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The legal framework for international trade consists of four interlocking sets of contractual 
relationship: the underlying sale contract whereby goods or services are sold internationally; a 
contract for the international carriage of goods by land, sea or air; insurance policies covering loss 
of, or damage to, the goods; and the international banking contracts between the sale parties and 
banks financing the transaction. This module focuses on the financing aspect of international trade, 
although a key theme of the course is that this aspect cannot be seen in isolation from the other 
sale, carriage and insurance aspects of trade operations. This module will examine the various 
mechanisms that are used to effect payment pursuant to the terms of the sale contract and that are 
used to incentivise performance of that agreement. This module will focus in particular on the 
documentary letter of credit as the principal means of financing international sales, although other 
financing techniques will also be considered. 
  
This module will be of interest to students who have studied other aspects of international trade 
(such as the international sale of goods or the international carriage of goods) and/or who have an 
interest in banking law or the operation of complex contractual and financial structures. The module 
will in particular focus upon the intersection between core contractual, tortious and trust concepts 
and central commercial law concepts (such as assignment, security and negotiable instruments) as 
building blocks in the development of complex commercial and financial structures in the trade 
context. A strong background and interest in the scope and use of core private and commercial law 
concepts and principles is essential to succeeding in the module. There will also be an opportunity to 
consider the standardised documentation used in trade finance operations. 
 
By the end of the Trade Finance Law module participants should be able to: 
 

1. Demonstrate awareness and understanding of the principal mechanisms devised for the 
purposes of effecting payment or incentivizing performance of international sales 
transactions and, in particular, the legal and economic framework within which these 
instruments operate.  
 

2. Describe and explain the legal and economic differences between the different methods of 
trade finance and the fundamental legal concepts and doctrines underlying the financing of 
international sales transactions. 

 
3. Describe and explain the key aspects of the harmonised regimes applicable to trade finance, 

including the juridical nature of those regimes and their inter-relationship with domestic law 
concepts. 
 

4. Be familiar with and apply the range of approaches adopted by different jurisdictions to 
issues not covered by the harmonised regimes. 

 
5. Be familiar with the standardized documentation underlying trade finance operations. 

6.    Have developed an awareness and understanding of international litigation arising out of 
trade finance operations, including the documentary and non-documentary rights of 
recourse available to the parties and the jurisdictional and choice of law issues that arise out 
of trade finance litigation. 

 

The module will be taught in seminars divided into broadly the following topics:  
 
SEMINAR ONE:  Introduction to Documentary Letters of Credit: methods of financing international 
sale transactions; the notion of an ‘abstract payment undertaking’; structure, function, and 



classification of letters of credit; introduction to UCP 600 and related instruments and their 
relationship with domestic law; introduction to key concepts and fundamental principles underlying 
documentary letters of credit; mechanics of issuing a documentary letter of credit. 
 
SEMINAR TWO: The ‘Contractual Matrix’: relationship between the applicant and beneficiary; 
relationship between the applicant and issuing bank; relationship between the issuing bank and 
beneficiary; amendments to the letter of credit. 
 
SEMINAR THREE: The Correspondent Bank and Third Parties to the Letter of Credit: advising bank, 
confirming bank, transferring bank, negotiating bank, nominated bank, and collecting bank; bank-to-
bank reimbursement; back-to-back letters of credit. 
 
SEMINAR FOUR: The Presentation and Examination of Documents under the Letter of Credit: 
principles of autonomy and strict compliance; general documentary requirements and the problem of 
originality; requirements for particular documents, including transport documents, insurance 
documents, commercial invoices and drafts; payment under reserve, payment against indemnity and 
trust receipts. 
 
SEMINAR FIVE: The Autonomy Principle and its Exceptions (Part 1): the autonomy principle; 
exceptions to the autonomy principle relating to fraud, nullity, illegality and unconscionability; fraud 
and interlocutory injunctions; rights of recourse for payment against forged or fraudulent 
documents; the effect of fraud on the reimbursement obligation. 
 
SEMINAR SIX: The Autonomy Principle and its Exceptions (Part 2): the autonomy principle; 
exceptions to the autonomy principle relating to fraud, nullity, illegality and unconscionability; fraud 
and interlocutory injunctions; rights of recourse for payment against forged or fraudulent 
documents; the effect of fraud on the reimbursement obligation. 
 
SEMINAR SEVEN: Rights of Recourse under Letters of Credit: beneficiary’s remedies for dishonour; 
paying bank’s documentary and non-documentary rights of recourse. 
 
SEMINAR EIGHT: Amendments, Transfers and Assignments: amendment of credit terms; 
transferability of credits; assignments of proceeds; legal and equitable assignments. 
 
SEMINAR NINE:  Default Payment Undertakings: standby letters of credit; first-demand guarantees; 
performance bonds; export credit guarantees. 
 
SEMINAR TEN: Electronic and Other Forms of Trade Financing: digitalisation of trade financing; 
electronic credits; blockchain technology; alternative methods of trade financing. 
 
SEMINAR ELEVEN: Abstract Payment Undertakings and the Conflict of Laws: jurisdiction; 
recognition of foreign judgments; choice of law. 
 
SEMINAR TWELVE: Revision session 


