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THE IMPORTANCE OF GLOBAL TRADE

A. Important for Exporters & Multinationals-
Economic Growth

B. Economist David Ricardo-Comparative Advantage
(1817)

C. Helped Raise Millions from Poverty
D. Globalization Trends

« Communications

 Technology

 Freedom Opens Emerging Markets
 Transparency
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Exports a Key to the Economic Rebound

= All countries want to
Increase Export Industries.

= Massive Global Financial
support for Trade during
2008-2009 credit crisis.

= In 2016 there are concerns
about Growth.

* Reducing Trade Barriers is
an ongoing challenge.

= An Example in the News is
the Trans-Pacific
Partnership (TPP).
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Global Trade will Help Rebalance
Economies

China, India, and Emerging market high growth rates stimulate
demand and global economies.

In financial crisis in 2008-2009 emerging market growth and stability
was a positive factor. Today, the slow down in Emerging Markets is a
key concern for our slower growth environment.

In the U.S. after stimulus and Quantitative Easing the economy finally
starting to rebound. Stronger $$

The Euro weakens and it will stimulate Exports and increase inflation.

U.S. accused Chinese of “Currency Manipulation®. The Yuan has
appreciated for years and Chinese internal consumption increased.

THEME - In various ways Global Trade Growth
patterns evolve and help rebalance
Economies.




China: losing a currency war?
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XE Currency Chart Mar 15, 2016

CNY per 1 USD

19 Mar 2006 00:00 UTC - 15 Mar 2016 18:13 UTC
USDJ/CNY close:6.51486 low:6.04370 high:8.03190
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The World in GDP Growth Rates
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* FINANCIAL TIMES
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Houston Oilfield Exporters and Energy
Multinationals Capitalize on Emerging Markets

 Welcome to Houston the Energy Capital

* Houston Energy companies capitalize on Globalization and are
one of the key factors in our rapid growth.
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Port of Houston #1 in Foreign Tonnage

for 18 years
2013 - (Million Tons)
Petroleum Products 107
Organic Chemicals 16
Iron / Steel Products 9
Grains & Cereals 6
Plastics 5
2010 -$ Billions 2013 - $ Billions
1.) Mexico $15 1.) Mexico $21
2.) Saudi Arabia $7.8 2.) Brazil $11
3.) China $7.6 3.) China $7.8
4.) Venezuela $7.6 4) Germany  $7
5.) Brazil $7.2 5.) Colombia  $6.8
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Panama Canal Expansion

The Panama Canal expansion will double capacity
and cost over S5 billion.

Started in 2007 and plans to complete in 2016.

Now carries vessels up to 5,000 TEU’s will be able to
handle vessels of 15,000 TEU’s.

Ports in the East and Gulf Coasts upgrading to meet
demand of Post-Panamax ships.

Traffic for containers, grain, iron ore and coal will
increase significantly.




Trans-Pacific Partnership

= The TPP is in the news and will ideally soon be signed.

= TPP’s 12 Country agreement after seven years of

Negotiations is close. (United States, Japan, Canada, Mexico,

Singapore, Malaysia, Australia, Brunei, Peru, New Zealand, Chile and
Vietnam)

= Will cover about 40% of Global Trade.

=  Will lower tariffs and trade barriers on rice, steaks,
cars chemicals, etc.

=  Standards on Labor and the Environment
LH Blades International, Inc. _



Trade Promotion Authority (TPA)

= Republicans want to give
President “Fast Track” authority.

= Fast Track Authority or TPA
allows the President
to negotiate the TPP
without Congress
amending the Treaty.

(Remember NAFTA -1992)

= |deally, TPP will set the
stage for a parallel
negotiation with Europe
known as the Transatlantic
Trade and Investment

Partnership (TTIP)

13 Bii




WORLD TRADE
ORGANIZATION

World Trade Organization



Bretton Woods Conference 1944

* Formally known as the United Nations Monetary and Financial
Conference.

* Mount Washington Hotel, Bretton Woods, New Hampshire.
* Created our International Financial System.

* The World Bank.

* International Monetary Fund.

15
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World Bank Group

ternational Bank for
Reebnstruttion and Development (IBRD)

| S

International Bank for Reconstruction and Development (IBRD or World

Bank)
Reduces poverty in poorer countries by promoting development through loans,

guarantees, and advisory services to foreign governments. Established in 1944 as
the original institution of the world bank group, IBRD is structured like a cooperative
that is owned and operated for the benefit of its 184 member countries.

RIFC:

International Finance Corporation (IFC)

The creation of IFC in 1956 was first step by the global community to
foster PRIVATE SECTOR investment in developing countries.

International
Flnance Corporation

‘f_ L)
( Ban I
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World Bank Group Affiliates

L
I | I l g E I Multilateral Investment Guarantee Agency (MIGA)
Provides insurance to spur investment in projects in

developing member countries

International Development
Association (IDA)

International Development Association (IDA)
Helps the world’s poorest countries with
grants




Multilateral Development Banks
Regional

The Inter American Development Bank (IDB) lends
money and provides grants. With a triple-A rating
it can loan competitively for its clients in its 26
borrowing member countries.

7% European Bank European Bank For Reconstruction And Development (EBRD)
v et oo [VESEING 1N countries from central Europe to central Asia

m \ - Corporacion Andina de Fomento (CAF) The main source of
: multilateral financing of the Andean region.
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PANAMA CANAL FINANCING

The Panama Canal Authority signed
contracts with a group of bilateral and
multilateral credit institutions as
outlined below:

Amount
(Millions) Institution

$800 Japan Bank for
International Cooperation
(JBC)

$500 European Investment Bank
(EIB)

S400 Inter-American
Development Bank (IDB)

$300 International Finance Corp.
(IFC)

$300 Corporacion Andina de
Fomento (CAF)

B Blades International, Inc. RN




International Monetary Fund




Troika — IMF, European Central Bank,
and European Commission

= |MF provides Europe with policy advice, financing, and
technical assistance. (Latin America-80’s; Asia-90’s...)

" As part of the Troika, the IMF coordinates with
European Central Bank (ECB) and the European
Commission (EC).

" Greece and their financial crisis remains in the news as

the debate between austerity and stimulus continues.
(Keynes vs. Hayek)

B Blades International, Inc. | —_—



U. S. Government the Largest Supporter
of Global Trade

International Monetary Fund & World Bank

= Leadership in the United Nations

* K * * * &

- * % x_x x
= World Trade Organization / :*:*:*:*:*:_
» Free Trade Advocate IR _

*** * x ***

= U.S. Government Agencies

- EXIMBANK

- OPIC

- Department of Commerce
(Foreign Consulates)

- SBA — Export Loan Programs

- Trade Development Agency (TDA) Grant Money

22 B
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Overseas Private Investment
Corporation

[:I )

* OPIC is an independent agency of the U.S. government providing
Insurance, guarantees and direct loans to promote U.S.
Investment in developing countries.

* OPIC was established in 1971 and provides support for 150
countries and has been profitable for the U.S. Government.

* OPIC supports U.S. investment in emerging markets worldwide,
fostering development & the growth of free markets.




Export - Import Bank of The United States
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The Export-lmport Bank - United States

*The Eximbank was established In the

- OKI‘-IMPORTBANK 1930's to support U.S. Exporters and
oftbeUNlTEDSTATES thus U.S. Jobs.

 Eximbank is a U.S. Government Agency
so its Insurance and Guarantees carry
— 1€ fUll faith and credit of the U.S.

meeeeeeeeess GOvernment. AAA Risk. Eximbank iIs
***********_ Profitable.

esssss——————— Helping Exporters meet Foreign
Competition by Taking International Risk
where there is a "Reasonable Assurance
of Repayment" is their Mission.

25
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PauL BAnuzyTA, Eveutive VP and COO
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u H} EXPORT-IMPORT BANK . .
E of the UNITED STATES - EXpOrt Import Bank of the United States (Eximbank)

JEXIM Japanese Export Import Bank (Jexim)

IMPORT/EXPORT GO.

YEDC cpovevepmentcanasa EXPOrt Development Corporation of Canada (EDC)
2C @) Export Credit and Guarantee Department- U.K. (ECGD)

Comagnie Francaise D. Assurance Pour Le Commerce
COface Exterieur (Coface)

I-l_I srHermes  Hermes Kreditversicherungs-AG (Hermes, Germany)

_;-j‘_ BANCOMEXT  Banco Nacional de Comercio Exterior Snc (Bancomext)

de Comercio Exterios, 5.N.C.

CESC: e Cesce (Spain)

Seguros de Crédito

% Korea Eximbank | Keximbank (Korea)

= SACE | Sace (ltaly) (And About 40 Others)
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Corruption & Terrorism

Corruption and Terrorism are key
Headwinds to Globalization.

e
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Control Of Corrup'rlonscores aroundfheworld, 2014
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Ofther challenges and headwinds include:

— Balance of Labor and Environmental rights versus
Corporate interests.

— Nationalism versus opening Developing Economies.

— Pace of change for Developing Markets. Liberal vs.
Conservative policies.

— Globalization will continue to yield prosperity and
benefits despite headwinds and conflict. Yes?




Global Competition

* Should you sell Internationally?

 Expand Global Operations?
* Encourage Foreign Investment ?
 Enter a Foreign Joint Venture?

* Global Competition is stiff and challenges are
numerous!

* |s Your Team knowledgeable of the Financial Tools of
International Trade?

B Blades International, inc. NN



RANGE OF TRADE FINANCE www.bladesintl.com

.......................................................................................................................................................................................................

Enhance Your International Sales with PROJECT FINANCE

the Right Trade & Project Finance FOREIGN EXCHANGE HEDGING

EXIMBANK TERM LOAN GUARANTEE
EXIMBANK WORKING CAPITAL LOAN
SHORT TERM CREDIT INSURANCE
CONFIRMED EXPORT LETTERS OF CREDIT
BANK GUARANTEES
FINANCIAL STANDBYS
PERFORMANCE STANDBYS
EXPORT LETTERS OF CREDIT
IMPORT LETTERS OF CREDIT
DOCUMENTARY COLLECTION
OPEN ACCOUNT

ALIX3TdWNO03J

TERM -

2425 Fountain View, #350 | Houston, TX 77057 | 713.977.7400 | Email: bb@bladesintl.com



« Documents Against Payment (Cash for Documents)
— Importer should get documents only after payments

— The B/L and title needs to be controlled in the
collection package

— Inexpensive

« Documents Against Acceptance
— Acceptance of a 30 or 90 day draft gives terms

— Importers Acceptance and promise to pay can be
Insured




Export & Import
Letters Of Credit

« Commercial Letters of Credit are known as
either Import or Export Letters of Credit.

* Are Export Letters of Credits being used
enough to enhance foreign sales ?

« Terms can be extended in export Letters of
Credit by drawing time drafts, or deferred
payments. Time drafts can be discounted.

 Risk can be mitigated by having export Letters
of Credit confirmed.

B Blades International, Inc. [



The Letter of Credit Contract

* The L/C Contract should be carefully
reviewed and scrutinized before
Issued or accepted.

« Banks Pay on the “L/C Contract’,
not on the:

— “Sales Contract”

— “L/C Issuance Contract or
Application”

e Blades International, Inc.
Trade Finance « Fi

t Finance » International Sales

The World Trade Press llustrated Guide to

Letters of Credit

A step-by-step guide to using documentary
letters of credit in international transactions
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Parties to Export Letters of Credit

Seller / Exporter

Buyer / Importer

United States
. : Sales Contract 4
Foreign Applicant ﬁ Beneficiary
Applies for L/C

Recipient of L/C

Negotiates

Advises Confirms
L/C & Pays
Applications
Issuing Bank
Or L/C
Opening Bank mm——)>
Takes the risk Typically sent

Electronically by
SWIFT

Of the Applicant

Bil Blades Intenational, nc. IR



38

Confirmed Letters Of Credit

* A confirmation of a Letter of Credit is a definitive
undertaking by a bank to pay a Letter of Credit, If it
IS drawn on In accordance with the terms and
conditions of the Letter of Credit.

* In today’s market, the volume of confirmations is
up as exporters need to mitigate risk.

« Eximbank offers a Bank Letter of Credit policy to
help insure foreign bank risk.

* There is inefficiency in confirmation pricing and
after a bank issues an Export Letter of Credit, the
confirmation price is rarely shopped.

111



Banco de Chile Example
$10,000,000 Export L/C Confirmation for steel exports

Steps Bank A Bank B Bank C

1. L/C advised and offered 30 bos
confirmation at 80 bps by Bank A. P

2. Trade finance officer discusses 70 bps
significant L/C and quotes only 70
bps.

3. Blades International brokers and 45bps 45 bps
determines market.

4. Blades Advises Bank A will need to
“redirect L/C”, Bank A requests time
to re quote and goes to 40 bps. a0bpsicealidone at40lops)

New $3,000,000 Export L/C - similar

5. Second Banco de Chile L/C, similar
steel export, but smaller, bank 45bps 45 bps 25 bps

competition lowers rate to 25 bps. (deal done at 25 bps)

Note: The negotiation or payment fee also lowered from 12.5 bps or 10bps to 7bps.

39 Bi :
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Standby Letters Of Credit

Performance

« Performance Standby Letters of Credit support
wide range of deals and often issued in lieu of
Bid, Performance, Advance Payment and
Warranty bonds.

« Standby Letters of Credit usage has grown
significantly while Commercial Letters of
Credit volume growth has been modest.

* Issuers should prefer Performance as they
require less bank capital and should be less
expensive

B Blades International, Inc. | —



Standby Letters of Credit

Financial Standby L/C’s represents the largest Volume of
L/C’s as they are issued to support a range of obligations
such as:

Deferred insurance premiums

Margin requirements on commodity contracts

Loan by a foreign bank to a corporation’s overseas subsidiary
Invoices for open account sales

Leases for property

>
>
>
>
>
>

41 Bi
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Sample Commercial Standby

Wording
« The amount of this drawing $....... under bank
L/C number ....... represents funds due us as

attached invoice i1s more than 30 days past due.

* Copy of invoice.
* Copy of transport document.

* Drawing to be signed by Authorized officer,
CFO, CEO.

B Blades International, Inc. [



Bank Guarantees & Bonds

» Foreign banks can issue bank guarantees.

sInsurance companies and other institutions can issue
bonds.

Banks in the U.S. are prohibited by law from issuing
bank guarantees and bonds so they issue letters of
credit.

*The Uniform Customs and Practice for Documentary
Credits governs letters of credit.

*Guarantees will be subject to foreign law.

Bonds & Guarantees are typically harder to draw on.




Short Term Export Credit Insurance

= Eximbank and Private Insurance
companies (Coface, FCIA, Lloyd’s)
provide a range of Export Credit
Insurance to cover Political &
Commercial Risk

= Single Buyer Policies

= Multi-Buyer Policies (Whole Turnover)

coface

= Customized for key Accounts or Excess FOR SAFER TRADE

= Eximbank Insurance for Bank Letter of
Credit Confirmations

= Typical Coverage ranges from 85-95%

B Blades International, inc.



When to use Insurance

 [tis an ongoing debate as to when to use Export Credit
Insurance.

 |f a foreign buyer cannot provide an acceptable letter of
credit or if export credit insurance cannot be obtained,
the Risk-Return Trade off needs to be scrutinized.

 Energy & Energy Service companies dealing in U.S.
dollars historically take significant Cross Border
exposure as major oil companies typically pay.

 When oil was at $140/barrel there were more advance
payments and prompt payments...Today, more foreign
buyers are asking for terms...Insurance?

B Blades International, Inc. | —_—



Foreign Investment Risk

Insurance can be obtained to cover your
foreign investments and foreign offices from:

 Political Risk including social turmoil, terrorism, watr,
rebellion and sabotage.

« Foreign Government Risk includes expropriation,
nationalization, license cancellation, foreign government
breaking contracts, and currency inconvertibility.

ORIC miga




Lending Against Foreign Accounts
Receivables

When Banks are Lending on a Secured and Borrowing
Base structure they will exclude Foreign Accounts
Recelivables unless:

1) They are from a major foreign multinational that they
deem an acceptable risk, such as British Petroleum,
or a major Canadian Company, or

2) The A/R is covered by an Acceptable Export Letter of
Credit, or

3) Eximbank or Other Acceptable Private Sector Export
Credit Insurance Covers the A/R.

B Blades International, Inc. | —



Eximbank Working Capital
Loan Guarantee

Eximbank provides a 90% Guarantee to Qualified Lenders providing
Export Lines of Credit to middle market exporters.

The Guarantee allows Banks to provide more export working capital
and at higher advance rates such as 90% of Account Receivables
(versus normal 70%) and up to 75% of Inventory (versus normal
50%).

_ _ EXPORT-IMPORT BANK
These Eximbank loans typically range of the UNITED STATES

from $500,000 to $25,000,000.

Eximbank now allows for the financing
of "Indirect Exports," therefore, if a
Vendor is selling goods or services to
a large U.S. Exporter, they could still
qualify for this program.

11 .
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ABC Energy Company

Eximbank Loan Structure

Sales Contract

— — ——

Metal Company Export Goods

Metal Company
Can apply for

Eximbank Guarantee 5
o & RS
P <® & &
z v/ D
U.S. Eximbank & DA
gl <O

Guarantees 5 year = 25 =xposure

Fee

Term loan for 0 B U.S. Commercial Bank

up to 85% of —- Funds Eximbank
contract A el Guaranteed Loan
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Foreigh Exchange Market

The FX Market is the largest and most liquid market
in the World.

The U.S. Dollar makes up the majority of the $5.3 Trillion per
day FX Market. This is compared to the NYSE doing about $28
Billion per day.

Highly liquid 24-hours a day but going through changes,
competition, and compliance issues.

More and more FX Trade is done elec’rromcqlly and through
bank automated systems.

With Technology advances and big Q
data there will be more “Economies _ = =
and Efficiencies” for Purchasers of

Foreign Exchange!

i
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Note: Actual rates go beyond Chart Area to 260bps
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Performance Risk

Three things In life are certain:
Death

Taxes
Performance Risk

While credit risk can be evaluated, mitigated,
guaranteed, hedged, and insured, exporters
live with performance risk.

B Blades International, Inc. N



Credit Focus

Buyer & borrower credit is always a primary focus.

« To make a complex international sale understanding the
following is important:

 Audited financials - Character
* Debt ratings » Capacity

« Source of funds  Collateral

» Sponsors  Capital

« Guarantors « Conditions

« Can a better understanding of the credit and the source and
availability of funds help make a complex sale ?

«  How much does the international sales executive help the financial
department understand the credit ?

« Isthere a clear understanding of what is an acceptable credit risk ?

« Transaction quality and risk mitigation are paramount.
Credit, credit, credit.

00 Bii




Successful Trade Transactions

e GE Turbines sold to Panama on discounted time drafts.
Confirmed, negotiated, accepted and discounted 180 day
time drafts.

Microwave Networks, Inc. Used Eximbank’s multi-buyer
policy and the working capital guarantee program.

« Holt's export of used Caterpillar equipment and selling
Eximbank insured notes from a Mexican contractor with a
note purchase agreement.

« Eximbank’s long term guarantee for financing gas turbines
used in Turkish power plants.

Your Prospect........... Your Deal!

B Blades International, Inc. N —



Follow Through And Summary

* Intight markets, more people will look to Trade Finance
support from ECAs and various sources.

By better understanding Global Trade and your prospects
financial challenges and funding sources you:

v" Improve your sales capabilities.

v" Enhance your coordination and
communication with Finance and
International Sales Executives.

v' Better your chances of making complex
foreign sales.

You are wise to continue learning about Trade
& Project Finance and how it can benefit your
clients and prospects.

Eil Blades Intemational, nc. R



Thank You

Bob Blades — President

www.bladesintl.com

713-977-7400
bb@bladesintl.com
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