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1. Introduction 

According to oxford Dictionary defines a bank as "an 

establishment for custody of money, which it pays out on 

customer's order."According to Banking Encyclopedia, Bank is 

a financial institution which receives deposits from the public 

and lends them for investment purpose i.e., deposits of money 

and advances of the Main function of banks, but in the era of 

globalization banks indulges themselves in many activities like 

Insurance, Mutual Fund Business and Investment in Stock 

Exchanges. These activities of banking are considered as Para 

Banking Activities. In simple words, we can say that Bank is a 

financial institution that undertakes the banking activity ie.it 

accepts deposits and then lends the same to earn certain 

profit. 

 

In simple words, Banking can be defined as the business 

activity of accepting and safeguarding money owned by other 

individuals and entities, and then lending out this money in 

order to earn a profit. However, with the passage of time, the 

activities covered by banking business have widened and now 

various other services are also offered by banks. The banking 

services these days include issuance of debit and credit cards, 

providing safe custody of valuable items, lockers, ATM services 

and online transfer of funds across the country / world. 

 

It is well said that banking plays a silent, yet crucial part in 

our day-to-day lives. The banks perform financial 

intermediation by pooling savings and channelizing them into 

investments through maturity and risk banking business has 

done wonders for the world economy. The simple looking 

method of accepting money deposits from savers and then 

lending the same money to borrowers, banking activity 

encourages the flow of money to productive use and 

investments. This in turn allows the economy to grow. In the 

absence of banking business, savings would sit idle in our 

homes, the entrepreneurs would not be in a position to raise 

the money, ordinary people dreaming for a new car or house 

would not be able to purchase cars or houses. 

 

2. Function of banks 

 
 

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: 
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