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borrowings of banks, 375-80
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accounts, 4
conversion into loans and investments, 12
decisions on interest rates offered on,
383-84
asset-liability gap considerations, 385
macroeconomic conditions and flow
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distribution of, 432-34
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business strategies for, 380-88
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policies adopted on lending and pricing
of, 246
portfolio of
composition of, 381-83
ratio to GDP, 97-98, 127
receipt of cash balances as, 12
share in rural areas, 429
state-wise, 175
transfer of, 8-11
types of, 6
use as bank loans and reserves, 14
bank efficiency and profitability, 76
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bank finance, 74, 350-52, 468
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237,255,268, 272
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418, 422,434,436-37
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418
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211, 344, 371, 390-91, 393-95, 409
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banking business, 201
in India, 17, 28
meaning of risks in, 203-04
types of risks in (see banking risks)
banking channel, 9, 108, 123, 158
banking consolidation, 439, 452, 458,
460-61
banking crises, in Bengal, 248
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banking frauds, 221, 449
due to phishing, 465
banking industry, adoption of IT and ITES
in, 123
banking management, 15, 292, 297, 305,
324-25, 368, 398, 440, 469
banking profitability, 31, 324, 407, 410,
427,443
Banking Regulation (BR) Act (1949), 13,
15, 18, 27, 66, 243-45, 280, 459
section 45 of, 459
banking regulation and supervision,
279-82
administrative control, 244-46
adoption of international best practices
in, 97
for the future, 469-76
lender of last resort (LOLR) facility, 89,
243-46
‘off-site surveillance’ of banks, 282
public ownership strengthening
depositors’ confidence, 252-53
public policy to contain banking risks,
243-53
raising common equity capital to a
reasonably high level, 470-72
rationale for capital adequacy
requirements, 250-52
related to the conduct of the banking
business, 246
role of the Bank of England in, 243
safety net under deposit insurance,
247-48
standard operating procedures (SOPs),
246
status quo under collective bargaining,
474-76
statutory reserves, 249-250
upgrading LOLR to a robust liquidity
provision facility, 472-74
banking risk management, 288, 306
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banking risks
measurement of
credit risk, 211-18
interest rate risk, 225-31
liquidity risk, 218-25
market risk, 231-34
operational risk, 234-37
public policy to contain, 243-53
types of, 203-11
credit risk, 205-06
different items of assets and
liabilities, 210-11
interest rate risk, 207-09
liquidity risk, 206-07
market risk, 209-10
operational risk, 210
banking sector, in India
bank nationalisation and banking
expansion, 75-77
computerisation and mechanisation in
banking, 87-89
deregulation of interest rates, 82-84
development of, 71
dominance of the PSBs in, 92
entry of private and foreign banks in,
71, 86
evolution of, 74-80
internal benchmarking system, 83
metamorphosis of SBI and other PSBs
in India, 78-80
phasing out of statutory pre-emption,
81-82
progress of, 97-100
prudential regulatory and supervisory
norms
asset classification and provisioning
for NPAs, 85-86
capital adequacy, 84-85
income recognition, 85
inspection and supervision of banks,
86
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reforms in, 74, 77-78, 80-89
role in economic growth, 109-14
social control of, 75

banking stability, 324
bank interest rates, deregulation of, 82-84
bank lending, 164, 196, 342. See also bank

loans; corporate lending

base rate system, 339

channels, 152-56, 164-65

and information asymmetry, 194-96

internal benchmarks for, 340

and investments, 11-15

marginal cost of funds-based lending
rate (MCLR) system, 339-40

‘origin and distribute’ model in, 270n9,
295

to the private sector and the
government, 72

and problem of moral hazard, 196

bank loans, 196, 238, 251, 270n9, 325

and advances, 24-25

agricultural loans, 42, 359-60

automobile loans, 134, 330-31

bad loans, 28,197

bank deposits as, 14

car loans, 16

consumption and investment spendings
funded by, 134

corporates project loans, 41, 216, 347-48

delinquencies of, 197, 199, 409

delinquency pattern of, 334, 441-44

demand for, 385

development loans, 25

disbursement of, 4, 344

due diligence of branch managers while
sanctioning, 41

extending of, 41-42

high procyclicality of, 196-98

home loans, 11-12, 16, 134, 216, 330

identifying of prospective borrowers, 41

maturity period of, 24-25
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MCLR system for corporate loans, 84
Micro Units Development and
Refinance Agency (MUDRA)
loans, 361-62
MSME loans, 360-61
non-performing asset (NPA), 262
policies adopted on lending and pricing
of, 246
pricing of, 291-92
project loans, 11,134
repayment of, 12-13, 199, 360
ability of loan seekers in, 212
borrower’s commitment to, 333
composition of regular instalments
in, 337
on demand, 24
methods for, 335-38
straight loans method for, 335, 337
retail loans, 41-42
risk of loss due to non-repayment, 41
sanction procedures and limits, 338
schedule of repayment, 200
securitisation of, 295
security and margin requirements, 348
to services, 361
term loans, 25, 200, 345-49
use of, 5
working-capital loans, 41, 134, 203, 292,
349-53
bank mergers. See mergers and
acquisitions (M&As), of banks in
India
BANKNET payment network, 88
Bank of America, 35, 96,
Bank of Baroda (BOB), 6, 16, 80, 414, 424
merger with Dena Bank and Vijaya
Bank, 90
Bank of Bombay, 78
Bank of Calcutta, 78
Bank of England, 89, 243, 247
Bank of Hindustan, 74
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Bank of India (Bol), 16-17, 79
Bank of Madras, 78
Bank of Maharashtra, 17, 460
bank productivity, concept and
measurement of, 416-17
bank runs, 8, 8n3, 13, 28, 194, 199, 200,
247,251, 324
banks and banking in India, legal aspects
of, 15-17
bank-specific crisis, 221-22
bank’s profitability, 33, 199, 207-08, 225,
286, 294, 301, 406. See also interest-
rate risk, for a bank
banks, role of
in augmenting savings, 126-27
as the backbone of the payment and
settlement system, 120-25
as financial intermediaries, 113
in promoting savings and economic
growth, 113-14
in resolving size and maturity
mismatches, 114-15
in resolving the problem of information
asymmetry in the credit market,
115-18
in theories of economic growth, 109-14
towards enhancing economic
prosperity, 128
Baring Brothers, 243
barter system, 120-21
Basel Accord (1988), 253-60
calculation of minimum capital
requirements as per, 258
limitations of, 259-60
run-up to, 253-55
Basel Committee on Banking Supervision
(BCBS), 255, 263, 272, 275, 277,280
Basel I. See Basel Accord (1988)
Basel II (Basel capital adequacy norms),
55, 82,236,242,244
adoption in India, 260-61, 269-70
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assessment of credit risk under
IRB approach for, 266-67
standardised approach for, 264-66
assessment of market risk under, 267
assessment of operational risk under,
267-68
on asset classification and provisioning,
261-63
deficiencies of, 270-71
first major revision in, 263-71
adoption in India, 269-70
pillar I (minimum capital
requirements), 263-68
pillar IT (supervisory review process),
268-69
pillar IIT (market discipline), 269
income recognition norms, 262
minimum regulatory capital
requirement for banks under, 268
modification of, 273-74
risk mitigation under, 257-59
Basel III for banks, operating in India, 33,
85,223, 242,271,302, 448, 469
adoption of, 277-79
capital adequacy norms under, 474
deficiencies of, 469
regulatory capital and other
requirements, 279
second major revision in Basel norms,
272-79
countercyclical and non-risk-based
capital requirements, 274-75
liquidity standards, 275
modification of Basel Il norms and
strengthening of related capital
charges, 273-74
timeline for implementation of, 275-77
Basel prudential norms/Basel norms
Basel I (See Basel Accord (1988))
Basel II (See Basel II (Basel capital
adequacy norms))

INDEX

Basel I1I (See Basel III for banks,
operating in India)
base rate system, 83, 339
basic indicator approach (BIA), 267
basis risk, in banking, 208
benchmarking, of lending rates in India,
339-40
benchmark prime lending rates (BPLRs),
83,339
Bernanke, Ben S., 192
big data, 465
bill discounting, 25-26
bill of lading, 35
Black Day (8 November 2017), 125
black economy, 124
black money, 124
Blinder, Alan, 142
blockchain technology, 465
Board for Financial Supervision (BFS),
280
Bombay Stock Exchange (BSE), 49, 51-53
bond markets, 5, 48-49, 53, 55, 57, 70, 153,
156, 339, 342
bonds
portfolio, 210
zero-coupon bonds, 53-54, 364
borrowings of banks, 22-23, 375-77
from domestic sources, 376
from other banks, 379-80
from other institutions and agencies,
380
from the RBI, 377-79
strategic decisions on, 388-90
branch banking system, 4, 38-44
composition of the loan portfolio, 42
credit appraisal and risk management,
41
currency management, 44
due diligence of branch managers while
sanctioning loans, 41
extending bank loans, 41-42
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identifying of prospective borrowers, 41
KYC norms, 40
limits for maintenance of daily cash
balances, 43
managing of currency or cash, 42-44
maximum cash-holding limit, 43
monitoring and recoveries, 41-42
opening of deposit accounts, 40-41
retention capacity, 43
sanctioning of project loans and
working capital loans for corporate
clients, 42
targets assigned to bank branches, 39
branch managers, 359
Brickwork Ratings India, 292
British colonial rule, in India, 107n6
British financial system, 243
BSE Sensex, 52
business continuity plans (BCPs), 305
business cycle phenomenon, 131, 196
business decisions, 33, 118, 192, 201-02,
299
business per branch, 418
business per employee, 406, 418-21
business per worker, 417
business-to-business (B2B) interface, 465
business-to-consumer (B2C) interface,
465
‘buy now, pay later’ (BNPL) players, 465

call and notice money market, 24
call money market, 23, 379
lending in, 24
call money rate, 23, 81, 159, 380, 387
call option, 397
call risk, in banking, 207
Canara Bank, 17, 79, 334, 424
bank branches of, 38
capital, 19-20
core capital, 261
paid-up capital, 13, 13n6, 245, 249
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tier-1 capital, 201n4, 256, 273-74, 277-78,
296, 354
tier-2 capital, 55, 257, 274, 370, 376, 380,
390
tier-3 capital, 261, 273
capital adequacy
and asset quality, 32-33
norms, 84-85, 475
and other prudential norms, 253-63
ratio, 19, 33
rationale for, 250-52
requirements, 296
capital conservation buffer (CCB), 19, 273
capital gain, 53
Capital Issues (Control) Act (1947), 52
capital market, 5, 48, 52, 56n4, 57, 69, 72,
128, 136, 138, 152-54, 158, 164-65,
303, 380, 398, 440, 458, 462
capital to risk-weighted assets ratio
(CRAR), 19,271, 380, 448
Capoor, Jagdish, 64
carbon footprint, in banking, 467
cash credits (CCs), 24, 395
cash inflows and outflows of a bank,
mismatch between, 219
cash reserve ratio (CRR), 13
negative carry-on account of, 339
central bank digital currency (CBDC), 44,
465-66
Central Bank of India, 17, 80, 416
Central Bureau of Investigation (CBI), 446
central cooperatives. See district central
cooperative banks (DCCBs)
centralisation of banking services, 44-45
Central Vigilance Commission (CVC),
446
certificate of incorporation, 40
certificates of deposit (CDs), 57, 372
issuance of, 59
Chakrabarty, K. C., 427
cheque clearings, using ITES, 123
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chief general manager (CGM), 290
CIBIL score, 333
Citibank, 17
City of Glasgow Bank, 243
classical economists, 136
clearing house, 9, 9n4
collateralised borrowing and lending
obligations (CBLOs) market, 23,
58, 380
collateralised debt obligations (CDOs), 294
collective bargaining, 474-76
commercial banking
evolution of, 48, 74, 78,101
structure of, 48
commercial banks, in India, 9n5, 89-97,
248
dominance of, 72-74
foreign banks, 95
Indian private banks (IPBs), 93-95
public sector banks (PSBs), 90-93
significance of, 74
small finance banks and payments
banks, 95-97
commercial papers (CPs), 57, 59
maturity of, 59
Committee for Proposing Legislation on
Electronic Funds Transfer and
Other Electronic Payments (1996),
88
Committee on Computerisation in Banks
(1988), 88n18
Committee on Financial Sector
Assessment (RBI, 2009), 55
Committee on Technology Issues Relating
to Payments System, Cheque
Clearing and Securities Settlement
in the Banking Industry (1994),
88n18
Common Equity Tier-1 (CET1) capital,
274-75, 277-79, 296
Companies Act (1913), 243, 344

INDEX

Companies Act (1956), 18, 344
computerisation in banking, 43, 87-89,
95, 464
concentration risk, in banking, 206
conditional convergence, concept of, 182
consortium lending, 354-55
down-selling, 355
operational details of, 354
consumer price index (CPI), 105
Continental Illinois National Bank and
Trust Company, 254
contingent liabilities, 34, 371, 390
contract execution guarantees, 34
conventional banking
defined, 6
fundamental activities of, 4
legal provisions, 4-17
cooperative banks, 47, 61-66, 72, 200, 248
rural cooperative credit institutions
(RCClIs), 62-64
recent improvement in the
performance of, 64-65
urban cooperative banks (UCBs),
65-66
cooperative credit system, 61
cooperative movement, 61
core banking solutions (CBSs), 464
adoption of, 465
core deposits to total assets, ratio of, 223
Core Principles for Effective Banking
Supervision, 280
corporate bonds, 5, 53, 342, 367
demand for, 55
and equities, 44
investment-grade, 379
markets, 53-55, 57
over-the-counter (OTC) trades in, 55
rating of AA, 55
corporate borrowers, 292
business requirements of, 344
corporate debt market, in India, 72
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corporate debtors, 451
corporate debt to GDP ratio, 72
corporate finance, 42, 236
corporate lending, 340, 342, 344
corporate loans, 325
credit appraisal, 345
difference with retail loans, 344-45
financial consequences for, 344
management of, 342-45
types of, 345
corporate working-capital loan, 203
correlation risk, in banking, 206
countercyclical capital buffer (CCyB), 273
counter-cyclicality, 85
counterfeiting, of high-value Indian
currency notes, 124
Covid-19 pandemic, 68, 139, 168, 203, 241,
367
economic revival after, 385-86
economic slowdown in India, 443
Credit Analysis & Research Limited
(CARE), 292
credit appraisal, 41
and designing of retail loan products,
333-34
of loan seekers, 117
credit audit system, for assessing rating
migration, 292
credit card(s), 5
bill, repayment of, 335
loans, 335
credit channels, 164
credit-deposit ratio, 99-100, 172, 174
credit derivatives, 295-96
credit exposure, estimation of, 216
Credit Guarantee Fund for Micro Units
(CGFMU), 362
Credit Information Bureau (India)
Limited (CIBIL), 214, 333
role of, 335
credit information companies (CICs), 214
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CreditMetrics (credit rating model of
JPMorgan Chase), 214
credit rating, 204
AAA rating, 264
importance of, 265
credit rating agency (CRA), 59
credibility and competency of, 265
Credit Rating Information Services of
India Limited (CRISIL), 292, 347
credit review mechanism, of banks, 291
CreditRisk+ (credit rating model of
Credit Suisse), 214
credit risk, in banking, 198, 205-06
assessment under Basel II norms
IRB approach for, 266-267
standardised approach for, 264-66,
285,296
assignment of, 212-14
of borrowers, 211
credit rating models, 211, 212-14
expected and unexpected loss due to,
216-18
expected loss (EL) due to, 217
exposure at default (EAD), 216
on loans based on the credit score, 211
loss given default (LGD), 216
management of, 290-97
assessment of creditworthiness,
pricing of loans and monitoring,
291-92
capital adequacy requirements,
296-97
measurement of, 211-18
mitigation of
conventional ways for, 292-93
recent innovations in, 293-96
and protection buyer, 295
reference obligation, 295
reporting and control of, 291
stress tests and scenario analysis, 218
unexpected loss (UEL) due to, 217

© in this web service Cambridge University Press & Assessment

www.cambridge.org



www.cambridge.org/9781009556453
www.cambridge.org

Cambridge University Press & Assessment
978-1-009-55645-3 — Regulating and Managing Banks in India
Amaresh Samantaraya

Index

More Information

498

credit risk management committee
(CRMC), 289

credit risk management department
(CRMD), 291

credit scoring models, for the screening of

loan applications, 334
credit slowdown, problem of, 443
credit view, 152
balance sheet channel, 165-66
bank lending channel, 164-65
creditworthiness, 264
assessment of, 347, 356
of borrowers, 212, 213
of farmers, 359
of firms, 166
of loan applicants, 334, 443
of retail borrowers, 214
scoring models for rating, 334
CRISIL Limited, 49n2
cross-border capital flows, 59, 162
liberalisation of, 301
cross-border investment flows, 60
cross-border investments, 367
cross-border trade, in goods and services,
367
cryptocurrencies, 466
currency chest, 43
currency-induced credit risk, in banking,
206
currency management, 39, 44, 456
currency notes of INR 1,000 and INR 500
denominations, discontinuance
of, 124
current account, 24
deposits, 21, 372
current account and savings account
(CASA), 21-22, 381, 410
current account balances, 222, 225
customer service, 87-88, 383
cybercrime, 465
cybercrime-related incidents, 305

INDEX

cybersecurity, protection against, 466

data envelope analysis (DEA), 426

data privacy, 466

data storage, 204, 464, 468

DBS Bank, 456-57

debt-equity ratio, 212, 346

Debt Recovery Tribunals (DRTs), 444,
450

debt service coverage ratio, 347

decision-making, 325

default risk, in banking, 205

deficit financing, 76, 146, 147

deficit spenders, 5

delivery versus payments (DvP) for
settlement, 55-56, 88

demand deposits, 306

demonetisation, policy of, 123-25

Dena Bank, 90, 452

Department of Banking Supervision
(DBS), 280n10

deposit(s), 21-22

mobilisation of, 4
deposit accounts, opening of, 40-41
deposit insurance, 244, 254
safety net under, 247-48

Deposit Insurance Act (1961), 248

Deposit Insurance and Credit Guarantee
Corporation (DICGC), 248, 376

deputy general manager (DGM), 290

development finance institutions (DFIs),
48,70-72

Diamond, Douglas, 115, 119

digital banks, 95, 97, 466

digital currency, 44, 465-66

digitalisation of the payments system,
125

digital wallet, 466

direct benefit transfers (DBTs), 40

disclosure norms, 242

distributed ledgers, 465
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district central cooperative banks
(DCCBs), 63-64

domestic banking system, 255

domestic currency, depreciation of, 347

domestic rupee deposits, 374

domestic savings, 112-14, 126-27, 440

domestic systemically important banks
(DSIBs), 278-79, 296

additional requirements for, 278

doubtful assets, 262

down-selling, 355

downside potential, concept of, 233

duration gap, for measurement of interest
rate risk, 229

Dybvig, Philip, 115

dynamic simulation, 231

earnings per share (EPS), 31-32
e-commerce, 465
economic booms, 131, 172, 196, 271
economic convergence, concept of, 182
economic crisis of 1991, 48n1, 80, 147
economic development, 47, 74-75, 81
economic downturn, 271
economic fluctuations, causes of, 140
economic growth, theories of
role of banks in promoting savings and
economic growth, 113-14
role of savings in, 111-13
in steady state, 111
in transitory phase, 111
economic prosperity
in India, 78
of society, 434
economic recessions, 131, 146, 148, 172,
196, 250, 271
economic slowdown, in India, 24, 124-25,
131, 135, 140, 148, 167, 196, 204,
253, 385, 443
economic value perspective, 207, 227
economic welfare, 107, 118, 355
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economies of scale, 458
economies of scope, 458
Edelweiss, 37
education loans, 331-32, 335
effective liquid assets, calculation of, 473
effective liquid liabilities, 473
efficiency, 30, 31, 405, 406
efficiency indicators, 30, 422-23, 440
Election Commission of India, 40
electronic book entry, 52
electronic transfer of funds, through
RTGS and NEFT, 43, 88
emerging economies, 147, 269
effects of the GFC on, 272
empirical evidence, on interlinkages
between banking aggregates
role of banks in augmenting savings,
126-27
savings and economic growth, 125-26
employees cost, 30
environment-friendly banking practices,
467
equated monthly instalments (EMI), 149,
216-17
Equifax, 214
equilibrium business cycle models, 132,
138
equity, 5, 12, 19-20, 32-33, 49, 51, 57, 72,
153, 156, 163, 207, 209
equity capital, 201
equity market, 48-53, 57, 70, 72, 163
equity-total assets ratio, 251
evergreen loans, 335
exchange market, 396
exchange rate channel, 162
exchange rate policy, of India, 60
Expert Committee on Rural Credit, 64
export bill rediscounting (EBR), 380
export credit refinance (ECR), 377
Export-Import (EXIM) Bank of India, 13,
71,90
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exports-to-GDP ratio, 168

exposure at default (EAD), 212, 216

external commercial borrowings (ECBs),
60

farmers’ service societies, 357

FCNR accounts, with banks in India, 375

Federal Deposit Insurance Corporation
(FDIC), 248

Federal Reserve System (US), 89

establishment of, 243

Federal Reserve System Purposes and
Functions (2016), 241

fiat money, 122

Financial Benchmarks India Private
Limited (FBIL), 340

financial commitment, 34

financial crisis of 1907, 247

financial derivatives, OBS items in the
form of, 395-98

financial engineering, 244, 255, 271,
294-95, 439, 470

financial inclusion plan (FIP), 428

financial institutions, 16, 22-23, 48-49, 56,
58, 61,63, 67,72, 86, 101, 149, 151,
206, 219, 242, 276, 335, 365, 380

financial intermediaries, 45, 61, 113, 284

financial loss given that event (LGE), 237

financial markets, 47-49, 59, 61, 100, 159,
204, 255, 302, 364, 376, 397

financial portfolio management, 118

financial portfolio theory, 114

financial repression, process of, 76, 82

financial security, 293-94

Financial Stability Board (ESB), 272

Financial Stability Forum, 272

financial stability, in the banking system,
19, 463-64, 466

Fintech, 464-66

First Five-Year Plan (1951-56), 61

fiscal consolidation, process of, 147

INDEX

fiscal discipline and consolidation,
adoption of, 133
Fitch, 347
fixed deposits, 21, 24, 373, 381
Fixed Income Money Market and
Derivatives Association of India
(FIMMDA), 55
flexible deposit accounts, 22, 24, 40
floating lending rates on retail and
personal loans, benchmarking for,
340
follow-on public offers (FPOs), 53
Ford Motor Company, 168
foreign banks, 17, 95
employee productivity of, 418
India’s policy towards, 95
loan delinquencies of, 416
operating in India, 87, 95
role in supporting foreign trade and
investment, 95
foreign currencies, 36
availability in the domestic economy, 162
foreign currency-denominated deposit
accounts, 374-75
foreign exchange (forex) contracts, 371
Foreign Exchange Dealers Association of
India (FEDAI), 395
Foreign Exchange Management Act
(FEMA, 1999), 60, 395
Foreign Exchange Management (Deposit)
Regulations (2000), 374
Foreign Exchange Regulation Act (FERA,
1973), 60
foreign institutional investors (FIIs), 51
foreign trade deficit, 131
forex management, 44, 89
forex market, 59-61, 301
forex operations, 36-37, 45
forex reserves, of banks, 209
formal banking in India, origin of, 74
forward exchange contacts, 397
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forwards, 313, 315, 368, 390, 396-97
fractional reserve system, 14

Franklin National Bank (US), 254
Friedman, Milton, 150

funding risk, in banking, 207

fund mobilisation, by issue of bonds, 54
futures, 207, 396

general manager (GM), 290
general market crisis, 221-22
general-purpose personal loans, 328,
331-33
Gini coefficient, 178
global economic slowdown, 168
global economic superpower, 168
global financial crisis (GFC) of 2007-08,
60n7, 85,242,247,271-72, 294,
432,440
global financial network, 87
Global Trust Bank (GTB), 77, 200, 456
global warming, 441, 466, 467, 478
gold loans, 332
Goldman Sachs, 37
goods and services, consumption of, 106
goods and services tax (GST), 7
Google Pay, 43, 465
government bonds, 8, 25, 362
government debt management, 89
government expenditure, 81, 105, 146
Government of India, 16, 66, 70-71, 122,
184, 457,459
borrowing from banks, 76
Kisan Credit Card (KCC) Scheme
(1998), 360
market-oriented policy regime, 71
Ministry of Finance, 71
power of issuing paper currency, 78
securities issued by, 364
government securities, 12, 26, 100, 209, 223
bank’s investments in, 44, 82
zero default risk, 211
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issuance of, 55, 58
liquidity and pricing of, 56
maturity of, 57
sale or purchase of, 365-66
government securities market, 55-57, 72, 82
government versus private ownership of
banks, 461-64
Great Depression of the 1930s, 130,
135-36, 148, 253, 440
Keynesian explanation for causes of, 192
green banking, 441, 466-69
climate change and its adverse
consequences for the banking
business, 468-69
green deposits in India, 467-68
net zero targets, 469
green deposits, in India, 467-68
gross domestic product (GDP), 55, 106
bank credit to GDP ratio, 97-98
ratio of bank deposits to GDP, 97-98, 127
gross NPAs (GNPAs), 442, 468
of public sector banks (PSBs), 442-43
of scheduled commercial banks (SCBs),
443
gross profit, 408-09
gross state domestic product (GSDP), 178
Group of Ten (G10) countries, 255
growth theories, 108-10, 113, 115, 125,
128, 137, 182, 331, 440
guarantees of payment, 34
Gyan Sangam, 450

HDFC Bank, 17, 38, 278, 289, 414

HDEFC Life Insurance, 69

HDEFC Pension Management Company, 70

held for trading (HFT), 365

held to maturity (HTM), 365

Herstatt Bank (Germany), 254

High Mark Credit Information Services,
214

high-net-worth individuals, 37, 42, 59, 372
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high-quality liquid assets (HQLAs), 224,
278,303
historical simulation procedure, for
calculation of VaR, 235
home loans, 11-12, 16, 134, 216, 330, 335,
430
equal yearly instalments (EYTs) for, 335,
337
composition of, 336
mortgage against, 292
processing of, 42, 134, 216
SBI’s home loan rates across different
CIBIL scores, 341
Hongkong and Shanghai Banking
Corporation (HSBC), 17
Housing Development Finance
Corporation (HDFC) Bank, 6, 86
interest rates on deposits of, 382
housing finance companies, 69, 71
housing loans. See home loans
human capital, development of, 331
human resource management, 39

ICICI Group
establishment of, 71
ICICI Capital Services, 71
ICICI Lombard General Insurance
Company, 69
Industrial Credit and Investment
Corporation of India (ICICI)
Bank, 6,17, 38, 70-71, 77, 86, 278,
421, 461
Personal Financial Services, 71
ICRA Limited, 49n2
illiquid assets to core deposits, ratio of,
223
Immediate Payment Service (IMPS), 123,
464
Imperial Bank of India, 74, 79
import tariffs, rationalisation of, 301
incentive-based regulation, 259

income and expenditure statement of a
bank. See statement of income and
expenditure

income of a bank, categories of, 29

income recognition, 64, 76-77, 84-85,
126, 202, 253, 261-62, 282, 285,
366, 444

income tax, 23

Income Tax Department, 40

incremental gaps, in interest-rate risk,
226

incremental per capita investment, 111

Indian Bank, 6, 17

Indian banking system, 461

consolidation and policy reversals,
456

constituents of, 90

restructuring of, 460

Indian banks, 38, 101, 196, 266, 277, 286,
288,301, 304, 306, 328, 356, 391,
436,444, 461

Indian Central Banking Enquiry
Committee (1929-31), 243

Indian cooperative system, 62

Indian equity market, 52

Indian financial institutions, 61-72

cooperative banks, 61-66
development finance institutions
(DFIs), 70-72
non-banking financial companies
(NBECs), 68-70
regional rural banks (RRBs), 66-68
Indian financial markets, 364
components of, 49
corporate bond markets, 53-55
equity market, 49-53
forex market, 59-61
government securities market, 55-57
money market, 57-59
Indian financial system, 47, 72, 439
key indicators of, 73
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structure of, 50
types of, 48-74
Indian Overseas Bank (IOB), 17, 460
Indian private banks (IPBs), 5nl, 17, 38,
93-95, 99, 380, 382, 424. See also
public sector banks (PSBs)
credit-deposit ratio for, 100
loan delinquencies of, 416
Indian rupees (INR), 59-60
India Post Payments Bank, 97
India Ratings and Research, 292
Indradhanush initiative (2015), 448, 450
IndusInd Bank, 461
Industrial Development Bank of India
(IDBI), 70-71
Industrial Finance Corporation of India
(IECI), 70
privatisation of, 71
industrial revolution, 87
inflation
inflationary situation, 147, 149
information asymmetry, problem of,
114-115, 128, 154, 194
bank lending and, 194-196
Information Technology Act (2000), 88
information technology (IT)-enabled
banking services (ITES), 43, 44,
97, 464-66
cheque clearings using, 123
in-house proprietary credit rating
analysis, 347
initial public offering (IPO), 37, 51
as source of funds, 72
INR-USD exchange rate, 209, 301, 396
Insolvency and Bankruptcy Code (IBC,
2016), 450-51
inspection and supervision of banks, 86
insurance companies, 69-70
Insurance Regulatory and Development
Authority of India (IRDAI), 70
inter-bank borrowing, 57
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inter-bank call-money and notice-money
market, 13
inter-bank electronic transfers, 123
inter-bank market, 23
in India, 379
inter-bank settlements, 10, 24, 244
inter-bank transfer, 14
interest income, 29, 197
interest rate channel, 161
interest-rate deregulations, 84
interest-rate risk, for a bank, 20, 199,
207-09
Macaulay duration, 228
methods to measure, 225-31
duration analysis, 227-30
gap analysis, 225-27
simulation approaches, 230-31
modified duration, 228
interest rates, deregulation of, 82-84
intermediation cost, 422-24
Internal Capital Adequacy Assessment
Process (ICAAP), 269-70, 288
International Convergence of Capital
Measurement and Capital
Standards: A Revised Framework
(2004), 263
International Monetary Fund (IMF),
147
internet banking, use of, 383
inter-state economic disparity, 177-81
deterioration in, 179
distribution of banking services and,
182-84
intra-day trading and exposure limits, 52
investment banking, 45
investment banks, 294
Investment Information and Credit Rating
Agency of India Limited (ICRA),
292,347
investment portfolio, 260
composition of, 363-65
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management of, 362-68

of SCBs in India, 363

three heads of, 365
investment portfolio, of banks, 12, 25-27
investment rate, 111
IT revolution, 87

Jaguar Land Rover, 168

job card, 40

job losses, 135

Joint Lenders’ Forum (JLF), 447

joint stock companies, formation of, 243
Journal of Economic Perspective, 151

JP Morgan, 37

Keynesian animal spirit, 132,137

Keynesian macroeconomics, evolution
of, 130

Keynesian sticky price model, 132

Keynes, John Maynard, 136

key performance indicator (KPI), 449

King, M., 473

Kisan Credit Card (KCC) Scheme, 360

Know Your Customer (KYC), 6-7

Kotak Life Insurance, 69

Kotak Mahindra Bank, 461

Krishnaswamy, K. S., 357

Kyoto Protocol (2005), 466

labour market, impact of monetary
expansion in, 144

labour productivity, concept of, 406, 417,
419,421

labour supply, 144

labour supply curve, 144-45

Lakdawala Committee (1993), 168

Lakshmi Vilas Bank, 456-57

Laxmi Bank, collapse of, 248

lead bank, 354

lemons and peaches, problem of, 115-16,
194

INDEX

lender legal counsel, 354
lender of last resort (LOLR), 89, 243,
246-48,254,282,377,472, 475
lending bank, 295
letters of credit (LCs), 34-36, 193
facilitating foreign trade, 35
opening of, 39
leverage ratio, 278, 470
defined, 201n4
of leading banks in India, 201
Life Insurance Corporation of India (LIC),
69
LIC Pension Funds, 70
liquid assets to near short-term liabilities,
ratio of, 222
liquid assets to total deposits, ratio of, 223
liquidity adjustment facility (LAF), 22, 58
policy rate (repo rate under the LAF),
147
liquidity coverage ratio (LCR), 224, 273,
278,297,302-03, 470
implementation of, 303
objective of, 303
liquidity crunch, 247
liquidity deficiencies, 376
liquidity risk, in banking, 198, 206-07
asset-liability management (ALM) and,
299-301
bank-specific crisis, 221
construction of maturity ladder and
estimation of gap, 219-21
under liquidity coverage ratio (LCR),
224
measurement of, 218-25
balance sheet indicators for, 222-23
gap method for, 219
under net stable funding ratio (NSFR),
224-25
under normal business conditions,
221
scenario analysis of, 221-22
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liquidity trap, concept of, 150
loan delinquencies, 385
in the post-GFC period, 441-44
response to high loan delinquencies of
the 2010s, 445-47
amalgamation of PSBs, 451-52
Insolvency and Bankruptcy Code
(IBC, 2016), 450-51
recapitalisation of banks, 448
reforms in the governance of
PSBs under the Indradhanush
framework, 448-50
withdrawal of liberal policy on loan
restructuring, 447
loan losses, compensating for, 250
loan portfolio, calculation of risk in, 119
loan restructuring, withdrawal of liberal
policy on, 447
loan review mechanism, 292
loan seekers, rating of, 211
loan servicing, 37
long-run equilibrium, 141, 151
long-term loans, flexible structuring of,
447
long-term repo operations (LTROs), 379
loss assets, 85, 262
loss given default (LGD), 216

Macaulay duration on the bond,
calculation of, 228, 232-33

macroeconomic stabilisation
programmes, 147

macroprudential regulatory norms, 85,
270,273-74

magnetic ink character recognition
(MICR), 87

Mahindra & Mahindra Financial
Services, 68

marginal cost of funds-based lending
rate (MCLR) system, 339, 341, 349,
361
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marginal standing facility (MSF), 222
market-determined exchange rate
system, 301
market risk, in banking, 199, 209-10,
260
assessment under Basel II norms, 267
Macaulay duration, 232-33
management of, 304
measurement of
downside potential and value at risk
(VaR), 233-34
duration analysis for, 232-33
sensitivity analysis for, 232
standard deviation for, 231
modified duration, 232
of a portfolio of securities, 234
market risk management committee
(MRMC), 289, 304
mark-to-market margin system, 52
mark-to-market value, in the bank’s
balance sheet, 199
Maruti Suzuki India Limited, 195
marwadis, 74
maturity ladder, construction of, 219-21
maximum permissible bank finance
(MPBF), 351-52
memorandum of association, 40
menu cost, 142-143, 145
merchant banking, 37, 243
mergers and acquisitions (M&As), of
banks in India, 37, 441
assessment of, 460-61
benefits of, 457-58
context and history of, 452-56
economic rationale for, 457-59
legal framework for, 459-60
of public sector banks (PSBs), 453-55,
460
RBTI’s approval of, 459
micro credits, 76n10
microeconomics, 406, 421, 458
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microfinance institutions (MFIs), 72
Micro Units Development and Refinance
Agency (MUDRA) loans, 361-62
minimum lending rate, 82-83
minimum leverage ratio, 19, 242, 272,
274-76, 278, 470
Mittal, Lakshmi Niwas, 168
Mittal Steel, 168
mobile banking, use of, 383
Modified duration on the bond,
calculation of, 228-29
Modified Interest Subvention Scheme,
360
Modi, Narendra, 124
monetary accommodation, 134, 152, 160,
163
monetary contraction, 141, 150, 155, 164
monetary policy, in managing economic
fluctuations, 146-48
effectiveness of, 148
monetary accommodation, 134, 152,
160, 163
monetary tightening, 145, 147-48, 151,
153,158-60, 162-64, 165-66, 198,
253
working of, 147-48
monetary transmission mechanism
(MTM), 148-52, 192
balance sheet channel, 154-56
bank lending channel, 152-54
differential impact of, 159
empirical evidence of the role of banks
in, 156-60
interest rate channel of, 151
transmission through the bank credit
channel, 160
money, 6, 13, 15, 22-23, 44, 48, 57,120
money laundering, 6
KYC norms to guard against, 40
money lending, by indigenous lenders, 74
money market, 57-59
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average daily turnover, 57-58
call money market, 57
inter-bank, 57
notice money market, 57
term money market, 57
money market instruments, 376
money stock, 105, 145, 150, 164
money view
asset price channel, 163-64
exchange rate channel, 162
interest rate channel, 161
Monte Carlo methods, for calculation of
VaR, 235
Moody’s Investors Service. See Moody’s
Ratings
Moody’s Ratings, 49n2, 347
moral hazard problem, 114, 154, 295
mortgage-backed securities (MBSs), 294
mortgaged property, takeover of, 330
mortgage loans, 203, 210, 214, 294
MSME loans, 360-61
multiple regression analysis, 426, 435
Muthoot Finance, 68
mutual funds, 70, 225
assets under management (AUM)
of, 73

Narasimham, M., 80

National Bank for Agriculture and Rural
Development (NABARD), 13, 63,
68, 70,90, 242, 249, 358

National Credit Council (NCC), 357

National Democratic Alliance (NDA),
361

National Electronic Funds Transfer
(NEFT), 88, 123, 464

National Housing Bank (NHB), 13, 71, 90

National Insurance Company, 69

nationalisation of banks, 74, 75-77, 80, 97,
126, 407

consequences of, 75
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National Rural Employment Guarantee
Authority (NREGA), 40
National Stock Exchange (NSE), 49
net demand and time liabilities (NDTL),
13, 81, 249
net interest income (NII), for banks, 193,
207-08, 236, 299, 405, 408, 422
net interest margin (NIM), 299, 422
of leading banks in India, 425
net non-interest income, 236
net overnight borrowing to total assets,
ratio of, 223
net profit after tax (NPAT), 31-32
net stable funding ratio (NSFR), 224-25,
273,278, 302-03,470
implementation of, 303
net state domestic product (NSDP), 170
bank credit—-NSDP ratio, 174-77
net worth
of bank, 28
of firms and borrowers, 165
New Bank of India, 460
new private banks (NPBs), 92, 99
guidelines for the entry of, 86
non-banking financial companies
(NBECs), 48, 61, 68-69, 375
credit portfolio of, 69
non-digital banks, 466
non-financial business, 192, 201
non-fund-based banking activities, 390
non-interest income, 408-09
non-performing asset (NPA), 24, 33, 64,
77,197n1, 262, 413, 457
asset classification and provisioning for,
85-86, 442
gross NPAs (GNPAs), 442-43
incidence of high NPAs in the 1990s,
444-45
liabilities due to writing off, 324
loan delinquencies and their
implications, 441-44
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restructuring of, 442

non-resident external (NRE) deposit
accounts, 374

non-resident Indians (NRIs), 374

non-resident ordinary (NRO) deposit
account, 374

notice deposits, 373

notice money market, 24

NSE index, 52

nuclear power, 191

off-balance-sheet (OBS) items, 34, 203,
225,230, 290, 371
conventional OBS items, 391-95
bank guarantees, 391-95
items in the form of financial
derivatives, 395-98
Oft-Site Monitoring and Surveillance
(OSMOS) system, 282
off-site surveillance, 84, 202, 246,
281-82
oligopoly market, 386
online EMI loans, for purchase of
consumer durables, 332
online transfers, 123
on-site inspection, 84, 202, 280-82
open letters of credit (LCs), 34-36
operating profit, of a bank, 409
operational efficiency, of banks, 409,
434
concept and measurement of, 421-22
evidence from econometric analysis,
425-27
performance of banks as per
operational efficiency of different
bank groups, 422-24
operational efficiency of leading
banks, 424-25
operational risk, in banking, 210, 464
assessment under Basel II norms,
267-68
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expected loss (EL) due to, 237
exposure indicator (EI) for assessing
the impact of, 237
management of, 305
measurement of, 234-37
advanced measurement approach
for, 237
basic indicators approach for, 236
standardised approach for,
236-37
operational risk management committee
(ORMC), 289
options, 60, 82, 257, 259, 295, 368, 372,
376, 378, 389, 390, 396-97
Organisation for Economic Cooperation
and Development (OECD), 256
Oriental Bank of Commerce, 200, 456
Oriental Insurance Company, 69
outsourcing of services, 34
overdrafts, 24
Overend, Gurney & Company, 243
overseas investment finance, 71

paid-up capital, 13, 13n6, 249
Palai Central Bank, collapse of, 248
PAN card, 40
panel data techniques, 158
Paper Currency Act (1861), 78
paper money, 122
Paris Agreement (2016), 467
Patil, R. H., 55
pawnbroker for all seasons (PFAS), 472
calculation of effective liquid assets
under, 472
implementation of, 473-74
payment and settlement system, of banks
in India, 441
payment of salaries and pensions, 193
payments banks, 95-97
Paytm, 43, 465
peer-to-peer (P2P) business, 465
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Pension Fund Regulatory and
Development Authority
(PFRDA), 70

pension funds, 70, 294, 376

people living below the poverty line, 168

per capita capital, 110-13, 125, 182

per capita income, in India, 107, 132

cyclical pattern of, 133
historical trend of, 108
stagnation in, 113

per capita output, 113n13

performance guarantees, 34

permanent account number (PAN) card, 6

personal loans, 325, 328, 330-33, 340, 430,
434,465

phishing, 465

PhonePe, 43

Planning Commission of India, 74

point-of-sale (POS) EMI loans, 332

post-reform period, in India, 48nl

Pradhan Mantri Jan Dhan Yojana
(PMJDY), 7, 361-62

pre-shipment credit in foreign currency
(PCFC), 380

price deflation, 135, 150

price misperception theory, 132, 140-41

price revision, process of, 142

price-signalling mechanism, 131

primary agricultural credit societies
(PACSS), 62-63

asset classification and provisioning, 64
primary cooperative agriculture and rural
development banks (PCARDBs),
63

primary societies. See primary
agricultural credit societies
(PACSSs)

prime assets to total assets, ratio of, 223

prime lending rates (PLRs), 83, 339

priority sector lending, 328

agricultural loans, 359-60
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imposition of, 356
in India, 357-58
manufacturing enterprises and
enterprises rendering services,
358-59
MSME loans, 360-61
role of branches in, 356-59
private banks, growth of, 462
probability of default (PD), for borrowers,
212
calculation of, 216
probability of occurrence of loss event

(PE), 237

procyclicality, 192, 194, 196-98, 270, 274,
445

production function, 109-10, 139, 141,
144, 416

productivity of banks, in India
business per worker, 417
concept and measurement of, 416-17
performance of banks as per
productivity of different bank groups,
418
productivity of leading banks, 419-21
profit per worker, 417
profitability of banks, in India
concept and measurement of, 408-10
efficiency indicators, 30-32, 409
gross profit, 408
net profit, 408
operating profit, 409
performance of banks as per
profitability
profitability of different bank groups,
410-13
profitability of leading banks, 413-16
profit before tax (PBT), 31
proﬁt maximisation, 4, 27, 29, 149, 193,
323,409
profit-maximising firms, 144
profit per employee, 406, 420-21
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profit per worker, 417
project financing, 16, 70-71, 347
project loans, 5, 11, 41-42, 134, 216,
347-49, 353-54, 449
prompt corrective action, 252, 257, 269,
292,298
protection buyer, 295, 396-97
protection buyer transfers, 295
protection seller, 295
provisioning, 28, 33, 39, 64, 77, 84, 85-86,
126, 197, 199, 202, 217-18, 244,
252-53,262-63, 282, 285, 410, 413,
442-43,451
prudential norms, 21, 64, 84-85, 126, 242,
244,251-53, 282, 293, 302, 380,
383,407, 444
public confidence, in a bank, 199
public ownership of banks, benefits of,
462-63
public sector banks (PSBs), 5nl, 16-17, 76,
90-93, 441
aggregate loan portfolio of, 76
amalgamation of, 451-452
chairman and managing director
(CMD) of, 446
consolidation of, 461
deposits and advances of, 92
dominance in the Indian banking
sector, 92
framework of accountability in, 449
governance reforms, 450
gross NPAs (GNPAs) of, 442-43
inefficiency of, 462
key performance indicator (KPI)
framework in, 449
labour productivity in, 420
list of, 91
mergers of, 453-55, 460
metamorphosis of, 78-80
operational efficiency of, 86
owned by the Government of India, 90
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privatisation of, 441, 462
public confidence in, 252
rationale for privatisation of, 461-62
recapitalisation of, 444
reforms in the governance of, 448-50
rural branches of, 356
Voluntary Retirement Scheme (VRS),
424
public sector general insurance
companies, 70
Punjab National Bank (PNB), 17, 79, 460
bank branches of, 38
Punjab & Sind Bank, 17, 460
put option, 397

qualified institutional placements (QIPs),
73

quasi-banking services, 16

Rangarajan, C., 88n18

Rangarajan Committee (2014), 168

rating categories, of creditworthiness of
borrowers, 213

rating migration, 211, 214-18, 266, 292

rating transition, 211

ratio of stressed assets (RSAs), 442

real business cycle (RBC) theory, 132,
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