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Abstract:
Retail banking serves as the most prominent interface between the banking sector and the general public.
It encompasses the provision of a wide array of banking products and services specifically tailored for
individual customers, typically for non-entrepreneurial purposes. These offerings span across both sides
of the financial ledger, encompassing fixed, current, and savings accounts on the liability side, while on
the asset side, it encompasses mortgages and various forms of loans (including personal, housing,
automotive, and educational loans). Furthermore, retail banking extends to include services such as
credit cards, depository services, and an array of supplementary para-banking products and services,
including insurance products and capital market offerings, tailored to meet the diverse needs of
individuals.
In essence, retail banking represents a pivotal stage in the evolution of banking services. While this
sector presents substantial opportunities for expansion, it is equally accompanied by formidable
challenges. Stringent regulatory requirements aimed at safeguarding consumer interests, exposure to
risks stemming from a global economic slowdown, and the ever-growing expectations of customers
necessitate continual innovation by banks for sustained growth. This article delves into various facets of
retail banking in India, with a primary focus on the challenges it faces and the most recent trends that
shape its landscape.
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Background

The retail banking sector in India is an integral component of the nation's financial landscape, reflecting
the country's economic growth and societal transformation. As one of the most dynamic and evolving
sectors within the banking industry, retail banking encompasses the provision of a diverse array of
financial products and services, tailored primarily for individual consumers. It stands as the visible face
of banking for the general public, facilitating essential financial interactions that affect the daily lives of
millions of Indians.

India's journey of retail banking is deeply intertwined with its historical, economic, and regulatory
developments. The sector has traversed a fascinating path, witnessing significant changes in response to
both internal and external forces. In the years leading up to economic liberalization in the early 1990s,
India's banking system was primarily characterized by a dominance of public sector banks, stringent
regulations, and limited competition. However, with the onset of economic reforms, the banking sector
began to open up, paving the way for private sector banks and non-banking financial institutions to enter
the retail banking arena.

The significance of this transformation cannot be overstated. Retail banking plays a crucial role in
financial inclusion, ensuring that the benefits of banking and financial services reach the masses, even in

IJFMR240323218 Volume 6, Issue 3, May-June 2024 1



https://www.ijfmr.com/

i International Journal for Multidisciplinary Research (IJFMR)

IJFMR E-ISSN: 2582-2160 e Website: www.ijfmr.com e Email: editor@ijfmr.com

remote corners of the country. This sector has been instrumental in democratizing access to banking,
thereby contributing to poverty reduction and economic empowerment.

Moreover, in the digital age, the face of retail banking is undergoing a profound transformation. The
advent of technology and the emergence of fintech businesses has upended conventional banking
structures while providing clients with greater choice and ease. The implications of this digital
transformation are vast, affecting how individuals manage their finances, interact with their banks, and
make financial decisions.

This research study seeks to provide a widespread examination of the journey of retail banking in India.
It aims to explore the historical evolution, the regulatory framework that shapes the sector, the major
players and their contributions, the spectrum of products and services offered, the role of technology and
innovation, shifting customer behaviors and preferences, the challenges faced, and the promising trends
that shape the forthcoming of retail banking in India. Through this research, we aim to offer insights into
the past, present, and future of retail banking in India and its profound impact on the nation's financial
landscape.

Retail banking-

Retail banking, often referred to as personal banking, plays a pivotal role in India's ever-evolving
financial landscape. This sector caters to the diverse financial needs of individual customers, primarily
for non-business purposes, and has witnessed significant changes over the years.

In the context of retail banking, the historical foundation of the industry is rooted in mobilizing funds
from a wide array of individual depositors. Traditionally, this aspect has been the primary focus of retail
banking, specifically regarding liability products such as fixed deposits, current accounts, and savings
accounts. However, when we delve into retail banking, our attention is drawn to the asset side, which
encompasses lending operations directed at the retail customer base.

As of 2020, retail banking in India extends its offerings to include an extensive range of lending
products. These encompass mortgages, personal loans, housing loans, auto loans, and educational loans,
tailored to the financial needs of individual customers. Additionally, retail banking services have
expanded to encompass credit cards, reservoiramenities, and a suite of para-banking harvests and
amenities, including assurance products and principalbazaar offerings, designed to meet the unique
financial requirements of individuals.

India’'s financial landscape has transformed significantly, driven by an increased focus on financial
inclusion and digitalization. The government's enterprises, such as the Pradhan Mantri Jan Dhan Yojana
(PMJDY) and the push for a cashless economy, have propelled retail banking into a new era. The
expansion of banking services and the promotion of financial literacy have paved the way for millions of
unbanked and underbanked individuals to access banking services.

Furthermore, the advent of technology and the proliferation of digital channels have revolutionized the
way retail banking services are delivered. The deployment of mobile banking, internet banking, and the
use of fintech solutions have made banking services more accessible and convenient for customers. By
2020, India had witnessed a significant increase in the adoption of digital payment methods, marking a
shift from traditional banking channels to more advanced, user-friendly options.

Retail banking in India is no longer confined to brick-and-mortar branches and ATMs alone. With the
widespread use of smartphones and internet connectivity, From the convenience of their homes, clients
may check their accounts, conduct transactions, and even apply for credit cards and loans.
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In this dynamic and rapidly evolving landscape, the retail banking sector has encountered both
opportunities and challenges. The regulatory framework has adapted to accommodate these changes,
ensuring customer protection, data security, and compliance with evolving standards. The competition
among various banks, both public and private, has intensified, fostering innovation and customer-centric
approaches.

As we delve into this research, we aim to provide a comprehensive understanding of the journey of retail
banking in India up to 2020. This includes examining its historical evolution, regulatory framework, key
players, the range of products and services offered, the impact of technology and customer preferences,
challenges faced, and the latest trends that shape the future of retail banking in India. By incorporating
the data and developments up to 2020, we aim to provide an accurate snapshot of the retail banking
sector in India during this crucial period

1. Characteristics of Retail (Mass) Banking:

Retail banking is synonymous with standardized products and services, mirroring the concept of "off-
the-shelf" offerings devoid of individual customization. To draw a parallel, consider them akin to
products showcased at a proprietary retail store where what you see aligns precisely with what the price
tag specifies. This concept underscores uniformity, transparency, and the absence of discrimination in
the products and services provided. Therefore, the offerings by retail banks should ideally share these
characteristics.

Furthermore, products for retail banking are disbursed crosswisevarious channels and locations,
spanning branches, the internet, ATMs, and telephone services. For banks, the imperative lies in
ensuring the efficient delivery of these services, making accessibility a top priority. Given that retail
(mass) banking extends its reach to a broad spectrum of individuals, banks must establish the requisite
systems, structures, human resources, and processes tailored to cater to the unique dynamics,
characteristics, and behaviors of the collective target clientele.

1.1 Growing Interest in Retail Banking:

To grasp the burgeoning enthusiasm of banks for retail banking, it's crucial to first dissect the
evolutionary journey of banking. In developed markets, banking has traversed a path characterized by
three distinct phases, which closely align with the stages of economic development within their
individualdominions.

Initial Phase: In this foundational phase, banks chiefly focused on furnishing fundamental intermediation
services. Their core functions revolved around providing savings facilities, extending credit for
industrious endeavors, and facilitating essential payment facilities, comprisingsettlements.

Intermediate Phase: Beyond the services offered in the initial phase, banks in this stage ventured into
providing credit for consumption purposes. Additionally, they diversified their offerings to encompass
para-banking services such as insurance. The demand for these services predominantly emerges from a
shift in the economy's trajectory, transitioning from an investment-driven growth phase to one driven by
consumption. It is during this juncture of economic and societal development that retail banking comes
to the forefront.

Advanced Phase: Building upon the services provided during the transitional stage, banks in the
advanced stage introduce sophisticated savings and speculation products, prosperityorganization
solutions, and controlled financial instruments designed for both individuals and corporations.
Essentially, the banking system, during this phase, extends its support beyond production and
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consumption activities to include speculative endeavors. Private banking, representing an elevated form
of retail banking tailored for affluent individuals, finds relevance in this advanced stage.
As the banking sector in these developed markets matures, there's an increasing proclivity towards retail
banking. The evolving dynamics of the economy and society, coupled with a broader gamut of
economicharvests and amenities, have driven banks to expand their focus and engage with a wider
clientele, ultimately resulting in a growing emphasis on retail banking
The increasing focus on retail banking in emerging economies can be attributed to several significant
factors. Primarily, it is the shift of these economies into the intermediate phase of their financial
evolution. In the initial stages of banking development, policymakers primarily concentrated on
safeguarding the flow of bank credit to subdivisions vital for economic productivity. However, as time
has progressed and credit demand from fundamental engineering and infrastructure sectors has tapered,
regulators have become more amenable to permitting banks to extend credit for consumption purposes.
Another pivotal factor propelling the aspirations of banks toward retail banking is the accessibility of
permittingknowledge. Retail banking relies on mass construction techniques, and technological
advancements have empowered banks to establish suitable technology-driven transport channels.
Furthermore, retail banking has customary a substantial boost from regulatory and policymaker efforts to
promote inclusive growth, especially in the aftermath of the global economic crisis. Governments across
the globe regard banks as key agents in advancing the foundation of pecuniary inclusion. In India, for
instance, there has been a concerted promotion of a bank-led financial inclusion model, with retail mass
banking serving as a marching stone near achieving widespread financial presence.
Notably, banks are also increasingly drawn to retail banking due to their pursuit of fresh revenue sources
and alternative profit channels. Gradually, banks have come to recognize that commerce aimed at
serving the economically underserved is, in many respects, a more sustainable and lucrative endeavor
than commerce for wealthier demographics. As a result, they view the previously
exceptedcommonalities as a prospective birthplace of long-term profits. Marketable banks now
understand that the adage, "The future of investment is retail banking," holds significant merit.

1.3 Analysis of Retail Banking Strengths:

e Diversified Asset Portfolio: Retail banking encompasses a wide array of financial products and
services, including deposit products, home loans, and loans alongside equity shares, remortgage
loans, auto loans, bill payments, credit cards, debit cards, and more. This diversification in asset
portfolios provides banks with increased profitability and relatively lowers non-performing assets
(NPAS).

e In recent years, intense competition has led to reduced profitability and narrower spreads in
commercial loans. Simultaneously, with the deregulation and an increase in consumer loan rates, the
risk-adjusted returns in the retail sector have surpassed those in commercial lending.

e Utilizing customer relationship management (CRM) tools allows banks to enhance customer service
and quality. This, in turn, fosters customer acceptance of banking products and satisfaction,
ultimately resulting in increased profitability.

e The realm of financial services offers boundless opportunities for expansion and revolution. Banks
can engage with customs to discern their financial needs and challenges, then structure their
strategies accordingly. This involves the development of tailored products and services, effective
marketing, and their sale to meet customer needs.
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e As per capita income rises and urbanization continues to grow, people's lifestyles evolve, with
increased needs and aspirations. Retail banking plays a vital role in adapting to these changes by
offering various products and services, such as personal loans, education loans, and home loans,
which provide affordable credit to meet customers' evolving lifestyles.

e Retail banking offers banks access to valuable information and transactions. By systematically
recording customer information, banks can efficiently utilize this data to identify new market
segments and promote new services.

1.4 Weaknesses:

e Retail banking necessitates significant capital investment, as managing a wide range of products and
services requires substantial expenditure on staff and technology. This high operational cost can
erode overall bank profitability.

e Retail banking predominantly avoids the business sector, which serves as the mainstay of the Indian
budget. To enhance profitability, banks should effectively manage their shared clients by offering
lower interest rates and larger loan amounts. Corporate clients are generally more straightforward to
manage as they often have well-defined economicstrategies and schemes.

e Failure to keep pace with the latest technology can impact a bank's growth. Furthermore, staying
current with technology necessitates substantial capital investments, and if technology systems fail, it
can tarnish the bank's reputation and result in customer losses.

e Retail banking demands robust internal and external marketing strategies. The management requires
employees who can introduce and promote retail banking products effectively both within and
outside the organization

1.6-Advantages and Disadvantages of Retail Banking:

Advantages are derived from the Asset side and Resource side of retail banking.

Resource side:

e In addition to current and reserves accounts, payments in retail banking are remarkably stable,
constituting core deposits. These deposits provide a reliable source of funding for banks, ensuring a
steady and consistent flow of resources.

e Employees must possess an in-depth understanding of the products they offer to customers. The lack
of such knowledge can jeopardize even the most excellent product, leading to potential failures.
Additionally, banks must invest significantly in marketing their products to the general public, which
elevates the time and cost required to introduce these products.

Opportunities:

e Per capita income has shown an upward trend in recent years and is anticipated to continue growing
in the future. Furthermore, the earlierpeople exhibits a greater willingness to take on personal debt
compared to previous generations. Their increased purchasing power is attributed to economic
growth and the creation of more job opportunities. Additionally, India’s GDP is expected to
experience robust growth, partly due to the formation of a single-party government, as opposed to
the previous coalition government.

e The retail banking sector offers significant scope for innovation as banks strive to provide an
expanding array of products and services tailored to customer preferences. Banks can continually
adapt their goods and facilities to align with market demand, ensuring competitiveness in this
dynamic environment.
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e Retail banking presents extensive occasions in aincreasing economy like India. A global
organizationaccessing firm, A.T. Kearney, has recognized India as the "second most beautiful retail
endpoint” among 30 emergent markets, highlighting its potential as a lucrative retail banking market.

Threats:

e Escalating competition has driven banks to disburse a large number of shopper loans, including auto
loans, home loans, credit card loans, and educational loans, on lenient terms with minimal scrutiny.
This has resulted in a surge in loan repayment defaults, subsequently increasing the prevalence of
bad debts and nonperforming assets (NPA). This phenomenon was a significant factor contributing
to the global economic recession.

e A significant issue from the customer's perspective is the unsolicited contact by bank customer
service representatives at workplaces, informing customers about new goods and facilities. This
practice can cause troublesomeness to busy clienteles. Banks also bear the responsibility of
safeguarding customers' personal information and not sharing it with external entities, such as
market research groups and advertisers.

e The proliferation of information technology has given rise to various fraudulent activities, often
perpetrated through cybercrimes. Malicious actors have targeted banks and, in numerous cases,
have pinched credit card numbers, passwords, and other personal customer information. Notable
examples include the Satyam scam. Furthermore, these individuals have also engaged in website
hacking, posing a significant threat to banks' cybersecurity.

e Insummary, retail banking presents both opportunities and challenges, with its advantages rooted in
stable deposits and product knowledge. The sector is poised to benefit from rising incomes,
innovation, and a growing economy. However, threats emanate from increased loan defaults,
privacy concerns, and information technology risks. It is crucial for retail banks to navigate these
dynamics effectively to succeed in this competitive landscape.

2. Challenges:

Consumer Protection and Pricing: Retail banking faces challenges in shopper protection and pricing.
Customers often incur charges for not maintaining a minutest balance, for cheque returns, or even when
no services have been provided, resulting in negative account balances. There's a need for a fairer
system, where customers are informed and offered alternatives, such as converting their accounts to
basic savings accounts, after the first instance. The pricing of banking products and services also needs
scrutiny, as there have been instances of wealthier customers being subsidized at the expense of others.
Banks should transparently advertise Annual Equivalent Rates (AER) or Annual Percentage Rates
(APR) for their deposit and credit products. Addressing issues of mis-selling is crucial for the success of
retail banking, and regulators may become less tolerant if such concerns persist.

(@)Inadequacy of Management Information Systems (MIS): Effective decision-making in any
business relies on accurate and comprehensive information about its various aspects. Unfortunately,
Indian banks still rely on rudimentary information systems that lead to subjective, rather than data-
driven, decisions. Banks often lack basic data on the number of customers and products they have, and
segmental revenues and profits are inadequately tracked. To make pricing risk-based and enhance
decision-making, banks must invest in robust MIS systems.

(b)Understanding and Addressing KYC/AML Issues: Retail banks must address Know Your
Customer (KYC) and Anti-Money Laundering (AML) requirements comprehensively. In developed
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countries, banks have faced penalties for failing to conduct adequate due diligence on their customers,

and some Indian banks have also received penalties for similar lapses. A deep understanding of KYC

requirements is crucial, whether applied to asset-side or liability-side products. Banks should also
maintain stringent KYC due diligence when offering third-party products through their premises or
delivery channels.

(c)Risk Management: The retail banking business involves managing a large customer base across

various delivery channels, which can expose banks to significant vulnerabilities in their systems. These

vulnerabilities may arise from internal guideline inadequacies or staff non-compliance with established
procedures. Effective risk management is essential to protect both the bank and its customers from fraud,
errors, and other security breaches.

(d)Technology Adoption: The adoption of technology is essential in the retail banking sector. Banks

must continually invest in advanced technology to enhance the efficiency and security of their services.

The potential risks of cybercrimes, data breaches, and technology failures underscore the importance of

robust security measures and incident response plans. The fast-paced evolution of technology requires

banks to stay agile and adapt swiftly to remain competitive.

2.1 Addressing the Impact of Disruptive Technological Changes:

e Retail banking is currently undergoing significant technological transformations due to the
proliferation of alternative delivery channels like ATMs, the internet, and telephone banking.

e The rapid adoption of digital technologies by consumers in developing nations has led to reduced
utilization of traditional banking delivery methods.

e Banks need to prepare for this shift as the number of "technology acceptors"” begins to surpass the
"technology deniers."

e Crucial investments in appropriate technology are necessary to ensure uninterrupted, 24/7 service
availability with minimal downtime.

e Banks must also proactively tackle the increasing risk of fraudulent transactions, impersonations, and
identity theft in technology-driven channels.

e Maintaining a positive customer experience and fostering customer loyalty is of utmost importance
as these new delivery channels gain popularity.

2.2 Banking Access and Growth Potential:

e Despite the Reserve Bank of India's concerted efforts to expand banking access, more than half of
the target population remains underserved.

e The lack of access to formal financial services results in prohibitively high costs of funds for many
individuals with greater pricing freedom for loans; retail banks possess substantial growth
opportunities within India.

2.3 Transition to IFRS Compliance:

Banks are obliged to align their accounting practices with the International Financial Reporting System

(IFRS) within the next two years.

Rural Financial Education:

Numerous individuals in rural areas lack access to education and training, making it a significant

challenge for them to access fundamental banking services, including the operation of ATMs

Recommendations:

in order to maintain their supply of goods and services current with changing consumer demands. In

order to create goods that reflect shifting consumer tastes, they would need to sift through the massive
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volume of client data that is produced daily during transactions. In this situation, banks can also consider

providing their clients with a specific section of their website where they can voice any opinions or

requests.

e In order to sustain their return on equity (RoE), banks must always strive to increase their
productivity and efficiency as competition gradually drives down spreads and profitability.
Technology would be the primary enabler in achieving this goal. Even though technology has been
available and used in the banking industry for more than 10 years, the RBI feels that its full potential
has not yet been reached. Technology may help with all aspect of banking operations, including
strategy, planning, processing, delivery, monitoring, and follow-up. There is a perception that the
banks who can swiftly imagine a technology-driven, economical distribution model for their goods
and services would ultimately emerge as the biggest winners.

e The advancement of retail banking efforts requires the development of standardized products and
services. Retail lending has emerged as a remarkable global innovation in the commercial banking
industry in recent times. A number of micro-level supply-side and demand-side factors, the changing
macroeconomic landscape, financial sector reform, and the quick advancements in information
technology are all responsible for the rise in retail lending, particularly in emerging nations. The use
of scoring models in the retail lending setting would reduce the subjective component and expedite
the decision-making process. Today's mass retail banks would also need to strategize a transition
from class banking to entrepreneurial banking over time.

e The banks' level of service quality will be yet another important differentiation. In the end, the banks'
ability to serve their clients better would be the key to increasing their revenue.

3 Basel Committee:

The Basel Committee on Banking Supervision created the Basel Norms, sometimes referred to as the
Basel Accords, which are global banking laws. Through the establishment of guidelines for the
supervision of banks and their risk management procedures, these standards seek to guarantee financial
stability.

Three primary accords comprise the Basel Norms:

Basel I: First implemented in 1988, this framework prioritized credit risk and set minimum capital
requirements by weighing the respective risk profiles of various asset classes.

Basel 11: Developed in 2004, it improved the way credit risk was measured and added operational risk to
the framework. The goal of Basel Il was to better match regulatory capital to the inherent risks that
banks must manage.

Basel 111: Among other things, Basel 1l was introduced in reaction to the global financial crisis of
2007-2008.

Among other things, new regulatory measures and higher minimum capital requirements for banks were
implemented to enhance risk management and financial stability.

Regarding India, the Basel Norms must be implemented and monitored by the Reserve Bank of India
(RBI). For the banking system to be stable and sound, Indian banks must adhere to certain international
standards. Basel 11l standards have been progressively implemented in India by the RBI, with phased
deadlines for compliance.

It is imperative to acknowledge that regulatory frameworks are subject to evolution, and since my
previous update, there may have been other advancements or modifications in the implementation of Ba-
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sel Norms in India.

Basel 111 is a collection of global banking regulations developed by the Basel Committee on Banking
Supervision. To improve financial stability, Basel I1l's main goals are to bolster oversight, regulation,
and risk management in the banking industry.

The Reserve Bank of India (RBI) is in charge of overseeing the application of Basel 111 regulations in
India. India started implementing Basel Il gradually in order to give banks time to adjust to the new
regulations. The following are some salient features of India's Basel 111 implementation:

3.1 Capital for Common Equity Tier 1 (CET1): Common equity and a few other instruments are
included in the idea of CET1 capital, which is introduced by Basel Ill. Indian banks must keep their
CET1 capital ratios below a certain level in order to guarantee the caliber and sufficiency of their
primary capital.

Basel 111 introduces the Capital Conservation cushion (CCB), which mandates that banks accumulate a
supplementary cushion of CET1 capital during times of economic expansion. Stressful times are
intended to bring down the CCB. The CCB must be maintained by Indian banks as a proportion of risk-
weighted assets.

Basel 111 establishes a leverage ratio as a safety net for the risk-based capital requirements. The leverage
ratio is the ratio of Tier 1 capital to average total consolidated assets. A minimal leverage ratio must be
maintained by Indian banks in order to keep the banking sector free of undue leverage.

Basel 111 established the Liquidity Coverage Ratio (LCR) to make sure banks maintain a sufficient level
of sufficiency of their primary capital. of superior liquid assets to meet their immediate needs for
liquidity. The LCR is intended to strengthen a bank's liquidity risk profile's short-term resilience. In
times of stress, Indian banks must maintain the LCR in order to meet their short-term liquidity needs.
The leverage ratio is the ratio of Tier 1 capital to average total consolidated assets, more robust funding
structure in the banking industry. Its goal is to lessen the possibility of bank funding interruptions during
trying times. For Indian banks to guarantee a steady funding profile, they must maintain a minimum
NSFR.

3.2- RBI Collaboration:

The RBI has been collaborating with Indian banks to guarantee that they are adhering to Basel Il
standards, and regular evaluations are carried out to track their development. The implementation is
done in of superior liquid assets to meet their immediate needs for liquidity. The LCR is intended to
strengthen a bank’s wateriness risk silhouette's short-term suppleness. In order to give banks time to
acclimate to the new requirements, Indian banks must maintain the LCR to meet short-term liquidity
needs.

Three primary categories of risks in the banking industry are addressed by the Basel Committee on
Banking Supervision. The term "three pillars of Basel" is frequently used to describe these risks.

The three primary risk categories that the Basel norms address are listed below as of my most recent
knowledge update from January 2022

(2)Risk of Credit (Pillar 1): Credit risk, or the opportunity that a counterparty or defaulter won't fulfill
its responsibilities, is covered by Basel norms. To measure credit risk, the Basel Committee established
both an internal ratings-based approach and a standardized approach. Various asset categories are given
risk weights by the credit risk framework according to how creditworthy they are.

(b)Operational Risk (Pillar 1):Operational risk is the chance of losing money due to inadequate or
broken internal processes, personnel, systems, or external events. Operational risk can now be measured

IJFMR240323218 Volume 6, Issue 3, May-June 2024 9



https://www.ijfmr.com/

i International Journal for Multidisciplinary Research (IJFMR)

IJFMR E-ISSN: 2582-2160 e Website: www.ijfmr.com e Email: editor@ijfmr.com

using an advanced measurement approach (AMA) and a standardized methodology thanks to Basel II.
Basel 111 incorporates extra measures to mitigate operational risk.

(c)Market Risk (Pillar 1): The risk of losses in positions both on and off the balance sheet resulting
from changes in market prices is another topic covered by Basel norms. Standardized and internal model
approaches to measuring market risk were introduced by Basel 11. The regulatory capital requirements
for market risk were further improved by Basel Il1.

To improve the regulatory framework and address additional facets of risk management and financial
stability, Basel 111 added new components to the original three pillars. These consist of:

(d)Liquidity Risk: Basel Ill presents the Liquidity Coverage Ratio (LCR) and other measures to
mitigate liquidity risk.The Net Stable Funding Ratio (NSFR) to make sure banks have enough cash on
hand to fulfill both immediate and long-term commitments.

(e)Leverage Risk: Basel 11l addresses leverage risk and attempts to keep too much leverage out of the
banking system. In order to give a clear indication of a bank's capital adequacy in relation to its total
assets, the leverage ratio was introduced.

4 Conclusion:

In the wake of the Financial Tsunami, the retail banking industry in India has proven to be a stabilizing
force amidst the ongoing challenges of the global financial landscape. Because retail banking depends so
heavily on customer deposits, it provides banks with a steady flow of funding, which emphasizes the
need for ongoing innovation and flexibility. Strong customer-bank relationships are crucial, but as banks
grow, there's a chance they may lose sight of what their clients need. An omni-channel presence is
required due to the proliferation of alternative delivery channels, making it difficult for banks to create
systems and products that are channel-neutral.

Retail banking in India faces many obstacles, such as strict regulatory requirements, economic risks, and
growing customer expectations, even though it offers tremendous growth opportunities. Continual
innovation is essential to banks' success.in this ever-changing terrain. One important factor to keep in
mind is how well mass retail banking in the future will be able to achieve its socio-economic goals.
Retail banking in India has undergone significant change as a result of the adoption of Basel standards,
which have strengthened financial stability and altered risk management procedures. These rules, which
were mandated by the Basel Committee, have forced Indian banks to improve the way they handle
credit, operations, and market risk. Capital adequacy has been reinforced and prudent liquidity
management has been encouraged by policies such as Common Equity Tier 1 (CET1) capital and
liquidity ratios. The progressive implementation of Basel norms signifies a dedication to harmonizing
with worldwide industry standards, cultivating a more comprehensive and resilient approach to risk
management in India's developing retail banking industry. Because profit margins are narrowing due to
competition, banks need to use technology to improve efficiency, with those who act quickly to adopt a
low-cost, technology-driven model well-positioned for sustained success. The quality of services offered
will be a crucial differentiator in this dynamic market, highlighting the fact that providing excellent
customer service is essential to helping banks increase their revenue.
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