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Functions of_RBI (Reserve Bank of India) - "Papa Bank’
X

J

x| :
Lssuer ij Currency_. #| Banker to Giovernment :
Tssues notes (T2 to T2000). Manages a/cs of Centval & State
&Excep‘r T1 note & coins - by Giovt.) Govts. Acts-as aaen’r & adviser.

X
*| Banker to Banks:

Holds a/cs of commexcial
banks. ‘Lender 0{5 Last
Resort’ duﬁna cYisis.

X
#| Custodian 0{5 Forex Resevves:

Manages ]Sovei'an cuvrency 8 |
8old nesevves 0{5 India.-

X
¥ Bt_iauloi‘m' ofy Banking ;Sysi‘@m:‘
Tssues licenses, sets

vules (KYC efc.), inspects
banks to PTo’rec’r deposifors.

| Contyoller 0[5 Cyedit:

Uses monew‘a*ry POHCH tools
(Repo, CRR efc.) to contvol

money suppl%.




POII'CH Rates (Indivect Instruments)
— Repo Rate: Rate at which RBI LENDS shovt-term money fo banks
againsi' securities. (Repo T = Costly loan for” banks = Liquidity V)
— Reverse Repo Rate: Rate at which RBI BORROWS, €XCeSS funds
from banks. (Rev. Repo 1 => Banks park more with RBI = Liguidity V)
— Bank Rate: Rate for LONG-TERM loans by RBI to banks. No
collateral needed. Also a penal vate.
Open Market Operations (oMo0)
Buying & Selling of Govt. Securities (G-Secs) by RBL in market; To
manage liguidity.

RBI BUYS Gi-Secs RBI SELLS G-Secs
Money T G-Secs
RBL < ' Market RBI 2C Mavrket
G -Secs Money T
Liq,uidi’rg INCREASES Liquidi+3 DECREASES

(Money injected) (Money absorbed)



Types of Bank Accounts

Domestic Accounts Compaﬁson

for future

transactions

Feature Savings Alc | Curvent Ajc |Fixed Deposit(FD) Recuw(igg)])eposif
Pu.rpose, To save money | For business |Lump sum investment| Monthly savings

for fixed tenure

for fixed tenure

Interest Rate | Low (e-g, 3-4%)| No Intevest | High (Fixed for | High:(Similar
(0%) Tenure, e-g., 6-7%)| +to FD)
Liquidity / High (ATM, Chg,| Very High Low (Penalty Low (Penalty
Withdvawal [Online - some [(No limits on | on premature on premature
limits) +rans.) withdvawal) withdrawal)

Suihbili’ry Individuals, Businessmen, | Those with Those with
Students, Companies, lump sum cash 'reaula'r income
Salaried Fivms

(Salaxied) |




NRI Accounts (Non-Resident Indian)

NRE vs NRO vs FCNR (Impoﬁ‘ani‘ for Exams|)

Feature

NRE

(Non-Resident External)

NRO
(Non- Resident Ordinary)

FCNR (Foreign Currency 1
Non- Resigerﬂ‘) |

Source of Funds

Foveian Eo.minas only

Indian Earnings
(Rent, Pension etc-)

Foreian anrninas on|y

er*renca Held In

Indian Rupee (%)

Indian Rupee (%)

Foreign errencg

(Converted) (USD, GBP, efc-
Tax ( ;: d-_IL:;‘ erest | Tox- Free v/ Taxable (30% +cess) X | Tax- Free v
Repa+ria+ion Fullu Repcd"riable Restricted (Interest is FuHH Repa‘rviab\e i
fulltl, Principal has limii's))(

(Transfer abroad)

(Principal & Tntevest) v/

EYCLP! §2¢ don't confuse :

NRE & FCNR interest is TAX-FREE.

NRO inferest is TAXABLE.
FCNR is held in FOREIGN CURRENCY, no exchange visk |




R
_ PTIO'\% gd'o*r endma LPSL)
banks to lend to Vu\newrab\e, Sed‘m's

| = || RBT manda’re fov

: Cat tes:

L S tive. (Eavmin ng + + Allied) 5. Housing

B 2. MSME E (Micyo, Small & Medium En En’rerpnses)6 Social M‘ms{‘rud'm'e,

. 3. Export Credit A Renewablej_ne_g%

JF 14 Education 8- Othevs &

18 ES e Tav%e’rs (for Comme:rcnal Banks): L R

| Total Ta [40% of ANBCK ?
Aqriculture e 18% (Sub- %mfae%Sma—lL& Mmfamo.\ “Faxmers-10%)

: Micyo En+e~rr:>‘r|ses 7 5% i 591
Advances fo Weakey Sections | 12% e o |

—> Pevsons with Disabilities
- Small & Ma*ramal Faymers - Mmow’ru Griunihest

| = SCs & STs
) - Self Helo Groups ( SI:LG]s) L5> Gioal : Inc_\uswe Grvowth

Weakey Sections Cxyitexia.:
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I Ba&el Norms C[n’rema’rlonal &c:mkm%J S__‘_rgndavds)
—> | To ensure banks have enough capital fo‘a sorb losses.

| Basel I, 11, III: -
| I: Focus on Credit Risk m.m Capl‘ral) TR TR E

II: + Operational & Market Risk (3___P|__|J_c1rs Pk ) =
b5 1ol TIJ'I[ Stricter vules post-2008 crisis (Better Quah’rg Capl’ral) 9

lCam’raI Adequacy Ratio ) (CAR) /CRAR: EERTRLOD .

| Imoor’ran’r Rom, il Tier 1 + Tier 2 Capl‘ral SO BN b
| 155 ~ Risk Weighted Assets (RWA) sl 1

RBI Requirement for India: Min. 9% (+ Capital. Conservation Buffer) |

Types of Capital:
L Subordinated Deb¥

1.
Tier 1 Capital i Eé';\::rw?ngie o.med Tier 2 CQ ital j General Provisions
(Core) (Most Reliable) (Supplemen’ro,rg) _ (Less Reliable)

*® ng;cr CAR = Safer Bank ey 4 i s




I Payment Systems inIndia q
|__Feature NEFT RTGS IMPS/UPI | B
{{Full Form National Electronic | Real Time Gross | Immediate Payment Service | |-
sl Funds Transfer Settlement |/ Unified Payments Interface | &

|| Speed Batches (Slow) Real-time (Fast) Instant (Fastest) i

|4 | [Min. Amount z1 T 2 Lakhs !

~ |Max. Amount|No Limit (Bank specific) No Limit IMPS: Z5L / UPI: 1L -3¥5L

| || Availability 24x7x365 24x7x365 24x7x365

= NPCI (National Payments Corporation of India): Umbrella organization for
| retail payments (manages UPI, IMPS, RuPay etc.)

[ Financial Committees

b _:1 Narasim_h_al_m Committee (I & II): Banking_Sector Reforms (Reduced CRR/SLR,
| Deregulation of Interest Rates, Asset Reconstruction Companies - ARCs)

el (Important) | |
2. Nachiket Mor Committee: Financial Inclusion (Small Finance Banks &

—_—

—

| Payments Banksconcept) T
3. Urjit Patel Committee: Monetary_Policy Framework (Inflation Targeting,

I'|' BePligsianaior . . TV
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NPA (Non-Performing Asset) & Asset Classification

—> Loan where interest/principal is overdue for>90 days.
' Asset Categories (based on overdue period):

1. Standard Asset| [2. Sub-standard| [3. Doubtful ‘Asset| | 4. Loss Asset
—>| (Uncollectible,

d (Regular —| Asset (NPA for | (NPA for > 12
| repayments) < 12 months) months) loss identified)

| Provisioning_& Recovery: |
|- Banks must set aside funds (provisioning) for NPAs.
|— SARFAESI Act, 2002: Allows banks to auction properties of defaulters

~ without court intervention (for secured loans).

-. ~ Important Banking Abbreviations
e CAR: Capital Adequacy Ratio e LAF: Liquidity Adjustment Facility . |
 NEFT: National Electronic Funds Transfer

e CRR: Cash Reserve Ratio £
e RTGS: Real Time Gross Settlement

e SLR: Statutory Liquidity Ratio
'« CASA: Current Account Savings Account ¢ UPL: Unified Payments Interface

e MCLR: Marginal Cost of Funds based
| Lending Rate -




