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Lesson 1

Introduction

Import and export are the main business in international trade. The text first
tells us the benefits produced. along with import and export. Descriptions of the
quality of merchandise are important in an import or export deal and the lesson
tells us how commodities are graded. In this lesson, we can also learn something
about spot goods and forward goods. To buy spot goods is to buy for immediate
delivery and to buy forward goods is to buy for forward delivery. In order to reduce
risk ig‘\yolvéd in a forward deal, a hedge contract may be made, as is mentioned in
the teﬁt.&

This text gives an account of the various channels for import and export deal-
ings, such as setting up offices abroad, selling to an export merchanting house
appointing foreign agents, or having one’s own import-export department.

Lastly, the text lists some of the agents ‘and workers involved in the complex
operations of world trade. -

Text
Import and Export

Each country has to import the articles and commodities it does not itself
produce” , and it has to earn foreign exchange to pay for them. It does this by ex-
porting its own manufactured articles and surplus raw materials. Thus the import
and export trades are two sides of the same coin, and both can have beneficial
effects on the home market?. Imports create competition for home-produced
goods ; exporting gives a manufacturer a larger market for his products, so helping

to reduce the unit cost?. In each case the effect is to keep prices in the home

market down.
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Raw materials like virgin non-ferrous metals, and some items of produce,
such as raw cotton, vegetable oils and wheat, can be accurately graded, and the
grades remain the same, year in, year out. @ These commodities can thus be
bought and sold under a standard description and according to standard contract
terms developed by the commodity exchanges. There are many such standard de-
scriptions in the produce trade, such as Middling Cotton and First Pressing Castor
0il; in other commodities there are terms like G. O. B. or Good Ordinary Brand,
F. A. Q. or Fair Average Quality, and G. M. Q. or Good Merchantable Quality.
To the produce importer or exporter these terms have exact meanings, established
by associations of dealers, perhaps over several hundred years of trading.

Some commodities, however, like tea and wool and certain spices, cannot
be accurately graded because the quality varies from year to year, and from con-
signment to consignment ®. These have to be sold on a tale quale basis. In this
case the buyer has to inspect a consignment for himself, or perhaps only a sam-
ple, and then make an offer according to his own judgement of the quality.

Dealers in the commodity exchanges can either buy for immediate delivery
( “spot”® or “cash”®) | or buy for forward delivery® in, say, three months’
time. Forward delivery is known as a future contract. In the simplest case, when
prices are rising, you can buy for immediate delivery and sell forward ; then, pro-
vided the cost of warehousing and financing is less than the difference between the
two prices, you will make a profit. Of course this is not possible when prices are
falling.

Manufacturers have to quote firm prices for many months ahead, but they
run the risk of having to buy their raw materials in six months’ time at a price
higher than that on which they based today’s selling price. But they cannot afford
to take immediate delivery of all the raw materials they will require over the next
six months. It would lock up too much finance, and they would be at a disadvan-
tage if the raw material price fell, and their competitors bought at the lower
price. So they go in for hedging® operations on the Commodity Exchanges.

A hedge contiact involves buying or selling forward. It cannot guarantee a
manufacturer against loss, but it can restrict his loss within very narrow limits by
averaging out the cost of his raw materials for many months ahead. In other

words , it insures him against violent fluctuations in the price of his raw materials.
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The prices of raw materials and produce change every day, so offers are usu-
ally only firm for about twenty-four hours. ® The prices of manufactured goods, on
the other hand, remain unchanged, as a rule, for weeks or months. So buyers
can place orders on the basis of a manufacturer’s printed price list.

There are many ways of selling manufactured goods to foreign buyers. A
manufacturer may sell direct to wholesalers and maintain his own travelling repre-
sentatives, or set up his own offices or companies abroad. Alternatively, he may
sell to an export merchanting house; in this case there is little financial risk for
the producer, since the merchant acts as a principal and pays for the goods him-
self. A third possibility is for the manufacturer to appoint foreign agents, who will
work on commission and may be stockist™. In this case goods may be sent on
consignment, unsold, and the agent is expected to obtain the best price availa-
ble; but this practice is more common with produce exports.

A firm order is often called an indent , and there is a special type of commis-
sion agent called an indent house. A buyer either places a closed indent, which
names the supplier, or an open indent, which leaves the choice of supplier to the
agent. The indent agent takes a commission on the value of his purchase, and
this will of course be higher if he acts as a confirming house ® and takes the del
credere risk.

Large firms, like the manufacturers of motor vehicles, computers and heavy
electrical equipment, will usually have their own import-export departments.
Smaller firms, on the other hand, may find it cheaper to buy and sell through
merchanting houses. Such merchants often trade in a wide variety of raw materials
and manufactured goods, though each firm will probably have its own speciali-
ties. It will also have its own offices, associates or agents in the countries with
which it trades, and a long experience of dealing with the many categories of peo-
ple involved in import-export.

Clearing and forwarding agents ® handle all the details of transporting cargo:
packing, weighing and marking, making customs entries, and the many dock
services entailed in loading and unloading.

Advertising agents, helped by the reports of market researchers, promote the
products of their clients; commercial attaches and other government officials pro-

mote the products of their countries.
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Seamen , dockers, bank officials and customs officers, not to mention all the

workers who actually grow, mine and manufacture the commodities that are expor-

ted, are all involved in the complex operations of world trade.

( From Import/Export by Philip Bedford Robinson )

merchanting n. B, W5
fluctuation n. JH3h

firm a. WA, FEH

maintain v. {fFF

alternatively ad. PEP—, =H--
PLahE, RE

n. HEAL
electrical equipment
speciality n. &l
category n. Jo[H, 2%
dock n. %3k

entail v. W, fHAMH

motor vehicle

computer

MR

foreign exchange #ML
EANHE
BT AR A
standard contract terms

commodity exchange

home market

unit cost
PRt & IRl 5k

i 32 5 i

GRE T

B EEERK

middling cotton

first pressing castor oil
il ‘

Good Ordinary Brand (G.O.B. )
S5 ] B i it

Fair Average Quality (F. A. Q. ) R
SFH R (KBRS

surplus  a. TR

raw material  JFUR}

coin n. &M, @M
beneficial a. A i5H)

effect n. R, /EH

virgin - a. RIFER), FAER
non-ferrous metal A A48
virgin non-ferrous metal FAEREER
grade n. 2R3

spice n. FHl

risk n. fGfS

lock ». #ifE

Good Merchantable Quality (G. M. Q. )
G ET B R

association of dealers Z2HiFth<

— R

on a tale quale basis

consignment

P BRAE

immediate delivery ( “spot” or “cash”)
BpZzz 6t (BHT)

forward delivery CHiZAEHR (H1F)
future contract HitF 4 [A

sell forward SZHAHE
cost of warehousing i %% H
cost of financing %% 2% FH
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firm price SZ#T indent house #F 115847

hedge WF3E, LR closed indent AT HEEA, FREITH
hedging operation E3k3Z5 open indent JFIIITHEEE, JERRETTH
offer % confirming house {#fIRFT

place an order FiJHL del credere risk {5 F#H45 XS

price list fiHg 3% associate H{kA

wholesaler L& R clearing agent A/ CHFT

retailer FEER forwarding agent =i {CHRAT

export merchandising house  H} 1 F§4T loading and unloading %%

principal 3 market researcher 7 i Hf ft

agent {UH client %

commission {4 commercial attache &% f

stockist #ﬂfﬁ’%ﬂﬁﬁﬁ

to run the risk of §---f& as a rule —fgH, WE
to go in for MEF to be involved in &1, &5

T A i T A
(D to import the articles and commodities it does not itself produce HEME HAA
A 7 B YRR

X H articles i % 78 manufactured articles (il i) . commodities — i 248
primary commodities (®]JZ%/™=fh, fEIRRIER™m) .
2 home market [EHNTH

A A] 1, domestic market, internal market

B E 13 : overseas market, external market, foreign market
(3) unit cost BA{ A

KA = h— A B R A — Uik, IR HEH A ™
BEOC, A4 AR,
(@) year in, year out & —4F

. day in, (and) day out HE —H, —KKHl
(5 the quality varies from year to year, and from consignment to consignment. £54F

M EAME, AR e RERA—FE,



o REHREE (SB00MR)

* consignment 7EiX Bl “HIZHYGRY)” M, T A shipment [7] L, 340
We have received the captioned shipment ( consignment) ex S. S. “East Wind”.
BB WRIH “HRR” BZRARERY .
{HJ2 consignment SR AT i “ZFE" 1 “FEMLY” M, T shipment A
XAERE ., #lan: We will ship the goods on consignment. FRA 15 i 5912 358,
w shipment BRML “REEMTH" B, SBH EE M EEOIR
=, MWAARGER consignment A, 4.
Please arrange shipment immediately. 5Bl & HE3615 ., -
Please extend shipment 30 days. iFZE %%z 30 K,
©® spot  FHE, AR spot goods &Y spot stock, 1Ml
These are spot goods, which can be shipped promptly after order.
XEERIGE, 1T ] SER%E
TEREA] P, spot i “SLEZEHE” .
@ cash &35
cash —fff “B&" s “HEM” M, EMAPREER “ Y AEGLE
R (BMEL5), B spot [6 X,
buy for forward delivery SEFEHi%e, BEITERRFE—H AR, MARLEIZE
o A UE: buy forward, buy futures Emif5e
sell forward, sell futures SZiC 6%
© hedge WE, £L35, REMEMBITLS
TER a3 AR KL B R, BIFE K —Fh i s iy R e, S [R]— 7y
an IR AT (hedge selling SEHAPR{E) ; B FESL H — MR AL A RIRY, 3K
L 7] — P ity R B 6% (hedge buying SEHIGR(E) o XHE, A2 H4 5/
s YIRS A R KV T R A % '
* hedge B A §(zhim] “@%" 9, W
More and more food companies used commodities futures to hedge against sud-
den change in the value of their materials. & T B 1k JE B #& 28 R F 284k,
R 22 Y £ i 2 R EA T I SR ORAELSE B Aok S i 2K
10 The prices of raw materials and produce change every day, so offers are usually
firm for about twenty-four hours. JFUELFIALC 7= St 4 3 KERAEAE1L, FRARMA
R — 2R 24 /B,
ABARM R A firm offer (SE4E) , ANZRTERLE (BT a] Py WS R X T 42 32 e
Wi, MR AL AT B R THAE
@ stockist A FERFFERIFAT
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BOEAE LLRE ST (extra discount)  mi DA Ath 3B B 444 3K 355 1 38 7 Y
— & B AR B T :
(2 confirming house {#AFRTAT
TERTT RA B A MO, Rk m AL 58 A 3 e I B AR HRAT
13 clearing and forwarding agents  ${# 5¢ Fliz &L AT
BIINERYNaR, Mgk, Rig, Bk, BRELS S, HhERE
F4, ZHhEimsE TEM L,

Word Study

NEGOTIATE
negotiate  vt. & wi.
1. i®¥, #ER (talk in order to come to an agreement )
We are negotiating for (on, over) the sale of jade carving with a prospective
buyer.
We have negotiated them into making concessions.
2. WA
Please amend the L/C as requested, otherwise we cannot negotiate the draft.
The above specified documents will be truly honored if negotiated on or before
December 15.
negotiation n.
L
The problem is still under negotiation.
The negotiations have been conducted throughout in English.
2. WY
We surrendered a clean bill of lading for the negotiation of payment.
negotiable a.
L. AR EY
Since this dispute is not negotiable, it is necessary to resort to arbitration.
2. ATUATEY, ATEELER
If the shipper endorses the bill of lading in blank, the document becomes a

negotiable instrument.
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CONTRACT
contract  n.
We concluded a contract after long negotiations.
We are under contract to open an L/C, failing which it will mean a serious loss
to us.
* verbs used with “contract” : to draw up ( make, accept, abide by, amend,
cancel, break, repeal, execute, carry out, effect, fulfill, sign, terminate) a
contract
contract .
They have contracted with the ABC Company for two tons of black tea.
For the time being, we are not going to contract for any further business.
The City Council has contracted with Smith Company for the new theatre.

We shall effect shipment as contracted.

PAY
pay .
1. £} (give sb. money for goods or services)
How much should T pay for it?
You may pay by instalments.
We trust you will pay our draft on presentation.
2. 8%, AH (produce a profit, an advantage)
It pays to advertise.
Publishing is a paying business.
pay n. L%, M%7 (money earned by...or given to)
I draw my pay on the 5th every month.
equal pay for equal work [A] T_[A]EH
payment n.
1. 34§ (the act of paying)
payment terms AT A
The payment of wages (debts, taxes, rates) must not be delayed.
We cannot accept payment “cash against documents”.
2. fJ# (the money paid)
They have received the down payment of $ 44, 000.
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payable a. W]SZATHY, RATAY

ship
ship

a draft payable at sight
Please remit the amount payable by T/T.

SHIP
n. it
v. 2EME, %548 (to cause to be transported by sea, in U. S. also by rail, road
and air)
We expect to ship the goods by S. S. “Peace” next week.
Can you ship the goods by the first available steamer next month?

Can we short-ship (over-ship) 20 tons?

shipment n.

1.

4¢3z (the act of putting goods on a ship)

port of shipment %3z

These goods are ready for shipment.

Partial shipment is (not) allowed.

M5, BT (goods being carried by ship)

We have inspected the shipment ex S. S. “Friendship”.
Our customers are satisfied with your last shipment.

There is an over (under)-shipment of 20 tons.

. BEAEIFR (time for shipping)

Please extend shipment 20 days.

shipping n. iz

shipping instruction %751 shipping documents %&iz Bz
shipping advice  ZEfjiiiE Al shipping space #ii{;

shipper n. KHIAN, FEiE A

Exercises

I . Answer the following questions .

1.
2.

How does a country earn foreign exchange?
Do the import and export trades have beneficial effects on the home market?

Why?



