Tishreen University Journal for Research and Scientific Studies -Economic and Legal Sciences Series Vol. (46) No. (1) 2024

Documentary Credit Risks And Guarantees

Dr. Salman Othman’
Etimad Abdul Rahman Marhi™

(Received 31/10/2023. Accepted 18/2/2024)

0 ABSTRACT O

Documentary credit is considered the most widely used technology in financing foreign
trade operations due to its characteristics that guarantee the rights of contracting parties to
documentary credits and is a method invented by the international community , to reduce
the risk of non- implementation or mis-execution of international sales contracts , These
contracts are usually concluded between people who lack trust , where the documentary
credit appeared to guarantee both the seller and the buyer what it aims for in terms of
protection and to pay the risks that each of them may be exposed to , although
documentary credits are considered one of the most important banking operations and play
an effective and vital role in the field of foreign trade this does not negate the existence of
risks , whether at the level of the issuer the beneficiary , or even the bank , This research
came to shed light on the most important risks that the parties to a documentary credit may
be exposed to the order to open the credit , the beneficiary , the bank and to explain the
guarantees that can limit and reduce these risks , Among all that the importer may be
exposed to is if the goods arrive at the port of arrival or the place of receipt in violation of
what was agreed upon between the buyer and the seller under the sales contract , the job of
the bank to open the credit is to write the documents and not to confirm the goods
themselves unless it is purchased in the credit opening contract , On the other hand the
exporter may be exposed to the risk of losing the documents he sent to the bank , As for
the bank that opened the credit , the customer who asks the bank to open the credit may be
a merchant with a good reputation , but he is then exposed to a financial crisis that makes
him unable to fulfill his obligations to the bank and here the guarantee becomes , the bank
only deposit is the goods that may be insufficient if their price decreases , Accordingly this
study came to demonstrate the guarantees that can limit and reduce these risks.

Key words : Documentary credit risks , Source , Importer , The bank issuing the credit ,
Documentary credit guarantees.
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