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Abstract

Making use of international loan to promote the development of
domestic economics is the common experience of many countries in
the world, including developed countries. The great development of
Anglo-American capitalism, in the eighteenth and nineteenth cen-
turies was closely related to the useness of international loans. Since
the beginning of the twentieth century, especially after the Second
World War, international loan transactions have made tremendous
contributions to economic reconstruction and development in many
countries and areas.

At present, in order to promote economic development, China
is making use of international loans on an unprecedented scale. From
1979 to 1989, $89.992 billion’ foreign capital has been introduced
into China, in which international loans reached to $ 51.734 bil-
lion.

In the course of making use of international loans, it is un-
avoidable to come across various problems. International loan trans-
action is a kind of transnational activity, involving legal system of
different countries. Compared with domestic loan transaction, the
legal problems occurred in international loan transaction are much
more complicated. Therefore, serious research into these problems is
of great importance. This book is focused on important legal prob-
lems in this field. I hope that it would provide some valuable refer-
ence to making use of international loans in our country.

This book is divided into four parts and fourteen chapters.
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Part one includes chapter 1 (introduction) and chapter 2 (docu-
mentations of international loan agreement). This part introduces
the historical perspectives on international loan, the name of the law
of international loan, the scope and forms of the law of international
loan, and the content of international loan agreement.

Part two includes chapter 3 (risks and events of default in in-
ternational loan transactions) and chapter 4 (guarantees in interna-
tional loan). This part discusses the particular risks — country risk
in international loans, points out how to analize and manage country
risk and describes various events of default as well as guarantees
which are an important legal method for lenders to transfer and re-
duce risks. In addition, it also comments on Chinese provisions in
respect of foreign guarantees.

Part three includes chapter S (acceleration of loan) and chapter
6 (set-off). Upon the occurrence of events of default, lenders may
exercise the right of acceleration and the right of set-off. When set-
off is available, it is effected unilaterally with no need for recourse to
the courts or for other outside help or co-operation. This part dis-
cusses the requirements for acceleration and set-off, borrowers’ de-
fences against acceleration, global set-off, set-off against govern-
ment agency, participant’s set-off and banker's set-off.

Part four includes chapter 7 ( prejudgment attachment), chap-
ter 8 (jurisdiction), chapter 9 (the applicable law), chapter 10 (in-
ternational loans and the act of state doctrine), chapter 11 (interna-
tional loans and the theory of state immunity), chapter 12 (interna-
tional loans and foreign exchange regulations), chapter 13 (interna-
tional loans and arbitration) and chapter 14 (the defences available
t0 borrowers). The lending bank’s setting-off deposits of the bor-
rower against the accelerated loan will in most cases not discharge
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the loan in full. To collect its debt in full the bank may seek other
remedies against the borrower, for example, to sue the borrower in
a court. This part discusses the main problems relating to a lawsuit
and arbitration, such as the law of prejudgment attachment and ju-
risdiction in the United States, Great Britain, France and former
Federal Republic of Germany, prejudgment attachment against
sovereign borrowers, and the choice of law and forum. In addition,
it also discusses the problems about the act of state doctrine, the
theory of state immunity and the recognition of foreign exchange
regulations, which have important influence on courts’ jurisdiction
and application of governing law. Finally, it focuses on the various

defences available to borrowers.
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