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Abstract: This article reveals the essence and role of bank credit in the market economy of the
Russian Federation at the present stage, also studied scientific approaches to determining the essence
of the concept of "bank credit”, and considered the main approaches to the significance of the role of
bank credit. The purpose and main tasks of the bank's lending activities are outlined. Several functions
of a bank loan in a market economy are also considered in detail.
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In the economy of our country, the banking sector is one of the most dynamically developing. Banks
act as financial intermediaries. They accumulate temporarily free monetary resources of some
economic entities and transfer them for temporary use to other economic entities. In the banking
services market, the main activities are deposit and credit operations.

Lending activity is one of the most important features that form the very concept of a bank. In the
current conditions of the economic situation in Russia, bank lending is one of the main sources of
profit for commercial banks.

The relevance of the study is due to the fact that bank lending is currently one of the main internal
incentives for economic development.

Without the institution of lending, it is impossible to imagine modern economic, including financial,
turnover.

Lending solves the problem of ensuring the movement of funds (other borrowed resources) from one
entity to another, from one industry to another.

In other words, bank loans serve the system of redistribution of cash and other capital flows,
predetermining the acceleration of the reproduction process.

A bank loan is a bank operation to provide funds to the borrower on the terms of payment, repayment,
and urgency. In a broader sense, credit is a cost economic category, an integral element of commodity-
money relations.

The concept of "bank credit"” is defined by four main characteristics:
1. Return. Funds borrowed from the bank must be returned. Otherwise, the case will go to court.
2. Cost. You can’t just ask a financial institution for a loan. You have to pay for the service.

3. Deadline. Borrowed funds must be returned within a certain period of time prescribed in the
contract. The return is carried out exactly on schedule - this is convenient for everyone, because in
this way the amount is divided into comfortable payments and repaid regularly at a measured pace.

4. Differentiation. The terms of the loan are set for a specific situation.
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The main goal of the lending activity of any bank is to achieve commercial growth by strengthening
and improving the reliability of the quality of the bank's loan portfolio.

Among the main tasks of credit activities is the creation of assets that provide a constant planned level
of profitability; investing credit funds in economically promising, profitable projects; development and
active introduction of new credit products; strengthening and increasing competitiveness in the market;
improving the quality of services provided.

Now there is a group of banks that are developing specialized small business lending programs. Their
loan products are almost identical, therefore, when choosing a bank, customers are primarily guided by
the cost of the loan, the speed of its provision and approaches to collateral.

In a market economy, credit performs several important functions:

1. The distributive function of a loan consists in the transfer of monetary resources between economic
entities on a repayable basis.

2. The emission functions of the loan. Commercial lending contributes to the emergence (imitation)
of new funds. Banks quickly respond to the need for money emission, so they quickly increase the
payment mass.

The Central Bank and the entire banking system issue money on a credit basis.

3. To ensure monitoring of compliance with the principles and conditions of lending by the subjects
of loan agreements, the control function of the loan is performed. Thanks to this type of
monitoring, compliance with the terms of the loan agreement, the creditworthiness of the borrower,
and the forecast of risks before issuing a loan are checked.

Lending can also perform the following functions:

1. Accumulation function, involving the collection of assets, capital for a serious investment or a big
purchase.

2. A reproductive function that allows you to use additional funds for the production cycle (purchase
raw materials, process, sell goods or products, and pay off the proceeds), as well as its changes (in
terms of quality, cost).

3. A stimulating function that allows you to organize the production process from scratch, without
having your own assets.

4. Substitution function, i.e. creation on the basis of a loan of means of payment, the use of which has
the effect of saving distribution costs.

5. Growth of capital concentration. Bank lending allows you to concentrate capital in the shortest
possible time time frame with minimal cost.

6. Servicing the turnover - the process of movement of goods is accelerated and simplified due to the
widespread use of bills of exchange, checks, credit cards, etc.

7. Contributing to the acceleration of scientific and technological progress - the implementation of a
large number of innovative projects in less time, including those that require significant financial
costs.

The objective need for bank lending is due to the peculiarities of the circulation of capital, which are:
the constant formation of cash reserves; different duration of the turnover of funds in the economy;
close interweaving of cash and non-cash turnover; segregation of funds within economic entities.

In the process of circulation, funds in some economic units are released, while others have a need for
their use.
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The need for lending is also due to the commercial organization of management in market conditions,
when each enterprise in the conditions of capital circulation has an additional need for funds. With the
help of the credit mechanism, enterprises receive the funds they need for normal operation.

Thus, a bank loan is of great importance in the development of economic relations between industries
and regions, in increasing the efficiency of production, in creating and using income and profits. Credit
is able to have an active impact on the volume and structure of the money supply, payment turnover
and velocity of money. Credit stimulates the development of productive forces, accelerates the
formation of sources of capital to expand reproduction based on the achievements of scientific and
technological progress
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