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Abstract 

The devastation caused by the global outbreak COVID-19 threw the whole world's market 

economy into disarray. Yet the most horrific moment of time that humanity has only ever 

witnessed. Whether there's a developing nation, an undeveloped nation, or the world's foremost 

economy, no country is immune. The COVID-19 Pandemic has had a significant impact on the 

economy. The Reserve Bank of India, India's central bank, implemented appropriate policy 

modifications with the assistance of experts in order to combat the COVID-19 epidemic. The 

whole Indian banking system has suffered and continues to confront several obstacles, including 

liquidity issues and the Reserve Bank of India's reduction of the REPO rate, to mention a few. 

Because individuals are striving to earn a living, the Reserve Bank of India opted to offer 

customers a break by extending the term for re-payment. The goal of this article is to investigate 

the modifications made by the RBI in its regulation as a result of COVID-19, as well as how 

COVID-19 has influenced the Indian banking sector in general. Furthermore, a method is 

provided for the Indian banking sector to deal with the damage incurred by the COVID-19 

Outbreak. According to the findings of the study, the Indian banking sector has implemented a 

number of initiatives in response to the COVID-19 Pandemic in order to make the financial 

system more efficient and effective.  
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1. Introduction 

The Indian banking system is constantly developing measures to mitigate the impact of 

COVID-19. As a result of the COVID-19 Pandemic, the whole planet is infected. It will alter 

the way the world operates. It causes a downturn in business and trade (Saldanha & Nitin, 

2020). The Corona virus was discovered in Wuhan, China in December 2019 and has since 

expanded globally. After seeing its transmission and increased death rate, the World Health 

Organization declared it a Pandemic on March 11, 2020. (Aum, Lee & Shin, 2021). As 

witnessed in the current circumstances, the Corona virus is wreaking havoc in India. Because of 

the lockdown scenario, the entire globe entered a recession during COVID-19. In India, it has 

affected every area of the economy. Some of the consequences of the Covid 19 situation 

include an increase in unemployment, a decrease in government income, additional pressure on 

supply chain management, the decline of the tourism sector, a decrease in consumer purchasing 

activity, a drastic decrease in fuel usage, clashes in the healthcare sector, and anxiety symptoms 

and discontent among people (Baccini & Brodeur, 2021; Baccini, Brodeur & Weymouth, 
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2021). 

TATA Motors, BHEL, Aditya Birla, Larsen, and Turbo are among the major Indian 

corporations that have curtailed their industrial operations. The Indian banking industry is also 

being impacted by the Corona Pandemic. Borrowers and businesses are facing hazardous 

problems such as job losses, a slowdown in sales, and a fall in profit as the virus spreads and 

lockdown in India as a whole. Banking customers desired financial relief, and the Reserve Bank 

of India encouraged national banks to offer it by enacting favorable banking policies for 

customers. To address employee security concerns, it was agreed to allow staff to work from 

home. The World Health Organization (WHO) has recommended individuals to utilize cashless 

payments as often as feasible and to limit touching financial notes. It was discovered that the 

Corona virus may remain in currency notes for days, speeding the spread of the disease. One of 

the positive changes brought about in India as a result of the Corona virus is that banks are 

predicting a move toward digital advertising. People in India now turn to online banking, phone 

banking, and call centers. At the systems level, the issue of non-performing assets has grown, 

and the credit costs ratio may worsen (Brodeur, Gray, Islam & Bhuiyan, 2021; Baker, Bloom & 

Davis, 2016). 

As a result of the ongoing interruption in economic activity caused by the COVID-19 epidemic 

and a fall in asset quality, the Banking industry has shifted from stable to negative. Many 

studies have demonstrated that asset quality is continually deteriorating, particularly as a result 

of Small and Medium Enterprises (SME) and retail sector loans, which creates stress on 

lenders' profits and equity. Reduced efficiency and lockdowns have already begun to have an 

impact on the corporate sector's financials. Due to the COVID-19 Pandemic, Indian banks have 

several issues. 

The operational climate is hard owing to the unknown surroundings, and the intensity and 

frequency of the pandemic has an impact on India's banks profitability by limiting economic 

growth (Baker, Farrokhnia, Meyer, Pagel, & Yannelis, 2020; Binder, 2020). The Reserve Bank 

of India is the supreme authority of India's banking industry. The RBI formulates monetary 

policy and provides direction to all banking sectors (Manikyam, 2014). The RBI issues bank 

notes and maintains reserves in order to ensure monetary stability in India and to administer the 

country's monetary stability. The Reserve Bank of India has released the COVID-19 

Supervisory Framework for all banks and other financial institutions (including Small Finance 

Banks, Local Area Banks, and Regional Rural Banks), as well as all primary (urban) 

cooperative banks, state cooperative banks, and district central cooperative banks. COVID-19 

caused a 1.5 trillion revenue shortfall in India due to a drop in production due to interruption, 

restrictions on trade, and labour inadequate supply, the closure of small and medium-sized 

vendors, a dramatic drop in the renewable energy industry caused by a lack of attractive prices, 

a slight decrease and temporary suspension in generating capacity owing to budgetary 

suitability concerns, and international logistics interruptions. The government and the RBI are 
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working nonstop to provide assistance to the people.  

The government recently declared a 1.7 trillion-dollar package for the underprivileged who 

require funds for their livelihood’s survival. As a result of the COVID-19 Epidemic, many 

professional personnel have lost their jobs. The government is constantly developing financial 

measures and strategies in order to minimize the rate of unemployment. The government has 

also directed that various charity organizations in India develop themselves and promote the 

society's advancement. The government also focuses on the municipal party. Gram panchayat 

for identifying the source and devising a remedy to minimize the situation. The government 

also focuses on important sectors like as hospitals, schools, and service sectors that take out 

bank loans and require assistance to survive. 

The COVID-19 pandemic has caused significant disruption in Indian banking. Some of these 

are: 

• Loss of the ability to obtain information, resulting in decreased serviceability. 

• A transitory adjustment in the value of financial institutions, including a drop in 

projected returns. 

• Trouble in gaining access to branches for ordinary operations. 

• Credit repayment failure 

• Reduction of non-essential activities 

• Substantial reduction in both national and cross-border trading 

• Growing desire for collaborative services provided by a wider group of people 

• Increasing the demand for and inclination for e - commerce activities 

• Increasing popularity of health and life insurance products 

• Surplus capital accumulation as a result of restricted employment alternatives 

• Increased loan defaulters as a result of lower sales and margins 

2. Review of Literature 

The Covid-19 virus begins to spread across the globe on December 1st, 2019. Many scholars 

begin producing study articles about Covid-19, its impact on the world economy, its impact on 

the National economy, and how the Corona Virus affects human psychology. 

Kumar and Kumar (2020) offered an assessment of the COVID-19 situation's effect on the 

Indian banking and financial industry. The paper is an analysis of secondary data based on 

numerous research articles released on the COVID-19 epidemic. The study paper also examines 

the numerous policy initiatives implemented by the Reserve Bank of India and the Indian 
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Government at the central and state levels to improve the country's present economic status. 

Brodeur, Gray, Islam, and Bhuiyan (2021) conducted a study of the burgeoning and fast 

expanding research on the economic repercussions of COVID-19 and legislative actions, and 

synthesized the findings from a vast number of research. This study: (i) provides an outline of 

the research sets and methodologies used to measure social distancing and COVID-19 

occurrences and mortalities; (ii) examines existing literature on the predictors of adherence with 

and the application of social distancing; and (iii) discusses the macro - financial consequences, 

such as simulation of probable pathways. (iv) outlines the research on COVID-19's 

macroeconomic repercussions, with an emphasis on labour, healthcare, gender, inequality, and 

the climate; and (v) summarizes the research on social policy solutions. 

Singh and Bodla (2020) focused on the impact of the Covid-19 epidemic on banks, NBFCs, 

educational institutions, public and private agencies, and transportation suspension. The 

severity of COVID-19's economic impact is outlined in the research article. Bagewadi and 

Dhingra (2020) did a study on the prior and post effects of COVID-19 in the banking sector, as 

well as the influence of COVID-19 on the environment. Mateev, Tariq, and Sahyouni (2021) 

explored how banking rivalry and capitalization levels affect risk-taking behavior in the Middle 

East and North Africa (MENA) area. They utilized data from over 225 banks in 18 MENA 

countries to see if more rivalry encourages banks to keep large capital levels. Using panel data 

methodologies and discriminating between Islamic and conventional banks, they discovered 

that while operating in a more competitive environment, banks prefer to keep greater capital 

ratios. They also show that banks in the MENA area raise their capital ratios in reaction to 

increased risk, and vice versa. Their results encourage regulatory bodies engaged with 

enhancing the financial sustainability of the MENA banking industry to enhance their policies 

and programs to drive banks to bring it in line with bank capital and risk during the COVID-19 

epidemic. 

Saldanha and Nitin (2021) investigate how the COVID-19 epidemic has influenced banking, 

especially retail banking, in the viewpoint of the common customer. The primary focus is on 

whether and how consumers' preferences or perspectives on how they engage with their banks 

have changed. If there has been a decrease in quality of service, turnaround time, and a 

knowledge of how safe they feel it is to do banking transactions online or electronically. The 

data was collected via an online questionnaire that was distributed via social networks, and the 

findings were then assembled, evaluated, and interpreted to determine how the COVID-19 

pandemic influenced or did not affect the retail banking sector's client base. The findings 

revealed that there has been a considerable shift in client preferences following the epidemic. 

3. Research Methodology 

The study is focused on the impact of COVID -19 in the Indian banking sector. As a result, the 

entire globe is in a bad predicament. Indian banking was also impacted. People's ability to repay 
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loans is decreased. India's GDP has decreased. India's economic development has slowed. The 

Indian government, in collaboration with the Reserve Bank of India, is constantly formulating 

new policies to assist mitigate the impact of COVID-19. The study is based on secondary data. 

Data for the research study was gathered from the RBI website, the RBI manual, the guidelines 

supplied by the RBI, books, the internet, magazines, and newspapers. 

The following are the aims of the research paper: 

1. To measure the changes in RBI practice as a result of COVID-19. 

2. To investigate the impact of COVID-19 on the banking sector in India. 

3. To provide a way for the banking industry to deal with the COVID-19 Outbreak. 

4. RBI Reforms in India 

4.1 COVID -19 Regulating Module 

By creating provisions and Asset Classification Norms, the RBI Circular stated specific 

regulatory steps for addressing the COVID-19 Pandemic Disruptions. In the announcement, they 

proclaim that they would provide relief from debt repayment and improve access to working 

capital management, as well as that the RBI will focus on preventing financial stress for 

company owners so that they may continue to operate in a favorable climate. 

4.2 Payment Rescheduling - Term Finance and Working Capital Arrangements 

To mitigate the impact of the COVID-19 Pandemic, all commercial banks (including regional 

rural banks, small finance banks, and local area banks), co-operative banks, all India financial 

institutions, and non-banking financial companies (including housing finance companies) are 

permitted to provide relief in payment of all Equated Monthly Installment (EMI) in respect of 

term loans, including agricultural term loans, retail term loans, and consumer term loans for the 

next three months, from 1st June 2020 to 31st August 2020. Such a debt with a leftover duration 

will be moved to the board for schedule repayment. During the moratorium period, the term 

loan's interest will continue to accumulate. 

The Reserve Bank of India decides to grant working capital services in the form of cash credit 

and overdraft. Commercial banks have decided to ease repayments for another three months, 

from June 1st to August 31st, 2020. On collection of interest was applied to all such instruments. 

Financial companies may, in their discretion, turn the accrued interest for the deferral period up 

to August 31, 2020, into a financed interest term loan (FITL) that must be repaid by March 31, 

2021. The banking system is under stress as a result of a substantial economic slump and firm 

closures. As a result of fundamental changes in banking policy and the financial sector. 

4.3 Working Capital Financing 

The Reserve Bank of India provides opportunities for repaying working capital loans in the 
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form of Cash Credit or to borrowers, hence reducing major bank burden.  

The RBI has said that the 'drawing power' would be recalculated by decreasing the working 

capital buffer till August 31, 2020. The Reserve Bank of India has made a temporary 

arrangement that will last till March 31, 2021. Based on the review of the working capital cycle, 

RBI will continue to examine the approval of working capital limits until March 31, 2021. The 

foregoing actions will be reliant on the financial institution determining that they are required 

due to the economic consequences from the COVID-19 pandemic. Furthermore, accounts 

granted relief under these guidelines will be subject to a further regulatory examination to 

determine their reasonability in light of the economic collapse as a result of the COVID-19 

epidemic. Banking institutions carried out their operations in accordance with the policies 

established by the Reserve Bank of India's board of governors. 

4.4 Asset Categorization 

 RBI chooses to turn accrued interest into funded Interest Term Loans and adjust the borrower's 

credit policy in order to overcome the COVID-19 crisis. The RBI is working on the settlement 

of bad loans as a precautionary preparation of standard beginning on June 7th, 2019 and will 

not end in an asset classification downgrading. In relation to accounts labelled standard on 

February 29, 2020, even if the COVID-19 Outbreak time has passed. Banking institutions 

would exclude the time duration outstanding given in connection of term loans from the 

number of days past due for the sake of asset classification under the Income Recognition and 

Asset Classification (IRAC) regulations. The asset categorization for such accounts will be 

determined based on amended due dates and repayment period. Likewise, in the case of 

working capital arrangements granted with cash credit/overdraft ("CC/OD"), where the profile 

is categorized as standard, including Special specified Account? 

4.5 Financial institutions shape the Contingency Plans standards 

The Financial firms offering COVID-19 coverage to customers in the event of an unexpected 

event. 

• Financial firms are easing borrowing terms for the general people. 

• Financial firms are collaborating on a data cooperation for trade finance. 

• Financial institutes offer non-financial services that are ready to use for Small 

Manufacturing Enterprises. 

• The Financial firms are developing a complete digital platform for client support. 

• Financial firms offer digital financing to customers in order to deliver better solution. 

• Financial firms are working on "cash delivery to your home." 

• The Financial firms are also revising its internal system. Migration to a cloud-based 



ISSN 2231-3842 (Print)  ISSN 2277-8691 (Online) 

 

INERNATIONAL JOURNAL OF APPLIED SCIENCE AND TECHNOLOGY VOLUME 8 ISSUE 1, SEPTEMBER 2021 

21 
 

system to provide employees network access. 

• By Handling Talent-Given job stability guarantee to staff 

5. Findings 

• The government takes the lead by releasing a Rs. 1.7 trillion assistance packages for the 

needy, which includes cash transfers and nutrition security. 

• Big corporate assistance packages are announced by financial institutions. 

• The government imposes emergency or severe measures to ensure economic survival. 

• The Indian government is upgrading its administrative infrastructure in order to more 

efficiently distribute the benefits of social programs. 

• The Indian government has expanded the autonomy of local governments in order to 

facilitate better management activities. 

• The government encourages people to borrow to key sectors. 

• The Reserve Bank of India offers a three-month moratorium on repayment of term loans. 

• The Reserve Bank of India relaxes asset classification criteria for public and private 

sector banks. 

• The RBI provides instructions for the establishment of operational limitations for 

customers for structural strengthening. 

• The Reserve Bank of India cut the REPO rate by 90 basis points. 

• The RBI lowered the REPO rate by another 2-3%. 

• The Reserve Bank of India maintained its REPO rate cut to near zero. 

• RBI is now working with 25000 caregivers. Long Term Repo Operation (LTRO) The 

Reserve Bank of India injects additional domestic liquidity via the dollar SWAPS LTRO. 

6. Conclusion 

Financial firms provide a suitable healthy atmosphere for employees as well as reskilling of 

staff on new procedures and ways of working (Singhal, Goyal & Singhal, 2021; Singhal, Goyal 

& Singhal, 2020). They are improving their customer-centric strategy through digital media. 

The RBI develops policies to ensure business continuity, and it works with partners to optimize 

processes and improve customer experiences. Sectors and client segments should be 

reprioritized based on growth and risk profile. As the scenario changes as a result of the 

COVID-19 pandemic, the government is encouraging people to create creative business models 

for the changing industry climate. Focusing on developing a strong digital ecosystem by 

employing cutting-edge technologies. 
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