
INTERNATIONAL BUSINESS SERIES

For many years, the U.S. dollar (USD) has been 

the world’s dominant currency. This fact has led 

many U.S. businesses to erroneously assume 

that all foreign trade partners prefer to do  

business in USD, and that this payment method 

is easiest because the foreign exchange process 

is time consuming and complex. 

In reality, advances in technology make paying 

and receiving payments in local currency just 

as easy as paying in USD. Furthermore, both 

importers and exporters can reap multiple  

benefits by using a local currency strategy 

when engaging in international trade. 

Paying in Local Currencies:  
A Smart Decision for Both  
Importers and Exporters

Better Exchange Rates 

By dealing in local currencies, importers and  
exporters can avoid the unfavorable exchange  
rates often offered by foreign banks. Instead,  
your business can leverage an existing relationship 
with a local bank to receive preferential rates,  
which helps put you in control of the conversion 
process. 

In addition, by pricing in local currency terms,  
the decision whether or not to actively manage  
exchange rate risk can be made internally.  
Some companies may choose to hedge specific  
transactions while others will take a more generic 
approach. An example of the latter would be to lock 
in exchange rates for a percentage of anticipated 
transactions on a quarterly basis.
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Pricing Discounts

Importers who pay for goods in the local currency 
may benefit from suppliers who offer a lower price  
on the goods purchased. When importers remove  
the exchange rate risks associated with converting 
USD to the local currency, suppliers are more likely  
to offer customers a 1% to 5% discount on the  
transaction. For example, a discount of only 1%  
can save an importer $10,000 for every $1 million 
paid to suppliers. 

Brand Loyalty

While often overlooked because it’s difficult to  
quantify, brand loyalty — and the repeat purchases 
associated with it — can be earned by saving foreign 
trade partners the hassle and risks associated with 
currency conversion. This benefit is particularly  
important for exporters whose products are  
commoditized. In this scenario, the pre-determined 
exchange rate allows international buyers to know 
the exact cost of what they’re purchasing and the 
profit margin to be made on each sale, time and time 
again. It eliminates surprise costs which can be a 
leading cause of failed business relationships.

When importers take ownership of the exchange 
rate process, foreign suppliers will sometimes extend 
the payment period for the goods purchased. This 
prolonged timeframe gives importers more time to 
recoup investments and conserve cash before paying 
the supplier.

In a highly competitive environment, importers and 
exporters should not overlook the positivity and 
brand dedication that can be earned by simplifying 
the financial component of a business relationship.

Speed of Payment

Exporters are usually paid sooner when they submit 
invoices in the importer’s local currency, as compared 
to invoicing in USD. This is because the importer’s  
local bank, and other potential intermediaries, does 

not need to be involved in the currency exchange 
process. By reducing the number of parties involved, 
the financial transaction is more likely to be settled 
faster. 

The same rationale applies to having a multi-currency 
account in your customer’s country. By eliminating  
the currency exchange process and depositing money 
directly into your foreign account, the payment  
process is expedited.

Why UMB for International Payments?

UMB Bank is a member and shareholder of the  
Society for Worldwide Interbank Financial  
Telecommunication (SWIFT), the secure global  
telecommunications network of international banks 
that enables and expedites the movement of money 
overseas. SWIFT is used by more than 11,000
financial institutions in more than 200 countries
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and territories around the world. As a member,
we are able to streamline the process of making
or receiving international payments.

We also offer a full suite of products and services
to help you succeed in the global marketplace.

•  Secure Online Platform: UMBfxSM is our web-based 
foreign exchange trading system. It facilitates all  
foreign exchange transactions and enables companies 
to monitor currency markets in real-time, obtain 
competitive pricing and execute the transfer of 
funds to foreign countries in local currency (where 
available) or USD.

•  Multi-Currency Accounts: To make foreign currency 
transactions as easy as possible, we also offer 
multi-currency accounts in 14 currencies. These 
accounts enable importers and exporters to pay 
and receive funds in the same foreign currency, 
which minimizes a potential loss due to currency 
fluctuations.

•  Foreign Exchange Contracts: To better protect 
against risk, we offer Spot and Forward FX 
contracts in all major — and some minor — 
currencies. With Spot FX contracts, importers 

and exporters can lock-in exchange rates for a 
sale to take place in the next few days, while 
Forward FX contracts enable trade partners to 
lock-in exchange rates for the sale of a product 
at some point in the future.

•  Letters of Credit: To reduce payment risk, we 
can create letters of credit for both importers and 
exporters. For importers, letters of credit reduce 
payment risk because suppliers must comply with 
the terms in order to receive payment. For exporters, 
the letters provide security in knowing that you will 
be paid in compliance with the terms once you have 
shipped the product.

•  EXIM Bank Relationship: UMB Bank has a 
long-standing relationship with the Export-Import 
Bank of the United States (EXIM). In a situation 
where an exporter has insufficient funds for an 
unusually large order, the EXIM Bank can provide a 
guarantee to UMB Bank, allowing us to increase an 
exporter’s commercial line of credit to finance the 
transaction. For exporters, this support could mean 
winning a deal that could have been lost due to 
insufficient funds.
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UMB is here to help you achieve your international business objectives. For more 
information on our Foreign Exchange services, please visit UMB.com/International.


