
How TReDS Is Transforming Businesses And Helping Both 
MSMEs & Corporates.

On 2nd November 2018, the Ministry of MSME issued a special no�fica�on to all 

organiza�ons with an annual turnover of Rs. 500 crore and more. In the no�fica�on, the 

ministry made it mandatory for such companies to register themselves on an RBI approved 

TReDS pla�orm. Registrar of Companies (ROC) in each state and CPSEs has also been granted 

the authority to implement and monitor compliance to the above instruc�on.

Recently, the Ins�tute of Company Secretaries of India (ICSI) has also received a 

communica�on from Ministry of Corporate Affairs (MCA) to advise the Company Secretaries of 

such organiza�ons to ensure registra�on of such companies on the TReDS pla�orm at the 

earliest and confirm compliance.

TReDS (Trade Receivable Discoun�ng System) is an ins�tu�onal mechanism that allows businesses to 

auc�on trade receivables (Invoices) on a digital pla�orm. The pla�orm serves as a transparent and 

quick medium for the small scale players to avail very quick disbursement of their payments, through 

banking and factoring companies, at extremely reasonable bill-discoun�ng rates.

What Is TReDS?
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TReDS helps a supplier to realize payment against an invoice raised to 

a buyer, through a financier at discounted rates, in significantly less 

number of days as compared to the buyer company’s regular credit 

period �melines.

The same process which helps MSMEs get faster payments at a discounted cost is the one that enables 

corporates get mul�ple benefits too.

Benefits For MSMEs

Benefit For Corporates

It involves three par�es (suppliers, buyers, financiers) and the whole 

process of invoice discoun�ng takes place on a digital pla�orm.

The process of bill discoun�ng ini�ates with uploading of a valid invoice 

by the supplier on the TReDS pla�orm, and the buyer then checks the 

validity of the invoice &approves the same.

Upon approval, various financiers start to bid on the invoice at 

discounted rates (that depends on buyer’s ra�ng). 

The supplier then accepts the bid as per their discre�onand, upon 

acceptance, the payment is processed the next day and supplier’s 

account is credited with the discounted amount.

The payment cycle decided during the contracts is usually limited to 45 days. But with the reverse-

factoring feature on TReDS, corporates can extend their payment cycle period through a financer, while 

ensuring that the vendor gets paid on �me. This helps corporates maintain a healthy vendor rela�onship 

with relief of payment cycle.

Extended Payment Cycles

Another indirect benefit is the factoring process of vendors. When a vendor applies for factoring, they 

get their payment at discounted rates much faster than the designated �me period, and without the 

corporate ge�ng involved. This removes the chance of excep�ons like early payment that vendors o�en 

demand from corporates.

Reduced Excep�ons

The discoun�ng feature also helps corporates put the working capital to use based on priority. Whether 

the vendor opts for discoun�ng or the corporate opts for reverse discoun�ng, the payment �me 

extension enables be�er management of working capital.

Improved Working Capital
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As a buyer, nego�a�on plays an important role in improving the 

business’ financial health. When vendors get the confidence of 

assured �mely payments through a single pla�orm with reduced 

payment cycle, the vendors will automa�cally be quite happy to 

supply their goods & services for the buyer organiza�on, and give it 

preference in delivery �ming, and even be able to handle larger order 

sizes. All of this creates a be�er nego�a�on scenario for the 

corporates as a buyer.

Be�er Nego�a�ons

Even though the direct benefits of TReDS appear to be for the 

vendors, in the long-term corporates benefit significantly through 

savings in the form of working capital relief, extended payment 

cycles, be�er business cost visibility and improved vendor 

rela�onships.

1. M1xchange

2. Invoicemart

3. Receivable Exchange of India Ltd. (RXIL)

Conclusion

Among the three pla�orms M1xchange is leading the TReDS sphere and has emerged as the biggest and 

fastest growing TReDS pla�orm in terms of Volume of Bills Discounted. The exchange has a robust digital 

pla�orm and excels in providing great customer service. The pla�orm has also won 2 pres�gious awards 

for its overall contribu�on to the MSME sector – Best Digital Solu�on of the Year by Indian Express in 

December, 2017 and Best Payment Technology Solu�on Provider by ET Now in February, 2019.

To conclude, no ma�er which TReDS pla�orm you register on – as a corporate buyer or MSME supplier or 

financier – you are going to reap mul�ple benefits. This is a huge step that will change for good the face of 

business transac�ons in India in the very near future itself.
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