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DESCRIPTION
The amount of credit available to a firm or individual from a 
financial institution in the form of loans is referred to as bank 
credit. The total amount of money a person or corporation can 
borrow from a bank or other financial institution is referred to as 
bank credit. Credit can also relate to a borrower's 
creditworthiness, or his or her capacity to repay the credit 
provided on time. Lenders give credit to individuals and 
businesses based on their belief that the borrower will repay the 
money they borrowed plus interest. The term "credit" is used in 
accounting to describe an accounting entry that reduces assets or 
increases liabilities on the balance sheet.

In the 1520s, the concept of credit was first used. Creditors in 
ancient times evaluated a potential borrower's creditworthiness 
only on the basis of his or her reputation before giving loan. 
Traders made loan decisions based on their personal ideas and 
beliefs about the borrower because the notion was not as 
advanced as it is today. Such a strategy was subjective, making it 
vulnerable to bias and manipulation, as well as excluding 
potentially trustworthy borrowers. In comparison to a subjective 
approach in the past, the process of analyzing the 
creditworthiness of a potential borrower now comprises a more 
objective approach.

Rather of depending on personal views and opinions, creditors 
now examine a borrower's credit history by reviewing their credit 
report. Secured credit and unsecured credit are the two primary 
categories of bank credit. Secured credit is credit backed by an 
asset, such as a car, farm machinery, or a home, that serves as 
security for the loan. The lender places a lien on the asset 
pledged as security, and the borrower does not fully own the asset 
until the debt is entirely paid off. In the event of a borrower 

default, the lender has the right to seize the collateral  asset to 
recuperate the losses. Unsecured credit, on the other hand, is not 
secured by anything, and the lender cannot seize any of the 
borrower's assets to force repayment. Unsecured credit lenders, 
on the other hand.

Consumer credit is defined as a form of personal credit in which 
an individual purchases goods or services without immediate 
payment. Some common examples of consumer credit include 
credit   cards,   short-term   loans,  personal   loans,   and   more . 
Consumer credit is offered by banks, credit unions, and retailers, 
and borrowers are required to repay the loan over time with 
interest.

Trade credit is a form of credit that allows a customer to 
purchase goods from a seller with an agreement to pay the 
purchase price at an agreed future date. Most companies typically 
offer trade credit as part of the terms of the purchase agreement. 
However, customers who benefit from this arrangement must be 
financially stable and have a history of on-time credit repayment. 
Companies that offer trade credit terms allow 30 days, 60 days or 
90 days for repayment and the transaction is invoiced.

Some customers may be able to negotiate a longer trade credit 
repayment term, and approval of these terms depends on the 
merchant's criteria for trade credit eligibility. A loan is a more 
flexible form of financing that allows you to access the loan 
amount, depending on your needs at any given time. The credit 
sets a maximum money limit that the customer can use in whole 
or in part. The customer can use all the money offered, some or 
not at all. Bank credit is commonly referred to as a loan that is 
granted for a company's or a customer's personal needs, with or 
without collateral or collateral, with the expectation of earning 
periodic interest on the amount of the loan.
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