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derived from international principles and customs, which is the rule of the bank
not dealing with goods, as banks have been keen to avoid dealing with goods as
much as possible. This is due to the fact that the nature of the bank's work is
closer to dealing with money and documents than dealing with goods and
services, as the bank often does not have the technical knowledge that qualifies
it to deal with goods. The unified international principles and customs have
enshrined this rule and then codified it directly in some domestic legislations.

This study attempts to shed light on the concept of this rule as well as the legal
provisions that result from it. This study concluded that this rule applies to all
banking operations that have a direct or indirect relationship with goods, as well
as that the bank may be held responsible towards the customer if it violates this

rule.
Keywords :banks - banking customs - goods - documents - documentary credit
- letter of guarantee.
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- Uniform Customs and Practices for Documentary Credits (UCP 600)

(Documents v. Goods, Services or Performance)

(Banks deal with documents and not with goods, services or performance to which the

documents may relate.) To view the full newsletter, see the link. https://www.trans-

lex.org/123309/_/uniform-customs-and-practices-for-documentary-credits-/#toc_2
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4. Uniform Customs and Practices for Documentary Credits (UCP 600)
Article 4
Credits v. Contracts
a. (A credit by its nature is a separate transaction from the sale or other contract on which it
may be based. Banks are in no way concerned with or bound by such contract, even if any
reference whatsoever to it is included in the credit. Consequently, the undertaking of a bank to
honour, to negotiate or to fulfil any other obligation under the credit is not subject to claims or
defences by the applicant resulting from its relationships with the issuing bank or the
beneficiary.
A beneficiary can in no case avail itself of the contractual relationships existing between
banks or between the applicant and the issuing bank).
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%_ Uniform Customs and Practices for Documentary Credits (UCP 600)
Avrticle 4
Credits v. Contracts
a. (A credit by its nature is a separate transaction from the sale or other contract on which it
may be based. Banks are in no way concerned with or bound by such contract, even if any
reference whatsoever to it is included in the credit. Consequently, the undertaking of a bank to
honour, to negotiate or to fulfil any other obligation under the credit is not subject to claims or
defences by the applicant resulting from its relationships with the issuing bank or the
beneficiary.
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A beneficiary can in no case avail itself of the contractual relationships existing between
banks or between the applicant and the issuing bank).
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.62
- Uniform Customs and Practices for Documentary Credits (UCP 600)
(Documents v. Goods, Services or Performance)
(Banks deal with documents and not with goods, services or performance to which the
documents may relate.) To view the full newsletter, see the link. https://www.trans-
lex.org/123309/_/uniform-customs-and-practices-for-documentary-credits-/#toc_2
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# _ Uniform Rules for Demand Guarantees (URDG 758)
Article 5 independence of guarantee and counter-guarantee
(b) A counter-guarantee is by its nature independent of the guarantee, the underlying
relationship, the application and any other counter-guarantee to which it relates, and the
counter-guarantor isin no way concerned with or bound by such relationship. A reference in
the counter- guarantee to the underlying relationship for the purpose of identifying it does not
change the independent nature of the counter-guarantee. The undertaking of a
counterguarantor to pay under the counter-guarantee is not subject to claims or defences
arising from any relationship other than a relationship between the counter-guarantor and the
guarantor or other counter- guarantor towhom the counter-guarantee is issued.)
Available at the link: https://www.cipcic-bragadin.com/wp-content/uploads/2015/09/ICC-
URDG-758.pdf
> _Ronald J. Mann , The Role of Letters of Credit in Payment Transactions , Michigan Law
Review , Volume 98 Issue 8 , 2000 ,p 2498, available online at the link
https://scholarship.law.columbia.edu/faculty scholarship/454/
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%6 _ Article 6 Documents v. goods, services or performance

(Guarantors deal with documents and not with goods, services or performance to which the
documents may relate.)

available at the link https://www.cipcic-bragadin.com/wp-content/uploads/2015/09/1CC-
URDG-758.pdf
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> _ Uniform Customs and Practices for Documentary Credits (UCP 600)
(Documents v. Goods, Services or Performance)
(Banks deal with documents and not with goods, services or performance to which the
documents may relate.) To view the full newsletter, see the link. https://www.trans-
lex.org/123309/_/uniform-customs-and-practices-for-documentary-credits-/#toc_2
%2 _ Article 6 Documents v. goods, services or performance
(Guarantors deal with documents and not with goods, services or performance to which the
documents may relate.)
available at the link https://www.cipcic-bragadin.com/wp-content/uploads/2015/09/1CC-
URDG-758.pdf
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% _ Rosmawani Che Hashim;* Ahmad Azam Othmanx* and Akhtarzaite Abdul Aziz ,
PRINCIPLE OF AUTONOMY IN LETTER OF CREDIT MALAYSIAN PRACTICE, IlUM
Law Journal, 19(2). P208 https://doi.org/10.31436/iiumlj.v19i2.9
*>_Uniform Customs and Practices for Documentary Credits (UCP 600)
- Article 14
(a. A nominated bank acting on its nomination, a confirming bank, if any, and the issuing
bank must examine a presentation to determine, on the basis of the documents alone, whether
or not the documents appear on their face to constitute a complying presentation).
% _ Muriel A. Mawer , Liability of Banks Issuing Letter of Credit When Good Fail toComply
with Documentary Description , Washington Law Review , Volume 9 Number 3, p162 .
available online at the link

https://digitalcommons.law.uw.edu/cqgi/viewcontent.cqgi?article=1277&context=wlr
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