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Innovation In Global Trade Finance: The Key to Accommodating

Changes In American Purchasing Practices
By David Nordella, Assistant Vice President, GMAC Commercial Fiance

Chinese manufacturers have enjoyed phenomenal
sUccess in America since joining the World Trade

ization in the fall of 2001. According to
the Global Trade Atlas, Chinese apparel exports
to the U. 5. were up 546% in January 2005 over
the Jannary 2004, This understates the success of
manufaciurers in some categories such as colton
knit shirts and cotton trousers, which were up
1,836% and 1,332%, respectively.

International frade finance has historically
depended on Letiers of Credil to complete
transactions between the Seller and Purchaser,
The American importer of today is frequently a
former dismibutor of domestic merchandise. Tn
the past, the Amercan disiributor would have
received the benefits of open sccount credit from
their American suppliers.

This distributor has experienced a significant
drain on their cash Qow as they increased their
purchases from China. This is because the Letter
of Credit typically required reserves from their
banking availability. Tn effect, they have had to
endure the negative effects of being converied
from “credit” to “cash m advance™ téerms when
purchasing from Chinese suppliers.

“The Chinese manufachorer must build an
alliance with the U, 5. importer lo contfinue being
successful. The exporter has to be prepared to
provide open account credit to the importer”
according to Bruce Berion, the Director of
International Business Consulting for Stonefield
Josephson, Inc. and author of “How to Source and
Build an Ofshore Infrastrocture.”  “There are
financial instruments that allow business to take
place without the use of Letters of Credit.”

Shipping open account can often result in
decreased availability for the Chinese exporter as
accounts owed by U8, importers to their foreign
suppliers are frequently treated as “ineligible for
advances™ by the exporiers’ lenders.

Alzo many AmMENcan customers arc now
requesting their Chinese wvendors warehouse

finished merchandise in the U5, This allows the
American  importer  the advantages of
“Jjust-in-time™ inventories while avoiding the risk
of having merchandise being held by Customs.
S0 many firms are starting to ship on Landed,
Dty Paid terms rather than the Freight, On Board
terms that they had previously offered.

The exporter should consult with American
professionals when planning such a venture, as
there may be tax consequences. As Dennis Lee,
CPA of Hall and Co. points oul: “To comply with
the importer’s request, the  exporters’
activities.. .conducted in the United States may
also create a taxable presence and be subject to
U5, income (ax. In peneral, a foreign person is
taxable in the U.5. only if the foreign person is
conducting &n activity through a “permanent
establishment™ or is engaged in a U5, trade or
business conducted within the U.8.™

It is clear that the challenge for the international
lender is to bridge the needs of both the exporter
and the importer to enhance the international
frade burgeoning across the Pacific Ocean.

GMAC Commercial Finance is implementing
golutions to these new challenges presented by
the transition to global open terms trade. GMAC
delivers many global supply chain f(nancial
services: assumption of credit risk, accounts
receivable  management  and increased
availability, GMAC Commercial Finance also
offers solutions for LS. firms exporiing into

Louis Barone (E.V.P) leads the International
Growp of GMAC Commercial Finance. Lou
advises, “International lenders need to focus on
the end-to-end financing requirements inherent in
managing supply chams, The challenge for today
iz to arrange optimal payment, delivery and terms
that serve ibe costomer.” He will speak about

programs  that offer financing and risk
management from receipt of purc order to
collection of cash at The China Global

Conference on Movember 15,
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Participating Moderators and Panelists

KickofT: Chinese Economy Under Globalization

Keynote Speaker: Professor Mao, Yushi, is a highly acclaimed
Chinese coonomist known as a China liberal voice and one of the
contributing architects of China's market economry. He is Chairman of
the Board for the Unimole Institute of Economics (a privaie Chinese
think tank) and was voted one of the fen maoss inTuennial cconomists in
China by the International Business Review in Movember 2004,

Getting Started

{(hina's Business and Politics
= James Flanigan, Business and Economics Columnist
= Mr. Mag, Yushi, Leading Chinese BEconomist,
Chairman of the Board for the Unirule Instimies of Economics
= Mr, Min, Wen Wen, Editos-in-Chief,
China Entrepreneur (Economic Daily Group Magarine)
China Premier Business Joumnal
= Jack Kyser, Sentor Vice President & Chiel Economist,
Los Angeles County Economic Development Corporation
= Charles Wolf Ir., Senior Reseasch Fellow, Hoover Institution
Stanford University

Beginners' G:uide to China
= Thomas M, Crehan, Co-Founder / Chariman,
Asia Pacific - USA Chamber of Commerc
- Loas Barone, Executive Vice President,
International Marketing Director,
GMAC Commercial Finance
= Stacy Sun, CRO, Asia Pacific - USA Chamber of Commence
= Tdd Maver, Executive Director, Siica Advisors, Lid,
= David Benz, President, Vaughan Benz
= James Hau, Los Angeles Pariner,
Sonnenschern, MNath, & Rosenthal, LLP

U5, - China Logistics
= Gy Fox, President & CEQ, Guy Fox & Associnles, Inc
= Tom Somma, Executive Vice President,
Cosag, Cosco-LUISA
= Jirn MuacLellun, Director of Marketing, Port of Los Angeles

China and India Relations
= Bhargay Oza, CEO, INAM IT Services, Inc.
= Mpr, Niu, Wen Wen, Editor-in-Chief,
China Entrepreneur {Economi: Dadly Group Magazine)
China Premier Business Jourmal
= D, Gurinder Shahi, MIVPRD, Director,
Biolnstituie, Marshall School of Business,
University of Southern Califormia
= D, Geolfrey Garretd, President, Pacific Council
= Michael Polin, CEQ of ATC and ITA

GLOBAL CONFERENCE

Hot Topics -- 2008 Beijing Olympic Games, [P
Aw insider & look af roadeasting, TP proteciton, marketing and spors
lew éxwes In context with the Beiffng Olvmpics.

== Ed Hula, Olympic Newsletter Around the Rings (TRD)

== Robert [, Cooper, Morrison & Foerster,
Entertainment and Technology Group

== Relly C. Crabb, Parner, Mosrison & Foerster,
Entertainment and Technology Group

== bir. Chen, Xin Xiang, Chairman of Capinfo Company Ltd,
(The IT services Contractor of 2008 Beijing Olympics)

Key Elements of China’s Economic Growth Potential

xreen Energy and Environment Protection

== Rievin Haroff, San Francisco Partner,
Sonnenschein, Math, & Rosenthal, LLP

== bfr. Mao, Yushi, Board Member of the Energy Working
Group at the China Council for International Cooperation on
Environment and Development (CCICED)

== Woodrow W, Clask IT, MAZ, PhID,
Managing Director, Clark Communications

== Terry Murphy, Head of Energy Department,
Prait & Whitney Rocketdyne of UTC

== Daniel Weiss, Co-Founder and Managing Partner,
Angeleno Group

China Entertainment and Media
- Michael Green, Founding Partner,
China Media Partners
== Terence Chang, Producer, Lion Rock Productions
== Robert Woll, Pariner, Morrison & Foerster,
Corporate and Securities Practice Group
== Jeremy Bolt, Impact Pictures

Pharmaceutical/Biotech
== [, Gurinder Shahi, MIVPhID, Dhrector,
BioTnstitute, Marshall School of Business,
University of Southern California
- bir, Brad S. Lee, 11D, Execubive Vice Presudent,
Epitomics, Inc.
= Dir. Keling Chu, Cheirman and CEQ, EW Research, Ing,
- Dr. Peng Chen, Partner, Morrison & Foersier,
Business Department’s Patent Group

Franchising in China
-- Sheila Garland, Membership Regional Manager -
Los Angeles Coastal, California Restaurant Association
— Willizm Edwards, President, EGS
- Mg, Guo, Ge Ping, Chairaoman,
China Chain Store and Franchise Aszociation
- Rochelle B. Spandorf, Los Angeles Pamnter,
Sonncnschein, Math, & Rosenthal, LLP

China Global Conference Overview



2005 China Global Conference

Going beyond understanding China’s opportunities...

Tuesday, November 15
8:00 a.m. to 4:30 p.m.

Wilshire Grand Hotel
930 Wilshire Boulevard
Los Angeles, CA 90017

...fools of implementation for your business in the
dynamic Chinese market

The 2005 China Global Conference aims to provide information and resources for "how to
develop business—successfully—-in China”, to assist in taking the appropriate actions on your
China business objectives. Besides being a comprehensive, informalive gathering, the event
will also provide hands-on strategies for beginners and foreign businesses already operating
in China to bring you definite insight about how to successfully develop your business in
today's China.

For more infnrmatinn. pIEESE visit

www.gatewaytochina.us
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