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The Flow of Consideration in Documentary Credits: A Comparative Study of the
Common Law (United States and England) and Romano-Germanic (France and
Germany) Legal Systems

Abstract

The independent and irrevocable undertaking of an issuing bank toward the beneficiary of a
documentary credit raises a fundamental question in legal systems in which contractual
enforceability depends on consideration or cause: what is the juridical basis of the bank’s
obligation when the beneficiary neither provides value to the bank nor assumes any
corresponding obligation toward it? This article addresses that question through a comparative
and analytical study of four legal systems: the United States and England, representing the

common-law tradition, and France and Germany, representing the civil-law tradition.

In the United States, UCC § 5-105 expressly provides that consideration is not required for the
issuance, amendment, transfer, or cancellation of a letter of credit, while case law has located
the economic foundation of the bank’s undertaking within the broader chain of related
transactions. In England, the theory that presentation of conforming documents constitutes
consideration fails to explain the irrevocability of the credit from the moment of issuance or
communication; the prevailing view therefore treats the binding force of documentary credits
as a distinctive rule grounded in mercantile practice. In France, the cause of the bank’s
undertaking is generally located in the covering relationship between the applicant and the
issuing bank, and the structure has often been analysed through the concept of imperfect
delegation. German law, by contrast, characterises the issuing bank’s undertaking as an abstract
promise of debt under § 780 BGB and explains its non-gratuitous character by reference to the

wider financing relationship.

The article argues that, despite their doctrinal differences, all four systems ultimately seek the
justification of the bank’s undertaking beyond the isolated bilateral relationship between issuer
and beneficiary and within the interconnected contractual network as a whole. On this basis, it
proposes a “Consideration Flow Theory,” under which consideration is understood not as an
element confined to a single contract, but as a continuous flow of economic and legal value
across a network of related transactions. Documentary credits should therefore be understood
not as exceptions to the doctrine of consideration, but as manifestations of its functional
transformation in complex contractual structures.



Keywords: Letter of Credit, Consideration Flow Theory, Doctrine of Consideration, Cause of
Obligation, Abstract Promise of Debt.
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