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ABSTRACT

The banking sector plays a crucial role in the Indian economy. Banks not only provide a flow of finance in
the Indian economy but also act as a driver to uplift socio economic development in India. In 2020, the
sudden spread of the COVID-19 virus and the imposition of a nationwide lockdown presented
numerous challenges in front of all sectors of the Indian economy;, including the banking sector. In this
paper, the researcher portrays the impact of COVID-19 on the Indian banking sector and demonstrates
various measures that have been taken by the Reserve Bank of India (RBI) to counter the adverse
impact of COVID-19 on the Indian banking sector. This study is based on secondary data which has
been collected from various newspapers, articles, reports, and published research journals available
on the internet. According to this report, the RBI and the government should provide more loans and
simplify credit conditions in order to increase liquidity in the economy and lessen financial stress among
small and medium businesses. The immediate takeaway from the epidemic is that the government
should strengthen our economy in order to absorb the impact of future crises of this nature.
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INTRODUCTION

The Indian economy was already in a precarious state, but the imposition of a nationwide lockdown and
the suspension of major economic activities due to COVID-19 weakened it even further (Ali, 2020). This
pandemic affected various sectors of the Indian economy. The Indian economy is broadly segregated
into three sectors, namely the primary sector (agriculture, farming, fishing, etc.), the secondary sector
(manufacturing, processing, etc.) and the tertiary sector (financial services, transportation services,
etc.) (Ramakumar & Kanitkar, 2021). All these sectors are supported by banks. Behind every
successful economy, there is always a sound banking system. The banking sector is responsible for
most of the financial activities going on in the economy, and this sector is working as a supporting hand
to all of the industries in terms of financing, credit, transactions, collection, and payment, and it
mobilizes deposits and provides credit to various sectors across India. Apart from their traditional work,
banks are now facilitating e-commerce, promoting digital transactions and providing forex support to all
sectors in the Indian economy. If the banking sector gets impacted by any hindrance, it will also impact
other sectors. In this paper, the researcher portrays the impact of COVID-19 on the Indian banking
sector and discusses various regulatory measures that have been announced by the RBI so far to
ameliorate the economic shock.

LITERATURE REVIEW

In their research paper, Bobade and Alex (2020) emphasised the impact of COVID-19 on the Indian
banking sector, as well as RBI policies that have been implemented thus far.

Dev and Sengupta (2020) have written an article about the impact of COVID-19 on the Indian economy
along with a detailed analysis of the different sectors that suffered from COVID-19.They highlighted
that COVID-19 has had an adverse influence on India's banking sector (particularly public sector
banks), and that this sector has been having a hard time dealing with the swelling losses from
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nonperforming assets (NPAs) on their balance sheets.

Perwej (2020) explained in his article several operational and technical challenges that banks are
currently facing due to COVID-19. According to the researcher, banks should focus on utilising new
technologies and make their infrastructure agile in order to traverse the obstacles presented by the
COVID-19crisis.

Sharma and Mathur (2021) in their article discussed the impact of the lockdown on Indian banks in the
event of moving beyond July 2020. According to researchers, people are now playing it safe as a
consequence of the pandemic, and there has been a huge shift toward saving instead of borrowing. It
enhanced the amount of money keptin bank accounts.

Chanduji and Thakor (2020) in his article mentioned this pandemic forced Indian banks towards
digitizing and optimizing the bank's back-office operations. Researchers revealed that there was a
major shift towards precautionary savings and the risk aversion for households. The researcher has
also mentioned that in future banks will operate in a financial system that is awash with the liquidity and
interest rates are extremely low.

Research objectives

The objectives of this study are
e Tounderstandthe impactof COVID-19 on Indian banking sector.

e Todiscussthe regulatory measures taken by the Reserve Bank India to counter the impact of
COVID-19 on the Indian banking sector.

METHODOLOGY

This study is descriptive in nature and itis supported by secondary data. The study objectifies to identify
the impact of COVID-19 and the therefore the resultant nationwide lockdown on Indian Banking Sector
and to discuss various measures that has taken by RBI to counter its adverse impact. Under the study,
data regarding Indian banks concerning the FY 2020-2021, 2021-22 are collected. Data have been
collected from various newspapers, articles, reports, published research journal available in internet.

RESULTS AND DISCUSSION
Impact of COVID-19 pandemic on Indian Banking Sector

Banks plays a crucial role in socio-economic development of a country. Every healthy economy is
always supported by a sound banking system. Primarily, it collects funds from surplus sector and
channelizes them to deficit sector in the form of loans to bridge the gap. Banks also try to reduce
regional imbalances. It helps in capital formation and improving standard of living of people by
providing loan for purchases of goods and services. Moreover, banks are also facilitating e-commerce,
promoting digital transactions, providing forex support to all sectors. So, it is very much required to
analyze the impact of COVID-19 pandemic on Indian Banking Sector.
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Figure 1: Showing impact of COVID-19 pandemic on Indian Banking Sector
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Digital approaches: - During this pandemic bank in India did manage to bring innovation into play,
they brought and adopted the age of technology and digitization. This pandemic has accelerated the
proliferation of digital transaction as customers mindset shifted to digital payments, online services and
other digital solutions. Digitalization has also been very helpful for banks both in terms of maintain
contact with their customers and also as organizing their internal ways of working. Though digital
solutions are there in India before this pandemic, but this pandemic has created such a scenario that
compel banks and their customer to adopt digital banking solutions.

Table 1: Payment system indicators — annual turnover (April-March)

ltem Volume (Lakh)
2018-19 2019-20 2020-21

1 2 3 4
A. Settlement Systems
CCIL Operated Systems 36 36 28
B. Payment Systems
1. Large Value Credit Transfers — RTGS 1,366 1,507 1,592
Retail Segment
2. Credit Transfers 1,18,481 2,06,506 3,17,852
2.1 AePS (Fund Transfers) 11 10 11
2.2 APBS 14,949 16,766 14,373
2.3 ECS Cr 54 18 0
2.4 IMPS 17,529 25,792 32,783
2.5 NACH Cr 8,834 11,290 16,450
2.6 NEFT 23,189 27,445 30,928
2.7 UPI 53,915 1,25,186 2,23,307
3. Debit Transfers and Direct Debits 4,914 7,525 10,456
3.1 BHIM Aadhaar Pay 68 91 161
3.2 ECS Dr 9 1 0
3.3 NACH Dr 4,830 7,340 9,630
3.4 NETC (Linked to Bank Account) 6 93 650
4. Card Payments 61,769 72,384 57,841
4.1 Credit Cards 17,626 21,773 17,641
4.2 Debit Cards 44,143 50,611 40,200
5. Prepaid Payment Instruments 46,072 53,318 49,392
6. Paper-based Instruments 11,238 10,414 6,704
Total — Retail Payments (2+3+4+5+6) 2,42 473 3,50,147 4,42,229
Total Payments (1+2+3+4+5+6) 2,43,839 3,51,654 4,43,821
Total Digital Payments (1+2+3+4+5) 2,32,602 3,41,240 4,37,118

Source: RBI, 2021b

Above table shows that within the F.Y. 2020-2021 digital transactions in India have been increased by
28% (i.e., from 3,41,240 lakhs in 2019-2020 to 4,37,118 lakhs in 2020-2021). As customers are
becoming quick access to smartphones, internet, banks can easily reach out to their customers and
communicate with them digitally. This brings an enormous opportunity for lending institutions like
banks to build intuitive customer journeys for interacting with them. Banks can now do the KYC (Know
Your Customer), underwriting, and verification process digitally. Alot of services are rendered by banks
within the field of lending product design digitally such as click payments, checkout financing
(checkout financing refers to loans offered during the merchant's online checkout process), buy now-
pay later credit solutions etc. It is expected that this trend would continue in future and this banking
sector will witness arise in the number and size of digital transactions.
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