
 

www.vaidicslucknow Page 1 
 

VAID’S ICS LUCKNOW 
Daily Current Affairs – 2019 
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Resources: The Hindu /PIB 

RBI takes 3 banks off prompt corrective action 
framework: 
Why in news?  Three more banks — Allahabad Bank and 
Corporation Bank, from the public sector, and Dhanlaxmi Bank 
from the private sector — are now out of the Reserve Bank of 
India’s (RBI) prompt and corrective action (PCA) framework. 

 

About: 

• While lifting the restrictions on the State-run lenders, RBI 
said the Board for Financial Supervision (BFS) reviewed 
the performance of the banks under PCA and noted that 
these two banks had received capital infusion from the 
government. 

• “This has shored up their capital funds and also increased 
their loan loss provision to ensure that the PCA parameters 
were complied with,” 
 

About the Board for Financial Supervision (BFS): 

• The Board for Financial Supervision (BFS) was constituted 
in November 1994 to supervise the money market 
institutions in the country. The BFS has been constituted 
as an autonomous body under the RBI. 

• Board is drawn from the members of the Central Board of 
the Reserve Bank with the Governor as Chairman and 
one of the Deputy Governors as full time Vice-Chairman.  
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• The Board exercises the powers of supervision and 
inspection under the RBI Act, 1934 and the Banking 
Regulation Act, 1949 in relation to the different sectors of 
the financial system. 

• The BFS was initially given the mandate for supervision of 
commercial banks, Financial Institutions and NBFCs. 
Later, urban cooperative banks and primary dealers were 
also brought under the purview of the BFS. Since its 
formation, the BFS which meets every month, 
conducting on-site supervision of banks and off-site 
monitoring, based on quarterly reporting system. 

• The two banks have also made the necessary disclosures to 
the stock exchange that post infusion of capital, the CRAR, 
CET1, Net NPA and leverage ratios are no longer in breach 
of the PCA thresholds. 
 
About capital-to-risk weighted assets ratio 
(CRAR): 
 The capital adequacy ratio, also known as capital-to-risk 
weighted assets ratio (CRAR), is used to protect depositors 
and promote the stability and efficiency of financial systems 
around the world. 
 
Common Equity Tier 1 (CET1):  
 It is a component of Tier 1 capital that consists mostly of 
common stock held by a bank or other financial institution. 
It is a capital measure that was introduced in 2014 as a 
precautionary means to protect the economy from a 
financial crisis. 

 

 

********** 
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Global and Indian AAA ratings not comparable: 

Why in news?  In the wake of criticism that Indian credit 
rating agencies (CRAs) are liberal in assigning AAA ratings, 
rating agency Crisil Ltd. said global and Indian AAA ratings 
were not comparable. 

 

About: 

• “Comparing the 276 AAA ratings that Indian CRAs have 
assigned with nine by S&P Global Ratings or 53 by 
Moody’s is erroneous. It tantamount to equating differing 
scales such as Celsius and Fahrenheit,” 

• “By construct, credit ratings can have — and do have — 
different scales. That’s because they are relative 
assessments of credit risk. And the relative benchmarking 
can be national, global or regional,” it added. 

• Credit risk assessments that benchmark issuers across the 
world on a global scale (AAA to D) offer comparable 
information to investors who invest globally and it enables 
their investment decisions. 

• If the 32,500 rated Indian firms were to be assessed on the 
global scale, their ratings will be boxed into a far more 
narrow-bound between BBB and D on the global scale, 
because India’s sovereign rating (in the BBB category) will 
usually serve as a ceiling.  

• A national rating scale affords granular benchmarking of 
domestic issuers on a 20-point scale (AAA to D) and the 
sovereign, which has the flexibility to print local currency, 
is pegged at AAA on this scale. 

• This provides valuable information to investors in local 
currency domestic debt such as insurers, pension funds, 
banks and mutual funds, CRISIL said 

• “Over the past decade or more, companies in the developed 
economies have relied more on debt in their quest to 
increase shareholder value. When reliance on debt 
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increases, financial risk also rises leading to a lowering of 
credit ratings,”  

• “The one and three-year default rates of ‘CRISIL AAA’ rated 
entities are 0%.  

• They are marginal for global CRAs as well. And the one-year 
stability rate for Crisil AAA ratings in the latest ten-year 
period (2007-17) is also quite high at 98%.” 
 
 

********** 

Mukesh Ambani is first Indian in top 10 rich list: 
Why in news?  Indian’s richest individual Mukesh Ambani, 
CMD of Reliance Industries, figures in the top 10 richest 
individuals globally as per the ‘Loong Palace Hurun Global Rich 
List 2019. Coming in at position eight globally, he is the first 
Indian to achieve this position as also the only Asian in this 
year’s list 

About: 

• His net worth is estimated at $54 billion (₹3,83,700 
crore).  

• Azim Premji, at position 57 globally and third-richest in 
India, is followed by Cyrus Poonawalla and Laxmi Mittal 
who are globally ranked 100 and 112 respectively. Globally 
ranked 129 Uday Kotak is India’s sixth-richest, followed 
by Gautam Adani seventh richest in India while his 
ranking globally is 157. Sun Pharma’s Dilip Shanghvi is 
eighth-richest in India and is followed by Cyrus and 
Shapoor Mistry. 

• Jeff Bezos of Amazon, with net worth of $147 billion (10, 
44,000 crore) retained the top slot for the second year 
running. In one year, he added $24 billion ( 171,500 crore) 
to his fortune. For the first time, Cyrus Poonawalla of 
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Serum Institute has broken into the global top 100 with a 
net worth of $13 billion (89,800 crore). 

• A total of 2,470 individuals figured in the list with total 
wealth of $49.5 trillion — or 12% of global GDP. Of 
them, 658 are from China, 584 from the U.S. and 117 are 
from Germany. A record 430 billionaires dropped off the list 
in 2019, of whom 52 are from India.  

• As per the report Beijing emerged as the hub of the rich 
and famous with 103 names hailing from the city as 
compared to 92 from New York. 

• While Greater China has 658 billionaires, down by 161, 
India has only 104, down by 28. Among India’s billionaires 
42 are residents of Mumbai while 25 are from Delhi. 
Bengaluru has 9. 
 
 
 

********** 
 
 
 


