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Unit 1 Introduction to Banking Operations 81FUISSET QKR n

Banking Operation (1)

Bob Dillon’ s friend, Mary Smith, is a teller at the First National

Bank. She is explaining the operation and organization of the bank to B
Dillon. =
Smith: Our bank is organized into a number of departments, each of
which is responsible for a particular area of business. For ex- .
ample, the Trust Department handles investments, the Collat- 13
eral Department keeps loan records and pledged securities, '@ 3
and the Real Estate Department handles mortgage loans on re- | i§
al estate. &
Dillon; What department are you in? You’re a teller,aren’ t you? =

Smith: Yes, I am a paying and receiving teller. We are usually the
people who have the most contact with our customers. We are
part of the Operations Department, the department which
takes care of most of the day-to-day business of the bank.

Dillon: What’ s the Auditing Department? Isn’ t that where your
friend Alice works?

Smith: Yes, Alice is an assistant auditor. The Auditing Department
has the responsibility of checking and supervising all of the
bank’s activities to be sure there are no errors or improper
procedures.

Dillon: Does the Auditing Department keep the main records of all
transactions?

Smith: No, that’s the job of the General Ledger Department. That’ s
the department which is the central bookkeeper for the bank.

Of course, modern banks keep such records in computers in-
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stead of in ledgers.

Banking Operation (2)

Bob Dillon and Mary Smith continue their discussion about the

operation and organization of Mary’ s bank.

Dillon .
Smith :

Who is the highest officer of the bank?

That’s Mr. Sunderland, our president. He is responsible to
the Board of Directors, which is elected by the stockholders.
He is assisted by the senior vice -presidents, vice -presidents

and assistant vice-presidents.

: How many vice-presidents do you have?

: There are quite a few. Usually each department is headed by

a vice -president or an assistant cashier. That’ s the lowest -

ranking officer position in most banks.

: Aren’t all department managers officers?

: No, not all of them are. Actually, the word “officer” means a

person authorized by the Board of Directors to represent the
bank in certain dealings. It doesn’t necessarily represent his
function in a department. For example, my boss is not a bank
officer, he is chief teller. If he were an officer, his title would

be assistant-cashier and chief-teller.

: That sounds very confusing. Why don’t banks just make all

department managers officers?

: It’s part of the bank’s system of assigning authority and re-

sponsibility. After all, banks have special obligations to their
depositors because we are handling their money, not only our

own.
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Dillon; That’ s right. And I am a depositor, too. I’ ve got $ 37.50

in my account.

Banking Operation(3)

Bob Dillon and Mary Smith talk about the risk management j!i
framework in the bank.

Dillon: I was told that risk management was the core competitiveness "

of a bank. Is that so? 3

Smith: Yes, of course. In fact, there are mainly three types of risks | &

that the bank manages. They are credit risk, market risk and : i&

operational risk. The approval of loan application mainly con- ! &

cerns credit risk, i. e. the risk that the borrower fails to repay =

the loan.

Dillon: I see. Then how is the credit risk managed in loan approval
process in a typical bank?

Smith; If it is a corporate customer, the relationship manager will first
bring in the customer and do due diligence investigation to
know the profile of the customer. Then he will submit the ap-
plication and his analysis to the risk committee and the com-
mittee, which is made up of staff from relevant functions of
the bank, will discuss and see if the application is approved.

Dillon: What about a loan to an individual customer?

Smith: Normally, we will obtain the credit rating of the customer and
the credit officer can approve the loan.

Dillon: That is to say, we normally don’t need a committee to ap-
prove such loan.

Smith: Yes, your are right.



