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Ganking Sector in india Challenges for Future

Prof. Manaji 15 Pagur

Hon. Business ECO

=¥ KT, Arts, Bcience and Commerce College
Deolali Camp {Nashik)

Ihe decades of the 1980°s and 1990°s and the first decades of the present country have
'.n.Z-r.:-.-W.:d sevenal finpncial crizses arcund the world,

_ In this crises Indian banking remained safe. Reforms of banking sector in India fn 199
f srovided necessary platfom to the banking Sector to operate on the basis of operational flexibility

[ functional autenomy thereby enbancing efficicncy, productivity and profitahility.

‘The Reformis brought oot structural changes in the financial sector cased external

[ marningg in their eperations, introduced transpareacy in reporting producers, restrusturing and

Preespitlization and increased sompetitiveness in banking scetor. Advancement of Information

i existing customers. Rendering better value ag

I'I"-iﬂfﬂf&ﬂ':-' has become one of the important pillars of banking revolution. All these have cremed
gt of cpportunities for banking business in India and also invited following muny challenpes for
fine hanks.,

eregulation

-J

Danking sector in India has undergone a major transformation attributable to changes in
stop deregulation. Absolutely regulated seller market has been shified 1o deregulated

g ustomers market. The contimuows deregulation has made the banking markes eS|y

ftarpctitive with greater awtonomy operational flexibility, decontrolied interest rate and liberalized
fheres for foreign exchange. The deregulation of the industry coupled with decontrol in Inicresi
pites has led 1o entry of number of private and forcign players in the banking industry at the same

e reduced corporate credit off take thanks to sluggish economy has resulted in large number of

'- smpetitors bathing for the same pic,

- Compedition

=
- =

The banking sectors reforms measures privileged status during the pre liberalization era

;!fl: sildenly pushied through the competitive ambiance. The new seats of private and foreign
itinks brought customers driven products and services, They have further intensified the inter

tmpetition and also posed a threat to the operation of public sector banks in respect of retaining

o tailor made services, innovative

Hichnology based fast services and market shargf
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Ot oif the santemipomry biggest challenges of banking sector iy e WPA - NpAS
are 1o be kept within the tolerance level of the bank a5 because it is the inevitable buarden of any
bank. fn ease banks wre incapihle of BEhemtmg camings owing to NFA= It will b shortly pursilioi
tis the hanks in 1o bLispaiddiny erunch, 50 ks should not grant lonns due o politheal Preisure but ihe
lsans be pranted offer afie judging the credil wonthiness of the customers, !

Ensuring Finuneial Toneliws g

In our country various stiudies have proved that caly 6% o
branch, Theorefore banks will bhave 1o work hard fioy finnncial inclusion. The sural Gaunedal system
should be strengthened 1o emerge n: “One Stop Shop™ for varioys t¥pes of financind producis asd \
services in the rural areas. New tsnsnctions, cost reducing technolegy, legal push g changed |
attitude of bankers only can i banking within the reach of &l *Financial inclusion must got bea
'E_ choice but a challenge” to a1l credii delivery agencies and rurgl poor as well,
|

Fihe 600000 willages hus B

Irofita biliiy ]

Frofit is the most crucial perameter of jedging the health of g bank. The most diree :ust '
of profitability changes is mcreasing competition and nrewing of spreads and jis bmpact on the S

i profitability of banks, The challenges for banks is how 10 inanage with thinning margins while o
: the same time working to improve prodictivity which remains fow ip relation 1o global standards.

1
Risk Management '

et the environment in which Iondian banks will

1,’ In the coming years two big forces will defj
i‘ calbed upon 10 operate,

a) Rapidly globalizing India.
b} a flercely competitive Indusiry,

Indisn banks will have 1o upgrade their risk mana :
1 acrucial role in managing the these risk. In this repard an important ant fesson throw by the crisis
is that in additian 1o maREEing mong effectively the traditional risk and markes risk. In this cotext, |
banks also need 1o manage some new risk that is reputation risk, countemarty credit risk, liquidicy
risk, inferest rates rsk and ntroducing technology driven management inlsrmation syslgms.
Technoloay

i There has been 2 sea change in the operations oFbanking in the midst of It revalution The
nature of banking activities got shifted from traditional class banking to mas bankisg,
commission hanking, electronic banking, universal, c[ir kinp, many inoovative solutions hyve E
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foon deseloped i redarned and e-hunking, tcle banking, in-bankmg, SMS banking, -lank g,
b core-Fanking, CRM has been tansformied in 1o ECRM (Electronic Customer B olabonstip
Mumgement of Technology)

Baproving Credit Flow to Raral Aveas

FEffosrts need 1o be taken o improve eredit flow to the moml aress ns slso 16 the Maorth
Eastem, nnd Cendral Regions, putting, in place an appropriate crodit delivery system to mect the
4 peeds of most disndvantaged section of the soeioty must go hand in hand with elforts o iprove

the rural productivity.

_ iligh Credil in a few Sensifive Sectors

In recent times, there has been high growth of credit to few sensitive secturs like
NIFCS, Personal Loans, Real! estate commercial loans. This trénd raises risk to the banking sccio
x: these koans may increase the asset liahility mistmatches. Therefore, careful monitoring of these

* ans n regquared.

Managing Standards and Quality

Managng standards and service quality will definitely impact customers preferences. Tha

- : s why proper attention ought to be given by the bankers to manage standard and quality.

Eu‘llm'rl::r Retentionmnd Loyalty : Intconal Customer Masagement

:: _l:'nptluirm

] ' The face of hanmking 15 changing rapidly competition is going to be tougher with banking
(B (iberalizntion. Banking sector of Indin nceds to manage all the aforesaid challenges very
¥ cffectively and efficiently with 2 view to ensure the economic growth of the country. Banking
& Cector is still 1o render services ta larpe tection of the society particularly in the rural areas. Honest
B and sincere eflorts from the bankers need 1o be put to challenge thoss problems.
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