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Intenstional banking is the process in which inancial institutions rencler their services to 
orign clients. International banking involves the transactions relating to the acceptance of 
depasits and loans anywhere in a curreney other than that of the country in which the bank is 
located. The global banking system is a network of interconnected nodes cach depictinga 
specitic location 

The oxford dictionary defines a bank as -an establishment for custody of money which it 
pavs out on customer's orderl. 

Banking is an industry that handles cash. eredit, and other financial transactions. Banks 
pron ide a safe place to store extra cash and credit. They offer savings accounts, certificates 
of deposit and checking accounts. Banks use these deposits to make loans. These 
loans includehome mortgages. business loans, and car loans. 
Banking is one of the key drivers of the U.S. economy. Il provides the liquidity 
needed for families and businesses to invest lor the future 

The term banking is derived from the word -bancol means -a benchl. The term banking has 
undergone tremendous change over the years. The traditional and commercial banking 
activities of accepting deposits and lending has been replaced by the concept of universal 
banking and now international banking. 
HISTORY OF INTERNATIONAL BANKING 

The Old Testament book Ecclesiastes says "There is nothing new underthe sun," The last 
four decades of international expansion by banks controlled from head offices is the 
economically most powerful countries is merely another chapter in a centuries old story. 
International banking hearkens back at least to the second millenarian before the Common Era, when Babylonian temples under the code of Hanmmurabi safeguarded the idle funds of the population and extended loans to merchants to finance themavement of goods. Likewise during the period of Greek ascendency in the ancient world (roughly 500 to 300 BC) "banks" regularly advertised interest for deposits and loans. and routinely handled foreign money 
payments. 

Tol: XVU, December 2023 

Principal 
Lucknow Public College of Professional Studies 

Vinamra Khand, Gomtinagar, Luckncw 

17 



Rabindra Bharati lnii crsity Journal oLconomies 
ISSN: 0975-802N 

l'nder the Roman 'mpie a \ariety o>' linancial instrunments were leglized. such as bills or (chang, o mmote reginal (international) trade. Durlg the Dark Ages. most of such wti\ iUN disanead. But nitlh the euning ofthe kenaisSLNce international banking ayain emerged as a pnerul torecon he landscape. 
ln mor Nent history the Florentine banking houses o> the fourtccnth andFifteenth centuries - the Bai Peruzzi and the Medici Slip strcamed in the wakc of the growth of international \ ade in Wool cloth and silks and at their perilhelion, had branches, subsicdiaries and offices thvughout Europe. The Bardi and the Peruzzi collapsed as a result of defaults on 
xtensive loans to monarclhs such as Edward | and Edward I| of England and Robert of 
Aujon. king of Naples. Malun describes these loans as thc first instance of international 
lending by the torerunners of modern banks to the forerunners of modern governments. 
Similar fate befell the Medici Bank which had lent four times its capital resources to Edward 
IV. 

During the nineteenth century, British and European bankers lent to the "new world". The 
economic development of the United States, from the colonial periods throughout the 
nineteenth century was financed in large part by capital from London and European centers. 
British merchant banking houses-notably Barings, Hamros, and Rothschild 
underwrote and held issues of foreign bonds. Many of the foreign bonds issued were 
acquired in the traditional way by private investors through theLondon Stock Exchange. 

sponsored. 

Others were issued "internationally" much like the Eurobonds are placed now a day. Led by 
British institutions banks in the 19th century, promoted two different types of international 
lending which are trade financing and investment banking. The former, short term 
commercial lending on the traditional basis of bills Of exchange was typically used to finance 
commodity exports and imports or to deal in foreign exchange. The latter, a pioneering 
development of the era consisting of the placement of long-term funds of fixed interest 
securities on an agency or undertaking basis was used more for Infrastructural and industrial 
investment. 

Trade financing was only a relatively small part of the story in the nineteenth century. Far 
more important was the development of investrment banking which accounted for the great 
bulk of the international lending, where. financial houses acted primarily as agents or underwriters for the placement of long-term debt or equity issues with the broader investing 
public rather than as lenders on their own account. Risk was borne by the tens of thousands of individual savers who invested in the capital market, rather than directly by the 

shareholders or partners of bank themselves. 
In the 1920s, New York, rapidly supplanted London as the center of global finance. and American banking institutions came to dominate the market for international lending England and France declined notably as sources of new funds and Germany hamstrung by it's my moth reparations burden was transformed into one of the biggest borrowers. Th United States founditself in, undated with requests for funds from Europe and elsewhere. absolute magnitude the sale of foreign investment by Americans during the euphoric Roaru Twenties transcended even the records set by Europeans in the previous century. World War I changed little in international finance; the elements of continuity were stroue For once, investment banking continued to account for the bulk of overseas lendi likewise, sovereign loans continued to dominate overall lending tallies. The international banking system became one of the main victims of the Great Depress" after the Second World War. A rash of bank failures, default and violent contractions international trade and investment shattered confidence in international lending. 

'ol: NVIl, December 2023 



Dahindra Bharati l"nii crsity Journal ofl cononics 
ISS\: 00S-S0\ 

natinal borders grod to a balt in the carly 190%and really lid 
the Seeond od Wr.he machineryo pri ate inlernatiobal linance 
wold storage. lhe stalblisment ol' tlhe Bretton Wocls nonetary system 

n'sNN ontin i) intematinal trade md luvestnent, establishing a new sct of rules 

tinanee and enchange rales that loned te basis of the postwar world 
. tibancial Ilamework in place multinational business blssomed and 

Nutiint omie lite b evating globul slhopping cenler. 
I Mcal busiteNN Nquirenients o> running a global shopping center eventually led US 
hanks N Hte history is irst global money market. Ulramodern communications and 

intmtion echnology soon bound banks together in a single global financíal market. 

Pers the most reMarkable development that the financial industry has experienced since 
the ot the world War l has been the internationalization of banking. 

This development was commenced by the major commercial banking instítutions located 

principally in Westen Europe and the Western hemisphere. The banks that took the lead 

and embarked on multinational banking were individual institutions fromn such foreign 

banking oriented countries as Canada, France, Germany. Switzerland. UK & USA and 

Japan. 

1 

Undeterred by geographical barriers, these banks embarked upon the creation of worldwide 

networks of outlets and became actively engaged in international operations. The 

international expansion of these banks has brought about the effective linkage of national 

financial markets and the increasing integration of worldwide banking systems. Despite 

apparent differences in the patterns of their international expansion these bankshave become 

multinational set of competing financial institutions. 

International banking has become one of the dominant features of theinternational monetary 

and financial system since the first oil crisis in 1973. 

The main factrs in this development have been 

(a) The unspent oil receipts of the low absorber oil - exporting countries, which were 

mainly deposited with US and European banks, and 

(b) The increasing financial needs of non-oil Less Developed Countries, which were 

mainly covered by loans from those banks. On the purely technical side, the 
development of the market has been greatly facilitated by technological progress in 
the telecommunications sector. 

FUNCTIONS OF INTERNATIONAL BANKING 

OPENINGNON-RESIDENTACCOUNTS. 

International banks provides various services to nonresident of the country helps them in 
making or receiving the remittances from abroad and also keep the deposits in foreign 
exchange e.g. FCNR. The 3 main types of account are opened for nonresident are 
nonresident external (NRE), nonresident ordinary (NRO), and foreign currency nonresident 

(FCNR). 
2. EXPORT FINANCING 

International banking provides easy credit facility to finance the cxport for the exporters. 
This pre-shipment finance is termed as packing credit. It facilitates them by providing 
credits at low rates or concessional rates enabling them to get raw material and other 
necessities required for exporting of goods to different countries. Banks also provide loans 
for packing and shipping of goods called as post-shipment credits. 
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3. 

lnternational banks also pron ide lacilily of inport financing just like the import financing 
comnonl, by the use o letter of credit. Ielter of credit is a secured mean of payment. In 
moden orld it is not pssible lir tlhe buyer und scller to mcet cach other face to face and 

most ot the traders arv dole througlh clectronic mediu giving risc to credit risk or de fault risk. 

INPORTS FINANCING 

As a pt of international banking unction, banks provicle guarantees favoring the 
beneticiary at the request of its customer. Bank issues guarantees for making the payment to 

the beneticiary in case of detault by the borower. 

6. 

ISSUING GUARANTEE 

With the view of integration and globalization of the economies, the corporate are able to 

raise foreign currency loan from overseas lenders. The foreign currency loan are normally 
denominated in currencies namely dollar, pound. 

LOAN INFOREIGNCURRENCY 

SYNDICATION OF LOAN 

In view of the need for huge size of loans and multiplicity of bank and the short time of 

sanction. the banks facilitate the borrower by providing option of transferable loans 

commonly called as syndication of loan. 

FEATURES AND BENEFITS OF INTERNATIONAL BANKING 

(1) FLEXIBLE INNATURE 

International banking facilitates multinational companies by providing flexibility in dealing 

with multiple foreign currencies. The major currencies that multinational companies or 

individuals can deal with include dollar, euro, pounds, sterling, and rupee. The companies 

having headquarters in other countries can manage their bank accounts and avail financial 

services in other countries through international banking without any hassle. 

(2) EASY ACCESSIBILITY 

(4) 

It provides accessibility and ease of doing business to the companies from different countries. 

An individual or MNC can use their money anywhere around the world. This gives them 3 

freedom to transact and use their money to meet any requirement of funds in any part of the 

world. 

(3) ACCESS TO INTERNATIONAL TRANSACTIONS 

Jnternational banking allows the business to make international bill payments. The currenc! 

conversion facility allows the companies to pay and Receive money easily, Also, the benetils 

like overdraft facility, loans, deposits, etc. are available every time for overseas transactions. 

GLOBAL ACCOUNTS MAINTENANCE 

Many multinational companies are able to maintain foreign accounts only because 0 

international banking by helping them in keeping records of the account holders in a 
manner. AIl the transactions of the company are recorded in the books of the banks across 
globe. By compiling the data and figures, the accounts of the company can be maintained. 
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