BILLS OF EXCHANGE AND PROMISSORY NOTES
A negotiable instrument is a commercial document in writing that contains an order for payment of money either on demand or after a certain time. These are of three types, namely, bills of exchange, promissory note, and cheques. There are instances when the bill of exchange is juxtaposed with a promissory note. The fundamental difference between Bill of Exchange and Promissory Note is that the former carries an order to pay money while the latter contains a promise to pay money.
Acceptance is one of the major elements, which distinguishes the two commercial instruments, i.e. bill of exchange need to be accepted, so as to become effective. On the other hand, a promissory note does not require any kind of acceptance. So, when one is working with these two, he/she should be known about the meaning and features.
Bills of exchange and promissory notes are as important as cheques in business. Bills of exchange are one of the most significant negotiable instruments that are issued when the debtor purchases goods on credit. Through bills of exchange, the creditor sends an order to the debtor that latter should pay the amount within the stipulated time.
The promissory note is of same nature, but it’s issued by the debtor on which he promises to pay off the required amount within a particular time. Understanding these concepts will help you understand business from the practical perspective and you would be able to implement these in your own business/job.

Definition of Bill of Exchange
A Bill of Exchange is a written document which is duly stamped and signed by the drawer carrying an unconditional order which directs (not commands) a person to pay a specific amount to a particular person or to the order of the particular person or the holder of the instrument. The following conditions need to be fulfilled:
· The bill should be properly dated.
· It must contain an order, i.e. the drawer of the instrument directs the drawee to pay a certain sum to the payee.
· Must be signed by the maker of the bill.
· The drawee must accept Bill.
· Order to pay money only as well as the amount should be definite.
· Delivering the bill to the payee is a must.

Definition of Promissory Note
A promissory note is a negotiable instrument, containing a written unconditional promise, duly stamped and signed by the drawer, to pay a specified sum of money to a particular person or the order of the particular person. It is made by the debtor to borrow money from the creditor. The features of a promissory note are as under:

· The note must be in writing carrying written promise to pay money to the creditor.
· Signature of the promisor i.e. drawer of the note must be there.
· The date on which the note is payable should be fixed.
· Both the promisor and promisee needs to be certain.
· The sum of money must be definite.
· The country’s legal currency should be used to discharge the debt.

Bills of Exchange vs Promissory Note – Key Differences
As you already know there are many differences between bills of exchange and promissory note. Here are the key differences between them which stand out –
· Bill of exchange is a negotiable instrument that is issued when an order needs to be given to the debtor to pay the due amount to the creditor within a stipulated period of time. Promissory note, on the other hand, is a written contract between the drawer and the drawee, where the drawer promises to pay off a certain amount within a stipulated time.
· The parties involved in the bill of exchange are drawer, drawee, and payee. In the promissory note, the parties involved are drawer and payee/drawee.
· In the case of a bill of exchange, the debtor needs to accept the bill in order to call it valid. In the case of promissory note, there’s no need for acceptance from drawee.
· If the bill of exchange is dishonored, a notice is issued to all parties involved. In the case of promissory note, no notice is issued to the “maker” of the promissory note for the dishonor.
· In the case of a bill of exchange, no asset is kept as security. In some cases, in the case of promissory notes, an asset can be kept for security against a loan.


Bills of Exchange vs Promissory Note (Comparison Table)
	The basis for Comparison between Bills of Exchange vs Promissory  Note
	Bills of Exchange
	Promissory Notes

	1.    Meaning
	Bills of exchange are negotiable instruments which demand money from debtors within a stipulated period of time.
	Promissory notes are also negotiable instruments which promise to pay a certain amount within a particular period of time.

	2.    What it’s all about?
	Ordering to pay the money that is due.
	Promising to pay the money that is due.

	3.    Issued by
	Creditors.
	Debtors.

	4.    Acceptance
	Bills of exchange need to be accepted by the debtors to be called as valid.
	There’s no such norm.

	5.    Parties involved
	There are three parties involved – Drawer, Drawee, and Payee.
	Here, two parties are involved – Drawer and Payee.

	6.    Application of copies
	Bills of exchange can be drawn in copies.
	Promissory notes can’t be drawn in copies.

	7.    In case of dishonor
	When the bill is dishonored, a notice is given to all parties that are involved.
	When a promissory note is dishonored, notice is not issued to the maker (debtor).



