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The Risks Arising from the Discount Process and the Methods used by Banks to
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Abstract: Commercial papers are written pledges to pay an amount of cash. And it is
transferable from person to person. The basic principle is that commercial papers are deducted
using the commercial discount method, unless otherwise stipulated. Commercial papers are of
three types: the bill of exchange, the promissory note, and the check. In many cases, the debt
repayment process takes place before their maturity dates through commercial banks, and when
the bank accepts the deduction of the commercial paper, it pays the value of the paper to the
beneficiary minus the deduction and commission fees, and collection expenses. These expenses
can be calculated what is called the real discount rate. If we apply it to the nominal value and
according to the period between the discount date and the due date, it gives the same value that
the beneficiary gets after the deduction and is known as the current value of the commercial
paper. On the due date, the bank presents the commercial paper to the debtor and gets its face
value.
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