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Abstract- Basel norms are a set of international banking
regulations formulated by the Basel committee onkba
supervision, which set out the minimum capital
requirements to sustain banks the world over. The
committee operates from Basel in Switzerland. Famges
in the rules for raising Basel Ill-compliant capita
announced by India’'s central bank in September 281#4
"credit positive" as they make it easier for battsraise
funds and attract more investors, The Reserve Bahidia
on Sept. 1, 2014 cut the minimum maturity for Rieapital
that banks can issue to five years from 10 yearslso
allowed retail investors to buy Tier 1 capital. igh
regulation ensures the soundness of the banks dusifty
on the need, genesis and development of the coméept
capital adequacy ratio (CAR) in banking and arecdissed
and linked up to BASEL Ill norms . The paper presién
outline of the basics of BASEL Ill nhorms and itpatt on
CAR This newest accord seeks to improve the banking
sector’s ability to deal with financial and econanstress,
build up risk management and the bank’s transpayembe
BASEL lll is to be implemented by banks in Indipasthe
guidelines issued by RBI from time to time. Thiggpahas
briefly described the impact of BASEL Il on thepital
adequacy ratio of banks.
Keywords—BASEL-Ill, capital adequacy ratio, norms,
subsidiaries, collapse, tier 1st and tier 2nd, aik and
regulations.

l. PROLOGUE
BASEL 1l (or the third Basel accord) is a globabluntary
regulatory standard on bank capital adequacy, @lapit
adequacy is the amount of capital a bank or otinantial
institution has to hold as required by its finahcegulator.
This is usually expressed as a capital adequay fatvas
agreed upon by the members of the Basel committee o
banking supervision in 2010-11, and was schedubelet
introduced from 2013 until 2015, however, changemfl

April 2013 until 2013 extended implementation uril
march 2018 and again extended to 31 march 2019thIitae
installment of the BASEL accords was developed in
response to the deficiencies in financial regutatievealed
by the late-2000 financial crisis. The table belgwes the

leverage ratio of schedule commercial banks.
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BASEL IIl was supposed to strengthen bank capital
requirements by increasing bank liquidity and dasireg
bank leverage.

Originally BASEL committee was formed in 1974 by
a group of central bank governors from 10 countries
The G-10 committee consists of members from
Belgium, Canada, France, Germany, lItaly, japan,
Luxembourg, Netherlands, Spain,  Sweden,
Switzerland, UK and US. BASEL is a city in
Switzerland which is also the headquarters of Burea
of international settlement (BIS). BIS endorse
support among central banks with a common goal of
financial stability and common standards of banking
sector has implemented BASEL which are followed
by banks all over the country. Earlier guidelinesrev
known as BASEL ¥ and BASEL Il accords. Later
on the committee was expanded to include members
from nearly 30 countries, including India. In spite
implementation of BASEL °L

Guidelines, the financial world saw the worst &isi
in early 2008 and whole financial markets tumbled.
The financial guidelines have been issued by reserv
bank of India for implementation of BASEL Il
guidelines on % may, 2012.

These guidelines would become effective from
January T 2013 in a phased manner. This means
that as at the close of business on Janudra13
banks must be able to declare or disclose capital
ratios computed under the amended guidelines the
BASEL Il capital ratios will be fully implemented
as on march 3 2018.

The capital requirements for the implementation of
BASEL Ill guidelines may be lower during the inltia
periods and higher during the later years. Banks
needs to keep this in view while capital planning.
Guidelines on operational aspects of implementatio
of the countercyclical capital buffer. Guidance to
banks on this will be issued in due course as RBI i
stil working on these. Moreover, some other
proposals viz. definition of capital disclosure
requirements’. Capitalization of bank exposures to
central counterparties’ etc., are also engaging the
attention of the BASEL committee at present.
Therefore, the final proposals of the BASEL
committee on these aspects will be considered for
implementation, to the extent applicable, in future

For the financial year ending March®32013, banks

will have to disclose the capital ratios computed
under the existing guidelines (BASEL Ill) on capita
adequacy as well as those computed under the
BASEL IIl capital adequacy framework. The table
below gives the capital norms for banks in india.

Table 3 Capital Norms for Banks in India

BASEL Il CAPITAL NORMS FOR BANKS IN INDIA

Regulatary capital Minimum requirement

{as % of risk-weighted assets)

{ommon equity in Tier-| 5.5 N
Additional Tier- 1.5

Tier | 7.0 I
Tier Il 2.0

Total capital ratio 9,0 I
Capital conservation buffer 2.5

Total ratio 11,5

Source: RE

Table 4 Capital to Risk (Weighted) Assets Ratio
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NEW RBI NORMS ON BASEL-IIl A PLUS FOR
BANKS, SAYS MOODY’S

¢ Moody's says the amended rules will also allow
banks to have a higher proportion of AT-1 in

« their tier-1 capital. The major benefit is expected
accrue to public sector banks which have about 70
percent share in the Indian banking business.

« On September 1, the reserve bank of India (RBI)
revised some of its rules governing instruments tha
qualify as bank capital under BASEL-IIl. the key
change is the removal of certain limits on the antou
of AT-1. That a bank can use for calculating iterTi
1st capital, which effectively limited AT-1 issuanc
to 1.5 per cent of risk-weighted assets.

e From 2019, Indian banks CET 1 trigger point forslos
absorption will be 6.125 per cent, compared to the
BASEL committee on banking supervision’s
recommendation of 5.125 per cent.

« With the option of a temporary write down, RBI
might be looking to partially mitigate investor
concerns about this relatively high trigger.

« Banks are also no longer required to pay all cospon
out of current-year profits. They may now also use
revenue reserves which are not earmarked and/or
credit balances in the profit and loss accounty sai
Moody’s. The risk which is increasing for Indian
banks is given below in Table 5

Table 5 Banks CAR in percentage

INCREASING RISK
Banks’ capital adequacy ratio (in %)
L1 All scheduled commercial bank B Public-sector banks

B Private-sactor banks
Tk

16.5 16.2
MB.I

|| L L |
2007-08  2008-00 010-11 201112 012-13  2013-14

Source: RBI; Capitaline

2009-10

BASEL Il norms with special emphasis on capital
adequacy ratio of Indian Banks.
Capital adequacy ratio (CAR), also known as capitaisk
(weighted) assets ratio (CRAR), is the ratio obhalds
capital to its risk.
CAR = Tier £ capital + Tier ¥ capital/ risk weighted
assets.

Tier 1° capital = (paid up capital + statutory reserves +
disclosed free reserves) — (equity investmentsibsigliary
+ intangible assets + current & b/f losses)
Tier 29 capital = A) undisclosed reserves + B) Genera los
reserves + C) Hybrid debt capital instruments and
subordinated debts.
A bank’s real capital worth is evaluated after makiinto
account the riskiness of its assets.
It defines a bank’s capital as two types: core tier 1%
capital comprising equity capital and disclosederess:
and supplementary (or tier"® capital comprising items
such as undisclosed reserves, revaluation resegeesral
provisions/general loan-loss reserves, hybrid dedyital
instruments and subordinated term debt.
The proposed support system is given below

Table 6 Proposed Support System

SUPPORT SYSTEM
Proposed minimum apital ratio for banks
REGULATORY CAPITAL MINIML M REGUIREMENT

(a5 % of iskweighted assets)
Common equity in Tier-| 5.5 D
Additional Tier-1 1.5 mm
Tier-| 7.0 I
Tier-I| 2.0 1N
Total capital ratio 9.0 I
Capital conservation buffer 2.5 Il

Total ratio 11.5 I

Sowrce: B2|

The BASEL Il guidelines are based upon 3 very intaat
aspects which are called 3 pillars of the BASEL Il
These 3 pillars are as follows.

¢ Minimum capital requirement.

e Supervisory review process.
e Market discipline.
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First pillar: - minimum capital requirement. Thisamly for
total risk including the credit risk, market risk avell as
operational risk.

The second pillar: - i.e. supervisory review praces
basically intended to ensure that the banks haeguate
capital to support all the risks associated inrthasiness.In
India, the RBI has issued the guidelines to thekbahat
they should have an internal supervisory procesishwis
called ICAAP or internal capital adequacy assessmen
process. With this tool the banks can assess tpdata
adequacy in relation to their risk profiles as wesl adopt
strategies for maintaining the capital levels.Agestn that,
there is another process stipulated by RBI whicactsially
the independent assessment of the ICAAP of the shank
This is called SREP or supervisory review and eatabn
process.

The independent review and evaluation may suggest
prudent measures and supervisory actions whatever i
needed. ICAAP is conducted by banks themselves and
SREP is conducted RBI which is along with the RBI's
annual financial inspection (AFI) of the bank.

Third pillar: - market discipline.

The idea of the third pillar is to complement tlestf and
second pillar. This is basically a discipline felled by the
bank such as disclosing its capital structure;¥eand tier-

2" capital and approaches to assess the capital acequ

In the above discussion, we could understand that t
BASEL Il and forthcoming BASEL Il are basically
guidelines which focus upon adequate capital inlktheks
and minimize the risk to the customers or depositdhe
idea is to make a sound financial system which ardy
helps the banks and but the entire economy ofdhatcy to
maintain the trust and faith, as transparency éenkihisiness.
The centerpieces are “capital adequacy” and “risks”

. BASEL 1%

BASEL 1% that is, the 1988, BASEL accord, is primarily
focused on credit risk and appropriate risk-weiggntiof
assets. Assets of banks were classified and groimpfdde
categories according to credit risk, carrying nekights of
0% ( for example, most corporate debt), and sonsetas
given no rating. Banks with an international preseare
required to hold capital equal to 8% of their nskighted
assets (RWA). The tier 1 capital ratio = tier 1 itafall
RWA. The total capital ratio=(tier 1 + tier 2 +1ti@ capital)
/ all RWA. Leverage ratio= total capital/averagtat@ssets.

Banks are also required to report off-balance-siteets
such as letters of credit, unused commitments, and
derivatives. These all factor into the risk weight&ssets.
The report is typically submitted to the Federals&ge
Bank as HC-r for the bank-holding company and sttiechi
to the office of the comptroller of the currencyGO) as
RC-R for just the bank.

From 1988 this framework was progressively intraetl
member countries of G-10, comprising 13 countriesof
2013: Belgium, Canada, France, Germany, Italy, apa
United Kingdom and the United States of America.

[r. BASEL I1.

e Ensuring that capital allocation is more risk stwsi

¢ Enhance disclosure requirements which would allow
market participants to assess the capital adeqofacy
an institution.

« Ensuring that credit risk, operational risk and kear
risk are quantified Basel on data and formal
techniques.

« Attempting to align economic and regulatory capital
more closely to reduce the scope for regulatory
arbitrage.

THE NEW REGULATORY FRAMEWORK:- DODD-
FRANK AND BASEL .

The recognition of the tsunami-like economic cobtthe
financial crisis of 2008 has led to a complete irgimg of
the role of financial regulation. In particular, weve
shifted from a system of micro prudential regulatio a
macro prudential one, with an explicit recognitiarf
systemic risk (pak ravan 2011).

This was reflected in the most ambitious rewritdafiking
legislation since the great depression, with thesage of
the “wall street reform and consumer protection dut
conventional response was an effort to preservesyatem
through massive financial support, consolidatiod aumther
regulation.A complex regulatory system would bedwsekin
an ideal world to capture all the aspects of rigkl ds
management. In practice, however, such a system is
unworkable.

V. BASEL I11: LENDERSNOT WARRIED, SAY
CAPITAL CONSERVATION ISKEY.
Mumbai: the domestic banks will not be affectedttesr
developed world peers by the BASEL-Ill guidelinesda
conserving capital will be the crucial issue asythaok
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forward to implement the rules meant for a stronger

financial system, bankers and analysts said afterRBI
released its draft guidelines “capital conservatigood
plough Bach of profits and better dividend managemel|
be the key to strengthen the core capital”.

STATE-RUN BANKS NEED $ 37 BILLION IN FRESH
CAPITAL TO MEET BASEL Il NORMS: MOODY'S.
Mumbai: Rating Company Moody's has said that @hpit
requirement for government owned Indian banks nisg r
to 8% to $ 37 hillion as the economic recovery dowlise
the demand for loans.It would be difficult for bano raise
the needed capital if the economic refers do nat lo
lower government’s holdings in banks.

RBI REVISES BASEL Il CAPITAL NORMS, HALVES
MATURITY TO 5 YEARS:

Mumbai: The reserve bank today issued revised fimadi
guidelines for raising non-equity

regulatory cabita

instruments by banks under the stringent Basel Il
framework under which lenders can issue tier 2tahpiith

a minimum original maturity of 5 years as again3tygars
now. “ banks can also issue tiéf 2apital instruments with

a minimum maturity of at least 5 years comparedL®
years at present” the central bank said late this.

BASEL Ill: banks may raise RS 3 trillion in non-eor
capital by FY 17.

Mumbai: Rating agency ICRA on Tuesday said banks
would have to map up RS 3 trillion (RS 3 lakh cjoire
non-equity debt over the next three years as thgyate to
the capital intensive BASEL-Ill framework. “Bankoth
public and private sector ones, are expected teis®n-
equity capital bonds of RS 2.5-3 trillion over thext three
years till FY 17",

Table 7 Bank wise Capital Adequacy Ratio of sclheedommercial Banks

BANK-AWISE CAPITAL ADEQUACY RATIO (CRAR) OF
SCHEDULED COMMERCIAL BANKS - 2012 AND 2013
(Per cent)
CRAR (as on March 31)
2012 2013
Bank Name Baseld Basel-ll Basel Basel-l
Tierd T'ﬁr' Total | Tied T'ﬁr' Total | Tierd T'lfr' Total | Tierd T'l‘fr' Total
(] (4] (3) ) 3) (6) @) (8) ) {10y (a1 (12}

SBI and its Associates
State Bank of India 550 | 3.585 12.056 9.79 4.07 13.88 823 299 11.22 9.49 3.43 12.92
State Bank of Bikaner & Jaipur 909 | 3.72 12.81 9.76 4.00 13.76 8.85 2.96 11.81 911 3.05 12.16
State Bank of Hyderabad 879 | 3.60 12.39 9.62 3.94 13.56 888 3.00 11.88 925 3.11 12.36
State Bank of Mysore 817 | 305 11.22 918 337 12.55 8 41 278 11.19 887 292 11.79
State Bank of Patiala 7.54 | 3.25 10.79 .60 3.70 12.30 7.15 277 9.92 5.02 3.10 11.12
State Bank of Travanc ore T.72| 3.46 11.18 9.35 4.20 13.55 65.83 261 9.44 8.46 3.24 11.70
Nationalised Banks §
Allahabad Bank . B -- 913 370 12.83 . B .. 805 298 11.03
Andhra Bank 5.45| 3.89 12.34 9.03 4.15 13.18 8.16 310 11.26 852 3.24 11.76
Bank of Baroda . .. .. 10.83 3.84 14.67 . . . 1013 317 13.30
Bank of India 520 | 3.28 11.57 .59 3.36 11.95 842 293 11.35 &§.20 2.62 11.02
Bank of Maharashtra 750 | 3.75 11.25 8.31 4.12 12.43 7.03 4.69 11.72 [E=Ti 5.02 12.59
Canara Bank . .. .. 10.35 3.4 13.78 . . .. 977 263 12.40
Central Bank of India 7.50 | 4.46 11.86 7.79 4.61 12.40 7.95 3.38 11.33 8.09 3.40 11.49
Corporation Bank T7.65 | 4.29 11.84 §.33 4.67 13.00 7.69 3.69 11.38 833 4.00 12.33
Dena Bank . - .. &.86 265 11.51 . . .. 7.26 377 11.03
IDBl Bank Lid. T7.37 | 547 12.84 8.38 620 14.58 7.06 5.03 12.09 768 5.45 13.13
Indian Bank 1047 | 2.20 12.67 11.13 234 13.47 9.64 1.95 11.59 10.88 2.20 13.08
Indian Owerseas Bank 749 | 4.46 11.85 .35 4.97 13.32 7.07 3.67 10.74 7.80 4.05 11.85
Criental Bank _of Commerce 876 | 2.23 11.01 10.12 287 12.69 8.20 255 10.75 918 2.866 12.04
Punjab and Sind Bank 8.26 | 455 12.81 8.55 4.71 13.286 8.25 4.46 12.71 8.38 4.53 12.91
Punjab Mational Bank 8.52 | 3.07 11.59 925 3.35 12.63 Q.42 286 12.28 976 2.96 12.72
Syndicate Bank . - 10.81 5.04 3.30 12.24 . . 11.12 8.96 3.63 12.59
UCO Bank T7.23] 3.80 11.03 5.09 4.26 12.35 T7.96 4.47 12.43 9.06 5.09 14.15
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Union Bank of

India 8.37| 3.48| 11.85 8.23| 3.22| 1145
United Bank of

India 7.26| 3.22| 10.48 8.79| 3.90| 12.69 7.04| 2.73 9.77 8.40| 3.26| 11.66
Vijaya Bank 8.13| 2.83| 10.96 9.68| 3.38| 13.06 7.23| 2.35 9.58 8.54| 2.78| 11.32
Old Private

Sector Banks

Catholic Syrian

Bank . . . 8.83| 2.25| 11.08 “ . . 9.62| 2.67| 12.29
City Union Bank 10.06| 0.75| 10.81| 11.69| 0.88| 1257 | 10.88| 0.58| 1146 | 13.27| 0.71| 13.98
Dhanlaxmi Bank 6.88| 1.91 8.79 7.42| 2.07 9.49 7.20| 2.69 9.89 8.05| 3.01| 11.06
Federal Bank 12.74| 1.09| 1383 | 15.86| 0.78| 16.64| 12.13| 0.96| 13.09 | 14.09| 0.64| 14.73
ING Vysya Bank 11.23| 2.77| 14.00 10.49| 2.75| 13.24
Jammu & Kashmir

Bank 10.43| 2.10| 1253 | 11.12| 2.24| 1336 | 10.44| 1.90| 1234 | 10.86| 1.97| 1283
Karnataka Bank .| 10.86| 1.98| 12.84 10.51| 2.71| 13.22
Karur Vysya Bank 1164 | 13.12| 1.21| 14.33 13.10| 1.31| 1441
Lakshmi Vilas

Bank 8.17| 3.91| 12.08 8.86| 4.24| 13.10 7.75| 2.68| 10.43 9.15| 3.17| 12.32
Nainital Bank 13.79| 0.44| 1423 | 14.62| 0.47| 15.09| 13.90| 0.44| 1434 | 13.99| 0.44| 1443
Ratnakar Bank 22.33|0.36| 2269 | 22.83| 0.37| 23.20| 16.13| 0.29| 16.42| 16.82| 0.29| 17.11
South Indian Bank] 9.60| 2.04| 11.64| 11.54| 2.46| 14.00 9.94| 1.52| 1146 | 12.05| 1.86| 1391
Tamilnad

Mercantile Bank 12.13| 0.62| 12.75| 13.98| 0.71| 14.69| 12.94| 0.61| 1355| 14.33| 0.68| 15.01
New Private

Sector Banks

Axis Bank 9.45| 4.21| 13.66 12.23| 4.77| 17.00
Development

Credit Bank 13.27| 1.53| 14.80| 13.81| 1.60| 1541 | 12.14| 0.95| 13.09 | 12.62| 0.99| 1361
HDFC Bank 11.04| 467| 1571| 11.60| 4.92| 1652 | 10.51| 5.43| 1594 | 11.08| 5.72| 16.80
ICICI Bank 11.09| 5.17| 16.26| 12.68| 5.84| 1852 | 11.50| 5.40| 1690 | 12.80| 5.94| 18.74
Indusind Bank 11.37| 2.48| 13.85 13.00 | 13.78| 1.58| 15.36
Kotak Mahindra

Bank 14.84| 1.67| 1651| 15.74| 1.78| 1752 | 13.90| 1.26| 1516 | 14.71| 1.34| 16.05
Yes Bank 9.90| 8.00| 17.90 9.50| 8.80| 18.30
Foreign Banks

AB Bank 46.27| 1.05| 4732 | 33.60| 0.76| 3436| 37.84| 0.32| 3816 | 18.94| 0.16| 19.10
Abu Dhabi

Commercial Bank 80.00f 0.88| 80.88 65.91| 0.91| 66.82
American Express

Banking Corp. 18.70| 0.60| 19.30 17.61| 0.56| 18.17
Antwerp Diamond

Bank 20.71| 9.64| 3035| 17.47| 8.13| 2560 | 26.41| 10.93| 37.34| 23.14| 9.58| 32.72
Australia and New| 28.20| 0.37| 28,57 | 25.17| 0.33| 2550 | 27.72| 0.40| 28.12| 26.02( 0.37| 26.39
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Zealand Banking

Group

Bank Internasiona

Indonesia 457.82 .. | 457.82 " " . | 439.31 .. | 439.31 . " .
Bank of America 18.71| 0.41| 1942 | 17.21| 0.38| 1759 | 19.53| 0.42| 19.95| 18.02| 0.38| 18.40
Bank of Bahrain &

Kuwait 38.18| 0.42| 38.60 34.25| 0.45| 34.70
Bank of Ceylon 95.31| 1.27| 96.58 70.20| 1.25| 71.45
Bank of Nova

Scotia 16.44| 7.56| 24.00| 10.23| 4.70| 1493 | 16.40| 5.00| 21.40 9.16| 2.79| 11.95
Bank of Tokyo-

Mitsubishi UFJ o . .| 44.83| 6.77| 51.60 . . .| 33.76| 10.77| 4453
BNP Paribas 11.91| 3.87| 1578 | 11.09| 3.61| 14.70| 12.43| 3.27| 1570 | 10.94| 2.88| 13.82
Barclays Bank 14.45| 0.54| 14.99 18.44| 0.65| 19.09
Chinatrust

Commercial Bank| 53.05| 0.52| 5357 | 44.34| 0.44| 44.78| 40.26| 0.45| 40.71| 34.74| 0.38| 35.12
Citibank 1658 | 15.15| 0.88| 16.03 16.10 | 14.81| 1.09| 15.90
Commonwealth

Bank of Australia | 86.76| 0.21| 86.97 | 78.10| 0.19| 78.29 | 68.68| 0.33| 69.01 | 63.47| 0.30| 63.77
Credit Agricole . .| 17.82| 10.48| 3.86| 14.34 . .| 2194 | 13.06| 4.21| 17.27
Credit Suisse AG | 157.65| 0.71| 158.36 | 117.49| 0.53| 118.02 | 65.39| 0.47| 65.86| 59.64| 0.43| 60.07
DBS Bank 8.43| 458| 13.01 9.32| 5.06| 14.38 8.57| 3.47| 12.04 9.25| 3.74| 1299
Deutsche Bank 1510 | 13.27| 0.85| 14.12 1533 | 13.39| 0.69| 14.08
FirstRand Bank 61.22| 0.25| 61.47 47.50| 0.34| 47.84
Hongkong &

Shanghai Banking

Corporation 14.83| 1.21| 16.04 15.70| 1.40| 17.10
HSBC Bank Omar

S.A.0.G 37.23| 14.78| 52.01 44.49| 11.27| 55.76
Industrial and

Commercial Bank

of China 240.92| 0.09| 241.01 | 240.92| 0.09| 241.01| 80.31| 0.23| 80.54| 69.24| 0.19| 69.43
JPMorgan Chase

Bank 23.41| 0.55| 23.96 26.32| 0.57| 26.89
JSC VTB Bank o . ..| 86.52| 0.44| 86.96 . . ..| 65.97| 0.48| 66.45
Krung Thai Bank | 76.42| 5.19| 81.61| 61.32| 1.25| 6257 | 58.40| 4.26| 6266 | 53.32| 1.25| 5457
Mashregbank 54.81| 0.56| 55.37 49.20| 0.42| 49.62
Mizuho Corporate

Bank 66.63| 0.37| 67.00| 59.94| 0.33| 60.27 47.68| 0.43| 48.11
National Australia

Bank 423.74 423.74 95.57| 0.51| 96.08
Rabobank

International 116.92| 0.37| 117.29 | 123.47| 0.39| 12386 | 65.49| 0.34| 6583 | 69.97| 0.37| 70.34
Royal Bank of 9.38| 3.08| 12.46 10.99| 3.51| 1450
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Scotland

Sberbank . . .. | 329.86| 0.00| 329.86 . . .. | 193.98 .. | 193.98
Shinhan Bank 55.73| 1.25| 56.98 | 39.35| 0.91| 4026 | 47.82| 1.25| 49.07| 33.52| 0.96| 34.48
Societe Generale | 39.69| 0.88| 4057 | 35.82| 0.79| 36.61| 30.17| 0.90| 31.07| 28.50| 0.85| 29.35
Sonali Bank 16.50| 0.31| 16.81 12.69| 0.22| 1291
Standard

Chartered Bank 9.48]| 3.33| 1281 8.19| 2.86| 11.05| 12.88| 3.17| 16.05| 10.45| 2.55| 13.00
State Bank of

Mauritius 35.06| 1.43| 36.49| 37.52| 1.50| 39.02| 52.14| 1.28| 5342 | 53.71| 1.30| 55.01
Sumitomo Mitsui

Banking

Corporation . " . " " . " . .. | 625.69 .. | 625.69
UBS AG 49.70| 0.13| 4983 | 53.61| 0.14| 53.75| 48.71| 0.31| 49.02 | 52.53| 0.33| 52.86
United Overseas

Bank 205.80 205.80 154.60| 0.16| 154.76
Westpac Banking

Corporation " . 280.02| 0.04| 280.06
Woori Bank 421.70 421.70 163.28 163.28
Note: $ includes

IDBI Bank Ltd.

Source:Annual
Accounts of banks
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113 9.90% 3.25% 3.B8% 5.48%

31.80% B52 207

Allahabad Bank 1,38961 1,83,270

&ndhra Bank 3,81,772 147519 2353% 414 181 107 10.26% 2.19% 3.89% 5.98%
Axis Bank 2,30,535 2,72,004 40.00% 387 3530 1667 15.53% 3.88% 0.44% 134%
Bank of Baroda 3,81,772 551,649 2513% 1118 3171 11,683 1362 11.91% 2.35% 1.58% 3.11%
Bankof Indiz 3,81,566 500,875 2B.40% 1355 1253 11,320 BOF 59.98% 2.16% 2.14% 3.28%
Canara Bank 3,02,964 428976 24.15% 9B 1749 11728 807 10.23% 2.36% 2.03% 2.67%
Central Bankofindiz 1,856,047 240,782 33.01% 782 111  £928 192 9.52% 2.87% 3.60% 6.15%
City Union Bank 16,153 22,383 18.14% 73 182 754 99 1451% 3.32% 128% 191%
CorporationBank 1,365,294 1,89,718 18.39% 466 13.82 5215 231 11.21% 1.83% 2.71% 3.96%
DCB Bank 8291 10552 2538% 37 176 143 45 13.63% 3.71% 0.97% 1.78%
Fadaral Bank 45012 61,815 30.75% 131 257 1,828 220 15.16% 3.25% 0.68% 2.22%
HDFC Bank 312,100 372,074 43.00% 483 920 13,071 2233 15.10% 4.40% 0.30% 1.07%
ICICI Bank 3,47,067 3,35767 3950% 726 2420 20,008 2832 17.39% 3.40% 0.99% 3.05%
D8I Bank 1,84581 210,343 20.97% 822 066 7,233 106 11.78% 170% 2.87% 5.64%
Indian Bank 1,17,655 155336 29.18% 430 446 4,144 307 13.28% 2.44% 2.48% 401%
Indian OverseasBar 1,77,309 2,21,879 2450% 415 220 5,285 272 10.61% 2.24% 3.85% 5.84%
Indusind Bank 58,664 63,893 33.30% 110 7.88 2,874 421 13.11% 3.66% 0.33% 1.11%
ING Vysya 38,813 42,260 3000% 101 7.47 1627 143 1519% 352% 0.87% 2.39%
Karnataka Bank 28,837 41,783 2498% 116 645 1354 122 12.57% 2.33% 237% 3.43%
Kotk Bank 77,076 59,603 31.00% 27 905 5007 698 18.13% 5.00% 0.81% 1.56%
LskshmiVilssBank 13422 18758 1545% 33 289 S87 28 10.49% 247% 3.19% 3.96%
PunjabNational Bar 3,47,485 4,44920 3678% 1720 3881 12,825 1405 11.52% 3.42% 3.02% 5.48%
SouthindisnBank 34,355 46489 2207% 138 093 1466 137 12.19% 272% 0.91% 1.50%

State Bank Mysore 48,564 £1,702 34.8B8% 198 15.57 1,868 75 11.16% 3.08% 2.72% 5.13%
State Bankofindiz 11,98,503 1418915 40.82% 5439 4486 40,735 3349 12.33% 3.13% 2.66% 490%

Syndicate Bank 176,442 214863 2055% 520 7.7 5523 485 10.80% 247% 1BE% 297%

UCo Bank 1,47,101 201,814 3230% 681 514 5395 521 12.30% 256% 2.33% 431%

Union Bankofindia  2,33,032 287,420 20.11% 708 4215 8548 664 10.41% 2.60% 2.46% 4.27%

Vijaya Bank 77,091 118677 1915% 129 188 3,190 161 10.46% 187% 1.77% 268%

Yes Bank 58980 76,103 2230% 237 1150 3,105 439 17.60% 3.00% 0.07% 0.33%

Grand Total 58,87.660 70.13,242 28.58% 10,543 1217 2,14,249 19939 12.63% 2.01% 1.07% 3.38%
V. REGULATIONS ON CAPITAL ADEQUACY Keeley and furlong, 1990). However, on the contrary
As is widely accepted bank capital facilitates abudfer Kohen and santomero (1980), Kim and santomero (1988
against losses and hence failure. Conventionaloagpes besanko and Kanata’'s (1996), and Blum (1999) caie@n
to bank regulation underscore the positive featdireapital that increases in capital requirements could esedlse
adequacy requirements (Dewatri pont and tirole, 4199 banks risk-taking behavior and would have pervefects
Proclivity for banks to engage in risk taking isrtailed on banking.
with limited liability as against the higher leved$ capital IMPLEMENTATION OF BASEL-III.
at risk. In this back drop, capital adequacy oliayes Under the framework, the quality and compositioh o
assume critical role in aligning the incentives depositors, capital are expected to be increased in a phasethena
bondholders and other creditors (bergeretal, 19%9%] spanning up to year 2019. While tiéf-Tapital has to be
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increased from 4.5% in 2013 to 6% by 2019, the aler
capital, including capital conservation buffers amdinter-
cyclical buffers, is required to be increased fr8&b in
2013 to 10.5% in 2019. Liquidity ratios are envisadgo be
initiated in a phased manner beginning with an olag®n
period that commenced in 2011. The introduction of
minimum standards for liquidity ratios are expectedbe
between 2014 and 2018. The most discussed leveatige
is expected to be monitored from 2011.
LOOKING BEYOND BASEL I11.
Increasing global regulation will impact the stiuret,
profitability and management of the banking andficial
industry by.
¢ Reducing the
financial crisis.
* The impact of systemic crisis.
e Systemically important institutions.
e Higher capital and liquidity requirements reduce
leverage and earnings.
e Lower risk premium.
e Capital costs.
¢ Increased demands on risk management and risk-
adjusted pricing.
« Complex risk management mandates and.
« Deployment of capital, employees and business
infrastructure.

risk of another systemic global

VI. CONCLUSION

The given points explain that top Indian banks are
maintaining adequate level of CRAR. It has beemébaut
that ICICI bank has maintained highest level of CAR
followed by HDFC and Axis bank while Bank of Indias
the lowest. This made us conclude that privateosdaanks
are in good position as compare to public banks in
maintaining higher capital adequacy ratio. On aerage
basis all the banks have CAR between 12.22% t05%8.3
which is an indicator that even implementation a8l Il
norms will not pose much difficulty for Indian banlat
least initially. Financial crisis in the world hagreased the
importance of capital adequacy requirements. Inalnihe
impact of financial crises was low due to strongitzd
structure regulatory environment. However there stii
many questions which needs to be explored e.g

* Are Indian banks successful due to BASEL IlI?

¢« How much role of Indian banks at global level?

(1]

(2]

(3]

(4]

(5]

(6]

(7]
(8]

(9]

Should we mandate foreign banks to come in only as
subsidiaries?
Where do
parameters?
In fact most of the banks have maintained their CAR
at various levels over the years depending onistke r
weight assigned to each type of loan. In the
hypothetical case of a bank having a CAR lower than
the prescribed minimum, it will be exposed to geeat
financial risk which can lead to its collapse.

Indian banks stand on efficiency
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