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THE RULE OF LAW
IN MONETARY AFFAIRS

The global financial crisis and the subsequent sovereign debt crisis in
Europe demonstrated that the relationship between law and economics
in the design of the monetary system must be revisited. International
monetary affairs are usually conducted via domestic monetary policies
which are formulated by independent central banks and informed mainly
by economics, without much room being left to substantive law. Based on
the 2012 World Trade Forum, this volume brings together leading
scholars, practitioners and policy-makers in international economic
law in order to examine the potential of law and legal methodology to
contribute to international monetary stability. It explores the links
between and lessons to be learnt from existing international investment
and trading systems and studies some specific policy issues which have a
direct impact on monetary affairs, such as exchange rate policy, sovereign
debt, taxation, competitiveness, trade imbalances, austerity programmes
and human rights.

THOMAS COTTIER is Managing Director of the World Trade Institute
and Professor of European and International Economic Law at the
University of Bern, Switzerland.

ROSA M. LASTRA is Professor in International Financial and Monetary
Law at the Centre for Commercial Law Studies, Queen Mary University
of London.

CHRISTIAN TIETJE is Professor of International Economic Law,
Director of the Institute of Economic Law and Director of the
Transnational Economic Law Research Center at the Law School,
University Halle, Germany.

Lucia SATRAGNO is a Doctoral Fellow at the World Trade Institute,
University of Bern.
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PREFACE

The World Trade Forum series was established in 1997 as a meeting hub
for academia, policy-makers, international organisations and civil soci-
ety representatives, with the aim of addressing some of the most perti-
nent questions facing the international trading system. The global
financial crisis of 2007-9 gravely affected international trade, and
although it was able to recover, high levels of protectionism are still
being kept at bay. Hence, fundamental questions remain as to the role of
law and legal principles in monetary affairs. Much attention has been
paid to the law regulating financial services and to the supervision of
private banking but much less has been given to monetary issues, albeit
the two cannot be separated. The matter is essentially left to economic
analysis, models and policy-making and the law plays little or no role in
defining the monetary policies of central banks worldwide. It has been
limited to allocating regulatory and discretionary powers, essentially
safeguarding the independence of central banks. The rule of law in
monetary affairs is thus both a provocative and a normative programme
that we intend to explore in this volume.

Based upon the experiences in the field of trade regulation and invest-
ment, the World Trade Forum 2012 seeks to expound the potential of
legal principles and substantive norms, beyond allocation of powers and
the establishment of institutions. It explores the legal foundations and
evolution of monetary affairs and the main policy and procedural issues
by discussing its relationship with the international trading and invest-
ment systems, in particular the lessons to be learnt from the institutional
architecture of the World Trade Organization (WTQ), its global rules on
trade and its dispute settlement mechanism.

This book is based upon papers presented at the World Trade Forum
held in October 2012 at the World Trade Institute, University of Bern,
Switzerland. It brought together leading scholars and practitioners and
policy-makers from the monetary and trade fields in an effort to learn
more about the role and rule of law in what may be called trade in
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