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Teaching Objectives

By the end of this unit, students will be able to:
3 Gain basic knowledge about trade terms; -

O Use important and frequently-used trade terms;
0 Understand some key concepts and points in Incoterms 2000 and UCP 600;
0 Be able to deal with some trade practices in international trade.

Time Schedule Class Content ‘ Homework
Lead-in Extended Book
Students learn about international trade terms in groups and | Exercises I,
discuss some important questions related to the topic. 2,3and 4
Section | Text A ‘

Allow students a few minutes to go through Text A and finish
the comprehension task.

Explain the key language points.

Lead-in Extended Book
Section [l Allow students a few minutes to have a dictation. Exercises 5,
6and 7
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Text B
Allow students a few minutes to go through Text B and finish
the comprehension task.

Explain the key language points.

Explain exercises related to Text A and Text B. Extended Book

Ask students to finish the translation and reading practice | Exercises 8,
Section Il related to Text A and Text B. 9and 10

Supplementary Reading

Ask students to do the supplementary reading after class. |

v ICC (The International Chamber of Commerce)
1. History of ICC

The International Chamber of Commerce was founded in 1919 with an overriding aim that

remains unchanged: to serve world business by promoting trade and investment, open markets for
goods and services, and the free flow of capital.

Much of ICC’s initial impetus came from its first president, Etienne Clémentel, a former
French Minister of Commerce. Under his influence, the organization’s international secretariat was
established in Paris and he was instrumental in creating the ICC International Court of Arbitration
in 1923,

_ICC has evolved beyond recognition since those early post-war days when business leaders from
the allied nations met for the first time in Atlantic City. The original nucleus, representing the private
sectors of Belgium, Britain, France, Italy and the United States, has expanded to become a world
business organization with thousands of member companies and associations in around 130 countries.

Members include many of the world’s most influential companies and represent every major industrial
and service sector.

2. Status of ICC

ICC is the voice of world business championing the global economy as a force for economic
growth, job creation and prosperity.

Because national economies are now so closely interwoven, government decisions have far
stronger international repercussions than in the past.

ICC — the world’s only truly global business organization responds by being more assertive in
expressing business views.

ICC activities cover a broad spectrum, from arbitration and dispute resolution to making the
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case for open trade and the market economy system, business self-regulation, fighting corruption or
combating commercial crime.

ICC has direct access to national governments all over the world through its national committees.
The organization’s Paris-based international secretariat feeds business views into intergovernmental

organizations on issues that directly affect business operations.

Warsaw-Oxford Rules

This rule was drafted by the Association of International Law in 1932. It contains 21 clauses,
which only stipulate the nature of CIF contract, and the costs, risks and responsibilities which
should be borne by both the seller and the buyer. Because it only includes one sort of trade terms,

its application is very limited. More and more merchants discard it and turn to new rules with the
development of international trade.

v Revised American Foreign Trade Definitions
This rule was made out by nine American commercial organizations in 1941. It was a set of
practices which were used frequently in the U.S. trade at that time. Nowadays, it is still used in North

America although it had been published for more than sixty years. It obtains six sorts of trade terms
like EXW, FOB, FAS, CFR,CIF and EX dock.

v Revision of Incoterms

The main reason for successive revisions of Incoterms has been the need to adapt them to
contemporary commercial practice. Thus, in the 1980 revision the term Free Carrier (now FCA) was
introduced in order to deal with the frequent case where the reception point in maritime trade was no
longer the traditional FOB-point (passing of the ship’s rail) but rather a point on land, prior to loading
on board a vessel, where the goods were stowed into a container for subsequent transport by sea or by
different means of transport in combination (so-called combined or multimodel transport).

Further, in the 1990 revision of Incoterms, the clauses dealing with the seller’s obligation to
proﬁide proof of delivery that permitted a replacement of paper documentation by EDI — a way for
companies and banks to send information to each other by computer using an agreed format so that
the company receiving the docunments can easily nead them on their computer and print them out
paper. Needless to say, efforts are constantly made to improve upon the drafting and presentation of
Incoterms in order to facilitate their practical implementation.

Incoterms 2000, a version which when compared with Incoterms 1990 may appear to have
effected few changes. It is clear, however, that Incoterms now enjoy worldwide recognition and ICC
has therefore decided to consolidate upon that recognition and avoid change for its own sake. On the
other hand, serious efforts have been made to ensure that the wording used in Incoterms 2000 clearly
and accurately reflects trade practice.

q Revision of UCP

The Uniform Customs and Practice for Documentary Credits (UCP) is a set of rules on the
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issuance and use of letters of credit. The UCP is utilized by bankers and commercial parties in more
than 175 countries in trade finance. Some 11%-15% of international trade utilizes letters of credit,
totaling over a trillion U.S. dollars each year. .

Historically, the commercial parties, particularly banks, have developed the techniques and
methods for handling letters of credit in the international trade finance. This practice has been
standardized by the ICC by publishing the UCP in 1933 and subsequently updating it throughout the
years. The ICC has developed and molded the UCP by regular revisions, the current version being the
UCP 600. The result is the most successful international-attempt at unifying rules ever, as the UCP
has substantially universal effect. The latest revision was approved by the Banking Commission of the

ICC at its meeting in Paris on 25th October 2006. This latest version, called the UCP 600, formally
commenced on 1 July 2007.

v ICC & UCP

A significant function of the ICC is the preparation and promotion of its uniform rules of practice.
The ICC’s aim is to provide a codification of international practice occasionally selecting the best
practice after ample debate and consideration. The ICC rules of practice are designed by bankers
and merchants and not by legislatures with political and local considerations. The rules accordingly
demonstrate the needs, customs and practices of business. Because the rules are incorporated
voluntarily into contracts, they are flexible while providing a stable base for international review,
including judicial scrutiny. International revision is thus facilitated permitting the incorporation of the
changing practices of the commercial parties.

v EUCP

The EUCP was developed as a supplement to UCP due to the strong sense at the time that
banks, corporations, together with the transportation and insurance industries were ready to utilize
electronic commerce. The hope and expectation that surrounded the development of EUCP has
failed to materialize into day to day transactions and its usage has been, to put it mildly, minimal.
Owing to this lack of usage, it was felt that this was not the right time to incorporate the EUCP into
the UCP 600 and it will remain as a supplement albeit slightly amended to identify its relationship
with UCP 600.

An updated version of the EUCP came into effect on | July 2007 to coincide the

commencement of the UCP 600. There are no substantive changes to the EUCP, merely references
to the UCP 600.
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v Ask students to work in pairs and divide the trade terms below into four groups.

Suggested answers:

Departure Paid | Main Carriage Unpaid Main Carriage Arrival
EXW FCA CFR DAF
FAS CIF DES
FOB CPT ‘ DEQ
CIP DDU
DDP
o /

v Ask students to work in pairs and discuss the following questions.

Suggested answers:

P%‘;Em )

hat are the functions of trade terms?

Trade terms, also called price terms or delivery terms, are an important ingredient of
a unit price in international trade, standing for specific obligations of both the buyer and
the seller.

What do you know about the differences among these trade terms?

The terms are grouped in four basically different categories: the seller only makes the
goods available to the buyer at the seller’s own premises under “E”-term; the seller is called
upon to deliver the goods to a carrier appointed by the buyer under “F’-terms; the seller has
to contract for carriage, but without assuming the risk of loss of or damage to the goods or
additional costs due to events occurring after shipment and dispatch under “C”-terms; the
seller has to bear all costs and risks needed to bring the goods to the place of destination
L under “D”-terms.
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v Ask students to go through Text A and finish the comprehension task. Circulate and make
sure students do not turn to any dictionaries during their reading.

Suggested answers:

1. B 2, C 3. A 4. D 5.B

v Ask students to finish the following exercises after studying Text A.

Suggested answers:

1. C 2. F 3. 1 4. H 5.0
6. G 7. B 8. L 9.1] 10. A

1. Trade terms are short noun phrases and several English abbreviations to explain obligation
division between the buyer and the seller on certain price foundation.

2. Trade terms have duality. On one hand, they are important ingredients of the unit price of
the goods, and on the other hand, they stand for the delivery terms.

3. Adopting what kind of trade terms not only relates to the bilateral benefit of the buyer and
the seller, but also to whether an agreement can be continued smoothly.

4. At present, export profit is not a success in general, therefore it is more important than ever
to consider carefully about each formality in international trade.

5. China mostly uses FOB or FCA terms in its import trade, while in export trade, China

L strives for CIF or CIP to finalize a deal.

/

q Teacher analyzes Text A and explains the difficult sentences and key words.
1. Trade terms, also called price terms or delivery terms, are an important ingredient of a unit

price in the international trade, standing for specific obligations of both the buyer and the
seller.

RO ARIEWHFR AR ARIESREZ 7, RE bR 5 R0 A sy, &1 Lk
X7 B BAR 55 %57

Here “unit price” refers to a single unit of measure of a product sold in more or less than the single
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unit. The “unit price” informs you of the cost per pound, quart, or other unit of weight or volume

of a food package. Unit price is a common form of valuation in sales contract for goods sold in

bulk purchasing.

ingredient: a constituent part of something.

e.g.: For a knowledge industry in which people are supposedly the critical ingredient, the finance
business uses an awful lot of machines.

In fact, it is far more common to find an entire industry sector devoted to conversion of raw

materials into a widely used ingredient.

. Namely it starts with the term whereby the seller only makes the goods available to the buyer
at the seller’s own premises ( the “E”-term, EXW); followed by the second group whereby
the seller is called upon to deliver the goods to a carrier appointed by the buyer ( the “F”-terms
FCA, FAS and FOB); continuing with the “C”-terms whereby the seller has to contract for
carriage, but without assuming the risk of loss of or damage to the goods or additional costs
due to events occurring after shipment and dispatch ( CFR, CIF, CPT and CIP).
HIAEZHARTE (EXW) ¥, 27 {URSTE L i e L5 & 48 RIRIGH SR AR
IEREFAARIE (FCA| FASHIFOB) |, BOGRSETFITHACL h LT R ERIARIZN ;. #TFRRE
F=LHRICHAIE (CFR., CIF, CPTHICIP) )5 ST TIafii G e, (HEAKIEIMY
VARCRGE S B A A AR A XS, | 435K B0 At 9% A
This is a very long sentence. The subject of this sentence is “it” referring to 13 trade terms as a
whole. “Followed™ and “continuing” are two participles used to further explain the subject.
whereby: as a result of which, by or through which.
e.g.: Intermediation is a process whereby a financial institution interposes its names and
trustworthiness between a lender and a borrower.

One way of overcoming the inseparability factor is the use of bank credit cards, whereby the

service is transferable.
premise: a statement that is assumed to be true and from which a conclusion can be drawn.
e.g.: In practical appraisal, the basic premise is to determine the value of the property.

Fundamental premise of the market system is the allowance for both failure and success.
Finally, the “D”-terms whereby the seller has to bear all costs and risks needed to bring the
goods to the place of the destination ( DAF, DES, DEQ, DDU and DDP).

HJ5, DHARIE (DAF, DES. DEQ. DDUARIDDP) i, Szji/&R T Eeiridii®] H M

IR 2% XS

This sentence can be paraphrased as “Under the D-terms, the seller has to undertake all risks and

expenses spent on bringing the goods to the place stipulated in the contract.”

destination: the place designated the end of a race or journey.

e.g.: The buyer shall make all preparations needed for a prompt discharge of the shipment in order
to avoid demurrage at the destination.

Each package shall be stenciled conspicuously: port of destination, package number, gross

and net weights, measurement and the shipping mark.



