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Validity of Private Bill Discounting and Remedies for Holders

ZHAO Yue
(Anhui Guoyun Law Firm, Hefei 230000, Anhui, China)

Abstract: Bill discounting is a licensed financial business. Whether private discounting without a license is valid remains
contested, and the prevailing view voids it entirely, requiring mutual restitution of funds and instruments. Such a rule often
proves rigid in individual cases. This article argues for layered evaluation. Those who discount bills repeatedly as a business
violate the mandatory licensing rule and harm financial order, so the transaction should be void; isolated transfers made to ease
liquidity may be characterized according to their true relationship, namely a loan secured by the instrument. Layered evaluation
accords with proportionality. Blanket invalidity defeats ordinary financing arrangements and burdens good faith transferees
excessively, while blanket validity renders the licensing rule meaningless. Restitution after invalidity should be bilateral: the
transferee returns the instrument and the transferor returns the funds, with compensation in kind where return is impossible, and
allocation of interest and costs according to fault. When pursued on recourse, defences should be distinguished. A prior party
pleading invalidity of discounting must be examined as to its position in the chain; defences based on the underlying relationship
are subject to the rule of cutting off bill defences, so that a good faith holder's rights remain intact. Regulation should clarify the
boundary of private discounting, improve registration and information sharing, and open lawful financing channels.

Key words: private discounting; abstraction of bills; validity; right of recourse; cutting off defences
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