Understanding SWIFT Message Types for Bank Guarantees

SWIFT, or the Society for Worldwide Interbank Financial Telecommunication, is a
global messaging network that enables banks and financial institutions to
securely exchange information and instructions related to financial transactions.
One of its key applications is the issuance and management of bank guarantees,
such as Documentary Letters of Credit (DLCs) and Standby Letters of Credit
(SBLCs). Below is an overview of key SWIFT message types commonly used in
these processes:

MT700: Issuing a Letter of Credit (LC) or Standby Letter of Credit (SBLC)
The MT700 message type facilitates the issuance of letters of credit.
Process:

1. The issuing bank sends the MT700 to the advising bank, which then
forwards it to the beneficiary.

2. The MT700 includes critical details such as the terms and conditions of the
credit, the credit amount, and its validity period.

3. The beneficiary verifies the authenticity and ensures all terms are
acceptable.

4. Upon agreement, the beneficiary can use the MT700 to secure financing
from a third-party bank.

MT710: Confirmation of Document Receipt

The MT710 is used to confirm that the issuing bank has received and reviewed
the required documents.

Process:

1. The beneficiary submits the necessary documents to the issuing bank.

2. The issuing bank verifies the documents' compliance with the LC or SBLC
terms and sends an MT710 to the advising bank.

3. The advising bank forwards the MT710 to the beneficiary, confirming
document review.

4. The beneficiary may use the MT710 to request payment from the issuing
bank.



MT760: Issuance of a Standby Letter of Credit (SBLC)
The MT760 facilitates the issuance of an SBLC and acts as a formal guarantee.
Process:

1. The issuing bank transmits the MT760 to the beneficiary, outlining the

terms, conditions, amount, and validity of the SBLC.

The beneficiary verifies the details and ensures all terms are acceptable.

3. Once agreed, the beneficiary can use the MT760 as collateral to obtain
financing from a third-party bank.

N

MT799: Pre-Advice and Communication

The MT799 is used as a pre-advisory message to establish preliminary
communication between banks.

Process:

1. The issuing bank sends an MT799 to the advising bank to confirm the
existence of an LC or SBLC and verify that the required conditions have
been met.

2. The advising bank forwards the MT799 to the beneficiary, confirming the
LC or SBLC'’s validity.

3. The beneficiary can use the MT799 as evidence to secure financing or
prepare for further transactions.

Conclusion

Understanding SWIFT message types like MT700, MT710, MT760, and MT799
is essential for effectively managing bank guarantees such as DLCs and SBLCs.
Each message serves a specific purpose in ensuring accuracy, transparency,
and security during financial transactions. By mastering these processes, parties
can streamline operations, reduce errors, and ensure successful transaction
outcomes.

As the global financial landscape evolves, staying updated on SWIFT protocols
and procedures will remain crucial for maintaining efficiency and competitiveness
in international trade and banking.
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