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Banking as the Major Financial Intermediary

Banks are the major source of financing everywhere in the world.
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The Bank Ballance Sheet

Why do we need the bank ballance sheet?

To understand the following:
1 Where do the money in the bank come from (Liabilities)
2 What does the bank do with them (Assets)
3 How does the bank make profit
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The Bank Ballance Sheet
What is a bank ballance sheet

The Bank Ballance Sheet
The Bank Ballance Sheet is a list of the bank’s assets and liabilities, for
which it is always true that:
Total assets = Total liabilities + Capital

Liabilities are the sources of funds for the bank
Assets are how the bank uses the acquired funds
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The US Banking System Ballance Sheet

What are the major elements?
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Basics of Bank Management
The T-Account

T-Accounts are a way to study the changes in the ballance sheet:

How does a bank make a profit?
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