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Objectives: 

1. To create an idea of modern banking 

2. To familiarise the students with the banking activities 

Unit I: 

Banker and Customer Relationship between banker and customer-General and special 

relationship - Rights of the banker - Negotiable instruments-promissory note, Bill of Exchange & 

Cheque (Meaning & Features) Proper Drawing of the cheque crossing (Definition & Types)- 

Endorsement (Definition & Kinds) - Material alternation 

Unit II: 

Banking System Indigenous Bankers-Commercial Banks - Co-Operative Banks - Land 

development banks-industrial development banks - NABARD -EXIM Bank-Foreign Exchange 

Banks 

Unit III: 

Traditional Banking- Receiving Deposits -General Precautions-kinds of deposits-fixed -current- 

saving-recurring and others-lending loans and advances-principles of sound lending-forms of 

advances-loan, cash credit, overdraft and purchasing and discounting of bills. mode of charging 

security-lien, pledge, mortgage, assignment and hypothecation 

Unit IV: 

Modernized Banking -Core banking - Home banking - Retail banking - Internet banking - Online 

banking and Offline banking - Mobile banking -Electronic Funds Transfer - ATM and Debit 

Card - Smart Card - Credit Card - E-Cash-Swift-RTGS. 

Unit V: 

Reserve Bank of India- Functions of Reserve Bank of India - Methods of Credit Control. 

Text Books 

1. K.C. Sherlekar, Banking Theory Law and Practice, Himalaya Publishing House. 

2. E.Gordon and K.Natarajan, Banking Theory Law and Practice, Himalaya Publishing House. 



Reference Books 

1.S.N.Lal, Banking Theory Law and Practice. 

2. M.C.Tannen, Banking Theory Law and Practice. LexixNexix Vutterworth, Nagpoor. 

3. S.S.Gulshan and Gulshank Kapoor, Banking Theory Law and Practice 

4. S. Guruswamy, Banking Theory Law and Practice-3rd Edition, Vijay Nicole Imprints Private 

Limited, Chennai. 
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       3:30).                                             
                           .         2021    ,       
            45.48%     ,                            
      49.24%           .                            
                    .  
 
                                     
 

                                         
                   .       31, 2020              
        2095             3394                  .  
 

                                          5 
                                   .                
                         33             .          
                           .  
 
                                      
 
                                        ஊ          

                            IDBI           
      .                                 
                  : 

                                            
                                         
       IDBI                         . 

                                                 
       IDBI                                 

                             ,            
                                             
               

                                
                                          
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                                                 
                

                            (IFCI),               
              (SFC)                       
                                             
               

                               
       .                ,               
          ,                           
               . 

 
             ஊ                         (NABARD)  
 

1982        , CRAFICARD                   ஊ   
                                                   
                                   ,             
           .  
 

                                        .     
                                                 
                                              
                                  .  
 
                        
 
                                            

                                                 
                                       .       
                                                   , 
                                       .       
                       :- 

                                              
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                                   . 

                                                
                                 ,          
                                      
                                . 

              ,         ,                      
                    ஊ                     
                                 . 

                                      
        ,                                 
                                             
                                    . 

           ஊ                                     
                                      ,      
                                   
                                  . 

                                  ,           
                                         
                                  . 

                                                  
                                 . 

 "            "                                    
                                          . 

                                      ,           
     ,                     ,              
      ,                     ,             
                                        
        . 

 
                   

 
                                  ,            
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        .  

                                                 
                                             
                                  . 

                                             
                          ஊ                  
                                            
                          .  

                          ,                       
                            ,                 
                  ,                    
                         . 

      ,             ,                         
                                               
                  ,                          
                            . 

 
EXIM Bank      Export-Import Bank of India 
 

EXIM Bank      Export-Import Bank of India                
                           ,                    
                                      
             ஈ       .                  1982    
         , EXIM                                  
             .                              
             .                               
            . 
 
EXIM               
 

          1982               -                   
1981                                       .         
                                 .  .         . 



 
 

Manonmaniam Sundaranar University, Directorate of Distance & Continuing Education, Tirunelveli Page 52 
 

 
EXIM                            – 

                           -                     
           .1,500                                  
       .                                     .200      
     .         .1,300                           . 
                          ,                         
        ,                                        
                                      . 
 
EXIM                   
 
              

              -                       
                                      ஊ        
                 .                         
                                      
            SME                      
           . 

               -                           -
                                         
        . 

            -                                      
                                           
                                  -     
                               . 

                     -                     
                                     
                                        
               . 

             -                               
ஊ                                            
                      . 
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                           –       
                                             
             /                              
      .     ,                             
                                           
              . 

                      -                  ,        
         ,                           
                                       . 

                       -        ,              
                     ,                   
                         ,                  
                                      
       . 
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    3 
                 

 
                                   

                 .                                  
                                                 
            ,                                     
                                   .       
                                            
                  ,                              
          . 
 

                                         
                          ,                  
                                      . 
 

                             ,              

                                   .             

                                                   , 

                                                 ,        

                                          . 

                                                    

                                           

                      - 

1.              

2.                                    

 
                                 ,              

                                           

       ஊ      .                                 

ஊ         .                                       
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        ,                                          

                          .  

  

                        

                                   : 

1.                 -                     
                           . 

2.                       

 
                        

                                                

     : 

1.                         

2.                            

 
                   
 

                                                

       ,                     ,                             

                                                  

          .                                   

                    : 

 

1.            :                                

ஊ         .               ஊ                

    .                .                          

                           .               

                                               

        .                                  

                            .     ,              

          ,                                     

        .                                

                                         . 

 

https://byjus.com/govt-exams/types-of-cheques/
https://byjus.com/govt-exams/types-of-cheques/
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2.                   :                          .    

                                        .     

                              .                  

                     ,                     

                        .                          

                                 ,            

             ,                                . 

 

 

3.                     :               

             .                                   

                       .                        

                                           

           .                           

                          ,                     

                                            . 

 

4.                 :                            

                                          .          

                                   

    .                                            

           ,                                  

                                               

       .                                       

                     . 

 

 

           முன் பணம்        

                                      ,         

                                                 

                                    .      
                                                

                                     .         
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         . 

 

                                               : 

1.              :                     

                 .                                

                                               

                                   .     

                                
           .                 ,              

                                      . 

2.         :                                       

                      .                            

                                              

(                      /           ).            

                    ,              

                               .            
                                     .            

   ,                                            

              . 

3.      :                                        

       1     5                                

                                .               

                            .                    

                 ,                         

                                             

                  .                              , 

                                           

         .                                        

                  . 

4.                              :              

                ,                              

                               .                   
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               .                            

                   (       )                

(            )             

         .                ,             

                                         

                      . 

 
                              

                                ,             

                                         : 

1.                  

2.                   

 
                         

                                   ,         

                                                

     : 

 
            :        /                               
       .  

 
                :                       ஈ       , 

     ,                                .  

 
                  :                         ,         

                                . 

 
              :                                

            ,                                        

                           . 

                     :                                

                                          .    

                   ,         ,          ,           

                     . 
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           ,                              

      . 

                                               

                     ,                      

                                      . 

                                                

       

                                   
                          

                

               

 
               
 
                        :               .  

                                       
       .                                  
                                ,            
                                             . 

                                       ,     
                                      
     .                              ,       
                                .  

 
                             : 
 
                : 

                                      , 
                            ,               
                         .                ,    
                       :                        
                          ,                   
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          .        ,                             ,      
                                                 , 
                     . 
                                             
               .                                
       ,                                 
         .                                     
               .                         ,            
                 ,                                
                     .        ,                    
                                                 
    . 
 

 
          : 

                                           
                                             
                      .                          
                                                 
                                . 
 

                                               
(                               )                 
                      .                          
                                         .     
                                               
           . 
 

     ,                                ,      
                                            .    
    ,                                            
               .                                
              ,                          
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                . 
 
          : 
 

                 ,                          
                       ,                       
                                  .             
       .              100.                       
                      ,                   
     .                                              
                 5%     7%                      
                                     . 
 

                                             
           ,                   120            
      .                                         
                                       ,           
                                          
       .        ,                              
                         . 
 

RD                                   ,     
                                   80%     90%     
          .                                     
    ,                                             
     ,                         . 
 
            : 
                         ,                  ,      
                                          
        .                      ,             
                                                
                             .         

https://www.policybazaar.com/fd-interest-rates/
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                   5  %     9%          .         
                                               
                           . 
 

                                            
                           10           
     .                                                
                                    .             
                                    ,      .     
                  . 1, 50,000.               , 1961  U/S 
80C                                       
          . 
 

                                        
         ,             . 40,000                .      
       . 40,000      (               )       .       
                    ,                          
     ,        ,       FD                      . 
 
                              
 

                                   ,         
                                         
                                        
                                  .              
                             ,                
                                          
                                             
               .     ,                    
                                     . 
 
( )        :                                         
               .                                 
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       .                                     
       .                                        
                     . 
 
(ஆ)         :                                           
       .                                                
                  .                            
                                             
        . 
 
( )     :                                              
                             ,                      
                        .                         
                                                  
                                       .     ,        
                            . 
 
( )       :                                       
                               .               
                  ,                               
                                  . 
 
( )        :                                         
                 .                           , 
                                      
   .                                         
     ,                                  . 
 
( )     /          :                        
                                               
              .                               
                                   .      , 
                                    . 
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                              .                 
                                   .               
                 ,              ,       
                                        
           .  

                                  , 
                                                 
                           .      ,                
                                             
                                           
           .            ,                          
                                      ,             
                                            
          . 
 

                        ,                  
                        .                       
                                 .            
           ,                                  
               .                                  
                                    
              .                              
                                  ,       
                                   , 
                                      .            
                                                   
               . 
 
 
 
 

https://lawcorner.in/functions-of-commercial-banks/
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                          .                
                                             
     .                                      
                                          
        .          ,                          , 
                                              
                                        
                .  
 

                                         
                                            , 
                               -   -         
          .                             , 
                                              
          . 
 
                                             :- 

               :                  ,           
                

              :                (    ,         
       ),                                      
        

           :         ,               
                                   . 

 
                                 

 

1.        

                                            

             ,                                     
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                  '            '                . 

 

                              ,           

                                                  

                             .                   

          ,                                           

                     . 

 

                                              , 

                                        .        , 

                                              

                                        

           .                                         

                            . 

 
                                       

          ,                 .                        

                                 ,       

                                                   

                .                                          

       ,                         . 

 

2.               

                                           

                            .                         

           .                      ,               

                                    ,             

                                                   

                                                   

                      . 

 

                                                  

                                             

             .                                  .         
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                            ,                       
                               ,                

          . 

 

             ,                            ,       

                 ,               ,                          

                             ,                      

                                 .                 

                                           

               .                                    

                                                

                . 

 

                                              

                                                 

          .                                          

                   ,                           

       ,                                                
                         .     ,       ,           

                                                     

                                                     
                         . 

 

4.     
 

                                            
                          (         )      
                                                    
                      .                             
                                                 
         . 
 

                                .              
                      ,                          



 
 

Manonmaniam Sundaranar University, Directorate of Distance & Continuing Education, Tirunelveli Page 68 
 

     .                                         
                                               
                                          
                         . 
              
 
I.          
 

                                                 
                   .                                
                                              
                              .                
                                                   
           .                                   
                   ,                             
                            ,                    
                          . 
 
ii         
 

                                       .      
                                             
                                            .        
                                  .               
         ,                             12            
60                 .                         
                                         .            
                         ,                    
                                     10            
                   . 
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DISCOUNTING OF BILLS OF EXCHANGE 

 

                                       

                                              

       .                   (Biis of Exchange)         

                                                 

                               . 

  

                                       (   ) 

                                           )           

                     (Endorsement)                          . 

                   (Advances)                          . 

                                                     

                             .     ,               

      (Acceptor)                     ,                      

                                          

         ,                             . 

 

                              (Merits of Discounting of Bills): 

 

                                            , 

                                   .               

                                     .             
                                      .           

                                                  

    .  

                                            

                                               

                                   .             

                                        . 

                                                

                     . 
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                                             . 

                                            

                                        .     , 

                                   .               

     : 

 

1.                                (Certainty of Payment on Due Date) :  

 
                                                 

     .         ,                                     

         .                                       

                                                  . 

                                              

               .                             

                       ,                             

                                         . 

 

2.                (Liquidity) :  

 
                                          

                        .                         

                             ,                    

     (Re- discounting)                   .                     

                                                 , 

                                    . 

 

3.                 (Freedom from Fluctuations in Prices) :  

 
                           .                    , 

                                                 

      .                                            

                                                    

                                                 , 

                                                   . 
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4.                   (Quick and Higher Yield) :  

 

                                             

                              .     ,                 

                                   .                 

                                                  

                    .                                

                                                  

                   . 

 

5.                  (Short-term Advances) :  

 
                                              

                         . 15           3      

                                       .     ,      

                                                   

                                              

                                        .  

 
                                                

             

 
PRECAUTIONS 

 

                                          

                               .     ,                

                                    . 

 

1.                           (Integrity of the Persons) :  

 
                                        .    

                                   .     ,       

                      (Drawer of the Bill),            (Acceptor) 

                    ,                           . 

    ,                                                    
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                         .                      

       ,                                            

                                              

      . 

 

2.                                      Genuine Trade 

Bills should be Discounted) :  
 
                                            

                    .         ,                

                                                  

              .                                
           .                    (Invoice)      
            :                 .     ,            
                              .          ,        
                                                   
(Accommdation Bills)                             .         , 
               ,                            
                                         
       . 
 
3.                   (Preference to Short-term Bills): 
 

                                        . 
     ,             6.                              
   .                                         3 
                                              
           ..                              
               
 
4.                 (Proper Endorsement) :  
 

                                         . 
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       ,                                          
                        .                     
(Defect)                                      
                                ,          
                                     .       
                                      .       
                                             . 
 
5.                          (Bills drawn by the Customer) : 
 

                                            
                          (Strangers)                 
                      . 
 
6.         (Due Date of the Bill) :  
 

                                           
           .     ,                             
                             (                  
                 ).                         (Post-dated 
Cheques)                               . 
 
7.                              (Crediting the Customer's 
Account) :  
 

                                         
                                                      
          .                                
     . 
 
8.                                         
(Procedure on the Dishonour of the Bill) :  
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                              ,         
                       .                         
                     : 
 
1.                                                 

                       ,                          

                           .                 , 

                                                     

(Debit Note)                           . 

 

2.                                           ,        

                 (Notice of Dishonour)          ,                

                                       . 

                                    ,          

                              .  

 
                                            

                                                    

                      .   .   .          "           

                     "                           

             : 

 

1.                                        .  

 

2.                                                 

           .  

 

3.                                 . 

 

4.                      (Public Warehouses)          

               . 

 

5.                                      .  
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6.                                 ,              

                                  .                 

                         . 

 

 
       (Lien) : 

                                               

                                 (Possession)           

                                      .        

                                      ஊ          

                                           

                                                   . 

                    (Two types) 

i)            ii)             

           (Particular lien) : 

                                             

                                           

                                      .  .      

               )                              .          

                                  (          )       

                                        .  

                                         

              . 

 (i)                                    .  
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ii)                                                    

                .                               

                           .. 

iii)            (particular lien)                        

                    .  

iv)                                        ஊ        

                                               

     .  

v)                                                  

                                                  . 

             (General lien): 

                                      ,         

               ,                                 

                                                

          .                   1872,      171                
                                       
                                              
                                     .           
        

                                            . 

i)        (Bankers)                         ii)        (Agents) 

iii)                                 iv)                

v)                        
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1)                                                
                    .                           
                                                    
                 . 

2)                                        .     , 
                                         
              . 

3)        ,                                   
                                              
                   .     ,                       
               . 

                                          : 

                                 (circumstances) 
       (termination)                . 

1)                (Time lapse) : 

                                                  

                      . 

ii)                                                 

                             . 

iii)                   : 

                                         

                                                   

     .                                                
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         . 

iv)                                           

                                               

                  .  

v)                                                    

                       .  

    (Pledge) 

                                          

           .                                     

           .                                     

                                               ,       

              (Bailor)                  (Pledger or Pawner)      

              (Bailee)                (Pledgee or Pawnee) 

           . 

             (Features of pledge) : 

i)                                             

             .  

ii)                                      . 

iii)                                             

iv)                               .             

                                               

                                               

                                   . 
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v)                                (Bailor)                

(Pledger)                                (Bailee)     

                          . 

 

            (Pledgee)        (Rights) : 

                   (Rights)                   . 

i)                                                 

                                                 

            . 

ii)                                                    

                                                 

                   . 

iii)                                                 

                                               

                                         . 

iv)     ,                                          

                                                    

             .  

V)                                               

          . 

 vi)                                                  

                        ,                      

                                         . 
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vii)                                               

                   .      ,                

                                              ,      

                                                  

viii)                                                  

                                                    , 

                     (Collateral security)                 

               . 

                   (duties) : 

                                     . 

                                          (    

                      )                  . 

i)                                               

                             .  

ii)                                       ,       

                                              ஈ     

     ."  

II)                                                  

     . 

iv)                                                  

                    . v)                           

                                           . 
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    (Pledge)        (Mortgage) 

1)                       

           . 

 

ii)                 

           . 

 

iii)                       

                       

      
 
 iv)                        

                      

                    . 

                

           .  

 
 

                   

           . 

 

                        

         .       

           . 

 

                        

                        

                         . 

 

       (Bailment)          (Pledge) ஆ                 

             ? 

           

i)                   

               

          . 

ii) i                   

              

                  

              

                  . 

 

iii)                 

                

                           

                   . 

 
 

                      

                        . 

 

                           

                      

                        

                     . 
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       . 

 

        (Similarities)  

                                                 . 

i)                                    .  

ii)                              ,        

               . 

iii)                                .             . 

iv)                                  

v)                (Movable property)                     . 

vi)                                            

              .  

                        . 

    (Pledge)        (Lien) 

                  

                        

            . 

 

                   

 

                     

                    . 

 

ii)                

               
 

                           

                    

                            

                       . 

 

                         

                     .  

 

                   

              . 
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                       . 

 

v)                        

                     . 

                     

                       . 

 

                        

                      . 

 

 

          

                      
                      . 

 

ii)                         

                      

              . 

                 

                          

 

                     

                        

                          

        . 

 

                         ? (Who may pledge?) 

                 (Owners of the goods) : 

                                             

                 .                                    

                                       

                 . 

                        (Non Owners) : 

                                                

                                    .  

i)                               . 
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ii)                                                  . 

iii)                                                

                          . 

 iv)                                                

                       . 

1.                RIGHTS OF THE BANKER 

                                      .    

                          (Right of Len)    .        ,     

                           .    ,               . 

1.                (Banker's Right of Lien): 

                                            

                                                  

(Len)       .                                       

        .     ,                                    

                  . 

                (Kinds of Lien) :  

                 .         : 1.              (General 

Len) 2.             (Particular Len).                        

                                               

     ஈ              

                                                

                     ,                          

                                              
                                                 
      ஊ                                     
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                      .         ,                  
                                               
                                           . 

                                            
       .                                      
          .         ,                     ஈ      
            ,                               
                              .                   
                                              
                                      . 

                              (Banker's Lien is always a 
General Lien) :  

                                                
                  .                      171         
                           .             , 
                                  (Bis),           
(Cheques),        (Goods)                               
                    (General Balance)                        
                               ,                
                  . 

                                    :  

                                                   

             .      ,                           
           .                    Vs.       (Brandao Vs. Banett)     

                           (Lord Campbell)                      

                 .                                
         - . 
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                                 (No) contract is necessary for creation 

of lien).                                     

           .                                        

                        . 

                      (Conditions for Creation of Lien) :  

                                                

         (Securities)                                 

       ,                    .       ,     

                                              .     

                                 .     ,          

                 ,                                 

   .                                                   

             .         

1.                               ,                    

              (Acting in his capacity as a banker)                      

     .           ,                                 

                          . 

2.                                             

          .  

3.                        (Specfiod Purpose)                     

          .  

4.                                           

                                 .                
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                                  (Kerison Vs. Glymn, Milis Currie & 

Col. 

5.                                           

                        .                     

                      (Joint Properties)                     

                                           . 

2.                                            

(Banker's Lien is an Implied Pledge) 

                                                 

       .       ,                                    

       .     ,                                          

                .     ,                         

                    (Banker's Lien is an Implied Pledge)     

           .      ,                                 

                                                  

                                                   

           .  

                            (Securities),          

(Properties)                                   .      , 

                                ,              

                                                     

    . 

                                               

                          (Documents of title deeds relating to Immovable 

properties)                                                  

          .                                    
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                            (Auction)                  

       . 

                        :                    

                  .                          ,     , 

                                                      

        .         

1.                (Negotiable Instruments),        , (Bils), 
          (Cheques),                                   
     (Promissory Notes).  

2.                   (Bearer Bonds),           (Share Warrent), 
               (Dividend Coupons). 

                                      :  

                                               
                                  .        ,     
                                                      
                  .        : 

1.                                                 
                .  

2.                                                   
      . 

3.                                    . 

4.                                             
                    .  

5.                  ,                        
       .  
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3.                             Banker's Right to Set Off: 

                              ,          
              .                               
                  ,                      . 
     ,                                          
1                                  ஈ            
                 .                           
        (By combining two or more accounts)             
            . 

ஈ                               :           

                                                 

                                   (Conditions)          . 

        : 

1.                                              . 

    ,                                                 

                       .           .         (     ). 

            (Trustee)                   .  

2.                      '                         (The 

amount should be definite)                                       

                       . 

3.                                        (The debt must be 

due).                           "                

     .  

4.                                (Express)      

             (Implied)                       .  
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5.                       (Prior Natice)                  

                     .     ,             

                      . 

                                :  

                                              

    . 

1.                                            . 

                                             .  

2.                                              

      ,                                     

                        

3.                   (Consent)                     

     .                                             

     .  

4.                                 ஈ           

                                                    

          ஈ       (Adjust)                             

             . 

                                         . 

    ,                                           . 

                                                

                                             

                         .                         

                                              

                                                  
                     .                                 
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                  . 

4.                                 Banker's Right to 
Close the Customer's Account 

                                           
                     .       ,                     
                                                    
           .     ,                     
                    . 

5.                  

                 Right to Charge Interest 

                                                

                                 .     ,      

                                                  

   .                                                  

              .                                . 

    ,                                      ,        
                                     .             
                                    .           
                                                
     .     ,                                       
    , 

     ,                (Compound Interest)        
       .                                    
                                               
                                                  . 
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https://navi.com/blog/savings-account/
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https://navi.com/blog/what-is-ipo/
https://navi.com/blog/what-is-ipo/
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https://navi.com/blog/investment-banking/
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https://www.esds.co.in/banking-community-cloud
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https://www.thebalancemoney.com/what-is-banking-3305812
https://www.thebalancemoney.com/what-is-banking-3305812
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https://www.thebalancemoney.com/why-bank-branches-still-matter-315165
https://www.thebalancemoney.com/choosing-a-bank-315757
https://www.thebalancemoney.com/choosing-a-bank-315757
https://www.thebalancemoney.com/what-is-a-transfer-5210107
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https://www.thebalancemoney.com/what-is-an-online-bank-315204
https://www.thebalancemoney.com/the-future-of-mobile-banking-apps-4585112
https://www.thebalancemoney.com/be-safe-when-sending-checks-through-the-mail-315813
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https://www.thebalancemoney.com/manage-your-personal-finances-2385812
https://www.thebalancemoney.com/manage-your-personal-finances-2385812
https://www.thebalancemoney.com/dealing-with-cyber-security-bank-account-data-breaches-4582902
https://www.thebalancemoney.com/dealing-with-cyber-security-bank-account-data-breaches-4582902
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https://www.thebalancemoney.com/before-you-open-a-bank-account-2385850
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                       (Benefits of E-banking) 

                     (Benefits to the Customers) 

1.                                   : 

           365        24                   
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2.                         : 
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 II.                  (Benefits to the Banks) 
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                                 ,                   

                                                    

                                . 
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3.              : 

                                         

                                  . 

4.             : 

                                            

                               .     ,             

                          . 

5.                  : 

                                           

                                     . 

6.                               : 

                                              

                   .                               

                . 

 7.         : 

                                        

        . 

8.                 : 

                                         

                                     . 

                          (Drawbacks of E-banking): 

                                       :  

1.                              : 
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                                                .  

2.              : 

                                             

                       .        .                    

                                              

                                                        . 

3.                         : 

                                           

                                                    

                                            . 

4.              : 

                                                  
              .     ,                  

                                             

                    . 

5.                                   : 

                                               

          , 70                                       
         .     ,                                   

                                      . 
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    5 

 
                

 
 

                Reserve Bank of India 

                                     .    1935    

                                            , 1934-     

              .                                    

                                    

              . 

                                             

                                               . 

                                                  

            .                                      

                     . 

      (Organisation): 

            ,                5                

                                .     , 1949         

          (                      )     , 1948   .    

                 .                             

                                           . 

                                             
                                   .         ,     

              ,           ,                        

                        .                            
                                 .                  
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          ,                            .       

                                                     

                   .            (Will Rogers)           

“                                            .       , 
     ,                      ". 

 

                                (Origin and Development of Central 

Banking): 

                                              , 

                        (Privately Owned and Managed)           

                          .     ,                 

                                            .      

             ,                                           

       (Monopoly)     ,                              
                                       . 

1609        ,                               
                                                  . 
     ,                1656                     
                     (Riks Bank)                        
              .         1583        ,               
                                                 
                                               . 
                                                    
                   .             (1800),               (1914), 
                  (1817),            (1817),         
           (1918),              (1850),             (1856) 
                                               . 



 
 

Manonmaniam Sundaranar University, Directorate of Distance & Continuing Education, Tirunelveli Page 141 
 

                                                   

         (1928),           (1935),                 (1935)         , 

           1914                                

                           (Federal Reserve Banks)    . 

                                             

                      ,         1920                 

                                    .             

                                               

        . 1936                                       

                      .                         .     

                                              .  

                       (Commercial Bank and Central Bank): 

                                                

                 .                                

                                                   

    .                                  : 

1.             (Profit Motive) :  

                  ஈ                         . 

    ,                                ஈ      , 

         ,                                    , 

                                                

                                       . 

2                      (Customers) :  

                                        , 

              .     ,         ,                    (Banker 
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to Bankers)                 (Banker to the Government)             .    

                                                      . 

3.                 (Special Powers) :  

                                                   

               .     ,                                

                        .         ,                 

                                  . 

4.                        (Control Over Banks) : 

                                        

                                   .                

             ,                                       

                                      .     ,      

                                         . 

5.            (Cash Reserve) :  

                                                  

(Deposit Liabilities)                                              

     .                                              

       . 

                     (Organisation of the Central Bank) : 

                                            ,        

                                           . 1936     

                          .                       
        .                                        
                                 .           
       ,                                      
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    .                ,     50                       
                     .                          
               .      ,                         
                                             . 
                                    . 

          ,                              (Chartered 
Company).          ,           1935                   
                     .      , 1949                    
                 .                           
                (Public Corporation)    . 

                    (Management) 

                                               
                     .                       
                                                  . 
       ,                         (Governor)              . 
           ,                                        
                             .            ,          
                                               . 

                (Central Bank and Government) 

                                      ,        

                                                     

                            . '    ,                 

                                               

                                 .  

     ,                      .                   

                        . ஊ                  
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                                       .             

                .            ,                        

                                       .  

    ,                                          

                                    ,              

                                                     

                         .                            

                                              . 

                                    .                  

      ,                        ,          ,             

               . 

                                            

                  .     ,                    ,       

          (Central Board of Directors)                           
                         . 

                  FUNCTIONS OF A CENTRAL BANK 

                                             

                                  ,            

                 .                                  

                  .    .      (M.H. Decoke)                    
                                         . 

       : 

1.                   (Bank of Issue) :  

                                               

    .                                (Legal Tender),       
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                    .     ,                           

                              .     ,               

                                                 . 

                             .                  

                                               

                          .                    . 

1.    ,       ,                                       

     .       ,                            ,           

             . 

2.                                     .           

ஊ                             ,                     

                             . 

3.                                (Creation of Credit          

                                                  

    . 

2.             ,           ஆ       (Banker, Agent and Adviser to the 

Government) :  

                                                

              .                                    

                                                    
              .            ,                        

           .          ,          ,                    

                         .                  

                                         . 

    ,                                          

                                                       

     ,            ,                                
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                    (Agent)                          . 

        ,                                              

                     .                          

      (Ways and Means Advances)         . 

3.              (Banker's Bank) :  

        ,                                      

          .                                    , 

            ,                                   ,     

                                       .         , 
                               . 

    ,                                 . 

                                          .       

                                                  
                                                

                    . 

1)                                   (Custodian of Cash Reserves of 

the Commercial Banks) :  

                                                 

                                                    

                                     .        ,     

(Convention)                        (Legal Compulsion)          . 

           ,                                           

       (Cash Reserve Ratio)                      .  

     ,                  ,                     

                                            

                                              . 

    ,                                                 
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                        .                          

                                                   

           .            ,                            

                      .                                

            ,                    .        : 

1.                                            ,      
                ,                             

2.                                                    

(Larger and Elastic Credit Structure)            . 

3.                                                     

                                        , 

                                     .  

4.                                                    

               . 

5.                            ,                         
                             . 

6.                                               
                                          
         . 

2)             (Central Clearance) : 

                                    
           ,                                         
                                             
                .                               
                                            . 
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                                               (Book 
Entries and Transfers)                                   
             . 

3)                               (Lender of the Last Resort) :  

                                                
                                            
    .                                            
                                                  
                    1873        ,            (Walter 
Bagchot)          "                       " (Lender of the Last 
Reson)                        . 

                                            
                              ஈ         , 
                      (Rediscounting)             . 
                                          
         .                                     
    . 

4)                                   (Custodian of Foreign 
Exchange Reserves) :  

                                                
                                     .     ,     
                                   ,                
                                             
                        .     ,                    
                                   (Adverse Balance of Payments) 
                        ,                      
                      (Rate of Foreign Exchange)                
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                     .      ,                     
                                       . 

5)                   (Controller of Credit) :  

                                           
                                          .      
                                             
        (Inflation)                                     
        (Deflation)       .                   .     , 
                                           , 
                                                  
                                              
              .                              . 

                        SOME IMPORTANT CENTRAL BANKS 

                                               
                                              .     
                                                  
          .                                 
                                                
                .     ,                         
                  . 

1.               BANK OF ENGLAND 

                                            

                                           .    

                                                   . 

                                          

                     . 1572         13                  
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                                       .       

                               .                     1694 

                                   (Royal Charter)          

              .                              (King Williams 

III)                                         .        

                (William Patersen)                        

                         12                        8% 

                                .  

                       (              )          

                         .                     

     ,           ஈ                          , 

                                                       
                                                 

               .       12                            

           .                            . 1844         

                          (Bank Charter Act)                  

                               .  

                                      (History as to the Conversion 

of England Bank as Central Bank) 

                                                    

        . 1896                                   

                  .                                  

                                               

        .       1757                                 

                                                  

      .                                (Management of National Debt) 

                               .  
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     .                                        

           ,                               .         

                                                    

     . 1833                                           

                   (Legal Tender)                 ,        

                                                    

         . 

1837                               .          

                             .                       

              .                                         
                                        (Lender of the Last Resort) 

                .     ,                              

                                               

         .                 1844                         

         .                                   .       

                                                     

             .                                   
                                             
                   .                                
                                                . 

                 ,                           
                  .         1847, 1857, 1866              
                                  .                   
                                          
                                        . 
                             (Bank Rate)                
                                            . 
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                         ,                   
                           . 

    ,                                            
                                                . 
                                                 . 
        1946                                     
     (Bank of England Act)                     
                 .     ,        17            
                                               
                                               .  

                                              
                                     .            
                                                . 

             (Management of the Bank) 

                                                  
                  .             ,            , 
                             .                     
                  .     ,                        
                 .                            
        . 

                                   .        
                           .                          
           (Perpetual Succession)           .     ,          
                     (Committee of Treasury)          . 
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                 .          .                      
            . 

                       (Functions of the Bank) 

                                           
                       ,                         
                                             . 
    ,                                             
                                        .         
                          : 

1.                     (Issue of Currency Notes), 

2.                         (Acting as a Banker to the Government), 

3.                                                (Lender of 

the Last Resort), 

4.                 (Control of Credit),      

5.                            (Custodian of Foreign Exchange Reserves). 

                                              

                  .                      

                                  .                

                 .                              

                                      .     

                                        .      

                 .                               

        ,                                          

           . 
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                             (Bank of England and Control of Credit) 

                                                 

                                                

                                               

                               . 

1.          (Bank Rate) :  

                                           

                   .                       1839    

                     .                          

               ,                                      

                    . 

2                      (Open Market Operations) :  

1914                                            

                 .                                 
                      . 1901             1914    
       66                                       
              .                                  
                                 .                  
                                                  
                                          . 

3.      ஆ     (Treasury Orders) :  

                                      , 
                                                . 
                                         
          .                                     
         ,                  .                    
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                                             . 
                                          . 

4.             (Special Deposit) : 

                                                
                         . 1950                
                                   , 1958         
              , 1960                           . 
                           8%                     
                         .                     
                                           . 
                                               
            .                              
          . 

5.          (Moral Susaion) :  

                                            
                                .               
                                (Directive)    .     , 
                                           . 
    ,                                        
            (Radcliffe Committee)               .                
                    . 

                           METHODS OF CREDIT CONTROL 

                                             

                                                    

      .                                            

                                       .      
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                                      .     ,        

                                              ,     

                      .      ,                  

                      . 

                         (Objective of Credit Control) 

                                            

    .                                                 

                  .      ,                           

                                        

                            .                    : 

1                               (Stability in Exchange Rates).  

2.                                                (Control of 

Prices), 

3                (Trade Cycles)                        (Boom), 

     (Depression)                      ,       

4.                               (Stabilising the National Economy). 

                               (Various Departments of the RBI) 

 

                                                
                 .                       : 

1               (Issue Department): 

                                               
               .                                
                    .                          
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           .    ,                                   
   .                                            . 
                                              
                 . 

2.                             (Exchange Control Department): 

                       :                
                      .                      
               . 

3.                                 (Department of Banking 
Operations and Development) 

                                      
                                 .           
                                .               
                ,                            
                      . 

4.                   (Department of Financial Companies): 

                                           
                                      .       
                                         . 

             (Currency Chest)              
                                        
                                            
               .                                  
                                    .               , 
                                           
                                                . 
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                      (Methods of Credit Control)  

                                              

     .                                        . 

       :- 

1                  (Quantitative Credit Control),       

II.                   (Qualitative Credit Control). 

1.                    QUANTITATIVE CREDIT CONTROL 

                                              Purpose of the 

Loan)           ,                                

                                   .     ,        

                                .            

                                . 

1.                (Bank Rate Policy), 

2                      (Open Market Operations),      .  

3.                           (Variation of Cash Reserve Ratio). 

1                  BANK RATE POLICY: 

                                              
(Purpose of the Loan)           ,                      

                                             .     , 

                                       .            

                                . 
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                     .                         

                      .      , 1839        ,     

                                       .         ,      

                                                        

                                    . 

           ,                                    

    ,                    .                     

          ஈ                                  

       (Rediscounting)                               . 

                                                      .  

                   (Methods of Credit Control                
                                           : 

1.          (Bank Rate) 

                                           
                                      -       
                 .                              
                                          . 

 2.                     (Open Market Operations) 

                                        
                                                
                .                              . 
                              ,                
                              .             
                              ,                  
   . 
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3.                  (Variable Reserve Ratio): 

                                          
                           .                   
                                               
          .                                       , 
                                              
     .        ,                            
           ,                                   
               . 

4.                                               
     (Statutory Liquidity Requirement):  

                               24-    

                                             
                                      ,     , 
                                                     
                         .                         
                                               
         .                                      
                                .                 
                                          . 

2.                      OPEN MARKET OPERATIONS: 

                                           
                                                   
                            .                 
                                               
      ,                                          
                      .                        
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                                 ,                 
                      .  

    ,                                          
                  .                
                      .        ,                  
                     .                             
                                  .      
                  ,                               
                ,                        . 

                                          (Meaning 
of Open Market Operations) 

                                           
                      ,             (Cormmercial Papers), 
               (Banker's Acceptance),                       
                                     (Open Market)     
                                          
             .               ,                        
                                             
                  ,                               
      ,                                    .       
                                                  
                             . 

      -                      VARIATION OF CASH RESERVE RATIO 

                  ,                          
                                                
             ,                                  
                                “                 
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     "                   .      ,                 
                                .                  
                                           . 

                1933        ,            
                       1936        ,             
                                            
                                           
         .                                (Injurious Credit 
Expansion)                                     . 

       (Explanation): 

                                            
                                                   
                                              
                                         
                     .                              
                                     ,        , 
                                                   
               . 

                                      
                                         .     , 
                                                
                                  .         ,      
                                             , 
      , 1016                           .         
          .100              ,         3,000       
                  .                (Formula)      
       .            5                    ,     
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         .2,000                 ,          20            
           ,              .500          . 

    ,                                   ,       
                             . 

II                     QUALITATIVE CREDIT CONTROL 

                                           
  ,                                            
                                                     
                                                    
     .                                  
                                    ,             
          .     ,                                     
                                       
                       -                        
                           ,     ,                    
                       .                         
(Selective Credit Control)          .                        
                  . 

                                           
          .                                   
                                              
                          .              
                                            .\ 

1.                         : 

                ஈ                          
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            ,         ,                       100 
                  .                  10%    
                 ,          .90             .        
                                               
                                         .            
                            . 

      (Historical Background 

                                            
(Stock Market)             ஈ     ஊ           (Speculative 
Businessmen)                               ஈ          
          .                                   
            ஈ                                      
                 .                          
      .      ,                             .  

                        .                   
                         (10%)           .     , 
                                             
                             .                     
    (Securities Exchange Act, 1934),                            
                                              
                                           .  

    ,                                      
           .                              
                                    .          
             ஈ                         . 

2.                              REGULATION OF CONSUMER 
CREDIT 
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         ,                                 
                                             
                   .                            
                                         
                   .      ,                
                       .          ,              
                     .      ,                      
                                            
                                ,               
                                                
                                     . 

3. ஆ                      CONTROL THROUGH DIRECTIVES 

                                             
                                                
                        .                   
                                     .            
                       ,                  
            .        ,                        
                                              , 
                                                
                     .       1945        ,        
                                               
     . 

                                    
          .                                    
                   1945        ,            ஊ  
       (Speculation),                        ஈ           
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                        . 1947        ,         
                                              . 

                                               
                               . 

                                        
            .      ,                              
                            .            , 
                      ,                            . 
           ,                                  
                .             ,                
        . 

4.          MORAL SUASION: 

                                             
                                           
           .                                    
             .     ,                            
                                            
            .                  ,      ,             
                                          .       , 
    ,                                          
                . 

    ,                                       
          .                                        
                                       .     , 
                                                . 
                                              
                .           ,                  
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                 . 

5.          RATIONING OF CREDIT 

                                     
                                            
                               .                 
                                      .      
                                               
                     .                         
           ,                                         
                          . 

6.              DIRECT ACTION: 

                                           
                .                               
                                                    
    ,                                              
           .                                 
                                             , 
                             ,                   
                                    .. 

                                             . 
1928-29           ,                              
                 .      ,                  
                            .                  
              . 



 
 

Manonmaniam Sundaranar University, Directorate of Distance & Continuing Education, Tirunelveli Page 168 
 

5.                          (Selective Credit Control) 

                          , ஊ                    
                                              
                                                    
              .  

6.                   (Credit Authorisation Scheme): 

                                           
                                 .                     
                                                 
                                  . 

7.                    (Moral Suasion) 

                                              
                                              
                                              . 
                                        
                          .  

8.                       (Fixing of Lending Rates): 

                                             
                                                  
            . 

 

                                           
         (Difference between Quantitative and Qualitative Credit Control) 

                                            
                 .    ,                       
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                              .            
                                        : 

               
 

                
 

1.                    
    . 
 
2.                       
                  
                   
             . 
 
3.                 
                 
              . 
 
 
4.                      , 
                     
                    
            . 
 

                  
          . 
 
 
                     
             
             . 
 
                     
                    
                       
                      . 
    
 
 
            ,          , 
            ,          
                      , 
                   , 
                         
            . 

 

             (Treasury Bills): 

                                             
                  .                   
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                                .          91         
           .                                           
                                                     
                 .        . 

             (National Credit Council -NCC): 

     1968                              . 
                                                   
                                                    
                             . 

                                           (Role of RBI in 
Agricultural Finance)                                       
                         .                        .  

1.                                             
                               . 

2.                                              
                                              
          , 

                                              
        .                                    
           .                                     
               .                                    
                    .          ,            
                . 

1.              (Short term credit): 
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                                                 : 

i)                        

II)                                              
                                          . 

2.              (Medium term credit): 

                                                 
                                            . 
        15              5                         
          .                                 
                                              . 
                                  (          
                                         (           ) 
                         . 

                                     
                                              
                           .             
                                             
           40                                    
     . 

I)                                          .  

Ii)                                             .  

III)                                           .  

iv)                        



 
 

Manonmaniam Sundaranar University, Directorate of Distance & Continuing Education, Tirunelveli Page 172 
 

3.             (Long term credit): 

         ,                              
                                      . 

1)                                              . 

2)                                           
                        . 

3)                                  . 

       ,                                     
                                                   
                  .        1982                  
              .                                   
                          .                     
                                                   
                                            . 

                                   (Reserve Bank of India and 
Industrial Finance): 

                                                   
       .             ,                            
                                              
         .     ,                               
                                                       
                                  .           , 
                                                     
                . 1. 
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1.                  (Industrial Finance Corporation): 

                                           
                                                     
1948                                            . 
                      ,                           
                                 : 

1)                                      50          
                           .        ,               
                                      .  

2)                                                    
           .  

3)                           ,                     
                                           . 

a)                                     90               
                                              
                       . 

b) 18                                                   
                                            . 

c)18                                                   
                                 . 

                   (State Financial Corporations): 

                       1951                     . 
                                               ,       
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              .                                     
                        : 

i)                                           
          . 

Ii)                                           .  

iii)                                                         
                                         
               . 

iv)                                                
                                           . 

v)                                                
       .  

vi)                                                    . 

3.                          (Industrial Development Bank of India - IDBI): 

       1964                                    
                                       .      1976 
                                        . 
      ,                                         
              .                             
              ,                               
          ஈ                               .        
                                       
            . 

                                          
           : 
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I)                                               
         ,                                         , 
        . 

 

i)                              ,                   
                                              
                         . 

III)                                                   
            . 

       a) 90                                              . 

       b)                                          ,  

4.           ஆ         (Unit Trust of India): 

   1964                                        
              .                                       
                               .                 
                                                    
      . 

I)                                     .2.5      
         . 

II)                                                  
              . 

a) 90                                              . 

b) 18                                           
                                            . 
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c)                                                   
                   .  

III)                                              
                                       .  

IV)                                                   
                         .  

5.                                   (Industrial Credit and 
Investment Corporation of India) 

   1955                                      
         .                                  
           .                                       
       . 

6.                                            (Deposit 
Insurance and Credit Guarantee Corporation) 

   1978                                        
              .                                       
                                          
                  . 

                                            
ஈ                                                  
                       . 

1.                   (Credit Guarantee Scheme) 

              1960                               
                                                       
              .                                    
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             . 

2.                 (Industrial Finance Department): 

                        ,         ,           
                                                  
                  .                           : 

I)                                           .          
    

II)               ஈ            ,                      
                                           , 

III)                                                , 

                                                
                                                 
                                         
                                                 
            .                .  

                                    (Reserve Bank of India 
and the Bill Market Scheme) 

                                       
                                             . 
                ,        ,                      
                                   .           
                                 .              
                                                  
                                 .            
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           .                             
                                  . 

                      , 1949               (Powers under 
the Banking Regulation Act, 1949) 

                                       
                                              
             , 1949                            .      
                            : 

1.                     (Licensing of Banks): 

                                          
                                       .        
                                                . 
                                                
                  .  

2.                         (Permission for Opening Branches): 

                                       
                                           . 
                                                    
                          .        ,        
                                                  
              . 

3.         ஆ         (Inspection of Banks) 
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                  ,                          
                  ,                            
                                           . 

4.                                (Power to Issue Directions): 

                                    
                                               
          . 

5.                       (Control over Management): 

                             .              
                            ,         ,            
             ஊ                                     
     .                                   
                                           
                   . 

6.                                  (Control over Investments 
and Advances): 

                                            
                                              .    
                                            
                                            :  

I)                          . 

II)ஈ                               . 

III)         ,                               
                            . 

iv)                                    . 
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v)                                     , 

7.                 (Collection of Information): 

                                              , 
                                            
           . 

8.                                    (Powers in case of 
Amalgamation and Liquidation) 

                                           
                       .     ,                  
                                             
                                  .          
                                               
                                               
                       . 

9.         ஆ                     (Power to Advise Banks): 

                                        
                                              
                                                   
                                        . 

10.              ஆ                     (Power to give Advice 
to the Central Government) 

                                             
                                       
                                             
   . 
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11.               (Other Powers)                           
                                          : 

(1)                                                 
                                       . 

(Ii)                                               
                                              . 

(II1)                                          
                                 . 

( )                                    . 

( )                                                 
      . 

                                            
                                                 


