GOVERNMENTOF INDIA
MINISTRYOF FINANCE
DEPARTMENTOF FINANCIAL SERVICES
LOK SABHA
UNSTARRED QUESTIONNO. 2363

TOBE ANSWEREDON THE 8™ JULY2019/ ASHADHAL17, 1941 (SAKA)

Maintenance of CARby Banks
2363. SHRIRAHUIRAMESHSHEWALE: SHRIBHARTRUHARMAHTAB:

Willthe Ministerof FINANCEDbe pleased to state:

(2) whether the Public and Private Sector Banks have maintainedthe required Capital Adequacy Ratio
(CAR)despite negative effects of economic slowdown,depreciationof rupee, inflationarypressures and high
domestic interest rates on their asset quality,profitabilityand capital duringthe currentyear,if so, the details
thereof;

(b) whetherthe Reserve Bank of Indiais of the viewthat the gross NPAsof the said bankshave reachedto
an alarminglevel due to no improvementin macro-economicsituationdespite several measures taken by the
Government,f so, the detailsthereof;and

(© whetherthe CreditRating Agencies have downgradedthe ratingof Indian BankingSector due to their
stressed asset quality,if so, the details thereof along withthe correctivesteps taken by the Governmentin this
regard?

ANSWER

THE MINISTEROF STATEFORFINANCE
(SHRIANURAGINGHTHAKUR)

() and (b): As per RBI guidelines,banks are requiredto maintaina minimumCapitalto Risk-weightedAssets
(CRAR)of 9% on an ongoingbasis. As on 31.3.2019, all Public Sector Banks (PSBs) and Private Sector Banks
meet this minimum CRAR requirement.As per RBI’s Financial StabilityReport (FSR) of June 2019, as on
31.3.2019,the CRAR for Scheduled CommerciaBanks (whichincludeboth PSBs and PrivateSector Banks) and
PSBs was 14.3% and 12.2% respectively.

As per FSR of June 2019, growthof gross non-performingassets (NPAs) has deceleratedacross all bank groups,
includingPSBs, and further,due to the increased pace of recognitionof NPAs, NPAs in the bankingsystem
peaked in March 2018 and have since declined to 9.3% in March 2019, signallinga turnaroundin the NPA
cycle.In addition,underthe baselinescenario of macro-stresstests for credit,FSR has projectedfurtherdecrease
in the gross NPA ratio of all Scheduled CommercialBanks to 9.0% by March 2020, driven by a decline in the
gross NPA ratiosof PSBs' from 12.6% to 12.0% over the same period.

(¢): As per the Securitiesand Exchange Board of India (CreditRating Agencies) Regulations,1999, credit rating
agencies rate securitiesoffered by way of publicor rightsissue. Accordingly¢redit ratingagencies rate securities
and not industry However,recent credit ratingagency reportshave highlightedseveral positiveaspects regarding
the Indian Bankingsector includingsnter-alia, the following:
(i) CRISIL,a subsidiaryof the leadinginternationakreditratingagency S&P Global,in its articletitled ‘Bank
NPAs to shrink 350 bps to ~8%by March 2020’, has stated: “Asset qualityof banks should witness a
decisive turnaroundthis fiscal with gross non-performingassets (NPAs) reducingby 350 basis points (bps)
over two yearsto ~ 8%by March 2020 comparedwitha peak of ~11.5%in March2018 and 9.3% in March
2019...PSBs shouldsee theirgross NPAsclimbdownover 400 bps to ~ 10.6%by March 2020.”
(i) ICR A an associate of the leadinginternationakredit ratingagency Moody’sInvestor Service, in its report
titled ICRALooks at Sectoral DevelopmentProspects for NDA 2.0°, has stated: “The GNPAsand NNPAs

of PSBs is expectedto declineto 8.1-8.4% and 3.5-3.6% by March2020.”



