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I.
LEARNING OBJECTIVES:

After studying this chapter, you will be able to understand:
· Introduction of trade
· Types of trade: Home trade and Foreign trade
· Procedures, terms and conditions, documents used in home and foreign trade
· Introduction and function of World Trade Organization (WTO)
· About South Asian Free Trade Area(SAFTA)
· Introduction, importance, types of invoice and the items mentioned in it.
· Means of payment
Trade refers to the act of buying and selling of goods with a view to earn profit. It involves buying goods from producers and selling them to consumers in the same shape and size. Some people are involved in buying and selling of goods and services. The act of buying and selling of goods and services is called trade. It is a process of exchanging goods and services in monetary terms. Trade acts as a mediator between the manufacturer and customers. The persons or organizations engaged in trade are called traders.
According to Oxford Dictionary of Finance and Banking, "Trade is the activity of selling of goods or services in order to make a profit."
According to A.N. Agrawal, "Trade refers to the sale transfer or exchange of goods and services."
From the above definition, it may be summarized as the activities of buying and selling of goods or services with the objective of earning profit is called trade. It involves both home trade and foreign trade.
Memory tips
trade
· Trade is a medium of buying and selling goods or service from one person to another or one organization to another.
· It is profit earning process by buying and selling or importing and exporting goods between two parties.
[bookmark: bookmark2][bookmark: bookmark3]Types of trade	




[bookmark: bookmark4][bookmark: bookmark5]Home Trade
The activities of buying and selling of goods and services between the buyer and seller of the same country is called the home trade. Trade between buyer and seller of Kathmandu and Bhairahawa is home trade. Home trade is also called internal or domestic trade since the activities of trade takes place within the country. The payment in home trade is normally made in local currency. Home trade takes place inside a country. It plays important roles for the development of a country. The importance of home trade can be mentioned in the following ways:Seller
Quotation/Price list Acknowledgement Collection of goods Packing of goods Transportation of goods Invoice
Buyer
· Enquiry	♦
· Purchase order	♦
♦
♦
♦
♦

1. It discourages the import and assists to maintain the balance of payment.
2. It promotes the economic development of a country through the development of industry and commerce.
3. It helps to exchange goods and services between the persons/organizations inside a country. Hence, it fulfills the need of the people.
4. It helps to supply the goods and services throughout a country in a balanced way.
[bookmark: bookmark6][bookmark: bookmark7]Types of Home Trade
Home Trade can be classified into two types. They are wholesale trade and retail trade.
1. [bookmark: bookmark8][bookmark: bookmark9]Wholesale Trade
The act of buying and selling of goods and services in large quantities is called wholesale trade. Wholesale trade's aims is earning profit and reselling the goods and services to retailers.
2. [bookmark: bookmark10][bookmark: bookmark11]Retail Trade
The act of buying and selling of goods and services in small quantity is called retail trade. Under the retail trade, a trader purchases goods and services from the wholesaler and sells them to the final customers.
[bookmark: bookmark12][bookmark: bookmark13]Procedures of home trade
Procedures of home trade refers to all process followed to make it complete easily. Mainly, there are two parties involved in home trade called buyer and seller. If both of these parties are from the same place then many process needs to be completed.
1. [bookmark: bookmark14][bookmark: bookmark15]Enquiry
It is the first process of home trade where a buyer asks for information about quality, quantity and price of goods available with the seller. Along with these, other information like discount, credit facility, terms of payment and transportation facility are asked by the buyer to the seller. The buyer asks all these  information through different means of communication, like letter, telephone, telegraph and email. The buyer makes enquiry to many suppliers or sellers to select the most suitable supplier considering price and other facilities offered.
2. [bookmark: bookmark16][bookmark: bookmark17]Quotation/Reply letter
After receiving the enquiry from the buyer, the supplier writes a letter replying all the queries made by the buyer. The letter written against the enquiry is called the quotation or reply letter. It includes all the terms and conditions such as price, quality, quantity, discount, terms of payment, modes of transportation, etc. The quotation letter should be practical and attractive so that the probable buyer accepts it and begins trade relationship with the buyer.
3. [bookmark: bookmark18][bookmark: bookmark19]Purchase order letter
When the buyer receives quotations from different suppliers, he/she chooses the one that is most convenient and profitable to him/her. Then as the next process he/she makes the order to the supplier through a letter called purchase order letter. It should include detailed information of goods being ordered like name, quantity, quality, brand no. delivery time and means of transportation. Along with be written information sample piece also should be sent if necessary so that it will be easier for the suppler to dispatch the same items within the given time using the mentioned means of transportation.
4. [bookmark: bookmark20][bookmark: bookmark21]Letter of Acknowledgement
The supplier sends a letter to the buyer informing that he received the letter of order or purchase order and the goods and services will be sent as soon as possible. Such letter is called the letter of acknowledgement. It is also known as the confirmation letter as it confirms that the supplier accepted the purchase order.
5. [bookmark: bookmark22][bookmark: bookmark23]Collection of goods
The supplier gathers the necessary goods after sending the letter of acknowledgement to be dispatched to the buyer. If he has the goods to be dispatched its stock, it is not important to collect goods.
6. [bookmark: bookmark24][bookmark: bookmark25]Packing of goods
In the next process the seller should pack the goods when they all are gathered. Packing of goods is important to protect them from getting damaged on the way. So, they need to be packed considering their nature. Besides this, name and address of the receiver and measures regarding goods are to be mentioned on the packages.
7. [bookmark: bookmark26][bookmark: bookmark27]Preparation of invoice
When the goods are packed and ready for dispatch, the supplier should make a bill that informs the buyer about the goods being dispatched. This bill is called invoice. It contains the information as name, quantity, price, discount, carriage charges, mode and time of payment etc. The invoice is made in three copies. The first copy is sent to the buyer, another copy is used for tax purpose and the last one is kept as official record of the supplier.
8. [bookmark: bookmark28][bookmark: bookmark29]Delivery of goods
When goods are ready to be sent, they need to be delivered to the carrier or transport company with a view to send them to the place of the buyer. For this, first of all, the supplier should choose the means of transport and transport company as per the instructions given by the buyer. If the buyer has not given any instruction relating means of transport then he/she should choose such means of transport, which is affordable and most convenient to both of them.
9. [bookmark: bookmark30][bookmark: bookmark31]Receipt of goods
After getting the goods to be delivered, the transportation company verifies the goods as per the invoice. If the goods are found to be according to the invoice, the authorized personnel of the transport company signs and issue a bill to the supplier. The bill is the evidence that the transport company accepted the goods for delivery to the buyer's place.

10. [bookmark: bookmark32][bookmark: bookmark33]Carriage of goods
Finally, the transport company carries goods to the buyer within the given time and instruction of the supplier. The procedure of home trade will be completed after receiving goods by the buyer and making necessary payments of value of goods.
[bookmark: bookmark34][bookmark: bookmark35]Terms and conditions of Home Trade
There are some issues which are to be made clear by the supplier and buyer before starting the procedures of home trade. These issues are called terms and conditions of home trade. These terms and conditions are agreed before hand, help to reduce o remove the likely future confusions and misunderstandings between the buyer and supplier. In other words, they help to run the trade without any obstacles. They are related to quantity and quality of goods, terms of payment, means of transportation, credit, facility, discount, terms of insurance etc.
[bookmark: bookmark36][bookmark: bookmark37]Documents used in Home Trade
Documents of home trade refer to particular of written statements used in trade. Such written statements are exchanged between buyer, seller and other related parties. As they are the written documents, they can be present as evidence to settle misunderstandings in future possibly created between the buyer, seller and other related parties. Some of the common documents used in home trade are listed below:
· Enquiry letter
· Quotation letter/Price list
· Purchase of order letter
· Letter of acknowledgement
· Invoice or bill
· [bookmark: bookmark38][bookmark: bookmark39]Receipt of goods


[bookmark: bookmark40][bookmark: bookmark41]


Exporter
· Quotation/ Price list
· Acknowledgement
· Delivery of goods
· Foreign Invoice

Foreign Trade
Foreign Trade refers to the process of buying and selling of goods between people of different countries. The words import and export are used to denote the words buyImporter
· Enquiry
· Purchase order

and sell in foreign trade. Importers and exporters are Parties involved in foreign imports machineries from America, Japan, Korea, petroleum products from gulf
countries and export garments and handicrafts, herbs, carpets, vegetables to different
countries. Industrialization, advanced transportation, globalization and multinational 
corporations are having major impact on the foreign trade system. foreign trade is a  major source of revenue for any nation. Without foreign trade, nations would be limited to the goods and services produced within their own boarder. nee no country can produce all the goods and services required, the need of foreign trade arises. The payment in foreign trade is made in foreign currency.
[bookmark: bookmark42][bookmark: bookmark43]Importance of Foreign Trade
The trade that takes place between two or more countries is called foreign trade. The importance of foreign trade can be mentioned in the following ways.
· It promotes the heterogeneous products and services in other countries.
· It helps to exchange the goods and services between different countries.
· It develops the relationship with other countries.
· It further helps a country to supply the additional goods and services and get the deficit for a country.
· It helps to earn foreign currency by exporting goods and services.
[bookmark: bookmark44][bookmark: bookmark45]Types of Foreign Trade
A foreign trade consists of three types as mentioned below:
1. [bookmark: bookmark46][bookmark: bookmark47]Import Trade
It involves the purchasing of goods and services from other countries. For example, When Gupta Jewellers from Nepal imports jewellery from Kenya, it is an import trade.
2. [bookmark: bookmark48][bookmark: bookmark49]Export Trade
It involves the selling of goods and services to other countries. For example, when Ram Pashmina Store export pashmina products to USA, it is an export trade.
3. [bookmark: bookmark50][bookmark: bookmark51]Entrepot Trade
It involves importing goods from one or more countries with the aim of exporting them to other country or countries. For example, when Unique publication from Nepal imports books from UK with the aim of exporting to India, it is said to be an entrepot trade.
[bookmark: bookmark52][bookmark: bookmark53]Procedures of Foreign Trade
The procedure of foreign trade refers to the steps which are to be followed to complete foreign trade. If trade takes place between the persons or parties from different countries, some formal procedures must be adopted systematically. The procedures of foreign trade are mentioned below:
1. [bookmark: bookmark54][bookmark: bookmark55]Enquiry letter
First of all, the importer makes queries to the exporter about the goods available with the exporter and terms of trade. The importer makes queries through a letter called enquiry letter. Thus, an enquiry letter includes queries regarding quality, ' quantity, price of goods, discount, packaging charge, transportation charge, insurance premium and terms of payment from the importer to exporter.
r,
2. [bookmark: bookmark56][bookmark: bookmark57]Reply/Quotation letter
After receiving the enquiry form the importer, the export writes a letter replying all the queries made by the importer. The letter written against the enquiry is called the quotation or reply letter. It includes all the terms and conditions such as price, quality, quantity, discount, terms of payment, modes of transportation, etc. The quotation letter should not be far from the reality so the probable importer accepts it.
3. [bookmark: bookmark58][bookmark: bookmark59]Placement of Order
When the importer receives quotations from different exporters, he/she chooses one which is the most favorable to him/her and makes the order through a letter called purchase order letter. The basis of choosing the exporter is the price factor and terms of trade mentioned on quotation. The importer needs to mention the complete information of goods like quality, quantity, brand name, code no., price etc. in purchase order letter. The purchase order can be placed in two ways i.e. Direct placement of order and Indirect placement of order.
a. Direct placement of order: Under this order, the importer makes the purchase order directly to the exporter. It means, the importer does not take the help of a mediator. The importer places the order directly to the exporter through a letter called Direct placement of order.
b. Indirect placement of order: Under this order, the importer places the purchases order to exporter through a mediator. It means, the importer does not place the purchase order directly to exporter. The mediator plays an important role to make trade easy and comfort. So, the purchase order letter sent by the importer to the exporter through a mediator is called indirect placement of order.
4. [bookmark: bookmark60][bookmark: bookmark61]Letter of acknowledgement
The exporter sends a letter to the importer informing that he got the letter of purchase order and the goods and services will be sent as soon as possible. This letter is called the letter of acknowledgement. It is also called the confirmation letter since it confirms that the exporter has accepted the purchase order. The goods are gathered and packed for export after sending this letter.
5. Preparation of invoice
As the exporter receives the guarantee of payment, he/she needs to prepare invoice . before delivering goods. Invoice is made to inform the importer about goods being delivered and other terms of trade. Thus, it should contain information like the quality, quantity, rate of goods, discount, total amount to be paid, transportation fare, insurance premium, custom duty, duration of payment, and means of payment Generally the exporter makes four copies of invoice out of which one copy is sent to the importer through the transportation company, two copies are sent through the bank and the exporter himself for his own record keeps one copy.
6. Delivery of goods and bill of lading
After preparing the invoice, the exporter delivers the goods to the transport company for carrying them to the importer. The exporter has to follow the agreed means of transport. If no such agreement exists the cheapest and most reliable means of transport should be used. Generally, sea transports used in foreign trade since it is the cheapest means of transport.
When the goods are delivered to the shipping company, the authorized personnel of the shipping company verify the physical quantity and conditions of goods with the invoice. This is done by the shipping company to ensure that the goods are as   per the invoice. If the goods are found as per the invoice, the authorized personnel signs a slip and provides it to the exporter that the shipping company has taken the responsibility of carrying the goods to the place of importer according to the terms and conditions.
[bookmark: bookmark62][bookmark: bookmark63]Terms and conditions of Foreign Trade
Since importers and exporters are located in different countries, they need to agree mutually on different points to avoid confusion and misunderstanding in future. Those points on which they mutually agree are called terms and conditions of foreign trade. The mutual agreement made between the importer and the exporter takes the form of a contract. Generally, types and quantity of goods, terms of insurance, means and modes of payment, means of transport and so on are included under terms and conditions of foreign trade.
[bookmark: bookmark64][bookmark: bookmark65]Documents used in Foreign Trade
· There are some written matters which are used in the process of carrying out foreign trade. Since there are more legal and administrative formalities engaged in organizing foreign trade. Some written matters are exchanged between the exporter add importer as well as other parties. They are called the document of foreign trade. Since they are written matter, they act as proof or evidence when any misunderstanding or dispute takes place between the parties involved in trade. Some of the common documents that are used in foreign trade are as follows: Enquiry letter
· Quotation letter/Price list
· Purchase order letter/ Placement of order
· Invoice 
· Receipt of Goods (i.e. Bill of lading or Road consignment Bill or Airway Bill)  MEMORY TIPS
Foreign trade
Foreign trade is an activity of import and exports of goods and service between two or more than two countries.

Importer and exporter are two parties for foreign trade of different copuntries.





[bookmark: bookmark66][bookmark: bookmark67]Difference between Home Trade and Foreign Trade
	- ■ -
Basis
	Home Trade
	Foreign Trade

	Area/ Location
	It is the activity of trade conducted inside the geographical boundary of a nation.
	It is the activity of trade conducted outside the geographical boundary of a nation.

	Rules and regulation
i
	The rules and regulations of trade implemented by the government of a nation should be followed by traders.
	International rules and regulations of trade should be followed by traders.

	Knowledge
	Knowledge about legal provision of trade procedures determined by the government and Chamber of Commerce of the nation should be concerned by traders.
	Knowledge about legal provision of trade procedures determined by international trade agencies like WTO, SAFTA and other international bodies should be concerned by the traders.

	Parties involved
	Buyer and seller are the parties involved in home trade.
	Importer and exporter are the parties involved in foreign trade.

	Transportation
cost
	The transportation cost is lower than it is in foreign trade.
	The transportation cost is higher than it is in home trade.

	Currency used
	National currency is used for payment.
	Foreign currency is used for payment.


[bookmark: bookmark68][bookmark: bookmark69]


World Trade Organization (WTO)
World Trade Organization is formed to operate international trade in a systematic way, maintain trade discipline, develop and implement rules of trade, maintain and develop trade relation and to solve trade problems among the countries. The concept of WTO was first created in Uruguay conference held in 1986 AD to 1944 AD. It is the legal and institutional foundation of the multilateral trading system emerged in January 1,1995 as per the Morocco Agreement. It deals with trading goods, services and intellectual property rights.
WTO came into existence with the continuity of GATT (General Agreement on Tariffs and Trade). GATT was established as an international forum in 1948 AD by 23 signatories. Its purpose was to ensure non-discrimation, transparent procedures, the settlement of disputes and the participation of less developed countries in international trade. GATT is the formal institution established after the Second World War which worked for five decades to avoid problems arisen on trade. Several treaties and agreements were made in connection with amendment and work performance of General Agreement on Tariffs and Trade (GATT), World Trade Organization was born after reaching several agreements in the process of endorsing multilateral trade agreements from 1986 to 1994 AD. Nepal became the member of WTO as the 147th member on the 23rd April, 2004. By the mid of 2014,160 countries have got the membership of this organization.
[bookmark: bookmark70][bookmark: bookmark71]Functions of WTO
The major functions of WTO specified in its Charter are as follows:
1. It administers and implement the trade agreements related to World's Organization.
2. It provides a forum for multilateral trade negotiations.
3. It settles disputes related to trade.
4. It monitors the trade policies of member countries.
It provides technical assistance and training for developing countries.
6. It acts as a management consultant for international trade.
[bookmark: bookmark72][bookmark: bookmark73]SAFTA
The full form of SAFTA is South Asian Free Trade Area. SAFTA came into existence with a view to the basic instrument for facilitating trade, transit and transport connectivity for smooth flow of goods, administrative management, dispute settlement and safe guarding of trade in South Asian countries. After the endorsement of the same by the foreign ministers of SAARC countries in order to uplift the life standard of the people of this region by strengthening the national economy of the member nations i.e. India, Nepal Bhutan. Bangladesh, Maldives, Pakistan, 5ri Lanka and Afghanistan
The main objective of SAH A is to uplift the living standard of people  of SAARC member countries through belter trade SAFTA aimed to accelerate the  national economy of Sooth Aslan Countries by increasing investment, production and employment SAPTA was first endorsed by Nepal on 12th Ashwin, 2050 Ba and finally endorsed by Bangladesh on 5th November, 1995 A.I).
SAFTA is an advanced form of SAPTA (South Asian Preferential Trade Agreement) which has been developed as a continuous planning of SAPTA to manage high level trade. The 9th SAARC summit of Maldives held on 12th to the 14th of May, 1997 showed the commitment to develop the SAARC countries as the free trade area within ZOO 1 and SAARC countries became free trade area from 11th SAARC summit held in Kathmandu on January, 2002. Finally, SAFTA was implemented on 1st January, 2006
[bookmark: bookmark74][bookmark: bookmark75]Functions of SAFTA
The major functions of SAFTA are as follows;
1. To set up a free trade area in South Asia through the elimination of tariffs and barriers.
2. To figure compensation scheme for the losses of revenue to the least developed member countries due to the arrangement of free trade area.
3. To permit member countries to prepare a list of products which are to be restricted to import for the safety of national interest.
4. To form and implement the rules of origin to ensure that the product is manufactured by the country which is desirous to export.
a. To provide technological support to the least developed member countries to promote export competitiveness.
INVOICE
An invoice or hill is a document issued by a seller/exporter to the buyer/ importer indicating different aspects of goods like types of goods, quantities, agreed prices, other expenses, mode of payment of transportation, etc. It shows the amount that a buyers/importers has to pay to the seller/exporter An invoice indicates the buyer must pay the seller according to the payment terms. The buyers/ importers are given a time to make payment for the goods They are sometimes given a discount it the amount is paid before the deadline of the stated period
A typical invoke contains
· Name and address of supplier or exporter

· Invoice/ Hill No.
· Date of Export


Name and address of buyer/importer.♦
♦
♦
♦
♦
♦
♦
♦
♦

Purchase order letter No.
Description of goods i.e. name, quality, quantity, rate of goods with total of each item.
Discount allowed to buyer/importer.
Expenses incurred by the seller/exporter on behalf of the buyer/importer Net amount to be paid by buyer or importer.
Terms of payment including last date for paying the value of goods if cred. facility is available.
Name of transporting company.
E. & O.E. (Errors and omission exempted)

[bookmark: bookmark76][bookmark: bookmark77]Types of Invoice
There are various types of invoices which are used by the seller/exporter to the buyer/ importer. The type of invoice depends on the conditions and costs included in it. Some of the important types of invoices used in foreign trade are mentioned below.
· Loco invoice
· Free on Board (FOB) invoice
· Cost and freight (C&F) invoice
· Cost insurance and Freight (CIF) invoice
· Franco voice	
[bookmark: bookmark78][bookmark: bookmark79] LOCO Invoice
The word Loco is derived from the word local. It is popular in business language because it is short, sweet and easy to pronounce. Invoice prepared and sent to importer with the local price is called loco invoice. It is called so because it Is prepared mentioning just the warehouse price delivered without including other expenses. The expenses, which occur while carrying goods from the place of the j exporter to the importer are not included in the rate of goods. They are shown separately as per the agreement of the importer and exporter.
2 [bookmark: bookmark80][bookmark: bookmark81]free on Board (FOB invoice)
The invoice that excludes all the charges like transportation, loading charges etc.
 from the warehouse of the exporter to the board is called FOB invoice. The charges 'which are excluded from the invoice are born by the exporter. However, the charges after the board to the importers place are included in this type of invoice.
3 [bookmark: bookmark82][bookmark: bookmark83]Cost and Freight Invoice (C&F)
Its short form is C&F. The invoice prepared mentioned all expenses in the price of goods except insurance premium is called C&F invoice. It means C&F invoice does not include the cost of insurance. Thus, the importer needs to manage the insurance in his/her own way.
4. [bookmark: bookmark84][bookmark: bookmark85]Cost, Insurance and Freight (CIF) Invoice
The invoice that includes all the expenses such as cost, insurance, freight and other charges is called CIF invoice. This type of invoice is issued when the importer bears all the expenses of parrying the goods to the importer’s place along with the cost of the goods. 
5. [bookmark: bookmark86][bookmark: bookmark87]Franco Invoice
The word “Franco" means free so it is also known as free invoice. The invoice under which all expenses are added in the price of goods and mentioned invoice is called Franco invoice. It means, the importer is not responsible to manage all expenses, which may occur on the way as they are already added in the cost of goods.
The following table presents different kinds of invoice along with related items of expenses:
	Name of Invoice
	Expenses
	Invoice price

	
	Local price of goods
	Transportation fees up to sfeip
	Freight
	r Insurance
	Others
	

	L0CO
	          20
	
	-
	-
	-
	20

	F.O.B
	20
	10
	-
	-
	-
	30

	C&F.
	20 	10
	10
	-
	-
	40

	Ci. &F.
	20                   10
	10
	10
	•
	50

	FRANCO
	20	10 
	10
	10
	10
	60




It provides information to the buyer regarding the discount allowed, net amount payable and the last date of paymentImportance of Invoice
As invoice is the most important document of trade. It is equally important for the buyer/importer as well as the seller/exporter. Its Importance are given below;

It acts as a proof of trade, hence reduces the chances of misunderstanding between the buyer / imparter and seller / exporter.
It provides information about the means as well as terms o payment
It provides detailed information about goods such as name, rate, quality, quantity etc. to the buyer.
MEMORY TlPS
[bookmark: bookmark88][bookmark: bookmark89]Means of payment
The value of goods must be paid once either they are brought in cash or on credit So, whatever instruments and services are used for paying the value of goods is called means of payment Thus, means of payment refers to the way of transferring money is transferred from the place of buyer or importer to the place of the seller or the exporter. The means of payment used in trade are can be classified traditional and modem as mentioned below. 
1. [bookmark: bookmark90][bookmark: bookmark91]Money order
It is the way of transferring money from one place to another using post office. Under this, the sender deposits the amount to be transferred along with the required charges in the post office.
Now, the post offices issues a telegraphic order to the nearby post office of the receiver to make the payment of the specified amount. The nearby post office of the receiver contacts the receiver and makes payment against his/her identification. This type of services is also provided by private sector such as Western Union Money Transfer, Moneygram etc. Nowdays the private sector uses the internet services to transfer money to the receiver.
2. [bookmark: bookmark92][bookmark: bookmark93]Telegraphic Transfer
It's short form is T.T. It is one of the instruments of paying the value of goods through bank. When the money sender submits the filled up from with money to be sent and T.T. charge to the bank, the bank orders its branch through telegraph to make the payment of the mentioned amount to the concerned person. So, the
branch of the ban.' informs the receiver to collect money from there If it is for foreign trade then the sender should be also pay the foreign currency exchange charge. It is one of the quickest, safe stand most reliable means of payment used in trade for making payment of the value of goods.
3. Hundi
Hundi is also a means of payment. It is a written order given by one person or businessman to another party to make the payment of a specified amount. It contains the information about name, address and signature of hundi writer, name and address of hundi receiver and the amount of money to be transferred.
there are different types of Hundi, out of which fixed deposit Hundi and Darsani Hundi ' is the most common. Under fixed deposit hundi, the amount is paid to the concerned person after a certain period of time whereas; the amount is paid immediately after receiving order under Darsni Hundai. Hundi is used as a means of payment commonly in home trade as well as foreign trade though it has not got legality yet
4. Bankdraft
Bank draft is a written order issued by a bank to another bank to make payment of J a certain sum of amount to the specified person. For this, the sender is required to fill a form issued by the bank and submit it to the bank along with the amount to be transferred and transfer charge. Now the bank issues a draft to the sender which is eventually sent to the receiver. The receiver deposits the drafts in his account and payment is obtained by him issuing a fresh cheque held by him.
5. ATM Card
ATM (Autammated Teller Machine) card is a plastic coated magnetic card which contains several security features along with the customer s personal details and a unique account number or pin code. The magnetic strip at its back contains all such features. Such card is used to pay the price of services and goods in-live of cash or cash items where payment is made only against the deposit
available in the customer depositary account and payment is affected immediately. It helps to withdraw and deposit cash any time from the automated teller machine, transfer funds, between accounts, obtain cash advances and make payments on loan account. The debit card is the most common ATM card these days.
Some other cards used as means of payments are:
· Debit Card	♦ VISA Card
· Credit Card	♦ MasterCard

Notes:
Debit card: The account holder uses debit card to draw money through ATM from his bank
 deposit by maintaining a minimum bank balance.	
Credit card. credit card can be used by the accountholder or non-accountholder draw money through ATM as a borrowing. The bank provides this service to those person : upon whom the bank believes. The cardholder Should pay back the withdrawn amount to his bank within the specified time period.	
"A visa card : It is a card accepted by- the visa institution ’ internationally. Visa is a  international level ATM card. It is a  banking institution under which banks all over the world can be its  members. This card holder can withdraw money from Automated j Teller Machines in any country representing the word VISA.
Mastercard : It is also an international standard level card which is J issued by international level institutions. It is widely accepted. This  card holder can draw money in any country from the Automated  Teller Machines being the Master card logo.
-
6.Cheque	
A cheque is written order issued by an accountholder to make payment of the amount mentioned to a specified person or party. When the payment in cash is not safe and reliable, a cheque is issued by a buyer to the seller. A cheque may be a bearer or order or crossed. The crossed cheque is the safest method of making payment. Now, the seller presents the cheque to the bank and gets the payment.
7. Electronic transfer
The mode of payment from one bank to another through the electronic way is called electronic transfer. It is a kind of written order issued by the bank to its sub-ordinate . . . 'bank to make the payment of certain sum of money to the person or the party: It is used in home and foreign trade. In the international level, if any bank has to send the currency of any other country, the assistance of SWIFT is taken. The full form of SWIFT is -Society for Worldwide International Financial Transaction. It is an international institution. Different banks of the world are linked with this institution to deal with the currencies of all the countries in the world, those are the members of the SWIFT.
— '
8. Letter of Credit (L.C.)	
The full form of L.C. is Letter of Credit. The exporter releases goads when the importer opens L.C. in the bank. So, L.C. is a must especially to perform foreign trade. Actually, L.C. is the guarantee provided by the bank on behalf of the importer for making the payment of value of goods to the exporter. The importer gets L.C. number from the bank when he submits L.C. margin, L.C. charge and other necessary documents to bank. Then, importer sends the L.C. number to the exporter through which goods are dispatched. The importer pays the balance amount to the bank and receives his goods. The bank exchanges the paid amount into foreign currency

and sends to the exporter’s bank through IT Finally, the exporter collects the value of dispatched goods after presenting the invoice to the bank.

Means of payment
Means of payment is sending the payment from one place to another place by one party to concern another party.
A. Very short answer questions (Answer the following questions in one sentence/in very short)
1. What is trade?
2. When was WTO established?
3. When did Nepal get the membership of WTO?
4. What is the full form of WTO and GATT?
5. Mention any two types of invoice.
6. Write the full form of SAFTA.
7. What is the full form of SAPTA?
8. What is the full form of ATM?
9. Write the full form of FOB invoice.
B. Short answer questions (Answer the following questions in short)
1. What is trade? Explain its various types.
2. Explain the procedures of home trade in brief.
3. Mention any five functions of WTO.
4 Explain any five means of payment through a bank in brief.
Higher ability
5. Why is trade necessary? Describe any three documents which are used in both home trade and foreign trade.
6. As a business manager, how can you do home trade? Explain its procedure
orderly.	
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7. Why is foreign trade necessary? Write two similarities and two differences between home trade and foreign trade. (1+2+2)
C. Long answer questions (Write long answer to this question)
1, [bookmark: _GoBack]What Is foreign trade? Explain Its procedure.

