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EXPORT CREDIT INSURANCE
· what is it?    Export credit insurance covers the risks of non-payment from foreign accounts receivable.  This can include both political risks as well as commercial risks.  It is used as a cost-effective alternative to Letters of Credit and enables the seller to offer competitive open account and extended terms to its valuable foreign buyers.  Policy proceeds can be assigned to the exporter's bank to provide the basis for borrowing against the foreign receivables.  

· how does it work?  Once qualified as an "insured," the exporter is granted credit limits for each of its approved foreign buyers, allowing revolving sales to accumulate under terms up to the maximum outstanding unpaid exposure.   Multibuyer policies usually require an assortment of foreign A/R’s to be insured in order to provide a “spread of risk" although single-buyer policies are available from some carriers such as the U.S. Export-Import Bank.

· what does it cost?  Cost is usually a function of risk, taking into account the countries being sold to, the financial strength of the buyers, and the length of time credit terms are extended.  Premium rates for 0-60 day terms typically range from 30 cents to $1.30 per $100 of invoice value; minimum annual premiums run from $500 (U.S. Export-Import Bank) to $25,000 depending on the policy type and insurer.  First loss deductibles may also apply.  Reporting requirements vary, as do claim filing and waiting periods. 

·  how can I get more information?  The Export Finance Assistance Center of Washington (EFACW) is the U.S. Export-Import Bank’s City/State partner for Washington State and can explain its programs, assist with submitting applications, and answer general insurance questions at no cost.  Private-sector export credit insurance is sold by specialty brokers or through the insurer’s own agents.   The independent brokers can help identify the most appropriate type of insurance for an exporter's particular needs; they are compensated on a commission basis by the insurers.  
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