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INTRODUCTION:

 The main functions of commercial banks are accepting deposits from the public and 

advancing them loans . However, besides these functions there are many other 
functions which these banks perform. All these functions can be divided under the 

following heads:

 1. Accepting deposits

 2. Giving loans

 3. Overdraft

 4. Discounting of Bills of Exchange

 5. Investment of Funds

 6. Agency Functions





PRIMARY FUNCTION OF BANK

 Accepting Deposits: The most important function of commercial banks is 

to accept deposits from the public. Various sections of society, 

according to their needs and economic condition, deposit their savings 

with the banks. 

 For example, fixed and low income group people deposit their savings in 

small amounts from the points of view of security, income and saving 

promotion. On the other hand, traders and businessmen deposit their 

savings in the banks for the convenience of payment . 



 Therefore, keeping the needs and interests of various sections of 

society, banks formulate various deposit schemes. Generally, 

there ire three types of deposits which are as follows:

1. CURRENT DEPOSIT

2. FIXED DEPOSIT 

3. SAVING DEPOSIT

4. RECURRING DEPOSIT 



GRANTING ADVANCES AND LOANS 

 Banks charge interest from the borrowers and this is the main source of their 

income. Banks advance loans not only on the basis of the deposits of the 

public rather they also advance loans on the basis of depositing the 

money in the accounts of borrowers. In other words, they create loans out 

of deposits and deposits out of loans . Modern banks give mostly secured 

loans for productive purposes. In other words, at the time of advancing 

loans, they demand proper security or collateral. Generally, the value of 

security or collateral is equal to the amount of loan. This is done mainly with 

a view to recover the loan money by selling the security in the event of 

non-refund of the loan . At limes, banks give loan on the basis of personal 

security also.



Banks generally give following types of 

loans and advances:

1. OVERDRAFT 2. CASH CREDIT 

3. LOANS
4. DISCOUNTING 
OF BILLS 



AGENCY FUNCTION

 Banks function in the form of agents and representatives of their customers. Customers give their 

consent for performing such functions. The important functions of these types are as follows:

 (i) Banks collect cheques , drafts, bills of exchange and dividends of the shares for their custom-

ers.

 (ii) Banks make payment for their clients and at times accept the bills of exchange: of their cus-

tomers for which payment is made at the fixed time.

 (iii) Banks pay insurance premium of their customers. Besides this, they also deposit loan 

installments, income-tax, interest etc. as per directions.

 (iv) Banks purchase and sell securities, shares and debentures on behalf of their customers.

 (v) Banks arrange to send money from one place to another for the convenience of their custom-

ers.



UTILITY FUNCTION

 i) Banks make arrangement of lockers for the safe custody of valuable assets of their 

customers such as gold, silver, legal documents etc. 

 (ii) Banks give reference for their customers.

 (iii) Banks collect necessary and useful statistics relating to trade and industry.

 (iv) For facilitating foreign trade, banks undertake to sell and purchase foreign exchange.

 (v) Banks advise their clients relating to investment decisions as specialist

 (vi) Bank does the under-writing of shares and debentures also.

 (vii) Banks issue letters of credit.

 (viii) During natural calamities, banks are highly useful in mobilizing funds and donations.

 (ix) Banks provide loans for consumer durables like Car, Air-conditioner, and Fridge etc.



THANKYOU


