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Index

Acceptance, 56, 326, 359
Advance against collections, 31-49
amount of finance, determining,
4446
currency, 46
equity or skin in the game,” 46
cargo insurance, 35-36
collection schedule of instruction, 39
control over the goods, 41-42
credit facility, 36-38, 43
dishonour of the collection
(non-acceptance or
non-payment), 34-35, 43
documents required, 39
drawdown documentation,
39-41
financing structure, 38-43
on acceptance of the bill of
exchange, 44
credit insured, 47
on despatch of the collection, 37
funding mechanism, 42
primary source of repayment, 34
protest, 35, 47, 285

receivable, capture, 43
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recourse, 35, 43, 47
limited, 47
without, 47

risk evaluation, 33-36

trade loan, 42

use of funds, 35

Advance payment, 134

seller’s perspective, 4

Advance payment guarantee, 119-130,

133-135

buyer’s protection, 9, 73

commodity finance and pre-export
payment, use with, 372

compliance risk, 128

condition precedent, 122

credit facility, requirement, 120, 134

due diligence, 123

transferable, compliance risk

implications, 123, 128

operative clause, importance of (a/so
commencement), 126—127, 135

pre-export finance, use of, 152

reducing value, 125, 135

refusal, 159

security, requirement, 120

See also Demand guarantee

421

stephen@axstradefinance.onmicrosoft.com


https://doi.org/10.1007/978-3-030-25139-0

422 Index

Bank aval (a/so aval), 48
debt purchase, 8, 48, 359
risk, to financier/purchaser, 48
without recourse, 48
Bills of exchange
acceptance, 8, 34
See also Collection
bill purchase, 48
insolvency of the seller (drawer),
implications of, 287-288
debt purchase, 361
endorsement, 39, 48, 344
finance (see Discount finance)
holder in due course, 288
independent debt obligation, 35
non-payment, 285-286
uninsured risk, 288
payment delay, 284-285
protest, 285
refusal to pay, 278
short payment, 285
sight payment, 351, 352
source of repayment, 280-282
Bills of lading, 19-30
cargo release, 28, 34
carrier, 22-23, 25
charter party bill of lading,
29, 374-375
charter party contract, 29, 375
risk to the financier, 375
consignee, 23-24, 305
named financier, to the order of,
24, 87, 182, 305
to order blank endorsed (also
shipper’s order), 24, 87, 182,
226, 305
straight consigned, 23
See also Letter of credit
constructive possession, 19, 305
contract of carriage, importance of,
84,224,373
freight prepaid, 84

control over the goods, 19, 226,
304, 322
freight forwarder, use of, 376
letters of credit, 53, 152, 181
document of title, 30
freight, 27-28
collect, 373
goods description, 25
pre-shipment inspection,
importance of, 25, 29
house bill of lading (a/so freight
forwarder’s bill of lading), 22
requirements, 41
law of the place, 24
See also Security
letters of credit, use with, 86—87
master bill of lading, 22, 23, 373
mates receipt, 288
originals, full set, 24, 29, 181
letter of credit presentation, 86
receipt, of originals, 5
received for shipment bills of lading,
24-25
requirements
advance against collections, 41
shipment, timeliness of, 375
shipped on board, 25
shipper, 27
documentary shipper, 27
signing capacity, 28
switch bills of lading, 27
terms of carriage, 23
to order blank endorsed, 87, 182, 373
to order of the issuing bank, 87, 182
See also Letter of credit

Cargo insurance, 302, 375-376
commercial considerations,
allocation of responsibility, 282
letters of credit, use with, 64, 89, 153
loss payee, 36, 302, 376
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negotiable, 375
payables finance, use with, 296
responsibility for, 228
requirements, use with advance
against collections, 35-36
responsibility, 4, 84, 309
Carriage
contract of carriage, 7, 223, 224
control over goods, 7
Certificate of origin
use with letters of credit, 88, 180
Collection (a/so documentary
collection), 31
acceptance, 8, 34, 226
See also Bill of exchange
advance against collections, 42
aval, 9
See also Bank aval
bill of exchange endorsement, 39
collection schedule of instruction, 39
DA collection, 31
dishonour, 34-35
DP collection, 31
financing, 38, 43, 44
See also Advance against collections
import, 11
payables finance, use with, 303
protest, 35, 285
purpose, 6
Commercial agreement (a/so contract),
368-369
ban on assignment, 232-233, 368
call-off, 368, 379
aged stock report, use with, 379
cancellation of, 230-231
cargo insurance, responsibility for,
228-229
commitment to purchase, 368
contents (also terms), 6
contra trade, 230
deductions, 369
delivery date and place, 222-223
divisible, 38, 196, 229, 257, 283, 368
instalment shipments, 229

Index 423

documents, shipping, 225
due date for payment, 227
entire (a/so entirety of contract),
196, 229, 368
instalment shipments, 229
evaluation of, 218, 219, 264
supplier, 371-372
goods, acceptance of, 227-228
grossing up, 233
importance of, receivables
finance, 279
jurisdiction, 234
exclusive, 234
non-exclusive, 234
law, governing, 234
penalties, 231-232
retention of title, 47, 233, 236, 249,
257, 369
‘all monies,” 233, 249
revision to purchase, 223-224
sale or return, 219
set-off or counterclaim, 230
title (a/so ownership), 184, 228
transfer of, 233-234
Commodity finance, 363-387
commodity, nature of, 364
hedging protection, 369
foreign exchange, 369
market price volatility, 369
pre-export finance (see Pre-export
finance)
warehouse (see Warehouse finance)
Conflicting needs, 1
buyer’s perspective, 5
preferred solution, 5
seller’s perspective, 3—4
preferred solution, 4
Counter credit, 330, 331
Credit facility
advance against collections,
36-38, 43
advance payment guarantee, 120
amount, 15-16
calculating, ‘purchases by day, 16-17
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Credit facility (cont.)

demand guarantees, 120, 130
back to back, 144
non-operative, 137, 145
variation in value, 137, 145

greater level, increased requirement

in international trade, 343

letter of credit, 153, 316-317
calculation of, 66-67
cash collateral, 153
unstructured, 153

payables finance, 312

pre-export finance, 157

pre-shipment, 198

receivables finance
calculation of maximum funds in

use MAFIU, 258

sub limits, managing risk exposure,
380, 390

See also Credit risk

Credit insurance, 366, 367

advance against collections, use
with, 47
aged debror list, importance of
(also debtor listing), 242, 243
approved territories, 245
assignment of debt, 257
claim notification, 47
claim waiting period, 236, 248
commercial risk, 236, 239
contract of insurance, 236, 250
endorsements, 239
proposal form, 239
schedule, 239
country risk, 236, 240
credit insured limit, 236
date of loss, 248
declarations, 237, 239, 249, 286
adverse collectible event, 237, 249
decline to cover, 300
deductibles, 236, 243-245, 250
aggregate first loss AFL, 236,
245, 250

excess, 236, 244, 250
excess, each and every, 244
threshold, 244
disclosure of all facts, 239, 271
dispute, buyer, 250
evaluation, risk assessment,

236, 239-250, 258
exclusions, policy, 239, 241
export percentage, 246
factor’s endorsement, 236
financier endorsement, 247
insolvency, 236, 239, 287
insured limit, buyer, 242-243

withdrawal, 242-243
insured percentage, 241-242
insured risks, 239-241, 367

insurable risk, 239
insurer, 250

credit limit, 250

credit status, 250

reinsurers, 250
interest, 248
joint insured (a/so trade finance

endorsement), 236, 247, 268,

270, 286
limited recourse financing,

47,251, 286

insolvency of the insurer, 287

uninsured risk, 288
losses arising, policy, 236, 248
loss payee, 47, 236, 247, 268, 286
maximum extension period, 236,

237, 243, 257
maximum policy liability (also

maximum payment liability),

47,236, 246, 250
maximum terms of payment, 243
minimum retention, 244
performance, of policy, 249-250
period of cover, 248
political risk, 47, 236, 240, 283-284
pre-delivery risk, 236, 240
premium, payment of, 247
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private buyer, 239
protest, importance of, bills of
exchange, 47, 286
protracted default, delay, 236, 240
public buyer, 235
receivables finance, use with,
257, 268-269
recourse, 288, 292
rejection, of a claim, 286-287
recourse, 287
retention of title, importance of,
47, 236, 249
‘all monies, 249
retention reserve, use of, 251
risks attaching, policy, 236, 248
risks, to the financier, 239
salvage, 249
source of repayment, 292
subrogation, 249
third country risk, 236, 240, 241
uberrimae fidei, principle of utmost
good faith, 237
uninsured events, 292
uninsured percentage, 242
minimum retention, 244
retention of risk, 242
without recourse financing,
236, 247, 250, 287
See also Without recourse
(also non-recourse)

Credit risk, 228

cash flow forecast, 168
conventional lending assessment, 164
credit gap, 2, 203, 216, 305,
364, 387
determining the level of
structure, 372
middle-party, financing of, 321
middle-party risk evaluation,
324-327
credit insurer, insolvency, 287
financial statement, analysis of,

seller, 262

Index 425

balance sheet, 262
cash flow statement, 263
profit and loss account, 262
going concern, 161, 162, 165, 168,
169, 198, 232, 253, 262
other credit facilities, exposure to, 169
payment delay, 284-285
seller’s exposure, 1
solvency, 168-169
aged creditor list, use of, 168
structured trade finance lending
assessment, 164—171
Customs clearance
export, 5
import, 4

Deferred payment, 56, 329
Delivery
place, 4
Demand guarantee (also guarantee)
advance payment (see Advance
payment guarantee)
assignment, 127-128, 140
to financier, 374
avoidance of payment, 122
back to back, 131-148
credit facility, requirement,
144-145
default, 133-134
risk evaluation, 133-138
structure, 138—143
cancellation, 127
claim demand, 125-126
complying, 120, 125
disputed, 129
no responsibility to validate, 126
statement, 126
commercial contract, independent
of, 123
conclusive evidence, 126
condition precedent, 122

stephen@axstradefinance.onmicrosoft.com



426 Index

Demand guarantee (a/so guarantee) (conz.)

conditional guarantee, 126
consideration, 123
counter guarantee
governing law, 128, 147
counter guarantor, 120
counter indemnity, 129
credit facility, requirement, 120, 130
risk exposure, 130
due diligence, 123, 130
expiry, 122, 127
limitation of liability, 130
extend or pay, 130
foreign laws and usages, 122, 127,
129, 130
governing law, 128-129
expiry date and cancellation, 130
See also Foreign laws and usages
guarantor, 120
independence, 123, 126
jurisdiction, 128-129
operative clause (/50 commencement),
126-127, 135, 137
by amendment, 137
automatic, 137
credit facility, 137, 144-145
overseas guarantee, risk
considerations, 147
performance (see Performance
guarantee)
private text, 121-122
purpose, 6
risk appreciation, considering the
bigger picture, 145-147
funding, 146
letter of credit issuance, 145-146
rules, 129
standard text, 122
transferable (a/so transfer),
122, 127-128
backing guarantee, use of, 142-143
compliance risk, 123, 128
transfer to financier, 374
unconditional guarantees, 122
underlying relationship, 123, 130

undertaking, 125
variation in value
automatic, 137
credit facility, 137, 145
increase in value, 130, 137
reduce in value, 125, 137
warranty, 136-138
Demurrage, 5
Discount finance (a/so discount
purchase, discounting),
92-93, 343-362
accelerate proceeds, 343
days grace, advance against
collections, 36, 344
debt obligation, 344
endorsement, 344
negotiable instrument, 344
ownership, 344
purchase, 362
discount purchase, letter of credit,
18, 307, 355, 356
deferred payment, 307-308
discount proceeds, use of, 358
source of financier repayment,
192, 329
without recourse, 192
discount to face value, 48, 81,
311, 344
interest, 48
basis of calculation, 344
partial prepayment, 192
proceeds, 81
rate, interest, 81
Dispute
goods, letter of credit handling, 7
risk, 4

Foreign exchange (a/so currency), 369
buyer’s exposure, 5
currency risk, 166, 367
hedging, 9, 369
use with advance against
collections, 42
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receivable, 260
seller’s exposure, 4
Foreign laws and usages, 122, 127,
129, 130
Freight forwarder, 22
less than container load ‘LCL, 22
Funding gap, 15

Inspection certificate (a/so report)
collateral manager, 378-379
Collateral Management
Agreement (CMA), 379
control of, 225, 228
inspection, 301, 372
warehouse, 374, 379, 384
payables finance, use with, 296
use with letters of credit, 63—-64,
88-89, 373
pre-shipment, 152

Letter of credit (a/s0 documentary letter

of credit)
acceptance, 56, 326, 359
benefit, beneficiary, 80-81
loss of control, 56, 307, 329
amendment, 172
assignment of proceeds (also
allocation), 14, 81, 176, 300,
318, 338, 339
availability, by whom and where,
175-176
any bank, by negotiation, 358
applicant’s perspective, 54—56
beneficiary’s perspective, 78-80
financier’s perspective, 172
inland credit, 306, 307
availability, how, 329
See also Acceptance; Deferred
payment; Negotiation
back to back letters of credi,
332-333

Index 427

differences (in document
requirements), 331
facility agreement, 342
facility requirement, 329, 332, 341
flexibility, comparison with
transferable credits, 341
market differentiator, 342
non-divulgement, 332
operational risk, 341
structure, 329-332
trade loan, settlement of counter
credit, 331, 339
See also Counter credit; Master
credit
benefits to seller, 6
bill of lading
applicant’s requirements, 60
beneficiary’s requirements,
86-87, 328
consignee, 181
delayed presentation,
implications of, 60, 326
notify party, 87
sent direct to applicant, 61, 182
bill of lading to order blank
endorsed, 87, 182, 373
risk with, 87, 182
bill of lading to order of the issuing
bank, 87, 182
risk mitigation, 87
risk with, 182
cargo insurance, 64, 89
requirements, 153, 204
charges, allocation of, 65-66, 90
complying presentation, 8, 51, 217
confirmation, 57, 81-83,
187-188, 329
credit limit requirement, 187
may add instruction, 83, 329,
338, 358
without recourse finance, 82, 192
without recourse payment, 175
confirming bank, 74, 77
See also Letter of credit,
confirmation

stephen@axstradefinance.onmicrosoft.com



428 Index

Letter of credit (a/s0 documentary letter

of credit) (cont.)
control of goods, bills of lading, 53,
86-87, 152, 154, 181, 204
issuing bank, 62
counter credit, 330, 331
availability, 331
credit facility, 66-67, 153, 316, 317
calculation of, 66-67, 206, 349
cash collateral, 153
foreign currency, 54
structured, source of repayment,
154-157
tolerance in value, 54
unstructured, 153
deferred payment, 56, 329
assignment of, 56
bank benefits, 81, 307, 329
definition, 51
discount purchase, 17
See also Discount finance
discrepancy waiver, 7, 14, 74, 86, 326
applicant risk, 60
bill of lading leverage, 181
discrepant presentation, 74, 171
rejection, 14, 82, 326, 339
resubmission of corrected
documents, 74
dispute, goods, 7
documentary performance, 171-172
track record, 171
documentary risk, 175
applicant control, 178, 183
availability only with issuing
bank (beneficiary risk), 79
removal (confirmation), 82
documentation, 8
applicant’s consideration of, 59
beneficiary’s consideration of,
85-86
conditions, 74
genuineness, responsibility of the

bank, 51

importance of, 217
interpretation, 80
power of attorney, use of (also
agency agreement), 308
risk, documentary, 69
engagements and liabilities, 348
actual liability, 192
contingent liability, 192, 348
expiry date, 57, 83, 178
export letter of credit (a/so inward
letter of credit), 13, 146
risk exposure, 318, 326-327
structure and terms, 172—189,
326-327
finance
discount (a/so negotiation), 7
loan, 69
negotiation, 7
See also Discount finance
usance payable at sight ‘UPAS,” 68
general letter of pledge, 62, 69, 204
See also Security
goods
control, 74
description, 58, 83
secondary means of repayment,
use of, 69
import letters of credit, 51-70,
316-317, 328, 348-349
benefits to financier, 316
benefits to importer, 317
independence, 217
inoperative, 136, 152
inspection report, 63—64, 88-89,
204, 373
See also Inspection certificate
late shipment, 14-15
latest date of shipment, 62, 88,
177-178, 309, 375
instalment shipments, 309
master credit, 330
assignment of proceeds, 330
unconfirmed, 337-338
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negotiation, 82, 329, 340
with any bank, 80, 329, 338, 358
with recourse, 82
negotiation of unconfirmed letters of
credit, 81, 82
nominated bank, 77, 198
credit risk exposure of, 82
refusal to take up nomination, 78
requirements, 77
non-bank issuer, 95-103
partial shipment, 59, 84
place of expiry, 57-58, 83, 172, 177
port, of loading and unloading, 84
any port, 84
preconditions, 204-206
presentation period, 8, 89-90,
185-187, 326
calculation of, 65
demurrage, 326
pre-export finance
trade loan, use of, 155
See also Pre-shipment finance
purpose (akso use), 6, 51
reference, 66, 90
reimbursement, bank to bank,
188-189
authority, 77, 189, 337
instruction, 109, 337
negotiation reimbursement
clause, 329
undertaking, 189
shipment journey, 58
shipping marks, 63
source of repayment, structured
facility, 193, 197
structure
conflicting needs, 74
issuing bank, requirements of, 75
structured release of payment,
372-374
term, (a/lso usance), 80
terms; structure and documentary,

77,197

Index 429

third party documents, 85-86
trade term, 58, 84
transferable, 157, 339-340, 354, 355
credit facility, no requirement, 340
negotiation, 340
transhipment, 59, 85
unconfirmed, 81, 187
payment risk, 176
risks, 187
usance (also term), 80
usance payable at sight (also UPAS),
206, 352
value, 54
tolerance, 54, 78
Lien, 23, 28
Limited recourse, 344
debt purchase, insured, 47, 286
insolvency of the insurer, 287
Liquidity risk
seller’s exposure, 1, 176, 227,
253, 301

Master credit, 330
Middle-party, characteristics, 131-132

Negotiable instrument, 81
Negotiation, 82, 329, 340

Open account, 253

buyer (a/so end-buyer, debtor)
assessment, credit quality, 197

commercial terms, importance of,

217,218, 234

petformance risk, 295, 301-303, 319

risks, 196

sales invoice, payment

dependency, 196
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Overdraft
risks, 49

unstructured, nature, 200

Payables finance, 295-319
credit facility requirement,
solution, 312
deposit, 315-316
deposit trade loan, use of, 316
refinance, 315
documentation
cargo insurance, 296
fully structured, 296
inspection report, 296
supplier invoice, 296
transport document, 296
payment to the supplier, 303-304
documentary collection, use of, 303
risk evaluation, 299-303
performance, 319
source of repayment, 300, 319
trade loan, 296
Payment guarantee
benefits to the seller, 73
Performance guarantee, 133, 135-136
inoperative, 136, 137
pre-export finance, use of, 152
refusal, 159
use with export letter of credit,
135,179
variation in value, 137
Performance risk, 2
credit insurance policy, 249-250
delivery, timely, 302-303
letter of credit, 295
document preparation, 308
track record, 308
open account, 295, 301
pre-shipment finance, 161,
166-167, 197
supplier approval, 167
supplier dependency, 167

receivables debt purchase,
254,277
suppliers, 301
Political risk, 47, 283—284
Pre-export finance, 149-159
fraud, 158
payment structure, 151-153
advance payment guarantee, use
of, 152, 157, 159
letter of credit, use of, 151
performance guarantee, use of,
152, 157, 159
prepayment, 158
refinance of, 374
risk, 149, 159
risk evaluation, 150-151
non-shipment, 151
use of funds, 150
structuring, 154-157
trade-based money laundering, 158
due diligence, 158
use of, 158
See also Commodity finance
Pre-shipment finance, 161-198
credit facility, 198
disbursement, 165
drawdown, 198
going concern, importance of, 161,
162, 165, 168, 169, 198
letters of credit, use of, 75, 162
document preparation, 308
requirements of the financier,
77,85
source of repayment, 193
other credit facilities, importance
and exposure to, 169
petformance risk, 161, 166-167, 197
supplier approval, 167
solvency risk, 168-169
source of repayment, letter of credit,
165, 197
discount proceeds, 189
trade loan
repayment, 189

stephen@axstradefinance.onmicrosoft.com



Purchase order

commitment, 234

confirmed purchase order, 300

evaluation of, 257, 296, 300

terms and conditions of purchase,
217,218, 300

use with advance against
collections, 39

Receivable (a/s0 trade receivable)
bill of exchange, independent
obligation, 280-282
capture, 43, 344, 361, 364
advance against collections, 43
borrower’s bank account, risk
thereof, 370-371
collection account, 155
See also Trust account
debt turn calculation, 264
covenant, 258
importance of, 253
inchoate (bills of exchange), 281
quality, 367
credit insurance, use of, 366
transfer risk, 367
reliability, 367
trust account, 155, 352, 370, 395
security over bank balance,
370, 395
Receivables finance, 253-275
accelerate proceeds, 343
advance, 254, 255

agency agreement, use of, 281, 282

assignment, debt, 213, 216, 232,
234,258, 270, 344
prohibition of, ban on
assignment, 232, 368

statement, of debt assignment, 370

audit, 267, 275
debt verification, 267

balance sheet, de-recognition, 254
true sale, 275

Index 431

breach letter, 274
call-off, 368-369
commercial contract, importance of,
278-279
contra trade, 230, 261, 262
covenants, 401
credit appetite, 390
credit insurance, use of, 264
See also Credit insurance
credit note, 260
approval, 274
history, 260
reconciliation, 401
creditor list, importance of, 261
ageing, 201
liquidity pressure, 261
debtor assessment, 267
credit appetite on, 274
non-recourse finance, 274
debtor concentration, 258-259
calculation of forecast
concentration, 267
concentration limit, 259
debtor list, 256, 257
ageing, 243, 257
debtor risk, taken by financier, 367
debt purchase, 213, 254, 352, 361,
362, 369-371, 394-396
debrtor risk, taking, 394
debt repurchase, 371
debt reserve account, 207, 213, 371
debt turn (also debtor days, DSO),
258,271
debt turn calculation, 264, 265
de-recognition, 390, 413, 418
See also Receivables finance, true
sale
dilutions (z/so deductions), 234,
259, 269, 369
disclosed, debt purchase, 213, 254,
255, 257, 270, 352, 369-370,
394
legal ownership, 394
due date, 234
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Receivables finance (cont.)

facility
calculation of maximum funds in
use ‘MAFIU, 258
factoring, 254
financial statement, analysis of, seller
balance sheet, 262, 408, 409
cash, 416
cash flow statement, 263, 410,
411, 415
cost of finance, 413
cost of goods, 412
debt, 414
DSO, 413
gearing, 414
gross profit margin, 412
interest cover, 416
operating cash flow, 415
pre-tax profit, 413
profit and loss account,
262, 406, 407
return on capital employed, 415
forecast aggregate outstanding debtors,
calculation of, 265-266
fraud, 275
Incoterms® rule, point of delivery, 263
loss making, 260
ownership of the debt, 232, 233,
344, 361, 370
performance risk, 277
prepayment, 254, 344, 352, 394,
400-401
percentage, 269, 270
profitability, 260
proof of delivery, 400
recourse, 254, 255, 371, 418
considerations, 390
rights of, 344
refactoring charge, 344
representations, warranties and
undertakings, 271-274,
371, 385
breach of, 344, 371

repurchase, 274, 275, 371
required information, 257-264
reservation of title, ROT, 234, 369
retention reserve, use of, 230, 232,
259, 262
risk evaluation, 255, 278-288
risk factors, 269, 271
risk mitigation, 390
sales invoice purchase, 155, 216
sales proceeds, 369371
delay, 371
seller, credit appetite on, 274-275
with recourse facility, 274
structure, 269-271
top up, 369
trade debtors (a/so debtor), 253-255
trade loan, receivable, 210, 211
facility calculation, 212
true sale, 390, 414
undisclosed (a/so non-disclosed,
silent), 213, 254, 255, 352,
370, 395
with recourse, 344
advance against collections, 35, 43
credit insured financing, 286-287
receivables finance, 418
uninsured events, 292

Sales invoice, 343, 367

assignment, 344

ban on, 232
due date for payment, 227
payment dependency factors, 196,

225, 234, 254, 271

proceeds, 369-371

delay, 371
reliability, 367

Security, 154155, 170

advance payment guarantee, advance
monies, 120
deed of priority, 170
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goods, 304-305

law of the place, 24, 62, 154, 305,
378, 387

letter of pledge (a/so general letter of
pledge), 62, 204, 305, 341

lien, 384

property rights, 155, 305, 378

trust receipt (also agency receipt),
311, 376

waiver, 170

warehoused goods, 154, 156

Self-liquidating, 352, 365, 387

commodity finance, use of, 363, 364
criteria, 161
features, 2, 319
sales proceeds, 369371
source of repayment, 253
capture, 296
letter of credit, 306
See also Credit facility

Standby credit (a/so standby letter of

credit), 105, 328
amount
reduction in value clause,
117-118
benefits to the seller, 73
cancellation, 109
claim demand, 106
complying, 107
consistency, between claim
documents, 117
documentation, 106, 110,
115-116
non-dispute statement, 116
presentation, 106
rejection, 108
separate presentation, 118
timing, 110-111, 117
commercial standby, 107
confirmation, 108—109, 114
expiry, 109, 114-115
automatic extension, 114—-115
operative clause (a/so
commencement clause), 110

Index 433

payment
avoidance, 108
purpose, 6
risk evaluation, 107-111
risk characteristics, 324
risk, to the applicant
duplicate payments, 111
structuring, to mitigate applicant
risk, 111-118
availability, 114
trade based money laundering,
vulnerability to, 106
transaction, 115
due diligence, 106
visibility, lack of, 106, 110, 118

Stock finance, 199

matters of concern, 204
risks, 199

solution, characteristics of, 204

Structured trade facility (also credit

facility), 327, 349, 365, 387

back to back letters of credit,
332-333

capture of the trade receivable, 296

commodity finance, use with,
363, 364

control, 390

credit appetite

receivables finance, 275

debt reserve account, use of, 333

determination, or required level, 372

fully structured, 200, 213, 216

lending assessment, 164171

letter of credit as a source of
repayment, 193, 306-310

partially structured, 157, 200,
203, 208, 213, 216, 296,
305, 319

payables finance, 296

pre-export finance, 154-157

primary source of repayment,
1314, 154

risk evaluation, 366

trade cycle stages, 366
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Structured trade facility (also credit
facility) (cont.)
self-liquidating, 207, 213, 216,
295, 319
shipment, timeliness of, 375
triggers, 364
trust receipt (see Security)
unstructured, 200
use of, letters of credit, 71, 155
Suppliers
approval, 167
assessment, status and reputation, 301
payment, 371-372
letter of credit, use of, 373
structured release, 372-374

Trade and receivables finance
bank control, 389
meeting the needs of the client, 3
overdraft comparison, 417
Trade credit
buyer’s requirement, 1
Trade cycle, 15, 390
advance against collections, 36
extended nature, 2
key stages, 11
risks, need for evaluation, 387
trade loans, use of, 380
See also Trade cycle timeline
Trade cycle timeline
features, 2, 3
importance, 17
use of, 204
See also Trade cycle
Trade loan, 155, 307, 353
collection trade loan, 316
counter credit, settlement of, 331
deposit trade loan, 315-316
refinance, 315
early settlement trade loan, 399

goods in transit, 380
interest
advance against collections, 42
labelled, 390
sub limits, 380, 390
payables finance, 296
pre-export finance, use for, 155
pre-shipment
repayment, 189
purchase order loan, 207
receivable trade loan, 212
facility, 212
repayment
discounted proceeds, use of, 198
separate trade loans, use of, 380
shipment, use of, 155
use with advance against
collections, 42
warehouse finance, use of, 156
warehouse trade loan, 209, 211,
380, 381, 384
facility, 211
repayment, 211
Trade product
use of, 6
Trust account, 155, 352, 370, 395

‘Warehouse finance
call-off, 379
aged stock report, use with, 379
collateral manager, 378-379
Collateral Management
Agreement (CMA), 379
contract, 384
control over the goods
deed of attornment (also holding
certificate), 154, 156, 322,
377,378
warehouse receipt, 154, 322
financing ratio, 387
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fraud, 378
multiple warehouse receipts/
pledge, 378
fungibility, of goods, 377-378
inspection (on exit of the
warehouse), 378, 379
indemnification, 378, 384
inspection, 384
insurance, 154, 384
lien, 384
security over stored goods
(see Security)
trade loan, use of, 156, 209, 380, 384
facility, 211
repayment, 211
warehouse
status, 377
suitability, 376
warehouse keeper acknowledgement,
384
warchouse, ownership of, 377
lease of, 384
warehouse receipt, 373, 377
negotiability, 377
warchouse warrant, 377
See also Commodity finance
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Warranty guarantee, 136—138

inoperative, 137
variation in value, 137

Without recourse (a/so non-recourse),

344, 361
advance against collections, insured, 47
bill purchase, 48
bank aval, 48
confirmed letter of credit,
discount and negotiation
finance, 82, 192
credit insured financing, insolvency
of the insurer, 287
debrtor, risk appetite, 274, 394
debt purchase
bank aval, 8, 9
sales invoice, 370
receivables finance, 270

Working capital, 261

cash conversion cycle, 262

days payables outstanding ‘DPO,
390, 392

days sales outstanding ‘DSO,
390, 413

erosion, 261

funding gap, 390
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