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Big Change:
The end of Five-Year Plans: All you need to know

India sets rules to push struggling banks to combine with
rivals

By Ari Altstedter and Ameya Karve 

India’s banks, staggering under the world’s highest bad-asset ratio, may be pushed to
wind up or combine with rivals if their capital levels fall below set ratios under new guidelines issued by the country’s central bank. 

The new framework would apply to all banks operating in India, including foreign lenders, according to a document posted Thursday on
the Reserve Bank of India’s website. Along with capital levels, the guidelines will assess a bank’s asset quality, profitability and debt
levels and allow the RBI to mandate a range of corrective actions, from requiring the owners or parent to bring in fresh capital, to
restricting branch expansion both at home and overseas, to curtailing management compensation and director’s fees, according to the
statement. 

“It’s a decisive step toward a consolidation in the Indian banking industry and allows lenders to emerge stronger," Hyderabad-based
Rajendra Prasad, an analyst at Karvy Stock Broking Ltd., said by phone. “Lenders will now have to follow best practices in lending,
regardless of whether they are state-owned or private, and these steps by the RBI set a path to the survival of the fittest in the industry.” 

Asia’s third-largest economy is being weighed down as soured loans on bank balance sheets hinder credit growth and job creation.
Various plans proposed by the central bank to resolve bad debt have been unsuccessful with lenders reluctant to write down assets
sufficiently and company owners unwilling to negotiate repayment plans. 

Banks where capital adequacy ratio falls below the RBI’s threshold may see the firm being merged, or wound up, according to the
document on Thursday. 

Stressed or non performing assets -- made up of bad loans, restructured debt and advances to companies that can’t meet servicing
requirements -- have risen to about 17 percent of total loans, the highest level among major economies, data compiled by the

04:05 PM | 05 JAN

MARKET STATS
CLOSED

Search for News, Stock Quotes & NAV's

https://economictimes.indiatimes.com/
https://economictimes.indiatimes.com/
https://economictimes.indiatimes.com/industry
https://economictimes.indiatimes.com/industry/banking/finance
https://economictimes.indiatimes.com/industry/banking/finance/banking
https://economictimes.indiatimes.com/indices/sensex_30_companies
https://economictimes.indiatimes.com/indices/sensex_30_companies
https://economictimes.indiatimes.com/indices/sensex_30_companies
https://economictimes.indiatimes.com/indices/nifty_50_companies
https://economictimes.indiatimes.com/indices/nifty_50_companies
https://economictimes.indiatimes.com/indices/nifty_50_companies
https://economictimes.indiatimes.com/commoditysummary/symbol-GOLD.cms
https://economictimes.indiatimes.com/commoditysummary/symbol-GOLD.cms
https://economictimes.indiatimes.com/commoditysummary/symbol-GOLD.cms
https://economictimes.indiatimes.com/markets/forex
https://economictimes.indiatimes.com/markets/forex
https://economictimes.indiatimes.com/markets/forex
http://etportfolio.economictimes.indiatimes.com/DashBoard.htm?lang=TAM
javascript:;
https://economictimes.indiatimes.com/news/economy/policy/the-end-of-five-year-plans-all-you-need-to-know-about-this-big-policy-change/articleshow/58162236.cms
https://economictimes.indiatimes.com/topic/capital
https://economictimes.indiatimes.com/topic/RBI
https://economictimes.indiatimes.com/marketstats.cms


1/7/2018 India sets rules to push struggling banks to combine with rivals - The Economic Times

https://economictimes.indiatimes.com/industry/banking/finance/banking/india-sets-rules-to-push-struggling-banks-to-combine-with-rivals/printarticle/58… 2/2

Powered by

Live Market

News

Portfolio

Mobile

Live TV

Biz Listings

Industry

Newsletters

Commodities

Speed

Blogs

RSS

About Us

Create Your Own Ad

Advertise with Us

Terms of Use & Grievance Redressal

Privacy policy

FOLLOW US
Download it from 
APP STORE

Download it from 
GOOGLE PLAY

Download it from 
Windows Store

Gold Rate Silver Price

What is Bitcoin H1B Visa

Pan Card Aadhaar Card

Bank FD Rates SBI Share Price

Infosys Share Price Sensex

Nifty Crude Oil Price

Other Times Group news sites 
इकनॉ�मक टाइ�स| ઈકોનોિમક ટાઈ�સ | Pune Mirror | Bangalore Mirror | Ahmedabad Mirror
| ItsMyAscent | Education Times | Brand Capital | Mumbai Mirror | Times Now |
Indiatimes | नवभारत टाइ�स | महारा�� टाइ�स | �ಜಯ ಕ�ಾ�ಟಕ | Go Green | AdAge India |
Eisamay | IGN India | NavGujarat Samay | Times of India | Samayam Tamil | Samayam
Telugu | Miss Kyra | Bombay Times | Filmipop 

Living and Entertainment 
Timescity| iDiva | Entertainment | Zoom | Healthmeup | Luxpresso | Gadget Reviews |
Titanium & Platinum Credit Card | Online Songs | MensXP | Hotels | Travel
Destinations | Cricbuzz | Recipes | Gaana | Happytrips | Getsmartapp 

Interest Network 
itimes

Hot on the Web 
Income Tax Slabs | Aadhaar Card | How to Save Income Tax | GST Rates | IPL
Retention List | GST | Income Tax | Sensex Today | Budget 2018 | Sensex | Income Tax
Calculator | Aadhaar 

Services 
Book print ads| Online shopping | Matrimonial | Astrology | Jobs | Tech Community |
Property | Buy car | Bikes in India | Free Classifieds | Send money to India | Used Cars
| Restaurants in Delhi | Remit to India | Buy Mobiles | Listen Songs | News |
TimesMobile | Real Estate Developers | Restaurant Deals in Delhi | Car Insurance |
Gadgets Now | Free Business Listings | CouponDunia | Remit2India | Techradar |
AliveAR | Getsmartapp App | ETMoney Finance App | Feedback 

In Case You Missed It

Copyright © 2017 Bennett, Coleman & Co. Ltd. All rights reserved. For reprint rights: Times Syndication Service

government shows. 

“As usual RBI has woken up after the horse has bolted," said Hemindra Hazari, an independent banking consultant. “Till date all of RBI’s
NPA recovery mechanisms have totally failed and this too will achieve the same result."
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