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Abstract

The present paper looks at the salient features of negotiable instrument act and its role in the development of banking. The law
relating to negotiable instruments is the law of commercial world legislated to facilitate the mercantile commercial activities,
thereby making provision of giving sanctity to the instruments of credit which could be deemed to be convertible into money and
easily exchangeable from one person to another as well as easily transferable from one banking institution to another. The above
quoted statement made before the Bills of Exchange Act, 1882, brings out clearly the process of evolution of mercantile law wh ich
includes the law of negotiable instruments. The mercantile community found in such instruments an easy mode of payment of
money by way of endorsement and delivery or by mere delivery of such instruments. With the expansion of trade and commerce,

negotiable instruments have assumed international importance.

In the absence of such negotiable instruments, the trade and commerce activities, in the contemporary world, are likely to be
adversely affected as it is impracticable, infeasible and unworkable for the trading community to carry with it the bulk of the
currency in force. Negotiable instruments are in fact the instruments of credit being convertible , exchangeable and redeemable
on account of legality of being negotiated and are easily passable from one hand to another, from one state to another, from one
country to another. Out of the various kinds of negotiable instruments recognized by law, cheque is considered, by far, one of the
most secure and reliable device of payment throughout the world, particularly in the sphere of commercial transactions one cannot
imagine survival without this negotiable instrument. A negotiable instrument is in more than one sense a ‘thing’. In deciphering
what is meant by a ‘thing’ under law, we must on one hand avoid the metaphysical niceties about the conception of ‘thing’, and
on the other, the peculiar conception of the word in England, as in the phrases, ‘things in possession’ and ‘things in action’. In
Jurisprudence , a ‘thing’ necessarily denotes an object of rights. In that sense every instrument is a ‘thing’, in so far as the paper
on which it is written is concerned. It is not only in that sense is a negotiable instrument a ‘thing’ also in the sense that it is a
physical embodiment of rights. A person lawfully getting possession of such an instrument acquires title to it, and the same cannot
be said of other instruments. Again, it represents money and possesses all the characteristics of money which it represents, For
example, it is not tainted by any defect or fraud in the source from which it flows, so long as its acquisition is bonafide and for

value,
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