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SEBI TIGHTENS NORMS ON FINANCIAL INFLUENCERS, EASES RULES FOR DELISTING 

 
What is SEBI? 
 SEBI is a statutory body established on April 12, 1992 in accordance with the provisions of the 

Securi es and Exchange Board of India Act, 1992. 
 The basic func ons of the Securi es and Exchange Board of India is to protect the interests of 

investors in securi es and to promote and regulate the securi es market. 

What are the Powers and Functions of SEBI? 
 SEBI is a quasi-legisla ve and quasi-judicial body which can dra  regula ons, conduct inquiries, pass 

rulings and impose penal es. 
 It func ons to fulfill the requirements of three categories – 

 Issuers – By providing a marketplace in which the issuers can increase their finance. 
 Investors – By ensuring safety and supply of precise and accurate informa on. 
 Intermediaries – By enabling a compe ve professional market for intermediaries. 
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 By Securi es Laws (Amendment) Act, 2014, SEBI is now able to regulate any money pooling scheme 
worth Rs. 100 cr. or more and a ach assets in cases of non-compliance. 

 SEBI Chairman has the authority to order "search and seizure opera ons". SEBI board can also seek 
informa on, such as telephone call data records, from any persons or en es in respect to any 
securi es transac on being inves gated by it. 

 SEBI perform the func on of registra on and regula on of the working of venture capital funds and 
collec ve investment schemes including mutual funds. 

 It also works for promo ng and regula ng self-regulatory organiza ons and prohibi ng fraudulent 
and unfair trade prac ces rela ng to securi es markets 

Question: 
Q.1  With reference to the Securities and Exchange Board of India (SEBI), consider the following 

statements:  
1. It aims at regulating the securities market and safeguarding the interests of investors.  
2. SEBI is accountable to the Reserve Bank of India.  
3. It has judicial power in regulating the securities market.  
4. It was established on the recommendations of Rangarajan Committee.  
How many of the statements given above are correct?  
(a) Only one  
(b) Only two  
(c) Only three  
(d) All four 

Answer: (a) 
Notes:  
Explanation: 
 Statement 1 is correct. SEBI’s main objec ve is to regulate the securi es market and safeguard the 

interests of investors. It aims to maintain the stability of the securi es market, protect investors from 
fraudulent ac vi es, and ensure the smooth func oning of the market. 

 Statements 2, 3 and 4 are incorrect. SEBI reports to the finance minister and is accountable to the 
Parliament through the finance minister. The finance minister can issue direc ves to SEBI on ma ers 
of policy, which SEBI is required to follow. SEBI has quasi-legisla ve powers in regula ng the securi es 
market, which means that it can make rules and regula ons to implement the provisions of the 
Securi es Contracts (Regula on) Act, 1956, and the Securi es and Exchange Board of India Act, 1992. 
SEBI was established on the recommenda ons of the Narasimham Commi ee. 
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ECONOMY ROBUST DESPITE GLOBAL RISKS 

 
What is the Financial Stability Report? 
 Financial Stability Report is released by the RBI twice a year. 
 As the name suggests, details the state of financial stability in the country, and it is prepared a er 

taking into account the contribu ons from all financial sector regulators. 
 As part of the FSR, the RBI also conducts a Systemic Risk Survey (SRS), wherein it asks experts and 

market par cipants to assess the financial system on five different types of risks – Global, Financial, 
Macroeconomic, Ins tu onal, General. 

Significance: 
 Reading the FSR tells us how robust or vulnerable our financial system — especially our banking 

system — is to the changes in the economy. 
 As a corollary, it also tells us whether and to what extent will our banks and other lending ins tu ons 

(such as Non-Banking Finance Companies and Housing Finances Companies) be able to support 
future growth. 

 For instance, if the FSR reveals that the percentage of NPAs or bad loans in the banking system is high 
and also shows that the government fiscal deficit is also high then it means that not only will the 
banks struggle to func on effec vely (and fund future growth) but also that if banks were to falter 
then the government may find it tough to bail them out. 
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What is CRAR? 
 CRAR also known as Capital Adequacy Ra o (CAR) is the ra o of a bank’s capital to its risk. 
 CRAR is decided by central banks and bank regulators to prevent commercial banks from taking excess 

leverage and becoming insolvent in the process. 
 The Basel III norms s pulated a capital to risk-weighted assets of 8%. 
 In India, scheduled commercial banks are required to maintain a CAR of 9% while Indian public sector 

banks are emphasized to maintain a CAR of 12% as per RBI norms. 
 It is arrived at by dividing the capital of the bank with aggregated risk-weighted assets for credit risk, 

market risk, and opera onal risk. 
 RBI tracks CRAR of a bank to ensure that the bank can absorb a reasonable amount of loss and 

complies with statutory Capital requirements. 
 The higher the CRAR of a bank the be er capitalized it is. 

 
Ques on: 
Q.2  Consider the following statements: 

1.  Capital Adequacy Ra o (CAR) is the amount that banks have to maintain in the form of their funds to 
offset any loss that banks incur if the account-holders fail to repay dues. 

2.  CAR is decided by each scheduled commercial bank. 
Which of the statements given above is/are correct? 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

Answer: (a) 
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