


Who We Are CAI\/IAC}_OL

O Focus on entrepreneurial
thinking

0 Teanfocused
professional environment

0 Emphasis on sound
business principles

0 Emphasis on small and

minorigpwned businesses
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About CAMACOL

Founded in 1965, The Latin Chamber of C
of the United StateS MAC(3Lthe largest
Hispanic business organization in the St

Florida and one of the oldest and most Inf
minority business groups in the United S



About CAMACOL

For neadyx decadésAMACDIk { s « « S ~
®~ p~«®k?& k| ®2ks§g?ak]| k
Hispanic and minority communities. Thus, we c
programs to strengthen local businesses, econ
development, and international commerce, anc

the needs of our community and state.
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About CAMACOL

CAMACW@borks with our political, business, and
community leaders as well as our partners on |
statewide, national and even Iinternational level
ensure our economy strengthens and grows. C
programs focus on fostering job creation, reten
entrepreneurship and economic development.
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CAMACOMUISSIO

In essencEAMACD Ik g =~
mission is to develop and £ £/ ==
strengthen thenority “
andsmall business sectors®
and to facllitate activities
that fostesconomic
growtrandobs




Benefits of CAMACOL

A Voice of Minority & Small Business advocacy
A Eventd networking, local & international

A Trade missions

A Free Training programs

A Committees & Philanthropy Opportunities

A Business Promotion Opportunities

A Weekly newsletter

A Access to alm@sbObusinesses



Trade Finance is the financing of goods or serviges Iin a ! ”! m
transaction, from a supplier through to the eaccbuyés. ftir
"Trade Finahecean umbrella term, which includescd variety
financial instruments that can be used by anarpuotégr or ;_ L

These include: Purchase Order Finance, Ste6tkiEineette,

Commodity Finance, Invoice Finance (IEistactotimg), Supp|jERIE——

Chain Finance, Letters of CredndlEes)ds & Guarantees. ///. L

1

3% of global trade, worth sberengally.




Why Is Trade Finance Necessary?

Trade Finance (also known as Supply Chain Finance and-Ingrae Kigemseive driver

of economic development and helps mAoveadt tnedit in supply chaing \

estimated that80% of global trade, wbétnllion per year, is relian
trade and supply chain finance. a

Who Benefits From Trade Finance
A Trad&inanceasmanyeneficiaridepm
Larg€orporatesSmalk Mediurgnterpris€SMESs
andcountriegiovernments
A Companiaselrad&inanc®increasievolu
ofgoodandserviceshichtheytradefulfil large
contractgndscal®perationsternationally
A Governmeals@ssisvithguaranteeitrgddinancé_
astheyaimoincreasthetradeofgoodandservices



What Are the Main Benefits of Trade Finance?

A Trade finance facilitates the growth of a business.
A Managing cash and working capital are critical to the successTohdayibaisogeissa tool which is used to

g"N"8s®"z p? ~{inventogr+ecedvables.i « ks« ®s | ¢

A Why does this help? This may allow you to offer more competiivedigensatolonibtomers, by reducing
payment gaps in your trade cymadficsal for supply chain relationships and growth.

A Trade finance is a solution for short ttermedionking capital, andhesesderlying products or services beir
Imported/ exported as secalldyeral. It increases the revenue potential of a company, andreayliakigayn
for higher margins.

A Trade finance allows companies to request higher volumeslafgtockdersladth suppliers, leading to
economies of scale and bulk discounts.

A Trade finance can also help strengthen the relationship betwebersuyersasidg profit margins. It allows

company to be more competitive.



What Are the Main Benefits of Trade Finance?

A Managing the supply chain is critical for any business. Trade finance helps ease out cash constrai
for supplieystomer3dparties, employees or providers. Earlier payments ridkdfonisgppiers.

A It is important to note that trade finance focuses more on therncettyitmmrtheer.e. it is ntdalance
sheet letTherefore, small businggheseaker balance sheets can use trade finance to trade significe
volumes of goods or services and work with stronger end customers.

A Trade finance lending instruments have embeddansigkicltighow a trading company to access a r
diverse supplier base. A moresdpjdisenetwork increases competition and efficiency in markets anc
chains.

A Companies can also mitigate business risks by using approprstedrachs finatecpayments from debt
bad debts, excess stock and deonaditiong can have detrimental effects on a business. External fina

revolving credit facilities can ease this pressure by fil@ansfigdniaeasy
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"Trade Finahcea catehll term for the financimgeohational trakere
hmsmesses

we have summatizednain trade flnamtmnavallable
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Trade Credit

Usually, the seller of goods or services requires payment by the buyer withiite3@hé@urd@dayshipped (post
shipment). Trade credit is the easiest and cheapest arrangement for the buyer. It is based mostiyhevulyast directly b
and the sellmsurance is usually taken by the seller on the buyer, due {payraeisk of non

Cash Advances

A cash advance is a payment of funds (unsecured) to the exporting Bisprassipoiogaodselt is often based on trust; &
cash advance is usaatiyabknd soughy the exporters so that they can manufacture or produce goods following an ol
Howevat,is a higisk financing structure for the buyer, as there may be delays on seswdialiergduct or



Purchase Order (PO) Finance

Purchase Order (PO) finance is commonly used for tradiwbdbsipessbselliing suppliers and end buyers. Financing i
on the basis of purchase orders th&ladtmf finance into a growing caitpistype of facility is sometimes used or not
known abdut many companies and is at many times an alternative to investment. khdisoiageslebdnugegotiating
with suppliers and end Buyairsng credibility withimahsaction chain.

PO finance usually goes hand in hand with invoice finance, as purchase tatek fipamncisyasgeditiance lender when

goods are received by the customer.

Recelvables Discounting

Invoicepostdateahecksrbillsofexchanganbeimmediatedpldonthemarkeatareducedate fotheinvoicealue
Receivablese mainlycommerciandfinancialocumentgndbanksfinancehouseand marketplacedlowsuch
documentsbesolcatdiscountqaticesnreturforimmedia@ayment hediscounmate whichmayberelativelyighand
canbecosthfor SMEs calculateldaseantheriskof defaultthecreditworthinesiheselleorbuyeandwhethethe

transactiasinternationatdomestic



Term Loans

Longeterm debt (including term loans and overdraft facitit@®) sastdiaable sources of funding. They are often bac
by securityguarantees. Often in the world of international trade and fingaoestsessetagwned by business owners
in differing countries is difficult.

Other Types of Business Finance

There are other types of trade finance which we think would b®usefu} for SMEs~ f ~~ ® [ ur sgr A
i kps| k sv@thcohsid@®ing®r k - i 2 k

Equity finanagcludes seed funding, angel investment, crewdfurecapital (VC) funding and flotation. The principle:
however are flane. Generally, a business owner will give a proportion oftbiaromvestiraaes if the company grows
shares become more vathaplejll sell their shares in the business (exit) and make a retinvesintleair. initial

Leasing and askatked finangesolves the borrowing of fundsaagaiastuch as machinery, vehicles and equipment.
are several mechanisms which allow SMEs to have access to assetsmdilien epatreptiditsductible repayments.



Asset finanedlows SMEs to purchase equipment or assetsaivena, @eribthis method of machinery use
isfavorabler tax treatmentiany markets. There are different types of leasing/ asset fiaacee ilaads)g
hire purchase and operating leases.

Contract / Payment

Goods




METHODS OF PAYNIENT
TRADE FINANCE

In trade transactions, payments need to be madenih tnselgureanner. When establishing a new
buyers and sellers usually use intermediaries, sthrag bhakk§he intermediaries can guarantee
paymentge made on schedule. As trust develops betwadrsallenyleusinesses may switch to ca:
advancespmoviding trade credit on open account terms.

Payments in trade finance have varying types ofmekidoained the exporter. In this section, we n
considehe importer as the buyer and the exporter as the seller.

Here we cover 4 types of payment methods: caséttmigaricesedit (LCs), Documentary Collectio
andopen account sales. As a business owner, it is important

to understand the different risks for each typeroéffmanentsee which one favoosbiend suitable fi
your business requirements.



Cash Advance

A cash advance requires payment from the buyer (impor{eRortbe seifere
the goods have been shipped. Therefore, the ballédhassknes

Cash advances are common-vathdawders. For examplgustieasing
from online retailers.

For a seller, a cash advance is by far the least risky p&yiféttethod.
It provides a seller with upfront working capital to proW
ship the goods,well as secusiycéhere is no risk of late or
nonpaymenf)o theuyer, a cash advance is tihevieadile

payment method. It may leashtiow issues for

the buyer and atso be problematic if the goods

arefaulty or ndelivered on time. i I



Letters of Credit (LCs)

Letters of credit (LCs) are financial, legally binding instrumentspisspeciddisbaakle finance institutions. An LC guarantees that the
bepaid on behalf of the buyer, if the terms specified in the LC are fulfilled.

An LC requires an importer and an exporter, with an igsoiegtizdiglaarthfirming (or advising) bank respectively. Then&imanciers anc
creditworthiness are crucial for this type of trade finance. Thafissumggeamik effectively replace the guarantee of payment from the
reducing the risk to the supplier. This is called credit enhancement.

> P P P P P

>

A
A

An importer agrees to buy goods from @aexpahase order (RE3)isd

The importer will approach an issuing bank (trade financier) wh@hifwik issoplutills®r k f | yi « g2 s®kas” Ykiqgl
The exporter will work with a confirming bank, who will reqdestithahted&Checked from the issuing bank (of the importer)

The confirming bank will then check the LC and, if the terms aez@Emteeableshinethe goods

The exporter then sends the relevant shipping documents to the confirming bank

Once the confirming bank has examined the shipping doaoneiisnoesagdinst the LC terms from the issuing bank, they wiiciomvesarts these
to the issuing bank

Payment is made according to the agreed terms; guaranteed by the issuing bank

The issuing bank then releases the shipping documents so thatlhienithgog@odsathat were shipped

Depending on the terms agreed, the issuing bank then transterafmonay bankaevho will then transfer the funds onto the exporter.

LCs are flexible and versatile instruments. An LC is universay gbgerdelineg &nown as the Uniform Customs and Practice (W#SP 60(
first produced in the 1930s by the International Chambe(IGCyommerce



Documenta@pollection®Cs)

ADocumentatypllectiofDC)s diffeentfroma Lettenf Credi{LC)Inthecaseofa DCtheseller

(exportewillrequegpbaymeriypresentintgs shippingndcollectiodocumente theiremitting
bank Theremittindbankwillthenforwardhesedocumentn to the bankof the importerThe

Importésbankhemagtheexporté&bankwhichwilicredithosdundsotheexporter

TheoleofbanksnaDocumentabwllectiaslimitedTheylonotverifghedocuments,
takecredicountryisksprguarantgeyment hgjustcontralheflonwofdocuments

DCs are more convenient and nediectigstthan Letters of Credhnanel
useful if the exporter and importer have a good relationship.

DCs are often used if the importer is in a politically andtabtmmainkieally



Open Account

In an open account transaction, the buyer pays the seller afteartineedoods have
(typically 380 days after). This is obviously advantagaores @ndhearries
substantial risk for the seller. It often occurs if thearadiatiosshgiween the

two parties is strong.

Open account trade helps to increase competitiveness in exdmryenarkets, and
often push for sellers to trade on open account terms. Asaaeaasale sellers
likely to seek trade finance to fund working capital wtilie waymgrfor

Trade credit insurance may be used to reduce the risk of cowmmudrcial losses,
could result from the default, insolvency or bankruptcy of a buyer.



=t PRESHIPMENT, PGSITPMENT
" AND SUPPLY CHAIN FINANCE

When does a small business actually use tradedmaategqovise trade
filnancing options intesimpameriinance, peshipment finance and supply chai




Contract

Input
Suppliers

Borrower

Security:
Lo il - g:::i:ables
Agreement Margin ;
g 9 - Cash

- Etc

Loan
Disbursement:
Prepayment

Lender

Contract

—>
Exporter /

Contract
Payment:
Lender Takes
Capital + Interest
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Trade Finance:

Trade finance (or import/ export finance) is essentially a loan,experé&thamgab@smain form of
security/ collateral. In the case of a defaulgrtbenessize the goods. Lenders will often fund ug
the total value ofgbeds, but this can vary depending on the lender and the riskspiontmigetenvil
goods. For example, if there is low demand fauterfaodsiie, specialist circuitspeta short
shelf life (perishable fruit, vegetabldenete) naay not be able to resell them. Therefore, the ris
lender is higherttieg may only be willing to finance a small percentage of the value.

Inventory or Warehouse Finance:

Ofteendersequiréhefinishedoodsobekepinawarehouseothesecurecatioforonthef ~ 2 a8 ~
premisasutcontrolleldyathirdparty) Thanventorgantherbeusedythebusinessscollateralhlender
willprovidshortermworkingapitabrloansgainghecollaterédiminuapercentagditsvalue)
Warehousanventofjnancingofterusedotopupexistingreditines



Collateral

Manager
Controlled
Warehouse

Shipment Shipment

Suppliers Trader
/ Borrower

f

Profit

Security:
- Goods

Loan
Agreement | Margin

Loan i Contract
Disbursement: ] Payment:
Payment Lender Takes

Of Inputs Capital + Interest

Lender




Prepayment Finance:
S

m=> Prepayment finance is subtly different to trade finance (or importdasdag bugas will take out a
loan specifically for the purpose of payingrlaelgafiee of the goods being shipped. The finance contrac
usually states thabtinger will pay back the loan once the goods have been receivegracés®ld on. This
ensures quickpey/ment and allows a lender to clearly link tteeth&utreohg cycles.

Postshipment finance

Posshipment finance includes any finance an exporter can asuggsodido sebd\yithout, the
exporter would wait for goods tthamw@ceand the payment terms period (typically 30, 60 or 90 days

A financier can accelerate the payment to the exporteryscepsgahresgmods are sent (typically
loaded onto the ship).

Posshipment finance can operate in a number of ways, through:
A A Letter of Credit (LC)

A A Trade Loan
A Invoice Factoring or Receivables Discounting: selling the invod@canrectivables



Exporter

Security:
I - Goods
o SN Receivables
Agreement Margin N
1 Ig - Cash
Loan - Etc 4
Disbursement: [ Pac;(r;:r:rftt-
Prepayment -
e [ Lender Takes

Capital + Interest

Lender




Supply Chain Finance (SCF)/ Payables Finance

Both large corporations and small businesses need to iggmuls asepgubif theftosemad supply chain. As a result of globalization,
supply chains have become increasingly complex. They dreirdsextegdiadlyas a result of competition, increased efficiency, anc
riskdiversification (i.e. purchasing one product from many suppliers).

Supply Chain Finance has recently been defined as a muchdfrmaderficetegoiy, encompassing all the financing opportunities :
supply chain. This technique is sometimes called reverse factimizgces payyoEsain Finance (SCF, also known as Global SCF
supplier finanteq cash flow solution which helps businesses to free up workisi¢rappéd|jmdiimbal supply chains.

This benefits both suppliers and buyers; suppliers get paid eanly e ddyeirspayment terms.

Process

A A Supply Chain Finance facility is entered by the buyer, financier and supplier

A Goods are shipped and sales invoice is raised on the buyer by the supplier

AN 88zsk?a « f{s®« s| ~sgk ®~ ps| | gsk?i« «
A* . ka ~"N"ng§gga~"k« ®rk s| ~sgk ~] ®rk ps|”*] gsk
A The financier pays the supplier, excluding interest and fees.

A The financier debits the account of the buyer on the maturity of the invoice



RISK AND CHALLENGES IN
TRADE FINANCE

Understanding the dynamics and comjpikernesarfial trade is important for
buyers, sellers landers. Managing risks is key to growing &radicmessful
business, either internationally or domesteallpeTdosie by using specific tyf
and structures of tfamnce products. International trade carries soms&ntiall
risks than domestic transactions, due to diffangneeRrculture, politics,
legislation and currency. Wsaihramarized the main types of risk under the hqj
belowproduct, manufacturing, transport and currency.



Product Risks

Produetelatedisksarethosewhichselles automaticallgustacceptFor exampléheyusuallyraveo providespecifi warrantiesy service

obligations

The buyer must consider how external factors such as how megtigetioa,duraygreme weather during shipping could affect the

These matters could well lead to disputes between the pacbesaerea@t@gned. It is important for the seller the contract is wo
correctly, so that any changes which could affect the product arle@ovatecineghprovided.

Manufacturing Risks

Manufacturing risks are particularly common for products\mécte anehtailerunique specifications. Often the seller would be req
costs of any readjustments of the product until the buyer seegfit, becausg®e g~ | i ® f k @ k«~zi ®~ -~
early ake product planning phase, which often means the buyer hasablgyaeomsgireentuch earlier stage of the transaction.

To mitigate the risks for both the buyer and the seller (espequatdtioid)edpokerms of payment mayayeneasuts and separate
guarantees throughout the design, production and delivery of the product.



Transport Risks

Cargo and transport risks can be reduced through cargo insurance, whi
usually defined by standard international policy wordings (issued by the
Institute of London Underwriters or the American Institute of Marine
Underwriters). The agreed terms of delivery will usually state who Is
responsible for arranging insurance (the buyer or seller).

7p ®r k f ak Yur
shipment properly, the insurance could be invalid if, for example, the po

- k?d prsz« ®~ s| «

transport route changes and the items arrive in a damaged condition.



Currency Risks
Currency risk management is often misunderstood or neglected b,

businesse®y business which purchases and sells) in mult
currencies should consider options to mitigate foreign exct. & (|
ratevolatility.

Changes in exchange rates will impact the profit margin on inte:

contracts, as well as the value of any assets, liablilities ar S f’/—

. . . . > W
which amenominated in a foreign currency.

TherarearangeffinanciahstrumenévailabkemanageX
risk Dugotheincreasingplatilitgeemnthemarkeandheneed m
tooperatavariousurrenciepplicieseedobeflexibland 1 P

cateaccordingly



Currency Risks

Prior to developing a strategy, a company should

look at what proportion of their business relates to

Imports or exports, the currencies that are being

used, when payments are to be made, and what

currency is used for supplier payments and invoices. ‘

Varioustrategieareusedio manageurrencyisk
andhesaisualljnvolvasingpotontract®ptions,

andorwards




TYPES OF TRADE
FINANCE LENDERS

There are different types of trade service pro\adeesswigarade finance, it

IS crucial that business avhio&se a suitable lender. Trade finance providers can
generally be split into banks dahkdenders (fusuad alternative financial
Institutions).



