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Dear PNBians,

I am pleased to present the special issue of
PNB Pratibha carrying the theme of “Risk
Management”. The business of banking involves
trust as bankers act as custodian of public money.
This confers on us a duty to be careful with our
actions and decision making. As a financial service
provider, knowledge of risks involved with our
business is necessary. Managing those risks in
the optimum manner is key to the success of our
institution.

Risk management requires informed decision
making through analyzing risks which arise through
various channels. Traditionally, areas affecting
capital requirement viz. Credit Risk, Market Risk
and Operational Risk were mostly in focus for risk
practitioners. However, last decade has seen rapid
increase in regulatory and institutional awareness
of liquidity risk and various non-financial risks such
as reputational risk, strategy risk, ESG risk, etc.

Accordingly, risk management functions have
continuously been strengthened in our Bank and
an independent two-tier structure of Zonal Risk
Management Cell at Zonal level and dedicated
division at Head Office level have been set up.
Further, various new initiatives have been taken
with respect to risk management, some of which
are presented below.

To simplify processes for end users and to improve
customer experience, TAT mandate for credit risk
rating has beenreduced to 7 days for fresh proposals,
cost-benefit analysis utility has been developed
and provided to all offices to allow concession in
rate of interest on advances against bank’s own
deposit and guidelines for obtainment of financial
statements in borrowal accounts has been revised
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wherein provisional statements are accepted in
some cases leveraging the concept of Unique
Document Identification Number (UDIN). Further,
separate unit/ residence/ office visit guidelines
have been introduced, confidential reporting has
been simplified, Quarterly Monitoring System
guidelines which were based on RBI guidelines
issued in 1991 have been aligned with the present
business dynamics and acknowledgement of
balance & security confirmation letter has been
further aligned with The Limitation Act to allow
more flexible options to be treated as Balance
Confirmation.

Bank’s Early Warning Signal (EWS) System,
PNB-Sajag, has been revamped with additional
functionalities of auto-generation of triggers,
closure mechanism for triggers and auto-escalation
of unattended triggers. Retail EWS has been
implemented wherein triggers serve as a tool to
prevent takeover as well as get a fresh business lead.

Scheme specific credit scoring models for PNB
Sampatti, PNB GST Express Loan, Co-lending
arrangement with LendingKart, Pre-approved
Personal Loan categories and risk underwriting
model for PNB Credit Card have been developed.

Some of the industry leading initiatives have
also been undertaken recently by IRMD, which
includes in-house generation of industry outlook
for more than 150 industries and establishment of
Market Intelligence Unit for gathering information
on large value accounts.

The above improvements in our risk management
processes and systems have been carried out to
make them more comprehensive, robust and easy
to operate. Since risks are inevitable, learning
to manage them is essential for better decision
making and ensuring long term viability of a
financial institution.

I hope that this special edition’s focus on risk
management will help in creating better awareness
amongst field functionaries about risks associated
with the business of banking and tools and
techniques available to manage them.

With best wishes,

Atul Kumar Goel
(Managing Director & CEO)
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Dear PNBians,

The release of a Risk Management special
issue of PNB Pratibha is an opportunity
to reflect on the changes going on around
us and to understand the risk component
associated with it.

Mastering risk landscape of one’s business
is the finest tool to maintain functional
growth and continuity. We have realized
the importance of the word ‘continuity’
as the threat posed by business continuity
risk became more evident during the
ongoing pandemic.

The age-old dictum of ‘no risk no
reward’ has never been truer than in the
context of the ultra-competitive reality
of razor-thin margins prevalent today.
I would emphasize that, managing risk
effectively is the fuel that drives the profit
engine of any modern day profit making
organization.

The  various non-financial  risks
manifesting themselves have shifted the
conversations from profit bottom-line
and capital adequacy to mostly towards
triple (sustainable — economic, social,
environmental) bottom-lines and business
continuity. Trade wars, geopolitical
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risk, cyber-security threats, climate
risk, pandemic risk and DEI (diversity,
equity and inclusiveness) concerns have
enhanced the mandates of risk managers.
My expectation from PNBians is to train
and prepare for these issues to keep
themselves and the organization above
the curve.

The new and sometimes nebulous topics
mentioned above, do not preclude us from
assigning importance to the conventional
and well understood risk channels of
Credit Risk, Market Risk, Operational
Riskand Liquidity Risk. Various statistical
concepts, modelling techniques and
bespoke algorithms are being developed
by academia and businesses around the
world to solve various risk problems,
including fraud prevention. We should
create a culture to participate in such a
knowledge economy and leverage on all
the collective intellect to create a state of
the art risk management solutions for the
Bank, which befits our vision of making
ourselves the best bank of India.

A corporation’s risk culture is the sum
total of the attitudes, behaviours and
understanding about risk. I hope that
this PNB Pratibha issue dedicated to
risk management topics will be valuable
in understanding of risk management
concepts and their importance in banking
business.

Stay safe and best wishes,

Sanjay Kumar

(Executive Director)
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