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Subject: On the Legal Issues of Negotiation under Documentary Credit

Author & unit: SHEN Sibao JIANG Qi ( Law School University of International Business and Economics Beijing 100029 Chi-
na)

Abstract: Negotiation under documentary credit is a kind of international trade financing business in Chinese banking practice
which evolved from letter of credit negotiation which is corresponding to but not equal to letter of credit negotiation internation—
ally. At present there are no specialized provisions for negotiation under documentary credit under China’ s current legal system
and there are different opinions in the theory field. In case of dispute settlement on one hand as for the nature of the financing
conduct 1i.e. the letter of credit negotiation or negotiation under documentary credit both the financing bank and the exporter/
beneficiary applying for negotiation under documentary credit are inclined to make an explanation in favor of themselves; on the
other hand in the judicial practice there are different interpretations about such financing conduct. Even more some courts took
evasive attitude not to make any comments on the legal nature of the negotiation under documentary credit. As a result the judg—
ments from various courts are not uniform and harmonious. Based on the above—mentioned reasons the article focuses on how to
resolve these issues by studying and analyzing the abovementioned problems and the newly—made judgments involving negotiation
under documentary credit and puts forward some suggestions.
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