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Legal Analysis on the Liability of Banks in International Collection

CHEN Zhi-dong

(Law School, Fudan University, Shanghai 200433,China)

Abstracts: Collection is one of the major ways of payment in international trade. Four parties from two
countries are generally involved in the collection transactions. However, the legal relations among the

parties are, more or less, governed by international business practices, as almost no country has
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adopted a specific statute in this aspect. So far the Chinese legal circle has yet carried out systematic
research with respect to the liabilities of banks in case disputes come out between the principal and
banks during the process of collection. The misunderstanding toward the application of law and legal
relations has already resulted in the incorrect dealing with the disputes involving international collection
by certain Chinese courts. This article explores the legal relations among the principal, remitting bank
and collecting bank with relevant foreign and domestic cases, and clarifies the relationship between the
application of international business practices and the application of domestic law. Based on the
analysis of subjects, litigation grounds and principle of liability in the litigation involved in a collection
dispute, the Author has put forward the personal point of view: in determining whether the banks
breaches their obligation of good faith and reasonable care URC 522 should be applied; while in
determining the liability of banks in terms of breach of obligation, the domestic law should be applied.

Key words: Collection; International Collection; Liability of Banks
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