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This book is the fourth volume in the International Trade and Transport Law Library, published under the John Gates Books imprint. The series provides practitioners, entrepreneurs, and students with authoritative, experience-based guidance on the legal, commercial, and practical dimensions of moving goods across international borders.
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Book One: International Trade — The Ins and Outs of Import and Export

Book Two: Bills of Lading in Shipping Law: An Australian Perspective

Book Three: Marine Insurance — A Trader’s Guide

Book Four: Trade Finance and Getting Paid — A Trader’s Guide (this volume)

Further volumes in preparation.

Readers who need the foundational landscape of international trade are referred to Book One. Readers who need detailed legal treatment of bills of lading are referred to Book Two. Readers who need a practical guide to marine cargo insurance are referred to Book Three.
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Foreword: Why Getting Paid Is Harder Than It Looks
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There is a moment that every first-time exporter experiences, usually some weeks after their first shipment has left the warehouse. The goods are on a ship somewhere in the Indian Ocean. The buyer is in a city the exporter has never visited, in a country whose legal system they do not fully understand, under a contract governed by a law they have never read. And the money — the entire commercial reason for the exercise — has not yet arrived.

That moment is uncomfortable in a way that domestic trade rarely produces. In a domestic sale, if the buyer doesn’t pay, you have options. You know where they are. You understand the legal system. You can call your lawyer and get a judgment and enforce it. The machinery of commercial justice, however imperfect, is available to you.

In an international sale, the distance is not just geographical. It is legal, cultural, jurisdictional, and financial. The buyer is subject to laws you cannot invoke. Their assets are in a country where your judgment may be worthless. Their bank has no relationship with your bank. And the goods — your leverage — are somewhere in the middle of an ocean, beyond anyone’s practical reach.

Trade finance is the machinery that was invented to manage this problem. It is the set of instruments, institutions, and legal frameworks that allow strangers — who may never meet, who operate under different legal systems, who speak different languages, and who have no particular reason to trust each other — to do business with reasonable confidence that each side will receive what they are owed.

The letter of credit is the cornerstone of that machinery, and it is one of the oldest commercial instruments still in active daily use. The bill of exchange — the instrument that underlies the documentary collection system — is older still. Both were developed, in their early forms, by the merchant banking families of medieval Italy, who faced exactly the same problem that confronts the modern Australian exporter: how do you get paid by someone far away, whom you cannot compel, in a currency that may not travel well?

The answer those merchants devised — involving trusted intermediaries, documented obligations, and the reputational consequences of default — is still recognisable in the modern correspondent banking system, the UCP 600, and the Swift messaging network. The technology has changed. The underlying logic has not.

This book is a practical guide to that logic and to the machinery it drives. It is written for traders: for the exporter who wants to know how to structure a payment that will actually arrive, for the importer who wants to understand what their bank is doing when it opens a letter of credit, and for the business owner who has been trading internationally for years and has always had a nagging sense that they do not fully understand the financial plumbing of their own supply chain.

It is not a banking manual or a legal treatise. It is an explanation, in plain language, of how the system works, what can go wrong, and how to protect yourself. The same mantra that runs through the earlier books in this series runs through this one:

“You don’t know what you don’t know.”

In trade finance, what you do not know can cost you the entire value of a shipment. This book is designed to reduce what you do not know to a manageable size.

John Gates

Brisbane, Queensland, Australia, 2026
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A Note on This Book

[image: ]


This book provides general guidance on trade finance for traders, importers, exporters, and business owners involved in international commerce. It is not legal advice, banking advice, or financial advice. Trade finance instruments are contracts, and the terms of your specific agreements — not this book — determine your actual rights and obligations.

Sanctions regimes change rapidly. The sanctions information in this book reflects the position as understood at the time of writing. Always verify current sanctions requirements with your bank, your lawyer, or DFAT before entering into any transaction that may involve a sanctioned country, entity, or individual.

The anecdotes in this book are drawn from real experience. Some details have been changed to protect commercial confidences. They are included because real stories illuminate abstract principles more effectively than any theoretical explanation.

“You don’t know what you don’t know.”
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The Problem That Trade Finance Solves
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Start with the problem, because everything else in this book flows from it.

You are an exporter in Brisbane. You have a buyer in Rotterdam. You have negotiated a price and agreed on a product specification. You are ready to ship. But before you do, you face a question that has no comfortable answer: should you ship the goods and trust that the buyer will pay, or should you ask for payment first and trust that you will actually ship?

From the exporter’s perspective, the answer is obvious: get paid first. The goods exist. The buyer wants them. Why would you hand them over before the money has arrived?

From the importer’s perspective, the answer is equally obvious: pay on delivery. How do you know the goods are what you ordered? How do you know they will arrive at all? Why would you send money to a stranger on the other side of the world and hope for the best?

Both positions are entirely rational. Both are entirely incompatible. And this tension — the exporter wanting payment before shipment, the importer wanting goods before payment — is the fundamental problem that trade finance was invented to solve.
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