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/ Part | \Case Leadsin’,

A Chinese company A wanted to push sales of his products to a Japanese company B and made

ding such aspects as time, place, modes and instruments
international sales contract.

*Part I WRaading
International Payment

Payment for international trade is difficult and complicated for a number of reasons. First,
distance and more procedures are involved. Second, longer time is needed. Third,

regulations and laws may be involved. Fourth, currencies and financial systems are
in different countries. Payment must be handled with special care.

of payment is very important in an

Instruments of Payment

drawer) to another (the drawee),

requiring the latter to pay on demand, or at a fixed
ordeterminable future time a sum of

money to or to the order of g specifi

ed person, or to
I (the payee). The payee and the drawer are generally but not nece

ssarily the same
s the drawer can instruct the drawee either to pay “to the order of ours

elves” or “to the
someone else”, for instance, the bank.

r calls for immediate payment on presentation to the payee while the latter is payable
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at a later date, e.g. 30, 45, 60 or 90 days after sight or a certain date. According to the identity of
the drawer, a draft can be either a commercial draft or a banker’ s draft. A commercial draft is
drawn by a firm or a person, while a banker’ s draft is drawn by a bank. According to whether
the draft is accompanied by shipping documents or not, a draft is either a clean draft or a
documentary draft. A documentary draft is accompanied by the relevant documents such as the B/L,
the invoice, the insurance policy, etc.

Check

Check is an unconditional order drawn by adepositor on a bank, requiring the bank to pay

the sum of money to the payee. A check is always at sight and should be paid upon presentation.
If a check is issued by a bank, it is called a banker's demand draft.
Promissory note

Promissory note is an unconditional written promise made by one person to another person,
engaging to pay on demand, or at a fixed time or determinable future time a sum of money to of
to the order of a specified person, or 10 the bearer. A promissory note can be issued by a person,

a firm or a bank, but those issued by persons and firms are not widely used in trade today.

Terms of Payment

Remittance

Remittance means that the payer may on his own initiative remit money to the payee
through banks or other institutions. In this case, the buyer gives money to his local bank, the
local bank, in turn, issues a trust deed for payment and sends it for payment to its branch or
correspondent bank in seller’s country and instructs the bank to make payment to the seller.

According to the different means of sending the trust deed for payment, remittance can be
divided into mail transfer (M/T), telegraphic transfer (T/T) and demand draft (D/D). M/T refess
to the transfer made between banks by mail, with the advantages of low charges. T/T refers
the transfer made by telecommunication system such as telex or telegraph. Under D/D, the
remitting bank, at the request of the buyer, draws a demand draft oﬁ its branch or correspondet
bank. and instruct the latter to make a certain amount of payment to the seller on behalf of the
buyer. The buyer will buy the demand draft from the remitting bank and send the draft to th
seller who will present the draft to the paying bank to get money. D/D is transferable, whichi
different from M/T and T/T. Among these, T/T is very fast and SWIFT members are ablet
transfer funds within their own telecommunication network at a lower cost, which has made T
very popular as most international banks are SWIFT members.
Letter of credit

In the practice of foreign trade, the importers prefer to gain control over the goods befe

paying the money while the exporters prefer to get paid before releasing the goods.




period to make payment, say, 30, 45, 60 or 90 days after presentation of the documents, but he is
not allowed to get hold of the documents until he pays. In the case of D/A, documents are
handed over to the importer upon his acceptance of the draft drawn by the exporter. Payment
will not be made until a later date. Then the collecting bank deducts the relative commissions
and charges and remits the balance to the remitting bank which will transfer the sum into the

exporter’s current account.

New Words and Expressions

1. procedure [pra'si:d3a] n. R, R, PR

2 unconditional [iAnkan'difanal] adj. JEAR A, 4ERf HY
3 determinable [di'to:minabl] adj. ATHRFE )

4, specified ['spesifaid] adj F7E ]

5. usance ['ju:zons] adj. LAY n. =HEHARR

6. presentation [iprezan'terfan] n. #r
3
8
9

identity [a1'dentiti] n. B, FibE
depositor [di'ppzita] n. FFKA , (AT B fit
. remittance [r1'mrtans] n. JLAF, 1K
10. trust deed (5461, BHEH
11. correspondent [(kori'sppndant] adj. X B
12. release [r1'lizs] vt. s, BT
13. preseribe [pr1'skraib] vt. HUE , fqiE
14. tender ['tenda] vt. $2tH
15. irrevocable [1'revokabal] adj. A~ AT 4 1Y A BERCERY i
16. revoke [ri'vauk] vt. JH(EH , BUH BEBR '
17. beneficiary [,bena'fifari:] n. ZIAN L ZEN
18. assurance [2' Juarans] n. fRIE, 4R B
19. revolving [r1'volvip] adj. TEFHAY
20. expiry [1k'spatari] n. T, & 1k ,Ja A
21. forward ['fo:wad] vt. Kk FeaF 443
22. deduct [dr'dakt] vt. FIBR, %

Notes

| SWIFT: 4% Society Worldwide Interbank Financial Telecommunication( FRER R L4
LR ) | B — AT AU i R A M A,
H R BTSSR R0 & M SN AT R AR SR LR
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I SWIFT cODE, TR, 3 i
aﬁﬁc%ﬁ:.ﬁm&ﬁrﬁi ICZEWksT .

What is the main advantage of LL/C?

What are the types of L/C?

ks wi ith the best choice.
. There is 5 draft whoge drawer

and drawee are both bankers, Which
-~ followings?

one is it in the
4 Commercig) draft.

b. Banker’s draft.
€. Clean draft.

d. Documentary draft.

Thars
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c. Payee. d. Bank.

3. A Check is a kind of drawn on a banker.
a. sight draft b. time draft
c. sight promissory note d. time promissory note

4. Which one of the following is not the means of remittance?
a. L/G. b. M/T. B 1 d. D/D.

5 Which means of international payment is a kind of banker’s credit?

a. Remittance. b. Collection. ¢ L d. D/D.
6. Which L/C means double guarantee for the beneficiary?

a. Revocable L/C. b. Documentary L/C.

¢. Confirmed L/C. d. Transferable L/C.
7. As to confirmed L/C, the payment responsibility of confirming bank is

a. primary b. secondary c. third d. fourth
8. The most important document in documentary collection is

a. commercial invoice b. certificate of origin

c. bill of exchange d. certificate of inspection

9. As to the exporter. the risk of D/P, D/A and L/C can be arranged (from great to small) as

followings:
a. D/A, D/P,L/C b. L/C, D/P, D/A
¢. D/P, D/A,L/IC d. D/A, L/C, D/P

10. In the following terms of settlement, which is the most risky one for the exporter?

a. T/T in advance. b. D/A. ¢. D/P at sight. d. D/P after sight.

put payment.
|.  The buyer shall pay 100% of the invoice value in advance by M/T to reach the seller ot
later than July 15, 2012.
2. The payment is made by D/P after 60 days sight. The buyer shall duly accept the doc .
draft drawn by the seller at 60 days sight upon first presentation and make payment

maturity. The shipping documents are to be delivered against payment only.

3. The buyer shall open through a bank acceptable to the seller an irrevocable sight
reach the seller 45 days before the date of delivery, valid for negotiation in China until
15th day after the shipment date.

4. Payment: by irrevocable L/C payable by draft at sight opened by the buyer through &
acceptable to the seller to reach the seller 30 days before time of shipment and remain v

for negotiation until the 15th day after the date of shipment.
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