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VENTURE CAPITAL (VC) 

 It is a form of private equity and a type of
financing that investors provide to start-up
companies and small businesses that are
believed to have long-term growth potential.

 However, it does not always take a monetary
form; it can also be provided in the form of
technical or managerial expertise.

 Venture capital is typically allocated to small
companies with exceptional growth potential, or
to companies that have grown quickly and
appear poised to continue to expand.
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Liquidity Adjustment Facility 

 It is a tool used in monetary policy, primarily
by the RBI that allows banks to borrow money
through repurchase agreements (repos) or to
make loans to the RBI through reverse repo
agreements.

 This arrangement is effective in managing
liquidity pressures and assuring basic stability
in the financial markets.

 The RBI introduced the LAF as a result of the
Narasimham Committee on Banking Sector
Reforms (1998).
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Marginal Standing Facility 

 Marginal Standing Facility is an overnight liquidity support provided by RBI to
commercial banks with a higher interest rate over the repo rate.

 MSF can be used by a bank after it exhausts its eligible security holdings for
borrowing under other options like the LAF repo.

 Significance (out of the implication of clauses) of MSF is that it can be availed
even if the latter doesn’t have the required eligible securities above the SLR
limit.
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BUSINESS CORRESPONDENTS

 Business Correspondents are retail agents engaged by 
banks for providing banking services at locations 
other than a bank branch/ATM.

 BCs are permitted to perform a variety of activities
which include identification of borrowers, collection
and preliminary processing of loan applications,
creating awareness about savings and other products,
education and advice on managing money and debt
counselling, processing and submission of applications
to banks, promoting, nurturing and monitoring of Self
Help Groups, post-sanction monitoring, follow-up of
recovery.
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Basel norms

 Basel norms or Basel accords are the international banking regulations
issued by the Basel Committee on Banking Supervision.

 The Basel Committee on Banking Supervision (BCBS) is the primary
global standard setter for the prudential regulation of banks and
provides a forum for regular cooperation on banking supervisory
matters for the central banks of different countries.

 The Basel Committee has issued three sets of regulations which are
known as Basel-I, II, and III.
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Basel III

 In 2010, Basel III guidelines were released.

 These guidelines were introduced in response to the financial crisis of
2008.

 A need was felt to further strengthen the system as banks in the
developed economies were under-capitalized, over-leveraged and had
a greater reliance on short-term funding.

 The capital adequacy ratio is to be maintained at 12.9%. The minimum
Tier 1 capital ratio and the minimum Tier 2 capital ratio have to be
maintained at 10.5% and 2% of risk-weighted assets respectively.
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 The leverage rate has to be at least 3 %. The leverage rate is the ratio of a 
bank’s tier-1 capital to average total consolidated assets.

 Funding and Liquidity: Basel-III created two liquidity ratios: LCR and NSFR.

 The liquidity coverage ratio (LCR) will require banks to hold a buffer of 
high-quality liquid assets sufficient to deal with the cash outflows 
encountered in an acute short term stress scenario as specified by 
supervisors.

 This is to prevent situations like “Bank Run”. The goal is to ensure that 
banks have enough liquidity for a 30-days stress scenario if it were to 
happen.
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Net Stable Funds Rate (NSFR)

 The Net Stable Funds Rate (NSFR) requires banks to maintain a stable
funding profile in relation to their off-balance-sheet assets and activities.
NSFR requires banks to fund their activities with stable sources of finance
(reliable over the one-year horizon).
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Digital Payments Index

 Reserve Bank of India has constructed a composite Digital Payment Index
(DPI) to capture the extent of digitisation in India.

 The RBI-DPI comprises of 5 broad parameters that enable measurement
of deepening and penetration of digital payments in the country over
different time periods. These parameters are – (i) Payment Enablers, (ii)
Payment Infrastructure – Demand-side factors, (iii) Payment Infrastructure
– Supply-side factors , (iv) Payment Performance and (v) Consumer
Centricity.
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E-RUPI

 e-RUPI is like a prepaid voucher which can be redeemed without any card, 
digital payments app or internet banking access at the merchants which 
accept e-RUPI voucher. 

 This is an end-to-end digital transaction and does not require any physical 
issuance of card or voucher leading to cost reduction. 

 e-RUPI is a digital solution powered by National Payments Corporation of 
India (NPCI).
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