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What is trade finance ?
Trade finance relates to the process of financing certain 

activities related to commerce and international trade. 
Which includes activities such as lending, issuing   

letters of credit, factoring, export credit and insurance. 
Companies involved with trade finance include 

importers and exporters, banks and financiers, insurers    
and export credit agencies, and other service providers.

Most of the international trade is financed by trade 
finance. World Trade Organization (WTO)  said that     
80-90% of the world trade is relied on trade finance.



Benefits by Trade finance

Payment risk: Will the exporter be paid in full and on time? Will the importer get 
the goods they wanted?

Country risk: A collection of risks associated with doing business with a foreign 
country, such as exchange rate risk, political risk and sovereign risk. For 
example, a company may not like exporting goods to certain countries because of 
the political situation, a deteriorating economy, the lack of legal structures, etc.

Corporate risk: The risks associated with the company (exporter/importer): what 
is their credit rating? Do they have a history of non-payment?

To reduce these risks, banks and other 
financiers have stepped in to provide trade finance 
products.







Imports
● Letters of Credit

Exports
● Export Negotiations

Guarantees
● Advance Payment Guarantees

Main services of Trade Finance Products provided 
by Bank



Imports & 
Exports



Letter of Credits 

It is a letter from a bank to guarantee that a 
buyer's payment to a seller will be received on time 
with the correct amount. In the event that the buyer is 
unable to make payment on the purchase, the bank 
will required to cover the full or remaining amount of 
the purchase.

Typically,Banks require a collateral such as 
securities or cash for issuing a letter of credit.  the 
fee for service,will be charged as a percentage of 
the size of the letter of credit. 

http://www.investopedia.com/terms/s/seller.asp


Export Negotiation
Key Feature

● To meet the demand of the exporters  who want to 
have liquidity in the short term to run their business in 
the Bills under L / C with a term of payment

Benefits
● Helps exporters who wish to receive 

immediate value for goods shipped 
under a Letter of Credit or Collection. 

● The customer also gets to avoid the 
delays associated with cross-border 
presentation, mitigates cross-border 
and foreign bank risks.

           Required Document
1. Application for Negotiation/Discount of 

Export Bills Drawn under Letter of Credit 

for the purchase or discounted purchase 

of export bills drawn under L/C

2. Original L/C

3. Original export documents under L/C

4. An Application Form for Foreign 

Currency Transaction (for the amount of 

USD50,000 or equivalent, or greater)

http://www.kasikornbank.com/EN/ApplyForServices/ApplyForServiceForm/APPLICATION_FOR_NEGOTIATION_DISCOUNT_OF_EXPORT_BILLS.pdf
http://www.kasikornbank.com/EN/ApplyForServices/ApplyForServiceForm/APPLICATION_FOR_NEGOTIATION_DISCOUNT_OF_EXPORT_BILLS.pdf


Export Negotiation under L/C
Purchase/ Discounted Export Bills under L/C

Oversea 
Importer 

Exporter

1. Submit export bills under L/C

2. Check & send 
export bills to 
issuing bank and 
tracking payment

3.2 Make 
payment

3.3  Make payment

3.1 Make payment under L/C

Delivery of 
goods

Issuing Bank

Nominated Bank



Letter of Credit Cycle
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Importer Exporter



Guarantees



Advance payment guarantee

An advance payment guarantee is a form of protection that 
makes it possible for a buyer to recover any advance payments 
extended to a seller in the event that the seller fails to abide by the 
terms and conditions that govern the purchase of goods or services. 

A guarantee of this type may be used in a number of situations, 
including deals where goods are imported or exported. It is also used 
with domestic transactions, such as the purchase of heavy 
equipment, construction projects, or even large lots of retail goods.



“

”

 

The advance payment guarantee solve the problem 
of mutual mistrust between both parties of a transaction. 
The seller can obtain advance payment and the buyer 
can exercise the payment guarantee if the seller does not 
take steps to fulfil the contractual obligations.



BUYERSELLER

LOCAL BANKFOREIGN 
BANK

Advance Payment Guarantee Cycle

1. CONTRACT

2. $

3. TRANSFER

4. $ 

5. SHIPPING 6. DELIVER



http://www.youtube.com/watch?v=OHvOyUGcC5Y


 THANK YOU!   ANY QUESTIONS?


