
TRADE FINANCE BUSINESS PLAN

The new Business Plan () which was approved by the Board of The ETDB has been established with a vision to
becoming the financial pillar of.

Why does this help? These two products have many different variations to accommodate different types of
transactions and circumstances. The loan extended to the exporter will be recovered by the trade financier
when the importer's payment is received by the exporter's bank. Reducing Pressure on Both Importers and
Exporters Trade finance has led to enormous growth of economies across the globe because it has bridged the
financial gap between importers and exporters. A letter of credit might help the importer and exporter to enter
a trade transaction and reduce the risk of nonpayment or non-receipt of goods. Reduce the Risk of Financial
Hardship Without trade financing, a company might fall behind on payments and lose a key customer or
supplier that could have long-term ramifications for the company. Even with a confirmed order for products,
many banks won't provide loans or overdraft protection for these types of transactions. Some sources estimate
that over 80 percent of global trade depends on trade financing, which helps goods keep moving even when
companies don't have enough cash flow internally to finance the transactions themselves. Alternative Finance
Keeps it Simple In the past, traditional banks have taken more time than small businesses can stand for due
diligence and verification. On the other hand, the importers were also worried about making prior payments
for goods from an exporter since they had no guarantee whether the seller would actually ship the goods.
Trade finance allows companies to receive a cash payment based on accounts receivables in case of factoring.
Trade financing focuses more on the trade than the underlying borrower not balance sheet led , so small
businesses with small balance sheets can trade larger volumes more easily and work with larger end customers
Diversify your supplier network Working with other international players allows business owners to diversify
their supplier network which increases competition and drives efficiency in markets and supply chains
Reduces bankruptcy risks Late payments from debtors, bad debts, excess stock and demanding creditors can
have detrimental effects on a business. The margin benefits of using trade finance to grow a business can help
win competition and increase revenue. The importer's bank works to provide the exporter with a letter of credit
to the exporter's bank as payment once shipment documents are presented. Find the right funding for your
business. However, if the importer pays the exporter upfront, the exporter may accept the payment but refuse
to ship the goods. Although international trade has been in existence for centuries, trade finance facilitates its
advancement. With a good business plan and the right selling opportunity, it is often a matter of getting funds
back from the importer, which is one area that Alternative Finance Providers can assist the SME with trade
finance. An exporter is no longer afraid of an importer's default in payments, and an importer is sure that all
the goods ordered have been sent by the exporter as verified by the trade financier. In this regard, the business
needs to have at least 12 months of operation and strong product lineage, which will include planning
structure. However, the buyer is also protected since payment will not be made unless the terms in the LC are
met by the seller. The buyer's bank would have to ensure the buyer was financially viable enough to honor the
transaction. The widespread use of trade finance has contributed to international trade growth. How the
Process Works Trading intermediaries such as banks and other financial institutions oversee and facilitate
different financial transactions between a buyer importer and a seller exporter. Factoring in Trade Finance
This is a very common method used by exporters as a way to accelerate their cash flow. It is not applicable to
start-ups, and SMEs with smaller turnover need to build their annual export sales to qualify for and make the
option viable. Trade finance helps both importers and exporters build trust in dealing with each other and thus
facilitating trade. Factoring is when companies are paid based on a percentage of their accounts receivables.
However, there is one major obstacle for small businesses, and that is turnover. Trade finance gives both ends
of the transaction â€” exporter and importer â€” more chance of being profitable. Export credit agencies and
service providers Trade financing is different than conventional financing or credit issuance. With the letter of
credit, the buyer's bank assumes the responsibility of paying the seller. As long as SMEs can cover all the
requirements of selling exported and imported goods, they have a bright future, with Trade Financing forming
a major part of their growth and that of the UK economy as a whole. By Marco Carbajo Updated June 25,
Trade finance makes import and export transactions possible for entities, ranging from a small business
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importing its first private-label product from overseas, to multi-national corporations importing or exporting
large amounts of inventory around the globe each year. In this type of agreement, the exporter sells all of his
open invoices to a trade financier the factor at a discount. As a result, cash flow is improved since the buyer's
bank guarantees payment, and the importer knows the goods will be shipped. Small Business Enterprises
SMEs are often hit by cash flow problems between the time that they export goods and when they receive
payment after the importer has sold them. Think of trade finance as using the shipment or trade of goods as
collateral for financing the companies growth. However, through export financing or help from private or
governmental trade finance agencies, the exporter can complete the order. Read our free trade finance guide
and magazine The Benefits of Trade Finance at TFG Facilitates the growth of a business Cash and working
capital are key to the success of any business. By so doing, the exporter transfers the debt he owes to the
importer to the forfaiter. Increased Revenue and Earnings Trade finance allows companies to increase their
business and revenue through trade. Bank Guarantee: A bank acts as a guarantor in case the importer or
exporter fails to fulfill the terms and conditions of the contract. The simple online method of sourcing an
Alternative Finance Provider who fills the role of Trade Finance has taken SME import and export businesses
to the next level, being profitable in a global economy. Business owners, both small and large, don't want to
have their own money tied up in shipments of goods that could, for example, take four to six weeks or more to
arrive from an overseas manufacturer.


