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A H sfch’ / Banking In India

S FT €2/ What is Bank?

TF §% TH fodia HEOm ® S W OSiR HOr 3 w1 wE
FA B TH S AfAE T A ARE (YoR) F S
T A H T A KT SAAAM @ 7 R A ) A
T 81 36 YR, 9% TF GO oAfe i SUR 3@ @
¥ I TETEIHRAT B ¢ (Fravs/suReRdl) =S & W
TH TR, S Taded 3R YRS & a9 gL ® ®Y
" % w2

A bank is a financial institution which performs the deposit
and lending function. A bank allows a person with excess
money (Saver) to deposit his money in the bank and earns
an interest rate. Similarly, the bank lends to a person who

needs money (investor/borrower) at an interest rate. Thus,
the banks act as an intermediary between the saver and the

borrower.

S SAHAR T S @ S FH &L T S ofar @ o
ST T HET W 7 SR SURHA H Sod AN R W I
IUR &A1 ¢ T SR & el S 2

The bank usually takes a deposit from the public at a
much lower rate called deposit rate and lends the money to
the borrower at a higher interest rate called lending rate.

ST @I SYUR T % & & 3R H TS = G
el ST €, 3R oA YER § s Hi AF e 2

The difference between the deposit and lending rate is
called 'net interest spread', and the interest spread constitutes
the banks income.

SRl & 1 / Functions of Banks

Funcﬁon'
of Banks

Secondar
Functions

Primary
Functions

el & & URR & & £
There are two types of functions of banks:

& yrafies ®E - 99 SER FE, EB0 AR Am YT m
FE

Primary functions - Accepting of deposits, Granting of loans
and advances.

@ Hregthaer / fgdiaes o - o w1, swEfia s

Secondary Functions - Agency functions, Utility Functions.

wrafies s

(Primary Function)

e oifufsasd dw & Wi & S @ o9 SER @R
SURAISA 1 3 e # e % o e €, TR
3Rt fafe= fodia smawaerane & fore stevasar e <,
TSe anfeler faerma @i faesm =1 giaen foerd 21
The primary functions of Commercial Banks revolve around
the mobilization of funds from the public and the allocation

of these funds to borrowers who require them for their various
financial needs, thereby facilitating economic growth and

development.

arfuTieres SRl & wrafhe st § i §:

The primary functions of commercial banks include:

a) AT R il /Accepting Deposits
Fifoifsre S safwal iR oaEl ° S WER F:W €,
g IffT @, s90 @ SR ety S oS S
wHO (HiE) e #)
Commercial banks accept deposits from individuals and

businesses, including checking accounts, savings accounts,
and time deposits such as certificates of deposit (CDs).

b) RUT UG kIl /Providing Loans
S cafal 3R sgeEmEl w1 fafe= sieal % faw T suR
3 €, W R TS, HOEE & HE A1 e afes
% fag &7 3
Banks lend money to individuals and businesses for various

purposes, such as buying a home, starting a business, or
funding a project.
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wreates /fgdaes s
(Secondary Function )
1. WaHr wrd ( Agency Function )

(i) 99 T ST /Transfer of Funds:- S% fewis
TP, Hel THET 3 S STHLN 1 HEE § Th TIH
Y g WA aF TREE SR STEE oH Ywer &
gfasn weM w3 2

Banks provide the facility of economical and easy
remittance of funds from place-to-place with the help
of instruments like demand drafts, mail transfers, etc.

(i) Taf= w&f 1 WuE W WA /Collection and
Payment of Various Items: - S0 Seh 31T Ur&ehi
# AR W =, foet, =, @i, gee, TR eiR
I afuw WS THT wd § SR SO TeH!
ot fadel W, S WfeEe enfg &1 g o
Fd 7
Commercial banks collect cheques, bills,' interest,
dividends, subscriptions, rents and other periodical
receipts on behalf of their customers and also make
payments of taxes, insurance premium, etc. on standing
instructions of their clients.

(iii)ﬁﬂ'&ﬁ ‘@Tﬁ‘@ﬁ?{ 3T fersht /Purchase and Sale
of Foreign Exchange:~ %= oVl i &l S
S gR1 faRelt g1 ® oA i @ forg sifrma faran
ST &1 9 19 WEhi it R O TRl g5 wilisd eik
e & IR AT AR 1 9gEl a4 | 6eE A Bl

Some commercial banks are authorized by the central
bank to deal in foreign exchange. They buy and sell
foreign exchange on behalf of their customers and help

in promoting international trade.

(iv) wfagfaei it wiig 3fiX fseht /Purchase and Sale of
Securities:- SNUTT S 377 UEhi 1 3 F Feft
ot @ YR iR e whfe # Ehe ok
T
Commercial banks buy and sell stocks and shares of

private companies as well as government securities on
behalf of their customers.

(v) 3IRT et /Income Tax Consultancy:- q I
e 1 AFHR Y Heifd Al ) Fere ot 39 F
3R FEi % o SR e fed ot GOr W
They also give advice to their customers on matters

relating to income tax and even prepare their income
tax returns.

2, WM SUATTEr hrd ( General Utility Function )
@ Sk /P W STANAT HaTU TSH wid &
S

Commercial banks render some general utility services
like:

(i) THRT FIAET /Locker Facility:- STfuiisae S mmeaht
% YogaH 9EE H gUEa e § W & fau
TRen At = Rt S graen yEH S 2

Commercial banks provide facility of safety vaults or lockers
to keep valuable articles of customers in safe custody.

(i) 2@ <k /Traveller's Cheques:- T Sk
T TR H AN H I TR O F SEH I
TR % fau ool =% Wi s 2

Commercial banks issue traveler's cheques to their
customers to avoid risk of taking cash during their
journey.

(i) & UF / Letter of Credit:~ 3 379 W&ehi I ST
@ qEIiE % & fou @ o ot S w2

They also issue letters of credit to their customers to
certify their creditworthiness.

(iv) |ifegent @1 |UE /Collection of Statistics:— ECD
MR, afved 3R Sam | Fafrd 3fihe THa 3R
YRS R €1 sEfei, d foia Ame W Mee @
T 34 21 AffTs HF S § 9 W w7
IR T St F1 STEM O A & faw @
FTelifsh, 9T foRT T 0T SR R 9T S A @ R
T Aferek 1 SRl % 39w R TR T & AW
¥ S W R

Banks collect and publish statistics relating to trade,
commerce and industry. Hence, they advice customers
on financial matters. Commercial banks receive deposits
from the public and use these deposits to give loans.
However, loans offered are many times more than the
deposits received by banks. This function of banks is
known as 'Money Creation'.
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argfea Sk s IR-3rEfeE S

/Classification of Commercial Banks

& g d 9RA § @ SR YaEE 0 & SfER )

(Public Sector Banks )
@ I 9 dF T o0 9IRG TR &1 9gHa feee 2

T & fa | sl S -srgfe BASIS FOR SCHEDULED
IDIR COMPARISON BANKS NON-SCHEDULED BANKS
319 argtaa qF TH SR ﬁz_aaﬁf‘aﬂ ¥F5 3 % © Meaning Scheduled banks isa  [Non-scheduled banks are the
£ Foret o Rl banking corporation banks which do not comply with
%. S st ) % 7 . whose minimum paid  |the rules specified by the Reserve
TH Gl T 71 5w | fafde fem @ e @ up capital is Rs. 5 lakhs [Bank of India, or say the banks
3R STl ® Ra W | FW T, WM FE % A IF and does not harm the  [which do not come under the
- f . interest of the category of scheduled banks.
T T ' @ Gﬁ - @}Hﬁ F ot depositors.
A T o # Second Schedule |Listed in the second Not-listed in the second schedule.
T S T ogEt W gAEsl | 3Ed oy | gEes schedule.
T 2 Cash Reserve Ratio [Maintained with RBI.  |Maintained with themselves.
A Borrowing Scheduled banks are  |[Non-Scheduled banks are not
SR T B T T T T e allowed to borrow allowed to borrow money from
SRR money from RBI for  [RBI for regular banking purposes.
IUR ST ol Wl FEfda | TR-Srgied Sl regular banking
S sivdl @ Prafirg SR Sivla purposes.
fer Returns To be submitted No such provision of submitting
SRS | ¥ IUR < T ST | 4 SR periodically. periodic returns.
1 STl 2 o TR T 8l Members of It can become a It cannot become member of
T TE-ET W W Sratus e w9 &6 & clearing house member of clearing clearing house.
- house.
Siuiid| THl HE EEH e 2 -
RN TR % | we faeafn wea @ IE FHENEE & H TR
e T T G R T o g 2
arforferes Sel w1 SieRToT SR & & S

q = SfvEl o afiea fen T ©, St

Commercial banks in India are classified into two broad
categories based on ownership and management control,
namely:

O WS &5 % % /Public Sector Banks

O foit &% =% S /Private Sector Banks

Q & aeio S /Regional Rural Banks

@ R &5 % deh qRd IR dfeh oraEmE & forg
@[ € R § ynl ¥ fawfe 2

Public sector banks account for the majority of the banking
business in India and are divided into two types:

O 9Rd™ Ve d% /State Bank of India
QO I<gEFd e (11) /Nationalized Banks (11)

@ g g9 ¥ uRdg B 8%, WG & qed 91 it

These are banks in which the Government of India owns a
majority stake.

S et 2
This group includes the State Bank of India, India's largest
commercial bank.

IR W2 Sk AT, 1955 3 Rl HisEn shies
3% 3% Sfea &1 9N Ve 9% ¥ gRafdd s aRda
W dF ] TG F

The State Bank of India Act, 1955, established the State Bank
of India by converting the then-existing Imperial Bank of
India into the State Bank of India.

1955  9RAE Ve dF ® TS & 9%, 1969 3 1991 &
o 3 14 Sl w1 U TR T 3w dw 9
s T s A 50 He 9 eifusw 9

Following the formation of the State Bank of India in 1955,
another 14 banks were nationalized between 1969 and 1991.
These were the banks with more than 50 crores in national
deposits.

KGS Campus Patna -6 Mob.: 8877918018, 8757354880

By : Dr. Bharat Sir




@ 1980 T 3= BE bl T THFHO TR TN, FEE A
e 99 g T

Another six banks were nationalized in 1980, bringing the
total to twenty.

@ W S GUE & TS 1 Se9F U0y &= # Sfemm gawne
% fowar & oSt @ e

The formation of the State Bank Group was intended to
accelerate the expansion of banking facilities in rural areas.

@ yu@ e Sehl 1 TSI FA F i Q9 H,
foim w1 @ v &5 H 9 W o e e iR
IR 32T % foIU 701 & Sed @ € ;e A W
T SR & A= & W fwA @ e

The decision to nationalize the major commercial banks was
made with the goal of opening a large number of branches
throughout the country, particularly in rural areas and
mobilizing large amounts of deposits for the purpose of
lending to productive purposes.

@ o |, 9Rd W Hol 11 TRIFHd Ao B
Currently, there are a total of 11 Nationalised Banks in India.
@ SBI & U< o HH S 2
SBI is considered as National Banks
Foft 8 & o
( Private Sector Banks )

@ froft &5 & % < FHR ® B € - G s e ® W
3R 7 =it & & o

There are two types of private sector banks - Old Private
Sector Banks and New Private Sector Banks.

e M froft 89 % % 3 ol 89 & o & 1 T &
g G 9

Old Private Sector Banks are those private sector banks that
existed at the time of nationalization.

@ 1993 § UBH HNA H IS T4 Ak wfud Fel fRA1 S HeH|

No new banks could be established in India prior to 1993.

@ urdg e o 7 1993 § 9Ra § ¢ e &5 % Sl @
T & o feenfader s fevmy

The Reserve Bank of India issued guidelines for the

establishment of new private sector banks in India in 1993.
@ §% & WW g w1 Aty fewm et wfeal & ™

Bl 21 37 Sl w1 HifFa-aa@ F & w9 § wenfaq e

™ 2

The majority of a bank's share capital is held by private

individuals. These banks are set up as limited-liability
corporations.

@ Fsit & & el o sTeitensHient S, W Yo, TuEiuEd
3R 3= e ?1

Private sector banks include ICICI Bank, Axis Bank, HDFC,
and others.

foeft s

(Foreign Banks)

@ 3 % Uslipd © IR SR gETed g 39§ @, o
TR 29 | SR v €
These banks are registered and have their headquarters in
another country, but they have branches in our country.

@ 379 aF, 2021 H ARG § N 46 FoReh A% W R @ B

As of now, there are approximately 46 foreign banks
operating in India in 2021.

@ 9Rd ¥ faRyht A% 9 wauwerd, A dw, P 9 9%
3R =1 TfHet 2

Foreign banks in India include HSBC, Citibank, Standard
Chartered Bank, and others.

@it T SR
(Regional Rural Banks)

@ Y IR =1 rior 8 & foAw vt e swo gifiea
H & T F WY 26 TAASR, 1975 I SN AR 3R
AR Affm, 1976 % YELMT & TR &g Ao
SRl I T H T R

Regional Rural Banks were established in accordance with
the provisions of an Ordinance promulgated on September
26, 1975, and the RRB Act, 1976, with the goal of ensuring
adequate institutional credit for agriculture and other rural
sectors.

& SRS el 39 &3 § H1H FL Ghd 2 o= AN TEHR
BN TG H T 91 TF 9 1k TSl & Fer & & fau
it fwan T 2

RRBs can only operate in the areas that have been designated
by Gol as covering one or more districts in the state.

@ NSl TIH ®Y § 9RA TR, Wald 19 TR 3R
i S T §; o # 9w g
aifererl & s HE: 50%, 15% 3R 35% & U H
forfoa gt 21

RRBs are jointly owned by Gol, the relevant State
Government, and Sponsor Banks; the issued capital of an
RRB is divided among the owners in the proportions of 50%,
15%, and 35%, respectively.
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i argfea arforfes S
(Non -Scheduled Banks)
@ 3 dw ® 9ndE Red S erfufem, 1934 &t @l
STIEE | 7 Sier e ¥
These banks are not added in the Second Schedule of the
Reserve Bank of India Act, 1934.
e ®3 Teal 9% ot gEt oot o e
Some cooperative Banks as also come in this category
@ 9rd § R iEa Al S § Bited dhd TR
S fafiee - wwErE (W), Fon o wgig e
e % fafids, seeE R (s1Y WRW), AR oAk
e d% e, #iee R (WERg) SR wiee o
e §% e €)1 fasEere, ey TR
Non scheduled commercial banks in India include Capital
Local Area Bank Ltd - Phagwara (Punjab), Krishna Bhima
Samruddhi Local Area Bank Ltd, Mahbubnagar (Andhra

Pradesh), Subhadra Local Area Bank Ltd., Kolhapur
(Maharashtra), and Coastal Local Area Bank, Vijayawada,

Andhra Pradesh

Commercial Banks VS Cooperative Bank

g fafw= efufrawi & qea T
Sl

WEhRT deh arforfaes S&
Tewrl o geam & fagia W afofers S o1| AR & T
HH FW T T FM F 2
e Sl @ @i 3R aforfres dept w1 e SR fsh
Herer el gW T S ®, S | At % u e @
S ek §
TEFR S 1 TS fafa= T | i S 1 e §EE g

T T gaH stfufaam g feen
S

TEHH 9 ¥ 3 WS WO B
2- 3 =R, fen =R SR Wt
el wiufaat

T dei & U T HE
YSHHA T §

et d% forwl o s v
T T hd

iforfege de R § ot
e G Thd

Cooperative Banks ‘ Commercial Banks ‘
Cooperative banks work on the[Commercial bank work on the

principle of cooperation principle of profit-making

Cooperative banks are owned [Commercial banks are owned
and operated by members, wholby the and private individuals
are its customers

Commercial banks are
constituted by a uniform act
passed by the parliament

Cooperative banks are
constituted by different states
under different acts

Commercial banks have no
such hierarchy

Cooperative banks have 3 tier
system- apex level, district
level and primary cooperatives

Cooperative banks can not
open their branch in foreign

Commercial banks can open
their branch in foreign countries

countries

fewult Note:-

® 9T T TH WSl WSk &5 1 Seh- WA R Sk

o ud ¥ §s® Wl fieft &5 1 % -weEiumdt S

o u9id ¥ wed Wl faReh S KeE ueS d
G W eI e aren S - 9N BE S

Note:-

® Largest public sector bank in India - State Bank of India
® Largest private sector bank in India - HDFC Bank
® Largest foreign bank in India - Standard Chartered Bank
[}

Bank with more branches in India - State Bank of India
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aRera sfe ot ® waw The Firsts In Indian Banking System

® YRd # TEel W Heh Nk RgEM o1 (1770) ]

First bank in India was Bank of Hindustan (1770)

® Y g Welud Ugell de Y wHYEAA oAk o °

First Bank managed by Indians was Oudh Commercial
Bank

® URA S aTel Ueell sk UIE A9 Sk AT (Seh o | @
TR ST oI T &)

First Bank with Indian Capital was Punjab National Bank
(Founder of the Bank is Lala Lajpat Rai)

® YA T Ugan fas¥i S% HSBC ® ® First Foreign Bank in India is HSBC

® 3TETHESN YHIUYS Ui i el qgel dF BT Ak T ® First bank to get ISO certificate is Canara Bank

® YT & T2 YEo uA S% Sk i gfear 2 ® First Indian bank outside India is Bank of India

® TITH & & arel wwal EED TeTHeEr (1987, 11‘.—“-5‘) ® First Bank to introduce ATM is HSBC (1987, Mumbai)
2

® Tt Wik WESIh W& ol Yedll Seh (HeH quer) | ®  First Bank to have a joint-stock public bank (Oldest) is

. Allahabad Bank

TAEETE ek ©

® TEAl ghadd d NEHeNSHies (Fefieae sfee Ue | ® First Universal bank is ICICI (Industrial Credit and
eite SO fe 2fear) 3 Investment Corporation of India)

® TUd Gl & H Al el S Udredt Se (1833) | ® First bank to introduce saving account is Presidency
3 Bank (1833)

® <% faed Y& T dell TBel S STt sk € (1833) | ®

First Bank to Introduce Cheque system is Bengal Bank
(1833)

® I iR Gfaul <4 A1l Uedl S SMSHISIEHRTE ¢ | @

First bank to give internet banking facility is [CICI

® TEIT e U Al Yedll s WA R seh @ ®  First bank to sell mutual funds is State Bank of India

o wfee &€ W T Al Uscl Sk e ek 3w gfear | @  First bank to issue credit cards is Central Bank of India
?

® TEo fefsee S+ fesieed ¢ ® First Digital Bank is Digibank

® TS WHU &5F % ('l;lTl:ﬂ'uT é’?:s) qUq S (ﬁqﬁ',%a’ ® First Rural Regional Bank (Grameen Bank) is Prathama
S g W) Bank (sponsored by Syndicate Bank)

o ‘Ui’ fFT oedY Wi # dlel Ueeh o | ® First bank to get 'in principle' banking license is IDFC
a‘@w G s ¥ 3 and Bandhan Bank

® YA ¥ Heue< SfhT Y& HE arel Uedl dh UES oI sk | ®  First Bank to introduce merchant banking in India is
3 Grind lays bank

® T kI YW I Al USCT seh SNSHISSHISNS & | ®  First bank to introduce blockchain technology is ICICI

® IfTq FEHfIE U HI ATl UEe S Taetr 9 2 ® First bank to introduce voice biometric is Citi Bank

® SR Wan ¥ Ydle U I AN Yol Soh UereiuwEr €1 | ®  First bank to introduce robot in banking service is HDFC.

o ooy # vrEn Wi 9l YH 9 S oF Iw g‘l’%;qT ® First Indian Bank to open an overseas branch - Bank of
3 India
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