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Preface

This textbook is primarily intended for college students who
must equip theinselves with the basic routine skills and techni-
ques necessary to compeie in the theatre of international trade.
Mr. Wu Ling-kang provides the foreign trade scholar with
practical information that he must have in order to negotiate
effectively with foreign investors and sales managers.

Mr. Wu'’s text is not only vitally useful for the Chinese trade
negotiator venturing forth onto the battlefields of foreign trade
It is necessary for his very survival, The competition is fierce
and hrutal, and the negotiator must have a firm and up—to-datc
foundation in these basic matters. Mr. Wu’s text succeeds in

achieving these aims.

Sheridan L. Peterson
Associate Professor
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I. Introduction

By certain method of transmission, the settlement of claims
and debts, or the transfer of money is carried out in international
trade.

Mode means method, or the way of doing something. As the
time, place and method of making payment vary greatly, there
appear great differences in the safety of money paid and the in-
fluence upon the turnover of funds.

The modes of payment in international trade can be divided
into three categories, illustrated as follows:

~ mail transfer (M/T)
“remittance | telegraphic transfer (T/T)

\

\. demand draft (D/D)

. S documents against
he modes of payment in -
pay 1 collection payment (D/P)

l documents against

acceptance (D/A)

international trade

k letter of credit

Remittance and collection bewng to commercial credit.
Letter of credit belongs to banker’s credit. The word “credit”
means who takes the responsibility of paying money and sur-
rendering the shipping documents which represent the title to the
goods in handing over the transacted goods and paying the above-
said money. In remittance or collection transaction, the buyer
is responsible to make payment, the seller to surrender documents.
in L/C transaction, the banker is responsible to pay money and

tender documents on behalf of both parties.

8
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1I. Remittance

When remittance is adopted in international trade, the buyer
on his own initiative remits money to the seller through a bank
according to the terms and time stipulated in the contract. The
buyer can adopt three different ways of remittance when he
sends the money.

1. Mail Transter (M/T)

The buyer gives money to his local bank. The local bank
issues a trust deed for payment, then sends it to a correspondent
bank at the seller’s end by means of mail and entrusts him to
pay the money to the seiler.

2. Telegraphic Transfer (T/T)

At the request of the buyer, the local bank sends a trust
deed for payment by cable directly to a correspondent bank at
the seller’s end and entrusts him to pay money to the seller.

This method is quicker than mail transfer. The seller can
receive the money at an early date. But the buyer has to bear
more expenses,

3. Demand Draft (D/D)

The buyer buys a bank draft from his local bank and sends
it by mail to the seller. On the basis of the above bank draft,
the seiier or his appointed person takes the money from the rela-
tive bank in his place.

The advantages and disadvantages of the above three
methods:

10



