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“When things are bad, we take comfort in the thought that they could have always got
worse. And when they are, we find hope in the thought that things are so bad that they can
only get better.”
– Malcolm Forbes

Twice in the past few years, the global economy was in a state of utter chaos.
The financial meltdown of 2008 saw the likes of Morgan Stanley and
Goldman Sachs seek bailout from the US government, while a few others
such as Bear Sterns, Merrill Lynch were taken over. And while the global
economy was steadily heading towards recovery, it was struck by another
catastrophe – this time it was the Eurozone that triggered the crisis. The
turbulence in the financial world still persists.
The effects are visible across all sectors and economies globally. Consequent
to this, the investor sentiments took a hit, the stock markets have
plummeted to new lows, manufacturing units are facing a tough time with
declining demand, GDP growth targets have been revised downwards – all
of this comes at a time when the world economy was at its best.
From an Indian perspective, the advent of the Eurozone crisis, the
depreciation of the rupee, the spiralling inflationary pressure and the
reduced credit availability have emerged as the key discussion points at
business meetings. Indian corporates now have to realign their strategies
and enforce sound risk management practices to sustain in this era of crisis.
Taking Stock, in its current edition, aims at discussing such contemporary
issues which could facilitate in managing finance in this turbulent world.
Hope you all enjoy this edition of the magazine.
Happy Reading!
the editorial team
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TAKING STOCK

TAKING STOCK • 2012

TAKING STOCK • 2012

preface
It gives us great pleasure to launch the 3rd edition of 'Taking
Stock' - The IMI Financial review. 'Taking Stock', an initiative
of Finalyze, the Finance Committee of IMI Delhi, was started
with an aim to provide a common platform for management
students, academicians and industry experts to share their
views on the current developments and relevant issues in the
field of finance.
This year's 'Taking Stock' revolves around the theme
–Managing Finance in this turbulent World through a series
of articles by management students and interviews with
industry practitioners from the highest echelons of the
financial world. With the year 2012 drawing to a close, India
continues to lag behind on the road to economic stability,
saddled by high inflation, a large budget deficit, reduced
investment activity, and weakening industrial growth in the
major sectors. The financial world stands at the precipice,
with another global economic crisis over the horizon. In these
turbulent times, financial intermediaries, corporate, and
companies as a whole have to maintain the right balance
between exposure to risk and profitability, while also
adhering to regulatory standards.
The articles in this issue have been solicited from students of
reputed management institutions across India, with the best
3 articles being published in the magazine. The winning
articles were selected based on originality, depth of analysis,
relevance of topic and presentation style.
Two editions of 'Taking Stock' have been published so far and
we hope to continue to provide relevant and thought provoking content for those interested in the financial field.
Finalyze, Finance Committee of IMI Delhi

a word from the director general
“Never tell people how to do things. Tell them what to do and they will surprise you with their ingenuity”

-Napoleon Bonaparte

Dear Friends,
I take great pride in writing the foreword to the third issue of 'Taking StockIMI's Financial Review'. This initiative of Team Finalyze, the Finance
Committee of IMI, is another milestone that builds on an existing rich legacy
of noteworthy achievements.
It is said that “Leaders are born, not made”. At IMI, however, we believe in
shaping global leaders for tomorrow by bringing the best out of each and every
student. Students are encouraged to think beyond the tried and tested
methods of learning and to stay in pursuit of new ideas. The growth of IMI in the recent times has been
noteworthy, with its students performing remarkably well in the corporate world. A feather in the cap was IMI's
recent accreditation by the global agency AMBA (Association of MBAs), only the 5th B-school in India.
I believe that the current issue of Taking Stock would give thought provoking insights into the ever-changing
world of finance. The state of our domestic economy warrants a slew of measures to reinstate the confidence in
our growth story. I believe that 'Taking Stock' is an ideal platform where students share their views and come up
with novel ideas. It is a manifestation of the students' creative ability and their unfettered ambitions.
Wishing these innovative minds a bright and rewarding future.

Padma-Shri Dr. Pritam Singh
Director General
International Management Institute, New Delhi

TAKING STOCK • 2012

TAKING STOCK • 2012

strategizing in tough times
an interview with Mr. K.K Maheshwari
Sir, what is an average day in your life like?
Every day is pretty different depending upon the sort of
challenge at that particular point of time. Let's say that
sometimes we would be meeting up with our senior
colleagues and discussing strategy formulation for the next
few years or project configuration, then there is a very
heavy emphasis on understanding the market dynamics,
competitive activities, what- if scenario's. But, you know,
you just can't stop at the philosophy thing, we need to
convert the strategies into action. In that case again, it's a
different ball game. So there is going to be more emphasis
on your systems and processes being put in place, making
sure of the HR resources are in place and the operations are
going on the right track. Sometimes, you know your
colleagues may be driving the implementation, but you
have to keep yourself in touch with them, so that you know
what's happening and for course corrections, if any, should
be taken care of proactively. For a large group like ours and
for a large business like us there is a lot of focus on how can
we take advantage of the collective knowledge.
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Mr. K.K Maheshwari,
Managing Director, Grasim
Industries, Business Director,
Pulp and Fibre Business, and
Director, Aditya Birla
Management Corporation
Private Limited speaks on his
personal life, his company's
strategies, handling rough
economic situations and the
work culture across counties.

Ever since you have taken over as business director of
pulp and fibre, there is more concentration on better
cost management through strategic acquisition and
backward integration. Has the strategy that was
formed two years back successful and to what extent it
is?
There is never a mere one-legged strategy. There are other
elements of the strategy which gets clearly articulated and
one of them is growth itself. We are the world's largest
player in staple fibre and we intend to maintain that
position. In line with that we started implementation of
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our plant at Vilayat with INR 1750 Cr investment to be
commissioned from 1st quarter 2013, de-bottlenecking
for upgrading the plant capacity at Harihar to be
commissioned by December, starting up another line
at Nagda in Q4 this year and acquiring land at turkey
to set up a new plant there.

much faster pace than western worlds I think you have
to be market focused, to that extent, to remain
connected with the market place, connected with the
plants where technologies have been implemented, to
be connected with leadership team I think overall we
felt it will be far more beneficial for us.

Secondly, we clearly articulated that we will move
towards speciality. Our Vilayat product mix is geared
towards speciality. That's the other element of
strategy which we have taken. Also in order for us to
focus on speciality, we decided we will create a strong
R&D team, where progress has been made and we
have now very senior people leading our R&D
initiatives. We have created a big corporate R&D
centre at Taloja. We are backing it up with our own inhouse R&D centre and also setting up pilot plant at
Kharach. So, that's another part of strategy which we
are clearly implementing.

You were the head of global chemical business and
trading business during the rough economic
situation of 2008. How did you manage the
situation then, the demand and supply gap
especially in case of the trading business?
In trading, managing volatility is one of the biggest
opportunities. If your assessment of market direction
is not correct then you can end with lot of miseries and
if your assessment is correct then you can end up with
lots of gains. Having said that you know that there is
no certainty in life so you got to have proper risk
management principles in place. So, combinations of
good feel of the market, what's happening there and
keeping track of the dynamics. Also in trading you
need to be very-very alert and strong risk management
is what helps. In fact, the crisis years were the best
years in the life of the trading businesses but with our
business you need to give credit to the team. They were
a set of capable traders and good risk managers both
supported by good system and practices and they
could, despite the crisis, come out well.

Third, of course, we believe integration across the
value chain helps. So it's not only pulp, at Vilayat we
are setting up our own CS2 plant which will take care
of our requirements both for Vilayat and for Kharach
and a caustic soda plant is coming up which is another
INR 750-800 Cr investment so, we can get caustic
though pipeline. We put up our own sulphuric acid
plant, our own captive power plant so that we stay up
and maintain our cost effective position. And of course
pulp which is our major raw material where we have
acquired 2 pulp mills for vertical integration.

Secondly, what happens in crisis is that there are lots
of defaults. That is why your risk management has to
be very good and even with the best of your risk
management you are likely to have some challenges. So
you have to manage them in a very proactive manner
and a very quick manner. Allow them to simmer and
they can become problems. At the same time it is also a
question of opportunity because that's the time most
weak players find it extremely difficult since trading
also requires a lot of banking facilities and if you are
performing well and track record is good then you
have that many more opportunity compared to people
who have landed themselves into tough situations.
Fortunately for us our team performance was really

So there are multiple strategies which are put in place
to support the objective.
Don't you think the R&D team which you set up in
India, instead of setting it up here should be set up
abroad, to make it more technologically efficient as
well as cost efficient and using the technology in
India?
It has to be seen on a case by case basis. In our case if
you see the markets for most products have
necessarily shifted towards Asia and again like fibre
and textile value chain are now growing. So, to be on a
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good; in fact, they were able to grow volumes even
during those tough years.

If you look at textiles it will continue to grow based on
two factors - growth of population and also the
increase in their salaries. If you see the last 25-30 years,
the growth of textiles has increased quite
substantially. When I was growing up, I didn't think I
would have more than 5-6 dresses, you guys buy 5-6
dresses every month. The whole thing has changed
dramatically. So that's a function of more prosperity,
and increasing population and increasing living
standards, and also a sort of change in the living styles
adding up to the demand and hence demand will
continue to grow.

You said that you have to be alert in your trading
business and risk management should be proper, do
you feel that life was much more hectic then than
the current job?
Every job has its own requirement. Unlike in trading,
you have to have a different mindset for manufacturing
business. In manufacturing business by the time you
get approvals and set up a project of USD 500 million
or USD 1 billion it takes three to four years. In trading
by that time you would have turned over your position
20 times over. So, in trading you have to choose which
commodities you are going to be in, how you are going
to differentiate yourself from others, how you are
going to play that game, which country you want to
play in, how you will play the value chain, all those are
important but after that managing the day to day
situations and the volatility also offers you a lot of
opportunities. Whereas, in manufacturing the
execution matters more, here it is a different
dimension, different competencies are required. It's
like almost saying that which game is more enjoyable
between tennis and cricket. The answer is if you are a
tennis player you will enjoy tennis, if you are a cricket
player you will enjoy cricket. To succeed you need to
have the right team and motivate them well. You have
to set some clear expectations, have a clear strategy,
motivate them and challenge them and of course you
have to make sure right system and processes are in
place to facilitate them for success. You have to guide
them, coach them, mentor them, and partner with
them in their success. I think that's true for anything
whether it's chemical or its pulp & fibre that do not
change.

Cotton has its own limitations in terms of growth so
cellulosic fibres will come. We have taken steps of
growing up our capacities so that should help us
maintain our global leadership and yes, from time to
time, if economic conditions change then you will
have to live through periods of fluctuating demand.
There, clearly one is differentiating oneself by having
specialty products and also what our chairman Mr
KM Birla has always been articulating that become so
cost effective and strong that you are the last person
standing and obviously if you are the last man standing
you also have the opportunity to be the first man
forward and that is the articulated philosophy of the
group.
Having spent a substantial amount of time abroad,
what is the major difference in culture especially in
terms of managing people, which you find in
different countries?
People everywhere are the same. They like to be
treated with dignity and respect and there's no
different anywhere in the world whether in India or
Thailand or Europe etc. If you treat people nicely they
would respond to you in a positive manner. The only
difference that happens is in terms of style. Like in
India, sometimes having aggressive push from seniors
is not viewed negatively. But, with some other
countries in South East Asia we may get a little
nervous if management is giving aggressive push.
Secondly, in a home country there is a natural element

Grasim is the global leader in its product with over
21% stake, how do you plan to manage demand and
supply scenario in the future as well as manage the
fluctuating price of raw materials as well as the final
product?
7
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of trust because in India we all understand each
other's psyche, their body language and therefore we
understand each other's slang language much better.
That makes it relatively easier for you to establish
relationships of trust and mutual good which is the
foundation of any relationship, be it with your
colleagues, your friends or outside your workplace.
Anyway, in a foreign country you know you need to
understand such things and I have had instances
where we thought we are being very nice and
respectful to those guys and they felt otherwise. Like
in one of the countries we used the word - 'we request'
you to do it and those people felt offended whereas we
thought we were being polite but they thought 'a
request' was almost a form of order. So we sat down
and resolved our differences. When you are dealing in
different countries you got to be culturally sensitive

point of time and the context in which you are talking.
25-35 years ago when I started working, India was a
different world. You needed a license to setup plants,
so, how much choice did you have in terms of location,
and they would say go to backward areas. It was a
different world with so many restrictions in terms of
investing overseas, in technologies we were lacking;
even today we are possibly not cutting edge in many
products. You know till late 80s, early 90s, we had
monopoly act where having assets of over INR 20
Crores were classified as monopoly. Today it is a
global world. We have been investing in other places;
lots of foreign investments are coming in the country.
The whole dimensions of business have changed. I
would say that adaptability to changing context and
still establishing a winning formula has been the

Be optimistic and challenge yourself, you have
capabilities beyond your imagination

but I don't think the motivation theories or motivation
levels change for people.

hallmark now.
You are professionally involved till around 7 or 8 pm
and then, being at such a senior position, how do
you manage your personal time?

You have been with the group for over three
decades now, what is the major difference in the
style of working that you find now as compared to
earlier?

One has to always find personal time. My personal
time would be time in the morning. I get up and I am
very religious about my morning walk. It's for about
those one and a half hours that I connect with myself.
Rest of course, the way the businesses are structured
these days external relationships are to be managed all
over, in India and outside as well. And being in India
the way you would be managing external
relationships somewhere would be a challenge. The
advantage that I have in my life is that a lot of my
personal relationship management, family, friend

Birla group has always been extremely successful
whether with Mr Aditya Vikram Birla or Mr Kumar
Mangalam Birla, in terms of growth. Mr. KM Birla has
really taken the group to great places in the last fifteen
years. In 1997 we had a revenue of USD 2bn and now
it's at USD 40bn with dealing in over 35 countries. He
should really be given credit for the huge growth of the
business. I think for everything, all the policies and
practices that you put in place in any organization is
the function of the maturity of the organization at that

8

circle, are dependent on my wife and she has taken
care of all those responsibilities. So yes, one would
always strive for a better balance but, I guess, when
you are at such a hectic pace of growth, like when you
are in an organisation which is in a very dynamic, then
the challenge is of creating the team, because creating
the right team also takes a lot of time and effort and
you have to intensify the effort and development of
your own talent in your organisation. Put in your
personal effort, and when you have multiple growth
initiatives going, the stakes are too big. You know your
colleagues are there, but you still need to make sure
that the things are happening the right way. And then I
always personally believe to connect to my colleagues
fairly frequently as you can find a VC right in my room.
There is no substitute for putting your hand around
the shoulder of a guy who has done good work; I think
those things have their own value. I think it makes for a
very interesting, busy and challenging life, but you
have to start enjoying it rather than worrying about it.

workman with me who lost his arm, we of course
retrained him. I was so surprised when I went to see
him in hospital, he had no signs of antagonize or
sorrow on his face, he said 'boss today was not my good
day' and was still smiling. Even now when I see him he
has the widest smile on his face. Tell me - who would
be your role model for optimism if not this guy? So, for
everything I would say I would have multiple role
models because many of them have done great things
in life and I would respect them for that whether in
organizations, politics or big time in sports.
Everything requires dedication, commitment and
thinking. So, I think you need to learn from multiple
sources.
How was your student life? I read that you had
topped your CA exam in 1976. You were a gold
medallist all through your academic career. How
did you manage your student life?
I think my Student life was managed like everyone else
manages theirs. Make your parents think you are
working harder than everyone else! [Laughs] Of
course, you have to put in efforts, making sure that you
understand what you are trying to achieve. We had
excellent teachers who used to go out of the way to
make sure that we understood and made sure to
always motivate us to excel which helped a lot. I spent
most of my life in hostels, hostel life has a lot of hard
work and you miss good food which you make up by
having some good parties [Laughs]

What are your hobbies? What do you prefer to do
in free time? How do you manage your work life
balance?
Unfortunately balance is always tilted towards work.
I wish it could be otherwise and I could answer you
otherwise. Even when we were growing up, our focus
was more on work life balance, now the norm of the
day has changed. The first thing of-course I enjoy
reading, the other thing I enjoy is nature, just being
alone on the side of a river and I could hear the music of
water flowing there, and third thing is the time with
my grandchildren that's a de-stressors I would call in
my life.

What message what you convey to our readers?
Message is - to be optimistic, challenge yourself; you
have capabilities which are much beyond your
expectations. Always challenge yourself, dream big,
aim big and think beyond you can believe, do and ablydo, everything is possible. And then strive for it, and
strive for it with the aim: that no matter what, I am
going to win and of course try to have fun or you would
end up doing all work and no play so that's not a great
thing.

Who is your role model?
I am not a great believer of having a single role model. I
feel that life often offers you opportunity of learning
every day and I have found even some of my workmen
to have certain capabilities and certain traits which I
respect. So, therefore, to say that 'he is my ideal'...no, I
don't subscribe to that philosophy personally. I had a
9
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clue that there is something wrong going on with the
country and that we have to take a cautious approach
like reducing the credit limit.

alumni speak
an interview with Mr. Coumara Rajda
You have been travelling across the globe managing the
International Business division at Lupin. In the current
turbulent world, what goes into deciding whether or
not to do business with a particular foreign counterparty? Could you also throw some light on the currently
prevailing scenario?

Mr. Coumara Rajda is the
Senior General Manager –
International Business. He
heads the API & CRAMS –
Advanced Markets & Latin
America at Lupin Ltd. He
shares his insights on the
prevailing economic scenario
across the globe. He also talks
about the change in working
dynamics and the pendulum
shift in the work modes and
culture in the past decade.

You will always have the primary, secondary data and
other indicators pointing at something or the other. In our
case however, we adapt the following strategy while
evaluating a company. Suppose you have bought
something and you've been given a 40 day or 60 day credit
period and you are normally paying well, but when you
don't pay for a couple of months, then that implies a
problem - either a problem with the company or with the
macro environment. In our case, we don't seem to be having
that many problems from our European customers. Lately,
there have been customers that are not paying within time.
The moment we acknowledge this, we alert ourselves and
seek help of ECGC i.e. Export Credit and Guarantee
Corporation. We interact with them, apprise them of our
understanding and heed their advice. They are resourceful
and have plenty of information about companies across
industries. If ECGC shows us that X companies are also
facing similar problems with other clients, this might be
indicative of a faltering economy.
The second perspective at constructing the economy is
evaluating the business coming in. Say, your clients have
been buying for 1 million dollars regularly and suddenly
they start reducing the intake because of decreased
manufacturing owing to the lack of demand. The moment
we interact with the customers and we see a change in their
response, it triggers a red flag in our systems and gives us a
10

reading all the macroeconomic journals and financial
reviews, etc, but critically, you analyze all these things.
My perception is that Europe is slowing down. And in
such regard, Germany seems to be doing better and
which is true.

We all follow one system or the other. Ours is a robust
IT system. We have 9500 employees across various
countries and it is liberally integrated. Suppose I have
clients X and Y with credit limits of 10 and 5
respectively in an ACT system. Now if I smell a rat, I
tell my people to reduce it to 5 and 3. Now if a credit
comes for more than 5 crores, it has to be brought to
my attention so that I can control. We all know that
sale is not complete without getting the money. So, I'll
always be thinking whether I can get my money back
in time. If not, then if the same can be achieved with
some delay. So, these are all the things.

It has been over 2 decades since you've been
working in the industry now. So, what are the
changes that you find in the working, then and
now?
Actually, some of you might feel that I belong to the
fifth generation. The reason being that our generation
is the only generation that has evidenced the changes.
Your generation has not seen the changes as you are
with the laptops, you'll continue being with the
laptops, whereas when I joined, there were no
computers, no emails. When I passed out of IMI and
joined my company, I was given a cabin. That was
enticing for me at that time because I had some
previous experiences- banking experience. I was with
a bank for four years. So that experience was
considered by the company and they made me the
assistant manager. Usually, you are recruited as a
management trainee. I consider myself lucky to have
been recruited for business development. That time
we didn't have computers as widely used as today and
the trend of paperwork persisted. We wrote memos.
Even fax wasn't recognized. We used TELEX which is
obsolete these days.

How would you deal with a situation of default by a
customer?
I still remember some three years ago, during the 2008
crisis there were some serious problems with the
Mexican and the Brazilian regions. Most of the
business that we do in Asia Pacific Region, Middle
East and Africa is with MNC's. We don't do business
on open credit. But we give open credit only to the
countries in the Latin American region, US and
Europe. Owing to the lack of margins, opening up
VLC's get very expensive. The same thing can be said
of the Latin American region. In countries like
Argentina, one has to give 180 days' credit. RBI gives
you only 180 days. Within 360 days, you have to get the
money. After 360 days, if you are still unable to obtain
the money, then you have to inform RBI and you go
through the ECGC. The RBI comes to know that
where the defaults are coming from and takes
measures at the macro level. This trigger gets escalated
for the micro level economic reforms. I am explaining
everything from a practical perspective.

I witnessed the technological change too. I got the first
email id in 1996. I joined the corporate world in 1991.
So, for 5 years, I did not have any email id. Nowadays,
you seem to feel lost without an email ID or Google.
The scenario was different then. No company used to
give computers or laptops that time. In 1991, I was one
of the few people who carried laptops. We wanted to
be different from other companies. Also, we were one
of the best paid employees in the entire industry that
time. And we were number one in Agrochemicals. In
two and a half years, I might have travelled around 33
countries. It was crazy. But it was good, it was fun.
Had it not been for IMI, I would have been in a bank at

Whenever you do business in a country you will have
to ensure that the money you invest is safe. Because
when you are working for a company, you will have to
protect the company's money. Of course, you'll be

11
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Kerala. As an IMI graduate, I had the opportunity to
travel across the globe.

In the professional context, our income levels have
increased manifolds. Besides, a number of tactics are
being employed to align the interests of the managers
and junior level staff with that of the company's. The
methods help retain employees. The companies are
seeking a lot of interesting ways to retain people.
Earlier, motivation was the talk of the MBA town.
Now, the theory seems to hit the saturation floor.
Thus, there are changes in social , financial , cultural
and technological context.

Apart from technology, how do you view the
changes in cultural or social context? How would
you describe the transition?
With respect to the cultural dynamics, I would say
that life is becoming fast paced. A decade ago, life was
slow owing to the inability to connect 24X7.
Presently, people are connected to each other like
never before.

fin quiz
1.

He is the author of 'Common Sense on Mutual Funds: New Imperatives for the Intelligent Investor'. In 1999,
Fortune Magazine named him as one of the four "investment giants" of the twentieth century. He is referred
as the founding father of Index Fund investing. Identify him.

2. In financial terms, what does Lady Susans means?
3.

Name the website launched by RBI this year to raise awareness about counterfeit currency among users of
the INR

4. What is special about these currency issues? :
5.

Who invented the first ATM and it was for which bank?

fintoon

6. Who invented the first stock ticker?
7.

What is Rule of 72?

8.

Returns on the stock market on Mondays will follow the prevailing trend from the previous Friday. What
this effect is known as?

9. What do you mean by 'Soft Landing'?
10. We have all heard about supply, but what is 'Invisible Supply'?
by Anubhav Khanna
PGDM 2013, IMI
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11. Describe 'Lady Macbeth strategy'?
12. What was the first listed company on New York Stock Exchange?
13
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IT integration risks associated with
mergers and acquisitions (m&a)
Dr. Deepak Khazanchi

Dr. Deepak Khazanchi is
Associate Dean for Academic
Affairs and Professor of
Information Systems and
Quantitative Analysis in The Peter
Kiewit Institute's (PKI) College of
Information Science &
Technology (IS&T) at the
University of Nebraska at Omaha
(UNO). Dr. Khazanchi's current
research interests are focused in
the areas of virtual project
management, assurance services
and risk analysis in extended
enterprise environments to name a
few.

Despite well-established benefits of strategically driven
expansion and integration of businesses through mergers
and acquisitions (M&A), the consolidated organization
exposes itself to a number of anticipated and unintended
risks. Post-merger issues relating to technology integration
risks can result in breakdown of services that may have far
greater ramifications than simply financial losses and/or
inefficiencies. In particular, there are a whole new set of
Information Technology (IT) integration risks that need to
be closely evaluated and monitored. In recent years, more
importance has been given to IT integration in M&A's,
however, in many instances risks are either ignored or are
considered as concerns that need to be addressed postmerger. To avoid unnecessary inefficiencies and large
expenses, many forward thinking firms include an IT
M&A team to evaluate integration risks (and associated
costs to address them) during the process of considering an
M&A with candidate firms.

14
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Khazanchi and Sutton (2001) have suggested
classifying IT related inter organizational risks into
three broad categories: technical level risks,
application-user level risks, and business level risks.
We can adapt these categories of risks to the types of
IT integration risks faced by firms involved in M&As.
Technical level risks include all risks associated with
combining or consolidating information systems
across the merging organizations. This may include
evaluating whether integration with external and
internal applications is feasible with available
financial and technological resources, selecting one
system over another, the additional costs of systems
integration or turnover to the acquiring firm's
systems. In addition, risks might include those
associated with ensuring appropriate internal
applications are selected for integration, mapping
and/or streamlining customer/supplier data for direct
use in internal applications across organizations,
ensuring business transaction processes work and
include all electronic transaction sets, and the
implementation of appropriate systems, policies and
processes to engender security and integrity of data,
technology and systems. The application user-level
risks focus on clearly communicating and
understanding potential benefits and additional costs
of IT integration across the firms, intentional planning
for integration after M&A, assessing organizational
readiness for adopting or changing current systems,
degree of reliance on paper-based transactions for
internal processes that might need to be automated,
assessing coordination and control procedures for
maintaining reliability of transaction process. The
adequate preparation of an organization's staff for
new integrated information systems activities should
also be addressed, as well as related training initiatives
for users and IT staff. Business level risks relate to an
organization's ability to appropriately reengineer
traditional business processes to incorporate
practices that will be used going forward. These risks
may center around a variety of issues including the
appropriateness of extant systems and technologies

for an organization's culture and structure,
assessment of direct/indirect benefits of IT
integration, adherence to legal requirements
(electronic orders, signatures, trading partner
agreements, information privacy laws, etc.), proper
planning and systems for ensuring monitoring of data
and transmission security/auditability, and
appropriateness of workflow procedures for achieving
efficiency gains. Accordingly, internal control systems
should be assessed for viability in assuring continuous
monitoring of controls over privacy of data, reliability
of systems, and security of electronic transmissions.
In conclusion, there is no panacea for overcoming IT
integration risk other than deliberative planning for
integration and assurance against negative impacts of
the risks outlined above. This means that there is
premeditation in planning for managing IT
Integration risks prior to an M&A that, at a minimum,
assesses the potential technical, business and
application-user level risks that are likely to impact
the extended enterprise. This would ameliorate any
potentially significant financial impact, additional
costs, and delays in achieving full performance of IT
infrastructure and systems, and/or loss of
productivity. For large M&A involving complex IT
infrastructure and systems a designed M&A team may
be setup to provide input on the additional costs of
systems integration after the M&A.
References:
Sutton, S., Khazanchi, D., Hampton, C. and Arnold, V.
(2008, Special Issue). "Risk Analysis in Extended
Enterprise Environments: Identification of Critical
Risk Factors in B2B E-Commerce Relationships."
Journal of the Association of Information Systems
(JAIS), Volume 9, Issue 3/4, Article 4, pp. 151-174.
Khazanchi, D. and S.G. Sutton (2001) “Assurance
services for business-to-business electronic
commerce: a framework and implications,” Journal of
the Association for Information Systems (1), pp. 1-53.
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crossword
13.Current Assets minus the current liabilities is
called as _______ Capital (7)
15.

A balance sheet category that includes
obligation of a company including customer
deposits and unearned revenues (plural)(11)

17.

The asset turnover ratio governs the _____of a
company (10)

19.

_____ size financial statements result from
vertical analysis (6)

21.

The denominator for earnings per share is the
weighted average number of ________ shares of
common stock(11) 23.Name of the building in
which BSE is located(8)

life insurance sector in india
since liberalization

The modern life insurance business in India commenced
in 1819 when the Oriental Life Insurance Company was
started in Calcutta by Europeans. The life insurance
business flourished and by 1956 there were 245
companies offering life insurance services in India.
Because of intense competition and allegations of unfair
trade practices, the government of India decided to
nationalize the life insurance business. The Life
Insurance Corporation of India (LIC) was set up in the
year 1956 to take over the business of 245 insurers –
Indian and foreign. LIC remained a monopoly in the life
insurance business in India for next almost 44 years.

Prof. Sanjay Dhamija

24. Entities under financial obligation to another (7)
Down
CLUES
Across
3.

5.

The charge for the privilege of borrowing money,
typically expressed as an annual percentage
rate(8)
A specific amount from the external
stakeholders that has a specified repayment
schedule and a floating interest rate (plural) (5)

6.

The sum paid to the owner of an intellectual
property (eg. Patent, copyright) (7)

8.

Money which is returned (6)

10.

When a corporation is asked to provide its debt
to worth ratio, an accountant would prefer that
the ratio would be worded as debt to_________
equity (plural) (13)

12.

A periodic payment is made over a period of time
for the use of an asset without purchasing it(7)
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1.

A Promise to repair or replace ________(9)

2.

A legal agreement.(8)

4.

Put money into a business or company (6)

7.

A bank grants a business the right to borrow
upto an agreed amount as and when the finance
is required (8)

8.

Proof of payment made _____(7)

9.

The return on assets ratio, the profit margin ratio
and the return of stockholder's equity are
indicators of a company's____(13)

11.

Highest dividend paying company in India
_____(4)

14.

The selling of debts to a debt factor in exchange
of immediate liquidity. (9)

16.

A company with a large amount of debt and very
little owner's investment is said to be highly
_____(9)

Professor Sanjay Dhamija is
the Chairperson of Finance
and Accounting Area at IMI.
He has over 17 years of
in d ustry e xpe rie n ce in
various organizations
including 10 years in senior
management positions. He
has worked with
organizations like ABN
AMRO, HSBC Securities,
Escorts Finance, DCM
Shriram Leasing & Finance
and MMTC of India Ltd.
With an academic experience
of more than 9 years, he has
also authored 2 books in the
area of Finance.

In the year 2000, the insurance sector completed a full
circle. Encouraged by the financial reforms in the
banking sector and securities market, the insurance
sector was opened up for private participation. The
Insurance Regulatory and Development Authority Act
was passed in the year 1999 and that led to the setting up
of the Insurance Regulatory and Development Authority
(IRDA) in the year 2000. The year 2001-02 saw 10 new
licenses being awarded by the IRDA for the life
insurance business in India. As on date in addition to the
LIC, there are 23 private insurance companies operating
in the life insurance business in India, majority of them
with foreign participation.
It was envisaged that the throwing open of the sector to
private participation would promote competition
amongst the various insurers, would provide a choice to
the consumers and would help in achieving a better
penetration of the insurance market. Life insurance
penetration (insurance premium to GDP ratio) was less
than 1% till 1990-91, grew to over 2% in 2001 and stood at
4.40% in the year 2010. Likewise life insurance density
17
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(per capital premium) increased from $9.1 in 2001 to
$55.7 in 2010. Though the insurance penetration has
improved since opening up of the insurance sector and
is comparable with the world average of 4%, it is still
much lower than the advanced nations. Likewise the
insurance density is still way below the world average
of $364.3.

network of agents for underwriting. As on 31st March
2011 it has 1,337,064 individual agents. The private
players have also created an agent base of 1,302,328
agents in the last 10 year.
For the year 2010-11, LIC generated 97.4% of its
individual insurance business through agents and the
balance through other channels including banks
(1.8%), corporate agents (0.6%) and direct selling
(0.1%). The private players have used a mix of agents
and alternate channels for selling insurance policies.
For the same period the share of individual agents in
the business underwritten by the private players was
only 46.90% followed by bank led channels (33.21%),
corporate agents (8.7%), insurance brokers (4.8%)
and direct selling (6.4%). Thus LIC is still relying on
its agents' network whereas the private players are
trying to develop a more balanced marketing channel
mix consisting of individual agents, bancassurance,
corporate agents and insurance brokers.

The Growth of the Industry
The life insurance industry has grown by leaps and
bounds since the opening up of the sector. The first
year insurance premium underwritten by the industry
grew from Rs. 9,700 Crores in 2000-01 to over Rs.
126,000 crores in the year 2010-11 with a CAGR of 29%.
Likewise the total insurance premium grew from Rs.
35,000 Crores to over Rs. 291,000 Crores in the same
period with a CAGR of 24%. Currently LIC enjoys a
market share of close to 71% whereas the private
sector's share is about 29%. A list of the 24 insurance
companies and their first year premium underwritten
during the year 2010-11 and 2011-12 is given in
Annexure-I.

For group insurance however both LIC and private
players are relying more on direct selling. LIC garnered
92.1% of its group insurance through direct selling
whereas private players generated 82.3% of group
insurance through direct selling.

Clearly the introduction of the private players has
helped in expanding the market size and they have
been able to garner a reasonable market share of the
expanding market. In the private sector only 8 of the
insurers have a market share exceeding 1%. These 8
players have a combined market share of about 22%.
The balance 7% of market share is with 15 other
market players.

Product Innovation
In order to incorporate the changing demands of
consumers, insurers have introduced innovative
products to suit the consumer requirements, resulting
in a wide range of flexible products to meet the
requirements for cover at different stages of lifecycle.
Comprehensive packaged products have been
popularized with features of endowment, money
back, whole life, single premium, regular premium,
rebate in premium for higher sum assured, premium
mode rebates etc. together with riders to the base
products in order to offer customized solutions.

During the year 2011-12, LIC increased its market share
from 68.70% to 71.36%. In fact after 2007-08, the
growth rate of private sector has declined whereas
growth rate of LIC has gone up. This may be due to the
uncertainties created in the minds of the investors due
to sub-prime crisis. LIC being a public sector company
and with over 50 years of presence in the industry
enjoy better investor confidence.

Micro Insurance
Marketing Channels

A number of players have introduced micro insurance
products. During the year 2010-11, a total of 3,650,968
individual policies were issued under this category

Life Insurance in India is primarily an agent driven
business. LIC traditionally has relied on its vast
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with a total premium of `130.41 Crores In addition
15,259,001 lives were covered through group schemes
under micro insurance category at a premium of 155.23
Crores. The industry has over 10,000 micro insurance
agents as on 31st March 2011.

products easily accessible to the customers and
maintaining high service standards. In absence of any
social security system, the demand for insurance
products – both for risk cover and for investment
purposes – would continue to rise.
The primary focus of LIC with a dominant share in a
growing market should be to protect its market share
and its strategic choices need to be aligned
accordingly. Cross selling would be an important tool
for the LIC as it already has a large customer base.

Expense Ratio
A major head of expense for the life insurance is
commission paid to the channel partners. During the
year 2010-11 the industry average of commission as a
percent of total premium was 6.29%. LIC incurred
6.56% towards commission whereas the average for
the private insurers was at 5.65%. As LIC relies almost
exclusively on the agents, the commission ratio is
higher than that of the private players who are using a
mix of marketing channels including direct selling.
Operating expenses accounted for 18.11% of the gross
premium in case of private players whereas the same
figure stood at 8.34% for LIC. LIC is enjoying major
economies of scale because of its large business
volume.

The focus of the private players, with small market
share in a growing market should be on gaining
market share even if it means higher costs and lower
profitability in the short term. To remain competitive,
a close watch at the expense ratio would be needed.
The new players need to develop a cost focus in
addition to the revenue focus. Going forward
significant cost reduction can be targeted in the
following areas:

»

Back-office costs: by improving internal
efficiencies and by using outsourcing;

Profitability

»

Insurance is a capital intensive business with long
gestation period. It takes 7-10 years to break even. In
the initial years there are high costs of infrastructure,
customer acquisition, training, marketing etc. On the
revenue side as well the renewal premium and
investment income start contributing in the later
years. At the end of the year 2010-11, 12 of the insurers
reported profit. They include LIC, ICICI Prudential,
Birla Sunlife, Max New York, Bajaj Allianz, SBI Life,
Kotak Mahindra, TATA AIG, MetLife, Aviva, Sahara
India and Shriram.

Straight through processing through
investment in technology;

»

Distribution costs by using innovative
channels like bancassurance, cross-selling
and direct selling;

The benefit of low cost can be passed on to the
customers by way of low premium and higher returns.
With very low product differentiation in the
insurance products, cost differentiation can prove to
be an effective strategy to raise the customer base.
To conclude the current scenario of life insurance
industry offers exciting opportunities in the diverse
management areas:

Future directions
The life insurance industry is going through an
interesting phase. The challenge before the industry
would be to expand the market by tapping the
unexploited potential. This would require
understanding the customers' needs, designing
innovative products to meet those needs, making

»

Finance – Cost Management, Investment
Management

»

Marketing – CRM, Marketing Channel
effectiveness, Consumer Behaviour, Cross
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Selling, Product Innovation, Customer
Retention

reduction, Improving Operational Efficiency
and Data Base Management.

Human Resources – Training and

Whether LIC would be able to retain its market share
or the new players would be able to seize a larger
market share, no doubt the market size would expand
and the ultimate winner would be the customer.

»

Development, Employee retention

»

Information Technology – Use of IT for cost

2011-12
Life Insurance Company

New Premium
Underwritten
(in Rs. Crores)

% Share

New Premium
Underwritten
(in Rs. Crores)

% Share

2713.71

2.38%

3462.41

2.75%

ING Vysa

637.84

0.56%

659.86

0.52%

Reliance Life

1809.29

1.58%

3034.93

2.41%

SBI Life

6526.55

5.71%

7570.72

6.02%

Tata AIG

939.69

0.82%

1330.71

1.06%

HDFC Standard

3832.7

3.36%

4065.4

3.23%

ICICI Prudential

5078.72

4.45%

7860.99

6.25%

Birla Sunlife

1925.63

1.69%

2077.13

1.65%

Aviva

799.52

0.70%

745.06

0.59%

Kotak Mahindra Old Mutual

1164.27

1.02%

1253.15

1.00%

Max New York

1908.09

1.67%

2059.63

1.64%

1074.9

0.94%

703.95

0.56%

Sahara Life

71.49

0.06%

91.04

0.07%

Shriram Life

396.13

0.35%

575.18

0.46%

Bharti Axa

224.26

0.20%

362.4

0.29%

Future Generali

343.68

0.30%

448.84

0.36%

311.01

0.27%

444.95

0.35%

Canara HSBC OBC

692.39

0.61%

822.75

0.65%

Aegon Religare

207.65

0.18%

274.86

0.22%

DLF Pramerica

102.83

0.09%

74.02

0.06%

Star Union Dai-ichi

964.87

0.84%

758.55

0.60%

India First

982.14

0.86%

704.76

0.56%

10.78

0.01%

0

0.00%

IDBI Federal

Edelweiss Tokio

Total Private Players

32718.14

28.64%

39381.29

31.30%

LIC

81514.49

71.36%

86444.72

68.70%

114232.63

100.00%

125826.01

100.00%

Grand Total
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fin quiz (on pg 12)
1.

John C. Bogle

8.

2.

Round–tripping/round trip transactions
(strategy in which an asset is sold to another
business with the agreement that the asset will
be repurchased by the original owner at some
point in the future)

9.

2010-11

Bajaj Allianz

Met Life

answers
Monday Effect
A term used to describe a rate of economic
growth high enough to avoid recession, but
slow enough to avoid high inflation.
10.

Physical stocks of a commodity those are
available for delivery upon futures contracts,

3.

Paisaboltahai.rbi.org.in

but whose quantities cannot be accurately

4.

British Indian Rupee, French Indian Rupee

identified.

5.

John Shepherd-Barron, Barclays Bank (London,
1967)

6.

Edward A. Calahan in 1867

7.

A rule stating that in order to find the number of
years required doubling your money at a given
interest rate, you divide the compound return
into 72. The result is the approximate number of
years that it will take for your investment to
double. For example, if you want to know how
long it will take to double your money at 12%
interest, divide 72 by 12 and you get six years.

11.

A corporate-takeover strategy with which a
third party poses as a white knight to gain trust,
but then turns around and joins with unfriendly
bidders. (White Knight is a company that
makes a friendly takeover offer to a target
company that is being faced with a hostile
takeover from a separate party. )

12.

Bank of New York, which was the first
corporate stock traded under the Buttonwood
tree in 1792, and the first listed company on the
NYSE.

crossword (on pg 16)
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the financial world at crossroads: impact,
risks and challenges

by Prateek Parimal
PGDRM, IRMA

The seventh largest corporation of United States overstated its earnings for four years by $586
million and created limited partnerships to hide $3 billion in debt. Investors lost confidence in
the company and Enron stock that had been worth as much as $90 per share in 2000 fell to less
than $1 per share. It also led to dissolution of Arthur Andersen, which was one of the largest audit
partnerships in the world.

India had become the buzzword and was hailed as one
of the fastest emerging economies till 2011. Then came
the year which started on a wrong footing when
Standard & Poor's (S&P) and Fitch raised a red flag
over the nation's credit rating. The global economy
was already in shatters and the growth prospects of
India looked dim. Based on their calculations the
credit agencies revised their outlook on India from
“stable” to “negative”.The media went frenzy over the
credibility of the rating firms. However the worst
performance reported in the last nine years on the
GDP front of 5.3% was one of the signals for the credit
agency to revise their outlook. Although the low GDP
growth rate was a red warning, the India's
economybecame more entangled when itsunending
problem of inflation is taken into account. The
Wholesale price index keeps knocking the upper
limits of 9% which has always remained a point of
concern for the policy makers. Concerns were raised
about the Indian economy being fallen into the
Stagflation mode. The rupee was loosing its value and
the industry people were demanding the RBI to step in
to cure the illness, apart from some expansionary
policies by the government. People went as far as
comparing the situation with that of the BOP crisis of
1991. This although seemed a bit far fetched, taking
into account the present remittances and capital
inflows that we attract; yet if we go by the estimates,
we can see that our foreign reserves had declined from
a modest $322 billion to $294 in 2012 which can afford
a mere seven months of imports.There has been a
severe damage done to our sound financial reputation
due to all these events.

Enron Financial Scandal (2001-02)

The company was involved in an accounting scandal in 2002 that resulted in a significant
restatement of revenues from 1999 to 2001. The restatement was the result of an improper
booking of sales related to "channel stuffing”, which is the business practice where a company
inflates its sales figures by forcing more products through a distribution channel than the channel
is capable of selling to the world at large.
Bristol-Myers (2002-2003)

The second largest long distance telecommunications company of the United States overstated
its earnings of 2001 and the first quarter of 2002 by $3.8 billion. It had capitalized the routine
payments that it made to other companies for using the communication network, in its books of
accounts, thereby overstating both its assets and profits.
WorldCom (2002-03)

This American corporation was accused by the Securities and Exchange Commission for using a
variety of what it called “accounting actions” and “accounting opportunities” to meet or exceed
Wall Street expectations and disguise its true operating income from investors. These actions
accelerated its equipment revenue by $ 3 billion and its pre-tax earnings by $1.5 billion.
Xerox Corporation (2002-03)
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Abstract
A series of improper strategies as well as
imbalances in the global economy has brought the
Indian economy on the back foot. The article
deals with the causes which lead to the present
imbalance, the risks and challenges they offer
along with the strategies to bring the economy
back on track.
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second best performing nation in terms of GDP
growth rates. Our foreign direct investments
(FDI) are still a smaller percentage of the total
capital inflows. Although many policy changes
have been brought to attract more foreign capital
yet the main stress of the policy makers should be
on opening up the economy to attract more FDIs.
The government has to take strategic decisions
like the recent FDI policy change, in order to
attract more non-volatile investments which
would make our system more stable.

Causes
Due to the integration of the world economy there are
manifoldoutcomesof any economic alterations. The
basic problem can be attributed to the twin deficits
which are plaguing the Indian economy- Fiscal deficit
& Current account deficit. The ambitious policies of
the government have already pushed the fiscal deficit
to as high as 5.8% which is major cause of concern. The
current accounts deficit is soaring to as high as 4.5% of
the GDP which is the worst among the other emerging
nations. The high CAD of about $21.7 billion in 2012
and the extravagant spending of the government on
subsidies is a major cause of concern. The rise in the
demand of foreign goods coupled withfalling exports
due to the so called recession globally has resulted in
swelling our trade deficits to over 10% of the GDP.
Even though all these issues seem entangling there are
ways out of this turmoil which could be achieved
through effective planning and proactive measures.

»

Risks and Strategies
»

»

One of the major problems of our fiscal deficits has
been the disproportionate distribution of our
basket of imports. Almost 45% of our total import
bill is only due to crude oil, gold and silver
imports. A greater proportion of the imported
gold is used for investment as well as for hedging
purposes by the Indian middle class. The
deregulation of the oil prices along with a cut on
fuel subsidy can reap better dividends. The
government should think of a long term
proposition of developing its financial sector
especially in rural areas, as they are the major
consumers of gold, along with containing
inflation to drive down its demand.
In the shorter run the major problem facing the
Indian economic scenario is the high rupee
volatility and the only way to bolster the strength
of our currency despite a high CAD is to attract
more and more capital inflows. This will demand
a high rate of growth although we are still the

»
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Tackling the high CAD-to-GDP ratio should be
our major target if we want to bring back the
Indian economy on the path of its glory. The first
thing to be kept in mind is that the high CAD is
not only due to our disproportionate imports but
is a cumulative effect of our unsustainable
structural imbalances created over a period due to
fractured policy structures. The lion's share of our
exports comprise of the software industry which
is vulnerable to currency swings and is in the
hands of the private sector. Thus the main stress
of the government should be on the promotion of
our manufacturing as well as agriculture sector so
as to gain competitive advantage. The massive
trade deficit of around $40 billion that we have
with China in 2012 is a clear indicative of our own
policy flaws. We have to transform our labourintensive industry model to compete with our
neighbours and this again should not run into any
controversies of unemployment because a major
chunk of our surplus labour force is suffering from
disguised unemployment. Tariffs should be raised
along with a strategy to push exports wherever
required to avoid dumping of cheap, low quality,
low technology manufactured goods in the
country. A successful example can be the wiping
out of the cheap “China mobiles” due to the
coming up of technologically sound and price
competitive local manufacturers.

policy paralysis along with some implementation
gaps in the present policy structure. The launch of
the national rural employment guarantee scheme
has been a double edged sword for our economy.
Although it has garnered the votes for the ruling
party, it has not only pushed the rural wages up
which is a positive thing but has led to a general
increase in wage expectation which the SME's
cannot meet. The cumulative effect being a
mismatch between the rural labour supply and
demand. Also a number of investment projects are
hanging in mid-air due to the systematic
slowdown in decision making. The main concern
of the policy makers now should be to regain the
confidence of the investors through a slew of
policy reforms and pro active decisions.
»

Thus the government needs to look inwards to find
better solutions to its worries rather than to take short
term currency manipulations which could further
erode our foreign reserves leading to other
repercussions. In short the above solutions can
provide a win-win situation for our economy.
References
The Economic Times, “Downgrade threat looms
despite policy reforms”, September 17, 2012,
(Downgrading by the Credit Rating Agencies)
Business Standard, “Is India moving towards
stagflation”, July 4, 2012, (The problem of CAD- GDP
and stagflation problem)
http://www.economywatch.com/inflation/controllin
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For the long term attainment of goal the focus on
investments in infrastructure is the most
important step. Execution of the stalled projects
in a transparent manner should be the first step
towards reversing the crisis.

http://www.firstpost.com/economy/gold-importsresponsible-for-high-current-account-deficit415633.html(the reasons behind higher CADs and
Fiscal deficits.)
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One of the most important causes overshadowing
all the earlier mentioned ones, is the current
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behind maintaining the status quo on CRR was not
well supported.

is CRR really required?
by Mithilesh Borgaonkar
PGDM, IMI Delhi

bank is required to maintain at the close of business
every day, a minimum proportion of their Net Demand
and Time Liabilities as liquid assets in form of cash,
gold or approved G-Sec securities. This ratio is known
as the Statutory Liquidity Ratio. Repo rate is the rate
at which RBI lends short term money to banks against
securities. Reverse Repo rate is the rate at which
banks park their short term excess liquidity with RBI.
Open Market Operations is the process by which RBI
adjusts liquidity in the market through sale or
purchase of government bonds on open market. Bank
Rate is the rate at which banks could borrow from RBI
and are not backed by any securities or collateral.
Hence Bank Rate is usually higher as compared to
Repo Rate. The following table explains the impact of
these tools on the monetary system of the country.

In this article I would touch upon the various tools
which RBI has under its umbrella to control monetary
policy and try to find out which of these tools can
replicate the effect of CRR in controlling liquidity, the
pros and cons of CRR and try to paint an imaginary
picture of the Indian banking system without CRR.
The major tools which I am going to touch in brief are
SLR, CRR, Repo Rate, Reverse Repo Rate, Open
Market Operations and Bank Rate.
Cash Reserve Ratio is the portion of the Net Demand
and Time Liabilities (deposits) which the banks have
to maintain with RBI in form of cash or cash equivalent
on a fortnightly basis. In addition to cash reserve, every

The controversy over CRR started when SBI
Chairman Pratip Chaudhuri made a strong pitch for
abolition of CRR during the FICCI Banking Conclave.
He advocated that abolition of cash reserve ratio could
release scarce capital resources which would help
banks in reducing rates for the industry. Banks are
currently required to keep 4.5 per cent of their
deposits with RBI. This money kept with RBI does not
earn any interest and is costing the banking system
INR 24,000 crore. To support his stance, he gave the
citing of insurance industry which accepts deposits
from public but is not mandated to have a cash reserve.
He was also of the opinion that RBI should do away
with CRR and in turn should increase SLR by same
per cent as banks can earn interest on SLR deposits.

Abstract
The famous public spat between the SBI
Chairman Pratip Chaudhuri and the RBI Deputy
Governor K.C. Chakrabarty followed by comic
remarks of D. Subbarao on the need for CRR has
made many experts rethink on the importance of
CRR. In this article we would try to look into
different viewpoints on CRR and the whether
RBI could do away with it without diluting its
power to control the monetary policy.

In response to the statement made by SBI chief, the
Deputy Governor of RBI K.C. Chakrabarty strongly
commented that CRR is a cost that banks need to
manage. The reason which he cited to support his
stand was that maintaining CRR is in accordance to
The Banking Regulation Act and according to the
amendment made to this act in 2006 RBI cannot pay
interest on CRR. However his reasons and logic
26

Having touched upon the different tools available
with RBI for monetary control let's have a look into the
scenario wherein RBI abolishes CRR and its effects on
the economy and monetary control. Doing away with
CRR either completely or in a phased manner could
have positive as well as negative effects. Let's first
begin with the plusses of doing away with the CRR.

The recent reduction in CRR by 25 bps has released
INR 27,000 crore in the economy. Doing away with
CRR would further release approximately INR 3
trillion into the economy. The banks could then use
these funds to lend it to businesses or invest it in
government securities at 8 per cent. Such investments
would enhance the bottom-line of the banking system
27
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by INR 24,000 crore p.a. (if invested at 8 per cent).
With RBI and government gearing up to meet the
Basel III standard by 2019, additional INR 5 trillion is
required for banks to meet the capital requirement
norms. The INR 3 trillion freed up from CRR and the
interest of INR 1.7 trillion earned on it over a period of 7
years could easily help the banks to infuse such
additional capital without any external support. Also
the abolition of CRR would help to provide a boost to
the economy and industrial growth as it would bring
down the interest rates.

meet the fund requirement for interbank settlement,
RBI also extends temporary funds in form of Intraday
Liquidity (IDL). However with abolition of CRR the
IDL support provided by RBI would need to be
increased to meet the settlement needs.
Let us paint an imaginary picture of economy without
CRR and how RBI could substitute it with other tools.
With reduction of CRR, RBI could directly infuse
more liquidity in the economy. The liquidity infusion
is immediate and hence also poses a big problem for
banks to manage it. The banks then may reduce the
interest rates and provide loans at lower cost or may
invest the excess funds in securities to get more
returns. With increase in CRR, banks may liquidate
its investments or may have to increase the deposit
rates to attract more deposits and meet the increased
fund requirement. This could increase the interest rate
and the cost of funds available to business. This would
also immediately squeeze the excess liquidity from the
market. Thus CRR immediately influences liquidity
and may change the interest rates with a delay.

Cash as such is a depreciating asset if not invested and
it depreciates due to inflation. CRR mandates banks
to keep certain portion of cash with RBI which earns
no interest. Such a mandate is to prevent insolvency of
banks. However with current CRR at 4.5 per cent, it is
valid to argue that to what extent this small per cent of
deposits would protect the banks against bankruptcy.
With such cash reserves, the assets with the banks are
depreciating at a faster rate than what is depicted on
its balance sheet. Unlike other assets, depreciation is
not charged on cash reserve set aside with RBI. This
underestimates the depreciation on the balance sheets
of banks and overestimates the profits.

However such effects could also be achieved through
simultaneous use of Open Market Operations and
changing Repo or Bank Rate. To simulate the effect of
decrease in CRR, RBI could go for OMO and buy more
government bonds and with a certain time delay could
proportionately decrease the Repo rate/Bank rate by
few basis points. The OMO would increase the
liquidity in the system and Repo rate decrease could
reduce the interest rates in economy. Similarly to
simulate increase in CRR, RBI could go for OMO to
sell more government bonds in open market and with
a delay increase the Repo rate or Bank rate by few basis
points. This combination of OMO and Repo rate
operation could replicate the effect achieved through
alteration of CRR. Even though this may be valid in
theory there could be exception scenario in which case
such operations cannot replicate the CRR effect
exactly. However these exceptions can be handled by
using other policy tools available with RBI.

However on the other side of the coin, the downside of
doing away with the CRR is increased inflation rate.
With excess liquidity of INR 3 trillion, the inflation
rate in the economy would reach more than double
digit causing severe price rise and hardships to
common man. Also the increase in supply of rupee in
the economy would lead to depreciation of rupee as
compared to USD. Oil prices in India are mainly
affected by the exchange rate. Depreciation of rupee
may lead to increase in cost of oil, thereby further
widening the fiscal deficit due to higher import bill.
The fund transfer between two banks through RTGS
and NEFT facility available to its customer is achieved
through interbank settlement system. Currently the
interbank settlement between two banks is done by
RBI by using the funds of the two banks which it has in
form of CRR. To further extend additional support to

benefits from abolishing CRR in current economic
conditions outweighs the benefits achieved by
keeping CRR intact. Also on control front, RBI would
not significantly loose it monetary power and could
achieve same regulatory effect through the use of other
monetary tools. As such in the global context we have
many examples of economies like Sweden, Australia,
Canada etc. where the central bank has exercised
monetary control without the requirement of CRR
mandate. It would be interesting to see how this
debate shapes up and understand the future outlook of
the regulator on CRR.
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the indian banking industry:
restoring trust through inclusion

by Ravish Kumar
PGPM, IIM-A

Introduction: The Post-Crisis Phase and Indian
Banks
The strange characteristic of any financial crisis is the
post-crisis shift in focus on the Developing Nations
(the Central and Eastern Europe, Turkey, Central Asia
and the Third World) and their response to the
financial shock. The global banking system, suddenly,
comes under scrutiny, and regulation, once its role as
the back bone of the national economy is emphasised.
With a comfortable capital adequacy ratio of 14.17%
(9% required for scheduled commercial banks) and
growth trajectories and scale comparable to Chinese
commercial banks1, the Indian banks have attracted
widespread attention from global fraternity. However
the sheer size of banks becomes a cause of concern
when the economies are overly “financialised” and the
focus is more on consumer protection than inclusion.
Highly “financialised” ecosystems (households,
corporate, government etc.) are those that are
'disproportionate to the size of the real economy'and
are burdened with debts beyond their repayment
capacities2 - eventually leading to loss in their
credibility, accountability and efficiency.
Trust Restoration and Financial Inclusion
Abstract

Lately, the agenda in focus is 'financial inclusion' and
its role in increasing trust in the financial sector,
which can only be restored through enhanced quality
and quantity of capital requirements and restrictions
on proprietary trading. The success of the financial
sector shall be determined by the scale of symbiotic
collaboration between consumers, regulators and
banks themselves. In a seminal post-crisis research
conducted by the Social Market Foundation, the
financial crisis wasn't found to have a long term

The article outlines financial inclusion for trust
restoration in the post-crisis financial machinery
of India. Posed with numerous challenges of
effective risk mitigation, cost control and capital
optimization, the banking industry may have to
re-innovate service/product offering models for
the socio-economically underprivileged. The
emerging role of NBFCs, functional NGOs, MFIs
is discussed.
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impact on the consumers' trust conjunct with the fact
that 'large and apparently impregnable institutions
remain in control of the market and stifle
innovation'.3as per the report, the distrust is largely
governed by the 'distinctive nature of consumer
finance products'.

In supply constrained economies like India, the
absorptive capacities of the financial system demand
attention ensuring that the smooth investment
activities lead to productive use of socio-economic
capital and don't give rise to 'asset price bubbles or
other distortionary trends'.5It's been largely
purported that the demand of the rural sector (that
has witnessed dramatic changes from being largely
agrarian to gradually service driven) are slated to
change drastically to a more sophisticated one. If just
10% of the population is insured, 2% has an access to
credit cards and just 47% has bank accounts, financial
infrastructure needs not just an innovation in
products and services offered but also newer inclusive
growth models for years to come.

In markets dominated by complexity and opaque
competitiveness, consumers (especially those at the
socio-economic bottom of the pyramid) disengage
with market developments. Consumers not adept
with financial knowledge rely on the expertise of the
service providers while subscribing to their products/
services like pensions, insurance, or current/ savings
account. In the contemporary post-crisis scenario,
agent trust, trustworthy information and market trust
have evolved as much discussed and documented
words in the financial literature.3

Indian Banks and the Global Counterparts:
Innovation is the Key
In contrast to global counterparts like UBS (assets ~
260% of Swiss GDP), Deutsche Bank (assets ~ 75% of
German GDP), the two largest Indian banks – SBI and
ICICI – jointly account for just 25% of the Indian
GDP.5 While to keep pace, the banks shall need to
ramp up their asset valuations, the need for effective
risk mitigation, cost control, capital optimisation and
product/ service innovation for the inclusive growth
agenda may not be neglected. A restored trust in the
financial system shall only be indicated when the
complex and non-compliant norms don't become a
hindrance to investments in productive financial
instruments – the rationale applies to the socioeconomically marginalised consumers who are yet to
be covered by Non-Banking Financial Corporations
(NBFCs)/ Business Correspondents (BC)/ Aadhar
Project. Newer service distribution models like BCs
and Microfinance were one step towards innovating
social change through financial infrastructure. The
Nair Committee Report (2012) on the financial
inclusion agenda is a major step towards ensuring a
collaborative approach with NBFCs, functional
NGOs and BCs.6Fundamental developments like the
establishment of CIBIL enabling transparent sharing

The Indian Banking Industry: Financial Inclusion
and Enhanced Absorptive Capacities
There is evidence of direct correlation between rural
poverty reduction and rural branch expansion in
published literature. Therein has been noted – a higher
bank borrowing among the rural manual households
and the lower caste-tribal households.4 It largely
started post change in the ownership structure of the
largest commercial banks in India (during the early
1990s) when they were exposed to competition,
subjected to equity divestment, autonomy and
regulation. Historically, the 1:4 bank licence policy
(which was later discontinued in 1990) requiring the
banks to open 4 rural branches for each urban branch
was taken synonymous with inclusive financial
development.4 Priority sector (agriculture, small scale
industries etc.) lending and to disadvantaged/
marginalised castes of society continued to be an
agenda of financial inclusion. However, emerging
challenges include capital optimisation given the
defined requirements banks are required to abide by –
regarding investments in bonds and other specific
asset classes including priority sectors.
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of credit and trustworthiness data is crucial in the near
term so that NPAs witness a decline. Remarkably,
NBFCs have staged a crucial value addition to
financial services owing to the specialisation in niche
business segments (e.g. Power Finance), lower cost
structures and higher proximity to customer needs.

fromhttp://economictimes.indiatimes.com/opini
on/columnists/t-t-ram-mohan/how-to-restoretrust-in-banks/articleshow/15038861.cms, Sep,
19, 2012
3.

Conclusion
With the burden of financing the $1 trillion
infrastructure requirement in 12th Five Year Plan and
being the major source of funds for NBFCs, Indian
banks are poised with significant challenges to
reinforce trust in their risk management efficiency and
scaled development. Enhanced measures of
infrastructure securitisation and deposit insurance
cover shall enable trust development in the financial
machinery.7 As pointed out by Naina Lal Kidwai, 'the
success of financial inclusion initiatives…should not
be measured on the basis of the number of products
distributed, but on the number of individuals who
have become motivated to use these services on a
regular basis'.8
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As goes the saying, the wisdom having been laid before
the Indian banking system, which has been known so
far for its robustness and health. It withstood the
shocks of the financial crisis that followed the
bankruptcy of Lehmann Brothers. India, with much of
Asia was left untouched by the financial crisis that
affected the economies of the west through 2009. In
particular China and India, seen as the powerhouses of
the future, are economies where the link between the
banking system and industrial growth is strong.
China's huge infrastructure was built by funds
provided by central and sectoral banks willing to take
on the burden of long-term debt. The process however
raised the threat of exposure to poor quality and nonperforming assets and regulation was seen as a threat
to growth. In contrast the percentage of loans in India
as a percentage of GDP is less than 50% and is
indicative of an untapped and underdeveloped credit
market.
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The path of the future is clear: banks will need to play
an important role in the growth of India, as in China.
The 1 trillion $ figure touted by the Planning
Commission is no policy chimera, it is already being
committed to and rolled out in the 2012-2013 budget.
As in China, the mechanisms to raise funds for fixed
assets will shift to equity and self-raised funding but
the initial impetus may need to be provided by public
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sector banks willing to take some exposure in assets
with long gestation periods such as in the power
sector.

the fear of the unknown, and it is easy to overlook how
Derivatives in their original form were used to manage
business risk very effectively. The damage, as with any
financial instrument, is due to information asymmetry
and bad judgment – not the instrument itself.

Beyond the Reserve Bank: Gearing for a new era of
Risk

Going ahead, the fact remains that off-balance sheet
(OBS) activities will contribute a larger portion of
profitability and risk management of Indian banks and
the system needs to be prepared for it. It is for a more
robust and internationally accepted framework such
as BASEL III to take on the mantle of regulation and
stress testing when faced with this new – but
unknown – future of bank operations. It is time for
critics to see this layer or regulation, not as a
redundancy but rather as a necessary contingency to
adjust to changing realities of the financial system and
an Iron framework under the existing regulatory
environment.

One of the strengths of the Indian banking system is
the tight-loose oversight of the Reserve Bank that
plays the role of the deft navigator and benefactor in its
time of crisis. Providing a liquidity adjustment facility
and selling and buying currencies in the spot and
futures market for monetary stabilization. Adjusting
the CRR, SLR and setting the repo rates is also its
responsibility. Establishing guidelines and taking
punitive action against defaulters – the RBI covers the
whole gamut of regulatory duties to keep systemic
risks at bay. Why then – BASEL's opponents argue – is
there need for a redundant regulatory framework?
BASEL III, is a product of the financial crisis caused by
excesses of US and European banks and shadow
banks, dealing in exotic derivatives and financial
instruments. Why, they say, does it need to be
applicable for Indian banks with their more
traditional operations?

capitalized to meet their targets, and the PSU banks
could do so after divestment from the current 51%
government stake to about 30% to raise the requisite
capital. The silver lining is that Indian banks would
need to make few structural changes to conform to
BASEL III norms as the bulk of their operations are
still traditional. Going ahead however Indian banks
will be entering an inevitable phase of rising Off
Balance Sheet activities and that is where BASEL III,
being a vaccine for the affliction that struck global

Simultaneously critics raise concerns about the
increasing cost of funds and the expenses that might
creep in and slow the credit expansion of banks. Banks
they say, must fund the infrastructure expansion and
growth of SMEs in India, and will be reluctant to do so,
leading to an industrial recession as the BASEL III
adoption completes by 2016.
These concerns are genuine but miss the larger
zeitgeist in the world of banking. Compared to its
contemporaries abroad, the Indian banking system
has so far been operating in a relative black box,
serving mostly domestic requirements and sticking to
conservative operations. The trend is changing with
the RBI opening the door for Derivatives
opportunities to Indian banks. The critics of
Derivatives trading may have swelled in recent years
but as the saying goes – the oldest and strongest fear is

Additionally, BASEL III's general tendency to push
banks towards traditional activities will ensure that
the global financial milieu will become more and more
familiar to the one Indian banks have so far thrived in.
As the integration of the Indian banking system
continues into the future the standardization of global
banking will only help the domestic banking system.

Exhibit: How Indian banks fare
Function

Basel III baseline
Tier 1 capital to be 6% by
2015

Tier 1 capital averages
above 8%

Leverage Ratio

Tier 1 capital has to be at
least 3% of total assets

With RBI's Statutory
Liquidity Ratio in place and
a high Tier 1 capital, this
should be easy to maintain

Counter-cyclic Buffer

If credit growth is larger than RBI is well positioned to
GDP, national regulators are
handle additional Capital
allowed to increase bank
Requirement regulations
Capital Requirements up-to
2.5%

Net Funding Stability
Ratio

To ensure risky assets are
covered by stable liabilities,
and the ratio is at least 1 by
2019

Indian banks have fewer off
balance sheet activities and
securitization pipelines and
high percentage of core
deposits

Liquidity Coverage Ratio

Ratio of quickly liquifiable
assets to cash requirements
over a 30 day stress period
is at least 1 by 2015

More stringent liquidity
requirement than NFSR also
because the implementation
time is shorter. The existing
RBI regulations on the
'maximum permissible gap'
are easier to meet.

The framework Indian banks may need to raise upto
Rs 5 lakh crores as capital to meet BASEL III
compliance norms. Private Indian banks are well
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Position of Indian Banks

Capital Requirements

Adoption of BASEL III – not a moving target for
Indian banks
Banks in developed countries argue that the stringent
capital requirement norms incorporated in BASEL III
will be difficult to implement and will result in
increased cost of funds and credit slowdown. BASEL
III norms require the 'creation of capital buffers to
absorb shocks' and 'enhancing the quantum of
common equity'. At least one former IMF economist,
Raghunath Rajan, in 2007 has attributed problems in
the global money market to western banks not having
set aside enough capital buffers to survive a cash
squeeze. With BASEL III upon them, McKinsey
reports that banks in Europe and the United States
will have to raise about €1.65 trillion of new capital,
about €1.9 trillion of short-term liquidity, and about
€4.5 trillion of long-term funding. This is expected to
hit Return on Equity for shareholders and share prices
of banks have already shown a downward trend.

finance in 2007, will provide the air bag in case of a
high speed economic crash – ensuring Indian financial
system doesn't bleed like its predecessors.
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Exhibit: SWOT for Indian Banks

business and economy
by Arjun Uppal
team finalyze
Too often in the times of turbulence, temptation relies
more on seeking safety measures and batten down the
hatches by a clear focus on what is certain and can be
controlled. The need of the hour is to adapt to the
recurring changes in the economy and react to the
situation by turning inward and acting defensively to
avoid damage and minimize risk. Caution and
prudence, like most other leadership traits, are useful
only in conjunction with the execution of good
strategy along with good judgment of market forces.
In stressful circumstances, leaders need to remember
that not all risks are bad, not all opportunities for
growth disappear, and a broad focused perspective is
more important than ever.
secondary effect by causing the government to divest,
thus freeing PSB's from the burden of bad assets,
which some speculate, are much more widespread
than are reported.

Long term benefits of BASEL III for the Indian
Economy
The function of financial intermediaries makes them
essential cogs in the wheel of the local economy. In the
short term the cost of lending will go up and wholesale
borrowers that rely wholly on banks will need to find
new sources of funds. SME's and businesses that don't
have access to equity will go the route of raising funds
from private equity and internal accruals. The
businesses with sound business models however, will
survive as they always have, and the exposure to nonperforming assets of banks will in turn decrease.
NPA's are a problem particularly for Public Sector
Banks and BASEL III might induce a beneficial

Like a strong medicine for toxic exposure, the side
effects will be short lived as the economic system
adjusts, and the slowdown in Industrial growth that
might result in the short term will be offset by a robust
financial system that will not see the devastation of the
scale visited upon the Western economies in 2007.
BASEL III will thus provide an iron framework to the
superstructure of the Indian economy that will grow
without concern of failure as India takes its rightful
place in the world.
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The classical approach that leads to managing the
financial volatility and corporate strategy begins with
a presumption: with certain economic indicators in
consideration, sufficient analytical rigor and an
adequate assessment of probabilities, strategists can
pave a predictable path to the future. In this uncertain,
ever changing world, they would make certain
reasonable assumptions about the evolution of
technology, product markets, government regulation
and economy and, in effect, "assume away" most risk.
These traditional strategies often pay lip service to the
perspectives of the capital markets, to changing
industry structures, and to the forces at work in the
37
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environment. But in reality, a "visionary" corporate
strategy is often an internally driven reflection of what
the company wants the world to look like.

credit lines and demands from their creditors to repair
depleted collateral. Widespread borrower default as
has been seen so far in this crisis, in turn puts pressure
on the lenders, who need their customers to perform
so that they in turn can service their money market
obligations. This truly is a vicious circle.

The incorporation of Risk Management and being
proactive is the new mantra for maintain the growth
trajectory and market leadership; the articulated
strategies should not only be discussed in board rooms
of corporate houses or white boards' rather proactive
actions to initiate the process to implement the
strategy should be taken with actions to incorporate
the uncertain risks depending on the business an
organization is operating with the possibility of
running in a worst case scenario and then the
implementation of Plan B for handling the fluctuating
demand scenario in the most cost efficient manner.

For many observers and actors the crisis came as a
surprise. The market sentiments were positive with
corporate being over leveraged on their positions and
investments and hence when crisis struck they
couldn't be proactive in their decisions and as a result
suffered a period with declining demands and erosion
of revenues on their balance sheets, the ones that
survived this crash were the ones that had good risk
management and had a good team in place to handle
the high pressure situation.

Two of the major financial crises appeared
unprecedented in financial history. The first one
triggered in 2008 with the fall of the investment bank
Lehman brothers which was mainly due to over
exposure in risky assets and the risk management not
being in place. The world was still recovering from the
after effects of the largest financial turmoil since the
great depression that another major crisis took place
on account of few countries being over leveraged with
their GDP to debt ratio in excess of 100%. These crises
spread like wildfire across the globe effecting all
possible countries and thereby the global economy
being pulled towards a meltdown, targeted growth
rate were revised by countries, governments had to
step in with bailout packages, businesses across all
sectors were compelled to rethink their corporate
strategies and incorporate the effect of Risk
Management in their functioning and contingencies
to be made for the worst case scenario.

Corporates lacking adequate approaches for
measuring and managing the effects of
macroeconomic changes often relegate such issues to
the corporate finance function rather than addressing
them within a broader strategy process. Corporates
should more often seek to demonstrate the relevance
of macroeconomic exposure; develop a general
approach for measuring the economic effects of
interrelated, effects of the macroeconomic changes on
the firm; and illustrate the corrective measures in
terms of their corporate strategy to deal with the
prevailing situation, eventually the future is always
uncertain.
What corporates can do to stay ahead in this cut
throat competition and ever changing business
dynamic is proper implementation of the thought
process for efficient and effective utilization of
resources thereby minimizing the risks and
maximizing the returns. The zeal to be the last man
standing should be the GOAL.

Across the globe, the crises have principally had two
effects on businesses across all the sectors: a) a severe
shortage of bank finance, as lenders had either refused
to lend or had done so at very high rates of interest, and
b) material declines in balance sheet values of
borrowers, since demand had evaporated. Without
readily available funding, no economy can thrive and
even the best run companies face default on their

The key to success in this volatile environment is –
Implement the strategy processes and not let the
strategy remain in the board rooms. Planning has to be
in congruence with actions on the ground and having
proper risk management tools in place.
38

wrecking havoc
Black Monday refers to Monday October 19, 1987,
when stock markets around the world crashed,
shedding a huge value in a very short time. The crash
began in Hong Kong and spread west to Europe,
hitting the United States after other markets had
already declined by a significant margin. The Dow
Jones Industrial Average (DJIA) dropped by 508
points to 1738.74 (22.61%)

Black Friday, September 24, 1869 also known as the
Fisk/Gould scandal, was caused by two speculators'
efforts to corner the gold market on the New York
Gold Exchange. It was one of several scandals that
rocked the presidency of Ulysses S. Grant.
In politics and economics, Black Wednesday refers to
the events of 16 September 1992 when the British
Conservative government was forced to withdraw the
pound sterling from the European Exchange Rate
Mechanism (ERM) after they were unable to keep it
above its agreed lower limit. George Soros, the most
high profile of the currency market investors, made
over US$1 billion profit by short selling sterling.

The May 6, 2010 Flash Crash also known as The
Crash of 2:45, the 2010 Flash Crash or just simply, the
Flash Crash, was a United States stock market crash
on Thursday May 6, 2010 in which the Dow Jones
Industrial Average plunged about 1000 points (about
9%) only to recover those losses within minutes.

Silver Thursday was an event that occurred in the
silver commodity markets on Thursday, 27 March
1980. A steep fall in silver prices led to panic on
commodity and futures exchanges.

The Wall Street Crash of 1929, also known as the
Great Crash and the Stock Market Crash of 1929,
began in late October 1929 and was the most
devastating stock market crash in the history of the
United States when taking into consideration the full
extent and duration of its fallout.

The dot-com bubble (also referred to as the Internet
bubble and the Information Technology Bubble]) was
a historic speculative bubble covering roughly
1995–2000 (with a climax on March 10, 2000, with the
NASDAQ peaking at 5132.52 in intraday trading
before closing at 5048.62)

The Friday the 13th mini-crash refers to the stock
market crash that occurred on Friday, October 13,
1989. The crash was apparently caused by a reaction to
a news story of the break-down of a $6.75 billion
leveraged buyout deal for UAL Corporation, the
parent company of United Airlines.

The Paris Bourse crash of 1882 was a stock market
crash in France, and was the worst crisis in the French
economy in the nineteenth century. The crash was
triggerd by the collapse of l'UnionGénérale in January

The October 27, 1997 mini-crash is the name of a
global stock market crash that was caused by an
economic crisis in Asia.This crash is considered a
"mini-crash" because the percentage loss was
relatively small compared to some other notable
crashes.

The Japanese asset price was an economic bubble in
Japan from 1986 to 1991, in which real estate and stock
prices were greatly inflated. The bubble's subsequent
collapse lasted for more than a decade with stock
prices initially bottoming in 2003.
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prahelika – annual finance summit
Prahelika is the Sanskrit word for a puzzle or riddle. The event entails a collaborative search for meaningful
insights into the financial world and sharing ideas and solutions for its problems.

prahelika 2010
In the spirit of the post-recession world, Prahelika 2010 brought together a series of speaker sessions and
events over the theme of “Financial Innovation and Inclusion”. The Who's who of the industry and financial
fraternity descended upon the IMI campus. Some of the luminaries included Dr Kaushik Basu (Chief
Economic Advisor GOI), Mr Sunil Mitra (Revenue Secretary, MoF), Mr Sanjiv Goenka (Vice Chairman,
RPG Enterprises) and Mr Abhishek Barua (Chief Economist, HDFC Bank).

prahelika 2011
The aftermath of the event almost propitiously saw another year of economic recovery, a year of 8.5% GDP
growth. In keeping with times, Prahelika thus germinated the theme of “Infrastructure Financing:
Investing in India's Growth”. Inaugurated by R.M. Malla, CMD of IDBI Bank, it brought together speakers
like S Vishwanathan, CMD, SBI Capital Markets; B A Prabhakar, Executive Director, Bank of India;
Pradeep Kumar, CEO and WTD, IIFCL; Rajeev Talwar, Managing Director, DLF Developers Ltd. A highly
charged panel discussion, aired on UTV Bloomberg, concluded the need for clear policy supplemented
with innovative ideas in order to have better infrastructure.

prahelika 2012
The year 2012 has seen the return of gloom and uncertainty. Prahelika comes full circle this year with the
theme “Managing Finance in This Turbulent World”. A platform has been formed to inform, discuss and
look for solutions to the towering problems facing the financial world. The first session on the Indian
Banking Industry titled “New realities of risk and liquidity” would address topics ranging from the new
capitalization demands to how to manage the trade-offs in these lean times while managing stakeholder
expectations. The next session titled “Financial Turmoil: Effects, Reforms and Investment Strategies”
would be dealing with weakening industrial growth, high fiscal deficit and discussing policy inaction it
would segue into the third session on “Financial Regulation” which would discuss the impact of the recent
regulatory changes across banking, securities and insurance. With an eminent list of speakers lined up
from across the corporate world and prestigious management institutions and with UTV Bloomberg as the
official broadcast partner for the second year running, PRAHELIKA 2012 is set to scale new heights as the
premier B-school finance summit across the country.
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FINALYZE, The Finance Committee
FINALYZE, the Finance Committee of IMI was setup
with the sole objective to help the students of IMI
become the best source of financial intellect that
produces peerless Quants and Analysts.
This is a student-run committee dedicated to
promoting interest in the financial field. The
committee undertakes several initiatives like Stock
Market Simulations (GLOBUS FENERATUS), Quizzes
(PINK PAPER QUIZ), discussions, guest lectures and
an Annual Finance summit (PRAHELIKA). These
activities provide a constructive platform for
helping budding finance warlocks to grow, and apply
the theoretical concepts they have learned in real
life.
GLOBUS FENERATUS is an online stock simulation
game that gives you the chance to invest virtual
money in your portfolio. The game tests your ability
to trade across the Globe, travelling virtually from
cities to countries across continents to gain an
experience of the current investment & economic
scenarios of the World Markets.
The PINK PAPER QUIZ is an online business quiz
which was launched with the aim of increasing
financial newspaper readership amongst the IMI
student community. Currently in it's second season,
the quiz has proved to be a huge hit amongst the IMI
student community, with plans in motion to extend
the quiz to B-schools across India.

Please send your feedback and queries to:
finalyze@imi.edu

