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P ,m Mgﬂ _Cmrcial Bank : A commerciy bank

: me which accepts dﬂpﬂﬁits from the peopl

WL SR purpose of consumption or invcslmcn;
co i banksl_ _ !_hBSE days perform various other
il ‘-m. Tedit creation, transfer of funds, agenc, Jobs
tﬂ' -I.x_l_dian Banking Companies Act. “Bankin.
Whld:l transacts the business of banking U.]m:;
ng for the purpose of lending or investment of
ley from the public repayable on demand o
ble by cheque, draft, order or otherwisc
ined the bank as follows : “A banker

‘course of his business, receives monc
it elmmws of persons from whom or
it”

ley, “A bank is an establishment which
money as may be required
Is entrust money when

T
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muing ijunutiuns such as aceepting, deposits, advancing
, eredit creation and” agency functions. They are also called
stock banks as they are organised in the same manner as
10 companics They generally advance short-term loans
sir customers, though in some cases they may advance
m loans also The commercial banks in India arc state-
well as private banks orgamsed as joint-stock companies.
ustrial Banks : The industrial banks extend long-term
stries. In fact, long-term finance 1s their speciality. In
they also help industrial firms to sell their debentures and
ometimes, they even underwrite the debentures and
big industrial concerns.
strial banks specialize in giving long-term loans 10
asiswellhmwn,themnunercialbanksmwew of
:rm deposits, are not in a position to extend long-term
ustries. Ordinarily, the industrial banks perform three
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stance of long-term deposits. Since the industnial

s give long-term loans, they cannot accept short-
deposits from the public.

peting the credit requirements of industries. The
dit requirements of industrics are of two types. Firstly,
dustrics require capital to purchase land to crect
gs and purchase heavy machinery. To meet these
ements, the industrics need long-term loans
the industries require short- term loans to
v materials and to make payment of wages to
ers. The short-term loan can be given to
even by the commercial banks, but for long-

the industries depend upon the industrial banks

and the industnal
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| Explain the functions of a Central Bank.
| to be the head of the banking and monetary system of a country, Central banks
ﬁl"lfld small country of the world. It is the central monetary authority and
of the country. Central Bank may be considered as a specialised branch of
other banks for the distinct functions it performs. Generally, the Central
‘the G‘D"ﬂfﬂmm of the respective countries.

al Bank. Presently a Central Bank performs a number of functions for which
efinition of Central Bank. Different writers have defined it in different
r function or functions performed by a Central Bank. Some of the
ank are as follows -
ral bank is, “A bank which constitutes the apex of the monetary
performs as best as it can, in the national economic




MBD ECONOMICS (B.A. 11 J

Bank must take appropriate measures to sy

at other LUMES, the bank may be creating alarmingly more credit and iy}
channels. This being the case, the Central Bank must siep into oy ;

also be flowing into undesirable
h - m‘.ﬂ, by rr.gul-l:ing and controlling the creation and distribution of cred

banks-
Government. The Central Bank is alsoa government Bank. As a governmentil

3, Banker to the
renders all those services to the Government which other banks render to their custe
account of Government. It makes collections, disburseme o

maintains the
- des short period loans to meet the current requireme

The Central
behalf of the Government. It provi
term finance of the Government by sale of securities. A
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the Government, it buys and sells the foreign currencies.
a1 adviser to the Government. In this capacity, it gui AL,

;n securing the best possible terms in respect of Treasury Bills and securities. It also rent
expert advice on financial problems 10 the various organs of the Government. : -
4. Banker's Bank. Central bank 15 described as banker’s bank. It provides banking facility ol
at large. All commere '

other banks as they serve the people ial banks have 1o deposit deir et
bilities with the central bank and it provides credit and discounting facilities to them. In every cou
the Central Bank 15 empowered 10 supervise the working of the member banks. For this reaso
Central Bank can impose certain he member banks and thus keep a control on 1

obligations on t
order 1o ensure sound banking system.

the member banks n

These conditions are imposed on
Every member bank is required 1o keep a certain percen of its total liability on depos
Central Bank e.g.. I U.S.A. the member banks are required by law to keep proportions var
to 3 per cent of their deposit liabilities with the Federal Bank. In India under the Reserve Bank
MMMM banks are required to keep @ proportion varying from 5 1o 2 per cent 0 he
liabilities with the Reserve Bank. The Reserve Bank Act 1934 was subsequently amende
the Reserve Bank was now empowered (0 Increase the ratio to 20% of demand liabilities and 8%
B < ' Tal s ./

'!.hulmobiigaﬂnns imposed on Scheduled bank. : ol
is carrying on its functions in more than on¢

have at least Rs. 10 lakhs as paid-up €2 sital; (iii)
. .'I'!-: ua M .‘ il
r of the 5y
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