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TRADE SERVICES OF HDFCHDFC is one of the fast emerging private
banks to provide trade services from Exports toImports, Bank
Guarantees to Domestic Bills.It is rapidly expanding its base in
the retailsegment.It provides trade services to suit your specific
requirements and structure solutionsfor your business needs. HDFC
bank's growing network of branches and correspondentrelationship
with banks worldwide enables it to meet your various business
requirements.

Benefits

Dedicated professional trade finance desk Competitive exchange
rates

Faster payments Quick turn around time Improved cash flows

Competitive charges

Various Trade Services Provides are:

IMPORT SERVICES

The facilities offered to importers are:

Advance Remittance Direct Remittance

Import Collection Letter of Credit

Advance Remittance

Your overseas exporter may require you to make full payment in
advance for the goods to beexported to you. The exporter would
dispatch the goods to you after he receives full paymentfrom
you.

For this purpose, HDFC Bank will make your remittance in foreign
currency to the exporterat a very competitive rate.

http://www.hdfcbank.com/personal/forex/trade_finance/forex_trade_imports.htm#top
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Direct Remittance

You may require the exporter overseas to dispatch the goods
first and then remit the paymentfor the goods. The exporter would
then dispatch the goods to you. The overseas exporter willthen send
the documents directly to you. When you approach us along with the
documents for

sending remittance to the exporter, HDFC will ensure that the
remittance is done promptly.

Import Collection

The exporter from overseas exports the goods to you. The
overseas exporter / exporter's banksends the documents to HDFC Bank
on collection. We will then intimate you about thereceipt of the
documents. All you need to do is to authorize HDFC to debit your
a/c and sendthe remittance to the exporters bank.

If it is a sight bill (Documents against Payment), then the
necessary documents and debit

authority is collected from you and remittance is paid to the
exporters bank and thedocuments are released to you. If it is a
usance bill (Documents against Acceptance), then theacceptance
letter is taken from you and the documents are released. On the due
dateremittance is made to the exporters bank by debiting your
account.

Letter of Credit

In a business cycle, as a buyer you need to pay for your
purchases in international anddomestic markets. HDFC letters of
credit helps you to facilitate purchase of goods in

international and domestic trading operations.

EXPORT SERVICES

The facilities that are offered for the exporters are:

Export Collection

Export Advance Payment

Export Collection

When you export the goods overseas, you need to receive payment
for the goods that hasbeen exported. Therefore, through our vast
network of correspondent banks we ensure fastercollection process
for all your export bills provided all the necessary documents are
in place,which will be sent to overseas bank for collection.

Export Advance Payment

You might require that the importer overseas to make advance
payment for the goods that heis importing. You can ask you importer
to send the payment to any of our vast network of

http://www.hdfcbank.com/personal/forex/trade_finance/forex_trade_exports.htm#tophttp://www.hdfcbank.com/personal/forex/trade_finance/forex_trade_imports.htm#tophttp://www.hdfcbank.com/personal/forex/trade_finance/forex_trade_imports.htm#top
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branches. The payment will be credited to your account promptly
and we will provide you thebest competitive rates for your
remittances.

BANK GAURANTEE

For your various business obligations you need to provide bank
guarantees. We issue bankguarantee on your behalf under any
business contract and help fulfill your businessrequirements.

Outward Remittances (Miscellaneous Remittances)

Outward Remittances (Miscellaneous) for other purposes can be
remitted with ease.Remittances by way of DD / TT / Swift can be
effected through our strong network ofcorrespondent banks to any
part of the world.

SERVICES AND FEESTRADE SERVICES

TRADE SERVICES:-
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In this highly competitive export import business, you need
resources, information andflexibility, which helps you in
identifying new business opportunities, close a deal faster
andmaintain goodwill with your business associates. We at HDFC Bank
understand yourbusiness requirement better. In keeping with this
spirit, we offer Trade Service options thatare perfectly suited to
all your business needs at the best competitive rates.

Retail Trade Finance Charges

Particulars

H D F C B A N K LTD

Amounts in INR

Commission Courier Swift

Export Bills:

Collections 0.0625% or min 750 1000 -

Negotiations 0.015% or min.1000 1000 -

Bank Realisation Certificates 150 - -

Extra Reminder Swifts for collections/negotiations 750 - 500

Bills Returned unpaid 500 1000 500

Late Payment**** Per quarter 250 - -

Extension 750

Write Off 750

Grant of Loans Nil

Extension of Loans Nil

GR Approval letters 500

Realistion from other banks 0.0625% or min 750

Issuance of LC:

Issuance of Import LC Fedai or Min. 1000 - 1500

Amendment of an Import LC Fedai or Min. 500 - 500

Documentation Fee Rs. 1000/-

Import Bills:

Direct Bills 0.125% or min 750 - 500

Collections 0.25% or min 750 - 500

Negotiations (Bills Recd under our LC) 0.15% or Min.1000 -
500

Bills under local LC 1000

Discrepancy fee USD 25/-

* Bills returned unpaid 500 1000 500
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(* Also claim USD 150/- from the corresponding bank who
originated the transaction)

Guarantee Issuance

Financial

Issuance 1.8% p.a. or min 500 - -

Amendment/ Enhancement / Extension *1.8% p.a. or min 500 - -

Documentation Fee Rs. 1000/-

Performance

Issuance 1.8% p.a. or min 500 - -

Amendment *1.8% p.a. or min 500 - -

Shipping Guarantee Rs. 500/- - -

Documentation Fee Rs. 1000/-

Outward Remittance 0.15%, min 500 - 250

Inward Remittance Rs 150 For FIRC - -

Foreign Exchange Management Act

The Foreign Exchange Regulation Act of 1973 (FERA) in India was
repealed on 1 June,2000. It was replaced by the Foreign Exchange
Management Act (FEMA), which waspassed in the winter session of
Parliament in 1999. Enacted in 1973, in the backdrop of
acuteshortage of Foreign Exchange in the country, FERA had a
controversial 27 year stint duringwhich many bosses of the Indian
Corporate world found themselves at the mercy of theEnforcement
Directorate(E.D.). Any offense under FERA was a criminal offence
liable to
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imprisonment, whereas FEMA seeks to make offenses relating to
foreign exchange civiloffence.

FEMA, which has replaced FERA, had become the need of the hour
since FERA had becomeincompatible with the pro-liberalisation
policies of the Government of India. FEMA has

brought a new management regime of Foreign Exchange consistent
with the emerging framework of the World Trade Organization (WTO).
It is another matter that enactment of FEMAalso brought with it
Prevention of Money Laundering Act 2002 which came into
effectrecently from 1 July, 2005 and the heat of which is yet to be
felt as EnforcementDirectorate would be investigating the cases
under PMLA too.

Unlike other laws where everything is permitted unless
specifically prohibited, under FERAnothing was permitted unless
specifically permitted. Hence the tenor and tone of the Act wasvery
drastic. It provided for imprisonment of even a very minor offence.
Under FERA, aperson was presumed guilty unless he proved himself
innocent whereas under other laws, aperson is presumed innocent
unless he is proven guilty.

TRADE FINANCE

Pre-shipment Finance

Pre Shipment Finance is issued by a financial institution when
the seller want the payment ofthe goods before shipment. The main
objectives behind preshipment finance or pre exportfinance is to
enable exporter to:

Procure raw materials. Carry out manufacturing process. Provide
a secure warehouse for goods and raw materials.
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Process and pack the goods. Ship the goods to the buyers. Meet
other financial cost of the business.

Types of Pre Shipment Finance

Packing Credit Advance against Cheques/Draft etc. representing
Advance Payments.

Preshipment finance is extended in the following forms :

Packing Credit in Indian Rupee Packing Credit in Foreign
Currency (PCFC)

Requirment for Getting Packing Credit

This facility is provided to an exporter who satisfies the
following criteria

A ten digit importerexporter code number allotted by DGFT.
Exporter should not be in the caution list of RBI. If the goods to
be exported are not under OGL (Open General Licence), the
exporter

should have the required license /quota permit to export the
goods.

Packing credit facility can be provided to an exporter on
production of the followingevidences to the bank:

1. Formal application for release the packing credit with
undertaking to the effect thatthe exporter would be ship the goods
within stipulated due date and submit therelevant shipping
documents to the banks within prescribed time limit.

2. Firm order or irrevocable L/C or original cable / fax / telex
message exchangebetween the exporter and the buyer.

3. Licence issued by DGFT if the goods to be exported fall under
the restricted orcanalized category. If the item falls under quota
system, proper quota allotment proofneeds to be submitted.

The confirmed order received from the overseas buyer should
reveal the information about

the full name and address of the overseas buyer, description
quantity and value of goods(FOB or CIF), destination port and the
last date of payment.

Eligibility

Pre shipment credit is only issued to that exporter who has the
export order in his own name.However, as an exception, financial
institution can also grant credit to a third partymanufacturer or
supplier of goods who does not have export orders in their own
name.

In this case some of the responsibilities of meeting the export
requirements have been outsourced to them by the main exporter. In
other cases where the export order is dividedbetween two more than
two exporters, pre shipment credit can be shared between them
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Quantum of Finance

The Quantum of Finance is granted to an exporter against the LC
or an expected order. Theonly guideline principle is the concept of
NeedBased Finance. Banks determine thepercentage of margin,
depending on factors such as:

The nature of Order. The nature of the commodity. The capability
of exporter to bring in the requisite contribution.

Different Stages of Pre Shipment Finance

Appraisal and Sanction of Limits

1. Before making any an allowance for Credit facilities banks
need to check the different

aspects like product profile, political and economic details
about country. Apart from thesethings, the bank also looks in to
the status report of the prospective buyer, with whom theexporter
proposes to do the business. To check all these information, banks
can seek the helpof institution like ECGC or International
consulting agencies like Dun and Brad street etc.

The Bank extended the packing credit facilities after ensuring
the following"

1. The exporter is a regular customer, a bona fide exporter and
has a goods standing inthe market.

2. Whether the exporter has the necessary license and quota
permit (as mentionedearlier) or not.

3. Whether the country with which the exporter wants to deal is
under the list ofRestricted Cover Countries(RCC) or not.

Disbursement of Packing Credit Advance

2. Once the proper sanctioning of the documents is done, bank
ensures whether exporter hasexecuted the list of documents
mentioned earlier or not. Disbursement is normally allowedwhen all
the documents are properly executed.

Sometimes an exporter is not able to produce the export order at
time of availing packing

credit. So, in these cases, the bank provide a special packing
credit facility and is known asRunning Account Packing.

Before disbursing the bank specifically check for the following
particulars in the submitteddocuments"

1. Name of buyer2. Commodity to be exported3. Quantity4. Value
(either CIF or FOB)5. Last date of shipment / negotiation.

6. Any other terms to be complied with
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The quantum of finance is fixed depending on the FOB value of
contract /LC or the domesticvalues of goods, whichever is found to
be lower. Normally insurance and freight charged areconsidered at a
later stage, when the goods are ready to be shipped.

In this case disbursals are made only in stages and if possible
not in cash. The payments are

made directly to the supplier by drafts/bankers/cheques.

The bank decides the duration of packing credit depending upon
the time required by theexporter for processing of goods.

The maximum duration of packing credit period is 180 days,
however bank may provide afurther 90 days extension on its own
discretion, without referring to RBI.

Follow up of Packing Credit Advance

3. Exporter needs to submit stock statement giving all the
necessary information about thestocks. It is then used by the banks
as a guarantee for securing the packing credit in advance.Bank also
decides the rate of submission of this stocks.

Apart from this, authorized dealers (banks) also physically
inspect the stock at regularintervals.

Liquidation of Packing Credit Advance

4. Packing Credit Advance needs be liquidated out of as the
export proceeds of the relevantshipment, thereby converting
preshipment credit into postshipment credit.

This liquidation can also be done by the payment receivable from
the Government of Indiaand includes the duty drawback, payment from
the Market Development Fund (MDF) of theCentral Government or from
any other relevant source.In case if the export does not take place
then the entire advance can also be recovered at acertain interest
rate. RBI has allowed some flexibility in to this regulation under
whichsubstitution of commodity or buyer can be allowed by a bank
without any reference to RBI.Hence in effect the packing credit
advance may be repaid by proceeds from export of thesame or another
commodity to the same or another buyer. However, bank need to
ensure thatthe substitution is commercially necessary and
unavoidable.

Overdue Packing

5. Bank considers a packing credit as an overdue, if the
borrower fails to liquidate thepacking credit on the due date. And,
if the condition persists then the bank takes thenecessary step to
recover its dues as per normal recovery procedure.

Special Cases

Packing Credit to Sub Supplier

1. Packing Credit can only be shared on the basis of disclaimer
between the Export OrderHolder (EOH) and the manufacturer of the
goods. This disclaimer is normally issued by the
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EOH in order to indicate that he is not availing any credit
facility against the portion of theorder transferred in the name of
the manufacturer.

This disclaimer is also signed by the bankers of EOH after which
they have an option to openan inland L/C specifying the goods to be
supplied to the EOH as a part of the export

transaction. On basis of such an L/C, the subsupplier bank may
grant a packing credit to thesubsupplier to manufacture the
components required for exports.On supply of goods, the L/C opening
bank will pay to the sub supplier's bank against theinland
documents received on the basis of the inland L/C opened by
them.

The final responsibility of EOH is to export the goods as per
guidelines. Any delay in exportorder can bring EOH to penal
provisions that can be issued anytime.

The main objective of this method is to cover only the first
stage of production cycles, and isnot to be extended to cover
supplies of raw material etc. Running account facility is
notgranted to subsuppliers.

In case the EOH is a trading house, the facility is available
commencing from themanufacturer to whom the order has been passed
by the trading house.

Banks however, ensure that there is no double financing and the
total period of packing creditdoes not exceed the actual cycle of
production of the commodity.

Running Account facility

2. It is a special facility under which a bank has right to
grant preshipment advance for export

to the exporter of any origin. Sometimes banks also extent these
facilities depending upon thegood track record of the exporter.In
return the exporter needs to produce the letter of credit / firms
export order within a givenperiod of time.

Preshipment Credit in Foreign Currency (PCFC)

3. Authorised dealers are permitted to extend Preshipment Credit
in Foreign Currency(PCFC) with an objective of making the credit
available to the exporters at internationallycompetitive price.
This is considered as an added advantage under which credit is
provided inforeign currency in order to facilitate the purchase of
raw material after fulfilling the basic

export orders.

The rate of interest on PCFC is linked to London Interbank
Offered Rate (LIBOR).According to guidelines, the final cost of
exporter must not exceed 0.75% over 6 monthLIBOR, excluding the
tax.

The exporter has freedom to avail PCFC in convertible currencies
like USD, Pound, Sterling,Euro, Yen etc. However, the risk
associated with the cross currency truncation is that of
theexporter.

The sources of funds for the banks for extending PCFC facility
include the Foreign Currency

balances available with the Bank in Exchange, Earner Foreign
Currency Account (EEFC),Resident Foreign Currency Accounts RFC(D)
and Foreign Currency(NonResident) Accounts.
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Banks are also permitted to utilize the foreign currency
balances available under Escrowaccount and Exporters Foreign
Currency accounts. It ensures that the requirement of funds bythe
account holders for permissible transactions is met. But the limit
prescribed formaintaining maximum balance in the account is not
exceeded. In addition, Banks may

arrange for borrowings from abroad. Banks may negotiate terms of
credit with overseas bankfor the purpose of grant of PCFC to
exporters, without the prior approval of RBI, providedthe rate of
interest on borrowing does not exceed 0.75% over 6 month LIBOR.

Packing Credit Facilities to Deemed Exports

4. Deemed exports made to multilateral funds aided projects and
programmes, under orderssecured through global tenders for which
payments will be made in free foreign exchange,are eligible for
concessional rate of interest facility both at pre and post supply
stages.

Packing Credit facilities for Consulting Services

5. In case of consultancy services, exports do not involve
physical movement of goods out ofIndian Customs Territory. In such
cases, Preshipment finance can be provided by the bank toallow the
exporter to mobilize resources like technical personnel and
training them.

Advance against Cheque/Drafts received as advance payment

6. Where exporters receive direct payments from abroad by means
of cheques/drafts etc. the

bank may grant export credit at concessional rate to the
exporters of goods track record, tillthe time of realization of the
proceeds of the cheques or draft etc. The Banks however,
mustsatisfy themselves that the proceeds are against an export
order.

POST SHIPMENT FINANCE

Post Shipment Finance is a kind of loan provided by a financial
institution to an exporter orseller against a shipment that has
already been made. This type of export finance is granted

from the date of extending the credit after shipment of the
goods to the realization date of theexporter proceeds. Exporters
dont wait for the importer to deposit the funds.

Basic Features

The features of postshipment finance are:

Purpose of Finance

Postshipment finance is meant to finance export sales receivable
after the date of shipment ofgoods to the date of realization of
exports proceeds. In cases of deemed exports, it is extendedto
finance receivable against supplies made to designated
agencies.
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Basis of Finance

Postshipment finances is provided against evidence of shipment
of goods or supplies made tothe importer or seller or any other
designated agency.

Types of Finance

Postshipment finance can be secured or unsecured. Since the
finance is extended againstevidence of export shipment and bank
obtains the documents of title of goods, the finance isnormally
self liquidating. In that case it involves advance against undrawn
balance, and isusually unsecured in nature.

Further, the finance is mostly a funded advance. In few cases,
such as financing of projectexports, the issue of guarantee
(retention money guarantees) is involved and the financing isnot
funded in nature.

Quantum of Finance

As a quantum of finance, postshipment finance can be extended up
to 100% of the invoicevalue of goods. In special cases, where the
domestic value of the goods increases the value ofthe exporter
order, finance for a price difference can also be extended and the
price differenceis covered by the government. This type of finance
is not extended in case of preshipmentstage.

Banks can also finance undrawn balance. In such cases banks are
free to stipulate marginrequirements as per their usual lending
norm.

Period of Finance

Postshipment finance can be off short terms or long term,
depending on the payment termsoffered by the exporter to the
overseas importer. In case of cash exports, the maximum
periodallowed for realization of exports proceeds is six months
from the date of shipment.Concessive rate of interest is available
for a highest period of 180 days, opening from thedate of surrender
of documents. Usually, the documents need to be submitted within
21daysfrom the date of shipment.

Financing For Various Types of Export Buyer's Credit

Postshipment finance can be provided for three types of export
:

Physical exports: Finance is provided to the actual exporter or
to the exporter inwhose name the trade documents are
transferred.

Deemed export: Finance is provided to the supplier of the goods
which are supplied tothe designated agencies.

Capital goods and project exports: Finance is sometimes extended
in the name ofoverseas buyer. The disbursal of money is directly
made to the domestic exporter.

Supplier's Credit
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Buyer's Credit is a special type of loan that a bank offers to
the buyers for large scalepurchasing under a contract. Once the
bank approved loans to the buyer, the seller shouldersall or part
of the interests incurred.

Types of Post Shipment Finance

The post shipment finance can be classified as :

1. Export Bills purchased/discounted.

2. Export Bills negotiated

3. Advance against export bills sent on collection basis.

4. Advance against export on consignment basis

5. Advance against undrawn balance on exports

6. Advance against claims of Duty Drawback.

1. Export Bills Purchased/ Discounted.(DP & DA Bills)

Export bills (Non L/C Bills) is used in terms of sale contract/
order may be discounted orpurchased by the banks. It is used in
indisputable international trade transactions and theproper limit
has to be sanctioned to the exporter for purchase of export bill
facility.

2. Export Bills Negotiated (Bill under L/C)

The risk of payment is less under the LC, as the issuing bank
makes sure the payment. Therisk is further reduced, if a bank
guarantees the payments by confirming the LC. Because ofthe inborn
security available in this method, banks often become ready to
extend the financeagainst bills under LC.

However, this arises two major risk factors for the banks:

1. The risk of nonperformance by the exporter, when he is unable
to meet his terms andconditions. In this case, the issuing banks do
not honor the letter of credit.

2. The bank also faces the documentary risk where the issuing
bank refuses to honour itscommitment. So, it is important for the
for the negotiating bank, and the lending bank toproperly check all
the necessary documents before submission.

3. Advance Against Export Bills Sent on Collection Basis

Bills can only be sent on collection basis, if the bills drawn
under LC have somediscrepancies. Sometimes exporter requests the
bill to be sent on the collection basis,anticipating the
strengthening of foreign currency.
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Banks may allow advance against these collection bills to an
exporter with a concessionalrates of interest depending upon the
transit period in case of DP Bills and transit period plususance
period in case of usance bill.

The transit period is from the date of acceptance of the export
documents at the banks branch

for collection and not from the date of advance.

4. Advance Against Export on Consignments Basis

Bank may choose to finance when the goods are exported on
consignment basis at the risk ofthe exporter for sale and eventual
payment of sale proceeds to him by the consignee.

However, in this case bank instructs the overseas bank to
deliver the document only againsttrust receipt /undertaking to
deliver the sale proceeds by specified date, which should bewithin
the prescribed date even if according to the practice in certain
trades a bill for part ofthe estimated value is drawn in advance
against the exports.

In case of export through approved Indian owned warehouses
abroad the times limit forrealization is 15 months.

5. Advance against Undrawn Balance

It is a very common practice in export to leave small part
undrawn for payment afteradjustment due to difference in rates,
weight, quality etc. Banks do finance against theundrawn balance,
if undrawn balance is in conformity with the normal level of
balance leftundrawn in the particular line of export, subject to a
maximum of 10 percent of the export

value. An undertaking is also obtained from the exporter that he
will, within 6 months fromdue date of payment or the date of
shipment of the goods, whichever is earlier surrenderbalance
proceeds of the shipment.

6. Advance Against Claims of Duty Drawback

Duty Drawback is a type of discount given to the exporter in his
own country. This discountis given only, if the inhouse cost of
production is higher in relation to international price. Thistype
of financial support helps the exporter to fight successfully in
the international markets.

In such a situation, banks grants advances to exporters at lower
rate of interest for amaximum period of 90 days. These are granted
only if other types of export finance are alsoextended to the
exporter by the same bank.

After the shipment, the exporters lodge their claims, supported
by the relevant documents tothe relevant government authorities.
These claims are processed and eligible amount isdisbursed after
making sure that the bank is authorized to receive the claim amount
directlyfrom the concerned government authorities.

Crystallization of Overdue Export Bills
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Exporter foreign exchange is converted into Rupee liability, if
the export bill purchase /negotiated /discounted is not realize on
due date. This conversion occurs on the 30th day afterexpiry of the
NTP in case of unpaid DP bills and on 30th day after national due
date in caseof DA bills, at prevailing TT selling rate ruling on
the day of crystallization, or the originalbill buying rate,
whichever is higher.

PAYMENT METHOD IN IMPORT EXPORT

There are 3 standard ways of payment methods in the export
import trade international trademarket:

1. Clean Payment2. Collection of Bills3. Letters of Credit
L/c

1. Clean Payments

In clean payment method, all shipping documents, including title
documents are handleddirectly between the trading partners. The
role of banks is limited to clearing amounts asrequired. Clean
payment method offers a relatively cheap and uncomplicated method
ofpayment for both importers and exporters.

There are basically two type of clean payments:
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Advance Payment

In advance payment method the exporter is trusted to ship the
goods after receiving paymentfrom the importer.

Open Account

In open account method the importer is trusted to pay the
exporter after receipt of goods.The main drawback of open account
method is that exporter assumes all the risks while theimporter get
the advantage over the delay use of company's cash resources and is
also notresponsible for the risk associated with goods.

2. Payment Collection of Bills in International Trade

The Payment Collection of Bills also called Uniform Rules for
Collections is published byInternational Chamber of Commerce (ICC)
under the document number 522 (URC522) andis followed by more than
90% of the world's banks.

In this method of payment in international trade the exporter
entrusts the handling ofcommercial and often financial documents to
banks and gives the banks necessaryinstructions concerning the
release of these documents to the Importer. It is considered to
be

one of the cost effective methods of evidencing a transaction
for buyers, where documentsare manipulated via the banking
system.

There are two methods of collections of bill :

Documents Against Payment D/P

In this case documents are released to the importer only when
the payment has been done.

Documents Against Acceptance D/A

In this case documents are released to the importer only against
acceptance of a draft.
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Payment collection against bills

Payment Collection Against Bills also known documentary
collection as is a paymentmethod used in international trade all
over the world by the exporter for the handling ofdocuments to the
buyer's bank and also gives the banks necessary instructions
indicatingwhen and on what conditions these documents can be
released to the importer.

Collection Against Bills is published by International Chambers
of Commerce (ICC), Paris,France. The last updated issue of its rule
was published on January 1, 1966 and is know as theURC 522.

It is different from the letters of credit, in the sense that
the bank only acts as a medium forthe transfer of documents but
does not make any payment guarantee. However, collection of

documents are subjected to the Uniform Rules for Collections
published by the InternationalChamber of Commerce (ICC).

Role of Various Parties

Exporter

The seller ships the goods and then hands over the document
related to the goods to theirbanks with the instruction on how and
when the buyer would pay.

Exporter's Bank

The exporter's bank is known as the remitting bank , and they
remit the bill for collectionwith proper instructions. The role of
the remitting bank is to :

Check that the documents for consistency. Send the documents to
a bank in the buyer's country with instructions on collecting

payment. Pay the exporter when it receives payments from the
collecting bank.

Buyer/Importer

The buyer / importer is the drawee of the Bill.The role of the
importer is to :

Pay the bill as mention in the agreement (or promise to pay
later). Take the shipping documents (unless it is a clean bill) and
clear the goods.

Importer's Bank
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This is a bank in the importer's country : usually a branch or
correspondent bank of theremitting bank but any other bank can also
be used on the request of exporter.

The collecting bank act as the remitting bank's agent and
clearly follows the instructions onthe remitting bank's covering
schedule. However the collecting bank does not guarantee

payment of the bills except in very unusual circumstance for
undoubted customer , which iscalled availing.

Importer's bank is known as the collecting / presenting bank.
The role of the collecting banksis to :

Act as the remitting bank's agent Present the bill to the buyer
for payment or acceptance. Release the documents to the buyer when
the exporter's instructions have been

followed. Remit the proceeds of the bill according to the
Remitting Bank's schedule

instructions.

If the bill is unpaid / unaccepted, the collecting bank :

May arrange storage and insurance for the goods as per remitting
bank instructions onthe schedule.

Protests on behalf of the remitting bank (if the Remitting
Bank's schedule statesProtest)

Requests further instruction from the remitting bank, if there
is a problem that is notcovered by the instructions in the
schedule.

Once payment is received from the importer, the collecting bank
remits the proceedspromptly to the remitting bank less its
charges.

Documents Against Payments (D/P)

This is sometimes also referred as Cash against Documents/Cash
on Delivery. In effect D/Pmeans payable at sight (on demand). The
collecting bank hands over the shipping documentsincluding the
document of title (bill of lading) only when the importer has paid
the bill. The

drawee is usually expected to pay within 3 working days of
presentation. The attachedinstructions to the shipping documents
would show "Release Documents Against Payment"

Risks :

Under D/P terms the exporter keeps control of the goods (through
the banks) until theimporter pays. If the importer refuses to pay,
the exporter can:

Protest the bill and take him to court (may be expensive and
difficult to control fromanother country).

Find another buyer or arrange a sale by an auction.
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With the last two choices, the price obtained may be lower but
probably still better thanshipping the goods back, sometimes, the
exporter will have a contact or agent in theimporter's country that
can help with any arrangements. In such a situation, an agent is
oftenreferred to as a CaseofNeed, means someone who can be
contacted in case of need by thecollecting bank.

If the importers refuses to pay, the collecting bank can act on
the exporter's instructionsshown in the Remitting Bank schedule.
These instructions may include:

Removal of the goods from the port to a warehouse and insure
them. Contact the case of need who may negotiate with the importer.
Protesting the bill through the bank's lawyer.

Docuemts Against Aceptance (D/A)

Under Documents Against Acceptance, the Exporter allows credit
to Importer, the period ofcredit is referred to as Usance, The
importer/ drawee is required to accept the bill to make asigned
promise to pay the bill at a set date in the future. When he has
signed the bill inacceptance, he can take the documents and clear
his goods.

The payment date is calculated from the term of the bill, which
is usually a multiple of 30days and start either from sight or form
the date of shipment, whichever is stated on the billof exchange.
The attached instruction would show "Release Documents
AgainstAcceptance".

Risk

Under D/A terms the importer can inspect the documents and , if
he is satisfied, accept thebill for payment o the due date, take
the documents and clear the goods; the exporter losescontrol of
them.The exporter runs various risk. The importer might refuse to
pay on the due date because :

He finds that the goods are not what he ordered. He has not been
able to sell the goods. He is prepared to cheat the exporter (In
cases the exporter can protest the bill and take

the importer to court but this can be expensive). The importer
might have gone bankrupt, in which case the exporter will
probably

never get his money.

3.LETTER OF CREDIT

Letter of Credit L/c also known as Documentary Credit is a
widely used term to makepayment secure in domestic and
international trade. The document is issued by a financial
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organization at the buyer request. Buyer also provide the
necessary instructions in preparingthe document.

The International Chamber of Commerce (ICC) in the Uniform
Custom and Practice forDocumentary Credit (UCPDC) defines L/C
as:

"An arrangement, however named or described, whereby a bank (the
Issuing bank) acting atthe request and on the instructions of a
customer (the Applicant) or on its own behalf :

1. Is to make a payment to or to the order third party ( the
beneficiary ) or isto accept bills of exchange (drafts) drawn by
the beneficiary.

2. Authorised another bank to effect such payments or to accept
and paysuch bills of exchange (draft).

3. Authorised another bank to negotiate against stipulated
documentsprovided that the terms are complied with.

A key principle underlying letter of credit (L/C) is that banks
deal only in documents and notin goods. The decision to pay under a
letter of credit will be based entirely on whether thedocuments
presented to the bank appear on their face to be in accordance with
the terms andconditions of the letter of credit.

Parties to Letters of Credit

Applicant (Opener): Applicant which is also referred to as
account party is normallya buyer or customer of the goods, who has
to make payment to beneficiary. LC isinitiated and issued at his
request and on the basis of his instructions.

Issuing Bank (Opening Bank) : The issuing bank is the one which
create a letter ofcredit and takes the responsibility to make the
payments on receipt of the documentsfrom the beneficiary or through
their banker. The payments has to be made to thebeneficiary within
seven working days from the date of receipt of documents at
theirend, provided the documents are in accordance with the terms
and conditions of theletter of credit. If the documents are
discrepant one, the rejection thereof to becommunicated within
seven working days from the date of of receipt of documents attheir
end.

Beneficiary : Beneficiary is normally stands for a seller of the
goods, who has toreceive payment from the applicant. A credit is
issued in his favour to enable him orhis agent to obtain payment on
surrender of stipulated document and comply with theterm and
conditions of the L/c.If L/c is a transferable one and he transfers
the credit to another party, then he isreferred to as the first or
original beneficiary.

Advising Bank : An Advising Bank provides advice to the
beneficiary and takes theresponsibility for sending the documents
to the issuing bank and is normally locatedin the country of the
beneficiary.

Confirming Bank : Confirming bank adds its guarantee to the
credit opened byanother bank, thereby undertaking the
responsibility of payment/negotiation

acceptance under the credit, in additional to that of the
issuing bank. Confirming bank
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play an important role where the exporter is not satisfied with
the undertaking of onlythe issuing bank.

Negotiating Bank: The Negotiating Bank is the bank who
negotiates the documentssubmitted to them by the beneficiary under
the credit either advised through them or

restricted to them for negotiation. On negotiation of the
documents they will claim thereimbursement under the credit and
makes the payment to the beneficiary providedthe documents
submitted are in accordance with the terms and conditions of the
lettersof credit.

Reimbursing Bank : Reimbursing Bank is the bank authorized to
honor thereimbursement claim in settlement of
negotiation/acceptance/payment lodged with itby the negotiating
bank. It is normally the bank with which issuing bank has anaccount
from which payment has to be made.

Second Beneficiary : Second Beneficiary is the person who
represent the first or

original Beneficiary of credit in his absence. In this case, the
credits belonging to theoriginal beneficiary is transferable. The
rights of the transferee are subject to terms oftransfer.

Types of Letter of Credit

1. Revocable Letter of Credit L/c

A revocable letter of credit may be revoked or modified for any
reason, at any time by theissuing bank without notification. It is
rarely used in international trade and not considered

satisfactory for the exporters but has an advantage over that of
the importers and the issuingbank.

There is no provision for confirming revocable credits as per
terms of UCPDC, Hence theycannot be confirmed. It should be
indicated in LC that the credit is revocable. if there is nosuch
indication the credit will be deemed as irrevocable.

2. Irrevocable Letter of CreditL/c

In this case it is not possible to revoked or amended a credit
without the agreement of theissuing bank, the confirming bank, and
the beneficiary. Form an exporters point of view it is

believed to be more beneficial. An irrevocable letter of credit
from the issuing bank insuresthe beneficiary that if the required
documents are presented and the terms and conditions arecomplied
with, payment will be made.

3. Confirmed Letter of Credit L/c

Confirmed Letter of Credit is a special type of L/c in which
another bank apart from theissuing bank has added its guarantee.
Although, the cost of confirming by two banks makesit costlier,
this type of L/c is more beneficial for the beneficiary as it
doubles the guarantee.

4. Sight Credit and Usance Credit L/c
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Sight credit states that the payments would be made by the
issuing bank at sight, on demandor on presentation. In case of
usance credit, draft are drawn on the issuing bank or
thecorrespondent bank at specified usance period. The credit will
indicate whether the usancedraft are to be drawn on the issuing
bank or in the case of confirmed credit on the confirmingbank.

5. Back to Back Letter of Credit L/c

Back to Back Letter of Credit is also termed as Countervailing
Credit. A credit is known asbacktoback credit when a L/c is opened
with security of another L/c.

A backtoback credit which can also be referred as credit and
countercredit is actually amethod of financing both sides of a
transaction in which a middleman buys goods from onecustomer and
sells them to another.

The parties to a BacktoBack Letter of Credit are:1. The buyer
and his bank as the issuer of the original Letter of Credit.2. The
seller/manufacturer and his bank,3. The manufacturer's
subcontractor and his bank.

The practical use of this Credit is seen when L/c is opened by
the ultimate buyer in favour ofa particular beneficiary, who may
not be the actual supplier/ manufacturer offering the maincredit
with near identical terms in favour as security and will be able to
obtain reimbursementby presenting the documents received under back
to back credit under the main L/c.

The need for such credits arise mainly when :

1. The ultimate buyer not ready for a transferable credit2. The
Beneficiary do not want to disclose the source of supply to the
openers.3. The manufacturer demands on payment against documents
for goods but the beneficiary

of credit is short of the funds

6. Transferable Letter of Credit L/c

A transferable documentary credit is a type of credit under
which the first beneficiary which

is usually a middleman may request the nominated bank to
transfer credit in whole or in partto the second beneficiary.

The L/c does state clearly mentions the margins of the first
beneficiary and unless it isspecified the L/c cannot be treated as
transferable. It can only be used when the company isselling the
product of a third party and the proper care has to be taken about
the exit policyfor the money transactions that take place.

This type of L/c is used in the companies that act as a middle
man during the transaction butdont have large limit. In the
transferable L/c there is a right to substitute the invoice and
thewhole value can be transferred to a second beneficiary.
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The first beneficiary or middleman has rights to change the
following terms and conditions ofthe letter of credit:

1. Reduce the amount of the credit.2. Reduce unit price if it is
stated

3. Make shorter the expiry date of the letter of credit.4. Make
shorter the last date for presentation of documents.5. Make shorter
the period for shipment of goods.6. Increase the amount of the
cover or percentage for which insurance cover must be

effected.7. Substitute the name of the applicant (the middleman)
for that of the first beneficiary

(the buyer).

Standby Letter of Credit L/c

Initially used by the banks in the United States, the standby
letter of credit is very muchsimilar in nature to a bank guarantee.
The main objective of issuing such a credit is to securebank loans.
Standby credits are usually issued by the applicants bank in the
applicantscountry and advised to the beneficiary by a bank in the
beneficiarys country.

Unlike a traditional letter of credit where the beneficiary
obtains payment against documentsevidencing performance, the
standby letter of credit allow a beneficiary to obtains paymentfrom
a bank even when the applicant for the credit has failed to perform
as per bond.

A standby letter of credit is subject to "Uniform Customs and
Practice for DocumentaryCredit" (UCP), International Chamber of
Commerce Publication No 500, 1993 Revision, or

"International Standby Practices" (ISP), International Chamber
of Commerce Publication No590, 1998.

Import Operations Under L/c

The Import Letter of Credit guarantees an exporter payment for
goods or services, providedthe terms of the letter of credit have
been met.

A bank issue an import letter of credit on the behalf of an
importer or buyer under thefollowing Circumstances

When a importer is importing goods within its own country. When
a trader is buying good from his own country and sell it to the
another country

for the purpose of merchandizing trade. When an Indian exporter
who is executing a contract outside his own country requires

importing goods from a third country to the country where he is
executing thecontract.
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Export Operations Under L/c

Export Letter of Credit is issued in for a trader for his native
country for the purchase ofgoods and services. Such letters of
credit may be received for following purpose:

1. For physical export of goods and services from India to a
Foreign Country.2. For execution of projects outside India by
Indian exporters by supply of goods and

services from Indian or partly from India and partly from
outside India.3. Towards deemed exports where there is no physical
movements of goods from

outside India But the supplies are being made to a project
financed in foreignexchange by multilateral agencies, organization
or project being executed in Indiawith the aid of external
agencies.

For sale of goods by Indian exporters with total procurement and
supply from outside India.In all the above cases there would be
earning of Foreign Exchange or conservation of

Foreign Exchange.

MARBLE INDUSTRYInsight

Nature is very generous towards India in bestowing her a wide
spectrum of dimensionalstones viz. Granite, Marble, Sandstone,
Limestone, Slate, Quartzite, etc. The Indian stoneindustry has
evolved into production and manufacturing of:

Dimentional stone blocks for monumental and building
purposes,All forms of structural slabs,Calibrated modular tiles

Processed monuments and tomb stones,Cobbles, Cubes, Kerbs and
Landscape garden stones, etc.
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Undoubtedly Indian stones are of superior International quality
with excellent uniformity andconsisten and have been used in
several well-known buildings all over the world. Thetechnology used
by the stone industry for quarrying and processing of stone is the
latest.

Tradition of Architecture

A Tradition of stones as a building material is quite old in
Indian culture. The Indianarchitecture winds around the brilliant
usage of these elegant stones. The testimony of Indianarchitectural
beauty is the Taj Mahal in Agra enchanting beauty of the Indian
architecturalbeauty is the Taj Mahal in Agra enchanting beauty of
the Indian Marble.

Since time immemorial, Indian architecture has relied mainly on
stones. Innumerial, Indianarchitecture has relied mainly on stones.
Innumerable Temples, Forts and Palaces of AncientIndian
Civilization have been carved out of locally available stones. Some
of the ancientrocks cut wonders are Khajuraho Temple, Elephanta
Caves, Knoark Temple, etc. Besides, allmajor archeological
excavations have revealed exquisitely carved statures and carvings
in

stone. Old Buddhist architecture like the Sanchi Stupa etc. has
also been carved out of stone.The stone architecture has continued
to the present era, with most modern buildings in Indialike the
Presidential House, Parliament House and Supreme Court being made
from highquality sandstone from Rajasthan. The Lotus Temple at
Delhi stands testimony to therelevance of Marble in modern Indian
architecture.The use of stones has penetrated middle class of India
and they want their dwelling places tobe built by natural stones.
The domestic consumption of natural stones in India exceeds
Rs.5,000/-crore per annum (US $1250 million).

indian natural stone characterize the mainstays of civil
construction in India and they are usedworld wide with great
favour.

Handicraft

Stone Art - A Symphony in Stones

Remnants of stone culture in the artistic patterns of India are
found all through this sub -continent. Tehy are dotted all over the
country in the from of cave carvings, temples, palacesand Buddhist
stupas. This rich tradition of stone art is practiced even today
down the ages.Using the simplest of tools coupled with expertise,
patience and perseverance, these artisanscreate works of splendor,
which have few parallels any where in the world. Today,
artisans

create symphony in stones blending the modern and ancient
cultures.

While most of the original art works in stones are being done by
skilled artisans;

units with 100% mechanization in production of stone craft items
are also

operational in the country

India in the World Market

Since time immemorial, Natural stones occupied a very special
position in the Indian Culture.

The usage of Natural stones in architecture gives the
applearance of traditional artistic valueand the representation of
status. Natural stones top all other building materials for its
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durability, timeless beauty and ecological rating. The
durability, timeless beauty andecological rating. The durability
andthe aesthetic effect given by the natural stones cannot
besurpassed of replaced by any other raw material. This fact has
been widely approved byengineers and architects.

Recent years have given rise to enormous popularity for stones
as building materials. Usageof natural stones is found ranging from
residential , administrative, sacral and also publicbuildings. Most
airport projects in recent years have used granites as the flooring
material.

The natural stone industry has grown about 30 percent over 1990
in value terms.

Both in the home and also the international front, new suppliers
keep entering

the market and this make the cometition stiff. New entrants are
encouraged by

the increasing demand in the construction sector. The profit
maximum is low due

to low price and this threatens the industry. Certainly, the
export scene is

opening up fresh perspective for the natural sone industry.

Latest development in natural stone industry

The latest development in natural stone industries is happening
not only in India but all over

the world. In India the quarrying has become standardized with
modern technologies using

latest machines and equipments. The largest number of quarries
are probably operated in

India and china comes closer followed by Brazil and other
countries. On the technology side ,

DIAMOND WIRESAWS, THE CRACKING POWDERS, DERRICKS, THE
FRONTEND

LOADERS, EXCAVATORS, HYDRAULIC DRILLING MACHINES are the main
modern

equipments. Even a smaller quarry operator producing 20 cbm to
100 cbm use such

technologically upgraded machines and equipments. All the stone
producing countries are

using them. For other stones like marble and limestone more or
less same machines and

equipments are used except the cracking powder. For the
sandstone and slate being in layers

and sedimentary, the quarrying operations are somewhat
different. With these modern

machines and equipments the quarries have become safer with
better recovery, maintaining

pollution free atmosphere.

China has the largest cluster of processing industries in
various provinces. China has

emerged as a major stone center after Italy.

The major stone consumer market has always been USA and JAPAN.
At one point of

time 51% of the globally exported stones were sold in Japan for
consumption.

The other major development in the global stone industry is the
emergence of Brazil,

which possesses an enormous variety of stones like India, China,
Italy.

Africa has also introduced many stone varieties to the global
market.
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India is the major exporter to the major marketing countries as
well as consuming

countries like China, Italy, USA, Europe. The major exports of
dimentional blocks are

going to China from where it is again exported to other
countries.

The other major development in the Indian stone industry is the
import of granite and

marble etc. from various countries for processing in India.

It will be more conducive, if the govt. of India and the state
govt. adopt world class policies

in the granite and other stones for leases and renewals and the
royalty rates . Since it is a

global industry, India should adopt globally competitive
policies to help the strong emerging

Indain Stone Industry to consolidate its strength.

Item wise export of natural stones and product(VALUE IN Rs.

Million)
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EXPORTS OF GRANITES AND PRODUCTS FROM INDIA DURING 2008-09

EXPORT OF MARBLE AND PRODUCTS DURING 2008-09
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EXPORT OF SLATE STONE FROM INDIA DURING 2008-09

PERCENTAGE SHARE OF NATURAL STONE AND PRODUCTS DURING

2008-09
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STONE WORLD EXPORT DURING 2008
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