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ratio to GDP, 97–98, 127

receipt of cash balances as, 12

share in rural areas, 429
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adoption of international best practices 
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for the future, 469–76
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247–48
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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
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interest rate risk, 207–09

liquidity risk, 206–07
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operational risk, 210

banking sector, in India
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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 classi�cation and provisioning 

for NPAs, 85–86

capital adequacy, 84–85

income recognition, 85

inspection and supervision of banks, 

86

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 
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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

Bank of India (BoI), 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-speci�c crisis, 221–22

bank’s pro�tability, 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 �nancial 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 classi�cation and provisioning, 

261–63

de�ciencies of, 270–71

�rst major revision in, 263–71

adoption in India, 269–70

pillar I (minimum capital 

requirements), 263–68

pillar II (supervisory review process), 

268–69

pillar III (market discipline), 269

income recognition norms, 262

minimum regulatory capital 

requirement for banks under, 268

modi�cation 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

de�ciencies 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

modi�cation of Basel II 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))

Basel III (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 �nancial 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

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 bu�er (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 in�ows and out�ows 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

certi�cate of incorporation, 40

certi�cates 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

signi�cance of, 74

small �nance 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

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

de�ned, 6

fundamental activities of, 4

legal provisions, 4–17

cooperative banks, 47, 61–66, 72, 200, 248

rural cooperative credit institutions 

(RCCIs), 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 E�ective 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

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

www.cambridge.org© in this web service Cambridge University Press & Assessment

INDEX 497

corporate debtors, 451

corporate debt to GDP ratio, 72

corporate �nance, 42, 236

corporate lending, 340, 342, 344

corporate loans, 325

credit appraisal, 345

di�erence with retail loans, 344–45

�nancial consequences for, 344

management of, 342–45

types of, 345

corporate working-capital loan, 203

correlation risk, in banking, 206

countercyclical capital bu�er (CCyB), 273

counter-cyclicality, 85

counterfeiting, of high-value Indian 

currency notes, 124

Covid-19 pandemic, 68, 139, 168, 203, 241, 

367

economic revival a�er, 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

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
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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 �rms, 166

of loan applicants, 334, 443

of retail borrowers, 214

scoring models for rating, 334

CRISIL Limited, 49n2

cross-border capital �ows, 59, 162

liberalisation of, 301

cross-border investment �ows, 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

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

de�cit �nancing, 76, 146, 147

de�cit 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 �nance 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 bene�t transfers (DBTs), 40

disclosure norms, 242

distributed ledgers, 465
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inter-bank transfer, 14

large transactions, 9

process of, 9

‘repo’ transaction, 22

when entities have deposit accounts in 

the same bank, 9

traveller’s cheques, use of, 37

treasury bills (TBs), 8, 25, 29, 57, 58, 340

issued by the Government of India, 364

treasury operations, management of, 

362–68

underwriting services, 193

unemployment, 136, 192

unexpected loss (UEL), due to credit risk, 

217

compensating for, 217–218

Uni�ed Payments Interface (UPI), 3, 123

Uniform Customs and Practices for 

Documentary Credit (UCPDC), 

395

Union Bank of India, 17, 80, 416, 424

United Commercial (UCO) Bank, 17, 460

United Nations Climate Change 

Conference (COP21), 466

Unit Trust of India (UTI), 86

Asset Management, 70

Retirement Solutions, 70

UPI-based digital payment platforms, 43, 

465

urban cooperative banks (UCBs), 62, 

65–66

establishment of, 65

operating under RBI supervision, 66

urban cooperative credit societies, 65

US dollar (USD), 36

US Federal Reserve, 142

Vaghul, N., 57

value added tax (VAT), 7

Value at Risk (VaR), 233–34, 267, 273

and backtesting, 234

historical simulation and Monte Carlo 

methods for calculation of, 235

vector auto-regression (VAR) models,  

158

venture capital funds, 294

very small aperture terminal (VSAT) 

network, 88

vicious cycle of poverty, 358

Vijaya Bank, 90, 452

volatile liabilities to total assets, ratio of, 

223

Volker, Paul, 253

Voluntary Retirement Scheme (VRS),  

424

Vyas, V. S., 64

wage bills, 67, 409, 422, 424

Washington consensus, 147, 147n7

wealth e�ect, 155, 163–64

working capital, 212

working capital gap, 351

working capital limits, calculation of,  

352

working-capital loans, 41, 134, 203, 292, 

349–53, 361, 465

credit appraisal and setting the limits 

for

assessed bank �nance (ABF), 351–52

cash budget method, 352–53

maximum permissible bank �nance 

(MPBF) method, 351–52

turnover method, 350–51

duration of, 353

operating cycle, 350

pricing of, 353

purpose of, 349–50

repayment method, 353

security and margin requirements,  

353

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

www.cambridge.org© in this web service Cambridge University Press & Assessment

516  INDEX

World Bank, 71

World Trade Organization (WTO), 255

yield curve, 208

yield curve risk, in banking, 208

zero-coupon bonds, 53–54, 364

with a face value of INR 100, 209

market price of, 210

Z-Score (credit rating model of Altman), 

214, 234

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

