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     The banking sector is one of the biggest and revenue generating sector in our 
economy. India is a country with impressively splendid banks with sufficient capital and 
well-regulated rules and regulations. One of the biggest transformations that the sector 
faced during this period is GST i.e., Goods and Service Tax, a new tax regime introduced 
in the midnight of 1 July 2017. Now the new tax regime has become one year old and 
there are so many changes which happened in the banking sector during this one-year 
periods. Introduction of GST to the banking sector was one the highly risky and 
challenging role for the government. GST is a replacement to the Value Added Tax 
(VAT) which was implied on goods and services. The main purpose of studying the 
impact of implementation of GST is to avoid double taxation on goods and services. It is 
a self-regulated tax system with a simplifies tax regime which reduces the multiplicity of 
tax. The purpose of this study is to know the challenges faced by the Banking sector and 
its effects on the customers after the implementation of the GST. New tax regime made 
an incredible step by the abolish of centralized registration of the banks. Now all the bank 
branches have to register under GST in each state for the smooth functioning. The tax 
rate has created an impression in the banking sector that the sector is contributing much 
toward the economic growth of the country. Tax slabs is another important and critical 
thing discussed in this paper which has substantially increased compared to the old tax 
regime 

. INTRODUCTION OF BANKING SYSTEM 

           Accounting for trillion in assets worldwide, the banking system is a crucial 
component of the global economy. While money-changing and money-lending may be as 
old as money, banking dates back to 15th century medieval Italy, and played a major role 
in the rise of the Italian city-states as world economic powers. Ever since, the health of an 
economy and the health of its banks have been interrelated; the global credit crisis, 
precipitated by the collapse of the subprime-fueled U.S. housing bubble, is only the most 
recent example.  
          Banks are just one part of the world of financial institutions, standing alongside 
investment banks, insurance companies, finance companies, investment managers and 
other companies that profit from the creation and flow of money. As financial 
intermediaries, banks stand between depositors who supply capital and borrowers who 
demand capital. 

MEANING 

            The present world is characterized by evolving financial institutions who have 
come to shape our lives in more ways than once. The banking system has come to be an 
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integral part of today’s society. Either a person has a bank account or not, he/she cannot 
escape the presence of the banking system. 

            Banking system in simple words refers to a chain of financial institutions that 
provide financial services like deposits, loan, money transfer, etc. to individuals and 
institutions with interest as the determining factor of the transaction. Banking system 
plays the role of an intermediary between the ones saving and the ones who borrow 
money for investments. 

FUNCTIONS OF BANKING SYSTEM 

The functions of the banking system can be classified into primary functions and 
secondary functions. 

• Primary functions: The primary or banking functions include two components 
namely depositing and disbursement of loans. The depositing function of the 
banking system has come to be highly developed providing a range of deposit 
option. Some of the popular deposits are saving deposits, fixed deposits, current 
deposits and recurring deposits. The disbursement of loans from the capital of 
savings constitute the determinant for the bank’s earnings, as the loans disbursed 
are charged with an interest rate levied to the borrowed amount. Some of the key 
loan advancements include loans, cash credits, overdraft and discounting of the 
bill of exchange. 

• Secondary functions: Accompanying the primary functions are a pair of 
secondary functions which the bank performs, namely agency functions and 
general utility functions. The agency functions refer to services like funds 
transfer, cheque collections, portfolio management, etc. performing the role of an 
agent to the customer. The general utility functions refer to the special facilities or 
services which banking institutions provide, namely locker facilities, project 
reports, foreign exchange, etc. Not all utilities are provided by every bank, their 
disposal depends on the resources and nature of the banking institution. 

Types of Banking System: 

• Private Banking: it refers to a complete asset management of the client. It 
serves all the financial dealings of the client namely investment, tax planning, 
securities, etc. with a high amount of equity. 

• Home Banking: it refers to all the services, technology and tools which the 
banking institutions are continuously developing. It provides banking services to 
the people at the press of a button, removing the hassles of making errands to the 
bank for minor services. 

• Wholesale Banking: it refers to the provision of banking services big 
corporations or institutions thus involving personalized and major scale 
operations. 
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• Mixed Banking: banking institutions which perform both the functions of 
commercial i.e. retail as well as the wholesale functions or corporate banking are 
called mixed banking systems. 

 CHALLENGES BANKING SYSTEM 

• Security Risk: The problem related to the security has become one of the major 
concerns for banks. A large group of customers refuses to opt for e-banking 
facilities due to uncertainty and security concerns. According to the IAMAI 
Report (2006), 43% of internet users are not using internet banking in India 
because of security concerns. So it‟s a big challenge for marketers and makes 
consumers satisfied regarding their security concerns, which may further increase 
the online banking use.   

• The Trust Factor: Trust is the biggest hurdle to online banking for most of the 
customers. Conventional¬ banking is preferred by the customers because of lack 
of trust on the online security. They have a perception that online transaction is 
risky due to which frauds can take place. While using e-banking facilities lot of 
questions arises in the mind of customers such as: Did transaction go through? 
Did I push the transfer button once or twice? Trust is among the significant 
factors which influence the customers‟ willingness to engage in a transaction with 
web merchants.   

• Customer Awareness: Awareness among consumers about the e-banking 
facilities and procedures is still¬ at lower side in Indian scenario. Banks are not 
able to disseminate proper information about the use, benefits and facility of 
internet banking. Less awareness of new technologies and their benefits is among 
one of the most ranked barrier in the development of e-banking.  

•  Privacy risk: The risk of disclosing private information¬ & fear of identity theft 
is one of the major factors that inhibit the consumers while opting for internet 
banking services. Most of the consumers believe that using online banking 
services make them vulnerable to identity theft. According to the study 
consumers‟ worry about their privacy and feel that bank may invade their privacy 
by utilizing their information for marketing and other secondary purposes without 
consent of consumers 

• Fractional Reserve banking: it is this banking system which led to the 
distinguished phenomenon of the money multiplier. The banks are not allowed to 
hold the complete deposits in reserve; they only hold a fraction of the deposit in 
reserves and use the rest in lending’s and investments generating revenue for the 
banks. 
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IMPLEMENTATION 

                         Every financial company has its individual strengths and its own grown 
structures. These must be identified and transferred to the digital world. The biggest 
challenge lies in the smooth integration of legacy systems, some of which are still based 
on older technologies and will have to be integrated into the new processes, at least in the 
medium term. A complete conversion of all business areas in a big bang is often not 
practical and goal-oriented - the planning time would be too long and the performance of 
the financial institution too limited during the implementation phase. Experience has 
shown that the corporate banking business, especially the corporate lending business, has 
great potential for optimization through digital, automated processes. This division is 
therefore also predestined for the first step towards digital banking. 

CONCLSION  

                All banks have rules about how long it takes to access your deposits, how many 
debit card transactions you're allowed in a day, and how much cash you can withdraw 
from an ATM. Access to the balance in your checking account can also be limited by 
businesses such as gas stations and hotels that place holds on your funds when you pay 
with a debit card. Debit cards provide easy access to the cash in your account, but can 
cause you to rack up fees if you overdraw your account or visit out-of-network 
ATMs.While debit cards encourage more responsible spending than credit cards, they do 
not offer the same protection or perks. Regularly balancing your checkbook or 
developing another method to stay on top of your account balance is essential to 
successfully managing your checking account and avoiding fees, declined transactions 
and bounced payments. If you have more money than you need to manage your day-to-
day expenses, banks offer a variety of options for saving, including money market 
accounts, CDs, high-interest online savings accounts and basic savings accounts. 
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