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Introduction 

Yes Bank Limited is an Indian private sector bank headquartered in Mumbai, India. It offers wide range of banking and 
financial products for corporate and retail customers . Yes Bank provides Unified Payments Interface (UPI) services for a number of 
major companies, such as Airtel, Cleartrip, RedBus, and PhonePe among others. In January 2020, it was responsible for handling 514 
million UPI transactions out of the 1.31 billion made that month. 

 
In a rare case of Reserve Bank of India superseding the board of a commercial bank in recent history, the central bank has 

moved in to take charge of new generation private bank Yes Bank. Interestingly, the bank was set up by top-notch professionals. The 
last such move by the RBI to give a banking license to professional was when it gave a license to Global Trust Bank, which was 
eventually merged with Oriental Bank of Commerce over the bad governance issues. There are actually six reasons why the RBI 
superseded the board of Yes Bank. 

 
On March 5, the Reserve Bank of India announced that it was superseding the Yes Bank Board of Directors for a period of 30 

days “owing to serious deterioration in the financial position of the Bank”. But what created panic among the general public, and in 
particular the deposit holders in Yes Bank, was the RBI’s decision to cap withdrawals at Rs 50,000. The RBI said it had “no 
alternative but to” place the Bank under moratorium “in the absence of a credible revival plan, and in public interest and the interest of 
the bank’s depositors…” 
 

Between 2004, when it was launched, and 2015, Yes Bank was one of the buzziest banks. In 2015, UBS, a global financial 
services company, raised the first red flag about its asset quality. The UBS report stated that Yes Bank had loaned more than its net 
worth to companies that were unlikely to pay back. However, Yes Bank continued to extend loans to several big firms and became the 
fifth-largest private sector lender 
 
Deteriorating Financial Position 

The financial position of Yes Bank has undergone a steady decline over the last few years because of its inability to raise 
capital to address potential loan losses and resultant downgrades, triggering invocation of bond covenants by investors, and 
withdrawal of deposits. The bank was making losses and inadequate profits in the last four quarters 
 

Particulars  Mar-20 Mar-19 
Equity Share Capital 2,510.09 463.01 
Total Reserves and surplus  19,184.87 26,424.40 
Total shareholders fund  19,184.87 26,424.40 
Deposits 1,05,311.17 2,27,557.90 
Borrowings 1,13,790.50 1,08,424.11 
Other Liabilities and Provisions 17,035.53 17,990.19 
Total capital and liabilities  2,57,832.16 3,80,859.61 
ASSETS     
Cash and Balances with Reserve Bank of India 5,943.66 10,797.74 
Balances with Banks Money at Call and Short Notice 2,486.70 16,187.19 
Investments 43,747.80 89,328.53 
Advances 1,71,433.09 2,41,397.19 
Fixed Assetsp 1,023.38 829.89 
Other Assets 33,197.53 22,319.07 
Total Assets 2,57,832.16 3,80,859.61 
 Net NPA 8,623.78 4,484.85 

 
But, the type of firms and sectors to which Yes Bank was lending resulted in the start of the crisis. According to one estimate, 

as much as 25% of all Yes Bank loans were extended to Non-Banking Financial Companies, real estate firms, and the construction 
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sector. These were the three sectors of the Indian economy that have struggled the most over the past few years. As Charts 2 and 3 
show, Yes Bank was overexposed to these toxic assets. It was only a matter of time that non-performing assets (NPAs) started rising 
in Yes Bank. 

 
Governance Issues 

The bank has also experienced serious governance issues and practices in recent years which have led to a steady decline of 
the bank. Take, for instance, the bank under-reported NPAs to the tune of Rs 3,277 crore in 2018-19. That was prompted RBI to 
dispatch R Gandhi, a former Deputy Governor, to the board of the bank. 
 
False Assurance 

The Reserve Bank says that it was in constant touch with the bank's management to find ways to strengthen its balance sheet 
and liquidity. It says that the bank management had indicated to the Reserve Bank that it was in talks with various investors and they 
were likely to be successful. But in reality, there was no concrete proposal from investors to put the kind of money that the bank 
required to survive and grow. 
 
Non-serious Investors 

The bank was engaged with a few private equity firms for exploring opportunities to infuse capital as per the filing in stock 
exchange in February this year. "These investors did hold discussions with senior officials of the Reserve Bank but for various reasons 
eventually did not infuse any capital," says RBI. Clearly, it shows that the investors are not serious enough to put the capital into the 
bank. In fact, the size of capital would have given the new investor (s) a large stake where RBI's permission is a must. But, the type of 
firms and sectors to which Yes Bank was lending resulted in the start of the crisis. According to one estimate, as much as 25% of all 
Yes Bank loans were extended to Non-Banking Financial Companies, real estate firms, and the construction sector. These were the 
three sectors of the Indian economy that have struggled the most over the past few years. As Charts 2 and 3 show, Yes Bank was 
overexposed to these toxic assets. It was only a matter of time that non-performing assets (NPAs) started rising in Yes Bank. 

 
In fiscal year 2019, YES bank had gross non-performing assets to the value of almost 79 billion Indian rupees. This was a 

jump in the non-performing assets filed by the bank compared to the previous fiscal year's 26.27 billion rupees, indicating a difficult 
year for the bank. ICICI bank had the highest non-performing asset value across all private commercial banks in the country, followed 
by Axis Bank and HDFC Bank in the given time period.Still, as Chart 4 shows, Yes Bank’s NPAs were not as alarmingly high as 
some of the other banks in the country. But what made it more susceptible to bankruptcy was its inability to honestly recognise its 
NPAs — on three different occasions, the last being in November 2019, the RBI pulled it up for under-reporting NPAs — and 
adequately provide for such bad loans. Chart 5 shows how Yes Bank fared poorly on provision coverage ratio, which essentially maps 
the ability of a bank to deal with NPAs.While debtors failing to pay back was the central problem, what further compounded Yes 
Bank’s financial problems was the reaction of its depositors. As Yes Bank faltered on NPAs, its share price went down and public 
confidence in it fell. This reflected not only in depositors shying away from opening fresh accounts but also in massive withdrawals by 
existing depositors, who pulled out over Rs 18,000 crore between April and September last year. It is estimated that up to 20% more 
withdrawals could have happened between October and February. So essentially, Yes Bank lost out on capital (money) from both 
depositors and debtors. 
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