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A Complete Guide to Common International Trade Terms:
EXW, FOB, CFR, CIF, DAP, DPU, DDP, etc., Helping You
Clearly Understand Their Respective

Responsibilities

In international trade, how are the rights, obligations, and risks
between buyers and sellers allocated? This depends on the agreed

trade terms.

This article interprets seven common international trade terms in
order from the least to the greatest seller obligations, helping you
quickly understand the core points of each type and clearly

distinguish their respective responsibilities.

I. EXW (Ex Works)

Ex Works

EXW is the trade term with the least obligation on the seller. Under
this term, the seller only needs to make the goods available at its
own premises (factory or warehouse) for the buyer to collect. The

risk transfers at the moment the goods are placed at the buyer's
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disposal. The seller is neither responsible for loading the goods onto
the transport vehicle arranged by the buyer nor for any export

customs clearance procedures.

It should be noted that under EXW, the buyer must arrange
transportation to collect the goods and is responsible for export
customs clearance, international freight, insurance, and import
clearance at the destination port. If the buyer does not have an
agent in the export country, practical operations may face many
inconveniences. Therefore, this term is usually suitable where the

buyer has strong operational capabilities in the seller’s country.
Il. FOB (Free on Board)
Free on Board (Port of Shipment)

FOB is one of the most commonly used trade terms in international
sea transport. The seller is responsible for delivering the goods to
the port of shipment and bears all costs and risks up to the point the
goods are loaded onto the vessel nominated by the buyer, including

domestic transportation, port charges, and export customs
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clearance. Once the goods are on board, the risk transfers to the

buyer.

Under this term, the seller is not responsible for chartering or
booking space, nor for international freight or insurance, all of which
are arranged by the buyer. The buyer also bears the risks during
transportation and handles import customs clearance at the
destination port. FOB clearly defines the seller’s responsibilities and

is therefore widely used in practice.

lll. CFR (Cost and Freight)

Cost and Freight

CFR, like FOB, is a sea transport term based on shipment at the port
of origin, and the risk transfer point is also when the goods are
loaded onto the vessel. The difference is that under CFR, in addition
to bearing export clearance and pre-shipment costs, the seller must
also pay the international freight to transport the goods to the

destination port.
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It should be noted that although the seller pays the freight, the risk
during transportation is still borne by the buyer. The buyer must
arrange insurance independently and handle import customs
clearance. This term is suitable where the buyer wishes to control
insurance arrangements but prefers not to handle the complexity of

freight payments.

IV. CIF (Cost, Insurance and Freight)

Cost, Insurance and Freight

CIF further expands the seller’s obligations based on CFR. The seller
must not only pay the international freight but also procure
minimum insurance coverage for the buyer (typically Institute Cargo
Clauses (C)). The seller is responsible for concluding the insurance
contract and paying the premium, but the risk transfer point remains

when the goods are loaded onto the vessel at the port of shipment.

It should be noted that although the seller arranges the insurance,
any loss or damage during transit is claimed by the buyer from the

insurance company. The seller only assumes the obligation to
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procure insurance and does not bear the transportation risk. This
term is suitable where the buyer wishes to simplify insurance
arrangements and have the seller handle both transport and

insurance.

V. DAP (Delivered at Place)

Delivered at Place

DAP applies to any mode of transport and is commonly used in
door-to-door delivery. The seller bears all costs and risks of
transporting the goods to the named place of destination, including
international transportation, insurance, and export customs
clearance. Risk transfers only when the goods are delivered to the

named place and are ready for unloading by the buyer.

Under this term, the buyer’'s responsibilities are relatively simple:
handling import customs clearance, paying related duties and taxes,
and arranging unloading. The seller is not responsible for unloading

and does not handle import clearance. This term provides a
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balanced allocation between the seller's transportation

responsibilities and the buyer’'s import obligations.’

VI. DPU (Delivered at Place Unloaded)

Delivered at Place Unloaded

DPU is the only trade term that explicitly requires the seller to bear
the obligation of unloading. Under DPU, the seller must not only
transport the goods to the named place of destination but also
unload them from the means of transport before delivery to the

buyer, at which point the risk transfers.

This means the seller bears all risks and costs associated with the
unloading process. Compared to DAP, DPU involves a deeper
delivery point and greater seller responsibility. This term is suitable
where the seller is required to assist with unloading at destination,

such as when unloading is complex or the buyer lacks the capability.

VIil. DDP (Delivered Duty Paid)

Delivered Duty Paid
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DDP is the trade term with the greatest obligation on the seller. The
seller bears all costs and risks of transporting the goods from the
country of export to the named place in the country of import,
including international transportation, insurance, export clearance,
import clearance, and payment of import duties. The buyer only
needs to receive the goods at the destination without handling any

transportation or customs procedures.

Under this term, the seller assumes full responsibility for the entire
logistics and customs clearance process, and therefore the
quotation is correspondingly the highest. When choosing DDP, the
seller must ensure it has the capability to handle import clearance in
the destination country or has reliable local agents. For the buyer,
DDP is undoubtedly the most convenient option, requiring minimal

involvement.

The above seven terms cover most of the common trade terms in
international trade. To make it clearer, the key points have been

summarized in a table format for easy reference:
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Trade 2 . Export Customs Import Customs
Terms Termsr Chinese Meaning Clearance Clearance| Responsibility/Cost
The seller prepares the | When the seller
Ex Work goods at the faciory, | delivers the goods B Il Il B
EXW OrKS | collects the goods atto | to the buyer at uyer | Seller Seller uyer
factary by tinemselves | the factory
Frooon [ st hen the gocs
FOB feson o2 crosstheeshipsotthd  Buyer | Seller | Seller | Seller
Board onto the goods at the ol sherent
factory by themselves P P
On the basis of FOB, | When the goods
. | the seller also needs | cross the ship's
CFR Costand Freight = " "\ <<l rall at the post of Buyer | Seller | Seller Seller
designated by the buyer | shipment
On the basis of COR, | When the goods
Cost, Insurance| the seller also needs to | cross the ship’s rail
CIF and Freight | bear the intesportation | at the port of Seller Seller Seller Seller
cost of the goods shipmiing)
On the basis of CFR, | When the seller
the seller also needs | unlioads the goods
DAP | Delivered at |to pay the intemational | the designated des=| Buyer | Seller | Seller Seller
Place transportation cost of | nation and delivers
the goods them to the buyer
. When the seller
On the basis of DAP, unloads the goods
Delivered at | the seller also needs s =
DPU : atthe designstufan | Buyer | Suyer | Suyer | Seller
Place Unloaded| to the fesponSIble for | pusaed) ent vineas to y y y
unloading) the buyer
The seller toranspnsible | The seller transpures
Delivered Duty the transporton o atthe imort custam
p the goods to thamport | tax paymentoocoonn
DDP Paid custonad destination the buyer onj takes Buyer Buyer Buyer Seller
and chumnieleaob- delivery of the gods
soto the destination s at the destination

From EXW to DDP, the seller’s responsibilities, risks, and cost scope
gradually increase, and the price structure rises accordingly. When

selecting trade terms, both parties should determine the

appropriate term based on their respective capabilities in

transportation, customs clearance, and risk control, clearly define
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their rights and obligations, and avoid trade disputes caused by

unclear responsibilities.
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