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Foreword

To mest the needs of China’ s financial service industries after
her entry into WTO, a series of textbooks on finance written in Eng-
lish is being compiled by the Finance Department of Beijing Language
and Culture Dniversity and will be published in the next few years.

This series is designed for the undergraduates of tinance depart-
ments across the country, those who want to carry out their
advanced studies in the field of finance abroad, and those who have
already worked in the financial service industries for many years but
up to the presert have had littie exposure to English.

The series covers the major sub-disciplines within finance including,
among others, Foreign Banking Law, International Trade, International
Finance, Financial Markets, Money and Banking, International Settle-
ment, interational Credit, Microeconomics and Macroeconomics,
Essentials of Accounting, Financial Accounting, Accounting Analysis
and Corporate Finance,

The series has the following features:

It provides the reader with up-to-date information on finance;

- It lays emphasis o the mastery of basic concepts and basic

theories;

-1t supplies the reader witt enough case studies (0 develop his

analytic ability:

It addresses the subject matters in a systerric and coherent

way;

*1t is written in simpie English 1o enhance readability.

The ccmpilers of the series (listed in the aiphabetical order)
are:



Al Kang, Associate Professor of Finance at Beijing Language
and Cutture University;

Chen Qingbai, Professor at University of International Business
and Economics;

Liu Ke, Professor of Finance at Beijing Langsage and Cuiture
University ;

Qiu Zhikun, Associate Professor at Befjing Language and Culture
Uriversity;

Su Qin, Assocciate Professor of Finance at University of Interna-
tional Business and Economics;

Wu Jinghong, Lecturer of Finance at Beijing LangLage anc Cul-
tu.e University

Xin Bin, Associate Professor of Finance at Beijing Language and
Culture University;

Xu Jingian, Associate Professor of Finance at Beijing Language
and Culture University.

Fang Lt

Professor and Dean

College of Foreign Languages

Beijing Language and Culture University



Preface

The aim of this book is to outline the law relating to banking husi-
ness chiefly in the US and the UK.

This book has been compiled for the following categories of people:

(1) Students majoring in money and banking and international
economic law;

(2) Those who are going to work or are already working in the
fields of foreign banking;

(3) Those who want to study husiness management in the United
States and Britain;

(4) Those who intend to take the Financial English Test (inter-
mediate level) given by the People’s Bank of China; and

(5) Those who practise foreign banking law,

Because this book is in English, users, no matter what they are,
may receive five benefits from this book which include: to review and
consolidate their basic English, financial English and their knowledge
of money and hacking; to enrich their knowledge of banking law and
help those who intend to apply for jobs in foreign banks or Chinese
banks operating abroad after China’s entry into the WTO.

This book is composed of seven parts: Part One is a general intro-
duction to law; Part Two deals briefly with banking; Part Three gives
a general picture of American banking law which includes banking reg-
ulations, chief modern banking legislation, agency, trusts, megotiable
instruments, insurance and securities law; Part Four is on English
banking law including banking regulations, major laws relating to
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banking passed by the parliament in the itwentieth century, contracts,
torts, cheques, company law, etc. Part Five: the continental banking
law; Part Six: letter of credit law; Part Seven: Canadian money-laun-
dering law. Also included in the book are two annexes: 1. American
law relating t money laundering, and 2. The Core Principles for Ef-
fective Banking Supervision worked our by Basle Committee on Bank-
ing Supervision (with Chinese translation).

1 would like to express my thanks to m); daughter, my wife, my
students and professors Guo Fei and Li Mei for their useful assistance

and their valuable encouragement in the preparation of this book.

Chen Qingbai
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Part One

Law in General
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A General Introduction to Law

Law concerns the relations of individuals with one another as they
affect the social and economic order. It is both 1the product of civiliza-
ticn and the means by which civilization is maintained. This is the
opinion of many Western legal scholars.

Definition

There is no universally accepted definttion of law. Different peo-
ple and different classes have different ways of defining the word
“law”. But the following two may be of help to us at this stage.

(1) Law is the expression of the will of the ruling class, which
belongs to the superstructure. It is determined by the economic foun-
dation and in turn it serves the economic foundation.

Apparently this is the definition given by the working class. This
is a Marxist definition.

(2) Law refers to a set of rules administered and enforced by the state.

This is a common definition given by Western legal scholars.

I think these two definitions are perfectly adequate for our present

purposes.

Functions of Law in the West

It is generally recognized in the developed countries that law per-
forms the following three essential functions.

The first and alsc the primary function of law is to maintain sta-
bility in the social, political and economic system while at the same
time permitting changes. The law accomplishes this basic function by
performing a number of specific functions, among which are dispute

2



