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Abstract

In the complex system of international trade, the payment process plays a pivotal role. The intro-
duction of the letter of credit as a payment mechanism has not only coordinated the interests of all
parties but also ensured the efficient operation of international trade. Based on its principle of in-
dependence, the letter of credit has achieved a separation from the underlying transaction contract,
thereby protecting banks from disputes arising from the underlying transaction. However, this has
also provided opportunities for letter of credit fraud. To address this issue, countries are working

XESIH: oK. 5K VESE MR ). SR, 2024, 10(12): 75-82.
DOI: 10.12677/ds.2024.1012477


https://www.hanspub.org/journal/ds
https://doi.org/10.12677/ds.2024.1012477
https://doi.org/10.12677/ds.2024.1012477
https://www.hanspub.org/

AT TG IR

to reduce conflicts in the legal field of letters of credit, with international conventions and common
law countries like the United States and the United Kingdom having achieved better practical results.
Although China has enacted relevant legislation, it still faces limitations such as insufficiently de-
tailed provisions and unclear definitions. This paper first analyzes the causes and existing forms of
letter of credit fraud to reveal its current situation; then, it compares and analyzes the legal regula-
tions against letter of credit fraud at the international level, in common law countries, and in China,
and discusses the problems in China’s legislation in depth through specific cases; ultimately, it aims
to propose suggestions for improving China’s legal regulatory system against letter of credit fraud.
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