
The ‘How To’ for First-time Exporters
In this Industry Insight,  The London Institute of Banking & Finance Relationship Director 
David Morrish, sets out the practicalities UK exporters need to think about when making  
that first sale overseas and the  options available   

So, it’s great news for your business - the overseas 
marketing campaign has made its return on 
investment and your first order has been received. 
Surely it can’t be that different from selling to UK 
customers? It’s understandable if you decide to 
simply log it with the other orders and fulfil it in the 
normal way.

But this would be very unwise. In reality there are a number 
pf aspects companies new to selling overseas need to 
consider. The ‘hope for the best’ approach simply incurs 
unnecessary risk and could cost you more than the value of 
the order you have just landed.

What is so different about exporting compared with 
domestic business?

ICC Model International Sales Contract

First of all, is it clear as to who is responsible for what and 
are the consequences of non-performance understood? 
Companies will have their standard contract terms which 
may be amended or expanded, but it is worth taking a look 
at the International Chamber of Commerce (ICC) Model 
International Sale Contract which has been designed 
to cover all aspects of cross-border sales transactions. It 
applies primarily to manufactured goods but can also be an 
excellent start point for other types of products too. 

Responsibilities of buyer and seller

Included in the Model Sales Contract is reference to 
Incoterms® 2010.1 For those not familiar with this, Incoterms 
is a form of ‘shorthand’ which sets out the responsibilities of 
both seller and buyer, specifically regarding the costs and 
risks in transporting and delivering goods. 

For example, CIF (Cost Insurance and Freight) means that 
the seller is responsible for everything to the point where 
the goods are unloaded. FOB (Free On Board) means that 
the seller is responsible for getting the goods on board the 
vessel. The buyer is responsible for everything else including 
insurance. 

Insurance

Insurance is an important consideration. While it might be 
tempting, and in many instances perfectly acceptable for the 
buyer to take responsibility, sellers may prefer the cautious 
approach and make their own arrangements. They may 
even be able to negotiate better terms through their brokers. 
Getting it wrong can be expensive: imagine the potential 
consequences of a shipment being jettisoned with each 
party thinking that the other has arranged for marine cargo 
insurance…

Currency

One aspect that will affect every sale overseas is the 
decision on which currency to invoice in. Choosing your 
own domestic currency removes the foreign exchange risk, 
but it may make you uncompetitive. Invoice in the buyer’s 
currency and you may be at risk from adverse movements 
in the exchange rate. The important thing is to understand 
what the risks may be and decide on a strategy to manage 
those risks.2 

Should the strategy be to invoice in the buyer’s currency 
but limit or hedge the foreign exchange risk, then there 
are various mechanisms available. These include forward 
contracts where the exchange rate may be effectively 
‘locked’ for a given amount and future date and pure 
currency options where for a fee or ‘premium’ an exchange 
rate may be protected, but not used if the exchange rate 
moves favourably. 

Method of payment

The method of payment is clearly another key consideration. 
Initial credit checks may be made through your bank but 
even a good response is unlikely to make a material impact 
on your decision. So what are the principal options? 

• Open account – this is where goods are shipped in 
the expectation that payment will be received with the 
agreed period, say 30 days; much the same as trading 
domestically. This is ideal where exporters are confident in 
the buyer’s ability and willingness to pay. 



• Payment up front – where there is no trading history or if 
the seller has doubts and doesn’t want to risk it: so cleared 
funds are insisted on first before shipment of goods. The 
risk is then entirely the buyer’s. 

It is worth adding that it really is worth considering how 
much exposure there is likely to be at any one time as this 
may well affect the decision process. In other words as a 
seller, how much are you prepared to put at risk with a new 
buyer and for that buyer how much do they want to risk 
in the event that goods prove to be sub-standard or don’t 
arrive at all? If it is a modest amount then, either way, it may 
be worth just taking a view. 

Documentary letter of credit

For more substantial amounts, and particularly in relation to 
orders from buyers in new markets, sellers will want more 
than just a good bank status report. In these situations a 
documentary letter of credit (LC) may be the answer. This is 
an irrevocable undertaking by a bank to make payment to 
the named beneficiary, provided the documents stipulated in 
the LC are presented exactly as called for and in good time. 
In short, the ability and willingness of the buyer to pay is 
substituted by an irrevocable undertaking from their bank. 

Whilst it sounds simple enough, complying with the terms 
and conditions to ensure payment can prove challenging. 
Within the industry the general view is that around 60-70% 
of documents first presented to banks for checking are 
wrong in some way. 

Caveat vendor

Once again the first essential task of a seller receiving an LC 
in its favour is to check the terms and conditions to see if 
there is any aspect that it cannot comply with. Do not assume 
that a slight change in shipment date or document will be 
acceptable; it won’t. If there is any element of the credit that 
cannot be complied with, however trivial, you should contact 
the buyer and ask for an amendment to the credit and don’t 
ship before the bank advises the amendment! 

Discrepancies

Remember the documents presented must be exactly as 
called for in the LC. If latest shipment is 30 October, 31 October 
won’t do. Documents must also comply with each other; if 
goods are shipped on 30 October but the insurance certificate 
is dated 31 October, that would be another discrepancy. 

If the documents are wrong then what does this mean in 
practice? At best there will be a delay in payment while either 
new documents are prepared (where this is possible) or 
the issuing bank plus usually the end buyer are contacted 
to establish whether the documents may be accepted 
as presented. It can happen that the buyer uses the 
opportunity to reduce the amount payable as a condition of 
acceptance. In extreme circumstances the buyer may reject 
the documents completely. 

The key point to emphasise is that for sellers that do not take 
the time and trouble to present complying documentation, 
LCs can be an expensive luxury. 

Credit insurance

If LCs are not a realistic option then, just as in domestic 
business, credit insurance on the buyer may be a possibility. 
Insurers usually like to see all buyers included of course, by 
this they don’t want just the risky ones singled out, but taking 
such insurance cover may provide benefits in selling at 
home as well as overseas. 

A listening bank

If financing is an issue (and when isn’t it?) there may be 
alternatives to traditional finance available. This is something 
you should talk to your bank about and if you do not feel 
that you are getting the right answer, it may be worth 
contacting other banks (and increasingly non-banks such as 
specialist financial institutions) more active in trade finance 
and perhaps with greater knowledge of the markets that 
you are selling into. Factoring and invoice discounting are 
options well worth exploring for the right organisation both 
internationally and domestically. 

Having read this far, some may wonder whether selling 
overseas is really worth the effort. For organisations new 
to selling to or buying from companies overseas, help and 
guidance is available from a number of sources. 

Most banks will have specialists in overseas trade who will 
be willing to discuss your international business with you. Of 
course it is worth checking at first, but initial meetings with 
a bank’s trade specialist are usually free of charge and a few 
publish useful guides, often online, which you should get 
hold of if you can. 

A good freight forwarder can provide an invaluable service 
not just in arranging shipment but also in ensuring that 
the relative documents are prepared to the right standard. 
There are also government agencies that may be able 
to give technical assistance and practical support where 
appropriate. In the UK this is provided by UK Export 
Finance.3 Your local Chamber of Commerce can also be an 
invaluable source of information. 

Worth the effort

The important point of all this is that although selling 
overseas is certainly different and requires a new approach 
to logistics; do not let that deter you. New markets can be 
opened up and longstanding partnerships developed safely 
and profitably. So, when you receive that first order, yes, take 
full on board the new challenges that this will bring and 
make sure that they are managed appropriately; but also 
think of what this means for the growth of your business… 



This Industry Insight has been produced by The London 
Institute of Banking & Finance, a leading provider of 
professional and academic qualifications to those aspiring 
to, or already undertaking, a career within the financial 
services industry. Formerly The Chartered Institute of 
Bankers, our roots stretch back to 1879 and we have been 
at the forefront of providing industry-leading professional 
education for over 130 years. 

1 Visit http://www.export.gov/faq/eg_main_023922.asp for a helpful set of definitions

2 Read more on Foreign Currency Risk in The London Institute of Banking & Finance’s Industry Insight: http://www.libf.ac.uk/docs/default-source/Industry-

Insights/managing-foreign-currency-risk.pdf?sfvrsn=0

3 Find UKEF guidance for exporters at: https://www.gov.uk/government/organisations/uk-export-finance. The British Exporters Association also provides some 

practical tips and a downloadable guide: http://www.bexa.co.uk/ 


