: _Toc88751130][bookmark: _Toc88751179][bookmark: _Toc88751228][bookmark: _Toc88751277][bookmark: _Toc88751328][bookmark: _Toc88751379][bookmark: _Toc88751430][bookmark: _Toc88751480][bookmark: _Toc88750826][bookmark: _Toc88750879][bookmark: _Toc88750930][bookmark: _Toc88750983][bookmark: _Toc88751035][bookmark: _Toc88751084][bookmark: _Toc88751131][bookmark: _Toc88751180][bookmark: _Toc88751229][bookmark: _Toc88751278][bookmark: _Toc88751329][bookmark: _Toc88751380][bookmark: _Toc88751431][bookmark: _Toc88751481][bookmark: _Toc88750827][bookmark: _Toc88750880][bookmark: _Toc88750931][bookmark: _Toc88750984][bookmark: _Toc88751036][bookmark: _Toc88751085][bookmark: _Toc88751132][bookmark: _Toc88751181][bookmark: _Toc88751230][bookmark: _Toc88751279][bookmark: _Toc88751330][bookmark: _Toc88751381][bookmark: _Toc88751432][bookmark: _Toc88751482][bookmark: _Toc88751483]Regulatory Framework and Scope of Application: 
Financial Leasing can take two forms, as the Financial Leasing Contract can be concluded between a Lessor who is a licensed company to undertake Financial Leasing activities which engages in providing an asset to be used or possessed by the Lessee during the term of the Financial Leasing to a natural or legal Lessee.[footnoteRef:16] Or between the Lessor and a provider (“Supplier”) who transfers the ownership of the asset subject to the Financial Leasing Contract, to the Lessor in order for the latter to lease it to the Lessee to enjoy the possession or usage of such asset.  [16:  Regulation of Financial Leasing and Factoring, Law no. 176 of 2018, article 1(1), (7).] 

At the end of the Financial Leasing term, the Lessee may choose to buy the asset in whole or in part as stipulated in the contract taking into consideration the amount paid.[footnoteRef:17]  [17:  Regulation of Financial Leasing and Factoring, Law no. 176 of 2018 (article 9)] 

Financial Leasing activities may only be carried out by joint stock companies with paid-in capital of not less than ten million EGP, or the equivalent in foreign currency, after obtaining a license from the FRA.

(b) [bookmark: _Toc88750829][bookmark: _Toc88750882][bookmark: _Toc88750933][bookmark: _Toc88750986][bookmark: _Toc88751038][bookmark: _Toc88751087][bookmark: _Toc88751134][bookmark: _Toc88751183][bookmark: _Toc88751232][bookmark: _Toc88751281][bookmark: _Toc88751332][bookmark: _Toc88751383][bookmark: _Toc88751434][bookmark: _Toc88751484][bookmark: _Toc88750830][bookmark: _Toc88750883][bookmark: _Toc88750934][bookmark: _Toc88750987][bookmark: _Toc88751039][bookmark: _Toc88751088][bookmark: _Toc88751135][bookmark: _Toc88751184][bookmark: _Toc88751233][bookmark: _Toc88751282][bookmark: _Toc88751333][bookmark: _Toc88751384][bookmark: _Toc88751435][bookmark: _Toc88751485][bookmark: _Toc88750831][bookmark: _Toc88750884][bookmark: _Toc88750935][bookmark: _Toc88750988][bookmark: _Toc88751040][bookmark: _Toc88751089][bookmark: _Toc88751136][bookmark: _Toc88751185][bookmark: _Toc88751234][bookmark: _Toc88751283][bookmark: _Toc88751334][bookmark: _Toc88751385][bookmark: _Toc88751436][bookmark: _Toc88751486][bookmark: _Toc88750832][bookmark: _Toc88750885][bookmark: _Toc88750936][bookmark: _Toc88750989][bookmark: _Toc88751041][bookmark: _Toc88751090][bookmark: _Toc88751137][bookmark: _Toc88751186][bookmark: _Toc88751235][bookmark: _Toc88751284][bookmark: _Toc88751335][bookmark: _Toc88751386][bookmark: _Toc88751437][bookmark: _Toc88751487][bookmark: _Toc88750833][bookmark: _Toc88750886][bookmark: _Toc88750937][bookmark: _Toc88750990][bookmark: _Toc88751042][bookmark: _Toc88751091][bookmark: _Toc88751138][bookmark: _Toc88751187][bookmark: _Toc88751236][bookmark: _Toc88751285][bookmark: _Toc88751336][bookmark: _Toc88751387][bookmark: _Toc88751438][bookmark: _Toc88751488][bookmark: _Toc88751489]Legal Liability of the Financial Institution and the Consumer:
Financial Leasing Law has detailed the legal liability of the Lessor and the Lessee with regards to the liability of the Lessor for the inspection of the borrowed capital and ensuring that the correct purposes is used for which the finance was intended without causing any harm to the Lessee in the inspection process. In return, the Lessor has the right to require an insurance policy to ensure the agreed payments due for the lease term in case the Lessee fails to pay the required amount on time. 
On the other hand, the Lessee is held liable for any civil or criminal liability that results from the usage of the leased asset from the date of its delivery to the Lessee. Moreover, the Lessee is prohibited to sell or rent the leased asset to a third party as the Lessor is the official owner of the asset until the duration of the lease terminates[footnoteRef:18], and any such conduct would be considered void. In return, the Lessee has the right to use the capital in the method agreed upon with the Lessor. [18:  Ibid] 


(c) [bookmark: _Toc88751490]Advantages and Disadvantages of Financial Leasing:
Financial Leasing is supporting the development of the productive asset base of general tenants, which plays a prominent economic role, enhances the global competitiveness of local economic entreprises, and preserves the pace of development. For the last reasons, Financial Leasing offers a wide range of advantages for the Lessee and the Lessor; however, the Lessee may face some defects that may be considered as disadvantages.  
(i) [bookmark: _Toc88750689][bookmark: _Toc88750836][bookmark: _Toc88750889][bookmark: _Toc88750940][bookmark: _Toc88750993][bookmark: _Toc88751045][bookmark: _Toc88751094][bookmark: _Toc88751141][bookmark: _Toc88751190][bookmark: _Toc88751239][bookmark: _Toc88751288][bookmark: _Toc88751339][bookmark: _Toc88751390][bookmark: _Toc88751441][bookmark: _Toc88751491][bookmark: _Toc88750690][bookmark: _Toc88750837][bookmark: _Toc88750890][bookmark: _Toc88750941][bookmark: _Toc88750994][bookmark: _Toc88751046][bookmark: _Toc88751095][bookmark: _Toc88751142][bookmark: _Toc88751191][bookmark: _Toc88751240][bookmark: _Toc88751289][bookmark: _Toc88751340][bookmark: _Toc88751391][bookmark: _Toc88751442][bookmark: _Toc88751492][bookmark: _Toc88751493]Advantages for the Lessee:
Financial Leasing offers the Lessee with one hundred percent of the needed asset without being obliged to purchase the asset.[footnoteRef:19] Furthermore, the Lessors do not rely on creditworthiness, rather, scrutinize the Lessee’s ability to generate cash from the project, this process helps small businesses get liquidity through accessible venues compared to bank loans. Lastly, the Lessee may also negotiate the assets specs directly with the Supplier before the conclusion of the contract.[footnoteRef:20]  [19:  Mahmoud Fahmy and others, Financial Leasing: Legal, Accounting, Regulatory Aspects, (Dar Al-Nahda Al-Arabiya 1997)12-15]  [20:  Regulation of Financial Leasing and Factoring, Law no. 176 of 2018, article 12(1)] 

(ii) [bookmark: _Toc88751494]Advantages for the Lessor:
The Lessor does not incur any fees for the maintenance of the leased assets nor any taxes.[footnoteRef:21] And the leased asset can be repossessed if the Lessee defaults in payment.[footnoteRef:22] Further, the Lessor is exempt from the obligation of guaranteeing hidden defects if negotiations between the Supplier and the Lessee on the specs of the assets took place.[footnoteRef:23] Finally, the Lessor maintains his ownership for the asset which is a stronger security than a collateral.[footnoteRef:24]  [21:  Mahmoud Fahmy and others, Financial Leasing: Legal, Accounting, Regulatory Aspects, (Dar Al-Nahda Al-Arabiya 1997), 11]  [22:  Regulation of Financial Leasing and Factoring, Law no. 176 of 2018, article (26)]  [23:  Abd Al-Rahman Al-Sayed, Financial Leasing Contract: A Comparative Study between the Egyptian, French and Saudi Arabian Systems, (2nd edition, Dar Al-Nahda Al-Arabiya, 2016)]  [24:  Sarah Nasr, “Financial Leasing in MENA Region: An Analysis of Financial, Legal and Institutional Aspects”, World Bank] 

(iii) [bookmark: _Toc88751495]Disadvantages for the Lessee:
The negotiations reached between the Supplier and the Lessee are not binding upon the Lessor, consequently, the Lessor won’t be liable for the Supplier’s default unless agreed otherwise. Moreover, the Lessee is civilly and criminally liable for accidents and damages caused by the leased asset and the compensation cannot be refund. Finally, the Lessee incurs the maintenance fees and taxes, not the Lessor.[footnoteRef:25] [25:  Mahmoud Fahmy and others, Financial Leasing: Legal, Accounting, Regulatory Aspects, (Dar Al-Nahda Al-Arabiya 1997), 11] 


3.2 [bookmark: _Toc88750694][bookmark: _Toc88750841][bookmark: _Toc88750894][bookmark: _Toc88750945][bookmark: _Toc88750998][bookmark: _Toc88751050][bookmark: _Toc88751099][bookmark: _Toc88751146][bookmark: _Toc88751195][bookmark: _Toc88751244][bookmark: _Toc88751293][bookmark: _Toc88751344][bookmark: _Toc88751395][bookmark: _Toc88751446][bookmark: _Toc88751496][bookmark: _Toc88750695][bookmark: _Toc88750842][bookmark: _Toc88750895][bookmark: _Toc88750946][bookmark: _Toc88750999][bookmark: _Toc88751051][bookmark: _Toc88751100][bookmark: _Toc88751147][bookmark: _Toc88751196][bookmark: _Toc88751245][bookmark: _Toc88751294][bookmark: _Toc88751345][bookmark: _Toc88751396][bookmark: _Toc88751447][bookmark: _Toc88751497][bookmark: _Toc88751498]Factoring:
Factoring is a contract in which a goods’ seller or a service provider (the “Seller”) sells its current and future pecuniary rights resulting from the purchasing transaction concluded with the buyer of the goods and services (the “Debtor”) to a licensed company to practice Factoring activities (the “Factor”) in return of immediate cash from the Factor.[footnoteRef:26] As Factoring is an instrument to obtain short-term financing to increase the cash flow cycle with an improvement in liquidity[footnoteRef:27]. [26:  Regulation of Financial Leasing and Factoring Act, Law no. 176 of 2018, article 1(2),(20); Financial Regulatory Authority, Decree no. 163 of 2018, article (1); Panos Kouvelis and Fasheng Xu, “A Supply Chain Theory of Factoring and Reverse Factoring” (Research Gate July 23, 2020); ]  [27:  Financial Regulatory Authority Official (FRA), Factoring Activities information page. ] 


(a) [bookmark: _Toc88750844][bookmark: _Toc88750897][bookmark: _Toc88750948][bookmark: _Toc88751001][bookmark: _Toc88751053][bookmark: _Toc88751102][bookmark: _Toc88751149][bookmark: _Toc88751198][bookmark: _Toc88751247][bookmark: _Toc88751296][bookmark: _Toc88751347][bookmark: _Toc88751398][bookmark: _Toc88751449][bookmark: _Toc88751499][bookmark: _Toc88751500]Regulatory Framework and Scope of Application:
Factoring as a facility acts as a financing tool through which entrepreneurs obtain financial privileges which rise from commercial sales. The act of factoring itself entails that after purchasing the pecuniary rights, the relationship will be directly between the Factor and the Debtor, as the debt will be directly paid to the Factor[footnoteRef:28].  [28:  Regulation of Financial Leasing and Factoring Act, Law no. 176 of 2018, article (48)] 

In order for the Factoring to take place, three conditions must exist[footnoteRef:29];  [29:  Ibid, article (37)] 

1. The transaction must be arising out of commercial gain not from any cash lending operation;
2. The transaction should be free of any current and future rights of third parties, and
3. The transaction shall not be restricted as long as the parties did not agree otherwise. 
Factoring contracts are concluded according to the templates issued by the FRA and to include the conditions stipulated by the Factoring Law. 

(b) [bookmark: _Toc88751501]Legal Liability of Financial Institution and Consumer:
According to the Factoring Law, the Seller is under an obligation to disclose certain information specifically all the risks and obstacles that may intervene in the process of procuring the pecuniary rights, as well as any information related to the sold rights and its guarantees. Further, The FRA has the discretionary power to decide which information is legible for this disclosure, as well as the method of disclosure to the factor.[footnoteRef:30] [30:  Financial Leasing and Factoring Law no. 176 of 2018, article 46] 

Furthermore, the above-mentioned Law has guaranteed the Factor rights; as the Seller may be held accountable in case of the non-performance of the Debtor’s contractual obligations based on the Seller’s non-performance, and the demise of the right before its transference to the Factor, or the inability to transfer the right to the Factor.[footnoteRef:31] [31:  Financial Leasing and Factoring Law no. 176 of 2018, article 48] 


(c) [bookmark: _Toc88751502]Advantages and Disadvantages of Factoring:
Factoring as a Non-Banking Financial Facility guarantees an immediate cash flow for the seller who is in need of liquidity. This is advantageous for the Seller, but this does not negate the fact that Factoring has disadvantages as well.  

(i) [bookmark: _Toc88750697][bookmark: _Toc88750848][bookmark: _Toc88750901][bookmark: _Toc88750952][bookmark: _Toc88751005][bookmark: _Toc88751057][bookmark: _Toc88751106][bookmark: _Toc88751153][bookmark: _Toc88751202][bookmark: _Toc88751251][bookmark: _Toc88751300][bookmark: _Toc88751351][bookmark: _Toc88751402][bookmark: _Toc88751453][bookmark: _Toc88751503][bookmark: _Toc88750698][bookmark: _Toc88750849][bookmark: _Toc88750902][bookmark: _Toc88750953][bookmark: _Toc88751006][bookmark: _Toc88751058][bookmark: _Toc88751107][bookmark: _Toc88751154][bookmark: _Toc88751203][bookmark: _Toc88751252][bookmark: _Toc88751301][bookmark: _Toc88751352][bookmark: _Toc88751403][bookmark: _Toc88751454][bookmark: _Toc88751504][bookmark: _Toc88751505]Advantages of Factoring:
Factoring provides the Seller with liquidity without waiting till the maturity of bills, this liquidity might reach ninety percent from the pecuniary rights of the Seller.[footnoteRef:32] Further the seller may guarantee that the risk of insolvency of the Debtor is only covered by the Factor. Accordingly, the seller becomes able to invest in new projects, pay his loans, and minimize the risk of bad debts.[footnoteRef:33] On the other hand, the Factor may advantage from the Factoring process by purchasing the pecuniary right with diluted rates from the seller, without changing the rights and obligations of the Debtor. [32:  Financial Regulatory Authority, “Introductory Bulletin for Factoring”]  [33:  Nicoleta Bărbuţă-Mişu, “Factoring – Alternative of Short-Term Financing for Companies” (ResearchGate, 2013) ] 


(ii) [bookmark: _Toc88751506]Disadvantages of Factoring:
Factoring requires an assignment of the Seller’s rights to the Factor, which may be problem in the process of Factoring, in case the contract concluded between the Seller and the Debtor prohibits the assignment of rights, the Debtor’s consent shall be acquired.[footnoteRef:34] Accordingly, if the Debtor denies the assignment of rights to the Factor, factoring will not occur. [34:  Regulation of Financial Leasing and Factoring Act, Law no. 176 of 2018, article (41)] 


3.3 [bookmark: _Toc88751507]Consumer Finance:
Consumer Finance is an activity aiming to provide financial support for the purchase of goods and services by a consumer, for consumable purposes in installments proportionate to the consumer’s income. The financial allocation may be provided through commercial payment cards or any of the payment methods approved by the Central Bank of Egypt. Further, The activity won’t be considered a Consumer Finance activity unless the period required for the payment of installments is more than 6 months.[footnoteRef:35] [35:  Consumer Financing Activities in Egypt, Law no. 18 of 2020 (article 1)] 


(a) [bookmark: _Toc88751508]Regulatory Framework and Scope of Application:
Consumer Finance Activities are regulated under Law No. 18 of 2020 (the “Consumer Finance Law”). The Consumer Finance Activities are provided by either Consumer Finance Companies which shall be established for the sole purpose of undertaking the Consumer Finance Activities or Consumer Finance Providers which are manufacturers or distributers of goods. According to Consumer Finance Law, the Consumer Finance Companies may finance specific goods and services, which includes the durable goods, vehicles and educational, medical and touristic services. In the other hand, for the Consumer Finance Providers, they are permitted to only finance vehicles and durable goods [footnoteRef:36]. [36:  Consumer Financing Activities in Egypt, Law no. 18 of 2020 (article 2)] 

Consumer Finance Law provides for an obligation on the Consumer Finance Companies to enter into contracts with their clients based on a template set by the FRA. The contract must include the specification of the goods or services, the price of the goods or services upon purchasing and the amount to be paid by the consumer, the facility amount, the term of the facility, the number of installments, the value of each installment, the interest rate and the security provided by the consumer[footnoteRef:37].  [37:  Consumer Financing Activities in Egypt, Law no. 18 of 2020 (article 10)] 

On a side note, the Consumer Finance Companies may grant facilities through commercial payment cards and other payment methods approved by the Central Bank of Egypt, based on a contract concluded with a network of sellers and providers of consumer goods and services[footnoteRef:38]. [38:  Consumer Financing Activities in Egypt, Law no. 18 of 2020 (article 1)] 


(b) [bookmark: _Toc88751509]Advantages and Disadvantages of Consumer Finance Companies:
Consumer Finance facilitated the purchase of the daily fundamental goods and services by breaking down the expensive purchases into affordable installments. Even though the legislator aimed to aid consumers by virtue of such facilities, Consumer Financing is not free from disadvantages.

(i) Advantages of Consumer Finance: 
The consumer in the Consumer Finance contract is the owner of the purchased goods; however, according to the template of the Consumer Finance contract issued by the FRA, the consumer is prohibited from the disposal of the goods till the end of the financing term[footnoteRef:39]. The Consumer Finance secures funds for purposes not commercial or business purposes[footnoteRef:40]. Also, it increases the domestic demand on the consumable assets and equipment, thus, contributes to the growth of the investment, employment and economic growth[footnoteRef:41]. Further, The Consumer Finance services are exempted from the Value Added Tax[footnoteRef:42]. [39:  Financial Regulatory Authority Decree No. 869 of 2021 on the Templates of the Consumer Finance Contracts.]  [40:  “Overview on the Consumer Finance”, Financial Regulatory Authority Official Website.]  [41:  “Overview on the Consumer Finance”, Financial Regulatory Authority Official Website]  [42:  “Exemption of consumer finance services from value added tax” (July 7, 2021) <https://fra.gov.eg/fra_news/> accessed August 16, 2021; Ministerial Order no. 66 of 2017, Executive Regulation of Value Added Tax Law, article 78(4)] 


(ii) [bookmark: _Toc88751510]Disadvantages of Consumer Finance: 
If any consumer is from a governance that is stigmatized with terrorism especially in specific regions of Egypt, the Consumer Finance Company shall take that into consideration before issuing the facility.[footnoteRef:43] Even though this looks like a benign decree, but it hides a dark side as it stigmatizes the applicants for this facility from these regions with terrorism and opens the door for absolute discrimination between the applicants. Moreover, the Consumer Finance Law does not regulate of the interest rates imposed on the installments. [43:  Financial Regulatory Authority, decree no. 62 of 2020, Controls Against Money Laundering and the Financing of Terrorism for Companies Undertaking Consumer Finance Activities.] 


3.4 [bookmark: _Toc88751511]Mortgage Finance:
Mortgage Finance is facility aims at financing natural or legal investors (“Investors”), in order to invest in the purchase, renovation, construction or enhancement a property whether for residential, administrative, service and commercial purposes. 

(a) [bookmark: _Toc88750857][bookmark: _Toc88750910][bookmark: _Toc88750961][bookmark: _Toc88751014][bookmark: _Toc88751066][bookmark: _Toc88751115][bookmark: _Toc88751162][bookmark: _Toc88751211][bookmark: _Toc88751260][bookmark: _Toc88751309][bookmark: _Toc88751360][bookmark: _Toc88751411][bookmark: _Toc88751462][bookmark: _Toc88751512][bookmark: _Toc88750858][bookmark: _Toc88750911][bookmark: _Toc88750962][bookmark: _Toc88751015][bookmark: _Toc88751067][bookmark: _Toc88751116][bookmark: _Toc88751163][bookmark: _Toc88751212][bookmark: _Toc88751261][bookmark: _Toc88751310][bookmark: _Toc88751361][bookmark: _Toc88751412][bookmark: _Toc88751463][bookmark: _Toc88751513][bookmark: _Toc88751514]Regulatory Framework and Scope of Application:
Mortgage Finance Law No. 148 of 2001 (the “Mortgage Finance Law”) specified the activities that are subject to the application of such Law, which includes the purchase, construction, maintenance or improvement of properties. Also, the financing of purchasing the usufruct rights and the leasing of properties, the financing of the purchase of property with participation and profit schemes, and mortgage refinancing. Although, the activities are stated exclusively in the Mortgage Finance Law, the competent minister may add new activities to the Mortgage Finance field. [footnoteRef:44] [44:  Mortgage Finance in Egypt, Law no. 148 of 2001 (article 1).] 

Furthermore, the Executive Regulations of Mortgage Finance Law No. 1 of 2001 (the “Executive Regulations”) sets out the framework around which Mortgage Finance activities must exist. As such activities shall be exercised according to the rules and standards set by the Authority’s Board of Directors based on the nature of each activity[footnoteRef:45]. [45:  Executive Regulations of Mortgage Finance Law No. 1 of 2001 (article 3)] 

It is important to note that Mortgage Finance shall be secured by a lien on the property, or a mortgage. Further, such finance shall take the form of a contractual relationship between the Investor and the Mortgage Finance company (the “Financier”) on the forms issued by the FRA with a specific information stipulated under article 2 Bis of the Executive Regulations. [footnoteRef:46]  [46:  Executive Regulations of Mortgage Finance Law No. 1 of 2001 (article 2 and 2 Bis)
] 


(b) [bookmark: _Toc88750703][bookmark: _Toc88750860][bookmark: _Toc88750913][bookmark: _Toc88750964][bookmark: _Toc88751017][bookmark: _Toc88751069][bookmark: _Toc88751118][bookmark: _Toc88751165][bookmark: _Toc88751214][bookmark: _Toc88751263][bookmark: _Toc88751312][bookmark: _Toc88751363][bookmark: _Toc88751414][bookmark: _Toc88751465][bookmark: _Toc88751515][bookmark: _Toc88750704][bookmark: _Toc88750861][bookmark: _Toc88750914][bookmark: _Toc88750965][bookmark: _Toc88751018][bookmark: _Toc88751070][bookmark: _Toc88751119][bookmark: _Toc88751166][bookmark: _Toc88751215][bookmark: _Toc88751264][bookmark: _Toc88751313][bookmark: _Toc88751364][bookmark: _Toc88751415][bookmark: _Toc88751466][bookmark: _Toc88751516][bookmark: _Toc88751517]Advantages and Disadvantages of Mortgage finance activities:
Mortgage finance solved the housing conflict of people by granting various incentives to the Investors by offering a variety of activities that are covered by Mortgage Finance and privileges that are enjoyed by the Investor. On the other hand, the Financier is secured with a system of guarantees to reimburse their money, also, injecting funds into the market, activates the real estate industry, and creates new job opportunities. However, there are disadvantages that would put the investor in perils. 

(i) [bookmark: _Toc88751518]Advantages of Mortgage Finance: 
Payment of the facility may extend to twenty years or more if the payment schedule permits such extension.[footnoteRef:47] Furthermore, the Investor is allowed to accelerate the payment of the whole or part of the premiums to decrease the total amount of the due premiums according to the rules set by the executive regulation.[footnoteRef:48] Therefore, this provides the Investor with flexibility in the repayment of his loan and makes him capable of adjusting his budget accordingly. [47:  Financial Regulatory Authority, “Introductory Bulletin for Mortgage Finance” ]  [48:  Mortgage Finance in Egypt, Law no. 148 of 2001, article (9); Executive Regulation of the Mortgage Finance Law, decree no. 1 of 2000, article (11)] 

The Investor is allowed to sell, lease or to waive the usufruct rights of the financed property to a third party after acquiring the Financier’s permission, even though, such transaction is contingent upon the third party’s acceptance of subrogation.[footnoteRef:49]  [49:  Mortgage Finance in Egypt, Law no. 148 of 2001, article (7)] 


(ii) [bookmark: _Toc88751519]Disadvantages of Mortgage Finance: 
If the investor defaults, the Financier may undertake the procedures stipulated for in the law,[footnoteRef:50] this is perilous for the Investor as it makes the upcoming premiums due in full amount,[footnoteRef:51] The Financier in that case notifies the Investor of his default with a writ of execution annexed to the financing contract concluded between them.[footnoteRef:52] If the investor failed to pay within the period specified in the notification, the Property will be sold by public auction.[footnoteRef:53] [50:  Mortgage Finance in Egypt, Law no. 148 of 2001, articles (12) & (13)]  [51:  Mortgage Finance in Egypt, Law no. 148 of 2001, article (13)]  [52:  Mortgage Finance in Egypt, Law no. 148 of 2001, article (14)]  [53:  Mortgage Finance in Egypt, Law no. 148 of 2001, article (16)] 
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