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Preface
In the world of finance, where every decision carries consequences, exceptional individuals are needed to 
navigate its complexity and achieve success. As the Legal Counsel for the Group, I have had the privilege of 
working side-by-side with some of the brightest minds in the industry. Among these luminaries is Mr. Dagan 
M. Levinzon.

In the pages that follow, you will embark on a journey through the dynamic realm of finance, guided by the 
experience of Mr. Levinzon. His path has been nothing short of extraordinary, rooted in a diversity of 
experiences that encompass academic excellence and a thriving entrepreneurial career.

Mr. Levinzon's educational journey began at the Haifa Institute of Technology and continued at the University 
of Haifa, where he honed his knowledge in Engineering, Industrial Management, and Psychology. He later 
acquired a Master of Business Administration (MBA) with a focus on Marketing and Finance. These academic 
pursuits not only sharpened his intellect but also instilled the resilience and analytical thinking vital in the 
world of finance.

His story serves as a beacon for those aspiring to navigate the financial landscape, offering a unique 
perspective and valuable lessons learned from a career defined by passion, dedication, and an unwavering 
pursuit of financial excellence.

Andrea Battista, Esq.
Legal Counsel, CGPH Investment Bank



Introduction
The Importance of Bank Guarantees in Commercial 
and Financial Transactions
In this book, we aim to clarify the importance of bank guarantees in commercial and financial transactions. 
We will explore how bank guarantees have emerged as a fundamental tool to mitigate risks and ensure 
security in international transactions.

Global trade has seen significant growth in recent decades, fueled by globalization and technological 
advancements. Regions like Southeast Asia have experienced extraordinary economic expansion, becoming 
vital commercial hubs for businesses worldwide. However, as trade occurs over greater distances, new risks 
and challenges arise.

International trade involves risks such as seller insolvency, delivery delays, goods damage, and contractual 
disputes. These risks are amplified when parties operate in different countries, with varying regulations and 
legal systems. This is where bank guarantees come into play.

Bank guarantees offer a level of security and trust to the parties involved in commercial transactions. Acting 
as a formal commitment undertaken by a financial services institution on behalf of the beneficiary, bank 
guarantees ensure the payment of a specified amount or the fulfillment of an obligation in the event that the 
client fails to meet the contractual terms. This provides protection against the financial and commercial risks 
that can arise during international trade.

Key Benefits of Bank Guarantees
Risk Mitigation: Bank guarantees play a crucial role in protecting businesses from risks in commercial 
transactions. They assure the seller that payment will be made, thus encouraging participation in 
international transactions and access to new markets.
Buyer Protection: At the same time, they guarantee to the buyer that the goods or services will be 
delivered as stipulated in the contract.
Long-Distance Security: In the context of long-distance commercial transactions, bank guarantees are 
particularly important. They cover the risks associated with long supply chains, international shipments, 
and uncertainties related to different regulatory environments.

In conclusion, bank guarantees represent an essential tool in the landscape of international commercial and 
financial transactions. They help mitigate the risks inherent in long-distance trade, enabling businesses to 
operate in a secure and reliable commercial environment. As global trade continues to grow, bank 
guarantees have become indispensable in promoting trust, security, and economic development.

These pages further explore this topic, delving into the various types of bank guarantees, international norms 
and best practices, as well as the role of specialized financial institutions like Credit Glorious in the issuance 
of guarantees.



The Role of Credit Glorious as a Financial 
Institution Specialized in Guarantees and 
SBLC
Credit Glorious is a prestigious financial services institution specialized in the issuance of guarantees and 
SBLC. With a solid reputation in the industry, Credit Glorious has established itself as a global leader in 
providing reliable and customized financial solutions for businesses around the world.

Key Features of Credit Glorious
Global Presence
One of the distinctive features of Credit Glorious is its global presence. The financial institution operates in 
multiple countries, enabling it to offer international financial services and adapt to the specific needs of 
clients in different regions. This global presence ensures a deep understanding of local markets and timely 
responsiveness to client requests.

Substantial Capital
Credit Glorious possesses substantial capital, which allows it to support the guarantees and SBLC it issues. 
This capital serves as additional collateral for clients, ensuring Credit Glorious's ability to fulfill its financial 
commitments. Credit Glorious can also assist companies in obtaining instruments from top-tier banks, such 
as bank guarantees and SBLC.

ICC Membership
Membership in the ICC (International Chamber of Commerce) is another significant aspect of Credit 
Glorious. The financial institution adheres to ICC rules, including the Uniform Rules for Demand Guarantees 
(URDG 758), which establish internationally recognized standards and procedures for bank guarantees. 
Adherence to these rules confers reliability and legitimacy to the guarantees issued by Credit Glorious.

Advanced Technology
Credit Glorious utilizes advanced technologies to offer efficient and secure financial services. It employs 
digital platforms and automated systems to streamline the processes of requesting, issuing, and managing 
guarantees and SBLC. This enables clients to have rapid access to their guarantees and easy monitoring of 
the status of transactions.

Experienced Financial Advisors
Credit Glorious boasts a network of highly qualified and competent financial advisors. These advisors provide 
personalized support to clients, offering professional guidance and assistance throughout all stages of the 
process, from contract negotiation to the issuance and management of guarantees. Credit Glorious's 
network of advisors ensures high-quality customer service and customized solutions to meet the specific 
needs of clients.



Chapter 1: Fundamental Concepts of Bank 
Guarantees
1. Introduction to Bank Guarantees
Bank guarantees are financial instruments of great importance in commercial and financial transactions. In 
the context of international trade, bank guarantees play a crucial role in ensuring security and trust between 
the parties involved. They represent a formal commitment by a bank or financial institution to the beneficiary, 
guaranteeing the payment of a specified amount or the fulfillment of an obligation in the event that the 
client fails to comply with the contractual terms. This instrument provides protection against financial and 
commercial risks that may arise during international transactions, allowing businesses to mitigate risk and 
operate in a more secure environment.

Historical Development

The roots of bank guarantees can be traced back to ancient Rome, where the concept of suretyship 
developed. Suretyship was a contract in which a third party, called a guarantor, undertook to guarantee the 
fulfillment of a contractual obligation by a debtor. This concept of guarantee, based on the trust and 
responsibility of a third party, laid the foundation for the development of modern bank guarantees.

Over the centuries, the concept of bank guarantees has evolved and adapted to the needs of commerce 
and financial transactions. During the industrial era, particularly in the 19th century, bank guarantees as we 
know them today have gained significant traction. The growing complexity of international trade and the 
need to mitigate financial risks have led banks to offer guarantees on behalf of their clients.

Regulatory Framework
From a regulatory perspective, bank guarantees are governed by laws and rules at both the national and 
international levels. At the international level, the Uniform Rules for Demand Guarantees (URDG), published by 
the International Chamber of Commerce (ICC), represent a benchmark standard for the issuance and use of 
bank guarantees. These rules provide a common framework for international banking practices and promote 
certainty and uniformity in global commercial transactions.

Current Practices
Over the years, best practices have been developed in the field of bank guarantees to ensure effective and 
transparent management of these financial instruments. Banks and financial intermediaries issuing bank 
guarantees adopt rigorous internal processes to assess the financial soundness of the applicant and 
evaluate the risks associated with the guarantee. Additionally, monitoring and control systems are 
implemented to ensure the fulfillment of contractual obligations and the timely execution of guarantees.



1.1. The Purpose of Bank Guarantees
The main purpose of bank guarantees is to provide security and trust within commercial transactions. Bank 
guarantees offer protection to both the beneficiary and the client. For the beneficiary, the bank guarantee 
ensures payment of the specified amount in the event the client fails to fulfill their obligations. This provides 
the beneficiary with greater assurance that payment will be made even if the client defaults. Additionally, 
bank guarantees allow beneficiaries to access financial resources to cover any losses or damages incurred 
due to the client's contractual non-performance. For the client, the bank guarantee offers a way to 
demonstrate their financial reliability and solvency to the beneficiary, thereby enhancing their credibility and 
enabling them to participate in commercial transactions that require financial guarantees.

Key Functions of Bank Guarantees
Security: Ensures payment will be made even if the client defaults
Trust: Builds trust between parties in commercial transactions
Credibility: Demonstrates the client's financial reliability and solvency
Financial Access: Provides resources to cover losses from contractual non-performance

These four elements constitute the foundation of why bank guarantees are essential instruments in modern 
financial transactions, providing a framework of certainty that enables commerce to proceed with reduced 
risk.



1.1.2. Types of Bank Guarantees
Bank guarantees come in various forms, each designed to meet the specific needs of the parties involved. 
Some of the most common types of bank guarantees include:

Payment Guarantees
Ensure that the beneficiary will receive a specified amount of payment in the event that the client fails to fulfill 
their payment obligations. They are particularly useful in commercial transactions where payment is tied to 
specific deadlines or contractual obligations.

Performance Guarantees
Guarantee the fulfillment of the client's contractual obligations. If the client fails to comply with the 
contractual terms, the guarantor bank will pay the specified amount to the beneficiary. Performance 
guarantees are often used in transactions that require the delivery of goods or the execution of services 
according to the established contractual terms.

Bid Bonds
Issued during the bidding phase of a tender process. They guarantee that the evaluated bidder will respect 
the terms of the bid and, if selected, will sign the contract. Bid bonds are used to ensure the seriousness and 
commitment of the participants to comply with the conditions set forth in the bid.

There are also other forms of bank guarantees, such as advance payment guarantees, refund of advance 
payment guarantees, and maintenance guarantees, which are used in specific contexts depending on the 
needs of the parties involved.



1.2. International Standards and 
Regulations
Bank guarantees are subject to international standards and regulations to ensure their validity and 
uniformity globally. The main standards and regulations governing bank guarantees include:

International Chamber of Commerce (ICC)
An international organization that develops rules and standards for international trade. The ICC rules, 
particularly the Uniform Rules for Demand Guarantees (URDG 758), provide detailed guidelines on bank 
guarantees, establishing globally recognized standards and procedures. The ICC rules are widely used and 
recognized in the bank guarantee industry.

URDG 758
A set of rules and regulations developed by the ICC to standardize the issuance and management of bank 
guarantees. These rules provide guidance on the content and form of bank guarantees, define the 
responsibilities of the parties involved, and establish the rights and obligations of each party. URDG 758 has 
been adopted by many countries and financial institutions as a reference for transactions involving bank 
guarantees.

Knowledge and application of these international standards and regulations are essential to ensure the 
validity and effectiveness of bank guarantees in international commercial transactions.



1.3. The Advantages of Bank Guarantees 
for the Involved Parties
Bank guarantees offer a series of advantages to the involved parties. Let's examine the main benefits derived 
from the use of bank guarantees:

1. Financial Security
A bank guarantee can provide financial security to the beneficiary, ensuring the payment of the specified 
amount in case the client fails to fulfill their obligations. This reduces the risk of financial losses and offers 
greater certainty of payment.

2. Increased Credibility
The issuance of a bank guarantee demonstrates the financial solvency and reliability of the client to the 
involved parties. This increases the client's credibility and reputation as a trustworthy business partner, 
opening the doors to new business opportunities.

3. Access to Opportunities
With bank guarantees, access to financing or contracts is facilitated. Financial institutions or companies that 
require financial guarantees as a requirement may be more inclined to accept a financing request or a 
contract proposal if it is supported by a bank guarantee.

4. Dispute Resolution
In case of disputes, bank guarantees play a significant role in resolving conflicts. The beneficiary can request 
payment from the issuer of the guarantee in the event of the client's default, providing a quick and effective 
remedy for the recovery of funds or the fulfillment of contractual obligations.

Finally, bank guarantees are widely accepted and recognized internationally. This means that parties 
involved in international business transactions can use these instruments to create an environment of trust 
and security, overcoming geographical barriers and regulatory differences.

In addition to these advantages, bank guarantees allow companies to mitigate the financial and 
commercial risks that can arise during international transactions, providing additional protection and 
allowing them to operate in a safer environment.



Chapter 2
Types of Bank Guarantees
In the next chapter, we will take a closer look at each type of bank guarantee, analyzing their characteristics 
and most common uses.



Standby Letter of Credit (SBLC)
Standby letters of credit (SBLCs) represent an important form of bank guarantee used in commercial and 
financial transactions. They emerged during the 20th century in response to the need for a robust and 
efficient guarantee mechanism that overcame the limitations of traditional guarantees. Unlike direct 
payment guarantees, SBLCs have developed as a security instrument that can be activated in the event of 
the beneficiary's failure to fulfill the obligation.

Historical Development of SBLCs
OriginEmerged during the 20th century as a response to the limitations of traditional guarantees1.
DevelopmentEvolved as a security instrument that is only activated in the event of a failure to fulfill 
obligations

2.

Modern UseNow widely used in international commercial and financial transactions3.



2.1. Introduction to SBLCs as a Form of 
Bank Guarantee
The origin of SBLCs can be traced back to the United States, where they were developed as an alternative to 
traditional commercial Letters of Credit. The need for a new instrument emerged in response to the 
complexity of international commercial transactions and the need to provide effective guarantee in case of 
default.

SBLCs have rapidly spread internationally and have become a widely used instrument in commercial and 
financial operations. The International Chamber of Commerce (ICC) has played a fundamental role in 
standardizing the rules and practices related to SBLCs. The publication of the Uniform Customs and Practice 
for Documentary Credits (UCP) by the ICC has established an international regulatory framework for 
transactions involving SBLCs, providing clear and uniform rules for all parties involved.

The creation of SBLCs and the development of international standards by the ICC have contributed to 
promoting trust and security in international commercial transactions, offering an effective mechanism to 
ensure payment and fulfillment of contractual obligations.

Key Developments in the History of SBLCs

11970s: Initial Development
SBLCs gained prominence in the US banking 

system

2 1983: ICC Recognition
First inclusion in the Uniform Customs and 
Practice for Documentary Credits

32007: Global Standard
They became widely adopted in 

international financial transactions



2.2. Characteristics and Operation of 
SBLCs
SBLCs are characterized by their flexibility and adaptability to the specific needs of transactions. These 
guarantees can be activated in case of non-performance of the obligation by the beneficiary and can be 
used in various contexts, such as commercial contracts, tenders, international financing, and much more. 
The operation of SBLCs involves the presence of three parties: the applicant (who requests the guarantee), 
the beneficiary (who receives the guarantee), and the issuing bank (which issues the guarantee).

Key Characteristics of SBLCs
Solid Form of Guarantee
SBLCs represent a solid form of guarantee that can be requested by companies, individuals, or financial 
institutions to ensure the fulfillment of financial or commercial obligations. These guarantees are regulated 
at the international level by the ICC, which provides a clear and uniform regulatory framework for 
transactions involving SBLCs.

Flexibility and Adaptability
These instruments are characterized by flexibility and adaptability to the specific needs of transactions. They 
can be used in a variety of contexts, such as commercial contracts, tenders, and international financing. In 
case of non-performance of the obligation by the beneficiary, the guarantee can be activated, allowing the 
beneficiary to request payment from the issuing bank.

Three Essential Parties
The presence of three parties is essential in the operation of SBLCs. The applicant is the one who requests the 
guarantee and can be a company, an individual, or a financial institution. The beneficiary is the one who 
receives the guarantee and can be the seller, the supplier, or the creditor. The issuing bank is the financial 
institution that issues the SBLC on behalf of the applicant and commits to pay the beneficiary in case of non-
performance of the obligation by the applicant.

Advantages and Regulatory Framework
The flexibility and wide range of applications of SBLCs make them a versatile and reliable tool for mitigating 
risks in commercial and financial transactions. They offer significant advantages compared to other forms of 
bank guarantees, such as payment security, access to international financing, ease of negotiation, and 
adaptability to the needs of the parties involved.

Furthermore, SBLCs are supported by an international regulatory framework established by the ICC, which 
helps to ensure consistency and predictability in transactions involving these guarantees. The ICC provides 
clear rules and standards that the involved parties must follow, thus ensuring greater transparency and trust 
in the process of using SBLCs.



2.3. Applications of SBLCs in Commercial 
and Financial Transactions
SBLCs have a wide range of applications in commercial and financial transactions, offering a secure and 
reliable solution to ensure payment and fulfillment of contractual obligations. These guarantees can be used 
in various contexts and industries, helping to create a more stable and predictable business environment. 
Some of the main applications of SBLCs are listed below:

Payment Guarantee
SBLCs are commonly used to guarantee the payment of supplies and goods. Suppliers can request an SBLC 
to ensure that payment is made according to the contractual conditions. This provides them with greater 
financial security and reduces the risk of non-payment.

Fulfillment of Contractual Obligations
These instruments can be used to guarantee the fulfillment of contractual obligations. For example, in 
construction contracts or service supply agreements, the beneficiary can request an SBLC to ensure that the 
contractor performs the work or delivers the goods as stipulated in the contract.

Project Completion
SBLCs are often required in the construction sector and in large projects to ensure that the project is 
completed within the established timeframe and according to the agreed specifications. This provides 
security to both the client and the contractor, avoiding potential delays or defaults.

Documentary Credit
SBLCs can also be used as a form of documentary credit, where the issuing bank commits to pay the 
beneficiary a certain amount of money against the presentation of the required documents. This mechanism 
provides a guarantee of payment for the seller and ensures that the buyer obtains the necessary documents 
to complete the transaction.

International Financing
Finally, SBLCs can be used as collateral to obtain international financing. Banks can accept an SBLC as a 
guarantee to grant a loan or a line of credit to the applicant. This provides the applicant with access to 
additional funds for their business activities or commercial projects.

Each of these applications demonstrates the versatility and importance of SBLCs in facilitating secure 
commercial and financial transactions in various sectors and contexts.



2.4. Advantages of SBLCs over Other 
Forms of Bank Guarantees
SBLCs present a number of significant advantages over other forms of bank guarantees available on the 
market. These advantages stem from their nature and specific characteristics that make them a preferable 
option for many transactions. Among the advantages of SBLCs, it is worth mentioning:

1. Guarantee Independent of the Applicant's Solvency
SBLCs can provide a guarantee that is independent of the applicant's solvency. This means that the SBLC 
beneficiary can rely on the financial commitment made by the issuing bank, without having to depend on 
the financial resources of the applicant itself. This offers greater security to the beneficiary and reduces the 
risk of defaults.

2. International Acceptance
SBLCs are widely recognized and accepted internationally. The International Chamber of Commerce (ICC) 
has established standardized rules and practices for transactions involving SBLCs, providing a clear and 
uniform regulatory framework. This makes SBLCs a reliable and easily accepted instrument by parties 
involved in international transactions.

3. Flexibility of Use
These instruments offer greater flexibility compared to other forms of bank guarantees. They can be 
customized to the specific needs of each transaction, allowing for personalized conditions and adapting 
them to the parties involved. This makes SBLCs a versatile tool that can be used in different contexts and 
sectors.

4. Coverage for Defaults
They provide financial insurance coverage to cover any contractual defaults. In the event that the beneficiary 
does not receive the payment or fulfillment of the contractual obligation, they can request the activation of 
the SBLC to obtain financial compensation. This offers additional protection to the parties involved in the 
transaction.

5. Monitoring and Control
They offer a monitoring and control system that ensures the fulfillment of contractual commitments. The 
issuing bank is responsible for managing the SBLC and ensuring that all established conditions are met. This 
provides greater peace of mind to the parties involved in the transaction.



Chapter 3: The Process of Issuing and 
Using Bank Guarantees
In this chapter, we will examine in depth the process of issuing and using bank guarantees, including 
regulatory references and industry best practices. We will explain the steps involved, from the submission of 
the request to the approval, execution, and payment of the bank guarantees.

The Bank Guarantee Process: Step by Step
The issuance and use of bank guarantees follow a structured sequence of steps, each of which is essential to 
ensure proper validation and implementation:

Submission of the Request: The process begins when the client submits a formal application to the 
financial institution. This application must include all the required documentation, including financial 
statements, business plans, and other supporting documents that establish the client's creditworthiness 
and explain the purpose of the guarantee.

1.

Evaluation: Once the application is received, the financial institution conducts a thorough analysis of all 
the submitted materials. In this phase, the bank assesses the associated risks, examines the client's 
financial history, and evaluates the feasibility of the underlying transaction.

2.

Approval: Based on the results of the evaluation, the financial institution decides whether or not to issue 
the requested guarantee. This decision takes into account various factors, including the client's credit 
profile, the nature of the transaction, and the requested terms.

3.

Issuance: If approved, the bank guarantee is formally issued to the designated beneficiary. The document 
outlines all the terms and conditions, including the guarantee amount, the validity period, and the 
conditions for activation.

4.

Execution: The final phase of the process cycle occurs when the guarantee is activated due to a 
contractual default or when it naturally expires at the end of its specified term without being called.

5.

Each of these stages includes specific requirements and considerations that will be explored in greater detail 
throughout the chapter, providing a comprehensive understanding of the entire life cycle of the bank 
guarantee.



3.1. Bank Guarantee Issuance Process
The request for a bank guarantee follows a well-defined process that requires attention and precision, in 
compliance with the relevant legal and regulatory provisions. We will begin by describing in general how to 
request a bank guarantee, followed by a comprehensive list of the documents required to conduct a 
thorough investigation.

Requesting a Bank Guarantee
The procedure for requesting a bank guarantee starts with directly submitting the request to Credit Glorious 
or a regional consultant. It is essential to utilize the expert consultants provided by Credit Glorious to ensure a 
proper assessment of the client's needs. During this phase, it is advisable to prepare a business plan and a 
project, and provide all the necessary information to detail the reason for the request. It is recommended to 
clearly communicate the purpose of the guarantee and provide details on the contractual terms, including 
the payment terms and conditions.

Bank Investigation
Once the necessary documents have been gathered, the financial institution will conduct a thorough 
analysis of the provided information to evaluate the suitability of the guarantee request. During the bank 
investigation, the following documents will be requested in accordance with the applicable regulatory 
provisions:

Legal Documentation
Legal documentation of the requesting company, such as registration certificates and bylaws, in 
compliance with the applicable corporate regulations.

Financial Statements
Financial statements from past years, prepared in accordance with internationally recognized 
accounting principles (e.g., IFRS - International Financial Reporting Standards).

Financial Reports
Financial reports, including data analysis reports and performance indicators, which provide a clear 
perspective on the company's financial situation.

Shareholder Details
Details on the company's shareholders and owners, including information on their background and 
financial involvement, in compliance with transparency and anti-money laundering regulations.

Business Plan
Detailed business plans, including specific projects that require the guarantee, highlighting the 
financial forecasts and expected cash flows.

Industry Information
Information on the company's industry of operation and its main competitors, providing context and 
risk assessment.

Transaction History
Details on past and present business transactions, including signed contracts and agreements, 
demonstrating the ability to fulfill financial obligations.



3.2. Use of the bank guarantee
After completing the issuance process and meeting the contractual requirements, the bank guarantee can 
be used to ensure the fulfillment of the contractual obligations by the applicant. Once the guarantee 
contract is signed and the premium is paid, the issuing financial institution proceeds to send the guarantee 
to the designated beneficiary.

The bank guarantee process

Contract signing
The guarantee contract is signed and the 
premium is paid

Transmission of the guarantee
The issuing financial institution sends the 
guarantee to the beneficiary

Contract fulfillment
The applicant fulfills the contractual obligations 
as specified

Activation of the guarantee
If the obligations are not met, the beneficiary can 
request payment

The parties involved in the bank guarantee are: the issuer (the financial institution), the applicant (the one 
who requested the guarantee) and the beneficiary (the party to whom the guarantee is addressed). The 
issuer undertakes to pay the guaranteed amount to the beneficiary if the applicant fails to fulfill the 
obligations specified in the contract. The bank guarantee, therefore, serves as a protection instrument for the 
beneficiary in case the applicant does not fulfill the contractual obligations.

Transmission methods
After issuance, the financial institution can send the guarantee to the beneficiary through various methods. 
Typically, the guarantee is sent in paper format by regular mail or bank courier. However, faster and more 
secure transmission methods can also be used, such as the SWIFT (Society for Worldwide Interbank Financial 
Telecommunication) system, which allows for the secure exchange of financial information between banking 
institutions.

Activation of the guarantee
Once the beneficiary receives the guarantee, it is important to understand the dynamics that may occur 
subsequently. If the applicant properly fulfills the contractual obligations, the bank guarantee will remain 
inactive and no payment will be required from the issuer. However, if the applicant fails to meet the 
obligations specified in the contract, the beneficiary can request the activation of the guarantee and the 
payment of the guaranteed amount.

The activation of the guarantee depends on the events or circumstances specified in the bank guarantee 
contract. These events may include the applicant's failure to pay, the failure to fulfill the contractual 
obligations, or the presentation of valid documents attesting to the non-fulfillment. Once these conditions 
are met, the beneficiary can request the payment of the guaranteed amount from the issuer.

It is important to note that the use of the bank guarantee must be in compliance with the applicable legal 
and regulatory provisions. National and international rules and regulations, such as international conventions 
to which a State is a party, may govern the issuance, use, and interpretation of bank guarantees. Therefore, it 
is essential for the parties involved in the transaction to understand the applicable legal provisions and act in 
accordance with these rules.

After completing the issuance process and sending the bank guarantee to the beneficiary, the use of the 
guarantee depends on the fulfillment or non-fulfillment of the contractual obligations by the applicant. If the 
applicant properly fulfills the obligations, the guarantee will remain inactive. However, if the applicant fails to 
meet the obligations, the beneficiary can request the payment of the guaranteed amount according to the 
conditions established in the bank guarantee contract.



3.3. Best Practices in the Industry
In the field of bank guarantees, there are some best practices that can help companies maximize the 
benefits and minimize the risks associated with the use of guarantees. Some of these best practices include:

Accurate Risk Assessment
Before requesting a bank guarantee, it is essential to carefully assess the risk associated with the contractual 
obligation in question. Proper risk assessment can help determine the appropriate amount and necessary 
conditions of the guarantee.

Selection of the Issuing Bank
It is important to carefully select the bank that will issue the bank guarantee. It is advisable to consider the 
financial strength and reputation of the bank, as well as its experience in the field of bank guarantees.

Clarity of Contractual Conditions
It is essential to clearly define the contractual conditions in the guarantee request. This includes the amount 
of the guarantee, the validity period, the payment methods, and any other specific conditions necessary to 
ensure the fulfillment of contractual obligations.

Accurate Documentation Retention
It is advisable to carefully retain all documents related to the bank guarantee, including contracts, 
communications, and payment requests. Proper documentation can facilitate the management of disputes 
and the resolution of claims, if necessary.

Timely Communication with the Bank
In the event of a breach of contract terms or a request for payment, it is important to communicate promptly 
with the issuing bank. Clear and timely communication can facilitate the payment request process and 
ensure a rapid response.



3.4. Dispute Management and Complaint 
Resolution
Dispute management and complaint resolution are crucial aspects in the context of bank guarantees. When 
a dispute arises between the involved parties, it is important to address it promptly and efficiently to avoid 
delays and potential financial damages. Usually, the process of dispute management and complaint 
resolution follows some common phases:

Identification of the Dispute
The first phase involves the identification of the 
nature and subject matter of the dispute. This 
can arise from a misinterpretation of the 
contractual terms, a breach by one of the parties, 
or other issues related to the use of the bank 
guarantee.

Negotiation and Conciliation
Often, the first option to resolve a dispute is to 
seek a solution through negotiation and 
conciliation. The involved parties come together 
to discuss the outstanding issues and try to reach 
a reasonable agreement. In this phase, it is 
important that both parties are committed to 
resolving the dispute in a fair and balanced 
manner.

Arbitration
If the negotiations do not lead to a satisfactory 
resolution, the parties can opt for arbitration. 
Arbitration is the process in which a neutral third 
party, the arbitrator, examines the dispute and 
makes a binding decision for the involved parties. 
This alternative dispute resolution solution can be 
faster and more cost-effective compared to 
ordinary courts.

Legal Action
In more complex cases or when the parties fail to 
reach an agreement through negotiation or 
arbitration, legal action may be necessary. This 
involves initiating judicial proceedings in a 
competent court, where the evidence is 
evaluated, and a decision is made by the judge. 
Legal action can be a longer and more costly 
path, but in some cases, it may be the only way 
to obtain an adequate resolution.

In the context of bank guarantees, it is often advisable to resort to the ICC as the arbitral entity. The ICC is a 
renowned international organization that deals with the resolution of commercial disputes through 
arbitration. There are several reasons why the ICC is often chosen as the arbitral entity in disputes related to 
bank guarantees:

Advantages of ICC Arbitration
Neutrality and Impartiality: It ensures the impartiality and neutrality of the appointed arbitrators to resolve 
the disputes. The ICC arbitrators are experienced professionals in the field and are selected based on their 
competence and knowledge of international laws and commercial practices. This ensures that the decisions 
made are objective and based on the applicable laws and norms.

Expertise: It boasts extensive experience in handling international commercial disputes, including those 
related to bank guarantees. Its arbitrators have specialized expertise in the financial and commercial sectors, 
making them capable of fully understanding the dynamics and specific issues of bank guarantees.

Efficiency: It promotes efficiency in dispute resolution, ensuring that the arbitration proceedings are 
conducted in a timely and effective manner. The ICC's rules and procedures have been developed to reduce 
the time and costs associated with dispute resolution, allowing the parties to obtain a prompt decision and 
an equitable solution.

International Recognition: ICC arbitration is recognized internationally. The ICC arbitral awards have a wide 
reach and are generally enforced by the courts of many countries in accordance with the New York 
Convention on the Recognition and Enforcement of Foreign Arbitral Awards.

Choosing the ICC as the arbitral entity for disputes related to bank guarantees offers a range of advantages, 
including expertise, impartiality, efficiency, and international recognition. However, it is important to note that 
the involved parties can also agree to use other arbitral entities or alternative dispute resolution methods, as 
long as they are in compliance with the applicable legal provisions and accepted by both parties.

It is important to emphasize that the management of disputes and resolution of complaints may vary 
depending on the laws and practices of the country in which the bank guarantee is applied. Therefore, it is 
advisable to consult a legal professional specialized in the field to obtain appropriate guidance and ensure 
compliance with the regulations during the process of dispute management and complaint resolution.



Chapter 4: Transmission of Guarantees
In this book, we have delved into the meaning of bank guarantees within international commercial and 
financial transactions. We have discovered how bank guarantees have become a key element in mitigating 
risks and ensuring security in a rapidly growing world of global trade. In this chapter, we will explore the 
methods that enable the transmission of guarantees, including the International Financial Messaging System 
(SWIFT) for the efficient and secure transmission of bank guarantees, along with the importance of SWIFT/BIC 
codes in the context of such transactions.

In this chapter:
Secure Transmission - We will examine how guarantees are securely transmitted between financial 
institutions

1.

SWIFT System - Discover the International Financial Messaging System that facilitates global financial 
communications

2.

Digital Solutions - Explore the modern digital methods that have revolutionized the transmission of 
financial guarantees

3.



4.1. Methods of Transmission of Bank 
Guarantees
The transmission of bank guarantees is a crucial aspect of international commercial and financial 
transactions. There are various transmission options available to ensure that the documents related to bank 
guarantees reach the involved parties in a secure and timely manner. In this section, we will examine in detail 
some of the main transmission methods used in the context of bank guarantees.

4.1.2. Transmission via Bank Courier

One of the traditional methods for the transmission of bank guarantees is the use of specialized bank 
couriers. In this process, banks or financial services institutions assign a courier to physically deliver the 
documents to the beneficiary bank or the ultimate beneficiary. This method is often preferred when a 
physical copy of the documents is required for legal or regulatory purposes. The physical copy of the 
guarantee, commonly known as the "hard copy," represents the original document that attests to the 
financial commitment of the issuing institution. This document may contain a QR code, which provides an 
additional solution for quick and secure access to the relevant information.

When the amount of the guarantee reaches a certain value, the document may be subject to notarial 
authentication. This process involves a notary public, or an authorized official, certifying the validity and 
authenticity of the document and the signatory, by affixing a notarial seal and signing the document itself. 
This procedure adds an additional layer of security and confirms that the guarantee is legally binding and 
compliant with the applicable regulations.

Although it may involve longer delivery times compared to digital methods, the bank courier offers a high 
level of security and traceability of the delivery, ensuring that the hard copy of the bank guarantee is securely 
and reliably delivered to the recipient. This is particularly important in high-value financial transactions and 
situations where rigorous control of the physical documentation is essential.

4.1.3. Transmission via Certified Electronic Mail (PEC)
Certified electronic mail is a widely used electronic transmission method for the delivery of documents 
related to bank guarantees. This system employs advanced encryption and authentication protocols to 
ensure the security of communications. In many jurisdictions, this type of email is legally recognized as a 
secure channel for the transmission of important documents. This method provides a dual guarantee, both 
for the sender and the recipient. On the one hand, it certifies and guarantees the identity of the recipient to 
the sender, also providing greater precision on the date of email dispatch. The sender, on the other hand, 
immediately receives a delivery receipt that attests to the successful transmission of the document, ensuring 
traceability and legal validity.

4.2. Transmission via SWIFT (Society for Worldwide 
Interbank Financial Telecommunication)
In the context of bank guarantees within commercial and financial transactions, the Society for Worldwide 
Interbank Financial Telecommunication (SWIFT) represents a fundamental element in facilitating 
communication between banks and financial institutions globally. In this section, we will examine SWIFT in 
detail, exploring its functionalities, its advantages, and the central role it plays in the process of transmitting 
bank guarantees.



4.3. What is SWIFT?
SWIFT, an acronym for Society for Worldwide 
Interbank Financial Telecommunication, is a global 
cooperative founded in 1973, headquartered in 
Brussels, Belgium. It represents the primary 
standard for international financial messaging and 
is used by thousands of financial institutions 
worldwide.

Its mission is to facilitate the secure and efficient 
exchange of financial information between 
banks and other financial institutions, thereby 
contributing to the integrity and stability of the 
global financial system.

4.4. The role and functions of SWIFT in bank 
guarantees
SWIFT plays a crucial role in the transmission of bank guarantees, ensuring that the details of these 
transactions are communicated securely and efficiently between the involved banks and other stakeholders. 
Here is a detailed analysis of the main functions of SWIFT in bank guarantees:

4.4.1. Standardization of messages
SWIFT standardizes the messages used in financial transactions, including those related to bank guarantees. 
This means that essential data, such as the guaranteed amount, terms and conditions, are presented in a 
uniform format that is easily interpretable by all participating banks and financial institutions.

4.4.2. The MT code
SWIFT (Society for Worldwide Interbank Financial Telecommunication) messages are used for 
communication between financial and banking institutions worldwide. These messages use a standardized 
format of codes, known as MT (Message Type), to identify the type of message and its function. Each MT code 
has a specific purpose and a standardized format, ensuring that financial institutions worldwide can 
communicate effectively and securely. These codes are the fundamental building blocks of the global 
finance world and are essential for facilitating international trade and financial transactions in an efficient 
and reliable manner.

Now, let's delve deeper into the complexities of these crucial codes:

MT103 - The payment 
order
The MT103 is the daily bread 
of banks when it comes to 
international fund transfers. 
This code is used to instruct 
a bank to transfer funds 
from one account to 
another, with the ordering 
and beneficiary parties 
clearly specified. It is the 
code that ensures the 
money is directed exactly 
where it needs to go.

MT202 - Interbank 
transfers
While the MT103 focuses on 
payment orders between 
banks and their clients, the 
MT202 handles transfers 
between the banks 
themselves. This is crucial 
when it comes to massive 
flows of money between 
financial institutions.

MT700 - Standby 
letter of credit
When a payment 
guarantee is needed, the 
MT700 comes into play. This 
code is used to open a 
standby letter of credit, 
which serves as a payment 
guarantee in case of the 
debtor's default.

MT760 - Standby bank guarantee
Similar to the MT700, the MT760 is used to issue a standby bank guarantee. This type of guarantee is 
essential in many international commercial transactions and large-scale projects.



SWIFT Message Types and Security 
Features
MT705 - Standby Letter of Credit Request Message
The MT705 code is used to request a standby letter of credit from a financial institution. This message 
specifies the details of the requested guarantee and the related conditions.

MT940 and MT950 - Account Statements
The MT940 and MT950 codes come into play when checking and reconciling balances and transactions. The 
MT940 provides a regular account statement, while the MT950 is used to generate a final account statement.

MT799 - Free Format Message
A 'free format message' sent between banks that confirms funds or proof of deposits on a potential 
exchange. The MT799 allows banks to communicate freely with each other through the SWIFT system, rather 
than being a mechanism for transferring funds or making payments. It is also used as a pre-advice in the 
issuance of bank guarantees and documentary credits.

4.4.3. Communication Security
Security is a fundamental priority for SWIFT. All messages exchanged through the SWIFT network are 
encrypted using advanced protocols, ensuring that information is secure from unauthorized access. 
Additionally, SWIFT offers advanced authentication services for participating banks, ensuring the integrity of 
communications.

4.4.4. Speed and Efficiency
SWIFT enables the real-time or scheduled transmission of financial messages. This is particularly important in 
transactions with tight deadlines, such as bank guarantees for commercial contracts. The SWIFT network 
provides a fast and efficient communication channel to ensure that bank guarantees are transmitted and 
received in a timely manner.

4.4.5. Traceability and Reporting
SWIFT provides advanced tracking tools that allow banks to monitor the status of messages and 
transactions. This is particularly useful for bank guarantees, as the involved parties can quickly verify whether 
the documents have been successfully delivered and received.

4.4.6. Flexible Transmission Options
Banks have the flexibility to use different SWIFT transmission modes based on their needs. These include 
SWIFT Messenger and SWIFTNet, each with specific features to meet the requirements of banks and clients. 
Additionally, many other financial institutions and non-banking organizations around the world have access 
to the SWIFT system. This global financial communication network allows them to exchange messages and 
financial information in a secure and standardized manner.

Some of the key players that can utilize the SWIFT system include commercial banks, non-bank financial 
institutions, multinational corporations, government organizations, financial service providers, international 
organizations, and payment service providers. SWIFT plays a fundamental role in facilitating cross-border 
communication and financial transactions for this wide range of actors, enabling them to conduct 
international activities in an efficient and secure manner.



4.5. Advantages of Using SWIFT in Bank Guarantees
The use of SWIFT for the transmission of bank guarantees offers numerous significant advantages:

Reliability
SWIFT is known for its 
reliability and stability, 
ensuring that messages are 
delivered consistently and 
securely. With a 99.99% 
uptime, financial institutions 
can rely on the system for 
critical communications.

Global Reach
SWIFT is a global network 
used by financial 
institutions in over 200 
countries, facilitating 
communication between 
international banks. This 
vast reach makes it ideal 
for cross-border guarantee 
transactions.

Traceability
SWIFT provides extensive 
visibility and traceability of 
transactions, allowing 
banks and clients to 
monitor the status of bank 
guarantees in real-time. 
This complete tracking 
capability provides peace 
of mind to all involved 
parties.

Risk Reduction
SWIFT's advanced encryption and security protocols help reduce the risk of fraud and manipulation of 
bank guarantees. With 24/7 security monitoring, the system offers robust protection for confidential 
financial communications.

SWIFT, therefore, represents a fundamental pillar in the transmission of bank guarantees within international 
commercial and financial transactions. Thanks to its standardization, security, speed, and efficiency, SWIFT 
ensures that bank guarantees are delivered and received reliably and securely.

4.6. Selecting the Appropriate Transmission Method
The choice of transmission method for bank guarantees depends on a variety of factors, including the 
specific needs of the transaction, local regulations, and the preferences of the involved parties. It is important 
to understand the characteristics of each method and evaluate their advantages and limitations.

For example, CEM is an efficient choice for rapid communications, but its acceptance may vary across 
jurisdictions. Courier, on the other hand, offers a high degree of security but may incur additional costs and 
longer delivery times. SWIFT is particularly well-suited for international transactions that require speed, 
reliability, and compliance with international regulations.

When selecting a transmission method, financial professionals should consider:

The urgency of the guarantee issuance
Cost considerations for the particular transaction
Regulatory requirements in the countries of origin and destination
The technological capabilities of all participating institutions
The preferences and requirements of the beneficiary



Chapter 5: In-Depth Analysis of Specific 
Applications of Bank Guarantees
Bank guarantees are versatile and widely used financial instruments that provide security and protection to 
parties involved in various commercial transactions. In this chapter, we will explore in detail how to apply 
bank guarantees in different contexts, focusing on international trade, the construction and procurement 
sector, freight transportation, and other areas such as leasing, financing, and rental contracts.

Each application of bank guarantees presents unique characteristics and specific requirements that must be 
understood to maximize the benefits offered by these instruments and mitigate the associated risks. We will 
delve into the features and usage of bank guarantees in each sector, examining the different types of 
guarantees commonly employed and the key considerations to keep in mind.

With a better understanding of the specific applications of bank guarantees, you will be able to more 
accurately evaluate how these financial solutions can be implemented in the context of your business 
activities. By exploring the best practices and relevant considerations for each sector, we will provide you with 
the tools necessary to leverage bank guarantees effectively and manage the associated risks efficiently.

Key Areas of Application
International Trade
Bank guarantees play a crucial role in securing cross-border transactions and mitigating payment risks. 
These instruments provide guarantees to exporters and importers, facilitating global trade by reducing 
uncertainty.

Construction and Procurement
In construction projects, bank guarantees ensure project completion and contractual compliance. They 
protect both clients and contractors from potential delays, defaults, or other contractual breaches.

Freight Transportation
When shipping valuable goods, bank guarantees protect the goods in transit and guarantee delivery. These 
instruments are essential for managing the risks associated with logistics and supply chain operations.

Leasing and Financing
Bank guarantees secure payment obligations in various financial arrangements, including leasing 
agreements, loans, and rental contracts. They provide financial institutions with greater confidence in 
extending credit.



5.1. Bank Guarantees in International 
Trade
In the context of international trade, bank guarantees play a fundamental role in providing security and trust 
to the parties involved. Bank guarantees in international trade are financial instruments issued by a financial 
services institution at the request of an exporter or importer, to guarantee payment or fulfillment of 
contractual obligations between the parties.

Types of Bank Guarantees in International Trade
Payment Guarantee
This guarantee is used when the importer requests a guarantee from the issuing institution to ensure 
payment to the exporter. In the event of non-payment by the importer, the issuer will make the payment to 
the exporter according to the conditions set forth in the guarantee.

Performance Guarantee
Used to guarantee that the exporter will fulfill the contractual obligations, such as the delivery of goods or the 
performance of services. In the event of default by the exporter, the issuer will pay the beneficiary of the 
agreement a predetermined amount as compensation.

Advance Payment Guarantee
Used in cases where the delivered goods do not correspond to the requested specifications or are defective. 
The advance payment guarantee commits the issuer to refund the importer the amount paid in the event 
that the goods must be returned to the seller.

Standby Letter of Credit (SBLC)
The SBLC is a flexible form of bank guarantee widely used in the import-export sector. It acts as an 
irrevocable commitment of the issuing bank to make a payment to the beneficiary in the event of default by 
the applicant. The SBLC can be customized to meet the specific needs of international business transactions.

Non-Payment Guarantee
Used when one of the parties wishes to protect itself from the risk of non-payment by the other party. For 
example, the exporter may request a non-payment guarantee to ensure that the importer makes payment 
to the exporter within a specified period of time.

Regulatory Framework
Bank guarantees in international trade are regulated by international standards, particularly the Uniform 
Rules for Demand Guarantees (URDG) of the International Chamber of Commerce (ICC). These rules 
establish standards and procedures for the issuance, interpretation, and use of bank guarantees in the 
context of international trade.

Advantages in International Trade
The use of bank guarantees in international trade offers numerous advantages, including:

Payment security for the exporter: the bank guarantee provides the exporter with the certainty of receiving 
payment for the goods or services provided.
Confidence for the importer: the importer can rely on the bank guarantee to ensure the quality and 
delivery of the requested goods or services.
Reduction of non-payment risk: bank guarantees reduce the risk of non-payment or non-fulfillment of 
contractual obligations, providing a financial protection mechanism for both parties involved.
Standardization of procedures: the uniform rules established by the ICC promote the standardization of 
procedures and the interpretation of bank guarantees, simplifying the process of using these instruments 
in international trade.
Flexibility of the SBLC: the Standby Letter of Credit offers greater flexibility to the parties involved, allowing 
the customization of the conditions and terms of the guarantee to adapt to the specific needs of 
international business transactions.

Bank guarantees in international trade represent an indispensable tool for facilitating commercial 
transactions between countries, providing security and trust to the parties involved. Before using a bank 
guarantee in international trade, it is important to consult an industry expert to ensure the correct application 
of the uniform rules and practices, as well as to customize the guarantee according to the specific needs of 
the transaction.



5.2. Bank Guarantees in the Construction 
and Procurement Sector
The construction and procurement sector often requires the use of bank guarantees to ensure the proper 
execution of contracts and mitigate associated risks. In this section, we will explore some specific 
applications of bank guarantees in this sector, providing practical examples and regulatory references.

Types of Bank Guarantees in Construction
Payment Guarantees
In the construction and procurement sector, payment guarantees are widely used to ensure that the client 
makes the payments due to the main contractor or subcontractors in accordance with the contractual 
terms. These guarantees protect the beneficiaries from delays or non-payment.

Performance Guarantees
Performance guarantees are used to ensure that the main contractor fulfills its contractual obligations, 
including the completion of the work within the established timeframe. These guarantees provide the client 
with a remedy in case the contractor fails to meet the contractual commitments.

Retention Guarantees
These guarantees are used to protect the client from defects or non-conformities found in the executed 
works. These guarantees allow the client to withhold a portion of the payment due to the main contractor 
until the issues are resolved.

Bid Guarantees
Bid guarantees are required during the tendering process to ensure that the selected contractor actually 
enters the contract and provides the required performance guarantee. These guarantees demonstrate the 
contractor's seriousness in taking on the assignment in case of award.

Maintenance Guarantees
After the completion of the works, maintenance guarantees may be required to ensure that the main 
contractor provides maintenance and support services for a certain period of time. These guarantees 
protect the client from defects or malfunctions that may arise after the project's delivery.

Regulatory References
In the construction and procurement sector, bank guarantees can be regulated by specific laws and 
regulations, in addition to being governed by the contractual terms between the involved parties. It is 
important to refer to national or international regulations, such as the UNI 10200 standard or the ISO 9001 
standard, which establish standards for payment and performance guarantees in the construction sector. 
Additionally, the contracts between the parties set the specific conditions for the issuance and fulfillment of 
the bank guarantees.

SBLC in Construction
Another financial instrument used in the construction and procurement sector is the Standby Letter of Credit 
(SBLC). The SBLC is a flexible form of bank guarantee that can be adapted to the specific contractual 
requirements. It is widely used in the import-export sector to provide a payment guarantee to the parties 
involved in international transactions.

For example, a foreign contractor might require the buyer to provide an SBLC to guarantee the payment for 
the supplies. The SBLC can be issued by banks in accordance with internationally recognized rules, such as 
the ICC rules on letters of credit.

Example of SBLC Format

SBLC NO: XXXXXX
EXPIRY DATE AND PLACE: XX DAYS AFTER ISSUANCE AT BENEFICIARY'S LOCATION
APPLICANT: XXXXXX XXXXXXXXXXXX
BENEFICIARY: XXXXXX XXXXXX XXXXXX
AMOUNT: EUR X00,000.00

AT THE REQUEST OF OUR CUSTOMER, [COMPANY NAME AND ADDRESS], FOR VALUE RECEIVED, WE, THE 
UNDERSIGNED, XXXXXXXXX, HEREBY ISSUE OUR IRREVOCABLE, UNCONDITIONAL, TRANSFERABLE, DIVISIBLE AND 
WITHOUT PROTEST OR NOTICE STANDBY LETTER OF CREDIT, PROMISING TO PAY TO THE ORDER OF 
[BENEFICIARY], [REGISTERED ADDRESS] THE BEARER OR HOLDER THEREOF, AT MATURITY, THE SUM OF 
[AMOUNT] EUROS (EUR XXX,XXX,000.00), UPON RECEIPT OF YOUR FIRST WRITTEN DEMAND FOR PAYMENT AND 
WRITTEN CONFIRMATION FROM THE ISSUER SENT VIA AUTHENTICATED SWIFT THAT ALL OBLIGATIONS 
TOWARDS THE APPLICANT HAVE BEEN FULFILLED UNDER THIS STANDBY LETTER OF CREDIT ON THE MATURITY 
DATE.

SUCH PAYMENT SHALL BE MADE WITHOUT COMPENSATION AND FREE AND CLEAR OF ANY DEDUCTION, 
CHARGE, FEE OR WITHHOLDING OF ANY NATURE WHATSOEVER NOW OR HEREAFTER IMPOSED, LEVIED, 
COLLECTED, WITHHELD OR ASSESSED BY THE GOVERNMENT OF THE UNITED KINGDOM OR ANY POLITICAL 
SUBDIVISION OR AUTHORITY THEREOF.

THIS STANDBY LETTER OF CREDIT SHALL EXPIRE ON [DATE] AND ANY PRESENTATION AND/OR DEMAND MUST BE 
MADE ON OR BEFORE THE EXPIRY DATE BUT NOT EARLIER THAN FIFTEEN (15) DAYS PRIOR TO THE EXPIRY DATE 
AND SHALL BE ACCOMPANIED BY OUR ACCEPTANCE SENT VIA SWIFT MT799 PRIOR TO ANY PRESENTATION.

THIS STANDBY LETTER OF CREDIT SHALL BE GOVERNED AND CONSTRUED IN ACCORDANCE WITH THE TERMS OF 
THIS CREDIT AND THE LAWS OF XXXXX. THIS STANDBY LETTER OF CREDIT IS SUBJECT TO THE UNIFORM RULES 
AND STANDARD PRACTICE FOR STANDBY LETTERS OF CREDIT AS ESTABLISHED BY THE INTERNATIONAL 
CHAMBER OF COMMERCE, UNIFORM RULES FOR DEMAND GUARANTEES, AND UNIFORM CUSTOMS AND 
PRACTICE FOR DOCUMENTARY CREDITS (ICC PUBLICATION NO. 600)



5.3. Bank Guarantees in Freight 
Transportation
Bank guarantees play a fundamental role in the freight transportation sector, providing financial protection 
to the parties involved during the shipping process. These instruments are used to ensure that the 
contractual obligations related to the transportation of goods are properly fulfilled. In the context of freight 
transportation, bank guarantees are employed to mitigate the risks associated with payment, fulfillment of 
contractual obligations, custody, and the return of goods.

Types of Bank Guarantees in Transportation
Payment Guarantees
Issued in favor of the seller or supplier of goods, to guarantee the payment of the goods by the buyer or 
consignee. For example, in an import-export transaction, the seller might require a payment guarantee from 
the buyer to ensure that the buyer completes the expected payment. If the buyer does not pay, the seller can 
directly request payment from the issuing bank of the guarantee.

Performance Guarantees
Issued in favor of the buyer or consignee of the goods, to guarantee that the carrier fulfills its contractual 
obligations. For example, in a shipping contract, the buyer might require a performance guarantee from the 
carrier to ensure that the carrier delivers the goods in accordance with the agreed terms and conditions. If 
the carrier fails to perform, the buyer can request payment from the bank guarantee.

Custody Guarantees
Used to guarantee that the goods are properly handled, stored, and delivered during the transportation 
process. For example, for delicate or valuable goods, a custody guarantee might be required to ensure that 
the goods are treated with care and delivered in suitable condition. In case of damage or loss during transit, 
the beneficiary of the guarantee can request financial compensation.

Return Guarantees
Employed to guarantee the return of the goods to the sender or a specific destination within a certain 
timeframe. For example, in a rental or leasing contract for equipment, the lessor might require a return 
guarantee to ensure that the goods are returned upon the expiration of the contract or in case of the lessee's 
default.

Regulatory Framework
International Regulations
In the freight transportation sector, bank guarantees are subject to various international regulations and 
conventions that govern shipping contracts. For instance, the Geneva Convention of May 19, 1956, on the 
Contract for the International Carriage of Goods by Road, establishes provisions related to payment and 
performance guarantees in road transportation.

Additionally, some international organizations, such as the International Chamber of Commerce (ICC) and 
the International Federation of Freight Forwarders Associations (FIATA), have established specific rules and 
standards for the use of bank guarantees in freight transportation. For example, the ICC's Incoterms rules 
define common commercial terms used in international trade transactions, including the terms of goods 
delivery and the responsibilities of the parties.

Practical Implementation
A typical example of a bank guarantee in freight transportation could be a payment guarantee issued by a 
financial institution in favor of a supplier of goods. The guarantee might specify the guarantee amount, the 
beneficiary, the conditions for activating the guarantee, and the payment modalities. For instance, the 
guarantee could be activated in case of non-payment of the goods within a certain timeframe from the 
delivery date.

It is important to consult legal experts and freight transportation professionals to ensure regulatory 
compliance and the proper implementation of bank guarantees in the specific context of freight 
transportation.



5.4. Other Applications of Bank 
Guarantees (Leasing, Financing, Rental 
Contracts, etc.)
Bank guarantees have wide applications in various fields, extending beyond the sectors previously 
mentioned. We will further explore some specific applications of bank guarantees, including practical cases 
and references to regulatory, historical, and institutional contexts.

Main Applications of Bank Guarantees
Bank Guarantees in Leasing
In leasing contexts, bank guarantees are often used to secure the payment of the rental fee by the lessee. For 
example, a financial institution might issue a payment guarantee in favor of the lessor to ensure that the 
rental fees are paid regularly by the lessee. This guarantee provides financial security to the lessor in case 
the lessee fails to fulfill the payment obligations established in the lease agreement.

Bank Guarantees in Financing
Bank guarantees are widely used in the financing sector, particularly to provide payment or performance 
guarantees in favor of banks granting loans or credit lines. For example, a bank might require a bank 
payment guarantee to ensure the repayment of the loan in case of default by the borrower. In this way, bank 
guarantees offer greater security to banks in providing financing.

Bank Guarantees in Rental Contracts
Bank guarantees are often required in commercial or residential rental contracts. A rental bank guarantee 
might be issued in favor of the lessor to guarantee the payment of the rental fee or cover any damages or 
restoration expenses. For example, in a commercial rental contract, the lessor might require a bank 
guarantee covering a certain amount as a security deposit. In case of default by the lessee, the lessor can 
request the payment of the guarantee to cover the losses or damages.

Additional Applications
Bank Guarantees for Real Estate Transactions

Often used in real estate purchase transactions to protect the interests of the parties involved. For example, a 
buyer might require a bank guarantee in favor of the seller to guarantee the payment of the agreed-upon 
sale price in the contract.

Bank Guarantees for Preliminary Share Purchase Agreements

In the context of business operations, such as the purchase of shares, bank guarantees can be used to 
guarantee the fulfillment of preliminary agreements.

Bank Guarantees in Franchise Contracts

In franchise contracts, bank guarantees can play a significant role in ensuring the fulfillment of contractual 
obligations by both the franchisor and the franchisee.

Other Applications

Bank guarantees are also used in other contexts. For example, in the concession sector, bank guarantees 
might be required to guarantee the fulfillment of contractual obligations by the contractor. In complex 
commercial transactions, such as mergers and acquisitions, bank guarantees can be used to guarantee the 
payment of liabilities or the compliance with contractual clauses.

Regulatory Framework
Regarding the regulatory references, it is necessary to refer to national laws, regulatory standards, and 
international banking practices, such as the Uniform Rules for Demand Guarantees (URDG) published by the 
International Chamber of Commerce (ICC). These rules provide a standardized framework for the issuance 
and use of bank guarantees, ensuring greater certainty and uniformity in international transactions.

The specific applications of bank guarantees may vary depending on national regulations and specific 
sectors. It is important to refer to local laws and regulations, as well as consult qualified experts in the field for 
a proper understanding and implementation of bank guarantees.



Chapter 6: Conclusion and Disclaimer
6.1 Conclusion
This text aimed to explore bank guarantees and Standby Letters of Credit (SBLC) as fundamental instruments 
in commercial and financial transactions, analyzing their crucial role in ensuring payment and fulfillment of 
contractual obligations. Bank guarantees are instruments issued by banks in favor of a beneficiary, 
committing to make a payment if the principal debtor fails to perform. SBLCs, on the other hand, are similar 
to bank guarantees but are commonly used in international transactions to ensure payment to the 
beneficiary in case of the debtor's default.

The book has examined various types of bank guarantees and SBLCs, providing practical examples of their 
applications in different sectors. For instance, in leasing contexts, bank guarantees are often used to secure 
the payment of rental fees, offering financial security to the lessor. In financing, banks require bank 
guarantees as a requirement to grant loans or provide financing to businesses.

A significant aspect of the book concerns the historical and regulatory references related to bank guarantees 
and SBLCs. Historically, SBLCs emerged as a form of guarantee in the context of international transactions. 
With the increase in global trade and the need to mitigate the risk of default by foreign business partners, 
SBLCs have become a reliable instrument to ensure payment in international transactions.

Furthermore, the historical references have highlighted how bank guarantees have been used since ancient 
times, including Ancient Rome and the medieval period, to ensure payment and trust in commercial 
transactions. This historical context has contributed to the shaping of bank guarantees and has influenced 
the development of SBLCs as specific instruments for international transactions.

Alongside the historical references, the text has considered regulatory standards, national laws, and 
international banking practices, such as the Uniform Rules for Demand Guarantees (URDG) published by the 
International Chamber of Commerce (ICC). These rules provide a standardized framework for the issuance 
and use of bank guarantees, ensuring greater certainty and uniformity in international transactions.

Overall, a comprehensive overview of bank guarantees and SBLCs has been provided, illustrating their 
essential role in commercial and financial transactions. It has examined the different types of guarantees 
and their practical applications, also offering a historical and regulatory context for a deeper understanding 
of these financial instruments.

6.2 Credit Glorious - The Reliable Partner for Secure 
Financial Solutions in Documentary Credit
Throughout this book, the theme of documentary credit and the fundamental role played by Credit Glorious 
as a specialized partner in providing secure financial solutions in this area have been addressed on 
numerous occasions. In this chapter, we will further explore the profile of Credit Glorious and its importance 
as a reliable partner for companies operating in the context of documentary credit.

Global Presence
Credit Glorious stands out 
as a renowned financial 
institution with a global 
presence. The company 
has strategically 
positioned offices in 
London and Hong Kong, 
both recognized as 
important international 
financial centers. These 
locations allow Credit 
Glorious to be at the heart 
of the commercial and 
financial dynamics 
developing in these key 
regions.

Financial Strength
A factor that confers 
solidity and reliability to 
Credit Glorious is its strong 
capitalization and financial 
position. The company 
enjoys a solid financial 
base, allowing it to 
adequately address the 
financial needs of its 
clients. Furthermore, Credit 
Glorious is regularly 
evaluated and monitored 
by independent rating 
agencies, confirming its 
financial strength and its 
ability to provide high-
quality services.

ICC Membership
Another strength of Credit 
Glorious is its membership 
in the International 
Chamber of Commerce 
(ICC), the international 
reference organization for 
trade and commercial 
transactions. ICC 
membership represents 
further testimony to the 
credibility of Credit 
Glorious and its 
commitment to upholding 
international standards 
and best practices in the 
field of documentary 
credit.

Credit Glorious also boasts a global network of expert consultants, who provide personalized support and 
specialized advice to clients around the world. This network of consultants is composed of highly qualified 
professionals with a deep understanding of the documentary credit sector and international business 
dynamics. Thanks to this local presence, Credit Glorious can offer a customized service, tailored to the 
specific needs of its clients.

Furthermore, Credit Glorious stands out for its adoption of advanced digital platforms that facilitate the 
management of documentary credit processes in a fast and efficient manner. These platforms allow clients 
to access and monitor their transactions in real-time, simplifying communication and ensuring greater 
transparency and traceability.

The responsiveness of Credit Glorious is another aspect that has contributed to consolidating its reputation 
as a reliable partner in providing secure financial solutions in documentary credit. The company is 
committed to providing timely responses to client requests and ensuring efficient management of 
transactions, reducing waiting times and ensuring rapid execution of operations.

Credit Glorious

Credit Glorious CGPH 3 Investment Solutions, Trade Finance & We&
Credit Glorious specializes in trade finance, financial guarantees, and SBLC
solutions. Discover tailored financial services and wealth management&

6.3 Disclaimer
This document is for informational purposes only and should not be considered as financial advice. Every 
financial situation is unique, and it is recommended to consult a financial advisor to understand the best 
approach for your specific circumstances. Credit Glorious does not operate as a bank but as a financial 
institution specialized in providing solutions in the field of documentary credit. The information provided in 
this book is intended as general guidelines and not as personalized financial advice.

https://www.creditglorious.com/

