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1. The international frade is done on the basis of a couple of con-
tracts, among which the sales contract plays an important role in
a deal by clearly stating the absolutely necessary trade terms as
price, quantity, quality, packing payment, delivery, insurance
and claim.
EEr R 5 A& TG R, B st & B85 e s ig
R EFEFFIUEHEMBR HE R TR A H R
For PRI %,

2. A price strategy is the process of evaluating and setting the
price of a product, taking into account such factors as cost,
competition and other elements of the marketing factors.

4% S R 5 TR AR | T A O B B R e o AT RS R

REAT o

3. The most widely used strategy for pricing products invoives di-
viding the product by price range, that is, by whether the price
should be high, low, or medium.

B PR 7= 0 {1 S i 20 P SR AR RS 40 2, B M oy B
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4. A high price can be used when the product is unique or new or
has a high-quality image, a high price usually leads to high profit
margins, but it can also limit the market and may draw competi-
tion while in turn, usually serve to bring the price down.

7 A B RS B, TR L &L R S I AL R
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5.For exporters, low pricing is usually a short-term strategy, the
best way to get in and out of a market quickly, though low
prices work for the long term at home, basic and cheap products
do not have much appea: when they are exports.
Rof MO R, AR R R R AR, R B T R 0 SRR
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6. Rarely can exporters price their products exactly the same in do-
mestic and foreign markets, nor wou!d they want to do so.
R 7 B, AR B R A A [ P9 A T 5 8 A
HLE R — i

7. We know your firm, through your advertising in an English news-
paper “China Daily”, is leading exporters of textiles, if your
price is acceptable without sacrificing the quality, we can close
a deal.

R FEBERY LT RARQFANGHRMESED
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8. We have studied your offer carefully and consuited our home of-
» 2 .



fice and find your price is 5 percent higher than those offered by
other suppliers.

LAV R 7RI RYT TR 725, AARTIREHE
At R E R 5%

9. Chinese textiles enjoy popularity in Japan and European coun-
tries for their superior quality and competitive price, would you

please tell us the quantity you wish to order to enable us to
make an offer?

B 9 4 9 R EL A RS R B B B H A AT RN 32 Bk, IR
RE SRR IRNTE AR, 37 R LAt 4R A

10. As a large trading company, we have well-established distri-
butions channels, enabling us to place a substantial order,
would you please first give us an indication of price.
fER—F KEIRG AR, RITE Y. T 2 EM S EE, PRl
ARBE S, AT A H fE i igg?

11. For the purpose of establishing business relations with you, we
may grant you a special discount of 1%, this is the best we
can do for you.

TR FRR, RNATUBRZELZST 1% KR,

12. The price we offer compare favorably with quotations you can
get eisewhere.

M HEEERBEL

13.1 am afraid | can’t agree with you here. | must point out that
your price is higher than the quotations we have received from
other sources.

FANIIEREZ RN DA 5 H A5 A G 4R AH
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14.

15.

16.

17.

18.

19.

20.

There is acute competition on the world market and we need 1o
do some sales promotion for this new type.

FREFEIBE R A, AR FE e g E

We are ready to give you a 2 percent discount for orders ex-
ceeding 10000 bottles, that will make our products more com-
petitive.

HEE ST 10 000 M, AT #Hrin 2%, mRETSSEE RS
Jia

Why don’ t we meet half way 10 bridge the gap on a fifty-fifty
basis?

FAIW T B, it —¥, FE S,

You must take the quality into consideration, our products are
of superior quality to those from other countries.

VRN 2% BEFR AT R, 5 H At B 5[] 2 0 7 A L R AT T 7
an R B

If your order is iarge enough, we’ll be ready to reduce our
price by 2 percent.

MR ITRER, AV T 2% W ITBILE,

If you think our price is unsatisfactory, | have no other alterna-
tive, but to give up this deal.

WMRIRE AR, SHIEERE |, LE LG WA HEERF T .

We can not come to terms at the price you guoted, it leaves us
little margins to cover the advertising and promotion.

TN A REX B R AR, FIBRT SMEH A, -IEH
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.prevailing price I}
.on the high side /I ¥% {¥ =1
.on the low side it ¥ WAL

.lower compared with the prices on the international market
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. lower compared with the prices of the same kind of product
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.large percentage of commission . #R S 4
.meeting each other half way N FFEEALN

.market share T {38
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.export price H T

making a purchase decision B H SRR &
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calculating costs B BB A
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receiving payment X

high borrowing & {5

interest rate  F &
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meeting demand 2 %K

forecasting unit cost T I 807 B A
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earning profit BF]

making a little concession {1k



Relevant Knowledge
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In international trade, terms and conditions of quality, quanti-
ty, packing, price, delivery, insurance, terms of payment, inspec-
tion, claim and arbitration should be clearly and reasonably stated in
the contract so as to clarify the duties and obligations of the Seller
and the Buyer. These are the basic terms and conditions of the con-
tract, among which the price term is the most important one.

How to fix the price terms of a contract?

The price term of a sales contract involves unit price and total
price. Unit price includes the measuring unit, price, money of ac-
count and trade terms. For instance, a price term can be worded like
this; “USD1500 per metric ton CIF London including 3% commis-
sion” . Total price is the total amount of a deal.

Trade terms: trade terms (also referred to as price terms) are
the short terms or abbreviations used to explain the price composi-
tion and the rights and obligations of the parties concerned. Up to
now, international customary practices concerning trade terms are:
{Warsaw — Oxford Rules 1932}, (Revised American Foreign Trade
Definition 1941), and {International Rules for the Interpretation of
Trade Terms) ( Incoterms 1990). In order to avoid discrepancies
arising from the different interpretation of trade terms by different
customary practices, the parties concerned should specify the appli-
cable customary practice in the contract. Among the above three in-
ternational customary practices, {Incoterms 1990} is one with the
largest content, widest range of application and biggest impact. Ac-
cording to the {Incoterms 1990), trade terms are grouped in four

.7 .



different categories: starting with the only term whereby the seller
makes the goods available to.the buyer at the seller’ s own premises
(the < E > - term EXWORKS); followed by the second group
whereby the seller is called upon to deliver the goods to a carrier ap-
pointed by the buyer(the<<F > - terms FCA, FAS, and FOB);
continuing with the < C> — terms where 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); and finally, the<D> ~
terms whereby the seller has to bear all costs and risks needed to
bring the goods to the country of destination( DAF, DES, DEQ,
DDU and DDP) . A chart setting out this new classification is given

hereafter:
Group E Departure | EXW EX Works
Group F FCA Free Carrier
&ain carriage unpaid FAS lFree Alongside Ship
FOR Free On Board
Group C CFR Cost and Freight
Main carriage paid CIF Cost, Insurance and Freight
CpT Carriage Paid TO - .
CIP Carriage and I[nsurance Paid TQ
—Group D - DAF Delivered At Frontier o
Arrival DES Delivered Ex Ship
mDEQ Deh\;ered Ex Quay B
DDU JI)elivered Duty Unpaid
J DDP Delivered Duty Paid

Among the above trade terms, FOB, CFR and CIF are the

most often used terms in international trade:

FOB means that the Seller clear the goods for export and fulfils

- 8



his obligation to deliver when the goods have passed over the ship’s
rail at the named port of shipment, the Buyer has to bear all costs
and risks of loss of or damage to the goods from time when the goods
have passed over the ship’s rail. FOB term can only be used for sea
or inland waterway transport. The foliowing are important issues to
be considered when using FOB terms:a. FOB is followed by ‘port of
shipment’ instead of ‘port of destination’ . For instance, A trading
company in Shanghai exports its goods to London with the FOB
term, then the trade term should be ‘FOB Shanghai instead of ’
FOB London’ ;b. The Buyer should send the ship just in time. The
Buyer shall be held responsible for all the losses arising from the late
or early dispatch of the ship; In order to avoid discrepancies con-
cerning loading expenses, the following form of FOB can be used:

®FOB Liner Terms. The Seller is not responsible for the load-
INg eXpenses.

® FOB Under Tackle. The Seller is responsible for delivering
the goods under the tackle of the Buyer’s named ship, and shall not

bear the expenses for loading the goods into the ship’s hold and oth-

er expenses.

® FOB Stowed (also referred to as FOBS). The Seller is re-
sponsible for the loading and stowing expenses.

®FOB Trimmed (also called FOBT). The loading and trimming
charges shall be borne by the Seller.

®FOB Stowed and Trimmed (abbreviated as FOBST). Load-
ing, stowing and trimming charges is to be borne by the Seller.

CFR(...named port of destination) mezans that the Seller must
clear the goods for export and pay the costs and freight necessary to
bring the goods to the named port of destination but the risk of loss

of or damage to the goods, as well as any additional costs due to

- 9
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events occurring after the time the goods have been delivered on
board the vessel, is to be borne by the Buyer from the time when the
goods pass the ship’ s rail in the port of shipment. Under CFR
term, freight is normally borne by the Seller, but customary prac-
tices concerning the issues of discharging expenses at the port of des-
tination differs from country to country, therefore it is advisable to
adopt the following forms of CFR so as to avoid disputes arising from
the different interpretation:

® CFR Liner Terms. The discharging fees is charged in the
same way as in the liner transportation, the discharging charges at
the port of destination is to be borne by the Seller or the shipping
company.

®CFR Landed. The Seller is responsible for landing the goods
and paying the discharging fees.

® CFR Ex Ship’ s Hold. The goods shall be delivered at the
ship’s hold, and the discharging charges shall be borne by the Buy-
er.

CIF (...aimed port of destination) means that the Seller has the
same obligations as under CFR but with the addition that he has to
procure marine insurance against the buyer’s risk of loss of or dam-
age to the goods during the carriage. The Seller contracts for insur-
ance and pays the insurance premium.

How to determine the price for imports and exports?

In the course of business negotiation and contract conclusion,
appropriate trade terms, reasonable price and favorable money of ac-
count should be chosen. Detailed method of pricing should be includ-
ed in the clause of price, and price adjustment clauses should also be
added in the price term if necessary. In addition, commissions and
discounts could be used as a flexible way of motivating the initiatives

. 10 -



