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INTERNATIONAL GUARANTEES
– a quest ion of compensat ion

Doing business with companies abroad is not the
same as doing business with Danish companies. 
Distance alone can make a dif ference. Both parties
may experience unpleasant surprises, which can
make it dif f icult for them to meet their contractual
obligations. Therefore, the parties will often require
some kind of security, such as an international 
guarantee. 

What is an international guarantee?
An international guarantee is a simple and practical 
way of ensuring that a business or its trading partner 
receives compensation in the event of breach of 
contract. There are several types of guarantee, and a 
contract can include more than one type. An overview 
of the various types of guarantee is provided on the 
next page.

Important aspects
• The conditions in the home country of your 

trading partner 
It is important to be aware of the conditions in 
the countries you trade with – and that you 
consider all terms and conditions and make your 
own terms and conditions clear before you sign 
a contract. 

Practice in Denmark does not necessarily match
practice abroad. For instance, in some countries, 
it is quite normal not to respect the expiry date of 
a guarantee. Local law may also require the 
guarantee to be issued by a local bank against 
Danske Bank’s counter indemnity. Danske Bank 
issues a counter indemnity when the Bank has 
requested the correspondent bank to issue a 
guarantee and the correspondent bank requires 
security in the form of a guarantee (a counter 
indemnity) from Danske Bank.

• Order is very important
The order of individual banking transactions is 
very important in connection with projects 
abroad. For instance, exporters often require 
documentary credits as security for payment of
goods, and importers require a bank guarantee 
to ensure that work is carried out or goods are 
delivered. Which should be issued first – the 
documentary credit or the guarantee? 

In few cases, an importer abroad has made a 
claim under an issued guarantee before the 
Danish exporter in question has even seen the 
documentary credit (to make a claim under a 
guarantee means that the importer requires 
payment under the guarantee because of breach
of contract). This can be avoided by including the 
guarantee as one of the documents required 
under the documentary credit, that is, by making
the guarantee subject to the terms of the 
documentary credit.
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INTERNATIONALE GARANTIER
- et spørgsmål om erstatning

• Payment under international guarantees
It is important that you and your trading partner 
agree on the terms for meeting claims under the
guarantee. Should payment take place against a 
simple declaration of breach (guarantee payable
on first demand) or should the bank wait for a 
settlement between the parties – or, alternatively,
a court decision (guarantee payable by agreement
between the parties or a judicial decision)? 

This must be clearly stated in the text of the 
guarantee so that all parties know when a claim
must be met. We know from experience that the
latter type of guarantee is not accepted in some
countries.

We recommend you to ask us for advice with 
respect to the text of the guarantee.

The parties to a guarantee
1. The guarantee applicant – the party requesting 

the guarantee
2. The guarantor – the bank that guarantees that 

the agreed compensation amount will be paid 
if the guarantee applicant fails to meet its 
contractual obligations

3. The guarantee beneficiary – the party in favour of
whom the guarantee is issued

The most frequently used types of guarantee

Bid bond
A bid bond ensures that the party inviting a tender
(the importer) receives an agreed compensation if a
tenderer (the exporter) defaults on its obligations
under an international tender. A tender will often
not even be considered without a bid bond.

Performance bond 
A performance bond ensures that the importer 
receives an agreed compensation if the exporter 
fails to meet its obligations towards the importer. 

For instance, such failure of performance may 
relate to delivery, function or quality. A performance
bond typically covers 10-20% of the amount of the
agreement.

Advance payment bond
Advance payment bonds are used primarily in 
connection with contracts for substantial capital
goods under which it has been agreed that the
importer will pay part of the purchase amount in 
advance (often 10-30% of the amount). An advance
payment bond ensures that the exporter will pay
back the advance payment if it fails to meet its 
contractual obligations.

Retention bond
Retention bonds are used when it has been agreed
that the importer will pay the remaining part of a
purchase amount – which the importer would 
normally have retained during the guarantee period
– to the exporter before the amount falls due. A 
retention bond ensures that the exporter will pay
back this amount if it fails to meet its contractual
obligations.
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- et spørgsmål om erstatning

Payment guarantee
A payment guarantee ensures that the importer
meets its payment obligations towards the exporter.
A payment guarantee can be issued as an endorse-
ment on a bill of exchange, which is known as a per
aval endorsement. A per aval endorsement means
that a bank issues a guarantee in favour of the 
exporter and in that way ensures payment of the 
bill of exchange.  

Counter indemnity
In some countries, it is a statutory requirement that
a bank issuing a guarantee may issue the guarantee
only if it receives a counter indemnity from the bank
requesting it to issue the guarantee. A counter 
indemnity is always payable on f irst demand. This 
means that if the bank issuing the guarantee receives
a claim fulf illing the terms of the guarantee, the bank
must meet the claim immediately. 

The figure above shows an example of the use of a
counter indemnity in export trade.

1. The exporter and the importer conclude a sales 
contract.

2. The exporter asks its bank to issue a guarantee.
3. The exporter’s bank asks the importer’s bank to 

issue the guarantee against its counter 
indemnity.

4. The importer’s bank issues the guarantee in 
favour of the importer.

International guarantees in Business Online
Danske Bank’s Business Online system enables
you to handle international guarantees easily 
and efficiently. Read more in our Trade Finance 
– Business Online factsheet.   

Contact us 
Danske Bank has many years’ of experience with 
international trade, including international 
guarantees.

We are in contact with banks all over the world on a
daily basis and have therefore gained considerable
expertise in handling guarantees. And through our
global network of correspondent banks, we can 
process guarantees in allmost any country in the
world. 

If you require advisory services on international
guarantees, please contact us. 

Our contact information is available at 
www.danskebank.com/tradefinance. 

Page 3 of 3

Exporter

Exporter’s  bank Importer’s bank

1

2

3

Importer

4



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Perceptual
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile (None)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
    /Arial-Black
    /Arial-BlackItalic
    /Arial-BoldItalicMT
    /Arial-BoldMT
    /Arial-ItalicMT
    /ArialMT
    /ArialNarrow
    /ArialNarrow-Bold
    /ArialNarrow-BoldItalic
    /ArialNarrow-Italic
    /CenturyGothic
    /CenturyGothic-Bold
    /CenturyGothic-BoldItalic
    /CenturyGothic-Italic
    /CourierNewPS-BoldItalicMT
    /CourierNewPS-BoldMT
    /CourierNewPS-ItalicMT
    /CourierNewPSMT
    /Georgia
    /Georgia-Bold
    /Georgia-BoldItalic
    /Georgia-Italic
    /Impact
    /LucidaConsole
    /Tahoma
    /Tahoma-Bold
    /TimesNewRomanMT-ExtraBold
    /TimesNewRomanPS-BoldItalicMT
    /TimesNewRomanPS-BoldMT
    /TimesNewRomanPS-ItalicMT
    /TimesNewRomanPSMT
    /Trebuchet-BoldItalic
    /TrebuchetMS
    /TrebuchetMS-Bold
    /TrebuchetMS-Italic
    /Verdana
    /Verdana-Bold
    /Verdana-BoldItalic
    /Verdana-Italic
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 150
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects true
  /CheckCompliance [
    /PDFX3:2002
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError false
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (Euroscale Coated v2)
  /PDFXOutputConditionIdentifier (FOGRA1)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<


    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>



    /HUN <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 6.0 e versioni successive.)
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200036002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 6.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>


    /SKY <>

    /SUO <>
    /SVE <>
    /TUR <>

    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 6.0 and later.)
    /DAN <>
  >>
>> setdistillerparams
<<
  /HWResolution [1200 1200]
  /PageSize [612.000 792.000]
>> setpagedevice


