
Yes Bank Crisis 





CURRENT AFFAIR 

• The Reserve Bank of India (RBI) has placed the 
financially troubled Yes Bank under a 
moratorium (temporary suspension). 



SCHEME OF RECONSTRUCTION 

• After placing this bank under a moratorium, 
the RBI announced a draft ‘Scheme of 
Reconstruction’. 

• This scheme entails the State Bank of India 
(SBI) investing capital to acquire a 49% stake in 
the restructured private lender. 

• This is an indicator of the contagion risk that a 
sudden bank resolution can pose to the 
financial system. 



BACKGROUND 

• Mounting bad and illegal loans. 

• The continued inability of many corporate to repay 
their loans has resulted in many landing up in 
insolvency proceedings. 

• It has suffered a doubling in gross non-performing 
assets over the April-September period. 

• Economy facing a persistent slowdown, the prospects 
of banks’ burden of bad loans easing soon are limited. 

• The lender has been ended up at the resolution stage, 
without being placed under the Prompt Corrective 
Action (PCA) framework of the RBI. 



REASO NS FOR FALL 

• It went on a loaning spree with advances 
rising by 334% between Financial Year 2014 
and 2019 

• Many borrowers started defaulting The bank’s 
gross non-performing asset percentage, that is 
the percentage of loans overdue for more 
than 90 days, zoomed to 7.39% as of 
September 2019, the highest among 
comparable banks. 



• While bad loans piled up, the bank did not 
make enough provisions in its profits. Its 
provisions were the lowest among comparable 
banks. 

• Customers withdrew large amounts, resulting 
in the credit-deposit ratio crossing 100% in 
2018-19. That is, it lent more than it received. 



• Loan spree and high NPA meant poor 
profitability, gauged by Yes Bank’s sinking 
Return on Assets. 

• The bank’s stock price fell steadily in the past 
year. 

• The bank has also experienced serious 
governance issues and practices in the recent 
years which have led to steady decline of the 
bank. 



How will this impact customers? 
 

• Amount deducted towards loan and premium 
payments will be impacted if it is higher than 
Rs. 50,000. 

• It will have an impact on customers whose 
salary account is linked to Yes Bank 

• The possibility of renewing or granting loans 
and making investments by the bank will 
reduce. 



How did the lender escape the PCA 
framework? 

• The lender’s stated operational metrics had 
not breached the pre-set thresholds for 
triggering the PCA action. 

• But, the central bank had flagged several 
concerns in recent years. 

• This also includes the concern of the distinct 
divergence between the reported and RBI’s 
own findings on the financials of the bank. 



Why SBI has been chosen as an 
investor? 

• This reflects the scarcity of options with the 
government. 

• Several other public sector banks are also 
currently engaged in merging with weaker 
peers as part of the Centre’s plan. 




