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CHAPTERI

ENHANCING INTERNATIONAL TRADE THROUGH TRADE
INSURANCE

I ntroduction

1.  Whilelrrevocable Letter of Credit (ILC) isthe most wanted term of payment in international
trade, the offering, of credit is becoming more common asinternationd trade is getting more

competitive.

2. If an exporter does not know the buyer well, it is not prepared to extend credit for fear of not
getting the money back. It will not accept the orders which will then go e sewhere or, worse ill,

to an exporter in another country.

3. Export credit insurance assessesthe buyer's creditworthiness, monitors the credit risks involved,
assstsin chasing overdue and compensates the exporter. It so helps obtain export finances. It
places top exportersin avery good position to offer flexible payment terms and capture more

orders. It, therefore, enhances the exporters competitivenessin internationd trade.

Expansion of over seas business

4. Informaionisvitd in assessng credit risks. Exporters, particularly the smal ones, usudly do not

have the resources. A credit insurer has:

(& aninternationa network of credit information agencies,



(b) anindependent team of risk andysts;

(c aninternationa network of debt collectors.

It, therefore, possesses the resources and skillsto do an impartial and professiond risk assessment

job.

5. With this assstance and protection, exporters can prudently extend

Credit and capture more orders.

Credit Management role

6. A creditinsurer isacting more like aprofessiona credit manager than aninsurer. On behdf of
the exporters, it assesses and monitors risks and assists in chasing overdues. This saves exporters

resources, takes away most of their worries and enables them to concentrate on trading.

Additional Working Capital

7. Working capita is much needed by exporters, particularly the small ones. In Hong Kong,
export credit insurance is taken by banks as avauable collatera for export financing. Over 60 %

of theinsured use it to obtain financing.

8. Therearethreekinds of assgnments

(8  wholepoalicy;
(b)  specific countries, and

(o) specific buyers.



L oss Minimization

9. Through itsyears of debt collection experience and with its globa network of debt collectors,
the credit insurer can hel p exporters chase overdue debts. Thiswill help minimize monetary lossand
recoup working capitd.

Supplier credit

If export credit insurance can be arranged by an overseas supplier, an importer in Chinaiis no longer
required to open ILC. More supplier credit can be obtained through this means. Exporters, acting as

intermediaries, can win more orders.





