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BANKING AND CREDIT CREATION
The Body Revision
	Functions of a central bank and other banks of a given state on the issue regarding credit creation and money transfer. The central bank plays an important role in controlling money demand and supply; its services include offering loans, transfer of money, deposits, giving advisory services and creating channels for investments opportunities for small businesses and large corporations. For instance, the central bank of America has a responsibility of fostering the liquidity, formulating and implementing monetary policies and organizes financial systems. The value of the capital of any given nation is very important when doing business with other countries because it will determine the amount of income generation of that state. Thus, the commercial bank plays a major role of accumulation and mobilization of capital for investment, supply and access for working capital. The following paragraph tells us more about the history of banks and what it means for banking and credit creation.
	The meaning and history of banks, ways under which financial systems are carried out in a given bank and the definition of credit creation. Banks derived its origin from Italian word “banco” used during the Renaissance by Florentine bankers who were making their business transactions above a desk that was covered by the green table cloth. Hence, banks need to have a good financial system for it to have proper financial services to the nation at large, for example, America inherited the British financial system which provides mortgage finance, insurance, and other financial services to its people. Credit creation is a process which a bank loans greater magnitude than the amount of money it initially receives in deposits. A sound management in the banking system will result in a high profit in a banking sector; on the other hand, poor management and bad debt charges lead to a decline in profitability. Lastly, we can now look in details the impact of credit risk management on banking.
	 The impact of credit risks management and its effect on bank performance. Credit risk occurs when a bank borrower fails to meet its commitment under agreed terms relating to the loan awarded. The biggest challenge facing commercial banks is the issue of credit risks, such that borrowers are issued with loans, and lastly, they end failing to repay in time which leads to significant loss. Banks need to have an efficient management and good strategy to help in reducing the issue of credit risks which on the other side will improve the profit collected and the banking services of the industry. Having excellent services in a bank industry, it means commercial banks can carry out its functions in a smooth manner and even increase the loan limits. Therefore, there is a table relationship between credit risk management and bank performance. Following the above explanation, it reveals out that, for a bank performance to be high then the credit risk must be managed to the fullest.
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