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 Alm
ost a year ago today, A

dvocate M
icah Avni w

as sitting in the bar at the 
Peninsula H

otel in H
ong Kong w

ith Shuki S
chw

artz, form
er point guard for the 

M
accabi Tel Aviv basketball team

. Schw
artz told him

 about the difficulties that he 
had faced as a young entrepreneur building his office furniture business.  

In retrospect, Schw
artz's furniture business, FIN

ISH
, is a success story, having 

been recently sold to a large C
anadian com

pany. But in the early days, he had 
difficulty raising m

oney to pay em
ployees and suppliers w

hile w
aiting for 

custom
ers to pay their bills.  

This w
eek M

icah Avni, a partner at Jerusalem
 G

lobal Ventures, signed an 
agreem

ent to establish the first independent factoring com
pany in Israel. Its 

purpose is to help sm
all- and m

edium
-sized businesses bridge the gap betw

een 
paym

ents to em
ployees, suppliers and others, and the tim

e it gets paym
ent from

 
custom

ers.  

In other w
ords, factoring provides businesses w

ith funding in exchange for an 
assignm

ent of obligations and debt collection.  

Avni nam
ed the com

pany Peninsula Financial after the place w
here the idea w

as 
born. The com

pany's investor group includes D
E S

haw
 & C

o. a m
ajor U

.S
. 

investm
ent fund, the D

ovrat G
roup, G

oldm
an Investm

ents ¿ a leading private 
factoring com

pany in the U
.S

., and Aharon C
ohen from

 Pi Financial.  

Avni brought M
ariano Ptascinsky to P

eninsula from
 Investec B

ank, w
here he 

specialized in factoring. The com
pany's board of directors includes Eylon 

Penchas ¿ VP of D
ovrat &

 C
o.; D

r. Shlom
o K

alish, the founder of Jerusalem
 

G
lobal Ventures; N

ir Brunstein ¿ C
EO

 of Poalim
 C

apital M
arkets and D

arren 
R

ockm
an ¿ a P

artner in G
oldm

an Investm
ents.  
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Learning the business  
 Avni, 35 years old, im

m
igrated to Israel som

e 20 years ago and w
orked at the law

 
firm

 of Yigal Arnon & C
o. Later he m

oved to Jerusalem
 G

lobal V
entures w

here he 
served as a general partner. In the past year, A

vni dedicated m
uch of his tim

e to 
visiting w

ith factoring firm
s in the U

.S. and learning the business.  

In parallel, he recruited a num
ber of investm

ent houses that specialize in the field 
to provide financial backing for P

eninsula. Avni discovered that factoring, w
hich is 

a trillion-dollar business w
orldw

ide, is alm
ost non-existent in Israel.  

According to the W
orld Bank, in 2003, factoring volum

e am
ounted to $208 billion 

dollars in the U
K

; $95 billion in France, $145 billion in the U
S, $195 billion in 

Taiw
an and $2.6 billion in C

yprus.  

H
ow

ever, in Israel the factoring business is underdeveloped. According to the 
W

orld B
ank, the annual factoring value in Israel w

as only $250 m
illion, m

ostly 
from

 im
port and export deals financed by the banks.  

Avni is sure that the situation w
ill change in the near future: "The business w

ill 
start to gain m

om
entum

 over the next few
 m

onths. W
e plan to provide one billion 

shekels in financing over the next five years. It is clear to m
e that w

e w
ill not be 

alone in this m
arket for long."  

H
e stresses that he is entering the business for Zionistic reasons as w

ell. "All 
around the globe, sm

all and m
edium

 sized businesses are recognized as the 
m

ost im
portant drivers of job creation" he said. "Large com

panies lay people off, 
w

hile high tech com
panies recruit a sm

all num
ber of em

ployees w
ith a lot of 

m
oney. Jobs are being created today in low

 tech."  

Avni em
phasizes that factoring com

panies diligence the quality of the clients and 
their business, and in this respect are positioned som

ew
here betw

een banks, w
ho 

focus on the com
pany's financial situation, and venture capital funds, w

ho fund 
only high tech. "This business is highly profitable, and highly risky. O

ur expertise 
is m

aking sure that in 90%
 of the situations a polite phone call from

 a clerk 
rem

inding the custom
er to pay w

ill be sufficient, so that w
e don¿t have to rely on 

collection proceedings."  

Avni's new
 offices in R

am
at G

an are not furnished yet, but that does not seem
 to 

bother him
. "W

e are located on the 39th floor," he quips, m
aking it the highest 

factoring com
pany in the M

iddle East.  

According to A
vni, P

eninsula w
ill fund entrepreneurs w

ho have started business 
and are seeking financing for the grow

th stage. "O
ur aim

 is to help 100 
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businesses get on their feet over the next five years." Peninsula has already 
signed m

illions of shekels in deals w
ith a professional cleaning service in R

an 
G

an, and a firm
 that specializes in im

porting and exporting chem
icals.  

W
hat is factoring? Factoring aim

s to solve cash flow
 problem

s faced by m
ost 

businesses. Today, businesses have no choice but to provide their custom
ers 

w
ith an average of 90 days of credit. D

uring this tim
e, the com

pany m
ust finance 

salaries, raw
 m

aterials, and other expenses to provide goods and services for the 
custom

er. The cash flow
 problem

s that result from
 this situation prevent 

businesses from
 taking on new

 custom
ers that require w

orking capital. Factoring 
com

panies purchase the credit that businesses provide to their custom
ers, and 

pay them
 cash im

m
ediately. B

y doing so, they alleviate the risk that the custom
er 

w
ill not pay at the end of the day.  
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