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Lecture: Banking Law

1. Definition of Banking Law

Banking Law is the branch of law that regulates the activities of banks and financial
institutions. It governs the relationship between banks, customers, central banks, and
regulatory authorities.

2. Objectives of Banking Law
Banking Law aims to:

Ensure the stability of the financial system

Protect depositors and clients

Regulate banking operations

Prevent financial crimes (fraud, money laundering)
Promote trust in the banking sector

3. Sources of Banking Law

A. National Sources

« Banking legislation
o Central bank regulations
o Financial regulatory authorities’ rules

B. International Sources

« Standards issued by the Basel Committee on Banking Supervision
o Agreements influenced by the International Monetary Fund
e Guidelines from the World Bank

4. Types of Banks

Commercial Banks: Provide services like deposits and loans

Central Banks: Control monetary policy (e.g., money supply, interest rates)
Investment Banks: Deal with financial markets and large investments
Islamic Banks: Operate according to Sharia principles (no interest)



5. Banking Operations
Main banking activities include:
Accepting deposits

Granting loans and credit

Money transfers and payment services
Issuing bank cards and financial instruments

6. Bank-Customer Relationship

The relationship between a bank and its client is mainly contractual and includes:
« Duty of confidentiality (bank secrecy)

o Duty of care and diligence
« Obligation to execute customer orders

7. Banking Regulation and Supervision

Banks are strictly supervised to ensure financial stability:

e Licensing of banks

o Capital requirements (Basel standards)
e Risk management rules

« Regular audits and inspections

8. Banking Risks

Banks face several types of risks:

o Credit risk (borrower fails to repay)
e Market risk (price fluctuations)

« Liquidity risk (lack of funds)

e Operational risk (internal failures)

9. Financial Crimes in Banking
Banking law combats:
« Money laundering

e Terrorism financing
e Fraud and cybercrime



10. Dispute Resolution in Banking

Disputes may be resolved through:

o Courts
e Arbitration
o Banking mediation
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Key Terminology

English Term

Banking Law
Bank

Central Bank
Deposit

Loan

Interest Rate
Credit
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Banking Regulation Sl sl
Financial Institution 4l A 5

Bank Secrecy

Money Laundering

Liquidity

Capital Adequacy
Risk Management
Financial Crime
Payment System

Audit
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