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Holder  
 Holder is entitled to the possession of a negotiable instrument in his own name  
 Holder is entitled to receive or recover the amount due on the instrument  
 Holder is the rightful claimant of the NI if the NI is lost or damaged   
 
Holder-in-Due-Course  
 A holder in due course can file a suit in his own name if the NI is dishonored 
 Holder in due course obtains the title of the NI from the maker, lawful owner or the person with 

lawful custody  
 A holder in due course possesses the negotiable instrument as a bearer, endorsee or payee.  
 The NI must be complete in all respect (not blank or undated. Any cutting or overwriting should be 

signed by the drawer) 
 The NI must be obtained in good faith (without prior knowledge about any defect in the instrument) 
 The NI must be obtained before the date of maturity (even possessing on the day will not be counted) 
 The NI must be obtained for a legal and valid consideration (if the instrument is donated as a gift, the 

person who receives it will not be considered as a holder in due course)   
Rights and Privileges  
1. Every prior party is liable to the holder in due course until the claim is fully satisfied (u/s 36) 
2. In case of inchoate instrument, the holder in due course receives a good title of the instrument and 

can recover an amount up to the value of the stamp (u/s 20) 
3. In case of escrow instrument, the conditions for creating liability will not arise in case of holder in 

due course. Hence, the payer cannot plead on that. (u/s 46) 
4. If the instrument is drawn in fictitious name, the acceptor cannot plead for non-payment. However, 

the holder in due course has to prove that the signature of drawer and first endorsee are same (u/s 
42).  

5. If the instrument is lost, or obtained from the maker or any other holder through offence or fraud or 
by paying an unlawful consideration, then the person so obtaining it cannot recover the amount from 
the drawee unless he obtains it from a holder in due course (u/s 58) 

6. The drawer of a bill of exchange and cheque, maker of a promissory note and acceptor of a bill of 
exchange are not permitted deny the validity of the instrument if a suit is filed by any one of the 
holder in due course (u/s 120).  

7. Maker of the promissory notes or acceptor of bill of exchange is not permitted to deny the capacity of 
the holder in due course to endorse the document (u/s 121).   

8. No endorser of a NI is permitted to deny his signature on the NI upon a suit filed by any subsequent 
holder in due course or deny his capacity to contract any prior parties (u/s 122).  

 


