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2nd Edition of bobWorld Digital Conclave 2023

Glimpses of the Annual Baroda Radiance Conclave
in the presence of Shri Joydeep Dutta Roy, ED &
Shri Virendra Somvanshi, Head - WMS. The event
saw the pan India Radiance team coming together
to celebrate the achievements of FY23 and
strategize for momentous growth in the new FY.
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The 2nd Edition of bobWorld Digital Conclave 2023,
attended by 350+ delegates with 25+ insightful
sessions was organised by the Bank. An incredible
event explored the theme of "Creating Digital
Moafts" & discussing unique & sustainable digital
banking products. On the occasion, Bank launched
5 innovative digital products - bobWorld UPI Lite,
Interoperable Cardless Cash Withdrawal (ICCW),
RuPay Credit Card linking with bob World UPI, Digital
Personal Loan Takeover and Outward Remittance
through bob World app! The event was graced
by Top Management - Shri Sanjiv Chadha, Ex-MD
& CEO, Executive Directors Shri Ajay K. Khurana,
Shri Debadatta Chand and Shri Joydeep Dutta
Roy. Shri Akhil Honda, Chief Digital Officer was also
present on the occasion.

Annual Baroda Radiance Conclave

Chennai Zone awarded with The State Level
Best Banker award by Hon’ble CM of Tamilnadu

Shri MK Stalin, Hon'ble Chief Minister of Tamilnadu,
presented the State Level Best Banker award for
the year 2022- 23 to Mr A.Sarvanakumar, General
Manager & Zonal Head and Mr Suresh Gajendran,
Dy General Manager & Dy Zonal Head, Chennai
Zone.
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Dear Colleagues,

It gives me great pleasure to share my thoughts with all
of you for the first time through the digital edition of the
Bank's house journal ‘BobMaitri’.

| feel proud having assumed the responsibility of
Managing Director and Chief Executive Officer of
India’s International Bank standing on the foundation
of rich legacy of decades of banking experience and
unwavering trust of customers. However, as an Executive
Director and a Barodaian, | have been a direct witness
to the functioning, cultural heritage and achievements
of this organization since March 2021. The spirit of working
with mutual coordination, great core values and the
workforce with the best ethical standards is contributing
to its leading position in the league of great institutions.

The Bank has always been in the forefront in accepting
new challenges, creating new experiences and
taking new initiatives. Appointing a head from a
private institution, setting up an innovation center in
IIT or establishing an institution like BGSS are some of
our experiments which have been adopted by other
organizations. Our outstanding performance in various
areas like Corporate Governance, Risk Management,
Customer Service, Social Responsibility, Technology is
reflected in the accolades and awards we have been
constantly receiving. | am confident that we will contfinue
to evolve and adapt ourselves to the changing banking
needs with the aim of becoming the preferred partner of
customers, businesses and the global community.

We also acknowledge that success brings responsibilities
alongwith challenges. While you are working in the field,
you may face challenges or feel the pressure of achieving
targets but these are the moments when your real talent
and tenacity is tested. In such times, have faith in yourself
and your bank's strength and capabilities. As a part of a
great bank, you must remember that you are not just an
employee, but a change maker.

The results of the last financial year have been excellent.
The Bank has crossed the milestone of 21 lakh crore’s total
business with a YoY growth of 16.6% during the financial
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year 2022-23. The record net profit of ¥ 14110 crore with
Net Interest Income (NIl) of 26.8% during the period is a
reflection of the untiring efforts put in by all our field level
operating units. This profitability has benefited the staff
members of the Bank as well as our shareholders for whom
we have been able to declare a dividend of X 5.50 per
share. Our asset quality has registered an improvement
due fto confinous efforts by recovery teams, at the same
fime the Bank's retail loan portfolio has also grown by
26.8% due to significant growth in overall advances.

Our digital channels which have become the first choice
of next generation customer’s in today's changing
economic scenario have confributed significantly in
all these achievements. Features such aggregation
of accounts from other banks into the BOB World app,
makes the app unique. The Bank has made significant
achievements in the area of retail advances with the
feature of pre-approved loans through Bob World and
digital loan portal.

In order to enhance the customer experience, the Bank
has infroduced ' BOB Video Chat ' and 'BOB Live Chat'
facility on its website for instant resolution of all customer
complaints and queries. Also, the 24 x 7 x 365 availability
of a single toll free number 1800 5700 in 11 languages
for customer support acts as a bridge between the
bank and the customer. As a part of the strategy to be
at the forefront of the digital revolution, the Bank's 5393
ATMs have now been provided with UPI based 'Inter
operable Cardless Cash Withdrawal' ( ICCW) facility.
e-BG (Electronic Bank Guarantee) facility on Baroda
Insta platform in partnership with National e-Governance
Services Limited and setting up of IFSC branch at GIFT City
Gandhinagar under 'Bob World Start-ups' are part of the
innovative steps taken by the Bank towards fulfillment of
needs and aspirations of new age entrepreneurs.

Amidst these innovative business initiatives, it is also
our collective responsibility fo ensure better health of
our human resources who extend these facilities to our
valuable customers by providing a suitable work place
environment and training facilities according their needs. |
am happy that we have been once again been selected
as a 'Great Place to Work' Bank which is a benchmark
indicator of human resources. In the current financial
year also, we will ensure to take more initiatives for our
employees so that they can work for business growth in a
focussed manner with greater efficiency.

It is said in the ‘Atharvaveda’ that ‘@ 7 gfamor g&t ST
} 9 anfga:’ which means if | do hard work with right
hand, victory will automatically come to my left hand. If
we confinue our efforts with this motto, | am quite sure
that we will once again succeed on all the business
parameters.

With best wishes,

Debadatta Chand
Managing Director & Chief Executive Officer
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Dear Readers,

| am very much delighted to present another issue of Bank's
house journal 'Bobmaitri'. As you know that our bank is taking
new initiatives with its new tagline 'Banking for a Greener Planef'
under the concept of Environment, Social Governance (ESG).
The Bob Abhivyakti App, developed with the objective of
providing all corporate magazines, newsletters etc. of the bank
on a single platform is also an important step towards reducing
carbon footprint which is one of the most common objectives
of ESG. With features like instant access and convenience of
scrolling anytime on the mobile screen, this app has turned into
a potpourri of magazines and informative newsletters published
by the bank.

Over the years, Bobmaitri has had a committed readership
whichregularly refers it forinformation on new and contemporary
topics. For them, we recently organized a quiz competition 'Karen
Bobmaitri se Maitri' which got a huge response. Keeping this in
mind, we are considering fo continue such quiz competitions
based on each & every issue of the magazine.

Having started the facility of interface in 12 Indian language
in Bob World, now we are taking forward the vision of providing
banking facilities in our own languages and putting in efforts
to render WhatsApp Banking services in them as well. After
launching WhatsApp Banking service in English and Hindi, Bank
has provided WhatsApp banking service in Gujarati also and
incorporation of 7 other regional languages including Marathi
and Oriya is also in pipeline. The facility of WhatsApp Banking in
all major regional languages will be a unique experiment and
this will enhance the experience of the customers and give
enduring results.

In this issue we have covered Shri Kishori Das's article 'dp °
aq\fﬁ\—:rﬁa fRew (FguaTd) - IWET which suggests about
improving customer service through queue management in the
branch banking. Mr. Siddharth Kamble's article 'Importance of
Internal Credit Rating in Bobicon' depicts the utility of Bobicon
portalforrisk basedrating of customers. Dr. Satyendra Kumar's 'THE
UTILITY OF DATA ANALYTICS TO MAKE BANKS MORE PRODUCTIVE
AND CUSTOMER ORIENTED IN INDIA', ‘Fed's Taper Tanfrum and
Emerging Market Economies’ by Ms. Mukta Tungekar, Mr. J Rajesh
Kumar's "Fortifying the Vault: Pioneering Security Advances in
the Banking Industry” are articles which present an overview on
various developments and trends happening in foday's banking.
Mr. Harihar Devam's article — DRUTT U 31T’ And Mr.
Ankit Jain's article "3 Hgd! I TS Ugdl’ have also been
included to provide a varied reading experience. Apart from
this, reports on various activities, functions organized at different
levels of the bank have also been published in this issue.

In addition to the above, this issue includes activities related
to Official Language implementation and awards and honors
received by the bank. | believe that diverse content of the
issue will improve the experience of our readers. | request all
Barodians to keep contributing for the magazine and let us
know your feedback/suggestions so that we can improve the
content of this magazine in the ensuing issues. You can send
your feedback through the feature of comment, like available
in ‘Bob Abhivyakti’ app besides mailing it to us on bobmaitri@
bankofbaroda.com.

BTSN A, @\/ With best wishes, (A\%/
(Fra Rig) Sanjay Singh
_/
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The Uitility
Data Analytic
Make Banks

Productive and
Customer Oriented
In India

Data analytics is the process of collecting, processing and analyzing large sets of data to extract
valuable insights and make data-driven decisions. It involves using statistical and computational

techniques to identify patterns, trends and relationships in data that can help organizations gain a
deeper understanding of their operations, customers and market.

WHAT IS DATA ANALYTICS?

Data analytics is the process of collecting,
processing and analyzing large sets of data
to extract valuable insights and make dato-
driven decisions. It involves using statistical and
computational techniques to identify patterns,
tfrends and relationships in data that can help
organizations gain a deeper understanding of their
operations, customers and market. The process
of data analytics typically involves several steps,
including:

1. Data Collection : Data is collected from various
sources, such as databases, sensors and other
platforms.

2. Data Cleaning : The collected data is cleaned,
organized and formatted to ensure accuracy
and consistency.

3. Data processing:- The data is processed using
statistical and computational techniques, such
as machine learning algorithms, to extract
insights and identify patterns.

4. Data visudlization:- The insights are presented
in a visually appealing and easy-to-understand
format, such as charts, graphs and dashboards.

5. Data interpretation:- The insights are interpreted
and used to make data-driven decisions.

Data analytics is widely used across industries,
including finance, healthcare, retail and
manufacturing, to improve decision-making,
optimize operations and drive growth. With the
increasing availability of data and advancements
in fechnology, data analyfics is becoming an
increasingly important tool for businesses and
organizations of all sizes.

WHAT IS THE NEED OF DATA ANALYTICS IN BANKING
INDUSTRY?

Data analytics is essential in the banking industry
due to the massive amounts of data generated
by banks every day. The need for data analytics
in the banking industry is because it helps banks
make data-driven decisions, understand customer
behavior, reduce fraud, manage risk and comply
with regulations.

Banks in India are increasingly using data analytics
fo gain insights info customer behavior, market
frends and regulaftory changes. There are some
big banks like HDFC Bank, ICICI Bank, Axis Bank,
State Bank of India (SBl), Kotak Mahindra Bank,

April-June 2023 | Bobmaitri




Bank of Baroda and Punjab National Bank (PNB)
along with medium & small size banks like Yes
Bank, Federal Bank and Indusind Bank, who have
used Data Analytics successfully in the recent past
and looking forward to use it in a more prominent
manner.

These banks have implemented a data analyfics
platform to analyze customer data and provide
personalized services and products to its customers.
It analyzes customer data to identify their needs
and preferences and offers customized financial
products and services. The bank also uses machine
learning algorithms to detect fraud and prevent
money laundering. Here are some specific reasons
why data analytics is essential in the banking
industry:

1. Customer insights:- By analyzing customer
data, banks can gain valuable insights into
customer behavior, such as spending patterns,
creditworthiness and demographics. These
insights can be used to create targeted
marketing campaigns, personalize customer
experiences and develop new products and
services.

2. Fraud detection, prevention and Real-time
monitoring:- Data analytics can help banks
identify fraudulent activities such as credit
card fraud, money laundering and account
takeover. By using machine learning algorithms
and other analytical tools, banks can detect
patfterns and anomalies in customer data and
fransaction history, enabling them to identify and
prevent fraudulent activities before they cause
significant losses. Data analytics can be used
to monitor transactions in real-time, enabling
banks to identify and respond to potential fraud
or suspicious activity immediately.

3. Risk Management :- Banks are consistently
exposed to various types of risks, including
credit risk, market risk and operational risk. Data
analytics can help banks identify, measure and
manage these risks by analyzing historical data,
monitoring market frends and predicting future
ouftcomes.

4. Compliance:- The banking industry is heavily
regulated and banks are required to comply
with various laws and regulations, such as
KYC (Know Your Customer), AML (Anti- Money
Laundering) and GDPR (General Data Protection
Regulation). Data analytics can help banks
ensure compliance by tracking and analyzing
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customer data, monitoring transactions and
identifying potential violations.

5. Operational efficiency: - Data analytics can help
banks optimize their operations by identifying
areas for improvement, such as reducing costs,
improving customer service and streamlining
processes.

6. Customer Segmentation: Data analytics can
help banks segment customers based on their
needs and preferences, allowing banks to offer
more personalized products and services to
their customers.

7. Marketing and Sales:- Banks use data analytics
fo identify pofential new customers, target
specific customer segments and optimize
marketing campaigns. By analyzing customer
data, banks can gain insights into customer
preferences, needs and behavior, which can
be used to create more effective marketing
campaigns and targeted offers.

8. Predictive modeling: Banks can use data
analytics to create predictive models that help
them anticipate customer needs and behavior,
such as predicting which customers are most
likely fo default on loans or which products are
likely to sell well.

9. Credit risk assessment and Investment analysis:
Data analytics can help banks assess credit
risk by analyzing customer data, such as credit
scores, income and employment history, fo
determine whether a customeris likely to default
on a loan. Data analytics can help banks
analyze investment opportunities by analyzing
market frends, financial statements and other
data to identify potential risks and opportunities.

10. Competitive advantage: Data analytics can
provide banks with a competitive advantage by
enabling them to make data-driven decisions
that improve customer satisfaction, reduce
costs and increase revenue.

Data analytics is critical to the success of the banking
industry because it helps banks make better informed
decisions, improve operational efficiency, reduce
costs and enhance customer satisfaction.

SWOT ANALYSIS OF DATA ANALYTICS IN BANKING
INDUSTRY IN INDIA

SWOT analysis of the use of data analytics in the
banking industry in India can help in understanding



the strengths, weaknesses, opportunities and threats
associated with this technology. Here's a SWOT
analysis of the use of data analytics in the banking
industry in India:

STRENGTHS: -

1.

Improved customer experience:- With the use of
data analytics, banks can provide personalized
services, improve their products and offer
tailor-made solutions to customers, leading to
improved customer satisfaction.

Fraud detection and prevention: - Data analytics
can help banks identify and prevent fraud by
detecting unusual activity and patterns.

Improved decision-making:- Data analyfics
helps banks fo make informed decisions
based on real-time data, resulting in improved
decision-making and faster response fimes.

Risk mitigation and improved risk management:-
Data analytics can help banks to bettermanage
risks by analyzing creditworthiness, predicting
delinquencies and identifying trends in the
market. It helps banks to identify and mitigate
risks, reducing potential losses.

Enhanced operational efficiency:- Data
analytfics can help banks fo automate manual
processes, reduce furnaround time and
improve operational efficiency. It streamline
their operations, reducing costs and improving
efficiency.

WEAKNESSES: -

1.

High implementation costs:- Implementing data
analytics solutions can be expensive for banks,
especially for smaller players in the market.

Lack of skilled professionals:- The banking
industry in India faces a shortage of skilled
professionals with expertise in data analytics
and machine learning.

Data quality: - Poor data quality can impact the
accuracy of data analytics results and make it
difficult for banks to make informed decisions.

Security risks: Data analytics involves the
handling of sensitive information which poses
security risks if not handled properly.

Regulatory compliance: The use of data
analytics must comply with various regulatory
requirements, including data privacy
and data protection laws, anfi-money

laundering regulations and risk management
guidelines. Banks need to ensure that their
use of data analytics is compliant with all
such regulations which can be a significant
challenge.

OPPORTUNITIES: -

1.

Increased use of artificial intelligence (Al):-
The use of Al in data analytics can help banks
fo improve decision-making, enhance fraud
detection and provide personalized services.

Collaboration with fintech companies:-
Collaboration with fintfech companies can
help banks to leverage their expertise in data
analytics and machine learning.

Use of big data:- The use of big data can help
banks to gain insights into customer behavior,
market frends and regulatory changes.

New revenue streams:- By analyzing customer
data, banks can identify new revenue streams,
such as cross-selling and upselling opportunities.

New products and services:- With data analytics,
banks can develop new products and services
tailored to customer needs and preferences.

THREATS: -

1.

Cybersecurity risks:- The use of data analytics
can increase the risk of cyber-attacks and data
breaches, which can harm the reputation of
banks and result in financial losses.

Regulatory chadllenges:- The regulatory
environment in India is complex and banks must
comply with multiple regulations which can
impact the implementation of data analytics
solutions.

Competition from non-banking players:- Non-
banking players, such as fintfech companies
and digital wallets, are entering the market and
they have expertise in data analytics and Al.

Data privacy concerns:- The handling of
customer data raises privacy concerns and
banks must ensure that they comply with
relevant laws and regulations.

Data overload:- Banks may struggle to
manage and analyze the large volumes of
data generated by data analytics, leading o
information overload and analysis paralysis.
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PREREQUISITES OF USING AND IMPLEMENTING DATA
ANALYTICS IN BANKS

Before implementing data analytics in banks in
India, there are several prerequisites that need fo
be met to ensure success. Here are some of the key
prerequisites:

1. Data quality:- The quality of data is critical for
the success of data analytics in banks.

Banks need to ensure that their datais accurate,
complete and consistent. This requires proper
data management practices and quality
conftrol processes.

2. Technology infrastructure:- Banks need to have
the right tfechnology infrastructure to support
data analytics. This includes hardware, software
and network infrastructure. Banks may need
to invest in new technology to support data
analyfics.

3. Skilled workforce:- Banks need to have
a skiled workforce with expertfise in data
analytics. This includes data scientists, analysts
and otfher professionals with expertise in data
management, data modelling and statistical
analysis.

4. Data governance:- Banks need to have proper
data governance policies and procedures in
place. This includes data security and privacy
policies, as well as policies for data retention
and access.

5. Regulatory compliance:- Banks need to ensure
that their use of data analytics is compliant
with regulatory requirements. This includes data
privacy and data protection laws, as well as
regulatory requirements for risk management
and reporting.

6. Clear business objectives:- Banks need to
have clear business objectives for their use
of data analytics. This includes defining the
specific business problems that data analytics
will help to solve, as well as identifying
the specific outcomes that they hope fo
achieve.

Implementing data analytics in banks in India
requires a significant investment in terms of
technology, people and processes. Banks need
to ensure that they have the right prerequisites in
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place to ensure success, including data quality,
technology infrastructure, skiled workforce, data
governance, regulatory compliance and clear
business objectives.

CONCLUSION:-

In conclusion, the utility of data analyfics in
the banking industry in India is significant and
farreaching.

Data analytics is transforming the way banks
operate, helping them to gain insights into customer
behavior, market trends and regulatory changes.
The usage of data analytics is helping banks to
improve their operations, provide better services
fo customers and gain a competitive edge in the
market.

By using data analytics, banks in India are able
fo make informed decisions, reduce operational
costs and mitigate risks. It helps in detecting and
preventing fraud, providing personalized services
fo customers and improving customer experience.
Banks are also able to identify cross-selling and
upselling opportunities and make more accurate
credit risk assessments. Data analytics is also helping
banks to ensure compliance with regulatory
requirements, such as data privacy and data
protection laws.

As the banking industry in India becomes more
competitive and customer-centric, the usage of
data analytics will become increasingly important.
Banks that are able to leverage data analytics will
have asignificant advantage over their competitors
in terms of customer satisfaction, operational
efficiency and profitability.

Overall, the utility of data analytics in the banking
industry in India cannot be underestimated. The
insights and intelligence provided by data analytics
are crifical for banks to remain competitive,
compliant and customer-centric.

Dr. Satyendra Kumar
Chief Manager
Baroda Academy, Bhopal
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Credit Officers Conclave, Trivandrum Region
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Trivandrum Region conducted Credit Officers' conclave
on 08" May, 2023 at Trivandrum. In this event all Credit
Officers of the Region participated. Credit Officers, who
have given their Best Performance for Financial 2022-2023
were felicitated by Regional Head Shri Padma Kumar J,
DRM Shri Dilshob MK, SMS Head, Shri Omprakash & Credit
Head Shri Haridas.
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Digital Business Review Meet, Ernakulam Zone

' i e N
Digital Business Review Meet was conducted by Chief
Digital Officer, Mr. Akhil Handa for Ernakulam zone on
9t July, 2023. General Manager and Zonal Head Shri
Sreejith Kottarathil along with Regional Heads and Deputy
Regional Heads participated in the meeting. The focus
was primarily on Digital Channels and platforms, merchant
acquiring, digital lending platforms and Start-Up solutions.
During the session, CDO interacted with Top 25 merchants
of the Zone, top corporate and start-up clients.
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Welcome Screen: It is basically a “Touch-to Start
Screen” which act as the first interface between the
Customer and the kiosk.

Date and Version will be displayed at the bottom of

every screen.

i i agig
Bank of Baroda

Customer Type Selection Screen: type of customer is
selected. Back button is also provided to go back to
the previous screen. Radiance option is configurable,
when required it will be enabled or disabled.
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Service Option Selection Screen: Customer selects
single/multi services as per their requirement.
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Category Selection Screen: Main Categories will be
displayed to the customer and they have to opt the
service as per their requirement.
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Sub Category Selection Screen: main categories are
divided into sub-categories provided by the Bank for
opting. Cash Transaction is divided into Cash Deposit
and Cash Withdrawal sub category.
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Cash Deposit Category Selection Screen: sub
categories of cash deposit are displayed for selection.
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Cash Withdrawal Category Selection Screen: sub
categories of cash withdrawal are displayed for

selection.
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Fund Transfer Service Selection Screen: main Fund
Transfer is segregated into further sub categories.
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Account Opening Service Selection Screen: Account
Opening is segregated into sub categories.
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Other Services Selection Screen: Other Services are
segregated info sub categories.
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Mobile Number Entering Screen: After selecting
Service, the below mobile number entering screen will
be displayed where customer has to enter their mobile
number to receive an SMS against their selected
service. Once the customer click on Get Token button,
token will be generated.

da 3T aher
f Bank of Baroda

Flewse Enter Mobdle Numiber
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Mobile Number Confirmation Screen: once mobile
number is entered, the mobile number wil be
displayed in next screen as ‘The mobile number you
have entered is XXXXXXXXXX Press ‘Yes' to confirm
and ‘No' to re-enter.

& =
. Bank of Baroda
The mabile A ber yois have cnteicd B 60T #5940
Proess “Yes' to comfirm ans) ‘Mo’ to ee-enter
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Token Display & Thank you Screen: On clicking “Yes”
the token will be displayed with all the details for few
seconds and receipt will be generated thanking the
customer for using services.
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Counters Call Application (Web)
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Below is the dashboard for counter Call display, click
on the next button to call the customer

E. CBSL Group EzeeQims: Ver, 1.1.0.0 — o
Missing Out Pending
Token list of Turn Token list

Counter No: 12 In Time : 10:48:08 Log Out
Total Waiting : 76 Call Time: 17:30:49
Token No: CT17 Wait Time: 06:42:41
Service Time : 00:04:24

o] i : No
T




Missing Token List Out of Turn

Break

Re-Assign Call Again No Show Next

Pending Tokens Token Details Total Waiting Sign Out

Login Screen: This is the home screen and the user has
to Login with their credentials.

(E- CBSL Group EzeeQms : Ver. 1.1.0.0 - b

Login

UseriD: || |

Password : | |

-Login

Counter Call Main Screen: This is the main screen for
counter Call display

Taken Calling Delaits
Token No Counter N

33 popirined
GET THE BRAND YOU LOVE...
L SARDDA ON THE FLY - DEBIT CARD EMI)

AT 10 08 MO MW O T ILARODA DEINT CASD

Image 1.2 (TV Display part 1)

Token Calling Details will include the token number
which is to be called next form the queue. The screen
is divided into the ratio of 60:40 respectively.

Expusted Wait Tirss Details

Tokon I‘ o

CcT 1 00:10:00
CTZ2 2 00:05:00
FT3 9 00:10:00
CT4 1 00:14:00
CTS 3 00:15:00
CTE 1 00:24:00
CT7 1 00:29:00

T Td FeIh $ forg d § srger wemfid e F @
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gicll 21 31T T/ IO T Ahed 1Y |
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Bank Bags Cloud Innovation Awards 2023
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oud i
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Our Bank wins CXO TV's Cloud Innovation Awards 2023
in the Smart Digital Category. Shri Girish Mansani, DGM,
Digital Banking received the honor on behalf of the Bank.

Bank shines at Golden Mikes Awards 2023 with Gold
medal in the Radio-Innovation category for Best Use of
Sponsorship in an On-Air/On-Ground Radio Campaign for
LALBAUGH LIVE, Silver for the Radio-Creativity category
for Best Single Commercial-lnsurance, Banking & Financial
Services for the 115 Hours of RJ Marathon campaign
and Bronze in the Radio-Promotion category for Best on
Ground Promotion for/by a Brand-Single Radio Station for
the Foundation Day.
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_ "”n-e'-dollérization: A Myth

- or'Reality?

| -'Advent of USdollar as
the,world's reserve
currency

A reserve currency is a currency which is held by central banks in significant quantities.

It is also widely used in international trade and financial transactions. The Bretton Woods
Agreement formally crowned dollar as the world’s reserve currency in 1944, replacing the
pound sterling. Under this agreement, a total of 44 countries agreed to accept US dollar as the
official reserve currency. Soon enough, more countries pegged their currencies to the dollar,
which in turn was pegged to gold.

While this helped in bringing calm to the foreign exchange
market in the beginning, increasing expenditure by the
US necessitated the need for printing more dollars. As a
result, the supply of dollars was much more than the actual
gold reserves leading to a run on gold. This necessitated
the need for decoupling of dollar from gold which gave
birth to the floating exchange rates which are sfill in use
tfoday.

Dollar remains the world's reserve currency even today,
a place that it has continued to hold for more than 70
years. It not only accounts for more than 50% of total
world reserves, but a majority of the global trade is also
invoiced in dollar terms. As per estimates by the Bank for
International Settlements (BIS), dollar accounted for 88%
of the world’s total transactions in 2022. This gives dollar a
dominance over other major currencies.

What is de-dollarization and why has
importance?

it gained

In recent times, there has been increasing talks of de-
dollarization. This essentially challenges the dollar’s
domination in global tfransactions. De-dollarization entails
reducing the reliance on the dollar, by undertaking trade
and other financial fransactions in other currencies. This
also means that foreign exchange reserves are diversified,
in either other currencies or alternate sources such as
gold etc.

ﬁ digalaf] | sda-s 2023

The issue has gained more traction recently due to two
primary reasons. First, because of the overwhelming
amount of fransactions involving dollars and the
increased interlinkages between nations, US monetary
policy decisions have a wide ranging economic impact
on other countries as well. This was true during the taper
tantrum episode of 2013, when quantitative tightening by
the Federal Reserve resulted in a rush of foreign outflows
from several emerging countries including India, which
led to increased foreign exchange volatility.

Second, due to its dominant position, US can and
has waged economic war against counfries through
sanctions. This in fact happened in case of Iran and
Venezuela in the past and more recently in case of
Russia. In 2022, US imposed economic sanctions on Russia
in response to Russia's invasion of Ukraine. As a result,
Russia was essentially left out from the heavily US dollar
dominated global financial system. However, given the
importance of Russia as a major exporter of oil to several
parts of the world, the sanctions led fo considerable
dissafisfaction in the world. Several countries fried to
secure Russian oil, bypassing the US sanctions by paying
for the oil in their respective currencies. There is a growing
list of countries which are favoring a move away from
dollar. These include Russia, Iran, China, Saudi Arabia as
well as India. In fact, the BRICS nation has recently made
a strong push towards a common currency for the region.



There is also chatter about the replacement for dollar
as a reserve currency with alternatives such as Euro and
Chinese Yuan being suggested. However, these also have
their own set of problems. The share of dollar in foreign
currency reserves has also seen a decline from around
71% in 2001 to 54.7% in Q1CY23. Concomitantly, global
central banks have been shoring up their gold reserves,
as an alternate to dollar. A recent report by World Gold
Council estimated that global central banks' purchase of
gold has been increasing at a steady pace and reached
a record high in 2022. In the period Jan-Mar'23, global
central banks bought 228.4 tons of gold, an increase of
about 176%.

Is de-dollarisation feasible?

The Swift data showed that in terms of most used
currency for international payments, dollar still occupies
a dominant share. In fact, its share has increased to 59.7%
in Apr'23 compared with 45% in Jan’19. On the other
hand, Euro which is the second most used currency has
seen a drop in its share in international payments to 11.5%
in Apr'23 from 34.5% in Jan'19. Thus, dollar still plays a
predominating vehicle currency role.

In terms of trade as well, US occupies the dominant
position. As per the UNCTAD report on Global Trade
Outlook 2023, US occupies the primary position (share at
13.2%) in terms of merchandise imports, followed by China
(share at 10.6%) and Germany (share at 6.1%). In terms
of exports as well, it is only second to China with share
of around 8.3%. In terms of commercial services (both
imports and exports), US holds the first rank. In the past 5
years, these shares have remained largely inflexible.

So the shine of dollar is not likely to fade overnight. As
Michael Pettis in his artficle pointed out ‘The role of the
dollar in the global system of frade and capital flows is
unprecedented, mainly because of the unprecedented
role of the US economy in global trade and capital
imbalances’. In terms of FDI inflows as well, US tops the
chart, with US$ 388 bn flows received in 2022.

Thus, an alternate to dollar does not seem feasible at
least in the near to medium term. To build a case for
de-dollarisation entails finding an alternate regime. In
the most simple terms, the size of the US economy, the
freely convertible nature of the dollar (unlike the Chinese
yuan) and the relative political and economic stability of
the US compared with both Europe and China, suggests
that the dollar is unlikely to be replaced. Any talk of
de-dollarization should hence start with reducing the
concentration in global frade. This would lubricate other
currencies in terms of liquidity and would facilitate greater
cross border payments.

The ‘hysteresis’ of dollar would continue to persist even
if an alternate currency as a medium of exchange is in
place. It is not easy to challenge the dollar’s position. A lot
is contingent on the evolution of capital market which is
still underdeveloped in many economies. Apart from this,
transparent governance is also of utmost necessity.

However, with digital payments gaining prominence
and talks about Central Bank Digital Currency (CBDC),
the future discussion of de-dollarisation remains open-

ended. This could reduce switching costs and increase
currency competition which in turn might promote the
internationalization of new currencies.

Internationalisation of Rupee:

This is yet another dimension in cross border payments.
However, forIndia, it comes with alot of hiccups especially
because India still has only a partial convertible capital
account. RBI has recently come up with a working group
report, where directives have been in place to put rupee
as a lubricant currency.

It suggested adoption of a standardised approach for
examining the proposals on bilateral and multilateral
frade arrangements. Further it has also said that non-
residents should be allowed to open rupee account
outside the country.

India already has rupee arrangements with Bhutan
and Nepal. Even with Sri Lanka there have been talks
to extend the arrangement of similar kind. In the latest
foreign frade policy a total of 18 countries, including UK,
Germany, Singapore and others have agreed on making
tfrade settlements in rupee terms.

For improving cross border payments, it is essential to
identify key trading partners and the nature of frade.
For India, the key trading partners for imports include
China (13.8% in FY23), UAE (7.4%), US (7.1%), Russia (6.3%)
and Saudi Arabia (5.9%). Hence extension of similar
arrangements would be beneficial and it would first start
with baby steps to increase the liquidity of rupee in these
countries.

As Keynes rightly pointed out that ‘The difficulty lies
not so much in developing new ideas as in escaping
from old ones’. Hence, ideas of either BRICs currency
or the Chinese Yuan replacing the dollar, or even a
more local internationalisation of currency may seem
fancy, but the good ol' dollar seems ireplaceable
at the current juncture and is based on its evolution
with regard to share in global GDP, terms of tfrade and
capital flows.

In conclusion, de-dollarisation would require a complete
rejig of the global financial system, which seems unlikely. In
2022, dollar represented more than 90% of global foreign
exchange fransaction amounting to US$ 6.6 trillion. Most
of the global offshore debft is also dollar denominated
and a majority of tfrade transactions are also invoiced in
dollar terms. It is highly unlikely that any single currency
pair could fit in the dollar’s shoes. However, we may
see a more fractured global trading system with several
currencies vying for the elusive top spot.

Aditi Gupta
Senior Manager (Economist)
Economic Research Department, BCC, Mumbai

Dipanwita Mazumdar
Senior Manager (Economist)
Economic Research Department, BCC, Mumbai

April-June 2023
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DANCING IN THE RAIN [5] o=

The other day | was coming home from work and
it was raining. It was too little like a sprinkler in
agricultural land spraying water. Since the rain
was too low, | was walking home with the usual
speed, earphones plugged in, operating mobile,
looking out here and there and while | was busy
in that, a notification popped up on the mobile
screen and it was a photo from my friend all the
way from Nevada, United States which is like lowest
rainfall place in there. As | was scrolling through the
pictures, my mobile screen was little drenched in the
little rainfall and it felt awesome to see it. A low and
cool rainfall on the lowest rainfall place in the US,
so i thought it would be a good interaction to send
him the screenshot of rainfall on Nevada. So, | took
the screenshot and there wasn't any water dripping
on it and | felt so stupid to witness that. I'm not super
intelligent, but i remember all the MIS Codes of a
jewel loan, SHG loan and staff festival advance, So i
think | know something. But it felt so stupid that | tried
to take screenshot of the rain drops on my mobile
using screenshof. Not my proudest moment, but
said ayyoo devaa and moved on.

Moving on, at work the next day, | was at my usual
stuff at cash counter, | stood up to drink water
and | saw this little girl, some 6 year probably, all
dressed up in a silk dress or something | don't know
what they call it, anyway, she was glowing like a
Diya on deepavali festival. Just by the look of it and
on the ornaments she wore, | estimated the gross
income of the family, schemes that we can canvas
to her parents, sukanya samruddhi account in her
name, maturity amount of it if they save ¥500 per
month and so on. | sat down to continue the work,
her mother was at cash counter and she enquired
about fixed deposit for her daughter's education
purpose in future. | explained few short and long
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term schemes. | stood up again to give interest
rate Excel and maturity amount chart prepared
by officer which would help them understand the
scheme in an easy and better way. While we were
in the middle of the conersation, her daughter, who
was in full enjoyment mode eating her chips from
packet, giggling and all, suddenly became quite
upset and she got up from her seat, struggled to
get down from her chair and on to floor and ran few
steps and hugged her. For a few seconds | couldn't
realise what just happened | realised a important
lesson that day. A banker me wasin calculatormode
thinking of business | can bring to the bank. A parent
like the woman was thinking of reducing difficulties
in her daughter's future by saving regularly to make
her fomorrow beftter. But the little girl was right, she
was living in the moment, she enjoyed every piece
of chip she ate, laughed and giggled at everyone
who waved hands at her and when the chips were
over, she immediately ran to her mother because
she didn't want anything else. She tore down my
world of materialism and taught me life sometimes
is very simple. Having fun while we're in this world
and always be closer to our loved ones. | mean I'm
not saying one shouldn't save for their future etc.
While | was thinking in future and the mother was
stuck in past about difficulties faced by her and
thinking about how to reduce the foughness of
her daughter life, the daughter was pretty straight
forward, she lived in the moment, danced in the
rain while we elders were running for the shelter
because we can't afford to get sick and unable to
show up for work the next day. It's important to take
yesterday's lessons to better manage tomorrow, but
for today, let's live a little, an insight | got from that
kid will stay for many more rainy years.
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"Glittering Stars” Felicitation Function at
Ernakulam Zone

“Glittering Stars” — Felicitation Function of performers
at the Zonal Level for the FY 22-23 was organised on
07" May 2023 at Alleppey, Ernakulam. Top performing
branch heads, agriculture officers, wealth executives
and regional department heads attended the felicitation
function along with staff from Zonal Office, MID Corporate
and ZIAD Ernakulam. General Manager and Zonal Head
Shri Sreejith Kottarathil along with Network DGM Shri Naga
Subramaiam Mandava., felicitated the performers and
also enlightened staff on the raod map for the FY 23-24.
Regional Heads and Deputy Regional Managers also
attended the meeting.
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Hydrabad Zone becomes Topper in Grow fasraTsT &5 @ Fr AR i 8g TR

with Compliance Campaign
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Hydarabad Zone remained Topper in spot rectification in - fisrrareT &t Hrafer =1 Hr HIftRR & g+ & dga sied IR
grow with compliance 1.0 campaign and 2nd position in -« o g ¥ U 5T | SRiuTed e st s & QAT T

ATR reduction. Zonal Head was felicitated by Executive sy seig ey 3t & ax-paall & EBR Te0 IR g9 qd &1 T
Director Mr. Lalit Tyagi and Chief General Manager t o1 3ff 7d S ¥

Mr. Ajay Kumar Khosla.
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" Fed's Taper
Tantrum and
Emerging

Market
Economies

Prologue
The Federal Reserve

Professing FED as the most powerful economic
institution in the world may not be an overstatement.
The U.S Central banking system, The Federal Reserve
not only manages money supply in United States, but
also sets interest rates and regulates the US financial
market. Constituting of a seven-member board of
Governors led by Fed Chair Jerome Powell & based
in Washington DC, the FED Reserve has also acted
as lender of last resort during financial meltdown of
2008 and more recent in the devastating times of
the Pandemic,

The interest rates target are set by FOMC (Federal
Open Market Committee) which also manages
money supply. The FOMC is responsible for setting
interest rate targets and managing the money
supply.

The Fed Mandate

The Federal Reserve has been operating under a
mandate from Congress to effectively achieve
the goals of maximum employment & stable
prices, what is now commonly referred to as the
Fed's “dual mandate.” A variety of Policy tools
are deployed to manage financial conditions that
facilitate achievement of dual mandate target- in
other words, conducting Monetary Policy.

Apart from above two mandate, Fed also aims at
managing moderate long term interest rates.

Price stability, which forms the first part of dual
mandate, aims at keeping inflation low and stable
over long run, protecting the purchasing power of
the Dollar from erosion on account of high inflation.
Such stability places the corporates and financial
institutions in a comfort zone while formulating
future strategies and borrowing or lending for

longer tenures. The FED seeks to achieve inflation
that averages 2 percent over time.

Employment, the second part of the dual mandate,
aims at the highest level of employment which an
economy can sustain over time. A rather hard to
measure concept, any shortfalls of employment
from its maximum targets are ascertained by a wide
range of employment indicators.

An economy with low and stable inflation paves
way for friendly business conditions, onwardly
encouraging planning, saving and investment and
hence growth, which in turn needs manpower to
generate goods and services, thereby leading to
a spike in employment. Hence it can be stated
that the goals of maximum employment and price
stability go hand in hand. However, there have
been paradoxes in the past, when the US economy
faced record high level of both inflation and
unemployment, prompting the FED to combat the
inflation with a rise in interest rates, but this led to
two back to back recessions.

Currently, the FED's most important lever to achieve
its mandate is buying or selling of US Treasury bonds
in the Open Market, which influences banking
reserves and interest rates. Hence, purchase of
bonds by FED pumps liquidity into financial system,
which leads to reduction in interest rates, thereby
reducing the cost of borrowing. Alternatively,
sale of Bonds leads to rise in interest rates thereby
increasing the cost of borrowing and reducing
inflation. The money supply can also be increased
by making loans to Commercial Banks by FED at an
interest rate it sets (discount rate).

One of the key policy tools to achieve a balance
between these two mandates is Tapering

Tapering is not a ferm one comes across often,
but off late, it has been the buzzword of the Board
Rooms across the globe. A mention of Quantitative
Easing becomes inevitable before tapering is
elaborated.

Quantitative Easing (QE): Central Banks across
the borders, including Fed are known for their
innovative measures to support economy during
crisis. Be it financial crisis of 2008 or the pandemic
induced global meltdown, the Federal Reserve
made large scale purchase of U.S. Treasury bonds
and mortgage-backed securities (MBS) by injecting
reserves into the banking system. This was a kind
of monetary stimulus programme in the name of
quanftitative easing.

Hence Quantitative Easing (QE) can be best
described as a Central Bank's programme of
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purchasing securities to increase money supply,
reduceinterestratesandtoencourage consumption
and investment activities in the economy.

QE, which was first employed by Fed during the
great recession of 2008, was again intfroduced in
March 2020 in response to the acute dysfunction
of the Treasury and mortgage-backed securities
(MBS) markets after the outbreak of COVID-19 and
to support the US economy. As a result of these
purchases, the size of the Fed’'s balance sheet
more than doubled from albout $4 trillion prior to the
pandemic to nearly $9 trillion at the start of 2022.

Another move along with the bond purchase was
reduction in Policy Rate by Fed commonly called
as Fed Rate (American sibling of Indian Repo Rate).
Hence QE is a double edged sword which pumps
liguidity in the market through bond buying and the
Fed Rate cut induces a fall in overall interest rates in
the economy.

Quantitative Tightening

This purchase of Bonds as a part of QE, which
was kick-started by Fed in March 2020 lasted Hill
November 2021, when US economy was back on
recovery mode. With inflation running well above
its long-run target, Fed's focus primarily shiffed on
returning price growth to its 2% target. Thus the
accommodative monetary policy being followed
by Fed for past 2 years began to be unwound. And
so began the end of QE era in March 2022 and
beginning of Quantitative Tightening in June 2022.

At the end of QE, the securities nearing maturity were
reinvested by Fed to maintain the size of its Balance
Sheet. At the same fime, Fed stopped reinvesting up
to $30 billion in maturing Treasuries and $17.5 billion in
maturing MBS every month, passively shrinking ifs assets
as those securities “roll off” without being replaced.
Thus began the process of Quantitative Tightening.

Tapering: Needless to say, the act of unleashing
money into the system could not be done limitlessly.
Nearly $120 bilion was being added since March
2020 onwards, the impact of which was not limited to
the US Economy. Such funds were being taken by the
US investors to other markets for investments in shares
and bonds. Hence, Fed has been trying to make
an exit from QE in a phased manner by reducing
the bond purchase by $15 ($10 billion in Treasuries
and $5billion in Mortgage Backed Securities) every
month (from purchase $ 120 bilion each month).
The process of slowly curtailing the monthly bond
purchase programme (hence injecting liquidity in
the system) is referred to as tapering.

So when Fed started tapering, it not only reduced
the monetary stimulus it was providing to the system

but also started tightening the monetary policy.
Tapering also led to an increase in interest rates.

Implications of Tapering: As discussed above,
tapering is a tool to combat additional money
supply injected in the financial system by a central
Bank. So whenever tapering has been devised by
the Fed, not only the liquidity in the US economy
reduced, Interest Rates as well as the Bond Yields
went up making US more attractive to investors,
consequently making funds from US dearer.

In the Emerging Market Economies, tapering by Fed
may lead to the outflow of Foreign Capital, which
in turn may dry up the Foreign Investment in the
Equity and bond market leading to a fall in Stock
Market and arise in bond yields. This might also lead
to depreciation in the domestic currencies of the
EMEs.

Such unexpected reaction from investors to the
Fed’'s decision fo reduce its bond purchases is
known as the “taper tantrum.”

Taper Tantrum:

A taper tanfrum is a knee-jerk reaction by investors
after the Federal Reserve announces scaling back
its asset purchases.

A taper tantrum refers to the sharp climb in bond
yields caused by investor reactions to a central
bank announcing future tapering of bond-buying
programs. Investors may react by selling bonds,
which topples the price of bonds and raises the
yield. Even if the central bank does not stop
purchasing bonds immediately, investors may sell
off their bonds, which forces vyields to rise. These
sales are said to be a “tantrum™ in reaction to the
news of a tapering.

The term was first coined in May 2013 when the then
U.S. Federal Reserve (Fed) Chairman, Ben Bernanke,
announced the central bank would begin tapering
asset purchases at a future date.

How Does a Taper Tantrum Work?

While investors typically react to any central bank
news, the strength of their reaction depends on




whether the news is expected or unexpected. If
investors are not anticipating an announcement of
tapering asset purchases, this new information may
cause them to change their strategy.

Investors will get a head start by selling off bonds
causing yields to rise sooner. Since they react before
the centfral bank has actually stopped buying
bonds, itis as if investors are having a tanfrum at the
news of tapering.

If instead, investors expected the news from the
central bank, there would be no new information
that would alter their strategy.

Such Taper tantrum was first withessed by the
economies in 2013 when made a sudden exit
announcement in QE. The tfapering of 2013 is
generally referred to Taper 1.0, as being discussed.

Taper 1.0: Flashback 2013

As discussed above, 2008 financial crisis friggered a
long recession. At that time, the U.S Fed came up
with the QE Plan. This helped keep the lending rates
low and also increased liquidity in the economy.

Consequently, low lending rates encouraged more
people to take loans and boosted spending. Then,
once the economy showed signs of healing, the Fed
announced reducing the QE program by 2013. This
announcement created panic in the markets and
thatis how the word ‘Tantrum’ originated due to the
overreaction of investors after the announcement.

Impact on Emerging Markets and India

During the QE period, lending rates had fallen
significantly in the United States. Hence, those
lending money in American market started looking
towards better places to park their excess money —
which found its way intfo the Emerging Markets like
India. This led to an upswing in Foreign Institutional
Investors (Flls) in India.

Until one day in 2013, the Fed decided fto begin
tapering. As a result, American investors in EMEs
started to pull the plug on their investments in the
bond markets leading to a fall in bond prices,
indicating higher bond vyields that made stock
prices less lucrative.

As emerging markets including India, Indonesia,
Brazil and Turkey had high current account deficits
and a strong dependence on foreign capital
inflows, these economies were vulnerable to
sudden stops in these capital inflows and were
severely hit by inflationary pressures in 2013 due to
tapering.

Foreign investors went on a selling spree from
equities and bonds causing capital outflows
sufficient enough to weaken the local currencies in

EMs, for example the value of rupee had dipped
over 15% between May-Aug 2013 in India. As the
local currencies fell, foreign investors feared of
losing from their holdings leading to a possible pull
as they need to pay more to hedge against arising
foreign exchange risk.

It severely affected inflation in EMs. For example, RBI
had to raise interest rates to control capital outflows
in 2013 in India.

Back in India, with capital outflows, India’s fragility
became more evident. Trade deficit widened to
$136 bnin 2013- 14 from $6 bnin 1990-91.

Exchange rate depreciated sharply crossing Rs.60 a
dollarin Aug’13 despite foreign exchange reserves of
almost $20bn being used up to support the currency.
India was on watch with a negative outlook.

Current account deficit (CAD) rose to 4.8% of GDP
in 2012-13 largely due to increase in gold imports
as there was high demand for gold as an asset
induced by high inflation of 12.17% in that particular
year.

In response, RBI had to ease restrictions on foreign
borrowing by companies and encouraged Indian
banks to attract NRI deposits to mobilise currency.
Customs duty was imposed on gold imports and
fiscal deficit was reduced by cutting government
planned expenditure. These actions brought rupee
below Rs.60 to a dollar and CAD was narrowed to
1.7% in 2013-14. Forex were at aimost $300bn that
gave enough fime to take corrective steps.

Taper 2.0 (2021-22): Minus Tantrum?

On November 3, 2021, the Fed announced a taper
in asset purchases to the tune of USD 10 billion in
freasuries and USD 5 billion in MBS per month (Taper 2).

In December 2021, the Fed announced a doubling
of its tapering speed and said the asset purchases
would end in March 2022.

However, with the Russian invasion of sovereign
territory of Ukraine on February 24, 2022 and
the consequent disruption in supply chain of
commodities, especially, the Crude Oil and
the Natural Gas, for which Russia has been a
major exporter, world economies witnessed
rising inflafionary pressures, but as against the
expectations, the war did not change the FOMC's
plans to raise interest rates and since its March 2022
meeting, the FED has been raising the interest rates
in its every scheduled policy beginning with minimal
25 bps in March 2022 and 75 bps since June 2022
fo Nov 2022, after which the rise has been slowly
reduced to 50 bps and 25 bps in March 2023, the
focus being to bring down the inflation from 9.1% to
2% over time.
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Fed’s rate hikes since March 2022
However, despite all geopolitical and economic

mayhem, the Taper 2 announcement was
somewhat anticipated by the financial markets
given the past experience with Taper 1 and hence
minimal tantrums were thrown by the markets as an
adverse reaction to Taper 2. Also, Fed hinting subtly
at chances of taper in the periods leading up fo
the Taper 2 announcement, the taper was mostly
factored in and had only marginal impact.

Especially Indian Economy, which is much better
placed currently and is far more resilient in
comparison to 2013 to withstand the impact of a
possible repeat of the US taper tantrum.

India is currently the fifth largest foreign exchange
reserves holder in the world after China, Japan,
Switzerland and Russia. The forex reserves are
currently at $578.778 billion as at end-March 2023, in
comparison to forex reserves which were nearly half
of the current levels at $304.2 billion in 2014 fiscal
after the taper tantrum incident. While the external
debt-to-GDP ratfio, which compares total external
debt to country’s GDP, stands at 20.1 in the 2013-14
fiscal, it stood at 23.9.

Indian Economy is nowhere near that kind of
condifion (2013 taper tantrum) for a simple reason
that it has better macroeconomic stability and
inflation being under control, Indian economy has
much better external balance. In fact, the taper
tantrum happened in 2013, when inflation was high
at around 10-11%, CAD was mostly 5% or 6% and
growth was around 5%.

Indian capital markets lost 34,178 crore to portfolio
outflows, including %29,168 crore from equity
markets, since the US Fed announcement of 3
November 2021 about asset purchase reduction.
This is significantly less than the 79,375 crore outflows
from capital marketsin 2013, including%19,165 crore
from equity markets and 360,210 crore from debt
markets.

A lower current account deficit as a percentage of
GDP, larger foreign exchange reserves and stronger
economic growth in Taper 2 vis-a-vis Taper 1 period
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imply that the Indian economy is in a much better
shape to withstand Fed tightening and manage any
associated change in volatility in financial markets.

Though the rising prices of crude oil and gold, both
of which India imports, could disrupt its balance
of payments but it can be well said the country’s
economy has taken the taper well and is not
vulnerable to such a pullback.

The Current Scenario

The Fed held its policy rate steady in its June
2023 policy, targeting a 5%-5.25% range, but
policymakers signalled further rate hikes ahead
given still unacceptably high inflation and its slow
progress towards the Fed's 2% goal amid a strong
labour market.

However, with Fed Chair's statement that that the
projections about rate hike is not a guarantee and no
decision has been made, coupled by the Fed officials
estimating a calls for a 3.9 percent core inflation rate
and a drop in joblessness from 4.5 percent in March
fo 4.1 percent in June, there could be an uncertainty
about whether Fed will end up following through with
these estimated increases.

Further rate hike also depends on the extent to
which the US economy could be hit by the chaos
in the Banking sector. The Collapse of Silicon Valley
Bank, Signature Bank & First Republic earlier this
year could deliberate Fed to plan a balancing act
between financial stability and price stability, the
former requiring looser financial conditions, which in
turn could risk aggravating price increases.

These bank failures could also impact the economy,
especially if banks decide to tighten their lending,
more than before, in response to higher rates from
the Fed. Less credit in the financial system could
adversely affect spending and cool inflation,
meaning the Fed might not have to raise interest
rates as high.

Back in India, with inflation continuing to remain
above the mandated 4 per cent target, RBI has
also decided to keep the repo rate unchanged in
its April & June 2023 policy, after six hikes in a row
since May 2022. However, RBI's status quo is being
cited as “a pause and not a pivot” and, in line with
its US Counterpart’s stance, it is anticipated that
future policy decisions will be totally depending on
incoming economic data and the future global
Macro scenario.
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International Yoga Day celebrations at

A Baroda Corporate Centre, Mumbai 4
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International Yoga Day was celebrated at Bank of
Baroda's Corporate Cenfre in Mumbai. The Yoga
and meditation session was attended by the Bank's
Senior Executives and staff. The event furned out o
be very enthusiastic and inspirational for all.
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Fortifying the Vault:
Pioneering Security
Advances in the
Banking Industry

Introduction:

In an era marked by digital advancements and evolving
cyber threats, the banking industry has recognized the
critical importance of enhanced security and fraud
prevention measures. As customers increasingly rely on
online and mobile banking services, banks have prioritized
safeguarding sensitive  financial data, protecting
against fraud and building frust with their clientele. This
article explores the various strategies and technologies
deployed by banks fo strengthen security, combat
fraud and ensure a secure banking experience for
customers.

Cyber Security in Financial Sector Management (CS-FSM):

Cybersecurity is necessary to safeguard a system,
network and technology against illegal access. In foday's
technologically advanced world, a company must have
a dedicated cybersecurity team to monitor potential
cyber threats and devise strategies for countering them.
Cybersecurity mainly includes secure payment, the online
privacy of the user, an antivirus firewall, mobile security,
security padlock, data protection, computer protection
and a specific global shield. For any company that
processes electronic payments or fransactions, payment
security is critical to information security; keeping abreast
of the most recent developments in e-commerce and
secure transaction methods and seeking guidance on
implementing them in their business.
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Cyber threats are attempts to secure unauthorized
access to change or delete private information to
demand money from victims or to disrupt business.
Cybercrime includes everything from identity
theft, malware threats, email and online fraud to
bank fraud. Businesses and individuals use this
method to guard their data centres and other
digital systems. The lack of scalability, sluggish
response times and inability to spot advanced and
insider threats are among some of the problems
with conventional approaches to network security.
Cybercriminals use Al and data poisoning, as well
as model theft strategies to automate their attacks.
To mitigate these cybersecurity risks, banks must
implement robust security measures such as
multi-factor authentication (MFA), encryption, real-
time monitoring of transactions and file integrity
monitoring (FIM). Banks should also educate
their customers on how to protect themselves
from cyber threats and provide regular updates
on any new security threats or vulnerabilities.
By implementing these best practices, banks can
ensure the security and privacy of customer data
while providing convenient access to banking
services through digital channels. The emergence
of new technologies, such as 5G and IoT, is opening
up more comprehensive access to banking apps.
Quantum computing has the potential to transform
the industry even further. Banks must be agile and
innovative to adapt to the changing technology
landscape.
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Advanced Avuthentication Methods:

Banks are adopting advanced authentication methods
to fortify security and provide robust protection against
unauthorized  access.  Traditional  password-based
authentication is being supplemented or replaced by
biometric authentication, including fingerprint or facial
recognition, as well as multifactor authentication (MFA) that
combines multiple verification factors, such as passwords,
security tokens, or SMS codes. These methods significantly
reduce the risk of unauthorized account access and
enhance customer frust.



Machine Learning and Al-Based Fraud Detection:

The rise of machine learning and artificial intelligence has
revolutionized fraud detection in the banking industry.
Banks are leveraging these technologies to analyze vast
amounts of data, detect patterns and identify potential
fraudulent activities in real-time. Machine learning
algorithms can learn from historical data and adapt to
emerging fraud patterns, enabling banks to stay one step
ahead of fraudsters.
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Behaviour Analytics and Anomaly Detection:

Behaviour analytics is another powerful tool employed
by banks to detect fraudulent activities. By monitoring
customer behaviour and transaction patterns, banks
can establish baseline profiles for individual customers
and identify deviations that may indicate potential
fraud. Advanced anomaly detfection algorithms help
identify suspicious activities and trigger alerts for further
investigation.

Encryption and Data Protection:

Banks are employing robust encryption techniques fo
protect sensitive customer data both at rest and during
fransmission. Secure socket layer (SSL) and transport layer
security (TLS) protocols are widely implemented to secure
online communication between customers and banking
systems. Additionally, data encryption fechniques are
used to protect stored customer information, ensuring
that even in the event of a security breach, the data
remains encrypted and inaccessible to unauthorized
individuals.

Collaboration and Information Sharing:

Banks are increasingly collaborating with industry
peers, law enforcement agencies and cybersecurity
organizations to combat fraud collectively. Sharing
information about emerging threats, fraud trends and
attack patterns enables banks to develop proactive
strategies and enhance their defence mechanisms.
These collaborations foster a collective effort to protect
the industry and its customers from evolving security risks.

Continuous Monitoring and Threat Intelligence:

Real-time monitoring and alerts play a crucial role in
fraud prevention. Banks employ sophisticated monitoring
systems and threat infeligence tools to detect and
respond to security threats promptly. These systems

confinuously monitor network traffic, user activities
and system logs for suspicious behaviour, potential
vulnerabilities, or security breaches. Advanced security
information and event management (SIEM) systems
enable banks to aggregate, correlate and analyze
security events in real-tfime, helping security feams
respond quickly tfo potential threats and mitigate risks.
Any suspicious or abnormal behaviour friggers immediate
alerts, allowing banks to take swift action and prevent
potfential fraudulent fransactions. Prompt notification to
customers about suspicious activities also enables them
to respond quickly and safeguard their accounts.

Customer Education and Awareness:

Banks recognize the importance of educating customers
about security best practices and raising awareness
about common fraud schemes. Through interactive
platforms, educational campaigns and personalized
communications, banks empower customers fo
understand potential risks and adopt secure behaviours.
Through regular communication and awareness
campaigns, banks empower customers to play an active
role in safeguarding their financial information and report
any suspicious activities prompftly. Educated customers
become the first line of defence against fraud attempts,
creating a collective and vigilant environment.

Conclusion:

As the banking industry embraces digital tfransformation
and faces evolving cyber threats, enhanced security
measures and fraud prevention have become
imperative. By deploying advanced authentication
techniques, leveraging machine learning and Al-
based fraud detection, employing behaviour analytics,
promoting information sharing and educating customers,
banks are strengthening their security posture and instilling
frust among customers. These proactive measures
demonstrate the industry’s commitment to safeguarding
customer data, ensuring secure fransactions and staying
ahead in the ongoing baftle against fraud. By prioritizing
security and fraud prevention, banks aim to build tfrust
with customers and ensure a secure and reliable banking
experience in an increasingly interconnected world.
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Importance of Internal Credit

Rating in Bobicon

In Banking Industry lending to any non-individual
borrower attracts the Credit Risk. Assessing the risk
associated with the borrower before lending helps
for better credit decisions and saving our Bank’s
capital. In order to assess the credit worthiness
of the borrower, we use different type of models
depending on the activity, turnover and proposed
limit. All the internal credit rating models including
MSME Score Card are now hosted on the web
based tool BOBICON (Bank of Baroda Intelligent
Credit Origination) which is presently accessible in
only Finacle PC. The internal credit rating carried
out using these models are of two dimensional.

Bomower
Rafing

Composite

Rating

The first dimension of the rating is Borrower Rating
which indicates, the Probability of Default is ranging
from BOB1 to BOBI0.

BOBI describes least Risk associated with the
borrower and BOBI0 is the highest risk. The second
dimension is Facility Rating which is the LGD (Loss
Given Default) israging from FR1 to FR8. FR1 and FR8
explains highly secured and least secured advances
respectively. The combination of Borrower Rating
and Facility Rating gives us the composite rating
which depicts the expected loss is raging from
CRI1 to CRI10. CR1 and CRI0 describes lowest and
highest Expected Loss respectively.

Risks Types Assessed by Rating Models

The credit rating models which are based on two-
dimensional rating methodologies specified under
Basel-Il requirements assess five types of risks. Based
on these five types of risk the credit worthiness of the
borrower is judged. In some of the Internal Credit
Rating Model, the Industry Risk Score is centrally
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computed. And, for other 4 risk parameters the
scoring is done manually by credit rating officer at
level 1. For the MSME borrowers with proposed limit
from % 2 lacs to below 200 lacs rating is required
to be carried out in BOBICON. Any one of the three
MSME Score Card Models are selected depending
on the proposed limit irrespective of activity and
turnover of the borrower. The selection of MSME
Score Card is purely based on the proposed limit as
given in diagram.

Business pgy

Actoun

Conducy

There are Credit Rating Models other than MSME Score
Cardin which case, the selection of the Internal Credit
Rating Model for rating the borrowers with proposed
limit % 200 lacs & Above depends on the type of major
activity carried out by the Non- Individual Borrower
and ifs furnover in that financial year.

The following table helpsin selecting the appropriate
model depending on the activity of the borrower
and its annual turnover. These below models are
applicable for all non-individual borrowers with the
proposed limit ¥ 200 lacs & Above.



Sr.

Model Name

Definition

Trader

Units engaged in frading
activities irrespective of annual
furnover / income.

Bank

Banking activity.

Broker

Broking (entities registered under
SEBI / FMC).

NBFC

NBFC  Activities for entities
registered with  RBI/NHB/SEBI/
FMC for carrying out non-
banking activity/ housing/ gold/
micro finance activity.

Real Estate

Real Estate Model is applicable
fo real estate greenfield
construction projects or projects
underimplementation or already
implemented

Lease Rental
Discount

Units engaged in Lease Rental
Activity irrespective of annual
tfurnover / income

Conftractor

Units engaged in Confractor
Activity irrespective of annual
tfurnover / income

SME

All companies with core activity
as services, not falling under
any of the above specified (Sr.
No 1-7) categories along with
MSME definition set under para
5.1 of Global Credit Exposure
Management Policy of the Bank.

SME- Services

All companies with core activity
as  manufacturing/processing,
not fallingunder any of the above
specified (Sr. No 1-7) categories
along with MSME definition set
under para 5.1 of Global Credit
Exposure Management Policy of
the Bank.

Large
Corporate
Model

All infrastructure projects which
have started cash/revenue/
income generation from
the project operations with
partial/full  implementation All
companies with core activity not
faling under any of the above
specified (Sr. No 1-7) category
and with gross annual turnover
of over Rs.250/- crore (excluding
export sales)

Infrastructure -
Roads

Infra Port
Template

Infra Telecom
Template

Infra Power
Template

Roads/Ports/Telecom/Power;
implementation stage where
cash/revenue/income
generation from the project is
not yet started.

15 | MSME MSME borrowers enjoying credit
Scorecard facility (funded and non-funded)
limits from Rs 2 lacs to Rs 200 lacs
Or Corporate borrowers enjoying
credit facility (funded and non-
funded) limits less than Rs 25 lacs.
16 | UAE Model Customized credit rating model
for UAE and United Kingdom
17 |UK Model operations
18 |Sovereign To assess risk of central
Model government of a country.

19 | Agri. Crop Loan |Units classified as Agri Priority
Sector in the proposal and

availing working capital facility.

20 |Agri. Term Loan [Units classified as Agri Priority
Sector in the proposal and
availing term loan for Agri

products/activities/Investments

There are two levels in BOBICON. At first level the
credit rating officer at Branch, SMELF and Region
carries out rating in BOBICON based on the Audited
Balance Sheet in case of fresh sanctions and review.
At second level the validation of the internal credit
rating is carried out at Regional, Zonal and BCC
level by respective Regional Risk Officers(RRO’s),
Zonal Risk Officers(ZRO’s) and Officers posted in
Rating Cell of Risk Management Department,
BCC. Validation of the rating is carried out based
on the details of the company mentioned in the
draft proposal like proposed limit, security, financial
rafio’s, background of the company, conduct
of the company etc. The business growth of the
company is analyzed through the audited balance
sheet it.

RATING PROCESS

Step 1: Creation/ updating of borrower / Initiation of
rating by level 1 user in BOBICON

Step 2: Completion of borrower details, facility &
collateral details

Step 3: Financial Inpuland Quiput in corr
Step 4 : Linking of fi

3 S cdel
Step &: Completion of obligor rating & FRR computation
Step 7: Credit rating submission to the Validator

Step 8: Submission of Back papers to Validator- Soft
Copy of Proposal and Balance Sheet

ect template

Internal Rating Validation (Based on Proposed Limit)

Validation of Internal Credit Rating is carried out
at Regional, Zonal and BCC level depending on
the proposed limit. The practice of timely carrying
out internal credit rating in BOBICON based on the
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latest audited balance sheet before sanction and
disbursement is very important. It is also equally
important to immediately provide back papers to
the concerned validator. The back papers such as
soft copy of draft proposal and scanned copy of
balance sheet should reach the validator Mail ID
immediately for validation of Internal Credit rating in
BOBICON. This will help in reducing the turnaround
time (TAT) in processing the proposal and quick
credit decision by Sanctioning Authority and timely
disbursement. The back papers for Internal Credit
rating validation should be sent to validator within 3
days from the date of rating. Otherwise the validator
has the right to reverse the rating in BOBICON to
credit rating officer which in turn will delay the entire
sanctioning and reviewing process.

Validation at BCC-%7.5
Crores and Above

Validation at Zone-%5
Crores to Below 7.5 Crores

Validation at Region - Below
%5 Crores

As per the Global Exposure Management policy,
we even can carry out rating based on provisional
balance sheet while carrying out the review of
the limit sanctioned if at the time of credit review
audited balance sheet is not available. The rating
based audited balance sheet should be carried
out immediately, if there is difference in financial
by more than 10% between audit and provisional
financial figures. And also in the policy we have in
detail regarding exemptions of rating in BOBICON
e.g 100% Government guaranteed limit, 100% FDR
backed BG, NPA accounts etc These types of
accounts are exempted from carrying out rating in
BOBICON. In most of accounts the pricing, adhoc
sanction etc. are purely based on Internal Credit
Rating. In deciding the DLP, Internal Credit Rating
plays a very important role. So, it is mandatory
that, we carry out rating beforehand. If there is
discrepancy between the rafing carried out and
the rating mentioned in the Sanctioned Credit
Proposal, then it will lead to complications like non-
compliance issues, DLP issues if the internal credit
rating falls under non-investment grade (BOB7 fo
BOBI10). And also when there is drastic downgrade
in the internal rating in current financial year as
compared to the previous one, then this may lead
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fo change in sanctioning authority. For any new
credit officer, understanding the use of BOBICON
and learning the navigation is now not at all difficult.
There is great news for the new credit rating officers
that, two courses on BOBINCON are available in
Baroda Gurukul and two videos on BOBICON in
Baroda Tube.

The first course launched on BOBICON i.e. BOBICON
PART-I explains about the internal credit rating,
type of rating, proper model selection criteria and
exclusion of the account from carrying out internal
credit rafing. And second course i.e. BOBICON
PART-Il give hands-on experience of carrying out
credit rating.

BOBICON COURSES AND

VIDEOS

» BOBICOM courses on Baroda Gurukul
1. BOBICON Partl —Risk Assessment Module
BOBICON Part Il -Risk Assessment Mod

» BOBICON Videoson Baroda Tube
BOBICON Part | =
BOBICON Part Il

In my conclusion, | would like to say that, the newly
appointed credit officers and the one who is
newly handling the credit portfolio should first fully
understand the purpose of rating before finalizing
any credit proposal. Proper understanding of model
selection is very important otherwise if in case the
credit rating model is wrongly selected then, it will
have negativeimpact onourBank’s credit decisions.
For any clarification related to Internal Credit Rating
in BOBICON, all credit officers can approach the
Risk Officers posted at their respective Regional and
Zonal office. There is great support available from
BOBICON team in Risk Management Department
at Corporate Office level which extends support
in resolving any technical issue related to new user
id creation, SOL id fransfer etc in BOBICON. For the
benefit of credit officers, on regular basis trainings
on BOBICON are conducted by Staff College.
Credit officer can make best use of the available
resource for learning “Rating in BOBICON". Happy
learning to you all.
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Siddharth S. Kamble
| Risk Managment Dept,
MMWR, Mumbai
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ATM inaugurated of Court Road Branch, Udupi Region

New ATM attached to Court Road Branch, Udupi region was inaugurated
on 15.06.2023 in the CSI Lombard Memorial (Mission) Hospital, Udupi
premises. Sri. Sanatan Sathua, Regional Head, Udupi felicitating Bishop
Rt.Rev. Hemachandra Kumar in the presence of Sri. Sushil D Jathanna, MD
and Sri Harsha Chief Manager, Udupi Court Road Branch.
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Periodic updation of KYC
information (Re-KYC)

Customer Due Diligence:

Whenever a prospective customer approaches
bank to open an account, we need to perform due
diligence of the prospective customer.

Customer Due Diligence (CDD) means collecting
and evaluating the customers’ information
and determining their risk for illegal financial
fransactions.

CDD process is carried out before opening of
account to establish identity of customer based on
documentary evidence.

CDD process works as deterrent for customer fo
use banking channel for Money Laundering and
Terrorist Financing (MLTF) activities.

In a fast changing environment, banks need to
keep customer information updated. Process of
updation of KYC information is called Re-KYC.
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Customer Risk categorization:

Some customer categories are more prone to
facilitate MLTF activities which are treated as high
risk i.e. which can pose higher degree of money
laundering risk.

Bank has a standardized process to categorize the
customers in three categories with regard to MLTF
Risk i.e. High, Medium and low Risk.

Therisk categorizationis based on these parameters:
* Constitution Code

e Occupation Code

e Customer Type

*  Gross Annual Income

e Turnover in Account

The risk categorization takes place at the time

of Customer onboarding/account opening,
considering constitution code, occupation code,



customer type and gross annual income. Thereafter
risk category of customer is reviewed twice a yearin
the month of January and July.

At the time of half yearly review of risk category
the furnover in account is also considered for risk
categorization of the customerif the furnoveris more
than the threshold limit the customer is categorized
in higher risk category.

To ensure uniformity in risk categorization, the
process is automated in CBS system without human
infervention and derived result are populated
at “free code 1" in CUSTMOD menu. However
branch, based on their experience, transaction in
the account or other information from confirmed
sources may also enrich the risk category in “free
code 2" in "CUSTMOD" menu. The risk category
derived by system and updated by branch may
differ and whichever is higher will be considered for
risk category of the customer.

Periodic Updation of KYC information (Re-KYC)

Our regulator RBI has issued guidelines regarding
frequency for updation of KYC informatfion of
customers based on risk category, which is as under:

Risk Category | KYC updation frequency, at least
1 | High Risk Once in Two Year
2 |Medium Risk | Once in Eight Year
3| Low Risk Once in Ten Year

Til now, based on half yearly review of risk
category, the identification of customers due for
Re-KYC were finalised on half yearly basis and
at the end of half year i.e. before start of new
exercise the operative accounts of customer
pending for Re-KYC were required to be debit
freezed.

Since the process of implementation of Re-kyc was
manual, some lacunas in implementation were
observed.

To make the process robust and full proof, a new
automated process is has been implemented
in finacle system. The process in brief is as
under:

e MLTF process for risk category review will be run
on half yearly basis as hitherto.

e System will identify customers due for Re-KYC on
daily basis and mark in finacle system as due for
Re-KYC.

e On the date of identification for Re-kyc a
system generated SMS and e-mail will be sent
fo customer where valid mobile number/
e-mail is available in finacle system, informing
the customer that the account is due for
Re-KYC.

* Repeat SMS/e-mails will be sent to customers
on 30M/60™M/90M105"/141s*and 173 day fill KYC
updation is not done.

e On 105" day of identification, finacle system
will create physical notice to be printed by
branch for the customers pending for Re-
KYC, if the notice is not printed system will
show error and day end activity may be
hampered.

¢ The branch needs to dispatch the notfice within
four days of generation and update post/
courier name along with consignment number
in finacle system, if not updated, day end
activities may be hampered.

* Again on 141 day of identification, finacle
system will create 2" physical notice for Re-
KYC pending customers to be generated and
dispatched by branch on lines of first physical
notice.

e If despite all above efforts customer does
not turn up for updation of KYC records the
operative accounts linked to customer ID will
be debit freezed on 180" day of identification
by finacle system.

Further, to facilitate customers, Bank is in process
to provide various alternate channel to customers
tfo update KYC information without visiting the
branch:

e V-CIP (Video based Customer Identification
Process)

e BOB world (Mobile Banking)

* Net banking

e Cenftralized e-mail

*  Web based, through Bank's website
* Business Correspondent (BC Point)

e Through ATM

N K Totla
Asst. Gen. Manager,
KYC-AML, Op. & Services, H.O.
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METHODS OF MONEY
LAUNDERING

Money laundering is a constantly evolving activity
that requires confinuous monitoring to effectively
combat it. lllicit funds can flow through various
commercial  channels, including accounts,
loans, transfers and financial intermediaries.
Money launderers adapt their methods to exploit
weaknesses in the financial system, with a shift
towards non-bank sectors and non-financial
businesses/professions. To understand money
laundering mechanisms, the Financial Actfion Task
Force (FATF) and regional bodies publish typology
reports that highlight key methods and trends,
ensuring the effectiveness of anti-money laundering
measures and keeping them relevant. These reports
provide valuable examples of how money can be
laundered using different methods and in diverse
settings.

Electronic transfer of fund: Electronic transfers of
funds are inifiated through various electronic means
and can occur domestically or internationally,
facilitating the rapid movement of trillions of dollars
across millions of transactions daily. lllicit transfers
can easily be concealed among legitimate ones
within systems like Fedwire, SWIFT and CHIPS.
Money launderers exploit unauthorized fransfers,
stolen credit cards, or purchases with stolen funds
to hide illicit proceeds. Electronic transfers are also
used in the layering stage of money laundering
to complicate fracing efforts. Despite improved
verificafion processes and transaction monitoring
software, indicators such as fransfers to/from
secrecy havens, unexplained or unusual activity
and inconsistent patterns can suggest money
laundering.

Remote Deposit Capture: Remote Deposit Capture
(RDC) is a banking product that allows customers to
electronically deposit cheques by scanning them
and transmitting the images to the bank. It offers
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convenience, especially with the integration of
mobile phones for cheque deposits. Remote Deposit
Capture reduces processing costs for banks and is
part of the transition towards digital fransactions.
However, it presents risks for money laundering
and fraud. Money launderers can exploit Remote
Deposit Capture capabilities to move cheque
easily through accounts and inadequate controls
may facilitate violations of sanctions requirements.
Fraud detection becomes challenging with minimall
human intervention, emphasizing the need for
intfegrated monitoring and fraud prevention systems.
Proper limits, customer eligibility and swift action
against detected fraud are essential to mitigate
risks associated with Remote Deposit Capture.

Correspondent banking: Correspondent banking
involves one bank providing financial services to
another bank, enabling international transactions
where the providing bank has no physical presence.
Correspondent relationships offer various services
such as cash management, wire transfers, cheque
clearing and foreign exchange. Banks should
assess the regulatory oversight and ownership of
respondentbanksbefore establishingcorrespondent
accounts. Correspondent banking poses money
laundering risks due to indirect relationships and
large transaction volumes, making it challenging
to verify identities and detect suspect transactions.
The correspondent bank faces additional risks
related to determining the effectiveness of Anti
Money Laundering controls and the extent of
nesting practices, where sub respondents’ identities
and activities remain unknown.

Payable through accounits: Payable-Through
Accounts (PTAs) are correspondent banking
arrangementswhere the customers of therespondent
bank can directly confrol funds at the correspondent
bank without clearing fransactions through the
respondent bank. Payable-Through Accounts
adllow for an unlimited number of subaccount
holders, including individuals, businesses and even
other foreign banks. The terms of the Payable-
Through Accounts are specified in an agreement
between the correspondent and respondent banks.
Payable-Through Accounts can pose risks to money
laundering defences, particularly when involving
offshore financial centres with weak supervision,
when the correspondent bank fails to apply proper
due diligence to customers of the respondent bank,
when subaccount holders have currency privileges,
or when used in conjunction with the respondent
bank’s subsidiary or representative offices.

Concentration accounts: Concentration accounts
are internal accounts within a bank used to
process and settle multiple customer fransactions
by aggregating funds intfo a centralized account.
They are commonly used for private banking, frust
accounts and international transactions. Money
laundering risks can arise if customer-identifying



information becomes separated from financial
fransactions, leading to a loss of audit trail and
potential misuse or improper administration of
accounts. Banks utilizihg concentration accounts
should have robust policies, procedures and
processes in place to ensure proper operation and
record-keeping, including measures like requiring
dual signatures on general ledger tickefts.

Private banking: Private banking is a lucrative and
competitive industry that provides personalized
and confidential services to wealthy clients.
Increased scrutiny has been placed on private
banks, particularly regarding tax planning strategies.
Factors that contribute to the vulnerabilities of private
banking in terms of money laundering include high
profitability, infense competition, powerful clientele,
confidentiality, close relationships between managers
and clients, commission-based compensation, a
culture of secrecy and the use of private investment
companies to reduce transparency. These factors
necessitate tighter government controls and oversight
in the private banking sector.

Use of private investment companies in private
banking: In offshore or international financial
centres, private banking customers are typically
non-residents who hold their assets in corporate
vehicles such as private investment companies
(PICs) established in secrecy havens. Private
investment companies are shell companies used
for maintaining confidentiality and for tax or trust-
related reasons. They have been utilized in money
laundering cases due to their effectiveness as
laundering vehicles. The secrecy laws of offshore
havens can hide the frue ownership of private
investment companies and some are established
with  nominee directors to further protect the
identities of beneficial owners. Private banks often
establish private investment companies for clients
through affiliated frust companies in offshore
secrecy havens and illicit actors may create
complex networks of shell companies across
multiple jurisdictions.

Structuring: Structuring refers to designing a
transaction to avoid triggering reporting or record-
keeping requirements and is a widely recognized
method of money laundering. It involves breaking
down large transactions into smaller ones to stay
below reporting thresholds. This can be done by
individuals known as runners, who make multiple
deposits or purchasesin amounts under the reporting
limit at various banks. Smurfing is a common
technique used in structuring, where multiple
individuals make multiple transactions to evade
detection. Structuring is prevalent in industries such
as banking, money services businesses and casinos.
Examples include breaking a large transaction into
smaller ones, conducting transactions involving
multiple people and circumventing currency
conftrols by sending funds through intermediaries.

Micro structuring: Micro structuring is a method used
to placelarge amounts ofillicit cash into the financial
system by breaking it info numerous small deposits.
This makes the suspicious activity harder to detect
compared to traditional structuring. For example,
instead of splitting Rs.500,000 into two deposits,
a microstructure would split it into 20 deposits of
around Rs. 25000 each. In one case involving a
Colombian drug cartel, cash proceeds from drug
sales were deposited into New York accounts linked
fo ATM cards, which were provided to associates
in Colombia for withdrawals. Detection methods for
micro structuring include the use of counter deposit
slips, frequent activities in newly opened accounts
with incomplete documentation, frequent cash
deposits of small amounts inconsistent with normal
banking activities, cash deposits followed by ATM
withdrawals (especially in higher-risk countries) and
cash deposits made by unrelated third parties into
business accounts.

Credit unions and building societies: Credit unions
are member-owned and operated financial
cooperatives that serve the financial needs of their
members. Membership is based on a common
bond, such asacommunity or place of employment.
Credit unions can vary in size and complexity,
offering a range of products and services. They
primarily focus on personal banking relationships
within their community and may also serve small
fo medium-sized corporate and enfity account
holders. Credit unions rely on credit union cenfrals
for various services, such as capital liquidity and
operational processes. They are subject to similar
regulatory requirements as banks and are included
under Financial Action Task Force definition of a
financial institution. While credit unions pose a lower
money laundering risk due to their smaller size,
they are still vulnerable to money laundering and
terrorist financing schemes. The identified high-risk
fransactions, such as money transfers to third parties
and reluctance to provide identity information
when opening an account. Unusual activities in
children’s accounts should also be monitored as a
potential indicator of illicit activity.

Conclusion: Scams in banking are not a new thing.
Hawala and money laundering are very common
in banking scams. The money that we see in the
country, it is not necessary that it has come in the
right way. This can be in the form of corruption, drug
trafficking, betting, or human ftrafficking. Money
laundering has been happening in the country for
a long time and will contfinue to happen. It cannot
be stopped. Whenever there is a new scam, new
ways will be invented to legalize the black money. It
is necessary to know about the different methods of
money laundering in order to prevent yourself and
the bank from being used for money laundering.
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Sanjay Kumar
Chief Manager
Baroda Academy, Jaipur
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AT 24 ST, 2023 P SSIaT ST PriHH o it g (8) H 3R
&t il T e SR 2023 T SRS e AT R HERe
Td BRARTG bl Sl = FEHIfie &1l Seh SRR W g 8 & 8l T
st aRfie Freas, 99 &l TR At Rigred o T 3 TeTh wew qe
I IR U |
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3ITh FiaT & v g it o=mT ot Sufed o

i 3-4 S, 2023 B PRIER | ARG ‘T IS Feagl gAMC o
&g Pprfery, STeRe—ImHIvT & RSt R TUH W %81 il § ofies &
1§ Sef® e b HEEYd U e W St e SR, I 3Ee
TR A} fIes HHR <eRT, ST -TTHI0T &5 & T 47 JRefipson, Heag!
W & ReeTre! e 3idel Ud & & FeTh
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il - Bt i 7 il
{7 73, 2023 BT R b SLULTR § JRINIT Fivehe diel B DI
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farem 1 fAYaror
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TS ToTUTET AR gRT e 3! et srafer a1
Ardreror

f&T 16 ST, 2023 BT TG IISTHIST FHfT 6T Tt I [ffr g1
ARG, W) 81T Fraierd o FRiemor fovar mar o AT g Tee
ff YegR HEde, H¥IE g (lih \HT) Ud JuTedel, A ST
Ay g oFg AR NG FRIcT 9Tfiel g1 39 RIS & SR sige
WE g TEmeyd o I AR Rig, T ST 9 Sady afify
it o1 Rig, TS A1 & &g W o TR R 3 enfet gu

7 foeett sfaer H TFHTYT WHH, 2023 Y Furfas
afafy H dob v
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Corporate Album

Atal Pension Yojana Exemplary Award

ICITRFOH PG AMME

SLBC UP received the esteemed Atal Pension Yojana
Exemplary Award for the fiscal year 2022-23. The award
was received by Sammita Sachdev, GM, Government
Business on behalf of SLBC, UP in the gracious presence
of Dr. Deepak Mohanty, Chairperson of PFRDA, and
Shri A G Das, Executive Director of PFRDA.

Al100 Award 2023

Shri Akhil Handa, Chief Digital Officer, Bank of Baroda
received the AlI100 Award 2023 India, recognizing him as
one of India’s top 100 influential Al leaders.

Great Place to Work Award

Bank was awarded with the “Great Place to Work”
Certification 2023 for the 2nd year in a row. Bank also
received “India’s Best Employers among Nation Builder
2023" and ‘“India’s Best Employers in Public Sector
Undertaking 2023" Award.

d @t T FAFATA pd YeeD1e

Awards & Accolades received by the Bank

Best Customer Service Initiative of the
Year (Banking) Award

s

ds #1

Bank won the 'Best Customer Service Initiative of the
Year (Banking)' Award by Quantic India. Shri Dinesh Pant,
CGM, (Operations), Shri Rajiv Ranjan, DGM (Customer
Experience) and Shri Jagannatha Sarma, AGM (Customer
Experience) received the honour on behalf of the Bank.

ACEF Global Customer Engagement
Forum & Awards

Bank was honored in the ACEF Global Customer
Engagement Forum & Awards with 3 medals for ‘Best
Event Promotion for Sun Run 2.0 (Silver Medal)’, '‘Best Use
of Celebrity Endorsement for Sun Run 2.0 (Bronze Medal),
and Best Innovative Radio Campaign (Silver Medal) for
115 hours of non-stop RJ Marathon on the occasion of the
Bank's 115th Foundation Day.

Best Retail Financier Award

~

s

Bank of Baroda won the Best Retail Financier award
amongst PSU Banks at the Annual Financiers Awards 2022
organised by JCB India. Shri Dhrubashish Bhattacharya,
Head, MSME received the award on behalf of the Bank.
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