
Contingency planning ~ €uro

Contractual implications of a 
€urozone exit

This presentation is not legal advice. It may not deal with every important topic or cover all important aspects of the subject matter.
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Use of the €uro in cross-border contracts

z Localisation of a commercial contract 
in which prices of goods or services 
are expressed in e.g. US$ or UK£

z In the €urozone the response is likely 
to be that prices and payments are 
expressed in €uros.
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What if a cost is payable in e.g.  US$?

z Assume the cost will be payable over the lifetime of 
the contract –

z => Need a mechanism either for billing the cost on in 
the original currency or for expressing the cost in 
€uros, e.g.:

z Fee:
z a monthly sum equivalent in Euros to US$50 (fifty US dollars) 

calculated using the official Euro foreign exchange reference 
rate for the last day of the previous month available at 
http://www.ecb.int/euro.html or 
http://www.ecb.int/stats/exchange/eurofxref/html/index.en.html

z When the monthly sum is revised (in accordance with  .) X 
will notify Y of the increase or decrease and the amount in 
US$ used to calculate the Fee will be varied accordingly. 



What about existing contracts if a single 
country exits the €uro?
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The €uro area

z Until 1 January 2002 the €uro was only used for 
accounting purposes, e.g. in electronic payments. At 
that date €uro cash replaced, at fixed conversion 
rates, the banknotes and coins of the national 
currencies like the Belgian franc and the Deutsche 
Mark.

z As of today 19 of 28 EU Member States use the €uro 
as their common currency, namely:
z Austria, Belgium, Cyprus, Estonia (since 2011), Finland, France,

Germany, Greece, Ireland, Italy, Latvia (since 1 Jan 2014), Lithuania 
(I Jan 2015), Luxembourg, Malta, The Netherlands, Portugal, 
Slovakia, Slovenia and Spain;

z Non-participants:
z Bulgaria, Croatia, Czech Republic,  and Sweden Hungary, Poland, 

Romania, Sweden are so far non-Eurozone countries. Denmark and 
the United Kingdom have an opt-out.
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Scenarios ~ possible exit of a single 
country from the €uro area?

z N.B. The assumption of an ‘orderly’ exit is not 
necessarily so obvious: no provision is made 
in the Treaties for withdrawal from the single 
currency without exit from the EU itself

z => Possible withdrawal scenarios:
z Voluntary withdrawal from the EU itself;
z Negotiated exit from the €uro area by consent & 

with other Member States approval;
z Unilateral withdrawal by (re-)introduction of a 

national currency.
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Possible categorisation of contracts that would 
be affected by a withdrawal

z Categories of contracts using the €uro:
z Purely ‘domestic’ i.e. between 

counterparties within and performed within 
the exiting jurisdiction;

z Cross-border contracts with counterparties 
elsewhere in the €uro area;

z Cross-border contracts with counterparties 
outside the €uro area;

z €uro denominated contracts between 
parties outside the exiting country.
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Re-denomination risk

z Given the probable background to an exit 
from the €uro - a new national currency is 
likely to depreciate sharply against the fixed 
exchange rate at which it would exit the 
€uro.

z There is therefore a risk that contractual 
obligations originally denominated in €uros 
but redenominated in the new national 
currency would cause losses.
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Lex Monetae

z What a reference to the currency of a foreign 
country means will be determined according to 
the law of the country in whose currency the 
contractual term is expressed 
notwithstanding any choice of law clause.

z For a US$ loan facility under a contract 
governed by English law what a US ‘$’ means
- for the purposes of determining the Belgian 
borrower’s payment obligations will be 
determined by US law.
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How would the ‘Lex Monetae’ apply to 
contracts denominated in €uros?

z Supposing a Member State adopts a new 
national currency the €uro will continue in 
existence.
z Legally, both the ECB and the central banks of the euro area countries have the right to issue euro 

banknotes. Practically, the national central banks physically issue and withdraw euro banknotes and 
coins.

z There will be two possible outcomes for €uro 
denominated contracts with one or more 
contracting parties in the departing Member 
State:
z Payment obligations continue to be payable in 
€uros; or

z Payment obligations are re-denominated in the new 
national currency.
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Effect on cross-border contracts of an orderly 
exit of a single country from the €uro?

z Uncertainty -
z Where a place for payment is stated  a ‘rebuttable presumption’

exists that the parties intended the place of payment to be the lex 
monetae of the contract => if that place is in the exiting Member 
State the argument for redenomination in the local currency will
be stronger;

z Is there a definition of the €uro? 
z If so is it referred to as the currency of a particular Member State 

or as the currency of the €uro area?
z Do the Court’s of the exiting Member State have jurisdiction? If so 

they will have to balance the lex monetae principle against 
provisions of national law that are likely to mandate 
redenomination in the new national currency. 

z Is exit from the €uro area or redenomination defined contractually 
as a reason for termination (such a clause seems unlikely to have 
been included).
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What is the best practical approach?

z It will be too late if it happens – so some 
risk assessment and contingency 
planning are needed

z Risk mitigation could involve analysis 
and variation/amendments to :
z Governing law and jurisdiction clauses;
z Definition of the €uro
z Currency of payment
z Place of payment
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Work already done:

z The Lloyds Market Association has prepared a 
note high-lighting a number of premium and 
claims payment issues.

z The LMA explains that:
z « There is a high level of uncertainty in respect of 

the consequences of any Eurozone country leaving 
the Euro and the mechanism which may be 
used. This Note contains a number of points to 
bear in mind where the insured or reinsured is 
resident in the “exiting” country. »
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LMA Guidance Note
Eurozone: Settlement of Premium and Claims

z POINTS TO BEAR IN MIND IF A EUROZONE COUNTRY 
“EXITS” THE EURO AND ESTABLISHES A NEW CURRENCY 

z « This note sets out various considerations relevant to one or 
more “Eurozone” countries re-denominating its currency from the 
Euro to a new currency. 

z The points below relate to the settlement of premium and claims 
where 
z (i) an insurance contract is underwritten in Lloyd’s or the London 

company market; 
z (ii) the insurance contract is denominated in Euro; 
z (iii) the insured business, organisation or person is domiciled or 

resident in a territory within the “Eurozone”; and 
z (iv) that territory enacts a law to “exit” the Eurozone and create a new 

national currency (referred to below as the “re-denomination law”) or 
this is in prospect. »

z Source LMA: Guidance Note: 06/08/12 / LSW1820
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LMA Model Clause:
Euro Contract Continuity Clause

z 1) The occurrence of an event associated with economic and monetary union in the European 
Union shall not have the effect of:

i) terminating; or
ii) altering or invalidating any term of, or discharging or excusing performance under; or
iii) giving either party a unilateral right to alter or terminate;

this Contract.

z 2) For the purposes of this Contract an “event associated with economic and monetary union 
in the European Union” includes without limitation each (and any combination) of the following 
events:

i) the withdrawal from legal tender of the Euro;
ii) the withdrawal from the European Union and/or from the Euro by one or more 

members of the European Union (Member State(s));
iii) the replacement of the Euro by any alternative single or unified currency by two or 

more Member States (whether or not they remain members of the European Union) or the
introduction of a new currency by a Member State (whether or not it remains a member of the
European Union).

z Source: LMA – Note the accompanying disclaimer: 

z This model clause is designed to give enhanced contract certainty on the occurrence of an event, as described therein, associated with economic or monetary union in the EU. This clause is 
purely illustrative and established and distributed for the guidance of Members, who may agree different conditions.



Draft Contractual Clauses

z Definition of Euro
z Euro means the lawful currency of the member 

states of the European Union that have adopted 
and retained a common single currency through 
monetary union in accordance with European 
Union treaty law, as amended from time to time, 
and € or EUR shall be taken to mean the same.

z Re-denomination Prevention Clause
z If the Euro ceases to be recognised as the lawful 

currency of the [counterparty’s] Insured's country of 
domicile then all payments and currency values 
under this Agreement shall remain in Euros.

z Source joint Guidance Note prepared by LMA & Clyde & Co LLP. Note disclaimer (…) “there is a degree of legal uncertainty as to how particular clauses will 
be interpreted in the event of such a switch and how local courts will deal with contracts in light of the legislation which will trigger the re-denomination”.
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