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Types of Discount - Trade Discount

* I'm assuming you're aware that a discount is a reduction in the standard price of a
good or service you purchase. However, did you know that there is a Trade
Discount as well as a Cash Discount available?

* Following that, we'll take a closer look at these two sorts of discounts to see how
they differ from one another. This post will look at what a trade discount is and
how it works.

* Atrade discount is a rebate in the regular price of products or services offered by
the seller to the buyer at the time of purchase.
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Types of Discount - Trade Discount

* In general, sellers provide trade discounts to entice buyers to purchase in bulk,
Common examples such as:

— when a manufacturer sells a large number of products to a wholesaler or
— when wholesalers sell a large number of products to a retailer.

* Atrade discount can be expressed as a particular dollar decrease from the regular E=
price, or it can be expressed as a percentage reduction from the regular price.
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* Asanillustration, consider the following scenario regarding a trade discount. W
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* Bags manufactured by a manufacturing company are sold at a retail price of RM30
per bag.

* A wholesaler placed an order with the manufacturer for 150 bags, and the
manufacturer offered a 25% trade discount on this order.

* So the total retail price of RM4,500 is reduced to RM3,375.

* And this RM3,375 would be the amount that the manufacturer would bill to the
wholesaler. As a result, the total trade discount would amount to RM1,125.
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