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RESEARCH TITLE

The Fate of Contracts Concluded in US Dollars in Light of the
Deterioration of the Local Currency Exchange Rate

Abstract

This study examines the fate of domestic contracts denominated in US dollars in Lebanon in
light of the sharp collapse of the Lebanese pound and the multiplicity of exchange rates
since late 2019, and the resulting disruption in the performance of contractual obligations
and the rise in disputes between contracting parties. The research starts from the principle
that “the contract is the law of the parties,” as the cornerstone of contractual binding force
under the Lebanese Code of Obligations and Contracts, and shows how this principle clashes
with an exceptional economic reality that renders performance in foreign currency
excessively burdensome or practically impossible, raising issues related to consent and
contractual fairness.

The study analyzes the balance between the general rule requiring performance in
accordance with the agreed currency and the exceptions that allow relief from contractual
rigidity, highlighting the discharging power of the national currency within Lebanese
territory, as established in the relevant legal texts, as well as mechanisms such as tender and
deposit to release the debtor when the creditor refuses payment in Lebanese pounds. It
further addresses the core practical dilemma of determining the applicable exchange rate for
performance in national currency amid the absence of a unified official rate.

In its second part, the research underscores the legislative deficiency in Lebanese law
regarding the theory of unforeseen circumstances, compared with Egyptian and French
legislation, which empower judges to restore contractual equilibrium when exceptional and
unforeseeable events occur. The study concludes that the lack of clear legislative
intervention and unified exchange-rate standards has led to inconsistent judicial solutions
and undermined contractual justice. It recommends encouraging amicable settlement and
renegotiation, inserting contractual clauses that regulate methods of performance and
exchange-rate references, and calls for urgent legislative action through exceptional and
temporary rules to address the crisis and restore stability to dollar-denominated contracts.

Key Words: Dollar-denominated contracts, Exchange rate, Discharging power of currency,
Unforeseen circumstances, Contractual justice.
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du code civil s'analyse ainsi comme une norme impérative, au sens ou cette disposition s'appliquera, quelle que soit la
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“Art.1195. - Si un changement de circonstances imprévisible lors de la conclusion du contrat rend I'exécution
excessivement onéreuse pour une partie qui n'avait pas accepté d'en assumer le risque, celle—ci peut demander une
renégociation du contrat a son cocontractant. Elle continue a exécuter ses obligations durant la renégociation
. En cas de refus ou d'échec de la renégociation, les parties peuvent convenir de la résolution du contrat, a la date et
aux conditions qu'elles déterminent, ou demander d'un commun accord=
au juge de procéder a son adaptation. A défaut d'accord dans un délai raisonnable, le juge peut, a la demande d'une
partie, réviser le contrat ou y mettre fin, a la date et aux conditions qu'il fixe”.
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