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EXCHANGE of USD 100.000

AT (TENOR) <——ii

PAY THIS FIRST BILL OF EXCHANGE (SECOND UNPAID) TO THE ORDER
OF OURSELVES THE SUM OF USD ONE HUNDRED THOUSAND.

FOR:
DRAWEE : . . : SELLER/EXPORTER
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1. Sale Contract
Buyer (Importer) Seller (Exporter)

5. Deliver Goods

2. Request
for Credit

4. Deliver Letter
of Credit

8. Documents 6. Present
and claim for Documents
payments

7. Present Documents
Exporter’s bank
(Advising Bank)
3. Send Credit

Importer’s bank
(Issuing Bank)



2 - Letter of Credit

Application

applicant

issuing bank

9 - Document

1 - Sale Contract

M

5 - Shipment
g

Release
4 - Advising Letter
of Credit

3 - Issuing Letter of Credit

beneficiary

-

6 - Presentation of

8- document control, payment release

7 - Presentation of documents

advising bank

documents



Method Goods Usual Time of Risk to Risk to
Available to Payment Exporter Importer
Buyer
Maximum-Relies
Cash In Advance After Before shipment Very low glqigmr;g
ARG ordered
Relies on
importer to pay
fi
Open Account Before payment | As agreed account as = Very low
compiete risk
Before payment. | After use; Substantial risk
- exporter retains inventory and unless through
Consignment title until goods | warehousing foreign branch of | Yery low
are sold or used costs to exporter | subsidiary
If draft unpaid. Assured of
gfmag‘gm Atk On presentation | goods must be quantity, also
Draft /DoCLERerits nt or draft to returned or quality. if goods
SROCRGEE Figrciit PEyrne importer disposed of, are inspected
usually at loss before shipment
Documentary Minnmal-Can
Collection/ Time Relies as check shipment

Draft/ Documents

Before Payment

On maturity of
draft

importer to pay

for quantity and

against draft quality before
Acceptance payment
Assured of
2 When quantity and
é%trﬁztofmgredn After documents are aiso quality at
tncontinod Payment available at Very low shipment if
shipment inspection report

is required
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1. Customer Relationship
2. Nature of Order

3. Political Situation

4, Economic Situation

5. Competitors offer terms
6. Risk of price changes

1. Need to control cash flow

CASH

New

Custom Custom Normal
Unstable Unstable Stable
Unstable Unstable Stable

No
Yes

Yes

L/C

New

No
Yes

Yes

COLLECTION 0O/A

Established Established
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