Commercial Banking System & Role of RBI
April 2021 Examination

Q1. One of the important mandate of RBI is prudent management of monetary policy, curbing inflation and checking unemployment in economy. Explain how RBI achieves these diverse parameters by use of different tools available with it. (10 Marks) 
ANS 1. 
INTRODUCTION
Reserve Bank of India or RBI is the Central Bank of India that manages and regulates all country's banking operations. They have various roles and responsibilities and the most important one being the issuing and circulation of currency in the economy. Headquartered at Mumbai, they look into all the country's economic policy matters and provide guidelines for the same. All of these rules, regulations, and procedures are necessary for securing and maintaining the country's financial and monetary stability. It has various tools in hand that are the key to economic development. The major tools include repo rate, the reverse repo rate, cash reserve ratios, statutory liquid ratioIts Half solved only
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Q2. Credit appraisal is a critical analytical tool of bank. Largely the profitability of bank hinges on this tool. Any weakness on this front is reflected on the profitability of banks and it also results in accumulation of stressed assets. BASEL-II has given strong recommendations to check this menace. Elaborate in details the important recommendations of this committee. (10 Marks) 
ANS 2.
INTRODUCTION
Credit appraisal is a critical analytical tool of ay bank. Most of the banks' profits hinge on this tool, and any weakness in this could lead to an accumulation of stressed assets. Credit appraisal refers to the thorough assessing of the loan application or proposal and adequately identifying the loan applicant's repayment ability. It is generally done to ensure that the banks get back the money they have lent to its customers. Bank are deeply involved in the business of accepting and lending money to their customers. This is one of the most important things that further leads to credit creation in the economy. Thus, before lending any amount of sum to its customers, banks need 
Q3. Regulators, analysts and investors periodically assess the financial condition of each bank. Banks are rated on various parameters, based on financial & non-financial performance. One of the popularly used assessment goes by acronym CAMELS, where each letter refers to a specific category of performance. 
a. Explain the importance of each letter/term and how do they affect the performance of bank. (5 Marks) 
ANS 3A.
INTRODUCTION
Assessing every bank's financial condition and functioning is one key aspect followed by most of the regulators, analyst and investors. There are various financial and non-financial parameters followed by them to analyse the bank's financial position and its operational functioning. CAMELS is one such assessment techniqu
b. Do you think CAMELS rating is sufficient to judge the performance of banks or it should be supplemented by other indicators also? (5 Marks) 
ANS 3B.
INTRODUCTION
CAMELS is one of the important assessment technique used by analyst, investors and regulators to judge the performance of banks and the institutions. It takes into consideration six different elements to assess the efficiency of the banks. It is one of the most commonly and widely used assessment 
