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OCHOBHBIE TUIIBI BAHKOB U UX ® YHKIIMA B COBPEMEHHOM
IKOHOMMUKE

Annomayusn. B Oannoil cmamve paccmampuéaromcs OCHOGHblE MUNbl
OaHK08 — makue KaK YeHmpaibHvle, KOMMepYecKue U UHBeCMUYUOHHble ODAHKU U
op. B pabome onucwisaiomcs smuccuonHvle, pacuémHO-KACCOBble YCIyel,
Kpeoummuvle U OeNno3umHvle Oonepayuu, d maKice UHBECMUYUOHHbIE U
KOHCYIbMayuorHsle yciayeu. B cmamve noouépkusaemcs, yumo 6auku He moabKo
Gdopmupyrom.

Knwuesvie cnosa:  xommepueckue — OAHKU,  YeHMpAIbHulll — OAHK,

UHeeCmuyuoHHblEe 5ClHKu, banxosckue d)yHKlﬂ/lu, IKOHOMUYeCKoe paszeuniue.



Ksenia Alexandrovna Kuvshinova,

student,

Plekhanov Russian University of Economics
Russia, Moscow

Polina Nikolaevna Andriyashchenko,
student,

Plekhanov Russian University of Economics
Russia, Moscow

Academic Supervisor:

Yulia Zinovyevna Terekhova,

senior Lecturer,

Plekhanov Russian University of Economics

Russia, Moscow

THE MAIN TYPES OF BANKS AND THEIR FUNCTIONS IN
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Abstract. This article examines the main types of banks—such as central,
commercial, and investment ones, etc. Emission, settlement and cash services, credit
and deposit operations, investment and advisory services are described in the paper.
The article highlights that banks generate their own resources but also facilitate the
internal accumulation of funds necessary for national economic development.
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It is impossible to imagine contemporary economy without a developed
banking system that acts as a key element of financial infrastructure. Banking
systems is an intermediary of the capital movement and resource redistribution.
Banks do not only accumulate available funds temporarily, but also transform them

into investments.



It is essential to consider how different types of banks carry out their own
functions, because it contributes to the analysis of economic dynamics locally as
well as nationwide. The aim of this paper is to systemize theoretical knowledge of
banks types and their functions. To achieve this goal, it is proposed to classify the
main banking institutions, describe in detail their functions, and identify their
similarities and differences.

Describing banking institution, it is reasonable to start with Central banks.
Central banks manage the supply of money for a country or group of countries.
Central banks are entitled to supervise and direct the entire financial system on the
national level. Central bank carries out monetary regulations, the issue of money and
ensures stability of the national currency, which makes it a key institution of
macroeconomic policy. The interest rate is an instrument that Central banks use
under the framework of monetary policy. Open market operations and reserve
standards are also attracted to regulate the volume of the monetary base and credit
activity. Central banks don’t deal with individuals or enterprises. Their clients are
different types of banks.

Central banks ensure the stability of the national currency and manage foreign
exchange reserves and, if necessary, intervene in the foreign exchange market in
order to smooth out excessive exchange rate volatility. Central banks are entitled to
coordinate monetary actions using fiscal policy and transparency of decisions. This
leads to the raise of the level of effectiveness of measures to stabilize prices and
maintain confidence in the monetary unit.

Dynamic adjustment of monetary policy instruments allows the central bank
to respond to shocks and maintain predictable conditions for economic agents.

As we have already considered central banks and their functions, let us
describe commercial banking. ‘Commercial banks play an important role in the
financial system and the economy. As a key component of the financial system,
banks allocate funds from savers to borrowers in an efficient manner. They provide
specialized financial services, which reduce the cost of obtaining information about

both savings and borrowing opportunities. These financial services help to make the



overall economy more efficient’. [1] ‘A characteristic feature of the commercial
banks, which distinguishes them from state banks and credit cooperatives, is that the
main purpose of their work is making a profit (this is their "commercial interest"” in
the system of market relations)’. [2] Universal commercial banks provide wide range
of services. The most common among them are lending, deposit operations, cash
and settlement services, and foreign exchange operations. Thus commercial banks
play an important role of financial intermediaries in economy. Commercial banks
usually serve businesses or corporations, although they may also serve the needs of
individual customers. As a key component of the financial system, banks allocate
funds from savers to borrowers in an efficient manner. They provide specialized
financial services, which reduce the cost of obtaining information about both savings
and borrowing opportunities. In addition to universal commercial banks there are
also specialized commercial banks. They can be focused on separate market
segments, for instance, mortgage lending or small and medium-sized businesses
service. These banks are purposed to conduct expertise in various niches that
contributes to precise risk assessment and financial instrument development. This
leads to the availability of targeted financing for specific groups of clients.
Investment and savings banks are highly specialized financial institutions in
comparison to universal commercial banks. Investment banks play an important role
in the financial system, because they provide complicated services to various
corporations. Investment banks help them to attract capital and business
reconstruction. The most efficient instrument in this case is security papers
underwriting. It implies that the bank guarantees shares or bonds placement on the
primary market, taking on risks and supplying the corporation with finance needed.
As for savings banks, they are targeted to accumulate population’s savings. Savings
banks issue long-term loans especially in the field of housing sector. Savings banks
provide deposit accounts and mortgages to meet mass-retail customer’s needs. Their
function contributes to household savings rise, besides it raises availability and
affordability of housing. It goes without saying that savings banks play important

social and economical role.



Let's take a closer look at the functions of banks. It is clear that banking system
Is based on the following operations - emission, settlement and cash services. It is
impossible to imagine banking functioning without them. Emission function
amounts to the fact that central banks have the monopoly right to issue banknotes. It
provides fundamental condition of money circulation stability in economy. Central
banks are entitled to control the volume of money in circulation. This function of the
central bank prevents the economy from surrogates emergence and provides trust in
the national currency. In contemporary economy emission function is not only the
issue of banknotes and coins but also digital currency implementation. It is obvious
that digital currency is natural stage of money evolution.’ [3] It is proved by the plan
of the Bank of Russia plans to expand the digital ruble: ‘The introduction of the
digital ruble is seen as a fundamentally new element of the transformation of banking
business models. Digital ruble is considered to be the third form of national currency
along with cash and non-cash funds.’ [4] Digital ruble is an additional means of
payment that can operate without the primary means of payment. If we additionally
print the main means of payment, the ruble, this will lead to inflation. In other words,
we will make the money cheaper in case we increase the amount of means of
payment. Therefore, it seems reasonable to create a digital currency that will take on
part of the settlement burden and reduce pressure on the traditional banking sector.
Absolutely the same role was played by bitcoins in relation to dollars. Digital
currency in particular digital ruble has become possible to say when blockchain
system was invented. Blockchain system allows us to see the funds flow — in
particular, to learn who used the money, to understand how long the money belonged
to the individual or company, to find out if these funds have a criminal trail, discover
if interest was charged on them, to determine what banks the fund were placed, etc.

Cash management (settlement) services produced by commercial banks
provide conditions to process non-cash payments between economic agents. It
results in money circulation acceleration and transaction cost decrease. Banks act as
intermediaries that supply clients with money transfer and transactions between the

customers’ accounts. Besides the banks provide cash collection and storage services.



The efficiency of this function influences velocity of payments. Velocity of
payments is of crucial importance for businesses and enterprises, because payment
delays can lead to lost profit.

Let us describe credit and deposit operations: mechanisms for raising and
placing funds. The buildup of temporary available funds of economic agents is
considered to be the basis of commercial banks operation. Deposit transactions form
bank’s recourse fundament which involves household savings and temporary unused
business funds attraction. The process of savings transformation into the capital is
vital for the economy, because it enables countries to mobilize fragmented small
funds for further large-scale financing. Thus deposits serve not only as an instrument
to save depositors’ money but also as the leading source of lending potential of the
banking system.

We know that businesses and private finance can’t do without investment and
advisory services provided by the banks. Why do companies and enterprises contact
banks? The answer is that investment banks give businesses opportunities to attract
capital and to provide business restructuring. As we have already said describing
investment banks, they guarantee stocks and bonds placement on the primary
market. Along with this the banks take on risks and supply corporations with funds
needed. And it's also important not to forget to note that such types of financial
institutions organize consolidation of companies - Mergers and Acquisitions
(M&A). Investment banks are capable of M&A because they do financial consulting
taking into account synergy and defining key parameters and stages of a deal. What
do institutional clients need? They want to be sure of capital growth and risk
diversification. This aim can be achieved by asset management, including building
investment portfolios provided by the investment banks.

We have described different banks functions. What have we found out?
Firstly, the functions of financial organizations are much wider than an ordinary
individual and bank client may imagine. Besides we have studied that two - tier
banking system is one of the most common and this system implies that central bank

is a key player of a nation’s economy. Also we have described what commercial



banks do and how their work influences the customers and economy in general. It
was important to highlight certain banks functions and operations conducted by
different types of banks. It became clear to us that clearly defined tasks are given to
investment or savings banks, for instance. And these functions are carried out only
by them. However, there are such financial services such as lending or free fund
attraction that can be performed by commercial, central and investment banks. The
only difference here is that they have different end customers (individuals, banks,
enterprises). Thus we can conclude that the article has enabled us to systemize the

knowledge of the main types of banking institutions and their functions.

Literature Review:

1. Federal Reserve Bank of San Francisco [Electronic resource] URL:
https://www.frbsf.org/research-and-insights/publications/doctor-
econ/2001/07/bank-economic-function/ (accessed 24.05.2026)

2. E.V.Tikhonova The Banking System of The Russian Federation //
Proceedings of the VIII International Student Scientific Conference ‘Student
Scientific Forum’ URL:<a
href="https://scienceforum.ru/2016/article/2016027777?ysclid=mpn0yi2hsp17492
3275">https://scienceforum.ru/2016/article/2016027777?ysclid=mpn0yi2hsp17492
3275</a> (accessed 26.05.2026).

3. M. S. Kuzmin Digital Ruble: A New Form of Development of The Russian
National Currency// Audit Journal 2024; (1):79—86.

4. Official website of the Central Bank of Russia (analytic materials) - //

Electronic resource: http://www.cbr.ru (accessed 26.05.2026).


https://www.frbsf.org/research-and-insights/publications/doctor-econ/2001/07/bank-economic-function/
https://www.frbsf.org/research-and-insights/publications/doctor-econ/2001/07/bank-economic-function/
http://www.cbr.ru/

