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**Title:** Mercedes Martinez y Fernandez et al. vs. The Hongkong & Shanghai Banking
Corporation et al.

**Facts:** The case initiates with Alejandro S. Macleod’s withdrawal from Aldecoa & Co.,
leaving the company in a state of liquidation and in substantial debt to The Hongkong &
Shanghai Banking Corporation (HSBC). Subsequently, HSBC accused Macleod and his wife,
Mercedes Martinez, among others, of fraudulent transactions detrimental to the company’s
creditors, leading to multiple civil and criminal actions against them. Engaging attorneys
Del-Pan, Ortigas, and Fisher, the couple sought to negotiate a settlement. Coercion surfaced
as  criminal  charges  against  Macleod  escalated,  leading  to  his  flight  to  Macao  and
compelling discussions for a settlement that included the surrender of properties claimed by
Martinez as her separate assets.

Multiple attempts to reach a settlement posed threats of further criminal charges against
Macleod, leveraging the release of these charges against the conveyance of Martinez’s
properties. Despite initial refusal, pressures and intermediary negotiations eventually led to
Martinez’s relenting. On August 14, a settlement was consummated, ratifying the demands
of  HSBC and Aldecoa & Co.  for  property  transfers  in  exchange for  dropping criminal
charges and dismissal of civil suits. Post-settlement, Martinez acted in alignment with the
agreement’s terms, yet proceeded to challenge the contract on grounds of duress and undue
influence, questioning the voluntariness of her consent.

**Issues:**
1. Whether the consent of Mercedes Martinez to the contract of settlement was vitiated by
duress and undue influence?
2. Whether the actions taken by Martinez post-agreement indicate voluntary consent?

**Court’s Decision:**
The Supreme Court, through Justice Moreland, held that the contract executed by Mercedes
Martinez was not  procured under duress or  undue influence.  The delineation between
coercion and a begrudging but voluntary agreement was central  to this determination.
Despite the contentious nature of the negotiations and the inherent pressures faced by
Martinez and her husband, the Court found ample evidence of deliberate and advisorially
guided decisions rather than decisions marred by fear or force. The fact that the initial
moves to negotiate were made by Martinez’s representatives, combined with the advisory
role played by her attorneys and the subsequent acts ratifying the agreement, underscored
this conclusion. Thus,  the judgment of  the lower court in favor of  the defendants was
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affirmed.

**Doctrine:**
The  decision  articulated  the  doctrine  distinguishing  between actual  duress  and  undue
influence  versus  the  application  of  pressure  that,  while  significant,  does  not  strip  an
individual  of  their  free will  or  capacity  to  make a  considered decision.  Specifically,  it
reiterated that contracts settled under advisorial counsel, and subsequent voluntary actions
in line with said contracts, often stand in testament to the absence of coercive invalidation
of consent.

**Class Notes:**
– **Duress and Undue Influence:** A contract may be considered void if consent is given
under conditions of duress or undue influence, characterized by an overwhelming force or
manipulation that overcomes an individual’s free will.
– **Voluntary Consent:** The determination of whether consent was voluntary often hinges
on the circumstances surrounding the agreement, including the presence of legal counsel,
the time for deliberation, and subsequent actions affirming the contract.
– **Settlement and Ratification:** Post-agreement actions that comply with or ratify the
terms of a disputed contract can signal voluntary consent, mitigating arguments against
validity based on claims of coercion.

**Historical  Background:**  The  context  of  the  early  20th  century  Philippines,  under
American colonial rule, introduces intricate legal and societal dynamics affecting contract
law and enforcement. The case reflects on the complex intersection of personal, business,
and colonial legal frameworks at play, as well  as the negotiation dynamics against the
backdrop of potential criminal implications, underlining the pressures and considerations
unique to the era’s socio-legal environment.


