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	13
	1.10.4
	Foreign Branches
	Canada now selectively allows foreign Banks to operate.



	34
	3.6
	Bank Mergers – Industry consolidation and convergence
	The financial crisis of 2007–2008, also known as the Global Financial Crisis 2008, is considered to be the worst financial crisis since the Great Depression of the 1930s.bailout There was a boom in the housing market and housing finance till 2006. This led to competition and sub-prime lending. The bubble burst in 2008. The Investment banker, Lehman Bros was hit badly and declared bankruptcy on 15th September, 2008, which led to unprecedented chaos in the financial markets. There was a cascading effect on small/medium Banks and many went into liquidation/merger. It threatened the total collapse of large financial institutions, which was prevented by  of banks by national governments. But stock markets dropped worldwide. In many areas, the housing market also suffered, resulting in evictions, foreclosures and prolonged unemployment. The crisis played a significant role in the failure of key businesses, decline in consumer wealth estimated in trillions of U.S. dollars, and a downturn in economic activity leading to the 2008–2012 global recession and contributing to the European sovereign-debt crisis. 



	100
	8.3
	Basel III
	Basel III Capital Regulations is being implemented with effect from April 1, 2013 in a phased manner. The detailed guidelines has been incorporated in the  “Master Circular - Basel III Capital Regulations”, the latest being dated 01.07.2014



	115
	9.7
	Basle Committee Guidelines
	Basel III reforms are the response of Basel Committee on Banking Supervision (BCBS) to improve the banking sector’s ability to absorb shocks arising from financial and economic stress, whatever the source, thus reducing the risk of spill over from the financial sector to the real economy. During Pittsburgh summit in September 2009, the G20 leaders committed to strengthen the regulatory system for banks and other financial firms and also act together to raise capital standards, to implement strong international compensation standards aimed at ending practices that lead to excessive risk-taking, to improve the over-the-counter derivatives market and to create more powerful tools to hold large global firms to account for the risks they take. For all these reforms, the leaders set for themselves strict and precise timetables. Consequently, the Basel Committee on Banking Supervision (BCBS) released comprehensive reform package entitled “Basel III: A global regulatory framework for more resilient banks and banking systems” (known as Basel III capital regulations) in December 2010.


	119 to 124 
	2.1
	Definitions – Non-performing Assets
	With a view to adopting the Basel Committee on Banking Supervision (BCBS) framework on capital adequacy which takes into account the elements of credit risk in various types of assets in the balance sheet as well as off-balance sheet business and also to strengthen the capital base of banks, Reserve Bank of India decided in April 1992 to introduce a risk asset ratio system for banks (including foreign banks) in India as a capital adequacy measure. Essentially, under the above system, the balance sheet assets, non-funded items and other off-balance sheet exposures are assigned prescribed risk weights and banks have to maintain unimpaired minimum capital funds equivalent to the prescribed ratio on the aggregate of the risk weighted assets and other exposures on an ongoing basis. Reserve Bank has issued guidelines to banks in June 2004 on maintenance of capital charge for market risks on the lines of ‘Amendment to the Capital Accord to incorporate market risks’ issued by the BCBS in 1996.

The BCBS released the "International Convergence of Capital Measurement and Capital Standards: A Revised Framework" on June 26, 2004. The Revised Framework was updated in November 2005 to include trading activities and the treatment of double default effects and a comprehensive version of the framework was issued in June 2006. 

Consequent upon Financial Crisis of 2008, During Pittsburgh summit in September 2009, the G20 leaders committed to strengthen the regulatory system for banks and other financial firms and also act together to raise capital standards, to implement strong international compensation standards aimed at ending practices that lead to excessive risk-taking, to improve the over-the-counter derivatives market and to create more powerful tools to hold large global firms to account for the risks they take. For all these reforms, the leaders set for themselves strict and precise timetables. Consequently, the Basel Committee on Banking Supervision (BCBS) released comprehensive reform package entitled “Basel III: A global regulatory framework for more resilient banks and banking systems” (known as Basel III capital regulations) in December 2010.

These new global regulatory and supervisory standards mainly seek to raise the quality and level of capital to ensure banks are better able to absorb losses on both a going concern and a gone concern basis, increase the risk coverage of the capital framework, introduce leverage ratio to serve as a backstop to the risk-based capital measure, raise the standards for the supervisory review process (Pillar 2) and public disclosures (Pillar 3) etc.

The detailed guidelines have been incorporated in the “Master Circular - Basel III Capital Regulations” dated 01.07.2014



	133
	10.3
	Capital Adequacy
	The detailed guidelines have been incorporated in the “Master Circular - Basel III Capital Regulations” dated 01.07.2014



	145
	11.3
	Basle Committee – Capital Adequacy for Forex Open positions
	The detailed guidelines have been incorporated in the “Master Circular - Basel III Capital Regulations” dated 01.07.2014



	194
	14.2
	World Bank Group – Membership
	Presently the World Bank has the membership of 188 countries.
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	14.3
	International Bank for Reconstruction and Development - Membership
	The International Bank for Reconstruction and Development was created in 1944 to help Europe rebuild after World War II. Today, IBRD provides loans and other assistance primarily to middle income countries. IBRD is the original World Bank institution. It works closely with the rest of the World Bank Group to help developing countries reduce poverty, promote economic growth, and build prosperity. IBRD is owned by the governments of its 188 member countries, which are represented by a 25-member board of 5 appointed and 20 elected Executive Directors. 



	199
	14.6
	Multilateral Investment Guarantee Agency - Membership
	Multilateral Investment Guarantee Agency (MIGA) membership consists of  Category–I - 25 developed/industrialized countries and Category-II – 156 developing countries.
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	14.7
	Finance from International Finance Corporation 
	Since 1956, IFC has invested in 346 companies in India, providing over $10.3 billion in financing for its own account and $2.9 billion in mobilization from external resources. As of June 30, 2014, IFC's committed portfolio in India stood at $4.7 billion, making India IFC's largest portfolio exposure.


	205
	15.2
	IMF – Member Votes
	The Board of Governors, the highest decision-making body of the IMF, consists of one governor and one alternate governor for each member country. The governor is appointed by the member country and is usually the minister of finance or the governor of the central bank. All powers of the IMF are vested in the Board of Governors. Quota and voting shares will change as eligible members pay their quota increases. At the present time all 188 members are participants in the Special Drawing Rights Department. Voting power varies on certain matters pertaining to the General Department with use of the Fund's resources in that Department.


	215
	16.7
	ADB - Membership
	From 31 members at its establishment in 1966, ADB has grown to encompass 67 members - of which 48 are from within Asia and the Pacific and 19 outside.


	220
	17.2
	BIS - A Bank for Central Banks – Membership


	60 member central banks or monetary authorities
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	18.12
	Financial Crisis 2008
	Between 1997 and 2006, the price of the typical American house increased substantially. During the two decades ending in 2001, the national median home price ranged from 2.9 to 3.1 times median household income. This ratio rose to 4.0 in 2004, and 4.6 in 2006. This housing bubble resulted in quite a few home-owners refinancing their homes at lower interest rates, or financing consumer spending by taking out second mortgages secured by the price appreciation. The term sub-prime refers to the credit quality of particular borrowers, who have weakened credit histories and a greater risk of loan default than prime borrowers. The value of U.S. subprime mortgages was estimated at $1.3 trillion as of March 2007, with over 7.5 million first-lien subprime mortgages outstanding. In addition to easy credit conditions, competitive pressures and some government regulations contributed to an increase in the amount of subprime lending during the years preceding the crisis. Major U.S. investment banks and, to a lesser extent, government-sponsored enterprises like Fannie Mae and Freddie Mac played an important role in the expansion of higher-risk lending. The April 2004 decision by the U.S. Securities and Exchange Commission (SEC) to relax the net capital rule, also encouraged the largest five investment banks to increase their financial leverage and aggressively expand their issuance of mortgage-backed securities, under securitization. In addition to considering higher-risk borrowers, lenders offered increasingly risky loan options and borrowing incentives. Mortgage underwriting standards declined gradually during the boom period, particularly from 2004 to 2007.
Easy credit, and a belief that house prices would continue to appreciate, had encouraged many subprime borrowers to obtain adjustable-rate mortgages. These mortgages enticed borrowers with a below market interest rate for some predetermined period, followed by market interest rates for the remainder of the mortgage's term. Borrowers, who could not make the higher payments once the initial grace period ended, would try to refinance their mortgages. Refinancing became more difficult, once house prices began to decline. Borrowers who found themselves unable to escape higher monthly payments by refinancing began to default. During 2007, lenders had begun foreclosure proceedings on nearly 1.3 million properties, a 79% increase over 2006. This increased to 2.3 million in 2008, an 81% increase vs. 2007. As of August 2008, 9.2% of all mortgages outstanding were either delinquent or in foreclosure. By September 2008, average U.S. housing prices declined by over 20% from their mid-2006 peak.
American homeowners, consumers, and corporations owed roughly $25 trillion during 2008. American banks retained about $8 trillion of that total directly as traditional mortgage loans. Bondholders and other traditional lenders provided another $7 trillion. The remaining $10 trillion came from the securitization markets. The securitization markets started to close down in the spring of 2007 and nearly shut-down in the fall of 2008. More than a third of the private credit markets thus became unavailable as a source of funds. From February, 2008, the securitization markets remained effectively shut, with the exception of conforming mortgages, which could be sold to Fannie Mae and Freddie Mac.

The fall in asset prices (such as subprime mortgage backed securities) caused the equivalent of a bank run on the U.S. shadow banking system, which includes investment banks and other non-depository financial entities. Default or credit risk was passed from mortgage originators to investors using various types of financial innovation. This became known as the "originate to distribute" model, as opposed to the traditional model where the bank originating the mortgage retained the credit risk. In effect, the mortgage originators were left with nothing which was at risk, giving rise to moral hazard in which behavior and consequence were separated.

This caused the Investment Banks to suffer heavily. It threatened total collapse of large financial institutions. A large Investment Bank, Lehman Brothers, could not survive the onslaught and declared bankruptcy on 15th September, 2008. There was a cascading effect on the financial market and many financial institutions went into liquidation/merger. Bailout of banks by national governments/ Central Banks prevented collapse of many more, but stock markets dropped worldwide. 

The analysts attributed the reasons for the turmoil to: 

· Mortgage regulation was too lax and in some cases non-existent; 
· Capital requirements for banks were too low; 
· Trading in derivatives such as credit default swaps posed giant, unseen risks; 
· Credit ratings on structured securities such as collateralized-debt obligations were deeply flawed; 
· Bankers were moved to take on risk by excessive pay packages; 
· The government’s response to the crash also created, or exacerbated, moral hazard, markets expected that big banks won’t be allowed to fail, weakening the incentives of investors to discipline big banks and keep them from piling up too many risky assets again.
The effect of the crisis reflected in the stringent regulations under Basel III.
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	19.9.4
	UCPDC
	The ICC Commission on Banking Technique and Practice approved UCPDC 600 (UCP 600) on 25 October 2006. The rules were made effective from 1 July 2007.. There are 39 Articles in UCP 600.

The articles are discussed in detail in Unit 4 of the Institute’s publication “BANK FINANCIAL MANAGEMENT”
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	20.2
	Indian Bank Branches Abroad
	As on 30.09.2013 Overseas offices of Indian Banks abroad were as under:

Branches:                                     172

Subsidiary:                                     25

Joint Venture Bank:                         7

Representative Office:                   55

Other office:                                   29

Total:                                            288




