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Overview

Philip Wood's 'Law of International Finance' is a comprehensive treatise that examines the legal
frameworks governing cross-border financial transactions. The book covers the full spectrum of
international finance law, from syndicated lending and bond issues to derivatives, securitization,
and insolvency. Wood's central argument is that international finance operates within a complex
web of national laws, market practices, and contractual structures, and that understanding this
interplay is essential for practitioners, regulators, and academics alike. The book is structured to
guide the reader from foundational concepts, such as the nature of financial contracts and the
role of conflict of laws, through to sophisticated instruments and the legal challenges posed by
global markets.

The book is notable for its comparative approach, drawing on the legal systems of major
financial centers including England, New York, and continental Europe. Wood emphasizes the
importance of legal certainty and the role of standard-form contracts in reducing transaction
costs and risks. He also addresses the impact of financial crises and regulatory reforms, arguing
that law must adapt to the evolving realities of global finance. The book matters because it
provides a rigorous, accessible framework for understanding the legal underpinnings of the
world's financial system, making it an indispensable resource for lawyers, bankers, and students
of finance.

Key Takeaways

* International finance law is primarily governed by private contracts and national laws, with
no single global regulator, so parties must carefully choose governing law and jurisdiction.

* Standard-form contracts, such as those published by the International Swaps and
Derivatives Association (ISDA), are crucial for reducing legal uncertainty and transaction costs
in cross-border derivatives.

* Conflict of laws rules determine which jurisdiction's law applies to a cross-border
transaction, and parties can often select the governing law, but mandatory rules of other
jurisdictions may still apply.

* Security interests and collateral arrangements are essential in international lending, and
their enforceability depends on the local law of the asset's location.

* Insolvency proceedings are territorial in nature, but cross-border insolvency protocols and
the UNCITRAL Model Law aim to coordinate proceedings across jurisdictions.
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* Sovereign debt restructuring involves unique legal challenges, including the doctrine of
sovereign immunity and the need for collective action clauses to bind all creditors.

* Regulatory capital requirements, such as those under Basel III, significantly influence the
structure and pricing of international financial transactions.

* The 2008 financial crisis led to major regulatory reforms, including the Dodd-Frank Act and
EMIR, which have increased transparency and central clearing for derivatives.

Chapter Summaries

Introduction to International Finance Law

This chapter sets the stage by defining the scope of international finance law, distinguishing it
from domestic financial law, and explaining the key players: banks, institutional investors, and
corporate borrowers. It outlines the main types of cross-border transactions, such as syndicated
loans, bond issues, and derivatives, and introduces the concept of legal risk. Wood emphasizes
that international finance is a private law activity, largely governed by contracts and market
practice, rather than public international law.

Conflict of Laws and Jurisdiction

This chapter examines the rules that determine which country's law applies to an international
financial transaction and which courts have jurisdiction. It discusses the principle of party
autonomy, allowing parties to choose the governing law, and the limitations imposed by
mandatory rules and public policy. Wood also covers the recognition and enforcement of foreign
judgments and arbitral awards, highlighting the importance of the New York Convention for
arbitration.

Syndicated Lending

This chapter provides a detailed analysis of syndicated loans, where a group of lenders provides
aloan to a single borrower. It covers the structure of the loan agreement, including covenants,
events of default, and acceleration clauses. Wood explains the roles of the agent bank and the
arranger, and discusses the legal issues surrounding the transfer of loan participations, such as
assignments and sub-participations. The chapter also addresses the impact of insolvency on
syndicated loans.

Bond Issues and Capital Markets

This chapter focuses on international bond issues, including Eurobonds and foreign bonds. It
explains the legal framework for issuing bonds, the role of underwriters, and the prospectus
requirements under securities laws. Wood discusses the difference between public offers and
private placements, and the importance of listing on a stock exchange. The chapter also covers
the legal treatment of bondholders' rights, including collective action clauses and trust
structures.
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Derivatives and Risk Management

This chapter examines the legal aspects of derivatives, including swaps, options, and futures. It
explains the ISDA Master Agreement and its importance in standardizing terms and reducing
legal risk. Wood covers the issues of netting and collateral, and the enforceability of close-out
netting in insolvency. The chapter also discusses the regulatory framework for derivatives,
including the mandatory clearing and reporting requirements introduced after the 2008 crisis.

Securitization and Structured Finance

This chapter analyzes the legal structures used in securitization, where financial assets are
pooled and sold to a special purpose vehicle (SPV) that issues securities backed by those assets.
Wood explains the true sale concept and the need to isolate assets from the originator's
bankruptcy risk. He discusses the role of credit enhancement, such as overcollateralization and
guarantees, and the legal issues surrounding the transfer of receivables.

Security Interests and Collateral

This chapter covers the creation and enforcement of security interests in international finance. It
explains the different types of collateral, including shares, bank accounts, and receivables, and
the legal requirements for perfecting a security interest. Wood discusses the conflict of laws
rules for determining the applicable law for security interests, and the challenges of taking
security across multiple jurisdictions. The chapter also addresses the use of title transfer and
security assignment structures.

Insolvency and Cross-Border Issues

This chapter examines the treatment of insolvency in international finance. It covers the
principles of corporate insolvency, including the priority of creditors and the avoidance of
preferences. Wood discusses the challenges of cross-border insolvency, where assets and
creditors are located in multiple jurisdictions, and the mechanisms for cooperation, such as the
UNCITRAL Model Law and chapter 15 of the US Bankruptcy Code. The chapter also addresses the
special rules for banks and financial institutions.

Sovereign Debt and State Immunity

This chapter focuses on the legal issues surrounding loans to sovereign states. It explains the
doctrine of sovereign immunity and its limitations, particularly the commercial activity exception.
Wood discusses the legal remedies available to creditors when a sovereign defaults, including
litigation and the enforcement of judgments against state assets. The chapter also covers the
restructuring of sovereign debt, including the use of collective action clauses and the role of the
IMF.

Regulation and Compliance
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This chapter provides an overview of the regulatory environment for international finance. It
covers the key regulatory bodies, such as the Basel Committee and the Financial Stability Board,
and the main regulatory frameworks, including Basel III and the Dodd-Frank Act. Wood discusses
the impact of regulation on the structure of financial transactions, such as capital requirements
and the Volcker rule. The chapter also addresses the challenges of regulatory compliance for
cross-border transactions.

Conclusion: The Future of International Finance Law

The concluding chapter reflects on the future of international finance law, considering the impact
of technological innovation, such as blockchain and digital currencies, and the ongoing evolution
of regulation. Wood argues that the law will continue to adapt to the changing needs of the
global financial system, but that the fundamental principles of contract, property, and insolvency
law will remain central. He emphasizes the importance of legal certainty and the need for
practitioners to stay abreast of developments.

Themes

* Legal certainty

* Conflict of laws

« Contractual freedom

* Cross-border insolvency
* Regulatory reform

* Market practice

Frequently Asked Questions

What is law of internatiional finannce about?

The book is a comprehensive legal treatise on the rules and practices governing cross-border
financial transactions. It covers syndicated lending, bond issues, derivatives, securitization,
security interests, insolvency, and sovereign debt. It explains how national laws and contracts
interact to create a framework for international finance.

Is law of internatiional finannce worth reading?

Yes, for law students, practitioners, and finance professionals who need a deep understanding of
international finance law. It is a standard reference that provides clear explanations and
comparative analysis. However, it is dense and technical, so it may not be suitable for casual
readers.

How does law of internatiional finannce end?
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Spoiler: The book concludes with a discussion of future trends, including the impact of
technology and ongoing regulatory changes. It argues that while the legal framework will evolve,
core principles like contract and property law will remain foundational. It does not have a
narrative ending, as it is a reference work.

Who should read law of internatiional finannce?

Lawyers specializing in banking and finance, law students, bankers, and regulators will benefit
most. It is also useful for corporate treasurers and financial analysts who want to understand the
legal risks in cross-border deals. It requires some background in law or finance to fully
appreciate.

How long does it take to read law of internatiional finannce?

The book is over 1,000 pages, so at an average reading speed of 250 words per minute, it would
take approximately 20 hours. However, most readers use it as a reference rather than reading it
cover to cover, so the time may vary.
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