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Abstract

Abstract

This study examines banks’ dealings in foreign currency as one of the
most complex and sensitive areas of contemporary banking law. Such
dealings involve an intersection of civil, commercial, banking, regulatory,
and criminal rules, and have direct implications for monetary and financial
stability, foreign trade, cross-border transfers, and banks’ relationships

with international correspondent institutions.

The study is based on a central legal problem: banking transactions in
foreign currency cannot be confined to a single legal characterization. They
are neither purely contractual transactions governed solely by the will of
the bank and the customer, nor purely regulatory activities subject only to
the authority of the central bank. Rather, they constitute a complex legal
activity of a dual nature, combining the private contractual dimension with
the mandatory regulatory and supervisory dimension. Accordingly, the
legal position of the bank in this field is shaped by its status as a
professional party to a private banking relationship and, at the same time,
as a licensed financial institution subject to licensing requirements,
supervision, compliance obligations, due diligence, and anti-money

laundering and counter-terrorist financing rules.

The study adopts an analytical and comparative methodology. It
examines the Iraqi legal framework governing banks’ dealings in foreign
currency and compares it with the legal systems of Egypt, the United Arab
Emirates, and the United Kingdom. It also analyses the influence of
international standards, particularly the Basel Committee standards, the
FATF Recommendations, and the Global Foreign Exchange Code, on the

regulatory and compliance framework governing this activity.

The first chapter addresses the legal framework of banks’ dealings in

foreign currency, including the concept of foreign currency, the meaning
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of banking dealings therein, their legal characteristics, dual legal nature,
and practical forms, particularly foreign exchange transactions, foreign
currency accounts and deposits, external transfers, documentary credits,
and letters of guarantee. The second chapter examines the legal supervision
of this activity, covering both prior supervision related to licensing,
governance, and regulatory readiness, and subsequent supervision
involving inspection, monitoring, auditing, supervision of transactions and
transfers, and administrative and regulatory sanctions. It further discusses
the role of international standards in shaping such supervision. The third
chapter is devoted to banks’ liability for their dealings in foreign currency
and the legal consequences of breaching the relevant rules, including civil
liability towards customers and third parties, regulatory, administrative,
and criminal liability, and the civil, financial, national, and cross-border

effects arising from such liability.

The study concludes that foreign currency is a broad functional concept
that is not limited to physical foreign banknotes or coins, but extends to
payment instruments, transfers, documentary credits, account balances,
and any banking value denominated in a currency other than the national
currency. It also concludes that a bank should not be treated as an absolute
guarantor of market risks, exchange rate fluctuations, or the acts of
customers and correspondent banks. Rather, liability arises where the bank
breaches a specific legal or professional duty, such breach causes direct

damage, and a causal link is established.

The study further demonstrates that administrative banking sanctions
differ from civil compensation and criminal penalties in terms of their legal
basis and purpose. A single act in the field of foreign currency may give
rise to multiple consequences—civil, regulatory, criminal, and

international—without merging the requirements of each type of liability.
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Finally, the study concludes that although the Iraqi legal system possesses
an important legislative and regulatory foundation, it still requires a more
integrated framework for banks’ dealings in foreign currency, the
development of specialized judicial practice, the unification of judicial
application, the strengthening of compliance, and the enactment of modern
arbitration legislation and a separate mediation law. Such reforms would
enhance confidence in the Iraqi banking sector and support its safe

integration into the international financial system.
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