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carry specific products or the average voyage time of the trade route. Put simply, it will not know 

the operational aspects of physical trading which increases the probability of its role being a 

conduit for shuffling paper documents – a set up that can be done with just a handful of staff and 

a small office space in the trading hubs of Singapore, Dubai or Switzerland to get access financing. 

2. Credit Insurance

Credit insurance serves a critical function in international trade. However, where an insured is 

unable to convince a bank to finance it without credit insurance, it raises issues on the inherent 

credibility of the transaction.  

3. Unrealistic Margins

It may seem simple enough but in today’s world of trading, if a trader is confident of pulling off 

unusually big margins or an opportunity for a once in a lifetime undervalued cargo, then perhaps 

there is some truth in the old adage that if it is too good to be true than it probably isn’t.  

4. High Sea Sales

High Sea Sales are a common practice of international trade where goods are bought and sold 

while on the water. Such practices however create challenges to a party seeking to verify the 

authenticity of the trade and the feasibility that it hasn’t been financed by someone eslse. 

5. Discrepant Documents

I am often approached to determine whether a bill of lading is fake or forged. This is a notoriously 

difficult task to undertake conclusively but the suite of documents presented for payment contain 

representations that could and should be tested. 

6. Transaction Due Diligence

A combination of factors operate in tandem to lull a lender into taking its eye off the transaction 

due diligence. Maybe it’s the lure of margins from a trader with phenomenal growth or an 

unblemished trading record. Why is a smaller trader placed between two large traders who already 

know each other? Who originated the transaction? Can each party justify its role in the chain? 

Questions which I often ask when things go wrong, would be better placed at the due diligence 

stage of an on-boarding. 

7. Copy BLs

Copy BLs are surprisingly still very much part of trade finance. The obvious refrain is trust – parties 

trust that a trader that presents a copy bill will back it. The problem is that few have stopped to 

ponder if their institutional counterparts could have also been duped in this merry-go-round of bills. 

A house, even that of cards, is not built overnight. If you would look hard enough, the signs will 

often be there. 
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