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Banking 

 Banking is an institution which collects money from those who have in spare or

who are saving it out of their income and lend this money out to those who

required it.

 According to John harry: Bank is an economic institution whose main aim is to

earn profit through exchange of money and credit instrument.

 R. S. Sayer: Banks are institution whose debts are commonly accepted in

settlement of other people debts.

 The state bank of India was formed in 1955.



Types of banking

1. Commercial banks

2. Saving banks

3. Land development banks

4. Cooperative banks

5. Industrial banks

6. Exchange banks

7. Mixed banks



Commercial banks

 A bank which accepts demand deposits and allows withdrawal of money

by cheques or any other means, providing finance, transferring money,

industry and commerce known as commercial bank.



Function and services of commercial 

banks

1. Service to depositors 

 By accepting money on depositors or saving account on which a reasonable 
interest is paid.

 The facilities are:

 Checking account 

 Saving account 

 Debit and credit cards

 Online banking 

 Insurance 

 Wealth management 



Function and services of commercial 

banks

2. Service by way of loans

a) Overdraft 

b) Cash credit 

c) Loans 

d) Discounting bills 



a) Overdraft 

 A customer is allowed to draw cheques even if there is no balance 

amount to credit of his account.

 Example: A customer has Rs. 30,000 standing to his credit and he issue 

cheques for Rs. 50,000, he would be said to have overdrawn an amount 

of Rs. 20,000.  

 The customer is required to pay interest at a specific rate on the amount 

of Rs. 20,000 on daily basis.



b) Cash credit 

 Cash credit is a facility to withdraw money from a current bank account 

without having credit balance but limited to the extent of borrowing limit.

 When he/she able to repay, an interest is charged by the bank on the 

outstanding amount in a cash credit account.



c) Loan 

 A bank offers to lend money to consumers for a certain time period. As a 

condition of the bank loan, the borrower will need to pay a certain 

amount of interest per month, or per year.

 You have to put some mortgage for clamming loan.



d) Discounting of bills

 Under this scheme, the banks encash their customer’s bills before they 

become due for payment. For this service the bank charges a nominal 

discount.



Miscellaneous services

 Banks provide lockers to secure valuable articles of their customers such 

as jewellery, shares, important documents, etc.

 Credit transfer to one bank to another.

 Foreign exchange 

 Provides assistance for investment and other financial matters.

 It collects interest / dividend on securities and share belonging to its 

customer.


