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Perspectives

The slowdown in global and domestic growth impulses in the recent past impinged on credit demand.
The asset quality, capital adequacy and profitability of scheduled commercial banks improved after a long
period of stress, although challenges emerged from other areas like non-banking financial companies and
co-operative banks. Going forward, issues such as resolution of stressed assets, weak corporate governance,
and frauds need to be addressed to reaffirm a robust financial sector that minimises systemic risks.
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Sectoral Stress
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Strengthening the NBFC Sector
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linkages between sectors. While it is necessary
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of these roles. In particular, lack of prudent

ensuring a sound and resilient housing finance

internal control mechanisms and surveillance

sector. The Reserve Bank has also undertaken

systems is limiting their ability to prevent

swift measures to address governance concerns

frauds. There is a need for an independent and
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I.16 Co-operative banks in India, which play
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the Reserve Bank has given approval for its
formation. This organisation is also expected to
provide IT infrastructure and capacity building
facilities to UCBs, and would contribute to their
strength and vibrancy.

interconnectedness with the payment systems
landscape, digital products offered by them and
assessment of cyber security risks.
I.20 The number of financially weak UCBs in
the co-operative sector has declined over the

I.22 Looking ahead, vital financial indicators
of the banking sector are gradually improving,
but concerns relating to speedier resolution
of stressed assets, corporate governance,
and frauds remain. Elevated stress in other
segments of the financial system such as
NBFCs and co-operatives—although not large
enough to have systemic implications—affects
the confidence of investors. In view of the
crucial role that the financial sector plays in
revitalising the economy, it is important to
build robust banking structures, backed by
sound balance sheets that minimise systemic
risks.

years due to the measures taken by the Reserve
Bank. The procedure of finding least disruptive
exit routes for weak UCBs that do not come
up with voluntary merger plans often become
lengthy and prolonged. Such merger plans are,
therefore, strongly encouraged to safeguard the
interest of depositors.
I.21 UCBs cannot raise capital through public
issues, limiting their ability to comply with the
regulatory requirements, even under Basel I.
In view of the pressing need for an umbrella
organisation for the sector, which can provide
liquidity and capital support to member banks,
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