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Major Highlights – SEP 2010 (FY 11)

· Net Profit for Q2 at ` 1008 crore, up by 10.7%  

· Aggregate Business crosses ` 4.25lakh crore 

· Net Profit for Q2 moves up to `1008 Cr.


· Total business crossed `4.25 lakh crore, up by 21%  
· Net Profit at `1008 crore, up by 10.7%

· Over `1000 crore Net Profit for Two Consecutive Quarters   

· Robust Net Interest Income Growth at 52.5%    

· Further improvement in NIM to 3.16%
· Return on Assets at 1.52% 

· Capital Adequacy Ratio at 13.88%, Tier I ratio at 8.82%
· Gross NPA ratio at 1.49% and Net NPA ratio at 1.06%, both down y.o.y

· 100% Coverage of Branches under CBS
Net Profit for the second quarter of FY11 rose to `1008 crore, with a y.o.y growth of 10.7% compared to `911 crore recorded in the corresponding Q2 of the previous financial. The Bank has posted over `1000 crore in net profit for two consecutive quarters.

 Notwithstanding the muted treasury gains during the quarter, operating profit rose by 6.5% to `1416 crore.   

A total provision of `408 crore, including a provision of `199 crore towards NPA, has been made.  Provision Coverage Ratio is 77.06% as at September 2010.  

Return on average assets (RoAA) for the Q2 was at 1.52%. Earnings per Share (EPS) rose to `24.58 as against `22.21 a year ago.  Book Value increased to `355.25 compared to `280.38 as at September 2009.

Capital Adequacy 

Capital Adequacy Ratio stood at 13.88%, well above the regulatory minimum of 9%. Tier I capital ratio improved to 8.82%.  The Bank has raised `750 crore under Innovative Perpetual Debt Instrument and `1000 crore under Upper Tier II bonds during the second quarter.  With 73.17% Government of India holding, the Bank has adequate headroom available under both Tier I and Tier II options to raise capital and support business growth momentum. 

Income and Expenses-Q2 

Net Interest Income for the second quarter rose by a significant 52.5% to `2003 crore compared to `1314 crore in the same quarter a year ago. 

Recording a growth of 17%, interest income from loans/advances rose to `4110 crore.  

While growth in total expenditure was 9.1%, the growth in interest expenses during Q2 was contained at 5.3%. 

First Half (H1) Performance 

Net Profit for the first half (H1) recorded a 38% growth to reach `2021 crore compared to `1466 crore in the corresponding period last year.  Operating profit grew by 28.8% to `2899 crore over `2250 crore recorded in the period a year ago.   

Net Interest Income for H1 grew by a significant 43% to `3731 crore compared to `2605 crore a year ago. 

Net Interest Margin (NIM) further improved to 3.16%, up from 2.66% at September 2009 and 3.01% at June 2010. 
Total income for the first half rose by 12.6% to `11972 crore, driven by a 14% growth in income from loans/advances. The Bank's non-interest income upto September 2010 was `1234 crore.  

While total expenses grew moderately at 8.2% to `9073 crore, growth in interest expenses was contained at 5.2%.  

Business Growth and Productivity

Total business of the Bank rose to a level of `425258 crore as at September 2010, recording a y-o-y growth of 21%. Total deposits increased to `249187 crore, with a growth of 21.5%. 

Advances (net) grew by 20.2% to reach `176071 crore, up from `146456 crore as at September 2009. 

The Bank’s domestic business constituted 96% of the total business with `241740 crore under deposits and `167535 crore under advances. 

Driven by an intensive thrust, CASA deposits crossed `72000 crore as at September 2010.  Both CASA deposits and savings deposits in particular recorded a growth of 23%. Share of CASA deposit in domestic deposits improved further to 30.10% compared to 29.19% a year ago. Notably, the Bank has added `10,000 crore in SB deposit and over 17 lakhs SB Deposit clientele during the period. The Bank has launched a nationwide ‘Savings Mahotsav’ campaign across all branches to shore up SB deposit level. 

Steady improvement in business is well reflected in rising productivity of the Bank. While Business per Employee increased to `10.60 crore, Business per Branch improved to `138.70 crore as at September 2010 compared to ` 125 crore a year ago. The Bank’s clientele base reached 37.46 million, comprising 33.33 million under deposit accounts and 4.13 million under borrowal accounts. 

Asset Quality
With relentless thrust on asset quality and intensive monitoring of credit, the Bank’s gross NPA ratio came down to 1.49% (`2636 crore) and net NPA ratio to 1.06% (`1860 crore) as at September 2010 compared to the gross NPA ratio of 1.60% and Net NPA ratio of 1.16% as at September 2009. Cash recovery during the first half at `742 crore was much higher than `530 crore in the same period a year ago. 
Credit Segments

The Bank’s credit growth at 20% during the period compares well with the industry’s growth and is broadbased across segments- retail, priority sectors, industrial and infrastructure. 

Driven by higher retail credit demand, the Bank’s retail lending portfolio grew by 26.3% to `26029 crore. The growth under direct housing loan was robust at 41.8% with an outstanding portfolio at `11669 crore.  Housing loan constituted 45% of the retail lending portfolio, of which a majority comes under the priority ambit.  The Bank is currently celebrating a retail loan festival, offering attractive rates on Home and Vehicle loans to enhance further retail loan portfolio. 

The Bank’s credit to Micro, Small and Medium Enterprises (MSME) recorded a 21.4% growth to reach `32801 crore compared to a level of   `27030 crore as at September 2009.  
Outstanding advances to the priority segments grew by 14.4% to reach `60658 crore, with an outstanding agricultural advances level of `23882 crore.  
Continuing its lead among nationalized banks, the Bank’s education loan portfolio rose to `3259 crore, covering 1.77 lakh students. 
Pursuing its commitment to the financial inclusion, the Bank has achieved total financial inclusion in all the 26 lead districts spread over five States. The Bank has opened 1.8 lakhs No Frill Accounts during H1, taking the total tally of No-frill accounts to 23.59 lakhs since inception. The Bank formed 3.34 lakhs Self Help Groups as at September 2010, with credit linking of 2.85 lakhs SHGs.    
InfoTech Advancement

All branches of the Bank are now under Core Banking Solution (CBS), accounting for 100% of the Bank's business. With 100% CBS, the Bank offers technology banking, such as, Internet & Mobile Banking and Funds Transfer through NEFT and RTGS across all branches.  With over 2000 ATMs, the Bank’s debit card base rose further to 52 lakhs. 
Delivery Channels 
During the first half, the Bank added 19 domestic branches and one overseas branch at Leicester, UK and a Representative Office at Sharjah, UAE, taking the total tally under the branch network to 3066 branches.  The Bank plans to open 200 branches in the identified centres during the current financial year, with majority of branches slated for opening during the third quarter itself.

Goals for FY11

· The Bank aims to reach an aggregate business figure of `5 lakh crore, comprising total deposits of `285000 crore and advances of `215000 crore.  

· The Bank will continue to focus on core business, with the objective of augmenting profits and profitability. 

· Expanding global footprints, the Bank has plans to open branches in Manama and QFC-Qatar .
· The Bank has plans to open over 200 new branches during H2.
(((
GENERAL INFORMATION

	Details
	Percentage

	Bank Rate
	6%

	CRR (Sec 42 of RBI act 1934)
	6%

	SLR (Sec 24 of B R Act 1949)
	25%    

	Repo Rate
	5.00% 27.07.2010

	Reverse Repo 
	4.50%27.07.2010

	BPLR of our Bank from 12.08.2010
	12.50%

	BASE Rate
	8%


	 
	
	 
	 
	 
	 

	Item
	Unit / Base
	2009-10
	2010

	
	
	
	Jun.
	Jul.
	Aug.

	1
	2
	3
	4
	5
	6

	Output 
	 
	 
	 
	 
	 

	1. Gross Domestic Product at  Factor Cost (at 2004-05 prices)
	` crore
	44,64,081 (R.E.)
	 
	 
	 

	2. Index number of  Agricultural Production  (All crops)
	Triennium  ended  1993-94=100
	150.4£
	 
	 
	 

	a. Foodgrains Production
	Million tonnes
	218.2£
	 
	 
	 

	3. General Index of  Industrial Production (1)
	1993-94=100
	304.2(P)
	312.4(P)
	330.8(P)
	 

	Money and Banking 
	 
	 
	 
	 
	 

	Reserve Bank of India (2) 
	 
	 
	 
	 
	 

	4. Notes in Circulation
	` crore
	7,90,223
	8,46,829
	8,36,216
	8,44,980

	5. Rupee Securities (3)
	"
	1,76,755
	2,71,463
	2,22,577
	2,07,318

	6. Loans and Discount
	"
	3,822
	2,631
	2,066
	1,281

	(a) Scheduled Commercial  Banks (4)
	"
	42
	2,332
	2,041
	895

	(b) Scheduled State  Co-operative Banks (4)
	"
	—
	—
	—
	—

	(c) Bills Purchased and  Discounted (internal)
	"
	—
	—
	—
	—

	Scheduled Commercial Banks 
	 
	 
	 
	 
	 

	7. Aggregate Deposits (5)
	` crore
	44,92,826
	 45,61,200
	46,74,743
	46,70,238 (P)

	8. Bank Credit (5)
	"
	32,44,788
	33,54,193
	33,79,999
	33,51,396 (P)

	9. Investment in Govt.  Securities (5)
	"
	13,78,395
	14,01,814
	14,48,907
	14,70,610 (P)

	
	
	
	
	
	

	11. Money Stock Measures (7)
	 
	 
	 
	 
	 

	(a) M1
	` crore
	14,94,611
	14,70,787
	15,04,458
	14,97,804

	(b) M3
	"
	55,99,762
	56,77,076
	57,91,002
	58,30,510

	3 Cash Reserve Ratio and  Interest Rates 
	 
	 
	 
	 
	 

	12. Cash Reserve Ratio (2), (16)
	Per cent
	5.75
	6.00
	6.00
	6.00

	13. Bank Rate
	Per cent  Per annum
	6.00
	6.00
	6.00
	6.00

	14. Inter-bank Call Money Rate (Mumbai) (8)
	"
	2.25-5.75
	3.50-6.50
	3.40-6.00
	3.60-5.15

	15. Deposit Rate (9)
	 
	 
	 
	 
	 

	(a) 30 days and 1 year
	"
	1.50-6.50
	1.50-5.75
	1.50-5.75
	1.50-6.00

	(b) 1 year and above
	"
	6.00-7.50
	6.00-7.50
	6.00-7.50
	6.75-7.75


 T E R M I N I L O G I E S    I N    B A N K I N G

Accounts Payable:

Amounts owing on open account to creditors for goods and services. 

Accounts Receivable:

Money owed to a business for merchandise or services sold on open account. 

Accrual Basis:

Accounting method whereby income and expense items are recognized as they are earned or incurred, even though they may not have been received or actually paid in cash. 

Accrual Bonds:

Bonds that do not make periodic interest payments, but instead accrue interest until the bond matures. Also known as zero-coupon bonds. 

Accrued Interest:

Interest that has accumulated between the most recent payment and the sale of a security, i.e. deemed to be earned on a security but not yet paid to the investor. At the time of the sale, the buyer pays the seller the security’s price plus accrued interest 

Acquisition:

One company taking over controlling interest in another company. 

Active Investing: An investment strategy which involves the constant monitoring and selection of assets with good growth potential.

Adjusted EPS:

Adjusted Earnings per share 

After-tax Return:

An investment's return after all income taxes have been deducted. 

Alpha

Measure of risk-adjusted performance. An alpha is usually generated by regressing the security or mutual fund's excess return on benchmark index’s excess return. 

American Depository Receipt (ADR):

Receipt for the shares of a foreign-based corporation held in the vault of a U.S. bank and entitling the shareholder to all dividends and capital gains. 

Amortization;

Accounting procedure that gradually reduces the cost value of a limited life or intangible asset, such as goodwill, through periodic charges to income. Amortization also refers to the reduction of debt by regular-payments of interest and principal sufficient.

Annual Meeting:

Once-a-year meeting when the managers of a company report to stockholders on the year's results, and the board of directors stands for election for the next year. 

Annual Report:

Yearly record of a corporation's financial condition that must be distributed to shareholders. Included in the report is a Description of the company's operations as well as its balance sheet and income statement. 

Annuity:

A long-term investment that provides tax-deferred growth and income at regular intervals for as long as you specify. 

Arbitrage:

Profiting from differences in price when the same security, currency, or commodity is traded on two or more markets. 

Arbitrage Pricing Theory (APT): A more general case of CAPM. Instead of considering just a single asset, as CAPM accounts for only the market portfolio, the APT takes many assets into consideration. Therefore, it is also known as the multi-asset pricing model.

Ask Price:

The price at which a market maker is willing to sell a specified quantity of a particular security. 

Asset:

Anything having commercial or exchange value that is owned by a business, institution, or individual. 

Asset Allocation:

Apportioning of investment funds among categories of assets, such as cash equivalents, stocks, fixed-income investments, and such tangible assets as real estate, precious metals, and collectibles. Asset allocation affects both risk and return and is a cen 

Assets Under Management:

The value of the assets that a company manages, but does not own. 

Authorised Dealers(ADS):

Authorised dealers(Ads) are those banks in India, and in other countries with exchage restriction, which alone are entitled to engage in foreign exchange transactions with each other, with non residents, and with resident non banking clients.

Authorized Shares:

Maximum number of shares of any class a company may legally create under the terms of its articles of incorporation. Normally, a corporation provides for future increases in authorized stock by vote of the stockholders. The corporation is not required to 

Bad Debt:

Open account balance or loan receivable that has proven uncollectible and is written off. 

Balance of Payments:

System of recording all of a country's economic transactions with the rest of the world during a particular time period. 

Bank Certificates:
These are certificates issued by authorized dealers to beneficiaries of inward remittances received through their medium or to persons against foreign exchange (surrendered by them) for production as supporting evidence for claiming various facilities, benefits or entitlements under Exchange Regulations or Rules.  Such certificates may also be issued by authorized dealers against payments made to residents by debit to non resident bank accounts for similar purpose

Band Guarantee
Guarantee is “written promise made by one person to be collaterally answerable for debt, default, or miscarriage of another”.  It is a contract to perform the promise, or discharge the liability, of a third person in case of his default.  There are three parties to a guarantee-the credit, the principal debtor is primarily liable to make payment and the guarantor becomes liable only when he fails to pay.  Guarantee may be either specific or continuing.  The former relates to one isolated debt only whereas the latter is one covering a series of transactions.

Basis Point:

One basis point is the last decimal in the quotation of an exchange rate, and 0.01 percent when referring to interest rates or yields.

Balance of Trade:

Net difference over a period of time between the value of a country's imports and exports of merchandise. 

Balance Sheet:

Financial report showing the status of a company's assets, liabilities, and owners' equity on a given day. 

Balanced Fund:

A fund that invests in both stocks and bonds whose objective is both growth and income. 

Basis point:

One one-hundredth of 1 percent. Yield differences among fixed-income securities are stated in basis points 

Bear Market:

Prolonged period of falling prices. 

Bearer security:

A security that has no identification as to owner. It is presumed to be owned by the person who holds it. Bearer securities are freely negotiable, since ownership can be quickly transferred from seller to buyer by delivery of the instrument. 

Benchmark: A standard or a point of reference to which a comparison is made.

Beta: Measure of the stock price’s volatility against the relevant stock indices of the respective markets

Bid rate:

The price at which a buyer will purchase a security. 

Bid Price:

The price at which a market-maker is willing to purchase a specified quantity of a particular security. 

Blocked Accoun:

Non resident funds which cannot be transferred freely.  The concept of “Blocked Accounts” no longer exists under new FEMA Regulations.

Blue Chip:

Common stock of a nationally known company that has a long record of profit growth and dividend payment and a reputation for quality management, products, and services. 

Board of Directors:

Group of individuals elected, usually at an annual meeting, by the shareholders of a corporation and empowered to carry out certain tasks as spelled out in the corporation's charter. 

Bond:

Any interest-bearing or discounted government or corporate security that obligates the issuer to pay the bondholder a specified sum of money, usually at specific intervals, and to repay the principal amount of the loan at maturity. 

Bond insurers and reinsurers:

A partial list of bond insurers includes American Municipal Bond Assurance Corp. (AMBAC), ACA Financial Guaranty, Asset Guaranty Insurance Co., AXA Re Finance, Capital Guaranty Insurance Co., Capital Markets Assurance Corp. (CapMAC), Capital Reinsurance Co 

Bond Issue:

A form of borrowing funds by issuing securities (bonds) mostly fixed interest and offering them for public subscription during a specified period (subscription period), as a rule for a medium to long term period.

Bond Ratings:

An indicator of the creditworthiness of specific bond issues. These ratings are often interpreted as an indication of the likelihood of default on the part of the respective bond issuers. Bonds with the smallest default probability are rated AAA (or Aaa) 

Bonus Issue:

Also known as a capitalization or scrip issue. This is when a company issues free shares to a company's existing shareholders. No money changes hands and the share price falls pro rata. This is usually used as an exercise to make the shares more marketable 

Book-entry;

A method of recording and transferring ownership of securities electronically, eliminating the need for physical certificates. 

Bottom-Up Approach:

An investment strategy that focuses on individual stocks, rather than general market trends. It assumes strong companies can perform well independent of the market environment. 

Broker:

Person who acts as an intermediary between a buyer and seller, usually charging a commission. 

Budget”

Estimate of revenue and expenditure for a specified period. 

Budget Deficit:

Excess of spending over income for a government, corporation, or individual over a particular period of time. 

Budget Surplus:

Excess of income over spending for a government, corporation, or individual over a particular period of time.

Buyers credit:

A buyer’s credit scheme seeks to eliminate the risks of a supplier’s credit.  Under this scheme, an overseas buyer obtains credit from a bank or other financial institutions in the supplier’s country to make payment to the supplier for the goods supplied.  The buyer will, however, repay the loans to the lending banker/financial institution in the supplier’s country over a period of months/years as agreed under the terms of the loan.  This scheme relieves the supplier of a lot of worries.  So long as he discharges his commercial responsibilities (to his buyer), he is not worried because the financial party, i.e., payment by the buyer is taken over by competent financial institutions.  In India such credits may be afforded to the overseas buyer by an authorized dealer or a financial institution (including a consortium of authorized dealers/financial institutions).  They enable the exporter to realize his value from the institutions concerned straightaway.  Both buyer’s as well as supplier’s credits(credits extended by the exporter direct to his overseas buyer) are governed by the Exchange Control Regulations.

Buyer’s Market:

An excess of supply over demand results in according to law of supply and demand, a lowering of prices.  In other words sellers are willing to dispose of their goods, services at lower prices.  A buyer’s market is, in fact, a condition in a market where prices are low, i.e favourable to buyers, supply exceeding demand.  Covers, sellers market refers to a condition in which prices are high, i.e. favourable to sellers, demand exceeding supply.  These are in fact the result of an interaction supply and demand, the former exceeding the latter or vice versa.  There may, in  practice, be other factors interfering in the market unrelated demand, the former exceeding the latter or vice versa.  There may, in practice, be other factors interfering in the market unrelated to supply and demand, e g subsidies, support by change in tax etc but still, generally the disequilibrium between supply and demand is mainly contributory to price change.  Subsidies and  support are general terms used to represent Government assistance
Buying Rates:

Exchange rates at which dealers are prepared to buy foreign exchanges in the market from other dealers, and at which potential sellers are therefore able to sell foreign exchanges to those dealers.

BVPS::

Book Value per share 

Call:
The optional right of an issuer to redeem bonds before their stated maturity, at a given price on a given date.

Call money/call money market:

This is so called because the lending banks can call them up at the shortest possible notice.  Such loans are provided by the commercial banks to bill brokers and dealers in the stock exchange who require credit for short periods to finance their customers’ trading on margin and their own holdings of securities.  There may be inter bank call money market where the demand on excess reserve balances of certain banks comes from other that needs to command such balances in order to adjust their reserve positions to accord with the existing statutory requirements.  There is “same day” call money, which means that the call must be made (usually) before 10 O’ clock in the morning.  There is also “24 hour” “48 hour” and 7 days’ call money which means that the money must be called 1, 2 or 7 calendar days prior to the actual repayment date.  While these are the most common varieties of call money, parties can obviously agree on different types.

Call Option:

Right to buy shares of a particular stock or stock index at a predetermined price before a preset data, in exchange for a premium. 

Call premium:

A dollar amount, usually stated as a percent of the principal amount called, paid by the issuer as a "penalty" for the exercise of a call provision. 

Callable bonds:

Bonds which are redeemable by the issuer prior to the maturity date at a specified price at or above par. 

Cap:

The top interest rate that can be paid on a floating-rate security. 

Capital Goods:
“Capital Goods” means any plant machinery, equipment or accessories required for manufacture or production, with directly or indirectly, of goods or for rendering services, including those required for replacement, modernization, technological upgradation or expansion.  Capital goods also include packaging machinery and equipment, refractories, instruments, refrigeration equipment, power generating sets, machine tools, catalysts for initial charge, and equipment and instrument for testing, research and development, quality and pollution control.  Capital goods may be for use in manufacturing, mining agriculture, aquaculture, animal husbandry, floriculture, horticulture, pisciculture, poultry and sericulture, as well as for use in the services sector.

Capital Account Transactions:

A transaction which alters the assets or liabilities, including contingent liabilities outside India of persons resident in India or assets or liabilities in India of person resident outside India.

Capital Asset:

Long-term asset that is not bought or sold in the normal course of business. 

CAPITAL ASSET PRICING MODEL: A model that shows the relationship between expected return and expected risk. CAPM shows that the return on an asset depends on 1) the time value of money 2) the reward for bearing systemic risk and 3) the amount of systemic risk. 

CAPITAL EXPENDITURE (CAPEX): Expenditures for big-ticket items that are expected to last several years. In the telecom and technology markets, the amount of money companies spend on capital expenditures has a direct influence on the sales growth that their suppliers can expect.

Capital Gain:

Difference between an asset's purchase price and selling price, when the difference is positive. 

Capital Markets:

Markets where capital funds - debt and equity - are traded. 

Capital Stock:

Stock authorized by a company's charter. The number and value of issued shares are normally shown, together with the number of shares authorized, in the capital accounts section of the balance sheet. 

Capitalization Rate:

Rate of interest used to convert a series of future payments into a single present value. 

Cash Cow:

A business that generates a continuing flow of cash. Such a business usually has well-established brand names whose familiarity stimulates repeated buying of the products. Stocks that are cash cows have dependable dividends. 

Cash Dividend:

Cash payment to a corporation's shareholders, distributed from current earnings or accumulated profits. 

Cash Equivalents:

Instruments or investments of such high liquidity and safety that they are virtually as good as cash. Examples are Money Market Funds and Treasury Bills. 

Cash Flow Statement: Reports the cash flows of the company’s operating, investing and financing activities within the accounting period.

Closed-End Fund:

Type of fund that has a fixed number of shares usually listed on a major stock exchange. Unlike open-end funds, closed-end funds do not stand ready to issue or redeem shares on a continuous basis. 

Closed-end investment company:

An investment company created with a fixed number of shares which are then traded as listed securities on a stock exchange. After the initial offering, existing shares can only be bought from existing shareholders. 

Convertibility:

The terms applies to foreign holding of home currency.  In other words, if a currency possesses the “convertibility” characteristic, overseas holders of that currency can convert their holdings into any other currency (multilateral `convertibility’) at a pre arranged or market rates of exchange.

CMO (Collateralized Mortgage Obligation):

A bond backed by a pool of mortgage pass-through securities or mortgage loans, which generally supports several classes of obligations. 

Collar:

Upper and lower limits (cap and floor, respectively) on the interest rate of a floating-rate security. 

Capital Market Line: The optimal capital asset line. Represents the optimal combination of market portfolio and the risk-free asset. Uses standard deviation to represent risk so it is in relation to total risk.

Coefficient of Determination: Measures the “goodness of fit” between a dependent variable and the independent variable(s) that determine its value. It is an indication of the strength of the relationship.

Coefficient of Variation: The ratio of the risk of the investment to its expected return.

Correlation Coefficient: Square root of the coefficient of determination.

Counter Trade:

Counter Trade means any arrangement under which exports/imports from India are balanced either by direct imports/exports from/to the importing/exporting country or through a third country under a Trade Agreement or otherwise.  Exports/Imports under counter trade may be carried out through Escrow Account, Buy Back arrangements, Barter trade or any similar arrangement.  The balancing of exports and imports could wholly or partly be in cash, goods and/or services

Coupon:

The stated rate of interest on a bond.  One of a series of actual certificates attached to the bond, each evidencing interest payable on a specified date.

Covariance: The tendency of the returns of two assets to move in the same direction over time.

Cover:

It is to protect the value of the future proceeds of an international trade transaction, usually by buying or selling the proceeds in the forward market

Common Stock:

Units of ownership of a public corporation. Owners typically are entitled to vote on the selection of directors and other important matters as well as to receive dividends on their holdings. In the event that a corporation is liquidated, the claims of sec 

Consolidated Financial Statement:

Financial statement that brings together all assets, liabilities, and operating accounts of a parent company and its subsidiaries. 

Controlling Interest:

Ownership of more than 50% of a corporation's voting shares. A much smaller interest, owned individually or by a group in combination, can be controlling if the other shares are widely dispersed and not actively voted. 

Convertible:

Corporate securities (usually preferred shares or bonds) that are exchangeable for a set number of another form (usually common shares) at a pre stated price. 

Corporation:

A legal entity, separate and distinct from the persons who own it. It has three chief distinguishing features: limited liability (owners can lose only what they invest); easy transfer of ownership through the sale of shares; and continuity of existence. 

Cost of Capital:

Rate of return that a business could earn if it chose another investment with equivalent risk - in other words, the opportunity cost of the funds employed as the result of an investment decision. Cost of capital is also calculated using a weighted average 

Countercyclical Stocks:

Stocks that tend to rise in value when the economy is turning down or is in recession. 

Coupon:

This part of a bearer bond denotes the amount of interest due, and on what date and where payment will be made. Bearer coupons are presented to the issuer's designated paying

Cover:

It is to protect the value of the future proceeds of an international trade transaction, usually by buying or selling the proceeds in the forward market

Credit Information:

Obtaining credit information by the buyers about their sellers and by the sellers about their buyers in all sorts of trade, is indispensable.  All merchants, manufacturers and bankers need to ensure themselves about the financial conditions of their customers, the nature of the merchandise and trade customs.  There are several factors in the preparation of a credit report, e.g. “character”, “capacity” and “capital”.  The economic and political stability and other conditions of the buyer’s country are also worth enquiring.

Bankers as well as sellers of goods examine the credit standing of their prospective customers in determining the terms and the amount of credit that they may be willing to allow them  An importer also buying on a forward shipment basis runs the risk of his supplier’s failure to fulfil the terms of the contract resulting in his buying the goods elsewhere at a higher price and there is, therefore, the need for the importer as well to examine the credit standing of each source of his supply.

Banks and commercial agencies are the principal sources of credit information.  Banks maintain files containing credit information about various business concerns, which they make available to their clients upon request.  Should they not have any information on their record, they request other banks or agents abroad for the same.  Credit information is major service rendered by commercial bankers to their clients.

 Cross-sectional Analysis : Compares a company’s set of ratios to those of its peers. This allows us to more directly relate the performance and value of one company against its competitors.

Cross Rate:

It is the price of any currency in terms of any other currency (other than home currency in either case).  In other words, it is the direct relationship between two “non-home” currencies in a foreign exchange market, concerned with or used in transactions in a country to which none of the currencies belongs

Currency Band:

A range within which a currency is allowed to fluctuate on both sides of its official parity.

Current Ratio:

Current assets divided by current liabilities. The ratio shows a company's ability to pay its current obligations from current assets. 

Current yield:

The ratio of interest to the actual market price of the bond, stated as a percentage. For example, a bond with a current market price of $1,000 that pays $80 per year in interest would have a current yield of 8%. 

Customs Bill of Entry:

It is a documentary evidence of import.  Importers are under obligation to submit the exchange control copy of this document to the authorized dealer through whom the relative remittance was made, as evidence that the relative goods for which the payment was made, have actually been imported into India.  There are certain cases under which such document should be forwarded to the Exchange Control authorities.

Cyclical Stocks:

Stocks that tend to rise quickly when the economy turns up and to fall quickly when the economy turns down. 

Cyclical industries: Those in which the companies’ business tend to fluctuate in accordance to the health of the economy.

Date of Record:

Date on which a shareholder must officially own shares in order to be entitled to a dividend. 

Dated date (or issue date):

The date of a bond issue from which the first owner of a bond is entitled to receive interest. 

DEAD CAT BOUNCE: . A quick, but modest, upward movement in a market that previously traded lower.2. A term that is used by traders to indicate that they don't expect a stock's upward price movement to last. Dealer Any person or company that sells or buys securities for his or her own account 

Debenture:

Unsecured debt obligation, issued against the general credit of a corporation, rather than against a specific asset. 

Default:

Failure to pay principal or interest when due. Defaults can also occur for failure to meet nonpayment obligations, such as reporting requirements, or when a material problem occurs for the issuer, such as a bankruptcy. 

Defensive Securities:

Stocks and bonds that are more stable than average and provide a safe return on an investor's money. When the stock market is weak, defensive securities tend to decline less than the overall market. 

Defensive Industries: Those that exhibit stable sales and profitability despite the volatility in the business cycle.
Deemed Exports

Supplies of goods and services made indigenously to the projects of various specified organizations are considered exports for the purpose of suppliers of the goods and services.  There is no physical export.  Yet such  supplies are know as “deemed exports” and the suppliers thereof are entitled to benefits under the Import Policy.  The benefits are given to encourage this effective mode of import substitution.

Delisting:

Removal of a company's security from an exchange because the firm did not abide by some regulation or the stock does not meet certain financial ratios or sales levels. 

Depreciation:

Amortization of fixed assets, such as plant and equipment, so as to allocate the cost over their depreciable life. 

Deregulation:

Greatly reducing government regulation in order to allow freer markets to create a more efficient marketplace. 

Derivative Instrument:

A contract whose value is based on the performance of an underlying financial asset, index, or other investment. 

Devaluation:

Lowering of the value of a country's currency relative to gold and/or the currencies of other nations. 

Deviation clause (Bill of Landing)

A bill of landing often contains a clause such as the following :

Ship shall have the liberty to proceed backwards or forwards, once or oftener, to and from, and use any port or ports in any rotation, for any purpose whatsoever, whether in or out of, or behind or beyond the named ports in the customary or advertised routes.

The inclusion of this clause appears to defeat the obligation under a CIF contract to dispatch the merchandise by the normal trade route.  It is extremely unlikely, however, that a ship-owner who contracted to carry goods from a named port to a named destination, would deviate from the course usually followed without a reality justifiable cause.

Discount:

The amount by which the purchase price of a security is less than the principal amount, or par value. 

Discount note:

Short-term obligations issued at discount from face value, with maturities ranging from overnight to 360 days. They have no periodic interest payments; the investor receives the note's face value at maturity. 

Discount rate:

The rate the Federal Reserve charges on loans to member banks. 

Diversification

Spreading of risk by putting assets in several categories of investments. 

Dividend:

1. A company's payment of profits to its stockholders. 2. A mutual fund's payment of profits to its shareholders. 3. A return of part of the premium on participating insurance to reflect the difference between the premium charged and the combination of ac 

Dividend Payout Ratio:

Percentage of earnings paid to shareholders in cash. In general, the higher the payout ratio, the more mature the company. 

Dividend Yield

Annual percentage of return earned by an investor on a stock. The yield is determined by dividing the amount of the dividends per share by the current market price per share. 

Duration:

The weighted maturity of a fixed-income investment's cash flows, used in the estimation of the price sensitivity of fixed-inco per share 

Earnings Per Share (EPS)

Portion of a company's profit allocated to each outstanding share of common stock. 

Efficient Frontier: A graphical plot of the collection of all efficient portfolios in the risk/return possibilities.

Efficient Portfolio: A portfolio that offers a maximum expected return for a given amount of risk, or alternatively, a minimum level of risk for a given expected return.

Efficient Market Hypothesis: States that security prices adjust rapidly and in an unbiased manner to new information so that in an efficient market current prices of securities should reflect all available information about the securities.

Exchange Rate Risk: Risk that the foreign currency depreciates relative to the home currency such that the value of the foreign currency-denominated asset falls with respect to what it would have been worth if the currency movements had remained unchanged.

Expected Return: Probable estimate of the return expected from an investment

Embedded option:

A provision within a bond giving either the issuer or the bondholder an option to take some action against the other party. The most common embedded option is a call option, giving the issuer the right to call, or retire, the debt before the scheduled maturity.

EPS

Earnings per Share 

Equity Fund

A fund that invests primarily in stocks. Also known as a stock fund. 

Eurobond

Bond denominated in U.S. dollars or other currencies and sold to investors outside the country whose currency is used. 

Euro Commercial paper:

Unsecured corporate debt with a short maturity and structured to appeal to large financial institutions active in the Eurocurrency market

EV

Enterprise Value 

EV / Equity

Enterprise Value to Equity Ratio 

Exchange Arbitrage

Arbitrage may be said to consist of purchasing in one market for immediate sale in another, when acquisition and disposition both relate to a similar set of assets, such as, foreign currencies, Government securities etc.  Arbitrage transactions form an integral part of trading in foreign currencies by dealers.  These involve purchase of a currency in one market for immediate resale in another.  These transactions are not themselves speculative.  They are done in order to take advantage of discrepancies that may exist in the structure of exchange rates at a given time.  Institutions engaging themselves in arbitrage operations make the price on a given type of exchange in market more or less equivalent to that on the same type of exchange in another market.

Exchange Rate:

It is a price of one currency in terms of another

Export Finance:

An exporter, merchant or manufacturer, securing an export order, requires finance.  Such finance can be classified according to the stage at which and the period for which it is granted e.g. pre and post shipment (depending upon the stage at which finance is required), and short and long terms (depending upon the duration).  Short terms finance may be a loan for a particular contract or may be in the form of cash credit (i.e. continues and for the overall need) depending upon the level of exports over a period say one year.  It is a revolving limit for financing a series of export transactions, interest being payable on the amount borrower say one year.  Export credit requirements usually get preferential treatment besides concession rate of interest.  After the goods are shipped, the exporter presents the documents, to the lending bank.  The packing credit (pre shipment finance) is adjusted at this stage by the bank by providing a post-shipment credit facility.

Post shipment financing is meant for meeting the requirements of the exporter from the date of shipment to the date payment is received from abroad.  The period depends upon the time involved in obtaining reimbursement (if export is made under a letter of credit) or receiving amount of the bill from abroad (subject to the prescribed time limit of 18 says from the date of shipment).  Handling of export documents at the post shipment stage may be in the form is a) negotiation under an irrevocable credit b) purchase or c) accepting the same on collection basis (in which case, there may be an advance by a bank to the exporter till the proceeds are realized, received and used in adjusting the advance).

Ex-Dividend:

The interval between a fund distribution's record date and payable date. During this period, investors who purchase shares are not entitled to the distribution payment. 

Exercise Price:

Price at which the stock or commodity underlying a call or put option can be purchased (call) or sold (put) over the specified period 

Extension risk:

The risk that rising interest rates will slow the anticipated rate at which mortgages or other loans in a pool will be repaid, causing investors to find their principal committed longer than expected. As a result, they may miss the opportunity to earn a hi 

Face amount:

Par value (principal or maturity value) of a security appearing on the face of the instrument 

FAIR VALUE: 1.The price that an asset or investment can be bought or sold at. Quoted market prices of instruments traded on exchanges give an accurate reading of fair value. 2. The theoretical value of a futures or options contract that is derived from a mathematical valuation model. Also called non-arbitrage value. 

Federal funds rate:

The interest rate charged by banks on loans of their excess reserve funds to other banks. The Federal Reserve's ability to add or withdraw reserves from the banking system gives it close control over this rate. Changes in the federal funds rate are sometime 

Fiscal Yea:

A 365-day accounting period for which a company or mutual fund prepares financial statements. 

Fixed Asset:

Tangible property used in the operations of a business, but not expected to be consumed or converted into cash in the ordinary course of events. 

Financial Risk: Concerns the extent of leverage used by a company to finance its business operations. The greater the leverage used, the higher the debt burden faced by the company, therefore the greater the risk.
Fiscal Policy:
It means the policy relating to taxation, expenditure, government’s debts and its profit management.

FIRST MORTGAGE: real estate mortgage that gives the lender the first claim on the property in case of a default. It is in contrast to a second mortgage, which is paid only after the first mortgage holder is paid in the event of a default. 

Foreign Currency Assets:

Foreign currency balances, held abroad in the names of residents in India, and for acquisition and holding of securities expressed in foreign currencies by residents of India, are regarded as foreign currency assets.  Opening and maintenance of such accounts and operating thereon and/or acquisition, holding and disposal of such securities by resident of India are subject to new FEMA Regulations administered by the Reserve Bank.  Payments out of such accounts to or on behalf of their residents of India or holding of such security etc for any foreign citizen permanently resident in India are, however, prohibited.

Foreign Exchange:

This terms is used to indicate the exchange of one currency for another and also denotes a foreign currency.  As for instance, if one buys or sells dollar or pound sterling or any other foreign currency, one is said to be buying or selling foreign exchange.  Foreign exchange includes all deposits, credits and balance payable in foreign currency and any drafts, travellers’ cheques, letters of credit and bills of exchange, expressed or drawn in Indian currency but payable in any foreign currency.

The supply of, and demand for, foreign exchange arise from international trade, investment in another country, tourism and business travel, speculation covering changes in the exchange rates and various other government needs.

Forfeiting Finance:

Under this arrangement of finance, in consideration of having received the immediate payment, the exporter agrees to surrender to the forfeiter, his rights to receive the future consideration price from the buyer to whom the goods/services have been supplied.  The concept was originally developed in the mid 60s to the finance the West German exports to eastern block countries.  Subsequently with the increased volume of trade between the developed and developing countries, the exporters from the former were in search of some alternate mode of trade finances as the buyers of the latter countries required credit that could not be offered through the traditional means of fiancé.  Forfeiting provided a suitable channel for grant of more flexible credit to the exporters under such situation.

Forfeiting means a fixed rate deferred trade finance which involves the discount without recourse of exporter’s trade debts.  Such debts can be in any form but the most common are bills of exchange or promissory notes held by the exporter as evidence of his buyer’s future obligation.

Floating-rate bond:

A bond for which the interest rate is adjusted periodically according to a predetermined formula, usually linked to an index. 

Floor

The lower limit for the interest rate on a floating-rate bond. 

Forward Contract:

Purchase or sale of a specific quantity of a commodity, government security, foreign currency, or other financial instrument at the current or spot rate, with delivery and settlement at a specified future date. 
Foreign Currency

This means any currency other than Indian currency which means currency (Indian) expressed or drawn in Indian rupees but does not include special bank notes and special one rupee notes under Sec 28A of the Reserve Bank of  India Act, 1934.  Foreign currency is a component of foreign exchange.

Front Running

Practice whereby a securities or commodities trader takes a position to capitalize on advance knowledge of a large upcoming transaction expected to influence the market price. 

Fundamental Analysis: The examination of the underlying forces that affect the well being of the economy, industry groups and companies.

Futures Contract

An agreement to buy or sell a specific amount of a commodity or financial instrument at a particular price on a stipulated future date. 

GOING LONG; Purchasing an investment, usually a futures contract or stock. Long refers to buying, in contrast to short, which means to sell 

GOLDEN HANDSHAKE: An early retirement incentive program that provides the mem​ber with additional age and/or service credits.

Gold Standard:

System under which the international value of a currency is kept stable in terms of gold and in terms of other currencies based on gold by means of its free convertibility into gold. 

Growth Industries: Tend to show an above-average growth trend due to strong market-acceptance of their products.

Hard Currency:
When the demand for a foreign currency exceeds it supply, demand arising out of large import from and supply originating from comparatively short exports to, a country, the currency becomes scarce and this scarcity was reflected in the coining of the expression “hard”.

Home Currency:

Currency of a country, legal tender within its boundary, is called so.  Coins minted by its Government and Paper notes issued by its Central bank get his status

HEDGE FUND: Private investments, open to large customers and wealthy individuals, that uses borrowed funds to invest in the stock, bond, and foreign exchange markets. Hedge funds are exempt from regulation by the Securities and Exchange Commission (SEC) under federal securities laws. Hedge ratio The ratio of the value of; futures contracts to the value of the cask commodity whose value the trader is attempting to protect by using a hedge

Hedging:

Hedging means the protection of a foreign exchange exposure either by a forward exchange contract or by borrowing the local currency.  According to an alternative definition, hedging is taking a speculative risk in order to offset a bigger speculative risk in the opposite sense. (Dr Paul Einzig).  The exchange risk may be of a commercial(trade) or financial nature.  The purpose of hedging is to make the net position at a given date equal zero.

Hedging and covering are terms often used interchangeably.  Covering usually refers to trade transactions that produce a payable or a receivable in foreign exchange to be liquidated at a future date.

Hot Money:

Hot money or flight capital, is vast sum of international money transferred by the owner into another country for investment for speculative purposes
Income Statement: Show’s the company’s operating performance during the accounting period.

Industry Life Cycle: Related to the various stages that the products of an industry are in and how the products develop through a normal cycle.

Inflation Risk: Risk that future inflation will erode the purchasing power of cash flows from an investment.

Interest Rate Risk: Risk that interest rates will rise and negatively impact the price of bonds

Incoterms::

Standard conditions and rules governing trade terms have been established by the International Chamber of Commerce.  These standard terms are called “Incoterms”, the exporter is referred to the Guiding to Incoterms published by ICC Services. The exporter can use this publication to obtain a comprehensive understanding of Trade Terms.

Intellectual Assets

Such assets include patents, trade marks, trade names and copyrights and are identified with goods and services as originated by a specific producer.  No one else in a given jurisdiction can copy these intellectual assets without the express permission of the owner.

Interest Rate Forwards and Futures:

Interest rate forwards and futures are contractual agreements covering the purchase or sale on interest rate (e.g. 3 month Euro dollar, 6 month Swiss Francs, etc) or money/capital market paper (e.g. Treasury bills, Treasury bonds, gilts, etc) at a specified price and for a specified future settlement date.

In convertible currencies:

Currencies not transferable by non resident holders

“Indirect” Quotation:

Quotation of a fixed unit of the local currency in variable numbers of units of foreign currencies

Interest Arbitrage:

Operations to benefit by higher yield obtainable on the short term employment of liquid funds in a foreign currency with or without covering the exchange risk.

IMPAIRED CAPITAL: Capital that is worth less than its stated value in the company's capital stock account. Impaired capital occurs when an investment has declined in value and is now worth less than what it was recorded as being worth on the company's capital stock account on its balance sheet

Liquidity Risk: Relates to the ability to buy or sell an asset quickly and in large volume without substantially affecting the price of the asset. Liquidity risk therefore, subjects the investor to the risk that he is not able to buy or sell an asset within the shortest time frame because the asset may not be traded in substantial volumes for him to carry out the trade.

Management Buyout:

Purchase of all of a company's publicly held shares by the existing management, which takes the company private. 

Management Fee:

Charge against investor assets for managing the portfolio of an open- or closed-end fund as well as for such services as shareholder relations or administration. 

Mark to the Market:

Adjust the valuation of a security or portfolio to reflect current market values. 

Market Capitalization:

Value of a corporation as determined by the market price of its issued and outstanding common stock. It is calculated by multiplying the number of outstanding shares by the current market price. 

Market Risk: Risk that the performance of the general economy will influence the prices of assets.

Marketability:

A measure of the ease with which a security can be sold in the secondary market. 

Maturity:

The date when the principal amount of a security is payable. 

Maturity Date:

Date on which the principal amount of a note, bond, certificate of deposit, or other debt security becomes due and payable. 

Merger:

Combination of two or more companies, either through a pooling of interests, where the accounts are combined; a purchase, where the amount paid over and above the acquired company's book value is carried on the books of the purchaser as goodwill; or a con 

Minority Interest:

Interest of shareholders who, in the aggregate, own less than half the shares in a corporation. 

Monopoly:

Control of the production and distribution of a product or service by one firm or a group of firms acting in concert. 

Mortgage pass-through:

A security representing a direct interest in a pool of mortgage loans. The pass-through issuer or servicer collects payments on the loans in the pool and "passes through" the principal and interest to the security holders on a pro rata basis

 NAKED OPTION: An option contract whose underlying shares are not owned by the person writing the option. The writer of a naked option exposes him or herself to risk if the buyer              exercises the option contract and the writer doesn't own the shares 

NEGATIVE AMORTISATION: A repayment schedules in which the monthly payments are insufficient to fully amortize, or pay off, the loan.

OMITTED DIVIDEND: A dividend that was expected to be paid but was not declared by the board of directors and therefore went unpaid

Optimal Portfolio: An efficient portfolio that lies on the investor’s highest indifference curve.

Passive Investing: A strategy which involves investing in assets within a benchmark portfolio and assets with certain appropriate quality
Political Risk: Associated with uncertainties arising due to changes in the political scene in the country.

RED HERRING: A preliminary prospectus issued by a company that is planning a pub​lic securities offering. The term comes from the bright red letters that are printed on the cover and the fact that the SEC has not approved the prospectus

Realised Return: Actual return that is earned on an investment after selling the investment.

Reinvestment Rate Risk: Risk that falling interest rates will result in cash flows being invested in lower yield products.

Required Rate of Return: Minimum return stipulated by an investor to invest in a particular asset, taking into account the investor’s perceived risk profile of that asset.

SALVAGE VALUE: The value of an asset that is estimated to remain after the asset is fully depreciated. Salvage value is subtracted from the acquisition cost of the asset before depreciation is calculated.

Security Market Line (SML): Relates the expected return of an individual portfolio or security to its beta (B), therefore in relation to systematic risk.

Soft Currency
It is the currency of a country having persistent balance of payment deficits.  Speculative selling a currency in expectation of a change in its exchange rate might also result in a currency being called so.  Both these cause the currency to depreciate in its external value.  Such a currency is obviously not linked by Governments to be held as reserve currency

Sharpe Index: Uses the capital market line (CML) as the performance benchmark. Similar to the Treynor Index, it also measures the risk premium per unit of risk exposure. However, it differs from the Treynor Index in that the basis of risk is measured by the standard deviation of the portfolio, rather than its beta.

Systematic Risk: Associated with the non-diversifiable component of total risk.
Soft currency:

It is the currency of a country having persistent balance of payment deficits.  Speculative selling of a currency in expectation of a change in its exchange rate might also result in a currency being called so.  Both these cause the currency to depreciate in its external value.  Such a currency is obviously not liked by Governments to be held as reserve currency.

Total Return: Overall annual return on an investment, taking into account the capital appreciation or depreciation of the investment product, as well as the interest income or dividends received.

Technical Analysis: The examination of past market data such as prices and the volume of trading, which leads to an estimation of future price trends and, an investment decision. Technical analysts develop technical trading rules from observations of past price movements of the stock market and individual stocks.

TIME SERIES ANALYSIS: An examination of a firm s performance over a period of time.

Top-down: An approach to analysis that starts with the overall economy and then works its way down from industry groups to specific companies

Transferable currency:

Transferable currencies are not necessarily convertible through official channels, but are so at the discretion of the authorities of the countries concerned in individual cases(administrative convertibility).  These can be used for all or specified settlements according to a “transferability” agreement.  Currencies may have various degrees of convertibility or transferability.  When a country’s total or official exchange reserves are calculated, they can be categorized according to the degree of “convertibility”, “transferability” or “inconvertibility”.

Undervalued currency:

When a country continues having a persistent surplus balance of payments position, its currency is expected to reach the free market rate (depending upon supply of, and demand for,, that currency) or the equilibrium level (in the long-run), but if it is not so, i.e. if it is below either its free market level or the equilibrium level, it said to be undervalued.  Conversely, an over valued currency may develop as a result of balance of payment deficits.  An undervalued or overvalued currency refers to the difference with reference to a fixed par rate of exchange (not a float).

Unrealized Return: Return that is accrued but not yet physically received by the investor.

Unsystematic Risk: The portion of the total risk of a portfolio that can be diversified away. Relates to the specific characteristics that are unique to each investment and are not common to all types of asset classes.

DEPOSITS: AN OVERVIEW:

Minimum Balance Requirements for Savings Bank:
	 
Sl.
No.
	   
   Category of Branches
	 
Minimum  Balance Requirement

	
	
	Without Cheque book
	With cheque book

	 1.    
	Metro
	Rs. 500/-
	Rs. 1000/-

	 2. 
	Urban
	Rs. 500/-
	Rs. 1000/-

	 3.
	Semi-urban
	Rs. 100/-
	Rs.   500/-

	 4.          
	Rural
	Rs. 100/-
	Rs.   500/-

	 5.
	Specialized Savings Bank
	Rs. 500/-
	Rs. 1000/-


CANARA SARAL 

· Initial deposit: Rs.25/-

· CANSARAL can be opened (initial deposit) with Rs.10 in Rural/Semi-Urban branches and Branch-in-charge can even waive this minimum requirement.

· Can be maintained with even Zero balance.

· Maximum 6 withdrawals including ATM withdrawals – permitted free of cost.  Above this level,  charge Rs.5/- per withdrawal at the discretion of branch manager

· Minimum deposit in cash is Rs.10/-

· Minimum withdrawal through ATM Rs.100/-

· Balance in the account exceeds Rs.50,000/- or credits in a year exceeds Rs.1 lakh, (including other balances in RD/TD) – normal KYC .

· Gold loan upto Rs.20000/- can be given to Cansaral a/c holders.

· Overdrafts up to Rs.25,000/- against 'no-frills' accounts (i.e. CANSARAL A/c) in rural and semi urban areas
SB CANARA CHAMP

· Children upto the age of 12 years (i.e. till 11 years, 364 days) 

· Initial deposit can be any nominal amount with a minimum of Rs.100/- 

·  Minimum 2 credits in a half year, aggregating Rs.500 in Rural/Semi-Urban and Rs.1000 in Urban/Metro excluding interest have to be made.

· No penalty for non maintenance of minimum balance  

· Transfer of balance to KDR in excess of Rs.15000/- permitted and the proceeds of KDR to be credited only to Canchamp a/c.

· Free collection of cheques upto Rs.25,000/- gifted to child

· Nomination & ‘C-Net banking’ facilities available

SB GOLD 

· Scheme applicable only in CBS 

· Initial deposit Rs.50,000/- 

· Average monthly  balance Rs.50000/-.

· Existing SB account holders may be permitted to have an account under this scheme also, as the scheme, per se, is a different product.  
CANARA SUPER SAVINGS SALARY ACCOUNT" 
· To garner Savings Bank accounts of employees of mid cap, large corporates, IT, ITES (IT enabled service) companies etc. + certain value added facilities.  

· Employees of mid cap, large corporate, IT, ITES Companies etc. can open. 

· INITIAL DEPOSIT & MINIMUM BALANCE : Zero. 

· The initial credit could be by way of cheques / other instruments / credit of salary, etc.

· PROOF OF IDENTITY & ADDRESS: 
· As per the extant guidelines. Or a letter issued by the company's HR department confirming the signature and residential address of the employee can serve as proof.  
· Sweep-in sweep-out facility above Rs. 15000/-  the amount swept in into term deposit will receive interest as per period mandated by the customer
CURRENT ACCOUNT:

Minimum balance: 

	Category of Branches 
	Minimum Balance 

Requirements (in rupees)

	Metro 
	5000/-

	Urban 
	5000/-

	Semi - Urban 
	1000/-

	Rural 
	1000/-


CANARA PREMIUM CURRENT ACCOUNT:

· Scheme applicable only in CBS Branches

· Basically a Current Account.  Rules of business as applicable to CA will apply here.

· Initial deposit Rs.50000/- 

· Average monthly  balance Rs.50000-

· In case of non-maintenance of Average monthly Balance of Rs.50000/- during the month, non-maintenance charges of Rs.1000/- for the month shall be levied. Circle Head can waive on case to case basis.

FIXED DEPOSIT:

· Minimum deposit: Rs.1000/-  :  Maximum no ceiling

· Minimum Period:  7 days for deposits of Rs.5 lacs and above and 15 days for less than Rs.5 lacs deposits.  

· Maximum 120 months. (Can be accepted for odd periods also).

· Minor Deposits can be accepted for more than 10 years provided branches are convinced as to the necessity of such deposit and safeguarding the interests of minor.

· For getting Monthly Interest: 

· Min. deposit Rs.1000/- and min. period 1 year.  

· If deposit is Rs.10,000/- and above, less than 1 year period also monthly interest payable.

CANARA FLEXI DEPOSIT SCHEME:

· To cover middle and higher income individuals. 

· Not for minors & Not for trading and commercial purposes as it is basically a SB a/c.

· Only in IBBS/Bancs 2000 branches

· Combination of SB and FDR

· Min. Deposit Rs.15,000/-  (Min. balance 10,000/- + buffer Rs.5000/-) 

· Service charge to be levied if balance below 10,000/- on any day during the month

· Automatic transfer to FD in units of Rs.1000/- .

· Period of FD = 15days to 10 year according to customer’s choice.

ASHRAYA DEPOSIT SCHEME FOR SENIOR CITIZENS :

· Persons who completed age of 60 years and above

· Individually or jointly (Senior citizen should be no.1 here).

· NRIs not eligible.

· Minimum 15 days; Maximum – 10 years; Minimum amount Rs.1000/-

· Additional Interest of 1% above the applicable rate of interest for less than Rs.100 lacs and not applicable for deposits of deposits of 100 lacs & above.  (Cir 329/2008)

· NRO & RD and SB : No additional interest for senior citizens

CANARA TAX SAVER:

· Can be opened as FDR or KDR.

· Monthly discounted rate or quarterly interest in FDR-CANTAX SAVER can be paid.

· Quarterly compounded in KDR-CANTAX SAVER.

· Minimum Deposit Rs.100/- and multiples of Rs.100/- maximum Rs.1 lakh

· Individual account -  can be in the name of the individual or in the capacity of karta for HUF

· Joint accounts up to 2 persons only. (2 Adults jointly or one adult and one minor).

· Payable to Either of the holders or to the survivor.

· First named depositor will get the benefits under Section 80C of Income Tax Act, 1961

· Period:  5 years only. Cannot be closed before maturity.

· No loan facility. Can not be accepted as collateral security also.

· Nomination available.  In case of death, deposit can be closed before maturity and paid to nominee.
· No nomination shall be made in respect of deposit applied for and held by or on behalf of a minor.

· No preferential rates are given for senior citizens and employees.

· TDS provisions are applicable.  Customers can give FORM 15G / H for not deducting TDS.

KAMADHENU DEPOSITS:

· Minimum Rs.1000/-  No maximum ceiling

· Minimum period 5 months   Maximum 10 years.  

· Minor deposits and Court orders - more than 10 years also permitted.
RECURRING DEPOSITS

· Minimum Deposit Rs.50/- and in multiples of 50/-

· Minimum period 6 months and in multiples of 3 months thereafter.

· Maximum : 120months.
· As per IBA guidelines, every RD pass book should have the following conditions: 

1. Compound interest with quarterly rests is allowed. 

2. Total interest payable Rs…..

· The installments should be deposited on or before the last working day of the particular calendar month for which it is due.

· Penal charges : Rs.1.50 per Rs.100/- installment per month in case of RD for 5 years and less,   Rs.2/- per Rs.100/- installment per month for RD over 5 years.  

SPECIAL RECURRING DEPOSITS:

· This scheme is for institutions, corporate, Government undertakings for special purposes like amortization or sinking funds.  Individuals can also use the scheme.

· Minimum amount of installment: Rs.10,000/- and in multiples of 1000/-

· Minimum period 5 years and maximum 20 years in multiples of 3 months.

GOLD DEPOSIT SCHEME:

· Period:  3, 4, 5 years.

· Lock in period:  1 year

· Acceptance:  Bars, Coins, Jewelry.  Minimum 200 grams  no upper limit

· Maturity proceeds: Gold/Cash at option of depositor at opening a/c. Only Gold if no option is there

· Interest: 3 yrs-3%, 4 years-3.25%, 5 years-3.5% rupee equivalent of gold at half yearly intervals.

· Loan upto 70% of value, interest as applicable to customer type.

NNND:

· Deposit should in multiples of Rs.1.  

· Maximum amount per day per a/c on an monthly average should not exceed Rs.500/-

· Period: 12m, 39 m and 63 months

· Present rate of interest 1.5 (12m) and 2% (36, 63 months). 
NON RESIDENT DEPOSITS:

	Name of the scheme
	NRO
	NRE
	FCNR

	Who can open
	NRIs, NRIOs, Foreign

Nationals can open

Except – nationals of

Pakistan & Bangladesh
	NRI, NRIO (foreign born spouse jointly with NRI Spouse), Students going for studies abroad.
	NRI, NRIO & foreign-born spouse jointly with NRI/NRIO can open.

	Types of Accounts


	SB/CA/FDR/KDR/RD
	SB, CA, FDR, KDR

MIN Period – 1 yr

Max Period – 3 yrs 


	FDR / KDR

Min  Period – 1 yr

Max period – 3 yrs for AUD, CAD

5 Yrs – USD,GBP & EURO.

Min USD 500 or equivalent in other currencies

	Opening of Joint account 
	With Resident permitted, but funds belonging to resident should not be credited
	Joint accounts with resident is not permitted
	With Non Resident only

	Permissible credits 
	Inward remittance in free forex, transfer from NRE, FCNR, Legitimate dues in rupees in India receivable by the non resident a/c holder, sale proceeds of gold brought in by NRI.
	Inward remittance in free forex through approved channels.

Enhancement of TC/ FCN during personal visits.

Transfer from NRE / FCNR

Interest on Govt securities / dividend provided original investment has been made from NRE/ FCNR
	To be maintained only in foreign currency. For the purpose of accounting in our daybook  in rupees, a notional rate is used which is revised periodically.

	Permissible Currency 
	To be maintained in Indian rupees
	To be maintained in Indian rupees
	USD, GBP, EURO, AUD, CAD

	Rate of Interest
	As applicable to domestic deposits
	As per HO Cir to be announced every month. For NRE SB on quarterly basis
	As per HO Cir to be announced every month.

	Loan facilities 
	Available in Indian rupees.
	Permissible in Indian rupees. To be credited to NRO A/c

Upto 20 lacs only. 

Beyond 20 lacs – not permitted
	Permissible in Indian rupees and foreign currency

Upto 20 lacs only. Beyond 20 lacs – not permitted

	TDS 
	To be deducted 
	Not applicable
	Not Applicable

	Others
	A resident or a non-resident can be nominated as nominee.

TOD as per delegation of powers.
	Principal and interest earned freely repartiable. Resident or a non-resident can be a nominee. Maximum amount for TOD is Rs.50000/- to be cleared in 2 weeks. Else, to be reported to RBI.
	All the entries in FCNR account to be routed through FD.

Interest paid from the date of tendering the instruments like cheque, DD, TC, Currency notes of the account irrespective of the date of realization by bank.


	Name of the scheme
	RFC
	RFC - domestic

	Who can open
	Returning Indians, i.e. those Indians, who were non-residents earlier and are returning now for permanent stay, are permitted A person resident in India can open RFC out of foreign currency assets earned abroad and repatriated into India.
	Resident Indians eligible who have received Foreign exchange by way of gift, honorarium etc.

	Types of Accounts


	SB, CA, FDR, KDR


	Only as a non interest earning Current account only.

	Opening of Joint

account 
	Permitted only with other eligible resident.
	Permitted.

	Permissible credits 
	Out of FC / FCTC brought into India by a returning NRI.  Redesigning existing NRE / FCNR a/cs. Sales proceeds of assets held abroad and proceeds repatriated through banking channels.
	Out of FC / FCTC 

	Currency 
	USD, GBP & EURO
	USD, GBP & EURO

	Rate of Interest
	As per HO Cir to be announced every month
	No interest

	Loan facilities 
	Available in Indian rupees
	No loans

	TDS 
	Not Applicable
	Not applicable

	Others
	No cheque book facility for operative a/c. operation through letters.

Permissible Debits:

Local payments in Indian rupees Funds in RFC can be used for all permitted current account transactions and capital transactions without ceiling.
	Service charges as applicable to Current accounts to be collected.

Amount can be used for any legitimate purpose / outward remittance.


· Current Notional Rates w.e.f 19.9.2008: 

	USD 1 – Rs.45.00
	GBP 1 – Rs.80.00

	EUR 1 – Rs.64.00
	CAD 1 – Rs.42.00

	AUD 1 – Rs.36.00
	


NRO DEPOSITS:

· Permitted with residents jointly.  At least one joint account holder should be NRI

· TDS applicable for interest earned: Upto Rs.10.00 lacs – 30.90%.  Beyond Rs.10 lacs it is 33.99%.

· No ceiling for TOD but as per delegated powers (our bank Rs.5000/-)

· Foreign Tourists visiting India can open NRO for maximum 6 months period

· Period of deposit like domestic deposits 

FCNR (B):

· FCNR B Deposits  Fixed on monthly basis -  LIBOR/SWAP—0.75%

· Minimum amount USD 500

· If opened with FC of above  USD 10,000,  Requires MIPD permission

· If closed before 1 year , No interest (and Service charges @1.25% for those opened with FC only)
· If closed after 1 year, 1% penal cut on applicable interest.
RESIDENT FOREIGN CURRENCY  - SAVINGS BANK ACCOUNTS: 

· RFC Savings Bank accounts - Minimum of USD 100, GBP 100 or EUR 100. 

· The minimum amounts of deposit for being eligible for payment of interest in Savings Bank account are as follows:  USD: 1000, GBP: 1000 and EUR: 1000.  

· If the balance falls below the minimum amount mentioned above in any month, no interest should be paid for that particular month. 

· The minimum amount of interest payable per half year is USD 10 or its equivalent in other currencies.  

RFC - CURRENT ACCOUNTS:   

· No interest is payable on Current accounts.  Minimum amounts of deposit with which RFC Current accounts are to be opened are USD 100/GBP 100/EUR 100. 

· RFC - TERM DEPOSITS: 

· The minimum amount of deposit in case of Fixed / Kamadhenu Deposits for the various designated currencies viz., USD, GBP & EUR is 1000.  
· The RFC Fixed Deposits can be opened for a minimum period of one month and a maximum period of 3 years.  1 week to 1 month period also, but USD 2,50,000/- or its equivalent

RFC DOMESTIC ACCOUNT:

	· Persons  resident in India can open the account

	· Nature of account is Non Interest earning current account

	· Currency for opening the account  are USD,GBP,EURO

	· 1000 as initial Balance in all eligible currencies.  Subsequent credit can be for any amount.


ADVANCES: AN OVERVIEW:
Methods of Working Capital Assessment :
The Bank shall follow the following methods for assessment of Working Capital limits.

1. Turnover method

2. MPBF method

3. Cash Budget method

4. Line of credit

5. Assessment of WC for Construction companies.

1 Turnover Method:  
· Under this method, the limit shall be computed at 20% of the projected sales turnover accepted by the Bank.  Bank shall ensure maintenance of minimum margin of 5% on the projected annual sales turnover accepted by the Bank.   
· If the available NWC is more, the same shall be reckoned for assessing the extent of Bank finance and lower limit/s can be considered.
Applicability of Turnover Method:
	
	Working Capital Limits Upto
	Applicable To

	SMEs
	Rs.5 Cr (including Rs.5 Cr)
	Manufacturing sector and Services sector

	Non-SSI borrowers
	Rs.200 lacs  (Fund Based)
	Traders,  Merchants, Exporters, etc., who are not having a pre-determined manufacturing / trading cycle


 

2. MPBF System:  

· Under this method, the assessment of credit requirement of a party shall be made based on the total study of the borrower’s business operation vis-à-vis the production/processing cycle of the industry which shall represent a reasonable buildup of current assets for being supported by Bank finance.    
Applicability of MPBF Method: 

	Applicability Of Turnover Method:
	Working Capital Limits 

	In the case of SMEs
	over Rs.500 lacs but  upto Rs.25 crore

	Non-SSI borrowers
	over Rs.200 lacs but  upto Rs.25 crore


· For limits over Rs.25 crores, credit facilities may be assessed on the basis of MPBF system or cash budget system at the option of the borrower. 
· In respect of SSI borrowers seeking / enjoying fund based working capital limits upto Rs.500 lacs, the limits shall be assessed on the basis of Turnover Method or the MPBF system at the option of the borrower.   
3.  Cash Budget System:  

· Under this method, the Working Capital needs of the borrower are assessed on the basis of projected cash flow statements.   
· Applicability: 
· Borrowers seeking /enjoying credit facilities of over Rs.25 crore can be assessed on the basis of Cash Budget System or MPBF system at their option.   In the case of specific industries / seasonal activities such as software export, construction, tea and sugar, this method may be adopted.   

4.  Line of Credit:  

· Line of Credit may be provided to the parties rated as Low Risk (LR1, LR2 and LR3-Rated under RAM module only) which are falling under the sanctioning powers of ED, C&MD and MC only.  
· However, in exceptional cases, C&MD or ED in the absence of C&MD may relax the eligibility norms to cover other accounts also like Top rated corporates, PSUs and MNCs (which are unrated) based on the value of the account, desirability of connection etc.   
· The Line of Credit may be permitted only to meet short term requirements of the party and hence may be sanctioned for a maximum period of 1 year only.  
· The identified parties will have the freedom to avail the Line of Credit for any short term purposes to meet their temporary cash flow mismatches.  Branches while permitting the facility, based on the nature of credit shall obtain appropriate documentation.   

5.  Assessment of WC limits for Construction companies: 

· The fund based limits (not exceeding the peak level deficit in the cash flow statement) and the non-fund based limits sanctioned to a borrower, put together generally should not exceed 9 times the NOF of the company.  
· In respect of construction companies with good reputation, standing and track record, selectively, the 9 times NOF norms may be waived subject to classifying account under S1 or S2 and / or CRR upto LR3. 
· Evaluation of Liquidity & Current Ratio Norms
	Working Capital Limits Assessed Under
	Benchmark Current Ratio
	* The above benchmark current ratio is not applicable to industries / activities for which relaxations are provided by RBI. (Eg: Sugar Industry).

	MPBF and Cash Budget
	1.33 *
	

	Turnover method
	1.25 
	


· Validity Period of Sanction 

	 Sl.No.      
	Nature Of Limit
	Validity of Sanction

	 (i)
	Working Capital  
	3 months  (No Change)

	(ii)
	Term Loan 
	6 months 

	(iii)
	Short Term loans / Ad hoc limits
	30 days (No Change)


· PROVISION REQUIREMENTS ON STANDARD ASSETS:
	Details
	Provision



	 On Agriculture &  SME
	0.25%

	Residential Housing Loans upto Rs 20 lacs
	0.40%

	 Residential Housing loans beyond Rs 20    lacs
	1.00%

	Personal loans, Capital Market Exposure, Commercial Real Estate, Non Deposit taking Non AFC Systemically important NBFCs
	2.00%

	All Others
	0.40%


BASEL  II  GUIDELINES:
      Implementation Schedule :

Indian banks having branches abroad & Foreign banks having  

branches in India   -  31.03.2008 

All Other banks      -  31.03.2009

Basel II  Pillars :
I    Pillar         Minimum Capital Requirement

II   Pillar         Supervisory Review Process 

III  Pillar         Market Discipline

Basel Prescribed CAR  -   8%

RBI  Prescribed CAR    -   9%

Initial  Approaches for calculation of Risk Weights 

Credit Risk                Standardised Approach.

Market Risk              Modified Duration Approach.

Operational Risk       Basic Indicator Approach.

RISK MANAGEMENT IN BANKS:
Main Risks faced by banks are-  Credit,  Market & Operational risks.

Credit Risk

---          Default by the counter party.

Market Risk

---     
Risk on account of Market Volatility.

Operational Risk
--- 
Human Failures,  System Failures, etc.

Risk can be managed but cannot be eliminated.

Risk Management involves :

Identification,  Measurement, Monitoring & Control.

· ASSET LIABILITY MANAGEMENT (ALM)

ALM addresses 2 vital risks viz  Liquidity &  Interest Rate Risks.

To address these 2 risks, the entire Assets & Liabilities are grouped into maturity ladders known as time buckets with interest rate structure.

CAPITAL  ADEQUACY RATIO (CAR)
                        Tier I capital + Tier II capital

    CAR   =        ---------------------------------------     x  100

                        Risk Weighted Assets.       

    Tier I   Capital :

· Paid up capital (ordinary shares)

· Statutory Reserves

· Other Disclosed Free Reserves

· Innovative Perpetual Debt Instruments

· Perpetual Non Cumulative Preference shares

· Capital Reserves representing sale of assets

    Tier II Capital

· Undisclosed reserves
· Revaluation Reserves( 45% of the current book value)
· General Provisions (upto 1.25% of risk weighted assets)

· Hybrid debt Instruments

· Sub Ordinated debts. (50% of Tier I capital)

· Deferred Revenue Expenditure under VRS

· Investment Reserve account
Limitation Period-

	 Loan details
	Limitation period

	Demand loans
	3 years from date of loan.

	DPN
	3 years from the date of DPN.

	Temporary Overdraft 
	3 years from the date of loan.

	Term Loan
	3 years from the due date of each instalment.

	OCC
	3 years from the date of document.

	Bill discounting.
	3 years from the due date of the Bill.

	Bill Purchased
	3 years from the date of the Bill.

	Loans secured by mortgage
	12 years from the due date of each instalment.

	Recovery of loss on account of fraud.
	3 years from the date of fraud detection.

	Suit by State and Central Government.
	30 years from the period when the limitation begins.

	Right of foreclosure and Right of redemption in case of mortgages. 
	30 years when money becomes due.

	Appeal to High Court against lower Court. 
	90 days from the date of decree.

	Appeal to other Courts on the decree of lower Court.
	30 days from the date of decree.

	Execution of decree
	12 years from the date of decree.


GENERAL MATTERS:

Banker-customer relationship:
	Transaction
	Bank
	Customer

	Deposit in the Bank
	Debtor
	Creditor

	Loan from Bank
	Creditor
	Debtor

	Locker
	Lessor
	Lessee

	Safe Custody
	Bailee
	Bailor

	Purchase of draft
	Debtor
	Creditor

	Payee of draft
	Trustee
	Beneficiary

	Collection of cheque
	Agent
	Principal

	Pledge
	Pledgee
	Pledgor

	Mortgage
	Mortgagee
	Mortgagor

	Assignment
	Assignee
	Assignor


Reporting of Frauds-  

Rs  1 lac and above report to RBI within 3 weeks.

Rs  1 crore and above report to RBI within 1 week.

Fraud less than Rs 1 crore report to local police immediately.

Fraud of Rs 1 crore and above report to CBI.

Joint Stock Company: 

	Details
	Pvt. Ltd. Co.
	Public Ltd. Co.

	Minimum members
	2
	7

	Maximum members
	50
	No ceiling.

	Minimum Directors
	2
	3

	Maximum Directors
	No ceiling
	No ceiling.


Stamp Duty Rates:   

	Instrument
	Rate (Re)

	Receipt for money exceeding Rs 50000/
	1

	Letter of Credit
	1

	Transfer of Shares
	0.25

	Demand Bill of Exchange

Usance Bill of Exchange upto 90 days
	Nil.                           
Nil

	Cheque
	Nil.

	Demand Promissory Note

Upto Rs 250/                                     Above Rs 250/ upto Rs 1000/          Above Rs 1000/
	0.05

0.10

0.15


Lok Adalat:
They are civil courts and civil procedure code is applicable.

Amount – upto Rs 20 lacs. Above Rs 20 lacs – DRT Lok Adalat.

Eligible account- Doubtful and Loss assets.

Decision are consent decree and cannot be appealed against.

Repayment- Normally down payment, max- 1 to 3 years. 

DRT:
Debts of banks of Rs 10 lacs and above.

Jurisdiction- No other court has jurisdiction over such cases.

After claim is upheld, recovery certificate is issued. Recovery Officer has the powers to attach the securities.

Appeal- DRT orders may be appealed before DRAT within 45 days from the date of receipt after deposit of 75% of due amount. DRAT may reduce or waive this amount.

Fee- Rs 12000/.  For each additional Rs 1 lac, Rs 1000/ fee subject to a maximum of Rs 1.50 lac  to be paid.

Asset Reconstruction Companies (ARCs):
Take over of distressed assets from banks/FIs.

Recovery plan within 5 years.

To be set up  as a company. RBI registration is a must.

Networth- Min. Rs. 100 crores. 

CAR- Min 15%.

Business to be commenced within 6 months of registration with RBI. RBI may extend it by another 6 months. 

WHAT ARE DERIVATIVES?  

Removal of Exchange Control restrictions of countries on capital flows and adoption of floating exchange rate systems led to exchange rate volatility and interest rate volatility and  the parties involved in these transactions are exposed to risks. This gave rise to the need for managing these  key risks although elimination of the same was not possible. Banks responded to these situations by designing products for `risk management’.  These are popularly known as “Derivative products’.  

HOW VALUES ARE DERIVED:  Value of a derivative product is dependent on the value of the underlying like commodities, FOREIGN EXCHANGE , shares and bonds.

TYPES OF DERIVATIVES 

They come under two types 

1. Over the counter (OTC) (between a Bank and its client- mostly tailor made and  individualized )

2. Traded on the floor of an  authorized exchange-  ( Over 40 regulated/recognized exchanges worldwide)

OPTIONS:
Option is a contracts  to buy or  sell a specified quantum of foreign currency at a predetermined date at a determined exchange rate without any obligation thereof. 

TERMINOLOGIES USED IN OPTION CONTRACTS:

· Call option: The right to buy a specified amount of  one currency against another currency is known as call option. 

· Put option:- The right to sell specified amount of one currency against another currency is known as `put’ option. 

· Settlement date:: It is the date on which the settlement takes place which is two working days after the expiry date.

FUTURES:
A future contract is a firm obligation to give or take delivery of a commodity of specific quantity and quality at a specific date at an agreed price. 

Futures are traded in the floor of a futures exchange. 

The above definition applies to any futures contract - `commodity futures’ or `financial futures’. The main difference is that for many financial futures contracts instead of a physical delivery there is only a cash settlement on the delivery date. 

Difference between FORWARDS and OPTIONS are::

	
	FORWARD
	OPTIONS

	1. 
	Forward contracts once entered into  shall be binding on the parties   concerned. 
	Options confer rights for the buyer to buyer on sell but without any obligation. 

	2
	Forward contracts are available at premium/discount which is basically dependent on the interest rate differentials between the two currencies involved. 
	Premium charged by the writer of the option is for the services, risks involved and it is non-refundable. 

	3
	 By cancelling a forward contract normally a no loss no profit situation is reached.
	By exercising option to buy or sell, the loss is limited but the buyer stands to get profits unlimited. 


What is Arbitration?
An arbitration is the reference of disputes or differences between not less than 2 parties to a third party, other than a court, for determination.  Such reference is made with the consent of all the parties to the disputes.  It is an alternative to litigation through courts

1) What is Corporate Governance?
 
Corporate Governance is all about effective, efficient and transparent management of a company – which means balancing the requirements of shareholders, customers, employees, regulators and community. Corporate Governance is the basic input for building reputation. Reputation can take a century or more to be built but can be lost overnight.
In our own homeland, SEBI Committee report on Corporate Governance defines Corporate Governance as “the acceptance by management of the inalienable rights of shareholders as the true owners of the corporation and their own role as trustees on behalf of the shareholders. It is about commitment to values, about ethical business conduct and about making a distinction between personal & corporate funds in the management of a company”.  The definition has been derived from the Gandhian principles of trusteeship and the Directive Principles of the Indian Constitution. Corporate Governance is viewed as ethics and a moral duty.
What is Stress Testing and what are its significances?
 

Globally, banks are increasingly relying on statistical models to measure and manage the financial risks to which they are exposed. These models are gaining credibility because they provide a framework for identifying, analyzing, measuring, communicating and managing these risks. Since models cannot incorporate all possible risk outcomes and are generally not capable of capturing sudden and dramatic changes, banks supplement models with ‘stress tests’. 

One set of risk management techniques that has attracted a great deal of attention over the past several years, both among the practitioners and regulators, is “Stress Testing”.

 

· Stress testing evaluates the potential effects of a specific event and/or movement in a set of financial variables on an institution’s financial condition. The stress testing focuses on changes in risk factors corresponding to exceptional but plausible events. Stress testing exercises are an important tool to gauge the robustness of the financial system to large — but still plausible — shocks. In its broadest sense, a stress test is a ‘what if’ exercise, i.e. what might happen to the financial system or to individual firm’s financial condition if certain risk factors undergo exceptional changes. 
 
·  In conjunction with the Stress Testing to assess the vulnerability of the portfolio of individual institutions, Macro Stress Testing forms the main point of system-wide analysis. At the system level, stress tests are primarily designed to assess the vulnerability of a financial system to exceptional but plausible macroeconomic shocks.  

·  Macro Stress tests help policy makers to gauge the potential implications of different risks for the financial system as a whole, and for identifying those risks that may pose the greatest threat to systemic stability.
Techniques used for Stress Tests: Stress Tests in banks fall under two broad  categories viz. Sensitivity Tests and Scenario Tests.

CALCULATION OF CAPITAL CHARGE AND ARRIVING AT REGULATORY CAPITAL REQUIREMENT:

The Basel committee has given   several options for measuring the various risks and arriving at the Capital charge required for each of them. It has left the choice of the method to the local Supervisors of each nation. In India, the Reserve Bank has advised the Banks to adopt the following:

· Capital Charge on Credit Risk: Standardized method using risk weights for assets.

· Capital Charge on Market Risk: Standardized Duration Approach.

· Capital Charge on Operational Risk: Basic Indicator Approach.

RBI has stipulated at a minimum regulatory capital of 9% of the Risk weighted assets as against 8% stipulated by Basel accord. Therefore Regulatory Capital requirement is arrived by the following formula for Indian Banks:

                                 Eligible Total Capital Funds

CRAR = -------------------------------------------------------------------

          Credit Risk RWA + Market Risk RWA + Operational Risk RWA

Where:

CRAR: Capital to Risk weighted Asset Ratio.

Credit Risk RWA: Total Assets risk weighted as per RBI norms.

Market Risk RWA = Capital charge on Market Risk x 100/9.  

Operational Risk RWA = Capital charge on Operational Risk X 100/9

(Note: Basel norms stipulate only 8% Capital adequacy while as RBI stipulates 9%)

CHARGES REQUIRING REGISTRATION

The particulars of the following charges, if created by the company, are required to be filed with ROC:

a) A charge for the purpose of securing any issue of debentures;

b) A charge on the uncalled share capital of the company;

c) A charge on any immovable property, wherever situated, or any interest therein;

d) A charge on any book debts of the company;

e) A charge not being a pledge on any movable property of the company;

f) A floating charge on the undertaking or any property of the company including stock-in-trade;

g) A charge on calls made but not paid;

h) A charge on a ship or any share in a ship;

i) A charge on goodwill, on a patent or license under a patent, on a trade mark, or on a copy right, or a license under a copy right.

A pledge of movables, not required to be registered but search in the office of ROC is required to be made before creating the pledge that goods are not charged by way of hypothecation with any other creditor.

CHARGES NOT REQUIRING REGISTRATION  

Pledge, Lien (general and negative), Set-off and Appropriation do not require registration.

CONSEQUENCES OF NON-FILING OF THE CHARGE: 

In case a charge is not registered, the following consequences will follow:

a) Charge becomes void as against other creditors and the liquidator in case of winding-up, i.e., charge holder loses priority

b) The debt becomes immediately payable.

c) Officers of the company are liable to punishment.

d) When the charge becomes void due to non-registration, no right of lien can be claimed on the documents of title. 

INTEREST SUBVENTION FOR CROP LOANS
Existing Guidelines: Interest subvention available from GOI at 2% for short-term crop loans for amounts upto Rs.300,000. Subvention is available to the Banks on the condition that they make available short-term credit at the ground level at 7% p.a. 

The crop loan disbursed from the date of disbursement upto the date of repayment or upto the date beyond which the outstanding loan becomes overdue, whichever is earlier.

Revised Guidelines: The extent of Subvention is increased to 3% (from 2%) for the year 2008-09. All other terms and conditions remain unchanged.
FOREIGN TRAVEL - MODE OF PAYMENT IN RUPEES:

Existing Guidelines: Authorized Dealers may accept payment in cash up to Rs. 50,000 (Rupees Fifty Thousand only) against sale of foreign exchange for travel abroad (for private visit or for any other purpose). Wherever the sale exceeds the amount equivalent to Rs.50,000, the payment must be received only by:
a) Crossed cheque drawn on the applicant bank account or

b) Crossed cheque drawn on the bank account of the Firm / Company sponsoring the visit of the applicant  or

c) Banker’s cheque / Pay Order / Demand Draft.
Revised Guidelines: Authorized Dealers Category I & II and FFMCs may also accept the payments made by the traveler through debit cards / credit cards / prepaid cards provided: 

a) KYC / AML guidelines are complied with,

b) Sale is within limits (Credit / Prepaid cards) set by the bank, 

c) The purchaser of Foreign currency / Travelers' cheque and the Cardholder is the same person.

INTEREST ON OVERDUE RUPEE EXPORT BILLS:
New Guidelines:  In view of the difficulties faced by exporters on account of the weakening of external demand, RBI  has now advised that the prescribed interest rate as applicable to post-shipment rupee export credit (not exceeding BPLR minus 2.5 percentage points) may also be extended to overdue bills upto 180 days from the date of advance till further notice.

EXPOSURE TO CAPITAL MARKET 

RBI has extended  period allowed to banks to comply with the requirements of new RBI guidelines with respect to exposures to Mutual funds up to March 31, 2009. RBI had earlier advised that exposure to Mutual funds should be treated as a part of the Capital Market exposure of the Banks.

CREDIT DELIVERY TO MICRO & SMALL ENTERPRISES
RBI has taken several important measures to enhance Credit Delivery to the employment intensive Micro and Small Enterprises (MSE) sector to help them face the global downturn: 

IMPORTANT MEASURES

· Banks advised to consider restructuring the dues of SMEs if warranted / disburse loans against the sanctioned limits.

· As a one-time measure, the second restructuring of exposures (other than commercial real estate, capital market & personal / consumer loans) up to June 30, 2009, is now eligible for exceptional regulatory treatment.

· A Special Refinance Facility introduced under Section 17(3B) of the RBI Act, 1934, under which Scheduled Commercial Banks (excluding RRBs) are provided refinance from the Reserve Bank equivalent to upto 1 %  of each bank’s NDTL as on October 24, 2008 at the LAF repo rate upto a maximum period of 90 days.

· Banks were advised to contribute an aggregate amount of Rs. 2,000 Crore to the Micro, Small & Medium Enterprises (MSME) Refinance Fund with SIDBI in advance based on their projected shortfall in achievement of sub-target of 10% for lending to Weaker Section category as on the last reporting Friday of March 2009.

· RBI has provided a refinance limit of Rs.7000 Crore to SIDBI for incremental on lending to the sector directly and through banks, NBFCs and SFCs.

· SLBC conveners advised to organize special SLBC meetings & invite representatives of MSE sector. This would   facilitate exchange of views and arrive at concrete measures. RBI restructuring guidelines could be disseminated through these meetings.

MEASURES FOR THE MSME SECTOR:

· Banks will grant need based ad-hoc Working Capital Demand Loans up to 20% of the existing fund based limits to units having overall fund based credit facility up to Rs.10 crore. The loan will be repayable in one year with a provision of moratorium of six months during which only interest will have to be serviced.

· In the current stretched shipment and receivables situation resulting in elongated operating cycle of business affecting working capital requirement needs, banks will be pro-active and forthcoming in sanctioning adequate increase in working capital limits.

· Receivables up to 6 months will be reckoned for book debt financing. Relief by reduction of margin on Book-debts.

· Cash margins on letters of credit/guarantee will also be relaxed based on needs.

· Moratorium period will be extended in respect of loans availed by MSMEs where project implementation has been delayed in the current scenario.

· For units unable to repay term loan obligation on time, repayment will be rescheduled/re-phased on a case-to-case basis within the overall loan policy of the respective banks.

· Finance for purchase of Gensets will be made available on soft terms.

· Banks will take up a second restructuring of SME accounts on a case-to-case basis.

· Interest rates for borrowings by Micro Industries will stand reduced by 100 basis points for all existing and new loans with immediate effect.

· In respect of Small and Medium Enterprises where banks have fund-based exposures up to Rs.10 crore, interest rates will stand reduced by 50 basis points with immediate effect.

· The reduction in rate of interest will be with reference to the rates of interest prevailing on 30.11.2008.

· In addition to the above, each Public Sector Bank will also set up Regional MSME Care Centres to facilitate MSM Entrepreneurs for quick redressal of their grievances. 

The functioning of these Centers will be monitored directly by the Head Office and the list of these Centres will be posted on IBA portal and on the website of each public sector bank. These Care Centres would also be in close touch with the branches in their respective jurisdictions to ascertain the position on requests/presentations, in any form, as may be received from any MSME.
PRUDENTIAL GUIDELINES & RISK MANAGEMENT:
· New Capital Adequacy Framework: Prudential Guidelines on Capital Adequacy and Market Discipline – Implementation of the New Capital Adequacy Framework finalized for implementation. All Indian banks with overseas presence and foreign banks in India migrated to the new framework by 31-03-08 as scheduled. All other banks will do so by 31-03-2009 as stipulated by RBI norms. Guidelines on Pillar 2 or the Supervisory Review Process under the New Capital Adequacy Framework were issued.

· Provision on Standard assets: Standard asset provisioning was rationalized. Now there are only two slabs as follows; 
· Exposures to direct agriculture & SME-0.25% and 
· all other exposures - 0.40%.

· Risk Weights Reduced: in order to regenerate the demand for Bank borrowings, risk weights were reduced on certain sectors such as Commercial Real Estate to 100% from the earlier 125%. 

· Similarly all unrated claims, (long term or short term) regardless of the amount of claim, will attract a uniform risk weight of 100%. 

· Stress Testing: Banks advised to put in place appropriate Stress test policies / stress test framework for the various risk factors by Sept.  30, 2007.

· Gold & Silver Loans: The risk weight on loans up to Rs.1 lakh against gold & silver ornaments reduced to 50 % from 125%.

· Sale / Purchase of NPAs: In sale of NPAs at least 10% of the estimated cash flows should be realized in the first year & at least 5% in each half year thereafter, subject to full recovery within three years.

· Infrastructure Projects:  Revised for asset classification of infrastructure products  stipulate  that in case of  projects  financed  after May 28, 2002, the date of completion of the project should be clearly spelt out at the time of financial closure of the project and if the date of commencement of commercial production extended  beyond a period of two years (as against the earlier norm of one year) after the date of completion of the  project, as originally envisaged, the account should be treated as sub-standard.

· Risk weight for Housing Loans: Banks were advised that there was change in risk weight for ‘claims secured by residential property’. For loans with LTV ratio less than or equal to 75%, the risk weight was reduced to 50% if the sanctioned loan amount was up to Rs.30 lakh and 75% if the amount exceeded Rs.30 lakh. The risk weight was retained at 100% for loans with LTV ratio more than 75%.

· Overdue in Derivative Transactions: RBI issued guidelines for asset classification status of overdue payments in respect of derivative transactions and re-structuring of derivative contracts. The principle of borrower-wise asset classification to treat all other funded facilities granted to a client as NPA would apply only to the overdue arising from forward contracts and plain vanilla swaps and options.

· Off-Balance Sheet Items: Final guidelines on prudential norms for off-balance sheet exposure of banks were issued to all SCBs.

· New ALM Guidelines: (a) Banks were advised to adopt a more granular approach to measurement of liquidity risk by splitting the first time bucket (1-14 days at present) in the Statement of Structural Liquidity into three time buckets, viz., next day, 2-7 days and 8-14 days; (b) The net cumulative negative mismatches in these buckets should not exceed 5%, 10%, 15% and 20% of the cumulative cash outflows in the respective time buckets. (c) Frequency of supervisory reporting of the structural liquidity position is fortnightly, with effect from April 1, 2008.

FOREIGN EXCHANGE MANAGEMENT:

· Exporters: All Exporters / Importers need to maintain only one core-banking enabled Bank a/c at national level for transactions with any of the stakeholders for trade throughout India from April 1, 2008.

· Realization of Exports: The period of realization and repatriation to India of the amount representing the full export value of goods or software increased to 12 months (earlier 6 months) to normal exporters also. The norms for other categories continue to be the same as before.

· Export Finance: The period for Pre-shipment Rupee credit for concessional rate of interest (BPLR minus 2.5%) enhanced from 180 days to 270 days and  Post-shipment rupee export credit  to 180 days (earlier 90 days) 

· Export Credit Refinance from RBI: ECR facility limit increased to 50% (earlier 15%) of the outstanding export credit eligible for refinance at the prevailing repo rate under the LAF (currently 6.5%).

· Interest on Overdue Rupee Export Bills: The prescribed interest rate as applicable to post-shipment rupee export credit (not exceeding BPLR minus 2.5 % points) may  be extended to overdue bills up to 180 days from the date of advance till further notice (earlier up to due date only).

· Interest on EEFC withdrawn: The temporary measure under which all exporters were permitted interest on EEFC a/cs on balances of US$ 1 million per exporter was withdrawn from November 1, 2008. 

· Export Finance in Foreign Currency: The ceiling interest rate on export credit in foreign currency raised by 25 basis points to LIBOR plus 100 basis points from LIBOR plus 75 basis points.

· Interest Subvention Reintroduced: GOI has reintroduced Interest subvention of 2% w.e.f. December 1, 2008 until March 31, 2009 on Rupee export credit. Employment oriented export sectors such as (1) Textiles (including Handloom), (2) Carpets, (3) Gems and Jewelry, (4) Handicrafts, (5) Leather, (6) Marine Products and all (7) Small & Medium Enterprises (SME as defined by RBI) are eligible.
· Extension of Time: Authorized dealers (ADs) permitted to grant extension of time to realize export proceeds without any monetary limits (Earlier USD One million) beyond the period of six months upon application by the exporters on form ETX for six months at a time.

· Insurance Claims : AD Category - I banks were permitted to write off, in addition to the claims settled by ECGC, the o/s  export bills settled by other IRDA regulated insurance companies. Such write-off will not be restricted to the existing limit of 10% of export dues.

· FCNR Proceeds: Banks can permit remittance of the maturity proceeds of FCNR (B) deposits to third parties abroad, if authorized by the A/C holder and satisfied about the bona fides of the transaction.

· Credits to NRE Accounts: DD/BC/Account payee cheques issued by AMCs and supported by encashment certificates can now be credited to NRE accounts. Earlier, Account payee cheques were not included. 

· Power of Attorney: The facility of operation of NRO account by Power of Attorney in favour of a resident allowed subject to conditions.

· LRS Enhanced: The limit  under the Liberalized Remittance Scheme for Resident Individuals enhanced  to USD 200,000 per financial year for any permitted current or capital account transactions or a combination of both. 

· Unspent Forex Surrendering: Resident individuals are required to surrender received / realized / unspent / unused foreign exchange within a period of 180 days from the date of   receipt / realization / purchase / acquisition/date of return of the traveler, as the case may be.

· AML Guidelines: (a) Requests for payment in cash by foreign visitors / NRIs can be acceeded up to US$ 3000 or its equivalent (earlier limit was US$ 2000). (b) PAN card may be accepted as a suitable document for establishing the relationship with the company / firm.

· Foreign travel - Mode of payment in Rupees: Credit / Debit / prepaid cards also can be accepted now against sale of foreign exchange for travel abroad (for private visit or for any other purpose) where the sale exceeds Rs.50,000, subject to KYC and other conditions (earlier only crossed cheques / DD / BC were permitted).
· Forward Contracts: Residents permitted to book forward contracts, without production of underlying documents, up to a limit of US$ 100,000, based on self-declaration upto tenors of one year. Importers permitted to book forward contracts for their customs duty component of imports.

· Small and Medium Enterprises: SMEs, having direct and / or indirect exposures to foreign exchange risk are now allowed to book / cancel / rebook / roll over forward contracts without production of underlying documents, subject to conditions.

· ECB Policy Further Modified: (a) ECB more than US$ 50 million only (USD 100 million for Infrastructure companies) per Borrower Company per financial year is permitted for rupee expenditure for permissible end-uses of ECB. (b) The limit for prepayment of ECB enhanced   to US$ 500 million. (c) Entities in the service sector, viz. hotels, hospitals and software companies now permitted to avail ECBs up to US$ 100 million per financial year, for the purpose of import of capital goods under the approval route. (d) Utilization of ECB proceeds is not permissible in real estate, without any exemption (including townships) (e) All-in-Cost for ECBs enhanced across board in line with rising interest quotes abroad. 

· Import Management: Limit for direct receipt of import bills / documents enhanced from US$ 1, 00,000 to US$ 3,00,000 to all eligible imports.
· FCEB Scheme: Issue of Foreign Currency Exchangeable Bonds (FCEB) Scheme, 2008, (Issue by Indian companies) was notified by the Government of India, Ministry of Finance.

· Trade Credits: The all-in-cost ceiling for trade credits with maturity up to one year and between one and three years has been revised to 200 basis points above 6-month LIBOR.

· Bank Borrowings Abroad: Banks can now , borrow funds from abroad  /  avail overdrafts in Nostro accounts up to a limit of 50% (earlier 25%) of  unimpaired Tier I capital as at the close of the previous quarter or US$ 10 million (or its equivalent), whichever is higher. This excludes borrowings for financing of export credit in foreign Currency and capital
LIQUIDITY ADJUSTMENT FACILITY:

Liquidity Adjustment Facility (LAF) was first introduced in 2000. Under the LAF, the Reserve Bank sets its policy rates, i.e., Repo and Reverse Repo rates and carries out Repo (lending to Banks) / Reverse Repo (borrowing from Banks) operations, thereby providing a corridor for overnight money market rates. Though there is no formal targeting of a point overnight interest rate by RBI, LAF has helped to stabilize overnight call rates within a specified corridor, i.e., the difference between the fixed repo and reverse repo rates (150 basis points as of November 2008). The width of the corridor has varied from 100 to 300 basis points since the introduction of uniform price auction from March 2004. Currently the reverse repo rate is 6 %. There is no change in this rate. RBI has however cut the Repo rates, by 150 basis points from 9% to 7.5% in response to the global and domestic macroeconomic and monetary conditions. This means Banks can borrow from RBI at 7.5% now. 

SPECIAL LIQUIDITY ADJUSTMENT FACILITY:

Reserve Bank has introduced a special refinance facility under Section 17(3B) of the RBI, 1934 under which all scheduled commercial banks (excluding RRBs) are provided refinance from RBI equivalent to up to 1% of each bank's NDTL as on October 24, 2008 at the LAF repo rate up to a maximum period of 90 days. During this period, refinance can be flexibly drawn and repaid. This facility can be rolled over and is extended up to June 30, 2009.

CURRENCY FUTURES TERMINOLOGY:

· ASK RATE: The rate at which a financial instrument is offered for sale (as in bid/ask spread). 

· BID RATE: The rate at which a trader is willing to buy a currency. 

· BID / ASK SPREAD: Difference between the bid and offer price, it indicates market liquidity. 

· BUCK: Slang for a million. 

· CHARTIST: An individual who uses charts and graphs and interprets historical data to find trends and predict future movements. Also referred to as Technical Trader. 

· DAY TRADING: Refers to positions which are opened and closed on the same trading day. 

· FLAT / SQUARE: Dealer jargon used to describe a position that has been completely reversed, e.g. you bought $1,000,000 then sold $1,000,000 thereby creating a neutral (flat) position. 

· GOOD TILL CANCELLED ORDER (GTC): An order to buy or sell at a specified price that remains open until the client cancels. 

· LIMIT ORDER: An order with restrictions on the maximum price to be paid or the min. price to be received. 

· LONG POSITION: A position that appreciates in value if market prices increase. 

· MARGIN: The required equity that an investor must deposit to collateralize a position. 

· MARGIN CALL: A request from a broker or dealer for additional funds or other collateral to guarantee performance on a position that has moved against the customer. 

· MARKET-IF-TOUCHED ORDER (MIT): An order that becomes a market order when a particular price is reached. A sell MIT is placed above the market; a buy MIT is placed below the market. 

· MARKET-ON-CLOSE ORDER (MOC): An order to buy or sell at the end of the trading session at a price within the closing range of prices. 

· MARK-TO-MARKET: Re-evaluating all open positions using current market prices. The new values determine margin requirements. 

· ONE CANCELS THE OTHER ORDER (OCO): A designation for two orders whereby one part of the two orders is executed the other is automatically cancelled. 

· OPEN POSITION: A deal not yet reversed or settled with a physical payment. 

· PIPS: Digits added to or subtracted from the fourth decimal place, i.e. 0.0002. Also called Points. 

· RESISTANCE: A term used in technical analysis indicating a price level at which people will sell the share. 

· ROLL-OVER: Process whereby the settlement of a deal is rolled forward to another value date. The cost of this process is based on the interest rate differential of the two currencies. 

· SHORT POSITION: An investment position that benefits from a decline in market price. 

CREDIT CARDS:

· Canara Global Credit cards are globally acceptable. 

· Domestic and International transactions can be done with one card. 

· For transactions in other currencies, a mark up fee of 3% will be loaded on the Visa determined exchange rate, to cover exchange rate fluctuations.

· Following Global cards in place of existing cards

1. Canara Visa Classic card/ Canara MasterCard Standard  – Individual

2. Canara Gold Card (Visa)  – Individual

3. Canara corporate card (Visa)          

CANARA CLASSIC / STANDARD  CARD :(individuals) 

Min. Income limit Rs.60,000 p.a.
CANARA GOLD CARD (Individuals) :
Min. Income limit Rs.2,00,000 p.a.

GENERAL BANKING QUESTIONS:
1. LAF – Liquidity Adjustment Facility of RBI is used to :  Influence short term interest rates ; 

       Contain Volatility in Forex market.

2. MSS – Market Stabilisation Scheme is meant for :  Absorbing Liquidity from the market.

3. Govt in consultation with RBI, has revised the ceiling for the outstanding under the MSS to Rs. 2,50,000 crore.

4. In the new UCPDC, ……. Has been added under the Force Majeure clause (Article 36)  :  Acts of Terrorsim.

5. As per the RBI directives, banks are to lend to farmers for their short term requirements at 7% and to claim subvention at 2% from RBI (for loans upto Rs. 3 lacs).  What is the 


periodicity of claiming of interst subsidy ?    :  Quarterly.

6. CPPAPS – Committee on Procedures and Performance Audit on Public Services is headed by  :  S S Tarapore.

7. Starting point of Limitation in case of Fraud ? :  3 years from the date fraud is detected.

8. RBI has adopted STAR series numbering system for :  Replacement of defectively printed banknotes.

9. Forward Exchange Contract is an agreement where :  Foreign Exchange is delivered at predetermined future date at contracted rate.

10. In Foreign Exchange, the ‘Overnight’ position refers to :   Closing position at the end of the day, which is left after squaring off, to avoid exchange fluctuation risk.

11. Simultaneous Sale or Purchase of a share to take benefit of the price variation in two different markets is called : Arbitrage.

12. Sterilisation Process is used by RBI to :  Contain volatility in the Forex market.

13. In case of FDR, the Right of Set Off can be exercised by a Bank :  Only on maturity.

14. The Bank received Garnishee order on SB of Mr Khan at 10 AM who deposits Rs. 5000/- at 2 pm i.e. subsequent to receipt of the order.

15. RBI has issued directives for Door Step Banking by Banks under :  Banking Regulation Act.

16. A LC for USD 1,00,000 is silent about the currency in which the insurance is to be obtained..  In which of the following it will be obtained  ?  US Dollar.

17. Guardian of a minor has been appointed by competent court, what will be age of minor to attain majority ?   18 years

18. A depositor is having number of FDRs and there are number of TDS deductions during the year and with the consent of a customer, a consolidated certificate in Form 16A is to be issued within : Within 1 month from the close of Financial Year.

19. Which Private Sector Bank has maximum FDI ?   ING Vysya Bank

20. No Tax will be levied on a lady who has completed 65 years upto :  Rs. 2,25,000/-
21. LFAR – Long Form Audit Report is signed by   :   Statutory Auditors.
22. Loans for construction of Godowns / Warehouses for storing of Agri Produce are to be treated as :   Indirect Agri loans located in any area/

23. Garnishee Order is not applicable to :   Cash / Cheques deposited after receipt of Gar order.

24. Encryption refers to  :  Scrambling the data for security.

25. Hypothecation is defined in  :  SARFEASI Act.

26. Defect in documents leads to  :   Operational Risk.

27. For the amount lying in Interest Suspense Account of NPA, Provision requirement is :  NIL

28. Nominee’s status is :   Acting as Trustee of legal heirs.

29. CDRM mechanism is applicable to the loan accounts of whom under which arrangement for the loans above Rs. 10 crores :    Consortium, multiple lending, Syndication loans sanctioned to Corporates.

30. Upto what amount in a year is allowed to repatriate from a NRO account if the proceeds are from the sale of residential property ?       1 Million USD.

31. Sachaar Committee relates to :   Minorities

32. Percy Mistry Committee refers to :  Making Mumbai an International Financial Centre

33. Number of Rural Districts in India  :  596

34. Subsidy in case of SGSY / SJSRY is to be kept under :  Subsidy Reserve Fund

35. The word ‘Banking’ is defined in :  Banking Regulation Act

36. What is Topology ?  The plan in which various devices are interconnected.

37. Urban Co-operative Banks are controlled by :  State Governments & Reserve Bank
38. Leasing, Hire Purchase & Bill Discounting are the main functional domains of :  NBFCs

39. Objectives of SLR :  Restrict expansion of Credit ; Ensure Banks remain solvent ; Increase in volumes in Government securities.

40. Central Board of RBI consists of :  One Governor, Maxi 4 Dy Governors, 14 Directors.

41. In Call Money Markets, only  Banks are allowed to trade.

42. As per new RBI guidelines, in a Consortium or Multiple Bank system, Banks should exchange information about the conduct of the borrowers’ accounts with other banks in the format given in RBI circular atleast at  :   Quarterly intervals.

43. Banks in India are permitted to take positions in IRFs (Interest Rate Futures) for :  Trading & Hedging.

44. RBI has issued guidelines on Mobile Banking recently under :  Sec 18 of Payment & Settlement Systems Act 2007.

45. As per RBI instructions, who can offer Mobile Banking Services :  Banks which are licensed and supervised.

46. As per RBI guidelines, Mobile Banking services are restricted to :  Customers, Holders of Credit Cards and Holders of Debit Cards.

47. As per RBI guidelines, services under Mobile Banking :  INR based & domestic services ;

48. As per RBI guidelines, Banks implemented CBS alone can do Mobile Banking

49. As per RBI guidelines, Limits of funds transfer in Mobile Banking :  Rs.5000/- per customer for funds transfer and Rs. 10,000/- per customer for transactions involving purchase of goods and services.

50. As per RBI guidelines, facilities to be offered at POS with Smart Cards / Debit Cards without any prior authorization of RBI u/s 23 of Banking Regulation Act 1949  :  Cash Withdrawals & Reward Points.

51. 7 Banks were involved in IPO scam recently and action was taken by RBI under which act ? Banking Regulation Act.

52. TDS Return 26Q for June Quarter is to be submitted by   :   15th July.

53. Concurrent Audit system was introduced as per   :   Ghosh Committee

54. As per RBI guidelines, in case of unreconciled IBAR entries for > 6 months, provision to be maintained is : 100%

55. Financial Inclusion :   Dr C Rangarajan Committee

56. Statutory Audit of Banks is stipulated in :  Banking Regulation Act 1949.

57. Gilt Edged Security Market is for :  Marketing for Government securities

58. CRR to be maintained :  Net Demand and Time liabilities

59. CRR :  No Minimum.

60. Right of Appropriation is dealt in   :  Indian Contract Act

61. Matured, but not paid, term deposits are treated as   ; Demand Liability
62. Age of Minor is defined under  :  Sec 3 of Indian Majority Act

63. Ombudsman Scheme is framed under which Act ?    Section 35A of Banking Regulation Act

64. Monetary Ceiling of cases dealt in LokAdalat is raised from 10 lakhs to  :   Rs. 20 lakhs

65. Loan Delivery System for Bank Credit is applicable for Limits / total exposure :  (Rs. 10 crore and above in total banking system).

66. COPRA :  National Commission can deal with cases of compensation : Above Rs.100 lacs

67. Current Account Means  :  Export minus Import Plus Net of Invisible Trade

68. As per Basel II guidelines, which approach is applied for Operational Risk :  Basic Indicator Approach.

69. SGSY Scheme : Maxi Subsidy & Amount ceiling :   50%   ;  Rs. 1.25 lakhs.

70. KYC Principles are issued by RBI under   :  Sec 35A of BR Act

71. Introduction helps the Banks to avail statutory protection u/s   131of NI Act

72. Maxi amount of loan that can be sanctioned uner Micro Credit :  Rs. 50,000/-

73. Maxi amount of HL to be classified under Priority : Rs. 20 lakhs

74. Loans under GCCS to be classified to the extent of 100% under indirect agricultural adv

75. Maxi %age & Amt of cover available under CGMSE  :  75% Rs.37.50 lacs ; 80% Rs.40 lacs

76. Maxi amount under Debt Swapping Scheme :  Rs. 50,000/-

77. Maxi amount under EL-DRI :  No limit

78. Min Number of DIR loans to be disbursed by each Bank Branch in a year :  10

79. Maxi period for settlement of dues to Micro & Small Enterprise under MSMED Act:45 days

80. New scheme under which Post harvest expenses is covered for farmers : KissanTatkal

81. Scheme for Tenant farmers incl.sharecropppers/oral lessees : Krishi Mitra

82. Maxi Loan under Doctors’ Choice : Rs. 10 lacs (sublimit for WC : Rs.2 lacs)

83. Margin & Addl ROI charged for 2nd house  :  25% margin ; 0.25% above Card Rate

84. Under KYC, the periodicity of updation of photograph & identity from the date of opening the a/c in LR, MR, HR are :  5years – Lr ;  2 yrs in MR/HR

85. Categorisation of customers according to Risk to be done :  twice a year 15th May, 15th Nov

86. Models available for CRR : Portfolio, Small Value, Manual, RAM
87. Under KYC, risks to banks are :COLR;Concentration Risk,Operational, Legal,Reputational

88. Rating Sheet –Form No   : NF966

89. Min marks to be secured for Retail Lending :  70%

90. Min Marks to be secured for Retail lending for Interest Concessions : 80%

91. Maximum cover available under Uni Home Care Policy : Rs. 50 lakhs

92. Maxi amt of remittance on individual transaction under WUMT in a year :  USD 2500

93. Maxi No of transactions permitted in a year : 12

94. Funds Transfer in IMB :  Rs. 1 lakh to own a/cs per day per transaction : Rs.50000/- to third party a/cs

95. Time frame adopted by our Bank for resolving Customer grievances for a) Genral Complaints  b) forwarded by RBI/MOF/MP/VIPs  c) PMO :    21days, 15 days, 7 days

96. Review of Inoperative a/s to be conducted once in :  once in a year

97. Plastic Money refers to :  Credit Card

98. Commission on Govt business other than pension :  9 paise per Rs. 100 turnover

99. Validity of 6 month of cheque is defined under :   Sec 138 of NI Act

100. Validity period for KCCS :  3 years ; subject to Annual Review

101. Validity period of KSS      :   5 years subject to Annual Review

102. Validity period of Gold Card for Exporters : 3 years

103. Validity period for ATM cum Debit Card :  10 years

104. Penalty for mutilated / deliberately mutilated cut notes :  Rs. 5000/- for each piece

105. Share holding pattern of Canara HSBC Oriental Co  :  51%, 26% ; 23%

106. Repo Rate :  Rate at which RBI lends to Banks to improve liquidity.  
107. Reverse Repo : Rate offered by RBI to Banks for placing excess liquidity. 

108. Basis Point means :  one hundredth of one percentage point  (i.e. 0.01%)
109. PAN no :  10 digits ; 5 alpha ;  4 numerics ; 1 alpha  (totally 6 alpha)
110. Modelling in IMB means :  “What If Analysis” for availing loan / investing in deposits

111. Saraf Committee  :    ECS, EFT, Cheque Truncation

112. C S Murthy Committee :  Revised Priority Sector Definition.
113. As per RBI guidelines, under RKBY, risk not covered is  :  War and Nuclear

114. Customer Service Code mentioned in :  BCSBI – Banking Codes and Standards Board of India

115. OMO – Opern Market Operations of RBI refer to : Sale & Purchase of Govt security by RBI.

116. IRR in Risk Management refers to :  Interest Rate Risk.

117. Take out Financing in India refers to :  Infrastructure financing.

118. What are all the a/cs that can be opened in EEFC ?  : Only Current Account

119. What is the Min period for which RFC FD can be opened ?  Min 1 week also provided it is           USD 2,50,000 or equivalent.

120. What is DTAA ?  Double Taxation Avoidance Agreement.

121. What is Phising ? : Creation of email messages and web pages that are replicas of existing           sites to fool users into submitting personal, financial or password data to the fraudsters

122. Skimming ? : Illegal act of capturing card number using skimmers mounted on a device

123. Narrow Banking refers to :   A system where weak banks park their deposits with strong  

        banks or invest in Govt securities and avoid risk exposure.

125. What is the difference in Tax Saver FDR when compared to General FDR ? No premature 

        closure is allowed in Tax Saver FDR.

126. What is meant by Basel ?   It is the name of place in Switzerland.

127. What is Risk Management ?   It is a planned method of dealing with the potential loss or 

        damage.  It is   an ongoing process of risk appraisal through various methods and tools.

128. What is BIS  ?  Bank for International Settlements.  It is an organization which fosters 

        international   monetary and financial co-operation and serves as a Bank for Central Banks.


It is established in 1930,  it is world’s oldest International Financial Organisation.  

        Its head office is in Basel-Switzerland.

129. What is BCBS ?  Basel Committee on Banking Supervision established by BIS.

130. What are G10 countries ?  Originally it had 11 countries.  Now it is 13.  Belgium,  Canada, 

        France,  Germany, Italy, Japan, Luxembrug, Netherlands, Span, Sweden, Switzerland, UK  

         & USA.

131. What is Basel Accord ?   Refers tp the banking supervision accords namely Basel I, Basel II 

         issued by   BCBS.

132. What are the contents of Basel I ?   It described the strength of the Bank measured by the Capital  employed.

133. What is CRAR ?   Capital to Risk Weighted Assets Ratio.   

        CRAR =                                     Capital

                              -----------------------------------------------------------------  x100

                              RWA (Credit risk+Market Rsk+ Operational Risk

134. What constitutes Tier I Capital  ?   Paid up capital, Statutory Reserves, Other disclosed 

        Free Reserves,  Capital Reserves representing surplus arising out of sale proceeds of assets, 

        Innovative Perpetual Debt  Instruments.

135. What constitutes Tier II Capital ?  Revaluation Reserves, General Provision & Loss 

        Reserves,  Subordinated Debts, Hybrid Debt Capital Instruments.

136.  What is Core Capital ?   Tier I Capital is called as Core Capital.

137.  When IT ACT came into force ?  1-6-2000.

138.  How many Sections and Chapters are available in IT Act ?  94 Sec, 13 Chapters.

139.  Who are the Adjudicating Officers under IT Act ?  Secretaries (IT) & UT

140.  Who shall be Secretaries (IT) ?   IAS Officers

141.  Which Chpater of IT Act deals with Offences ?   Chapter 11

142.  What is the punishment for tampering of data under IT Act ?   

         Rs. 2 lakhs or 3 years imprisonment or with both.   Sec 65.

143.Which Section under IT Act deals with punishment for Hacking ?  Sec 66

144. What is the punishment u/s 66 for Hacking ?  Rs. 2 lakhs or 3 years or with both.

145. Which Sec. under IT Act deals with punishment for publishing of obscene items ? Sec 67

146.  What is the punishment available ?  Rs. 2 lakhs or 10 years or both

147. Which is the Section under IT Act for illegal access to the Protected items ?  Sec 70

148. What is the punishment under sec 70.   10 years imprisonment and fine.

149. A bill of exchange drawn without consideration is called :  Accommodation Bill.

150.  Dishonour of Bill of exchange is noted by  :  Notary Public.

151.  Nomination in deposit accounts is dealt with   :  Sec 45ZA of BR Act.

153.
Banks can not issue drafts payable to bearer as per  :  Sec 31 of RBI Act.

154. Customer is defined  :  Not in any Act  but in KYC guidelines.

155.
Bridge loan can be sanctioned for a maximum period of  :  12 months.

156. 
CRR is defined under which Act ?  RBI Act.

157. 
SB ROI is decided by   :  RBI

158. 
Who decide notified town in cae of deposit of title deeds for creating EMT – State Govt

159. 
Who can stop payment of DD  : Nobody

160.
In which case, nomination of 2 persons allowed :  Locker which is operated jointly.

161.
In which the mortgage, possession is transferred to mortgagee ?  :  Usufructuary Mortgage

162.
As per  Se 22 of NI Act, days of grace are allowed in case of :  Usance Bills

163. NABARD’s Vikas Volunteer Vahini  is reintroduced as  : Farmers Club.

164. 
Who is the Chairman of SEBI ?  R P Dave

165. 
What is a mismatched note ?  In which 2 pieces of different notes are pasted together to complete a note.

166.
Net Block means :  Fixed Assets minus depreciation.

167.
DICGC provides insurance cover for deposits upto : Rs. 1 lakh per bank per a/c holder

168.
In a private sector bank, maximum FDI can be :  74% of paid up capital of the bank.

169.
Compliance Risk means : Risk of failure of compliance with key regulations governing bank’s  regulations.

170.
Minimum bid size for Repo and Reverse Repo is :  Rs. 5 crore in multiples of Rs. 5 crore.

171.
Oldest and Largest Foreign Bank in India :  Standard & Chartered Bank.

172.
Which foreign bank is having its own currency chest in India ?  Standard & Chartered

173. If the Bank fails to quote TAN No.  what is the penalty ? Rs.10,000/-

174. How many pillars are under Basel II ?   3 Pillar I, Pillar II, Pillar III

175. What is dealt in Pillar I  ?  :  Calculation of Min Capital Requirements.

176. What is dealt in Pillar II ?  :  Supervisory Review Process 

177. What is dealt in Pillar III :    Market Discipline.

178.
What risks are covered in Pillar I ?  Credit Risk, Market Risk & Operational Risk.

179.
Who can issue the Sale Certificate under SARFEASI ?  Authorised Officer

180.Who is an Authorised Officer under SARFEASI ?  The authority who can sign the Demand Notice.

181. White Plastic Cards are :  Duplicate / Counterfeit cards.

182. What are on-balance sheet items ?  Assets & Liab which are part of the balance sheet and thus clearly appear on the balance sheet format are called on-balance sheet items.

183. What are off-balance sheet items ?  Obligations of the bank that are contingent in nature are called off-balance sheet items.  Eg. LC, Gte, FC etc Unavailed / undrawn components of FB, NFB  etc

184. What are the different types of Operational Risk ?  People Risk, Process risk, system risk and External Risk.

185. Credit Audit System is applicable for a/cs with aggregate limit of :  Rs. 1 cr & above.

186. The charge created on NSC is :  Assignment.

187. Who must be present in the Branch between 3pm and 5 pm on Customer Day : Br Mgr

188. Bailment of Goods is defined under :  Indian Contract Act.

189.  NTP consists of  :  25 days.

190.  Our Bank has taken comprehensive ECGC Policy for Rs. 400 Cr

191. What is the rate to be applied for De-linking ?  TT Selling Rate

192. In which currency ADRs are issued ?   USD

193. In which currency GDRs are issued :  In any currency including USD.

194. System failure is which type of risk ?    :  Operational Risk.

195. The number of members in the tenant farmers group can be between :  10-20

196. The difference between buying and selling rates of an Authorised Dealer is :Dealer’s Spread

197. Spread  that is maintained on our Bench Mark Prime Lending Rate is : 3.5%

198. Loans granted for setting up of SEZ shall be treated as :  Commercial Real Estate Sector.
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RETAIL LENDING SCHEMES: AN OVERVIEW:

CANARATRADE SCHEME:

· Maximum –Rs.5 crore. 

· Fund based or non fund based or combination thereof including term loans. 

· All facilities put together shall not exceed the maximum stipulated. 

· Secured Overdraft may be sanctioned for a period of 2 years subject to annual review.

· Term Loans – Based on the need and for the purposes mentioned above. 

· Term loans repayable in 60 months including repayment holiday if any.  

Assessment of Working Capital Limits:  

· Turnover method for assessment of need based Working Capital limits.  

· Sales Tax Return or Sales tax assessment orders (STAO) and balance sheet wherever applicable to be submitted by the party to determine the projections and fix need based Working Capital facilities.          

· Nature of facility:   Secured OD.
· In the case of grant of loan for construction of building under Cantrade scheme, the value of security shall be minimum 133% on completion of the building (100% for loans upto Rs 10 lakhs).  

· Simplified stock and book debts statement once in 6 months (March and September). Format of stock statement should be as given in the HO Circular. 

· The details of stock at the end of 6 months should be furnished duly excluding the obsolete and non-moving stock and non-usable stock.

· Inspection once in 3 months.

TRADERS LOAN:

Eligibility:

· Loans are extended to traders/business/commission/agents.

· Should have satisfactory dealings with us for the last 3 or 4 years, good market reputation.  In the case of new clients, all necessary precautions are to be taken to ensure the quality of assets.

Quantum: 

· Upto Rs 10 lacs Overdraft facility

· Above Rs 10 lacs - OCC

· Maximum Rs 50 lacs

CANARA SOLAR:

· Individuals and Institutions  eligible

· Salaried individuals including our employees should have minimum monthly net take home salary of 25% of their gross salary OR Rs. 2000/- whichever is more after meeting the loan installments under the proposed scheme.

· Professionals Rs.50,000/- NET annual income

· Quantum: 85% of cost of Solar System

· Effective interest : 2%, 3% and 5% basing on classification of borrower

· Repayment: 3 to 5 years with 3 months repayment holiday

· Subsidy released by Ministry of New and Renewable Energy Sources (MNRE)

· In loan documents interest rate to be mentioned is 12.50% - Cir 156/2007

· NF 965 application to be used for Cansolar ( Cir 99/2006)

DOCTORS CHOICE:

· ELIGIBILITY: Qualified medical practitioners with a well estabilished practice of 3 years.

· PURPOSE: WC & TL.  Purchase of equipment, setting up of clinic, X Ray labs, Nursing homes, etc.  Expansion / Modernization / Renovation of existing premises, Purchase of vehicles, Ambulance, Computers etc.

· QUANTUM: Maximum 10 lacs.  Sub Ceiling for WC loans – Rs.2 lacs. 

· Assessment of Working Capital: WC will be least of :
· 25% Expected T/o.

· 25% Previous year's turn over 

· Two times the annual net income.

· Rs.2 lacs.

· MARGIN:

· Upto Rs.25000/- NIL

· Rs.25000/- to Rs.5.00 lacs – 10%.

· Rs.5 lacs – 10 lacs – 25%.

· SECURITY:  Up to 2 lacs – Existing assets if any // Beyond 2 lacs – Existing assets and mortgage of property or other approved securities.

· REPAYMENT:  TL – 5y to 7 years in EMIs. // WC – as DPN in 24 – 36 months EMIs.

CANARA GUIDE:  

Eligibility: 

· For financing individuals possessing a valid certificate to practice as a Tax Return Preparer (TRP).

· Individual customers of the bank with satisfactory dealings possessing a valid TRP Certificate.  

· SA may consider loans to new customers provided the account is properly introduced.

· Objective of TRP – To reduce cost of compliance for small and marginal tax payers and to provide self-employment opportunities to unemployed graduates

Purpose: 

· Purchase of computer & other peripherals / accessories, furniture, mobile telephone, tax books, technical literature, software etc.

· Existing tax payers TRPs will collect directly Rs.250/-  per return for one assessment year

· Maximum loan upto Rs.60,000/-

· Margin 15%

· Rate of Interest:  BPLR – 1 %.  (Floating rates only). 

· Priority term loan (SME) – secured.   

Repayment : 
· 60 months in Step up EMIs for first 6 months,  and 3 months repayment holiday

CANARA MOBILE :

· New vehicles : 90% of invoice value     

· Loan quantum for old Vehicles: 75% of assessed value or 75% of original purchase price or 75% of price agreed between seller and buyer or Rs.6.00 lacs (after maintaining 25% margin) – whichever is less.

· Old vehicles not more than 5 years old

· Vehicles not older than one month from the date of their purchase/ first registration are to be treated as new vehicle.

· For other than salaried class : Income Criteria : Rs.75,000/- per annum.

· Salaried individuals should have a minimum gross salary of not less than Rs.0.75 lacs p.a. with net take home salary of 40% of gross salary.  Respective sanctioning authority may permit relaxation upto 25%. Spouse income + Conveyance can be added to salary subject to production of documentary evidence.

· Old vehicles maximum loan amount – Rs.6 lakhs

· Repayment : 72 Equated Monthly Installment – 4 wheelers  and 48 EMIs for 2 wheelers

· Repayment for second hand vehicle : up to future life available not exceeding 72 / 48 months as the case may be.

· DM /AGM of  VLB/ELB/RO/.CO can permit enhanced repayment period of 7 years for 4 wheelers and 5 years for 2 wheelers on selective basis. Cir 210/04

· Fixed Rate of interest to be reset at the end of every three years. (CIRCULAR NO:    186/2008)

· A second loan during the pendency of the first loan can be sanctioned by next higher authority @ RO/CO. 
CANARA RENT: 

· Secured Term loan.  

· To Provide loan to owners of the Property
· Property to be leased / rented out to PSU/Central/State/Semi-Government Reputed Corporate, Banks, Financial Institutions, MNCs or Non-corporate
· In Rural/Semi-Urban places where property is leased out to our Bank the loan can be granted.
· To meet business needs, genuine personal needs and not be any speculative purposes

· Maximum 75% of gross rentals receivables less TDS and Advance Cir 210/04 

· ED & CMD can permit 85% of the gross rental receivables less TDS and advance rent

· Security:  

· EMT of leased property, with value at least 100% of loan..

· If EMT of property against rentals of which loan is proposed is not possible, value of alternative property to be 150% of loan amount. 

· In deserving cases SA may permit acceptance of alternate property with value not less than 130% of loan.

· Third party property (subject to provisions of Cir No. 32/05) can be accepted if property owner offers guarantee  & he opens account with the Branch which shall be introduced by a person other than borrower.

· Assignment of lease rental in favour of Bank

·  Exceptional case – EMT can be waived for loans upto Rs.2 lacs

· Repayment:  5 years or unexpired lease period whichever is earlier.

· Selectively 7 years may be permitted by respective sanctioning authority.

· Additional documentation to eliminate  financing against unauthorized constructions should be obtained as mentioned in HO cir 333/06. (i.e. Approved plan + Affidavit / Declaration from the owner that there are no deviations from the sanctioned plan + Certificate from panel engineer that there are no deviations from the sanctioned building plan is to be obtained.)

· Processing charges : 0.5% of loan Amount

CANARA MORTGAGE:

· A secured term loan.

· Eligibility: Customers having satisfactory dealings.  

· Non  Customer  to  be  well  introduced  with   satisfactory OPL / Market report  

· Quantum: 50% of value of property (land & building) – No loan against vacant land.

· Purpose:  To provide loans against the security of equitable Mortgage of property i.e. Land & Building.  No Loans for Vacant land alone.

· Granted to professional, businessmen, salaried persons / individuals for genuine needs.

· Not for speculative purpose.

· Repayment: 60 months in EMI. Beyond 5 to 6 years – Circle head and beyond 6 to 7 years CMD and ED in the absence of CMD.

CANARA CASH:

· Loan/Advances to individuals against approved Shares, Debentures, Bonds, Units of UTI & CBMF

· To meet investment/domestic/personal requirement, But not for Speculative purpose

· NRI / Employees not eligible.  

· Spouse of employee may be granted loan by next higher authority

· Loans can be granted against Securities standing in the name of close relatives of the applicant.

· Maximum Rs.5 lakhs per individual 

· However loan can be given up to Rs.20 lacs per individual wherever Demat accounts are maintained at our DPs.

· Margin 50% of Market Value/Net Asset Value for shares and units of UTI/CBMP.

· 30 % of Market Value of PSU Bonds

· Repayment: 60 months. Can be sanctioned as OD account also.

· Substitution of securities should not be permitted for more than 10 occasions.

· A second loan during the Pendency of the first loan can be sanctioned by RO/CO
HOME IMPROVEMENT LOAN:

· Eligibility: Individuals conforming to HL norms and where loan considered independent of HL, Cancary norms to be complied with.

· Purpose: For furnishing the house / purchase of  refrigerator / ACs / household articles.

· Quantum - One year gross income/salary  maximum of Rs.2 lakhs by branch 

· When HL availed from Bank, one year’s addl. gross salary.

· Margin : 20% If loan availed as part of housing finance, same margin.

· Rate of Interest:  BPLR or Housing Loan Interest rate if availed alongwith HL

· Repayment period – Maximum 5 years. Can be extended selectively up to 7 years.

· Relaxation: upto 7 years to be permitted by next authority at RO/CO 

· Security: Assets created out of loan, besides continuing security of house / flat when availed as part of Housing loan.  // in other cases, assets created out of loan along with suitable co-obligation / guarantee.

· Classification : Non priority.

TEACHERS LOAN:

· Eligibility: Confirmed/regular teaching/non teaching staff whose salary is being credited in the financing branch, with an undertaking letter from the school/college not to shift the salary account without NOC from the branch. 

· In case salary credit is not feasible, mandate to recover the EMIs from the salaries of the borrowers to be registered.

· Recovery of EMI shall be through salary account or salary mandate only. 

· PDCs/Cash remittances are not to be accepted.

· A letter from the branch to be addressed to the Salary disbursing authority requesting them to inform the branch in case of transfer/termination/suspension/shifting of salary account to other bank and to route the terminal benefits of the employee through the financing branch. 

· NTH after meeting the proposed EMI should be 30 % of the gross salary.  

· Suitable co obligation is a must.

· No other clean credit facility should be granted

· Repayment : 48 months (Reduced from 60 months earlier) Cir 185/2008

· The branch in-charge of Small, Medium & large branches as well as Credit Managers / Senior Managers in VLB / ELB are vested with powers to sanction loans under the scheme upto 6 months gross salary subject to a maximum of Rs.1 lac.
· A higher quantum of loan upto 10 months’ gross salary subject to a maximum of Rs.2 lacs may be permitted by DM / AGM of RO / CO on a case to case basis.  In respect of VLBs/ELBs, the same may be permitted by CM / AGM of the branch.
CANARA JEEVAN: 

· The scheme is meant for financing Senior Citizens who have no other source of income, to meet their sustenance and also some of the genuine personal requirements. 

· Reverse Mortgage - to help Senior Citizens to convert their dwelling house property into liquid cash flows to meet their living expenses

· Objective is to meet the financial needs of Senior Citizens owning self occupied residential property

· ELIGIBILITY : Owner of Property – Above 60 years age

· Loan in joint names of owner and spouse, irrespective of title of property (One person should be above 60 years and the other above 55 years). 

· The repayment of the loan takes place only on the death of the surviving borrower (i.e. spouse). Hence it is necessary that the spouse also shall be the joint borrower. However where the spouse is not alive or if the owner of the property is not married, in such cases loan can be permitted in the individual name of the owner of the property.

· Residual life of property should be atleast 20 years

· In case of Flat, age of flat not more than 10 years

· Loan Amount:


Age of Borrower

Loan as proportion of Assed Value of Property






(Loan including interest till maturity)


60 to 70 years

70%


71 to 75 years

80%


Above 75 years

90%

CANARA SITE:

· Age upto 55 years eligible

· Quantum: 3 years gross salary/income with maximum Rs.15 lakhs in Metros and Rs.10 lakhs in other areas.  Higher quantum 25% more – can be sanctioned by next higher authority.

· Only for sites purchase from Statutory Authorities

· Employees and NRIs are also eligible for the loan

· Margin:  20%

· Rate of Interest:  BPLR

· Repayment: Maximum 5 years.

MODIFIED CANARA BUDGET SCHEME:

· Purpose: To meet any personal needs of the proposed borrower.

· Eligibility: All confirmed employees of: Central/state government // Reputed PSUs/Joint 

                   Stock Companies // Reputed Corporate /Public Limited Companies/Private 

                   Institutions. // Lecturers/Asst.  Professors/Professors of Colleges/ Research 

                   Institutes and Universities // IT/BT Companies.

· Minimum average net take home salary for the last three months, of the borrower after meeting the EMI should not be less than 40 %.    

· Gross salary means salary as per Salary certificate of the previous month.

· NATURE OF LOAN: Non-priority clean loan.

· SECURITY:  Coobligation - irrespective of quantum of loan.

· REPAYMENT: 48 EMIs. (Selectively, 60 months by NHA).  

· PROCESSING CHARGES: 0.50 % of the loan amount with a minimum of Rs.100/- and maximum of Rs.500/-.

· Loans to employees for purchase of books under Canbudget scheme upto a maximum limit of Rs.5000/  shall continue. 

CANARA BUDGET for NON- SALARIED CLASS:

· To meet any personal needs of the proposed borrower, other than for speculative purposes.
· Non-salaried class : Businessmen/Self - employed / Professionals who are in the  business/ profession for a minimum period of three years and who are having satisfactory dealings with the branch for at least one year.
· The gross annual income of the applicant should not be less than Rs. 5.00 lac during the last 3 years.

· The Annual EMI commitments including the proposed loan should not be more than 50% of the Annual Income as per ITR/ITAO during concluded financial year.

· The declared income should not be on a downward trend over the years.

· The applicant should maintain his/her business account with the branch. 

· Recovery to be ensured through Standing Instructions. 
· The details of any loan/Advance facility availed by the applicant either with our bank/other bank to be called for before extending the loan under the scheme. A careful assessment about the sustainability of income and repayment capacity of the applicant as well as the conduct of the account shall be made.

· It should be ensured that the loan is not to meet the margin requirements for WC/TL of the party.
· Repayable in 36  equated monthly instalments
CANARA PENSION: 

· Pensioners drawing pension through our branch.

· Pensioners of all Central/State Govt./Govt. Depts  undertakings/PSUs/Corporates, family pensioners of above categories, ex-employees (pensioners) of the Banks.

· Cost of Medical expenses and other genuine needs & Emergent personal expenses.

· 10 months gross pension with maximum Rs.1 lakh

· Co obligation of wife or any other person from family

· Repayable in 36 EMIs

·  CANARA PENSION can be permitted by the Branch in charge.
The following Schemes are discontinued:

Cancarry/JnanaGanga/  Canvalue/Cantech/Cantravel/.Canjewel/Cantools/CanMahila.

AGRICULTURAL FINANCE:

KISAN CREDIT CARD SCHEME:

· Individual farmers / joint borrowers, partnership firms, Private  Ltd.  Co.  and  Public Ltd. Co. who are owner cultivators/engaged in allied  activities – Eligible.

· GPA holder provided the GPA holder is one of  the  owners  of  land  for which Kisan Credit Card is sanction – Eligible.

· Farmers who are cultivating on authorized lease lands – Eligible.

· KCCS - Not be given for parties dealing in SCC commodities, minors, defaulters.

· Opening of SB A/c need not be made a pre condition to grant KCC 

· Time norms modified - within 15 days from receipt of application 
· May consider a higher quantum of loan for crop maintenance to the extent of 15-25% over and above the scale of finance. 

· Loan limit should not exceed 50% of value of the produce.  

· For all the crops proposed in a year, requirement for the entire year can be worked out and the same can be fixed as the limit for crop production.

· The total working capital requirement assessed for allied activities and farm machineries/equipments should not exceed 20% of the total limit fixed.

· The card will be valid for 3 years subject to an annual review.

Personal Accident Insurance Scheme:  

· Age upto 70 years.  

· Coverage Rs.50,000/- for death/permanent disability and Rs.25,000/- for partial disability.  

· Premium Rs.15/- (Bank Rs.10/- + party Rs.5/-) 

· Nominee has to give notice of death of borrower to bank with in 30 days

Rashtria Kisan Bima Yojana:

season :

· Khariff Season: Amount DISBURSED from 01.04.2008 till the end of  September 2008.

· Rabi Season: Amount DISBURSED from 01.10.2008 till 31.03.2009.

Kisan Suvidha Scheme:

· The Kisan Suvidha Card also has the advantage of 5 year validity as against the 3 year period of Kisan Card Scheme (KCCS). 

· Branches to sanction limits under Kisan Suvidha Scheme only at the time of renewal / review of the existing KCCS. (Cir 264/2007)

· To ensure that fresh sanctions are considered under Kisan Suvidha Scheme only instead of under Kisan Credit Card Scheme. (Cir 264/2007)

· VALIDITY/ RENEWAL OF CARD: 5 years subject to annual review. 

Canara Kisan OD Scheme:

Purpose – NOT for crop production as existing KCCS covers the same.

Limit :  Maximum 3 times gross annual income with minimum Rs.50,000/- and maximum Rs.7.50 lacs

Margin to be maintained on eligible components is 15 – 25%

Ceiling per acre mortgaged: Rs.1 lakh per acre  subject to 50% of value of mortgaged landed property.  Mortgage of landed properties value of which should be at least 200% of the limit is to be obtained as prime security.

Tenability :  3 years

Produce Loan :

· To keep the produce in an approved godown /warehouse or in farmers residence enabling them to sell the produce for a better price at a later date.

· Sanctioned as an extension of Crop Loan /KCC

· Advances up to Rs. 10 lakh against pledge/hypothecation of agricultural produce (including warehouse receipts) for a period not exceeding 12 months, irrespective of whether the farmers were given crop loans for raising the produce or not can be classified as Direct Agriculture.

· Maximum Rs.10 lacs per party.  

· Repayment within 12 months from the date of grant.  

· Loan proceeds to be adjusted to KCC / installment of TL.

Krishi Mitra Credit Card Scheme:  

Purpose: 

· Cultivation of crops – Cultivation expenses should be atleast 50% of the limit.

· Maintenance of animals, farm machinery. 

· Repairs and replacements of animals / farm machinery. 

· Consumption expenses. 

· For farmers who have availed finance under General Credit Card, finance can be granted only for cultivation expenses   
· Quantum of Limit:   Maximum quantum: Rs.50000/-
· Tenability of Running Limit:  Tenability-Three years subject to annual review.   
· Repayment of Single Transaction Limit :  5 years (Q // HY // Y modes)
· Sanctioning Authority: Branch In charge. 
· Classification:  Priority – Direct Agriculture. 

Gold Loans for Agriculture:

· LOAN Quantum:  Minimum Rs.500/- Maximum Rs.3,00,000/- .  80% of the appraised value or Rs.800/- per gram of Sovereign Touch Gold.

· APPRAISAL :  Jewellery is to be appraised inside the Bank by the jewel appraiser of the Bank.  He has to certify on NF 497. Jewellery should not be sent to his premises for appraisal.

· Repayment: Within 12 months in installments or lump sum depending upon the income generation.  If interest is paid in full, then 6 months additional time can be given.

· Security: Pledge of Gold ornaments/jewellery. Gold coins/Bullion not accepted 

· In place of AOD, letter of revival (without stamp) will be obtained for gold loans.
· APPRAISAL CHARGES: 50 paise per Rs.100/- maximum Rs.125/- per loan.

· Absorption of the entire appraisal fee, excluding tax till 31.3.2009
· Branches have to recover appraisal fee from the borrowers as per the Manual and subsequently the entire (100%) appraisal fee excluding Tax is to be reimbursed to the borrowers by debiting to General Charges and crediting to the Gold loan account only
· Reappraisal should coincide with regular inspection.
· Reappraisal - if inspection is within 12 months, all overdue loans & 10% of regular loans.
· Reappraisal - if inspection is between 12-18 months, all overdue loans and 15% of regular loans.
Kisan Tatkal:

· Finance to be available to all existing KCC holders, whose cards are valid and accounts regular. 

· Kisan Tatkal should not be granted for purposes which are already covered/ financed under existing Kisan Credit Card / Kisan Suvidha /Kisan OD/Any other Investment or development loan  

· The limit can be extended by way of a single transaction term loan 

· Minimum limit: Rs.1000/-  Maximum limit: Rs. 50000/-

· The total amount of finance extended not to exceed 50 % of the KCCS limit.

· Kisan Tatkal limit shall not exceed 25% of the estimated annual income of the agriculturist within the above ceilings. 

· To be repaid within a period of 3-5 years in half yearly/annual installments 

· The loans granted under “Kisan Tatkal” are to be classified under loans to Direct Agriculture

ALLHV :

·  For purchase of brand new vehicles such as bicycles, mopeds, two wheeler/three wheeler carriages , jeeps, cars, vans and other light motor vehicles for supervising agricultural operation

· ELIGIBILITY : Agriculturist cultivating in his own land or engaged in allied activities such as dairy, poultry, sericulture etc

· Heavy Vehicles :  Agriculturists with minimum 15 acres of Perennially Irrigated lands. Loan : This is to be arrived on the basis of cost of the vehicle to be purchased as per invoice, life tax, registration charges, insurance premium and other accessories by maintaining stipulated margins. 

· MARGIN : 10% of cost of the vehicle as per invoice + life tax, Regn charges, insurance premium and other value of the vehicle.  

· Margin for HCV / MCVs – 25%.

· SECURITY : Hypothecation of vehicle. Mortgage & / or co-obligation of third party if loan amount exceeds overall limit of Rs 65000/-  .  For MCV/HCVs mortgage is a must.

· REPAYMENT : Within 3-5 years in M/Q/H/Yearly installments.

· Repayment for HCV/MCV – 5 – 7 years in M/Q installments

Second Hand Vehicle – ALLHV:

· The vehicle to be purchased should not be more than 5 years old and should be free from encumbrance.

· Valuation report of the vehicle to be purchased should be obtained from an approved valuer

· The quantum of loan should not be more than 50% of the value of the vehicle as per valuation report or purchase consideration whichever is less. 

· The loan is to be repaid within 3 years.

Tractor Loans:

· Eligibility:

1. Minimum land holding is 6 acres of irrigated land or 12 acres of dry land.

2. Tractor should be gainfully employed for a total period of 1000 to 1200 hours per annum either on the farmer’s own land or by custom hire. 

3. Power Tillers - 3 acres of irrigated land or 6 acres of  dry land.  OR gainfully employed for a total of 600 hours per annum either on own farm or custom hire.

4. Loans can also be extended to unemployed entrepreneurs under self employment scheme without insisting the land holdings criteria, after satisfying the   scope for custom hiring. 

5. The land holdings should be in preferably compact blocks.

· Display of hypothecation board is   waived for loans upto Rs.25, 000/-. 

· Margin: Upto Rs 50000-  Nil and beyond Rs 50000 – 15-25 % . 

· Where mortgage are obtained whose value is atleast equal to loan amount, margin can be reduced as under:  For tractors& Trailers, Power tillers 5%. Combine Harvesters – 10%.

· Security: Hyp. Mortgage not required upto Rs 50000 ( but within an overall limit of Rs 65000 for all agriculture loans.) 

· Power tillers:  Above Rs.1, 25,000/- = Hypothecation + mortgage of landed Property.

· Relaxation in Security Norms; For tractor loans ( irrespective of quantum of loan) and for power tiller loans (loans upto Rs.1.25 lacs) landed property need not be insisted as security but Co-obligation of 3rd  party should be obtained

· Repayment: within 5 to 9 years by half yearly/ yearly installments.

· Hypothecation should   be painted on the tractor/power tiller/trailer.

· RC has to be verified once in a year preferably during the month   of April to confirm that the taxes have been paid upto date.    In case of defaulted accounts, the verification of RC has to   be done as frequently as possible. 

· The sanctioning authority may waive the obtention of duplicate key.

Second Hand Tractor:

· Tractor should in our approved list and not more than 5 years old Loan amount not more than 75 % of value of the tractor as per valuation or sale consideration which ever is less.

· Margin shall be at least 25 % of sale consideration or value of tractor which ever is less and it should be brought in by cash.

· Security is hypothecation of vehicle upto Rs 25000/- and above that mortgage of landed property is taken.  However, in genuine cases, the sanctioning authority may stipulate co obligation in lieu of mortgage.

· Maximum repayment is 5 years payable in half /yearly installments.

· Obtain valuation report from approved/ panel valuer.

· Our lien to be noted in RC book and fully insured for comprehensive risk.

· Loan proceeds and margin money should be remitted directly to vendor. In case previous owner is having outstanding liability, the entire amount is directly remitted to financing bank to clear the liability and ensure their lien is cancelled.

· In case the proceeds of the loan goes to clear earlier loans, it should be ensured that no concessions, is given in the ROI to the earlier owner from whom the tractor is purchased.
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