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The Reserve Bank of India (RBI) on 22nd February 2013 released the final guidelines for issuing new bank licences 
and applications for new bank licences would be allowed until July 1, 2013. Companies from any specific industry have not 
been excluded from applying for a new bank licence. According to news reports, four to five licenses would be issued by the 

1RBI .
It should be noted that the RBI had issued the last set of licences in 2001 to two applicants - Kotak Mahindra Bank 

and Yes Bank. Yes Bank has so far been very successful, but with the grant of new license and the economy not doing too well, 
perhaps Yes Bank will have to remodel it strategies to maintain a competitive edge.

The modern age Indian banking industry is dominated by the public sector banks, with SBI and its associates being 
the longest serving banks of the country. ICICI, HDFC and Axis Bank are the three largest private sector banks of India in 
terms of scale of operations. India currently has around 26 public sector banks, 22 private sector banks and over 40 foreign 
banks. The Reserve Bank of India (RBI) is the monetary authority of India and is the regulator and supervisor of the financial 

2 system. The Reserve Bank of India (RBI) was established on April 1, 1935 under the Reserve Bank of India Act, 1934.  It is 
the banker to the government and banks of the country. RBI also manages the financial system Indian and issues currency. It 
also performs a large number of functions to promote development.

The modern age Indian banking industry is dominated by the public sector banks, with SBI and its associates being 
the longest serving banks of the country. ICICI, HDFC and Axis Bank are the three largest private sector banks of India in 
terms of scale of operations. Apart from these, the Indian banking industry comprises of several foreign banks, Regional 
Rural Banks (RRB), cooperative societies and post office savings. It is a highly competitive industry with each bank trying to 
outdo the other and snatching the existing businesses.

Deposits have grown at a CAGR of 17.6 per cent over FY07-12. Public sector banks account for over 70 per cent of 
interest income in the bsector. Credit to housing sector grew at a CAGR of 10.5 percent during FY08-12 and Credit under 

3personal finance segment (excluding housing) grew at a CAGR of 9.8 per cent during FY08- 12 . According to estimates, for 
public sector banks, the incremental equity requirement due to implementation of Basel III norms by March 2018 is 

4expected to be approximately Rs750-800 billion .
The landscape of the Indian banking industry was already cluttered with public sector banks, private sector banks, 

foreign banks and RRBs, when new banks like Yes Bank were established. The negativity created by the failure of  some new 
entrant banks like the Times bank, the Centurian Bank, Global Trust Bank, etcwas a reason for people (prospective 
customers)  to doubt  the survival of Yes Bank when it began its operations in 2004. In the mind of investors the failure of 
these banks also led to doubts about the survival of this Yes Bank.

Early on the founders of Yes Bank realised that they had to be different and carve a niche for themselves. They could 
not just follow the growth models followed by the big league banks. It had to build its own unique model. The promoter Mr. 
Rana Kapoor built his bank's growth model on the unique and new concept of “Knowledge Banking”. The management 
created the strengths of Yes Bank in structured lending programmes, long term funding for infrastructure projects, funding 
of acquisitions, and financial restructuring. The bank also addressed the needs of some distressed companies. The concept 
was to not just provide the regular financial transactions and services to corporate houses, but also to be a “money doctor” to 
corporate organisations, taking care of their every financial need in highly specialized banking operations like investment 
banking and corporate finance, providing services of M&A, private equity and capital market transactions.
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