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Do Arbitration Agreements Attach to 
Bills of Exchange?  
 
Introduction 
 
Bills of exchange are a vital part of financing in international trade, and are commonly issued to 
guarantee payment under commercial contracts. They provide a form of security in that they bind a party 
to payment at a future date, and can also be monetised in the present by transfer to a third party.  
 
In Rals International Pte Ltd v Cassa di Risparmio di Parma e Piacenza SpA [2016] SGCA 53, the 
Singapore Court of Appeal examined the nature of bills of exchange with respect to arbitration 
agreements – in this case, whether the indorsee of a promissory note is bound by an arbitration 
agreement in the underlying contract. The Court held in favour of the Respondent, finding that the 
Respondent’s claim as an indorsee of the relevant promissory notes was separate from the underlying 
contract, and thus need not be submitted to arbitration. 
 
The Respondent in this matter was successfully represented by Elaine Tay and Wong Jun Ming from 
Rajah & Tann Singapore LLP. 
 

Brief Facts 
 
The Appellant company had entered into an agreement (the “Supply Agreement”) with the Supplier, 
under which it would purchase equipment for a sum of around two million Euros. Eight promissory notes 
were issued by the Appellant (the “Notes”), accounting for 80% of the purchase price, which fell due for 
payment on various dates in 2012. The Supply Agreement also contained a clause which provided for 
arbitration for all disputes arising in connection with the Supply Agreement (the “Arbitration 
Agreement”). 
 
In 2011, the Supplier sold the Notes to the Respondent bank at a discount and accordingly, the Notes 
were indorsed and delivered to the Respondent. However, when the Respondent presented the Notes for 
payment, they were dishonoured by the Appellant. The Respondent commenced proceedings in the 
Singapore courts against the Appellant claiming the value of the Notes presented. 
 
In response, the Appellant applied for a stay of proceedings under the International Arbitration Act, 
seeking to rely on the Arbitration Agreement. The Court thus had to determine whether to stay 
proceedings in favour of arbitration. 
 

Holding of the High Court 
 
To determine whether to stay proceedings, the Court had to decide: 
 

(i) Whether the Respondent was a party to the Arbitration Agreement, either as a party 
“claiming through or under” the Supplier or otherwise; and 

(ii) Whether the Appellant’s obligation to pay under the Notes was a matter which was the 
subject of the Arbitration Agreement. 

 
The High Court Judge held that the Respondent was not a direct contractual party to the Arbitration 
Agreement, but was a party claiming “through or under” the Supplier. 
 
However, the Judge found that the Respondent’s claim under the Notes was not a dispute arising in 
connection with the Supply Agreement, as the parties must have contemplated that the Notes would be 
negotiated and that the holder of the Notes (here, the Respondent) could claim outside of arbitration. 
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Therefore, the Judge declined to grant a stay of proceedings. 
 

Holding of the Court of Appeal 
 
The Appellant appealed against the Judge’s decision, mainly on the ground that the Notes fell within the 
scope of the Arbitration Agreement. However, the Court of Appeal disagreed, and dismissed the appeal. 
 

Promissory notes 
 
The Court examined the nature of promissory notes, which are essentially unconditional promises by the 
maker to make payment.  
 
Unless the promissory note contains words prohibiting or restricting transfer, promissory notes are 
negotiable instruments and the legal title to the notes is freely transferrable. A transferee would then be 
entitled to sue on the notes in his own name. 
 
Importantly, a transferee who is a holder in due course of the notes would hold them free of any defect in 
title of prior parties, as well as from mere personal defences available to prior parties among themselves. 
Basically, the payor is obliged to pay now and argue later, and this unconditional nature is what makes 
promissory notes and other bills of exchange so valuable in international trade.  
 

Subject matter 
 
The Court of Appeal upheld the Judge’s decision that the Respondent’s claim on the Notes did not fall 
within the scope of the Arbitration Agreement. In doing so, the Court disapproved of the High Court case 
of Piallo GmbH v Yafriro International Pte Ltd [2013] SGHC 260, which held that a claim on a bill of 
exchange falls within the scope of an arbitration agreement in the underlying contract unless otherwise 
stated. 
 
Instead, relying on English and Hong Kong authorities, the Court held that an arbitration clause in an 
underlying contract will generally not be treated as covering disputes arising under an accompanying bill 
of exchange unless there is express language or express incorporation. This is because a key commercial 
advantage of bills of exchange is that it allows the payee to, quickly and effectively, convert by legal action 
the promise to pay into cash. Whilst arbitration is sufficiently flexible to accommodate summary 
adjudication, this is not enshrined in the rules of most major arbitral institutions unlike court 
proceedings.  This introduces an element of uncertainty which is at odds with the unconditional nature of 
a bill of exchange. 
 
Accordingly, as a matter of commercial common sense, it is difficult to see why a right thinking merchant 
would choose to give up his rights to have recourse to the courts in respect of bills of exchange. 
 
In the circumstances, a claim under the Notes – whether by the Supplier or by the Respondent – would 
not be subject to the Arbitration Agreement. 
 

Concluding Words 
 
Bills of exchange are prized for their ability to be converted into cash quickly and effectively by legal 
action. Since subjecting a bill of exchange to arbitration would dilute their value in this regard, express 
wording is necessary to impute an intention to arbitrate disputes under a bill of exchange. Parties who 
wish to include a promissory note or other bills of exchange within the scope of their arbitration clause 
must thus ensure that such intention is clearly stated in the arbitration clause. 
 
For further queries, please feel free to contact our team below. 
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Wong Jun Ming 
Senior Associate 
 
D (65) 6232 0371 
F (65) 6428 2142 
 
jun.ming.wong@rajahtann.com 
 

 

 

 
 
 

 
 
 
 

 
 

Please feel free to also contact Knowledge and Risk Management at eOASIS@rajahtann.com 
 
 
 
 
ASEAN Economic Community Portal 
 
With the launch of the ASEAN Economic Community (“AEC”) in December this year, businesses looking to tap the 
opportunities presented by the integrated markets of the AEC can now get help a click away. Rajah & Tann Asia, 
United Overseas Bank and RSM Chio Lim Stone Forest, have teamed up to launch “Business in ASEAN”, a portal that 
provides companies with a single platform that helps businesses navigate the complexities of setting up operations in 
ASEAN. 
 
By tapping into the professional knowledge and resources of the three organisations through this portal, small- and 
medium-sized enterprises across the 10-member economic grouping can equip themselves with the tools and know-
how to navigate ASEAN’s business landscape. Of particular interest to businesses is the "Ask a Question" feature of 
the portal which enables companies to pose questions to the three organisations which have an extensive network in 
the region. The portal can be accessed at http://www.businessinasean.com/. 
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Our regional contacts 
RAJAH & TANN  Singapore RAJAH & TANN REPRESENTATIVE OFFICE China 

  

Rajah & Tann Singapore LLP 

9 Battery Road #25-01 

Straits Trading Building 

Singapore 049910 

T  +65 6535 3600  F  +65 6225 9630 

sg.rajahtannasia.com 

Rajah & Tann Singapore LLP 

Shanghai Representative Office 

Unit 1905-1906, Shui On Plaza, 333 Huai Hai Middle Road 

Shanghai 200021, People's Republic of China 

T  +86 21 6120 8818   F  +86 21 6120 8820 

cn.rajahtannasia.com 

  

R&T SOK & HENG  Cambodia RAJAH & TANN NK LEGAL Myanmar 

  

R&T Sok & Heng Law Office 

Vattanac Capital Office Tower, Level 17, No. 66 

Preah Monivong Boulevard, Sangkat Wat Phnom 

Khan Daun Penh, 12202 Phnom Penh, Cambodia 

T  +855 23 963 112 / 113   F  +855 963 116 

kh.rajahtannasia.com 

*in association with Rajah & Tann Singapore LLP 

Rajah & Tann NK Legal Myanmar Company Limited 

Myanmar Centre Tower 1, Floor 07, Unit 08, 

192 Kaba Aye Pagoda Road, Bahan Township, 

Yangon, Myanmar 

T  +95 9 73040763 / +95 1 657902 / +95 1 657903 

F  +95 1 9665537 

mm.rajahtannasia.com 
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ASSEGAF HAMZAH & PARTNERS Indonesia RAJAH & TANN Thailand 

  

Assegaf Hamzah & Partners 

 

Jakarta Office 

Menara Rajawali 16th Floor 

Jalan DR. Ide Anak Agung Gde Agung Lot #5.1 

Kawasan Mega Kuningan, Jakarta 12950, Indonesia 

T  +62 21 2555 7800   F  +62 21 2555 7899 

www.ahp.co.id 

Rajah & Tann (Thailand) Limited 

973 President Tower, 12th Floor, Units 12A-12F 

Ploenchit Road, Lumpini, Pathumwan 

Bangkok 10330, Thailand 

T  +66 2 656 1991   F  +66 2 656 0833 

th.rajahtannasia.com 

 RAJAH & TANN Lao PDR 

Surabaya Office 

Pakuwon Center, Superblok Tunjungan City 

Lantai 11, Unit 08 

Jalan Embong Malang No. 1, 3, 5, Surabaya 60261, Indonesia 

T +62 31 5116 4550   F +62 31 5116 4560 

 

Rajah & Tann (Laos) Sole Co., Ltd. 

Phonexay Village, 23 Singha Road, House Number 046/2 

Unit 4, Saysettha District, Vientiane Capital, Lao PDR 

T  +856 21 454 239   F  +856 21 285 261 

la.rajahtannasia.com 

* Assegaf Hamzah & Partners is an independent law firm in 

Indonesia and a member of the Rajah & Tann Asia network. 
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Christopher & Lee Ong 

Level 22, Axiata Tower, No. 9 Jalan Stesen Sentral 5, 

Kuala Lumpur Sentral, 50470 Kuala Lumpur, Malaysia 

T  +60 3 2273 1919   F  +60 3 2273 8310 

www.christopherleeong.com 

*in association with Rajah & Tann Singapore LLP 

Rajah & Tann LCT Lawyers 

 

Ho Chi Minh City Office 

Saigon Centre, Level 13, Unit 2&3 

65 Le Loi Boulevard, District 1, HCMC, Vietnam 

T  +84 8 3821 2382 / +84 8 3821 2673   F  +84 8 3520 8206 

  

  Hanoi Office 

 Lotte Center Hanoi - East Tower, Level 30, Unit 3003,  

54 Lieu Giai St., Ba Dinh Dist., Hanoi, Vietnam 

 T +84 4 3267 6127   F +84 4 3267 6128 

www.rajahtannlct.com 

  

 
 

Rajah & Tann Singapore LLP is one of the largest full service law firms in Singapore, providing high quality advice to an impressive list of 
clients.  We place strong emphasis on promptness, accessibility and reliability in dealing with clients. At the same time, the firm strives 
towards a practical yet creative approach in dealing with business and commercial problems. As the Singapore member firm of the Lex 
Mundi Network, we are able to offer access to excellent legal expertise in more than 100 countries.  
 
Rajah & Tann Singapore LLP is part of Rajah & Tann Asia, a network of local law firms in Singapore, Cambodia, China, Indonesia, Lao 
PDR, Malaysia, Myanmar, Thailand and Vietnam. Our Asian network also includes Singapore-based regional desks focused on Japan and 
South Asia.    
 
The contents of this Update are owned by Rajah & Tann Singapore LLP and subject to copyright protection under the laws of Singapore 
and, through international treaties, other countries. No part of this Update may be reproduced, licensed, sold, published, transmitted, 
modified, adapted, publicly displayed, broadcast (including storage in any medium by electronic means whether or not transiently for any 
purpose save as permitted herein) without the prior written permission of Rajah & Tann Singapore LLP. 
 
Please note also that whilst the information in this Update is correct to the best of our knowledge and belief at the time of writing, it is 
only intended to provide a general guide to the subject matter and should not be treated as a substitute for specific professional advice for 
any particular course of action as such information may not suit your specific business and operational requirements. It is to your 
advantage to seek legal advice for your specific situation. In this regard, you may call the lawyer you normally deal with in Rajah & Tann 
Singapore LLP or e-mail Knowledge & Risk Management at eOASIS@rajahtann.com. 
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