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https://en.wikipedia.org/wiki/Financial_institution
https://en.wikipedia.org/wiki/Financial_transactions
https://en.wikipedia.org/wiki/Bank_statement
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 

 
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http://www.investopedia.com/terms/p/payee.asp
https://en.wikipedia.org/wiki/Cheque
https://en.wikipedia.org/wiki/Bank
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https://en.wikipedia.org/wiki/Clearing_(finance)
https://en.wikipedia.org/wiki/Cheque_truncation
https://en.wikipedia.org/wiki/Cheque_truncation
https://en.wikipedia.org/wiki/Bankers%27_clearing_house
https://en.wikipedia.org/wiki/Non-sufficient_funds
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The store owner 
deposits the check 

at his/her bank 

Store owner’s 
bank credits his 

account with $30 
and sends Mike’s 

check to the 
clearing bank of 
the store owner 

Customer’s check is 
sent to the  store 
owner’s Clearing 

bank  

Clearing Bank 
credits $30 to 
owner’s bank 

reserve account 

$30 is transferred from 
reserve account to 

customer’s account. The 
check is sent to 

customer’s bank 

$30 is deducted 
from customer’s 

account 

A customer writes a 
check for $30 to 

buy a guitar 
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Deposit of 10,000 

Bank A 

$1,000 

Fed’s Requirement 10% 

Loan of $9,000 to a 
customer 

Deposit of $9,000 into 
Bank B  

Bank B 

$900  

Fed’s Requirement 10% 

Loan of $8,100 

Deposit $8,100 in  Bank 
C 

Bank C  

$810 

Fed’s Requirement 10% 

Loan of $7,290  
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 

 

 

 

BrE: Merchant bank; AmE Investment bank 

BrE: Retail bank, Commercial bank, High Street bank; 
AmE: Retail bank. Commercial bank 

BrE: Building Societies; AmE: Savings and Loans 
Associations 


