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ABSTRACT

There has been happening a revolutionary changedkeirbanking sector and these changes include phone
banking, online banking, ATM, pay roll cards, ctedards, debit cards, cheque cards, smart cartlspdiments,
investments in mutual funds, investment in bondsgen writing, banc assurance, life insurance padicicurrency
exchange services, tax payments, foreign exchargkets, trust services, inter national bankingdsyated loans, letters
of credit various loans such as home loans, petsloaas, education loans etc. The current worlddee® adopt
innovative approaches to every sector as they tfaedriple whammy of intensifying global competitidast-developing
technologies and diminishing world resources .lmapidly changing world innovation is no longer aption it is a
necessity. All these changes are attained by téegical and regulatory changes. Technology is pigya crucial role in

the banking industry today as the role playing lip’s engine in the journey of ship.
KEYWORDS: Electronic Banking, Online Banking, Phone Bankidgjversal Banking

INTRODUCTION

Banks will have to change from today's traditiomeititutions if they want to survive in the netwedkmodern
world. They are currently introducing Internet bagkto try to keep customers. Cash does not neéé ttored in a bank
if records are secured in databases anywhere. U$terner may hold it on his own computer, or in dergpace vault
elsewhere. With digital signatures and high netwsekurity, advanced software will put the custofiranly in control

with access to any facility or service anywhere.

In fact, no one need hold cash at all, or even nibaeound. As the world becomes increasingly neked, the
customer could thus retain complete control overdish and its use, and could buy banking sereicestransaction-by-
transaction basis. The banks that survive will adbp innovations according to the wants of thetmusrs. Surviving
banks should be able to compete for a share dfithee market as well as anyone. Many of their @usgtrs will still value
tradition and will not wish to use the better aheaper facilities available on the network. Solagys, it looks like there

will be a balance.

Most banks however will adapt well to network eaiste and will either be entirely network basednaintain a
high street presence to complement their netwodsgnice. With technology and non-bank businessesdprg new
options for safeguarding and managing their financeistomers will continue to depend on banks aslyong as banks

can provide service and value that cannot be faumyavhere else.

The future will require superior efficiency and ogional excellence from all banks, while indusiegdership

will be attained by those institutions most adephanessing product, service and process innavaticanticipate and
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2 Ismayil P & Hussain Koya V
meet customer needs. In this emerging environniembyation will take many forms, including advanéesroducts and
services, markets, operational processes, custotiteacy, and new channel and diversification styés.

A bank is an institution that provides financiahsee, particularly accepting deposits and lendmngney. But
now the bank has grown into an institution providimany valuable services to its customers other isafundamental
functions. There are many traditional servicesraife by the banks to its customers. The type ofises offered by a

bank depends upon the type of bank and the courteyservices provided traditionally include:
Accepting Deposit

Accepting deposit from savers or account holderthésprimary function of bank. Banks accept dep@isim
those who can save money, but cannot utilize ifitalide sectors. People prefer to deposit theifrggsvin a bank because

by doing so, they earn interest.
Advancing of Loans

Banks are profit oriented business organizatiomstiey have to advance loan to public and geneénéteest
from them as profit. After keeping certain casheress, banks provide short-term, medium-term ang-term loans to

needy borrowers.
Discounting of Bill of Exchange

Bill of exchange is a negotiable instrument, whiglaccepted by the debtor, drawn upon him/her bycteditor
and agrees to pay the amount mentioned on matwigcounting bill of exchange is another functioh modern
commercial bank. Under this, banks purchase billexéhange from holder in discount after making samerginal
deduction in the form of commission. The banks tiey deducted value to the holders when tradersudiidt into the
bank.

Cheque Payment

Banks provide cheque pads to the account holdarsouxit holders can draw cheque upon bank to payeyon

Banks pay for cheques of customers after formafigation and official procedures.
Remittance

Remittance is a system, through which cash funtlaissferred from one place to another. Banks peotick

facilities of remittance to the customers and esanme service charge.
Collection and Payment of Credit Instruments

In modern business, different types of credit instents such as bill of exchange, promissory natesgues etc.

are used. Banks deal with such instruments.
The New Face of Banking

Today banks have implemented various innovativeiees in addition to traditional services such agrsgs and

loans. Some of them are given below.
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Universal Banking

The concept of universal banking refers to the jgiom of most or all financial services under agtn largely

unified banking structure. Financial activities naglude:
* Intermediation
» Trading of financial instruments, foreign exchanged their derivatives
» Underwriting new debt and equity issues
» Brokerage
» Corporate advisory services, including mergersaaglisitions advice
* Investment management
* Insurance
» Holding equity of non-financial firms in the banlpsrtfolio.
Electronic Banking

In the wake of recent developments in informatiord &communication technologies, majority of banking
operations have been computerized by most of thenwrcial banks, both in the private and the pubdictors especially
in the last ten years and the processes still orxtension and up gradation of computerizatiomarfiks in India. The
computerization is done for front-office operatiansolving interface with customers as well as ba¢kce operations
involving internal house keeping (accounting andKisobalancing), external accounting and settlemdéhtother branches
and banks/institutions. Electronic banking providgeBouquet of new channels like internet bankiatgphone banking,
ATM banking — which are different from the traditil ‘pen and paper’ banking and which have madsiples‘anywhere
and anytime banking’ and increased speed, accumady confidentiality of customers’ transactions whédnhancing

customers convenience.
Globalization of Banking

In addition to universal banking and electronic kag, globalization has emerged as a prime movethe
banking system. This has come about as a resthiegbolicy of integration of world economies. AngrEign banks that
wish to set up their branches in the rest of theldvoan open at anywhere they want. Their busifess increased
manifold, due to scores of Multinational Corporaticsetting up their manufacturing/trading basesviery corners of the

world.
NEW PRODUCTS AND SERVICES OF MODERN BANKS

The new products and services offering by modenking system can be summarized as follows
Phone Banking

Now, Banking is a phone call away. We can pay lilid transfer funds and buy and sell open-end rhfunds
through phoneWith a mobile phone and a banking application fridv@ bank, we can deposit checks from anywhere,

saving us the hassle and risk of bringing checkbddbank, mailing them, or feeding them into anMATConsumers can
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execute a variety of banking transactions with nephones. Customers can check their account edantake requests

for payments, and even receive updates regarda@igabcounts on their mobile phones through sms.
Online Banking

Online banking (or Internet banking) is a term ugmdperforming transactions, payments etc. overltiternet
.This allows customers to do their banking outsitibank hours and from anywhere where Internetsiseavailable. No

special software or hardware is usually needed.
Online banking usually offers such features as:
e Availing Bank statements
» Electronic bill payment
* Funds transfer between a customer's own checkidgavings accounts and another customer's account
* investment purchase or sale
» Loan applications and transactions, such as repatgme
ATM (Automated Teller Machine)

An automated teller machine or automatic teller Immae (ATM) (also called as cash machine, ‘holehia wall’)
is an electronic computerized telecommunicationgodethat allows a bank's customers to directlyaisecure method of
communication to access their bank accounts, adenake cash withdrawals and check their accoulainbas without
approaching bank counter. Many ATMs allow peopledéposit cash or cheques, transfer money betwesin ank
accounts, top up their mobile phones' pre-paid @tisoor even buy postage stampsIMs allow the user to access cash
at (or near) the point of purchase, rather tharytay cash on you at all times. It facilitates them and where you want it.
This reduces the danger of theft. ATMs also indregg provide banking services like deposits andnmptransfers in

addition to simple cash withdrawal.
Pay Roll Cards

Payroll cards are a specific type of smart cardi usebanks to facilitate salary payments betweepleyers and
employees. By using a bank as an intermediary, gllagards enable an employer to load salary paysento an

employee's smart card. Employees can then accaisp#ly even if they do not have a bank account.
Credit Cards

A credit card system is a type of retail transactgettlement. A credit card is different from aitlelrd in which
the money from the user's account is removed d@vegy transaction. But in case of credit cardéssends money to the
consumer. It requires the balance to be paid inefath month. In contrast, a credit card allowsdbesumer to ‘revolve’

their balance, at the cost of having interest obdrg
Debit Cards

A debit card is a card which physically resemblasaait card. It is used as an alternative to aalsbn making
purchases. However, when purchases are made wiéthia card, the funds are withdrawn directly frome fpurchaser's

current or savings account at a bank or creditrunio
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Cheque Cards

It is a card given to the customer by the bank. Thstomer must show it when he writes a cheque twhic
promises that a bank will pay out the money writb@rthe cheque. Under ‘cheque cards ‘system, trtehadder is given a
card and a cheque book. He has to use the chedile,purchases are made and the trader gets geathpayment. The
customer does not get free credit. He has to ke#ijgient balance in his account or the bank withyide overdraft up to a

specified limit on interest payment basis.
Charge Cards

A small usually plastic provided by an organizatigith which one may buy goods from various shogse 1ull
amount owed must be paid on demand. In credit cattaks card holders get credit or loan for paynadmeriodical bills
when sufficient balance is not available in theic@unts . In a charge card such credit facilityné available .The
periodical bill amount is paid off by charging a ¢ustomers’ account. A fee should also pay bycdrd holder to the card

issuing institution.
Smart Cards

A smart card enables the cardholder to performouariother banking functions apart from credit pasgs. For
an example, with, smart cards, we can draw cash &dMs, we can verify entries in our accounts @tais is possible
because the card has an integrated circuit witmaprocessor chip embedded in the card for ideatifim purposes. The
card can also perform calculations and maintailongc The credit card customers are typically edgéeinan unsecured
credit for at least 30 days. Beyond this perio@, tank charges interest on outstanding bills. Hewnesome cardholders

may prefer to pay off their dues before the fresditrperiod. Such cardholders are called converiesers.
Bill Payments

It's easy to pay your bills with the help of banRsyments of bills of various services like eleityi telephone,
public water etc. Some banks have agreements wiéh @0 companies for payment services. Paymeritseoustomers

can be made easily and conveniently over the iateam the phone, at any branch or by using an ATM.
Online Bill Payment

Various Payments can be made by mobile phoneuft t& 40 percent cheaper than a bank visit.
Deposit Insurance

This means that if our bank goes under bankrupteywill get our money back. This stands in starktest to
the old "money in the mattress" model, where yapital is always at risk. In addition to depos#turance, many banks

and credit unions also offer access to other fayfipersonal insurance.
Investments

Investments for the clients are made by the bamkarious forms. Major forms of investments cantibed as

follows
0 Mutual Funds

If we want attractive returns and are preparecie & higher risk it is desirable to invest in nalifunds. Mutual
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funds can invest in many different kinds of sedesit A mutual fund is administered through a pammanagement

company, which may hire or fire fund managers.
o Investing in Bonds

Government bonds and corporate debentures provieigudar and reliable source of income and it'y éagnvest
through Banks. We can buy and sell government bondsrporate debentures through branches. A govemhbond is a
bond issued by a national government denominatédeircountry's own currency. Bonds issued by natigovernments
in foreign currencies are normally referred to ageseign bonds. Government bonds are usually etfeio as risk-free

bonds, because the government can raise taxesmplygprint more money to redeem the bond at maturit
o Under Writing

In banking, underwriting is the detailed credit lgags preceding the granting of a loan, based aditr
information furnished by the borrower, such as empient history, salary, and financial statementliply available
information such as the borrower's credit histavhich is detailed in a credit report and the lefsderaluation of the

borrower's credit needs and ability to pay.
Bancassurance

Bancassurance is the term used to describe th@f@gurance products in a bank. The word is al@pation of
"banque or bank" and "assurance" signifying thah banking and insurance is provided by the samgotate entity. The
usage of the word picked up as banks and insuramtganies merged and banks sought to provide inseyaspecially
in markets that have been liberalized recently.kBagives us a peace of mind with Banc assurancading a chance to

receive coverage and save money at the same time.
Life Insurance Policies

Banks offer various life insurance policies whiclveg our family a financial stability. They provideoth
protection from insurance policies and great savipign at the same time. Life insurance policiesy @ major role for

investments.
Currency Exchange Services

A customer can now buy or sell notes, travelergqeles and drafts in all major currencies at sedelstanches.
Changing currency is fast and easy using the coyré&ooths and currency exchange machines. The hadky have

competitive rates with efficient service.
Online Tax Payment

An online government tax payment and e filing savis available seven days a week, 24 hours audayy a
financial institution's Internet site. It enablassmmers to submit RST return cards and paymeatshé Internet. This
service is currently offered by many financial ingtons to customers who have an account with thEnere are many
benefits such as Convenience and Reliability, Avgjdlate payment of taxes by post-dating your paysieless

paperwork for online tax payments.
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Foreign Currency Exchange

Banks deal with foreign currencies. As the requaatmof customers, banks exchange foreign currenits

local currencies, which is essential to settle ddvendues in the international trade.
Consultancy

Modern commercial banks are large organizationsyTdan expand their function to consultancy businksthis
function, banks hire financial, legal and markepers, who provide advices to customers in reggrdivestment,

industry, trade, income, tax etc.
Bank Guarantee

Customers are provided the facility of bank guarartty modern commercial banks. When customers tmave
deposit certain fund in governmental offices orrt®tor specific purpose, bank can present itselfhe guarantee for the

customer, instead of depositing fund by customers.
Trust Services

Banks act as an entity that can hold and managgtsaBr one or more beneficiaries over time, aanafpr the
trustee to invest funds according to the directiohthe trustee, a bank can handle employee bemefgrams, personal
trusts and estates, and corporate trusts. Emplogeefit programs include profit sharing plans, nledi benefit plans, and

defined contribution plans.
Payment Orders or Bankers Cheques

Payment orders or Banker’s cheques are similaretoathd drafts but are usually issued for paymentisiwva
city. These are usually valid for a shorter perddime compared to other instruments. Banks margd a commission

for issuing Payment Orders and Banker’s cheques.
International Banking

At present, Banks have extended their activitigohd the national boundaries. The extension may fddce in
the form of borrowings as well as lending and itynteke place through official or private or comniakchannel. In the
process of internationalization, the domestic fgiahinstitutions participate in foreign financiadarkets and the foreign

institutions participate in domestic market togngficant extent.
A New Security Device

Some banks have started with a new security deVibis device brings the confidence in mind of custes
while using internet banking. This Security Dewveerks as follows. Log on to our account on Intefdahking , we need
to enter our existing username and password ad, dsllawed by the unique security code generatgdhe Security
Device. The Security Device provides us an enhameeel of security to our Internet Banking accouhhe Security

Device ensures that we can access our financalrirgtion online, in a completely secure environment
Payment System

A Payment System is a mechanism that facilitatssfier of value between a payer and a beneficigrnythich

the payer discharges the payment obligations td#meficiary. Payment Systems are the medium tsfea funds from
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one person to another that facilitate businessdseaanomies. Payment systems help consumers tefdrannds to each

other. Payment Systems can be broadly classiftedLiarge Value Systems and Retail Payment Systems.
Large Value Systems:

It is an essential payment system which ensuresrtiaoth functioning of the economy and the finalnsystem.
If this system fails, it could trigger disruptions transmit shocks within the economy. These systenable payments to

be made electronically and instantly in real tifibey offer speed, reliability, safety, convenienmest and accuracy
Retail Payment Systems:

Retail payment systems generally cater to the paywietransactions related mainly to settlemenplufgations
arising from purchase of goods and services. Ttaél payment systems in any country comprise baghep based as well
as electronic based systems. A person with a payoaed of any kind is part of the retail paymensteyn. At the retalil

level most transactions involve cash, chequessaarr@lectronic transfers.

CHANGES IMPLEMENTED IN TRADITIONAL SERVICES
Opening Accounts

A savings, current or fixed account now opens wpodd of new products and services - giving theteoers
access to our funds 24 hours a day, 7 days a wébkzero balance. With a savings or current accaumtiace we can

choose ATM or Debit Card for everyday access tofonds.
Loans

No matter what we need, there is a loan or a lineredit to give us the borrowing power we wantahes are

provided by the banks in various forms like hormenks, personal loans, mortgage loans etc.
CONCLUSIONS

As competitive forces intensify, it is clear thainks will have to become far more responsive taogimy market
conditions and emerging competitive threats. Thdlneed to take dramatic steps to redefine thesitess models to
assemble the best capabilities in the market amtylspecialized enterprises that focus on critidéferentiating business
components within the firm. One bank which does adpt new technologies and innovations cannotiaiin the

current competitive era.
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