Glossary of Trade Terminology

Acceptance Financing: A vehicle to facilitate financing based on a term draft drawn under documentary credit covering the shipment of goods, and offered at competitive rates. The exporter may discount the draft and receive immediate payment, if he wishes, while the importer may wait until the maturity date of the draft before making payment.

Ad Valorem: According to value.

Advisory Capacity: Indicates a shipper's agent or representative does not have the power to make definite decisions or adjustments without the approval of the group or individual represented.

Affreightment: Contract of an agreement between a carrier, for example, a steamship line, and an importer or exporter in which cargo space is reserved on a vessel for a specific time at a specific price. The importer or exporter is obliged to make payment whether or not the shipment is made.

After Date: A phrase indicating that the date of maturity of a draft or other negotiable agreement is fixed by the date on which it is drawn. The date of maturity does not depend on acceptance by the drawee.

After Sight: A term indicating that payment on a draft or other negotiable agreement is due a specified number of days after presentation of the draft to the drawee or payee.

Air Waybill: A bill of lading which covers domestic and international flights transporting goods to a specified destination. It is technically a non-negotiable instrument of air transport which serves as a receipt for the shipper. It indicates that the carrier has accepted the goods and obligates itself to carry the consignment to the airport of destination according to specified conditions.

All Risks Insurance: Insurance policy covering almost all risks associated with shipment of goods, including pilferage, breakage and theft providing packing meets approved standards. Damage or expense caused by contents of shipments or by delay may not be covered.

Alongside: This phrase relates to a part of a ship. When goods are delivered "alongside" it means they are being placed on the dock within reach of the ship's tackle so that they can be loaded aboard the ship.

Anti-dumping Duties: These are additional duties assessed by a country on imported products that are deemed to be under "normal" price. The inexpensive import is hurting the domestic equivalents by its unfair cost advantage.

Arbitrage: This is the process of buying foreign exchange, stocks, bonds and other commodities in one market and immediately selling them in another market at higher prices.

At Sight: This phrase refers to payment on a draft or other document. Payment is due upon presentation or demand.

Authority to Pay: A letter used mainly in the Far East, addressed by a bank to a seller of merchandise, notifying him or her of authorization to purchase drafts up to a stipulated amount. This amount is drawn by a certain foreign buyer in cover of specified shipments of merchandise.

Balance of Payments: Refers to a country's total international economic transactions including exports, imports, travel, investments, gold shipments, transfer payments, etc. with all other countries.

Balance of Trade: Amount of surplus or deficit between a country's imports and exports.

Banker's Acceptance: A draft for a fixed period which shows a bank as both drawing and accepting this instrument. 

Barter: A trade of merchandise for other merchandise, without the use of money.

Bilateral Trade Agreement: International trading agreement between two countries for a certain period of time.

Bill of Exchange: See Draft.

Bill of Lading: This is a document that establishes the terms of a contract between a shipper and a transportation company under which freight is to be moved between specified points for a specified charge. This is prepared by the shipper on forms issued by the carrier. It also serves as a document of title, a contract of carriage and a receipt for goods.

Blocked Exchange: Exchange which cannot be freely converted into other currencies.

Bonded Warehouse: A warehouse authorized by customs authorities for storage of goods on which payment of duties is deferred until the goods are removed.

 Booking: An arrangement with a steamship company for the acceptance and carriage of freight.

Brussels Nomenclature: Standardized system for classifying commodities for customs purposes. Developed by the Customs Co-operative Council, the E.E.C. and some other European nations use this system as a tariff base.

Bunker Surcharge: A surcharge applied to all ocean freight rates on a percentage basis. Used in times of rapid fluctuations in the cost of bunker oil fuel.

Carnet: A customs document permitting the holder to carry or send merchandise temporarily into certain foreign countries without paying duties or posting bonds. This is usually for display, demonstration or similar purposes.

Cash Against Documents (CAD): Payment for goods in which a commission house or other intermediary transfers title documents to the buyer upon payment in cash.

Cash in Advance: Payment for goods in which the price is paid in full before shipment is made. This method of payment is usually used for small purchases or when goods are built to order.

Cash with Order: Payment for goods in which the buyer pays when ordering. This method of transaction is binding by both parties.

Certificate of Inspection: A document used when perishable items are being transported. It states the goods were in good condition immediately prior to shipment.

Certificate of Manufacture: This is a statement in which the producer of goods certifies that the manufacturing has been completed and that the goods are now at the disposal of the buyer.

Certificate of Origin: This document is required by certain foreign countries for tariff purposes. It certifies the country of origin of specified goods.

Chamber of Commerce: An association of business people organized to promote local business interests.

Charter Party: A written contract between the owner of the vessel and a "charterer" who rents the use of a vessel or a part of its freight space. The contract generally includes the freight rates and the ports involved in the transportation.

Clean Bill of Lading: A receipt for goods by a carrier with the indication that the goods were received in good order without damages or irregularities.

Clean Draft: A draft to which no documents have been attached.

Collection Papers: All documents submitted to a buyer for the purpose of receiving payment for a shipment (includes invoices, bills of lading, commercial invoice, etc).

Commercial Invoice: An itemized list of goods shipped.

Common Carrier: An individual, partnership or corporation which transports people or goods for compensation.

Common External Tariff (CXT or CET): A uniform tariff applied by a customs union, such as the European Communities to imports from non-member nations of their common market.

Compensation: A form of countertrade in which the seller agrees to take full or partial payment in goods or services generated from the sale.

Confirmed Letter of Credit: A Canadian bank confirms the validity of a letter of credit issued by a foreign bank on behalf of the foreign importer, guaranteeing payment to the Canadian exporter provided that all terms in the document have been met. An unconfirmed letter of credit does not guarantee payment so, if the foreign bank defaults, the Canadian exporter will not be paid. Canadian exporters should accept only confirmed/irrevocable letters of credit as a form of payment.

Consignment: Delivery of merchandise from an exporter to an agent under an agreement that the agent sell the merchandise for the account of the exporter. The exporter retains title to the goods until the agent has sold them. The agent sells the goods for commission and remits the net proceeds to the exporter.

Consortium: Loose association of financial or other institutions for the purpose of managing large projects or sales.

Consular Declaration: A formal statement made to the consul of a foreign country, describing goods to be shipped.

Consular Invoice: A document that some countries require, describing a shipment of goods and showing such information as the consignor, consignee and the value of the shipment. This is generally certified by a consular official of the foreign country, and is used by the country's customs officials to verify the value, quantity and nature of the shipment.

Contingency Protection: A Free Trade term referring collectively to countervailing duties and anti-dumping safeguards.

Cost & Freight (C&F): A pricing term that indicates that the cost of the goods and freight charges are included in the quoted price.

Cost & Insurance (C&I): A pricing term indicating that the cost of the product and the insurance are included in the quoted price.

Cost, Insurance & Freight (CIF): A pricing term indicating that the cost of the goods, insurance and freight are included in the quoted price.

Counterpurchase: One of the most common forms of countertrade in which the seller receives cash but contractually agrees to buy local products or services as a percentage of cash received and over an agreed period of time.

Countertrade: International trade in which the seller is required to accept goods or other instruments of trade, in partial or whole payment for its products.

Countervailing Duty: An extra duty imposed by the Secretary of the Treasury to offset export grants, bounties or subsidies paid to foreign suppliers in certain countries by the governments of those countries as an incentive to exports.

Credit Risk Insurance: Insurance designed to cover risks of non-payment for delivered goods.

Customhouse Broker: An individual or firm licensed to enter and clear goods through Customs.

Customs: The authorities designated to collect duties levied by a country on imports and exports.  The term also applies to the procedures involved in such collection.

Customs Harmonization: International attempts to make uniform (or "harmonized") the customs classifications and procedures in cooperating countries.

Customs Union: Trading block where two or more countries agree to eliminate tariffs or other import restrictions on each other's goods while maintaining common tariffs on goods from all other countries.

Date Draft: A draft which matures at a specified time after the issue date, without regard to the date of acceptance.

Del Credere Agent: One who guarantees payment for goods, usually a sales agent who guarantees payment for shipments to his customers for a commission in addition to his usual sales commission.

Demurrage: Demurrage refers to extra time taken to load or unload a vessel. It refers to the situation in which the charterer or shipper is at fault, rather than the vessel's operator.

Devaluation: The official lowering of the value of one country's currency in terms of one or more foreign currencies. If, for example, the Canadian dollar is devalued in relation to the Swiss franc, one dollar will buy fewer francs than before.

Dispatch: An amount paid by a vessel's operator to a charterer if loading or unloading is completed in less time than stipulated in the charter party.

Distributor: A foreign agent who sells directly for a supplier and maintains an inventory of the supplier's products.

Dock Receipt: A receipt issued by an ocean carrier to acknowledge receipt of a shipment at the carrier's dock or warehouse facility.

Documents Against Acceptance (D/A): Instructions given by a shipper to the bank indicating that documents transferring title to goods should be delivered to the buyer upon the buyer's acceptance of the attached draft.

Documents Against Payment (D/P): Instructions given by a shipper to the bank indicating that documents transferring title to goods should be delivered to the buyer only upon the buyer's payment of the attached draft.

Domestic Content Requirements: Government requirements that specify the percentage of domestic content that must be used in certain goods sold in that country.

Domicile: The place where a draft or acceptance is made payable.

Draft: An unconditional order in writing from one person to another, directing the drawee to pay a specified amount to a named payee at a fixed future date.

Drawback: A refund of duties paid on imported goods which are provided at the time of their re-exportation.

Drawee: The individual or firm on whom a draft is drawn and who owes the indicated amount.

Drawer: The individual or firm that issues or signs a draft and stands to receive payment of the indicated amount from the drawee.

Drayage: Pick-up or delivery trucking charges for goods from docks and other terminals.

Dumping: Importing merchandise into a country at low prices that are detrimental to local producers of the same kind of merchandise.

Dunnage: Packing materials used in the holds of ships to prevent cargo from touching the vessel proper.

Duty: A tax imposed on imports by the customs authority of a country. Duties are based on the value of the goods (ad valorem), or other factors such as weight or quantity (specific duties), or a combination of value and other factors (compound duties).

End-use Tariff Item: A tariff classification in which the rate of duty depends upon how the imported product is used.

Eurodollars: U.S. dollars placed on deposit in banks outside the United States.

European Currency Unit (ECU): The European Currency Unit serves as a link and unit of account between member currencies. The ECU is not a currency in itself, however, but an average value or "basket" of the currencies of 12 of the15 European Union (EU) states which contains, for instance, 62 German Pfennigs, 1.33 French Francs and 152 Italian Lira. These amounts are no longer adjusted.

Under the Treaty on European Union, the composition of the ECU basket was frozen.

European Free Trade Association (EFTA): Members include Austria, Finland, Iceland, Norway, Portugal, Sweden, and Switzerland. Member countries eliminate duties among themselves while maintaining separate tariffs to outsiders.

European Monetary System (EMS): The Monetary System of the European

Union (EU). Its purpose is to stabilize exchange rates between the currencies of member states in the EU, to eliminate trade distortions.

Exchange Rate: The price of one currency in terms of another, e.g., units of one currency may be exchanged for units of another.

Ex-Factory: The price of goods at the exporter's loading dock, i.e. the buyer owns the goods at that point and bears all the risks and costs for subsequent delivery.

Export: To send or transport goods out of a country for sale in another. In international sales the exporter is usually the seller or the seller's agent.

Export Broker: An individual or firm that brings together buyers and sellers for a fee but does not take part in actual sales transactions.

Export License: See export permit.

Export Management Company: A private firm that serves as the export department for several manufacturers, soliciting and transacting export business on behalf of its clients in return for a commission, salary or retainer plus commission.

Export Merchant: A company that buys products directly from manufacturers, then packages and marks the merchandise for resale under its own name.

Export Permit: A legal document that is necessary for the export of goods controlled by the Government of Canada, specifically, goods included on the Export Control List or goods destined for countries on the Area Control List.

Export Trading Company: A firm that markets domestic products and services abroad on behalf of manufacturers, farm groups and distributors. These firms most often act as independent distributors, bringing buyers and sellers together for a transaction.

Ex-Works Price: This price normally includes export credit insurance, financing charges and the profit margin. It excludes any costs which relate specifically to the home sales operation.

Force Majeure: This is a clause used in marine contracts exempting the parties for non-fulfillment of their obligations as a result of conditions beyond their control, such as earthquakes, floods, war, etc.

Foreign Exchange: The currency or credit instruments of a foreign country. Also, transactions involving purchase and/or sale of currencies.

Foreign Sales Agent: An individual or firm that serves as the foreign representative of a domestic supplier and seeks sales abroad for the supplier. 

Free Alongside (FAS): The price of goods to delivery on the docks during loading. The buyer becomes responsible for the goods once they are on the docks alongside the ship.

Free In: This term indicates that the charterer of a vessel is responsible for the cost of loading goods onto the vessel.

Free In & Out: This term indicates that the charterer of a vessel is responsible for the costs of loading and unloading goods from the vessel.

Free on Board (FOB): An agreed-upon destination to which transportation charges are paid by the vendor and at which the title passes to the purchaser. The prices of goods on board the specified vessel at the specified port of shipment. If you have quoted FOB prices, you are responsible for the shipment until it is loaded on board. This could cause problems in the event of a dock strike.

Free on Board (FOB) Destination: Goods are the property of the seller until they arrive on the dock of the receiver.

Free Port: An area in a port where merchandise may legally be moved without payment of duties.

Free Trade Zone (FTZ): An isolated, enclosed, policed trade area designated by the government of a country for duty-free entry of any non-prohibited goods. Merchandise may be stored, used for manufacturing within the zone and re-exported without duties being paid. Duties are imposed on the merchandise only when the goods pass from the zone into an area of the country subject to the customs authority.

Foul Bill of Lading: A receipt for goods issued by the carrier with an indication that the goods were damaged when received.

General Agreement on Tariffs and Trade (GATT): A multilateral treaty whose purpose is to help reduce trade barriers between countries and promote trade through tariff concessions.

General Export License: Any of the various export licenses covering export commodities for which validated export licenses are not required. No formal application or written authorization is needed to ship exports under a General Export License.

Generalized System of Preference (G.S.P.): Reduced or no tariff on certain commodities extended by industrialized countries to developing countries.

Gross Weight: The full weight of a shipment, including goods and packaging.

Hard Currency: Currency whose value is generally strong and accepted by most countries in international trade.

Harmonized System of Codes (HS): An international goods classification system for describing cargo in international trade under a single commodity-coding scheme.

Import: To bring foreign goods into a country. In international sales the importer is usually the buyer or an intermediary who accepts and transmits goods to the buyer.

Import License: A document required and issued by some national governments authorizing importation of goods into their individual countries.
Inherent Vice: An insurance term referring to any defect or other characteristic of a product which could result in damage to the product without external cause. For example, the instability of a chemical that may cause it to explode spontaneously. Insurance policies may specifically exclude losses caused by inherent vice.

Inland Bill of Lading: A bill of lading used in transporting goods overland to the exporter's international carrier. Although a through bill of lading can sometimes be used, it is usually necessary to prepare both an inland bill of lading and an ocean bill of lading for export shipments.

International Monetary Fund (IMF): World body formed to finance exports, stabilize foreign exchange rates, enable currency conversions, etc.

Irrevocable Letter of Credit: A letter of credit in which the specified payment is guaranteed by the bank if all terms and conditions are met by the drawee.

Joint Venture: A business undertaking in which more than one firm shares ownership and control.

Letter of Credit (LOC): A document issued by the bank per instructions by a buyer of goods authorizing the seller to draw a specified sum of money under specified terms (usually the receipt by the bank of certain documents within a given time). Shifts the credit risk to the bank issuing the letter of credit. Often used in exporting goods.

Licensing: A business arrangement in which the manufacturer of a product grants permission to another group or individual to manufacture that product in return for royalties or other payment.

Lighterage: Cost for transport of goods between ship and shore via barges or lighters.

Marine Insurance: Insurance covering loss or damage of goods at sea. Marine insurance will typically compensate the owner of merchandise for losses sustained from fire, shipwreck, piracy and various other causes, but excludes losses which can be legally recovered from the carrier.

Market Access: The 'openness' of a national market to exporting countries.

Marking: Letters, numbers and other symbols placed on cargo packages to facilitate identification.

Non-Tariff Barriers: Government measures, other duties, employed to restrict international trade.  Non-tariff barriers are not as clear as tariff barriers but can cause significant trade distortions or obstacles for foreign market entry. Examples of non-tariff barriers include government subsidies, discriminatory procurement policies, regulation, customs/entry procedures, or quota restrictions (on imports or exports).

Ocean Bill of Lading: A bill of lading indicating that the exporter consigns a shipment to an international carrier for transportation to a specified foreign market. It also serves as a collection document.

Offset: A variation of countertrade in which the seller is required to assist in or to arrange for the marketing of locally produced goods.

Open Account: A trade arrangement in which goods are shipped to a foreign buyer without guarantee of payment. It is obviously essential that the buyer's integrity be unquestionable.

Open Insurance Policy: A marine insurance policy that applies to all shipments made by an exporter over a period of time, rather than to one shipment.

Packing List: A list showing the number and kinds of items being shipped, as well as other information needed for transportation purposes.

Par Value: Official value of a country's currency stated in terms of gold or another currency, established in agreement with the IMF.

Phytosanitary Inspection Certificate: A certificate issued by the Canadian Food Inspection Agency to satisfy import regulations of foreign countries. It indicates that the shipment has been inspected and is free from harmful pests and plant diseases.

Pro Forma Invoice: Prior to the shipment of merchandise, this invoice informs the buyer of the kinds and quantities of goods to be sent, their value and specifications.

Purchasing Agent: An agent who purchases goods in his own country on behalf of foreign importers such as government agencies and large private concerns.

Quantitative Restrictions: Explicit limits or quotas, usually measured by volume but sometimes by value, on the physical amounts of particular commodities that can be imported or exported during a specified period.

Quota: The quantity of goods of a specific kind that a country will permit to be imported without restriction or imposition of additional duties.

Quotation: An offer to sell goods at a stated price and under specific conditions.

Reciprocity: The mutual balancing of concessions between the governments of two trading nations.

Revocable Letter of Credit: A letter of credit which can be cancelled or altered by the buyer after it has been issued by the drawee's bank.

Rules of Origin: The term used for the set of measures that differentiate between goods originating in one country and those from another when applying trade measures such as tariffs. Such rules are very important for countries which are members of a free trade area.

Safeguards: This term refers to emergency actions in the form of additional duties or import quotas applied to imports which cause or threaten serious injury to domestic producers.

Sectoral Trade Agreement: A trade agreement limited in its application to a particular group of related products comprising a sector. The Auto Pact is an example of a bilateral sectoral agreement and the GATT Aircraft Agreement is an example of a multilateral sectoral agreement.

Ship's Manifest: A list signed by the captain of the ship listing the goods constituting the ship's cargo.

Sight Draft: A draft which is payable upon presentation to the drawee.

Soft Currency: Weak currency in relation to other currencies; not easily convertible into hard currencies.

Soft Loans: Very low interest loans, usually repayable in currency of the borrower.

Spot Exchange: Foreign exchange for immediate delivery and payment between the two parties.

Standard Industrial Code (SIC): A standard numerical code system used to classify products and services.

Standard International Trade Classification (SITC): A standard numerical code system developed by the United Nations to classify commodities used in international trade.

State Controlled Trading Company: In a country with a state trading monopoly, a trading entity empowered by the country's government to conduct its export business.

Steamship Conference: A group of steamship operators that operate under mutually agreed upon freight rates.

Stevedoring Charge: Charges, usually based on per ton of cargo, agreed upon between ocean carrier and terminal or stevedoring operator.

Straight Bill of Lading: B/L under which goods are consigned directly to a named party, requiring that delivery be made only to that party.

Subsidy: A direct or indirect economic benefit afforded to producers by a government in order to enhance their competitiveness.

Swap Arrangements: A form of trade in which similar or identical products from different locations are traded to save transportation costs.

Switch Arrangements: A form of countertrade in which the seller sells on credit and then transfers the credit to a third party.

Tare Weight: The weight of a container or packing materials without the weight of the goods it contains.

Tariff: A duty (or tax) levied upon goods as they enter or exit a country. Tariffs raise the prices of imported goods, making them less competitive within the market of the importing country. After GATT negotiations that focussed heavily on tariff reductions, tariffs are less important measures of protection than they once were. The term often refers to a comprehensive list or "schedule" of merchandise including the rate of duty to be paid to the government for importing products. The tariff rate is the rate at which imported goods are taxed.

Terms of Trade: Ratio of the prices paid by a country for imports to prices received for exports.

Through Bill of Lading: A single bill of lading covering international and domestic carriage of an export shipment. An air waybill, for instance, is a through bill of lading used for air shipments. Ocean shipments on the other hand, usually require two separate documents: an inland bill of lading for domestic carriage and an ocean bill of lading for international carriage.

Time Draft: A draft which matures either a certain number of days after acceptance or a certain number of days after the date of the draft.

Trade Mission: A mission to a foreign country organized to promote trade through the establishment of contacts and exposure to the commercial environment. They are often organized by national, regional or local government departments or agencies.

Tramp Steamer: A ship not operating on regular routes or schedules.

Trust Receipt: Release of merchandise by a bank to a buyer in which the bank retains title to the merchandise. The buyer who obtains the goods for manufacturing or sales purposes is obligated to maintain the goods distinct from the remainder of the assets and hold them ready for repossession by the bank.

United Nations Conference on Trade Aid and Development (UNCTAD)): United Nations-sponsored organization headquartered in Geneva, Switzerland which promotes economic development and international trade of developing countries.

Usuance Time: Period customarily allowed for payment of foreign bills of exchange.

Valuation: The appraisal of the worth of imported goods by customs officials to determine the amount of duty payable in the importing country. The GATT Customs Valuation Code obliges governments that sign it to use the "transaction value" of imported goods or the price actually paid or payable for them as the principal basis for valuing the goods for customs duties.

Value Added Tax (VAT): A multi-stage, non-cumulative tax on consumption. A national sales tax levied at each stage of production and distribution which is applied only to the value added at each higher level. Canada’s GST and HST are examples of VATs.

Variable Levy: A tariff subject to alterations as world market prices change. The alterations are designed to ensure that the import price after payment of duty will equal a predetermined price. The amount of the levy is adjusted daily for changes in the world market situation in the case of grains, fortnightly for dairy products and quarterly for pork.

Voluntary Export Restraints (VERs): Informal arrangements through which exporters voluntarily restrain certain exports, usually through export quotas, to avoid economic dislocation in an importing country. Such arrangements do not normally entail compensation for the exporting country.

Wharfage: A charge assessed by a pier or dock owner for handling incoming or outgoing cargo.

With Average (W.A.): A marine insurance term meaning that a shipment is protected from partial damage whenever the damage exceeds 3%.

Without Reserve: A term indicating that a shipper's agent or representative is empowered to make definite decisions or adjustments abroad without approval of the group or individual represented.
