@ Parliament and Legislation

IslamicParliament
ResearchCenter

Formalization in Banking Contracts: A Comparative
Analysis of Legal Frameworks and Reform Policies in
the European Union, the United States, and China

Mohammad Hadi Rostami

Assistant Professor, Department of Islamic Jurisprudence and Law, Faculty of Islamic Sciences and
Research, Imam Khomeini International University, Qazvin, Iran. h.rostamil23@yahoo.com

Abstract

Formalization of banking contracts can be regarded as an indication of dysfunction in
the legal operation of contracts within the financial system, a dysfunction that arises from a
lack of coordination among legal rules, economic logic, and supervisory mechanisms; the
present study, adopting an analytical and comparative approach, examines formalization
as a significant issue in banking law and analyzes it in connection with the structure of
financial regulation. Within this framework, the legal and supervisory experiences of the
European Union, the United States of America, and China are examined in order to reveal
different methods of addressing the gap between contractual form and economic reality.
The research findings indicate that, in these systems, controlling formalization has
depended on coordination among the rules of contract law, banks’ incentive systems, the
role of supervisory authorities, and the use of technological tools in financial supervision,
whereas the absence of such coordination turns banking contracts into structures with
limited effectiveness in terms of economic and supervisory function and provides the
grounds for the reproduction of formalistic behaviors; accordingly, the present research
emphasizes the necessity of reconsidering certain rules of banking law and the position of
financial regulation.
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. Operational workflow

. Thresholds
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