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Abstract- Lately, individuals are ending up more
mindful about the administration of their assets. As
the banks work together by loaning their
contributors' cash, they are more capable to deal
with their credit portfolio easily. Bank's notoriety is
a basic factor for its prosperity and along these lines
multinational banks must take after fitting rules,
arrangements and significant manuals with respect
to credit expansion and recuperation. The use of
managing an account benefit for a money related
exercises is expanding step by stepd. Individuals are
taking advances to begin distinctive sorts of
organizations and in addition different purposesd. It
is presently essential to know the inside credit
procedures of the banks.Banking in India
originated in the last decades of the 18th century.
The first banks were The General Bank of India,
which started in 1786, and Bank of Hindustan,
which started in 1790; both are now defunct. The
oldest bank in existence in India is the State Bank
of India, which originated in the Bank of Calcutta
in June 1806, which almost immediately became the
Bank of Bengal. This was one of the three
presidency banks, the other two being the Bank of
Bombay and the Bank of Madras, all three of which
were established under charters from the British
East India Company. For many years the
Presidency banks acted as quasi-central banks, as
did their successors. The three banks merged in
1921 to form the Imperial Bank of India, which,
upon India's independence, became the State Bank
of India in 1955d. Foreign banks too started to
arrive, particularly in Calcutta, in the 1860s.

l. INTRODUCTION

The Comptoired'Escompte de Paris opened a
branch in Calcutta in 1860, and another
iBombay in 1862; branches in Madras and
Pondicherry, then a French colony,
followed. HSBC established itself in Bengal
in 1869. Calcutta was the most activetrading
port in India, mainly due to the trade of
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the British Empire, and so became a
banking center. Around the turn of the 20th
Century, the Indian economy was passing
through arelative period of stability. Around
five decades had elapsed since the Indian
Mutiny,and  the  social, industrial and
other infrastructure had improved. Indians had
established small banks, most of which
served particular ethnic and
religiouscommunities. The period between
1906 and 1911, saw the establishment of
banks inspired by the Swadeshi
movement. The Swadeshi movement inspired
local businessmen and political figures to
found banks of and for the Indian
community. A number of banks established
then have survived to the present such as
Bank of India, Corporation Bank, Indian
Bank, Bank of Baroda, Canara Bank and
Central Bank of |India. The fervor of
Swadeshi movement lead to establishing of
many private banks in Dakshina Kannada
and Udupi district  which  were unified
earlier and known by the name South
Canara (South Kanara) district. Four
nationalized banks started in this district
and also a leading private sector
bank. Hence undivided Dakshina Kannada
district is known as “Cradle of Indian
Banking". The Government of India initiated
measures to play an active role in the
economic life of the nation, and the
Industrial Policy Resolution adopted by the
government in 1948 envisaged a mixed
economy. This resulted into greater
involvement of the state in  different
segments of the economy including banking
and finance.

The  major steps to  regulate  banking
included:

e The Reserve Bank of India, India's
central banking authority, was established
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I April 1934, but was nationalized on
January 1, 1949 under the terms of the
Reserve  Bank of India (Transfer to
Public Ownership) Act, 1948.

e In 1949, the Banking Regulation Act was
enacted which empowered the
ReserveBank of India (RBI) "to regulate,
control, and inspect the banks in India."

Currently, banking in India is generally fairly
mature in terms of supply, productrange
and reach-even though reach in rural India
still  remains a challenge  for  theprivate
sector and foreign  banks. In  terms  of
quality of assets and capital adequacy,Indian
banks areconsideredto have clean, strong and
transparent  balance sheetsrelative to  other
banksincomparable economies in its
region. The Reserve Bank ofindia is an
autonomous  body, with  minimal pressure
from the government. The statedpolicy of
the Bank on the Indian Rupee is to
manage volatility but without any fixed
exchange rate-and this has mostly been
true. With the growth in the Indian
economy expected to be strong for quite
some timeespeciallyin its services sector-the
demand for banking services, especially
retailbanking,mortgages and investment
services are expected to be strong.The
Rs. 64 trillion (US$ 1.22 trillion) Indian
banking  industry has made exceptional
progress in last few years,even during the
times when the rest of the world
wasstruggling with financial meltdown. Even
today, financial institutions  across  the
worldare facing the repercussions of the
turmoil but the Indian ones are standing
stiff underthe regulator's watchful eye and
hence, have emerged stronger.Ratings agency
Moody's believe that strong deposit base of
Indian  lenders  andGovernment's  persistent
support to public sector and private banks
would act aspositive factors for the entire
system amidst the negative global
scenario.The sector has undergone significant
developments and investments in the recent
past.Some of them are discussed hereafter
along with the key  statistics and
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Governmentinitiatives

same.Key Statistics

e According to the Reserve Bank of India's
Quarterly Statistics on Deposits andCredit
of Scheduled Commercial Banks', March
2011, Nationalized Banks, as agroup,
accounted for 53.0 per cent of the
aggregate  deposits, while  State  Bank
ofindia (SBI) and its associates accounted
for 21.6 per cent. The share of new
privatesector banks, old private sector
banks, foreign banks and regional rural
banks inaggregate deposits was 13.4 per
cent, 4.6 per cent, 44 per cent and 3
per centrespectively.With respect to gross
bank credit also, nationalized banks hold
the highest share o0f52.8 per cent in the
total bank credit, with SBI and its
associates at 22.1 per cent andNew
Private  sector banks at 13.2  per
cent. Foreign banks, Old private sector
banksand  Regional Rural banks held
relatively lower shares in the total bank
credit with4.9 per cent, 4.6 per cent
and 2.4 per cent respectively. Another
statement from RBlhas revealed that
bank advances grew 17.08 per cent
annually as on December 16,2011 while
bank deposits rose 18.03 per cent.

e RBI data shows that India raised US$
1.6 billion through External
CommercialBorrowings (ECBS) in
November 2011 for new projects. 78
companies raised US$1.3 billion under
automatic route and US$ 253 million
was raised under the approval route (it
requires  case-by-case approval by the
regulator).

e India's foreign exchange reserves stood at
US$ 297 billion as on Dec 30, 2011.

e In recent years, deposits under Non-
Resident Indians (NRI) schemes  have
witness edan  upsurge. There was an
inflow Rs. 14,763 crores (US$ 2.83
billion) under NRI deposits in 2010-11,
which was 6.5 per cent higher from
2009-10. In 2011, the total of NRI
deposits was Rs. 2,30,812 crores (US$

pertaining to the
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44.2 billion), compared to
Rs.2,27,078crores  (US$ 43.5 billion) in
2010.Recent Developments

e The US Export-lmport Bank, with a
commitment of US$ 7 billion, is on a
way todiversify its portfolio in India by
financing projects in education, healthcare
andagriculture. After Mexico, India is the
second  biggest  investment  destination
for thebank as the entity anticipates the
country to become the largest market in
next 12-18months.

e India Infrastructure Finance Company
Ltd (IIFCL) and IDBI Bank have inked
afive-year memorandum of understanding
(MoU) to launch Infrastructure  Debt
Fund(IDF) schemes. The IDF, for which
IDBI Bank and [IIFCL would play
strategicinvestors, is  expected to  get
launched by the end of February 2012.

e With 'green power' projects getting highly
popular in India, especially in the
statesof Gujarat and Rajasthan, banks are
increasingly opening up to projects from
nonconventional (solar and wind) energy
space. After receiving project proposals
thatwere meant for a particular
industry/consumer or group of
industries/consumers  fortheir ~ own  use,
banks are now getting projects that
entail commercial viability (25-100 mega
watts).Recently, depreciation of partially
convertible  Indian Rupee against US
Dollar has leftindian importer high and
dry, more particularly those who have
not hedged theirdollar  exposures. The
unexpected depreciation of Rupee against
US Dollar this yearby over 17 percent
has caused a great concern for the
Government, RBI and corporateof India.
On November 22, 2011 Indian Rupee
has touched historic low of 52.73before
recovering little in  next sessions.Since
late 2009, sovereign debt crisis brewed
in Europe concerning some euro
zonestates and the situation became tense
in early 2010 with the downgrading of
Greekdebt rating by global credit rating
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agencies to ‘Junk’ status with hints of
default by

RBI latest interest rate changes

change date Percentage
October 25 2011 8.500 %
September 16 2011 8.250 %
July 26 2011 8.000 %
June 16 2011 7.500 %
May 03 2011 7.250 %
March 17 2011 6.750 %
January 25 2011 6.500 %
November 02 2010 6.250 %
September 16 2010 6.000 %
July 27 2010 5.750 %

e Credit Risk Management

Contemporary keeping money associations are
presented to a  different arrangement  of
market and non-showcase dangers, and the
administration of hazard has as needs be
turned into a center capacity inside
banks. Banks have put resources into hazard
administration for the great financial reason
that their investors and loan bosses request
it. Yet, bank directors, for example, the
Bangladesh ~ Bank, additionally  have a
conspicuous enthusiasm for advancing solid
hazard  administration at  managing an
account associations on the grounds that a
protected and sound keeping money
framework is basic to monetary development
and to the security of budgetary
markets. In reality, distinguishing, evaluating,
and advancing sound hazard administration
rehearses have turned out to be focal
components of good supervisory practice.

e What is credit RISK

Hazard imply the opening to a possibility of
misfortune or harm. Hazard is the factor of
vulnerability or probability of misfortune that
exist in any business exchange. Credit
hazard is the probability that a borrower or
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counter assembly will be unsuccessful to
meet its NBLigation as per concur terms
and conditions.

e PRINCIPLES FOR THE MANAGEMENT
OF CREDIT RISK

1. Even as budgetary foundations hasconfront
challenges during the year for a high
numeralmotive, actual basis for  true
Deposit money concern kept on living
beingun complicatedly known with not
careful credit gauges for borrower and
counterparty, poor collection hazard
administration, an absence of observe for
change in financial or poles apart
conditions that a breakdown credit left
over of a bank's counterparty

2. The stage of riskunwavering particular
arrangements  conclusion. factorplanning has
a posture on recognitiondangercomprise:
the time of the swap over of cost;
expense/agreementdefiniteness; and the role
of mediators and clearanceresidence.

3. This documentbeformerlyin print for
discussion in  July 1999. The board is
appreciative to the inner banks,
managerialauthorities, banking relations,
and institution that providdcoments. This
comment hasknowledgeable the making of
laststory of the document.

Different types of Risk Management can be
categorized as follows:

e Venture danger organization:

a planned structure check  possible risk that
containunpleasant impact on the
entprise. These risks culd be in tems of
rskassociatedwealth, proct and serces or the
market  situation in which the enterprise
operates. entrprisedeveloop risk  manaagement
capability to deail with these risk a correct
act planed enterprise must note down all
the possible risks that may take place and
arrange a set of action plans depeending
on the naturee of riskk.

e Operational danger Management:
prepareddanger in attendance in
venture. This danger take place duee to
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tthe implementation  the industrypurpose the
enterprise. enterprise want to asseessthiseriskk
and prepre action planed to meeting the
crash of risk. mistake in execution

e scheme failure

e Policy violation

e not direct and expressaddedperilwinning

e Financial Risk Management:

The procedures of monetary risk
organizationdefinite as minimizeexperience
of a hard to bazaar riskk and crediting
riiskuseda variety of financiial
instrument.monetary risk managercontract with
otheer risking relatee to foreiignexchangee,
Attribute, price rises, non-expense of
customers and augmentedcharge of attention.

e Credit Risk Management:

Managing credit risk is the basic working of
the financiial institute. Credit portfolio
administration mostly become necessary for
the venture to keep tsrack of riisk.It deal
with the riisk linked probability of failure
to pay from the debtors.

e Bank Risk Management:

It deal with the management of differrent
type of risks face by the bans, for
examples,  marketing risk,  credit  risk,
liquiditting risk, ready riisk and reputational
risk.

1. LETRETURE REVIEW

1. SwaranjeetArora (2013)[1]Present investigation
investigated the marvel from alternate
points of view and uncovered that
Credit Worthiness examination and
Collateral necessities are the two
imperative elements for dissecting Credit
Risk. From the graphic and scientific
outcomes, it inferred that Indian banks
proficiently oversee credit hazard.

Conclusion:it  presumed that Indian  banks
productively  oversee credit  chance. The
outcomes additionally show that there is
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critical contrast between the Indian Public
and Private area banks in Analyzing Credit
Risk.

2. T. VEERABHADRA RAO (2011)[2]in his
examination surveyed the Risk
administration, guideline and administration
of the monetarypart all in all and Bank
Sectors specifically fundamental
significance for the precise development
of the economy. The present examination
is attempted to evaluate the effect of
such Risk organization and Risk
Basesmanagement  measures  presented by
the Reserve Bank of India

Conclusion: It presumes that Sector savvy,
the Public Sector Banks have indicated
huge contrast in their working. Banks in all
the three Sectors have additionally been
positioned based on their execution on
singular parameters.

3. Dr. Krishn A, Goyal (2010)[3]made an
endeavor to talk about top to bottom,
the significance of hazard administration
process and tosses light on difficulties
and openings in regards to usage of
Basel-1l in Indian Banking Industry. The
quick changing money related condition
opens the banks to different sorts of
hazard. The idea of hazard and
administration  are  center  of  money
related undertaking.

4. Dr. Yogieta S. Mehra (2010)[4]analysed the
result of size and liability for on the
scope of operational hazard management
rehearses utilized by the banks through
execution of study including a
survey. The examination planned to
investigate the scope of practices utilize
by Indian Banks in administration of
operational hazard fundamental for of
Advanced size Approach (from now on
alluded to as AMA) for a cross -
segment

Decision: The investigation gives an

indisputable proof of increased mindfulness

and due significance given to operational
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hazard by Indian banks. Measure was seen
to be an obstacle to gathering of outside
misfortune information, more profound level
of association of operational hazard
functionaries, information accumulation and
examination.

5. Bodla, B. S, Verma,
Richa(2009)[5]designed a paper to ponder
the usage of the Credit Risk
Management Framework . The resultsshow
that the specialist for endorsement of
Credit Risk wvests with ‘'Directorate if
there should be an occurrence of 94.4%
and 62.5% of people in general area
and private part banks, separately.

Conclusion: The study has drawn

independent division and dimension of

bank, Credit Risk organization system in

India is in good shape and it s

completely in light of the RBI's rules

issued in thisregard.

6. Usha, Janakiramani  (2008)[6]assessed in
detail the status of operational hazard
administration  in  the Indian  saving
money framework with regards to Basel
II. The normal scope of managing an
account  resources and the  approach
received for operational hazard capital
calculation is contrasted extensively and
the situation of the keeping money
framework in  Asia, Africa and the
Middle East.

Determination: A greater part of the banks

have likewise refered to  absence  of

administrative clearness as a decently huge
snag in moving over to the progressed
approaches.

7. Word usage O.B. Sathish Kumar(2007)[7]in
their examination assessed the monetary
carrying out of Indian private section
banks. Private part banks assume an
imperative part being developed of Indian
economy. After  succession  the  saving
money industry significant changes.

Conclusion: . It outlined That ICICI Bank

workers are the individuals who create
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more benefit. Additionally the working
benefit is the most noteworthy among all
private part banks.

8. NAJAF, GharachourlouAghjelou
(2007)[8]investigated  hazard  examination
and hazard administration in chose Co-
Op banks in Pune . Destinations of this
examination are checking the honesty of
inner hazard administration
frameworks. Amid the check procedure,
the specialist test freely in extent to the
hazard.

Conclusion: . At long last, the investigation
demonstrates that more brokers cover just
credit hazard by utilizing straightforward
strategies, it speak to need of concentrate
to create other sort of hazard examination
techniques in helpful banks.

9. Ali Ataullah (2004) Concluded that there
is still room for improvement in the
efficiency of banks in  both  the
countries. A step forward for the
liberalization programmer , therefore, is
not only to deregulate interest rates and
enhance the level of competition but
also to strengthen the instutional structure
to support good practices in the banking
industry .

10.Dr. lbrahim Syed M (2011) concluded
that this is diagnostic and exploratory in
nature and makes use secondary
data. The study finds and concludes that
the scheduled commercial banks in India
have significantly improved their
operational performance.

11.Dr.  Pardhan  Kumar Tanmaya (2012)
Concluded that-The study is based on
primary  data. The data has been
analyzed by Percentage method. The tool
used to collect data from the bank
officials was a structured
questionnaire. Responses obtained from the
50 Bank managers / senior officers.

12.Dr. Dhanabhakyam M & Kavitha
M. (2012) studied that banks have to
re-orient their strategies in the light of
their own strength and the kind of
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market in which their likely to operate
on. In the perspective of this domestic
and international development, the banking
sector has to chart perfect  for
development.

13.Gupta  Shipra  (2012) concluded that-
Public and Private sector banks both are
giving good service in India .Financial
condition of any bank is measured by
the help of financial ratio. A leverage
ratio cannot do the job alone it needs
to be complemented by other prudential
tools  or measures  to ensure a
comprehensive picture of the buildup of
leverage in individual banks or banking
groups as well as in the financial
system.

14.Sharma Esha (2012) concluded that- The
liberalized policy of the govt. of India
permitted entry to the ICICI in the
banking; the industry has witnessed a
generation of private players. That’'s why
the present paper special emphasis has
been laid down on the financial analysis
of the bank by wusing different research
ant statistical tools.

15. Gejalakshami Sandanam & etal (2012)
Cocluded that the public sector banks
performed remarkably well during the
period than that of the private sector
banks the overall regression analysis
show that the financial performance of
the banking industries strongly .

16. Goel Cheenu & Rekhi Bhutani Chitwan (2013)
concluded that the analysis supports that
new banks are more efficient than old
ones. The public sector banks are as not
profitable as other sectors are. It means
that efficiency and profitability are inter
related.

17.Davda V. Nishit (2012) Concluded that a
review of fundamental analysis research
in accounting the paper has outlined the
development of different accounting
valuation model and reviewed related
emperical work .

18.Dr. Koundal Virender (2012) concluded that
although various Reforms have produced
favorable effects on commercial banks in
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India and because of this transformation
is taking place almost in all categories
of the banks.

19.Sai Naga Radha V & etal. (2013)
concluded that net profit margin,
operating profit margin, return on capital
employed, return on equity and debt
equity ratio there is no significant
difference in these ratios before after
merger. Significant difference with respect
to gross profit margin.

20. Mishra Kumar Aswini& etal. (2013)
Concluded that DEA provide significant
insights on efficiency of different banks
and places private sector ones at an
advantage situation and there by hints
out the possibility of further
improvisation of most of the public
sector banks.

CONCLUSION

The Banking Regulation Act also provided
that no new bank or branch of anexisting
bank could be o pened without a license
from the RBI, and no two banks could
have common directors.By the 1960s, the
Indian  banking industry had become an
important tool to facilitatethe development of
the Indian economy. At the same time, it
had emerged as a largeemployer, and a
debate had ensued about the nationalization
of the banking industry.Indira Gandhi, then
Prime  Minister of India, expressed the
intention of theGovernment of India in the
annual conference of the AIl India Congress
Meeting in a paper entitled "Stray thoughts
on Bank Nationalization.  The  meeting
received the paper with
enthusiasm. Thereafter, her move was swift
and sudden. The Government of India
issued an ordinance and nationalized the 14
largest commercial banks witheffect from the
midnight of July 19, 1969.A second dose
of nationalization of 6 more commercial
banks followed in 1980. Thestated reason
for the nationalization was to give the
government more control of credit
delivery. With the second dose of
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nationalization, the Government of India
controlledaround  91%  of the  banking
business of India.In the early 1990s, the
then NarasimhaRao government embarked on
a policy ofliberalization, licensing a small
number of private banks. These came to be
known as New Generation tech-savvy banks,
and included Global Trust Bank (the first
of such new generation banks to be set
up), which later amalgamated with Oriental
Bank of Commerce, Axis Bank(earlier as
UTI Bank), ICICI Bank and HDFC Bank.
This move, along with the rapid growth in
the economy of India, revitalized the
banking sector in India, which has seen
rapid growth with strong contribution from
all the three sectors of banks, namely,
government banks, private banks and foreign
banks. In  the private banking sector of
India, FDI is allowed up to a maximum
limit of 74%of the paid up capital of the
Bank. On  the other bank, FDI and
Portfolio  investment in the public or
nationalized banks in India all subject to a
limit of 20% of totality. This ceiling is
also applicable to the investment in the
SBI and its associates.
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