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Bank
Drawer Payee/Endorsee Drawee
A) Drawer Issues a Bill of Exchange B) Bank Participates as a Payee C) Drawee Receives the Cargo
for Cargo Shipped or Endorsee of the Bill of and Bill of Exchange
Exchange
D) Bank makes payment to the E) Bank waits for the Bill of F) Once the Blll of Exchange
Seller as per the Bill of Exchange Exchange to Mature to collect matured, the buyer pays the

money bank with interest



Agree on a Contract
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INCOTERMS 2020
Point of Delivery and Transfer of Risk
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BPO flows for data, documents and goods
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Example of how a BPO transaction could work

1. A buyer and a seller would agree the BPO as the payment term upon agreeing a contract. The
buyer would send a Purchase Order (PO) to the seller.

2. The buyer would provide data (see below) from the purchase order and payment conditions to
their bank (buyers bank).

3. The seller would confirm that the data from the PO is correct and send these on to their recipient
bank (sellers bank). In this case, if the documents match (and the banks agree this), then the
seller can ship the goods or services as agreed on the initial sales contract.

4. Seller presents the data to its bank, which is then cross-checked by the buyer. Any data
mismatches are resolved where possible,

5. If matched by both parties, the sellers bank is informed and the seller sends the trade documents
directly to the buyer. Buyer will clear goods from the customs with these documents.

6. On the due date agreed in the contract, the buyers bank debits the proceeds from buyer’s
account.



Data Fields, BPO and URBPO

% Banks will often expect the following when verifying data points: —

» Transaction reference

» PO Reference

» Buyer name and country
» Buyer Bank BIC

v Seller name and country
s Seller Bank BIC

» Obligor Bank

» Recipient Bank

s Amount/ currency

» Goods and quantity

= Payment terms

» Data required (commercial, transport, insurance, certificate, other certificate)
» Expiry date

» Contact person

» Law applicable to the BPO
v Charges




Development Foreign Trade (Exports) from 1978 until 2014
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B Volume short term export credit insurance 2013: USD 1.640 bn.; (end of year 2013: USD 1.092 bn.)
B Volume Factoring 2013: USD 440 bn. (thereof domestic USD 2,667 bn.)"*



The Bank Payment Obligation
A new payment method between L/C and open account

Seller

>
E 0
E =1 Letterof [

8 . 2
§ 5 Credit ﬁ
a

LC Issumg LC Adwsmg

Bank services based on paper
document processing

Buyer% Seller

Bank
Payment
Obligation

¥ gy &

BPO
Remplﬁnt

Dbllgor

Bank
Bank services based on
electronic trade data exchange

Array of risk, financing and processing services to address
both cash management and trade finance needs

SWIFT]  supplychain@swift.com

Buyer % Seller

Open
Account
Buyer’s Seller’s
Bank Bank

T

Bank services limited to
payment processing




3.3.4.2 Process under Blockchain

The Process regarding the documentary Letter of Credit could be simplified through the
Blockchain using Smart Contracts. In this case, the process can be described as follows:

Figure 20: Documentary Credit Process under Blockchain
& Title
'l 2

B@r ’“Z'."::ﬁ g ﬁe 3

@ Issuing
/
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nantracz v Blockchain
By Platform

‘\\'
Scller 4. m
*

1

7. $
lcons from Freepik [pseudonym] and available from: www.flaticon.com

1) The buyer and seller enter into a sale contract (smart contract) on a platform using the
Blockchain's technology.

2) The buyer request a Smart Letter of Credit to the issuing bank.

3) The bank will review the smart Letter of Credit, issue and confirm it on the Blockchain.

4) The different parties involved in the transaction (agents, inspectors...) will issue the
different documents required. such as the Bill of Lading, the certificates of quality and
quantity, certificates of origins, etc.

5) The seller present those documents to the bank electronically (using the Blockchain).

6) The checking is done automatically in order to confirm the compliance of the documents
with the Letter of Credit’'s conditions and highlight any discrepancies.

7) If everything is compliant and correct, the bank will sign off everything. Thus, the title to the
assets is automatically transferred to the buyer and payment is made simultaneously to
the seller. (Lotto Persio, 2016) (https:/fwww.gtreview.com/news/asia/banks-blockchain-
innovation-letters-of-credit/)
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