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Fundamentals of Economics ✄   

Commercial banking system 
Agenda 

� Definition of bank 

✁ Types of bank 

� Commercial bank 

✁ Functions of commercial bank 

�  credit creation 

https://www.youtube.com/watch?v=jG3L4rBzgrA  

To download slides, get complete notes, test series and 
study material visit http://www.doorsteptutor.com/  
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Bank 

✄ � ✁ ✂ ☎ ✆ ✝ ✁ ✞ ✂ ✁ ✂ ✟ ✆ ✁ ✠ ✆ ✂ ✝ ✡ ✆ ✡ ☛ ✡ ✆ ☞ ✂

which accepts money from the 
public for the purpose of lending 
or investment repayable on 
demand or otherwise 
withdrawable by cheques, drafts 
or order ☞ ✌ ☞ ✡ ✍ ✎ ✌ ✏ ✆ ✝ ✎ ✑ ✒  
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Now, all concepts of money and banking system are 

cleared..! 

Doorsteptutor.com provides video lectures for your better 

understanding. 

https://www.youtube.com/watch?v=jG3L4rBzgrA  
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Indian Banks 
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Types of 
Banks 

Commercial 
bank 

Co-operative 
bank 

Specialized 
bank 

Central bank 

December 10, 2014 © Examrace, Dec-14 

At doorsteptutor.com we provide a detailed 

understanding with visual aids on various economic 

concepts https://www.youtube.com/watch?v=jG3L4rBzgrA  
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✁ Deals with money and 
credit. 

� Usually Provides 
short-term loans 

� Biggest component in 
banking structure of 
any nation 

 

� Commercial bank in India 

✁ At present, 20 nationalized bank 
+ 

SBI and its 7 subsidiaries 

Controls over 90% of banking 
business 
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Our online platform provides complete access to all 

videos, lectures, notes and practice questions - 

Doorsteptutor 

https://www.youtube.com/watch?v=jG3L4rBzgrA  
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Functions of commercial bank 

Primary function Secondary function 

Acceptance of 

deposits from public 

Lending of funds 

Use of cheque system 

Remittance of funds 

Agency services 

General utility 

services 

December 10, 2014 © Examrace, Dec-14 

https://www.youtube.com/watch?v=jG3L4rBzgrA  



E
x
a
m

ra
c
e

E
x
a
m

ra
c
e

E
x
a
m

ra
c
e

Contact: +91-999-800-8851 

or contactus@examrace.com 

Acceptance of deposits from public 

� Mobilize savings of 
household sector through 
receiving deposits 

� Encourage savings in 
economy 

� Make income earning asset 

 

TYPES OF ACCOUNTS 

CURRENT 
ACCOUNT 

SAVING BANK 
ACCOUNT 

FIXED DEPOSIT 
ACCOUNT 
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Lending of Funds 
Overdraft 

Cash credit 

Discounting trade bills 

Money at call or short-term advances 

Term loans 

Consumer credit 

Miscellaneous advances 
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Bearer cheque 

Crossed cheque 
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Remittance of funds 

� Bank drafts 

� Telegraphic transfer or mail transfer etc. to remit funds 

� Cheaper source 
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Agency services 
Bankers perform certain functions for and on behalf of their clients. 

To collect or make payments for bills, cheques etc. 

To remit funds on behalf of the clients 

To act as trustee, executor and attorney for the customers will 

Employ income-tax experts for their customers 

To work as correspondents, agents or representatives of their clients 
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General utility services 
Letter of credit, from importer to the exporter 

Issue of bank drafts, travelers cheque etc.  

Accepts or collects foreign bills of exchange 

Act as referee with respect to financial standing, business reputation 
etc. 

Arrange safe deposit vaults- customers entrust their securities 

December 10, 2014 © Examrace, Dec-14 

https://www.youtube.com/watch?v=jG3L4rBzgrA  



E
x
a
m

ra
c
e

E
x
a
m

ra
c
e

E
x
a
m

ra
c
e

Contact: +91-999-800-8851 

or contactus@examrace.com 

Credit creation 
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Doorsteptutor.com now provides you full material of any subjects 

of your concern and solves your doubts too.  

https://www.youtube.com/watch?v=jG3L4rBzgrA  
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Limits to credit creation 
Limits to credit creation 

Amount of cash 

Cash reserve ratio 

External drain 

Willingness of customers to borrow 

Supply of collateral security 

Banking habits and banking system 

Monetary policy of central bank 
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