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Legal issues in international trade

Learning objectives
ωidentify the different contracts in an 

international transaction
ωdescribe the main features of a contract of 

international sale
ωdiscuss the role of the marine bill of lading in 

international trading
ωdiscuss the nature of the letter of credit 

contract 
ωdiscuss the nature of the marine insurance 

contract 
ωdiscuss the nature and procedures of cargo 

claims
ωoutline the global trading environment
ωlist and discuss the multinational organisations 

involved in world trade
ωlist and discuss the regional free trade groups 

and their purposes
ωidentify the challenges and opportunities 

available to the traders

Topics

ωInternational trade and the law 

ωInternational sale contracts

ωThe contract of carriage

ωThe contractual documents

ωContracts of international payment

ωThe contract of marine insurance

ωInternational dispute resolution

ωThe regulatory environment and the 

trader

ωGlobal trading environment

ωRole of governments in regulation of 

trade
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The legal environment

Exporter Importer

Regulations in 

importerôs country 

affecting the 

contract 

Regulations in 

exporterôs country 

affecting the 

contract

International 

convention affecting 

the contract
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Contracts in international trade

EXPORTER CONTRACT OF SALE IMPORTER

LOCAL BANK

CONTRACT OF 

CARRIAGE

CONTRACT OF 

INSURANCE

PAYMENT MECHANISM FOREIGN BANK
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International sale contract

Essential details

Åidentity of the parties

Åproduct/services sold and 

specification

Åprice

Ådelivery

Åpayment

Features:

Åoffer

Åacceptance

Åconsideration

Important terms

Åforce majeure clauses

Ålimitations of liability

Åchoice of law clause

Åchoice of forum clause

Vienna Convention on the 

International Sale of Goods (CISG) ??
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The contract of carriage

ÅCharterparty contract

ÅBill of lading contract

Charterer/ importer

ShipownerExporter/shipper

Charterparty

Contract of sale: FOB
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Obligations under shipping law

Shipownersô common law obligations:

Åa carrier is an insurer of the goods under its custody

Åthe shipowner must provide a seaworthy vessel

Åthe shipowner must equip the vessel properly and man the vessel 

with a competent crew

Shipperôs common law obligations:

Åthe shipper must give the carrier a proper notice giving full details 

of the characteristics of the product to be shipped

Åthe packaging must be seaworthy

Åthe goods must be merchantable
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Obligations under shipping law

ÅCommon law

ÅHague Rules

ÅHague-Visby Rules

ÅHamburg Rules

Contractual documents

Ocean Bills of 

Lading

ÅEvidence of a contract of carriage

ÅReceipt of goods shipped

ÅDocument of title

Seaway Bills / 

Straight Bills

ÅEvidence of a contract of carriage

ÅReceipt of goods shipped
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Contracts of international payment

Åthe contract of sale between the buyer and seller dealing with goods 

and payments

Åthe contract between the applicant and the issuing bank dealing with 

credit 

Åthe contract between the issuing bank and the advising bank to make 

payment against documents

Åthe contract between the advising bank and the exporter dealing with 

submission of documents and payments
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Contract of marine insurance

ÅResponsibility governed by INCOTERMS

ÅShippers are obliged to disclose relevant facts to the insurance 

company

ÅPrinciple of subrogation

ÅCargo insurance is covered by a set of standard terms called Institute 

cargo Clauses

General Average:

A partial loss where the loss of cargo belonging to an individual is 

shared by everyone else involved in the venture
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