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    	Transcription of Banking on the Future: Vision 2020 - Deloitte


        
    	1 Banking on the future : Vision 2020 ContentsMessage from CII 07 Foreword 09 Vision 2020 10 Growth through Consolidation Overview of the Regulatory Framework 11 Emerging Competitive and Collaborative Landscape 14 Growth through Innovation 22 About CII 38 About Deloitte 39 Acknowledgements 40 Banking on the future : I Vision 2020 I CII- Deloitte 32 Banking on the future : I Vision 2020 I CII- Deloitte 4 Banking on the future : I Vision 2020 I CII- Deloitte Banking on the future : I Vision 2020 I CII- Deloitte 5 Message from CIIAs India moves ahead with its Vision to become an economic behemoth in the next few years, the average level of prosperity among its populace and the degree of equitable distribution of wealth will, to a large extent, be determined by the scale of inclusive growth achieved.
2 In response to the evolving forces of customer expectations, regulatory requirements, technology, demographics, new competitors and shifting economics, much of the landscape will change significantly. Banks need to choose what posture to adopt against this change whether to be a shaper of the future , a fast follower, or to manage defensively, putting off change. Staying the same is not an the field of technology based Banking , information technology and electronic funds transfer system have emerged as the twin pillars of modern Banking development. Products offered by banks have moved way beyond conventional Banking and access to these services have become round the clock. This, indeed, is a revolution in Indian Banking industry. Payments banks will open another alternative channel after internet and mobile Banking , and help improve efficiencies and reduce costs involved in catering to customers in the rural and semi-urban Digital India Campaign launched in July 2015 by the Government of India, with an aim to ensure that the Government services and subsidy benefits are made available to citizens electronically by improving online infrastructure and by increasing Internet connectivity will pave way for technological reforms in India and make the country digitally extremely important issue is the infrastructure financing.
3 Banks have been the primary source of funding for the infrastructure sector. As a result, Banking sector credit to the infrastructure sector has also increased to around Rs 10 trillion as on March 2016 and accounted for around 15% of the overall Banking sector advances. Infrastructure advances have grown at a compound annual growth rate (CAGR) of around 25% in the last 10 years, which is higher than the Banking sector advances s financial regulators have helped build one of the world s strongest Banking and financial systems that has sailed past international crises. They are now injecting more competition by allowing different classes of banks and financial service providers. The Government is also stepping in with the bankruptcy law and the Bank Boards bureau, which will make it easier to do is in this context, we hope that this report on Banking on the future : Vision 2020 would help the industry to understand the future evolution of Banking and the evolving strategies for reaping maximum benefits from the changing scenario in Banking and financial V NarendranChairmanCII Eastern RegionBanking on the future : I Vision 2020 I CII- Deloitte Banking on the future : I Vision 2020 I CII- Deloitte 76 The entry barriers to traditional Banks have been disrupted with new specialized entrants and emerging business models which have blurred the lines between business and technology.
4 The traditional approach to creating value in Banking through growth and efficiency and advantages realized through acquisition, new markets and product offerings will likely be short lived. A Bank s ability to manifest opportunities out of the disruptive environment based on Technology and external partnerships to create customer value will determine its success in the several new players entering the Banking scene, the sector is set to witness unprecedented changes in the times to come. The Financial Inclusion agenda has led to several types of Banking models small banks, payment banks, and on tap license for new banks. The agenda has also taken a step forward to include new non-bank players in the Fintech space who are vying to grab a larger share of the Banking value chain. While, on the one hand, this allows last mile connectivity and lowering of cost to the end customer, it causes huge disruption in the Banking environment, possibly leading to a realignment of players in the market as we look ahead to the year 2020.
5 Banking on the future : Vision 2020 select key changes that banks need to make in their go-to market approach, starting with shortening their strategy cycles to months instead of years, getting better at reading signals of change in this disruptive environment, and becoming tactically focused on being operationally lean and agile in response to market conditions. This will result in choices being made to adopt or partner with fintech businesses offering digital interactions and to accept that there are alternatives to core legacy IT systems offering greater speed to revenue generation, effective operations and better customer experience. Technology has democratized businesses by creating access across all levels and by creating a level playing Report provides a broad view of the shape of things to come by focusing on Payment Banks as a model and on Mergers & Acquisitions as a route to consolidation and growth.
6 The report emphasizes the role of Technology and touches upon Cognitive and Artificial Intelligence, Robotics Process Automation, Block chain and Fintech as emerging ShahPartnerDeloitte Touche Tohmatsu India LLPF oreword by Deloitte Banking on the future : I Vision 2020 I CII- Deloitte Banking on the future : I Vision 2020 I CII- Deloitte 98 Growth through ConsolidationOverview of the Regulatory FrameworkIntroductionThe Union Finance Minister, Shri Arun Jaitley in his Budget Speech for FY 2016-17 emphasized the importance of a strong and well-functioning Banking system as a vital cog in the financial sector. Stressed assets in public sector banks have plagued the Banking sector since long. It is in this context that growth in the Banking sector can be envisaged through consolidation of weaker entities with strong players in the market.
7 The government has already put in action Plan For Revamping of Public Sector Banks , INDRADHANUSH, under of Private Sector Banks Amalgamation of Banking companies in India is governed by the Banking Regulation Act, 1949, Reserve Bank of India (Amalgamation of Private Sector Banks) Directions, 2016 ( Master Directions ), in addition to compliance with the provisions of the Companies Act, 1956 / 2013, Foreign Exchange Managament Act, 1999, FDI Policy of Government of India, Competition Act 2012 Amalgamation of banks is subject to approval by The Reserve Bank of India (RBI) instead of the jurisdictional High Court / National Company Law Tribunal ( Tribunal).In this regard, RBI has recently issued a comprehensive Master Directions vide 96 dated 21 April 2016 which contain guidelines on amalgamation of two Banking M&A TrendsIntroductionLeading upto 2020, radically transformed Bank models will emerge.
8 A glimpse ahead shows an emphasis on innovative technologies to vastly facilitate Banking - inclusive Banking through new types of Bank models, non-traditional alliances to make Banking affordable, Fintech capabilities to make Banking customer centric. Banking in the future will be collaborative, exciting and will raise the bar in setting new standards. Consolidation in the industry is therefore, inevitable. The Deloitte Point of View following on from here, touches upon the growth route of Mergers & Acquisitions, a Banking model in the form of Payment Banks and Innovation in Banking that is technology oriented Cognitive Technology & Artificial Intelligence, Block chain Technology, Robotics Process Automation, Fintech and of course Cyber 20201110 Banking on the future : I Vision 2020 I CII- Deloitte Banking on the future : I Vision 2020 I CII- Deloitte companies or amalgamation of Non- Banking Finance Company (NBFC) with a Banking company.
9 The principles underlying these Master Directions are also applicable to public sector banks. Under the Master Directions, RBI has discretionary powers to approve the voluntary amalgamation of two Banking companies, whereas voluntary amalgamation of an NBFC with a Banking company is governed by the Companies Act in terms of which, the scheme of amalgamation has to be approved by the case of amalgamation of two banks, the decision of amalgamation is required to be approved by two-third majority of the total Board members of transferor and transfree bank. While according its approval, the Board is required to consider several matters inter alia including the impact of the amalgamation on the profitability, adequacy ratio, fairness and propriety of the swap ratio determined by independent valuers, whether due diligence exercise has been undertaken in respect of the amalgamated company etc.
10 Subsequently, the draft scheme of amalgamation needs to be approved by majority shareholders in number representing two-third majority of the shareholders of transferor and transferee bank, present in person or by proxy at the respective meeting of the shareholders of both Banking companies convened for such purposes. After the scheme is approved by the requisite majority of shareholders, it is required to be submitted to RBI for its the event of the scheme being sanctioned by RBI, dissenting shareholders, if any are entitled to claim compensation from the Banking company, within 3 months from the date of sanction of the Scheme, in accordance with the value of shares to be determined by RBI for such case an NBFC is proposed to be amalgamated with a bank or vice versa, approval of RBI should be obtained after the scheme of amalgamation is approved by Board of bank and NBFC, but before it is submitted to High Court / Tribunal for approval.
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