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Central Dilemma Capital Deployment Under Residual Credit Risk: Grow Fast or Heal First?

90 Minutes (15 min prep + 75 min discussion)

R. Subramaniakumar, MD & CEO, RBL Bank; Board of RBL Bank Limited

PROLOGUE: THE STORM AHEAD

Mumbai, April 2026. The ink was barely dry on the Reserve
Bank of India’s approval letter — a historic clearance permitting
Emirates NBD to acquire up to 74% of RBL Bank — when the
first warning signal arrived. In its Q3 FY26 earnings call on
January 17, 2026, Subramaniakumar had spoken carefully,
almost clinically, about the bank’s credit card portfolio:
slippages from that segment — the most profitable but most
volatile piece of RBL’s retail book — would “normalise” only
by September 2026. Microfinance provisioning, he added,
would run at 100% on impaired legacy accounts “through a
twelve-month cycle.”

The market had processed those words with relative equanimity
in January. But that was before USD 3 billion of fresh capital
was formally cleared. Now, with that capital on the brink of
landing on RBL Bank's balance sheet, the calculus had changed
in a dangerous way. The very instrument meant to cure the
bank’s competitive weakness — a massive infusion of
sovereign-backed capital — was also the instrument most likely
to tempt its leadership into repeating the strategic error that had
made the capital necessary in the first place.

History offered an unambiguous warning. In the decade between
2012 and 2022, RBL Bank had grown at a CAGR exceeding
30% in advances, building a credit card franchise, microfinance
book, and MSME portfolio at a pace that outran its risk

management architecture. The result was a gross NPA ratio that touched 4.4% in FY22, a sudden
management transition that briefly triggered depositor anxiety, and three years of painful balance-sheet
remediation. The wounds were healing, but they had not yet healed. And now, just as the scar tissue was
forming, USD 3 billion was arriving. The pressure to deploy it — quickly, visibly, profitably — would be

€normous.
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This is the dilemma that defines the post-acquisition era for RBL Bank, and the question at the heart of this
case: in the window between capital arrival and full asset-quality normalisation, should a recovering bank
grow aggressively or heal methodically — and what happens if it gets that choice wrong?

SYNOPSIS

In October 2025, RBL Bank’s board approved a landmark transaction: Emirates NBD — the Dubai
government-linked banking group and one of the Middle East’s largest financial institutions — would
acquire approximately 60% of the Indian private-sector lender for USD 3 billion. By April 2026, having
cleared the RBI, Competition Commission of India, and the Central Bank of UAE, the deal stood at the
cusp of completion. For R. Subramaniakumar, RBL Bank’s MD & CEO, the strategic question had shifted:
not whether the deal would happen, but how the bank should deploy the transformational capital it was
about to receive. With residual stress in its credit card and microfinance portfolios, and with Emirates
NBD’s return expectations already being priced into analyst models, Subramaniakumar faced a decision
that would define RBL Bank’s trajectory for a decade — and whose wrong answer could trigger a second
asset-quality cycle just as damaging as the first.

1 THE ROAD TRAVELLED: FROM COMMUNITY LENDER TO NATIONAL AMBITION

Ratnakar Bank, as it was known until 2014, was incorporated in 1943 in Kolhapur, Maharashtra, as a
community banking institution serving local traders and merchants. For six decades, it stayed close to its
roots: small, conservative, and deeply local. Then, around 2010, under the transformative leadership of
Vishwavir Ahuja, a veteran of Bank of America and Deutsche Bank, the institution embarked on an
aggressive national expansion.

The new RBL Bank built a credit card franchise, partnered with fintech companies to extend embedded
credit, built an MSME lending book, and positioned itself as a digitally savvy challenger to established
private banks. The bank’s loan book grew at a CAGR exceeding 30% between 2012 and 2020. Its presence
expanded from 100 branches to over 500. Its stock, listed in 2016, was a darling of institutional investors
who saw in it the blueprint of the ‘next HDFC Bank.’

But growth had come with hidden costs. By FY21-22, the cracks in the credit card and microfinance
portfolios began to show. Gross NPAs peaked at approximately 4.4% in FY22. A sudden management
transition in late 2021 — when Ahuja stepped down and the RBI appointed Subramaniakumar as an
administrator — sent shockwaves through the market and briefly caused a run-like situation as depositors
queued at branches. Though the RBI quickly clarified the bank was solvent, the reputational damage took
years to repair.

By the time Subramaniakumar settled into his elected CEO role, RBL Bank faced a three-pronged challenge:
restoring depositor confidence, cleaning up the legacy stressed book, and reigniting growth. The first two
tasks consumed FY22-24. By FY25-26, the third was becoming possible — but capital was the constraint.
The bank’s capital adequacy ratio, while adequate at 14.94% as of December 2025, was not the fortress that
an ambitious growth agenda required.

Exhibit 1 | RBL Bank — Financial Snapshot, Q3 FY26 (December 31, 2025)

Metric Q3 FY25 Q3 FY26 Change
Net Profit X Crore) 33 214 +555% YoY
Net Interest Income X 1,578 1,657 +5% YoY
Crore)
Net Interest Margin (%) 4.51% 4.63% +12 bps
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Gross NPA Ratio (%) 2.92% 1.88% 1 104 bps
Net NPA Ratio (%) 0.53% 0.55% +2 bps
Capital Adequacy Ratio (%) 14.86% 14.94% +8 bps

Net Advances (X Crore) 90,424 1,03,086 +14% YoY
Total Deposits (X Crore) 1,06,897 1,19,721 +12% YoY
Return on Assets (RoA) 0.09% 0.55% Improving
Provision Coverage Ratio ~72% 93.2% Significantly up

Source: RBL Bank Q3 FY26 Investor Presentation, January 17, 2026, BSE/NSE Exchange Filings.

2 THE DEAL: STRUCTURE & REGULATORY PATHWAY

The transaction was engineered carefully to navigate India’s complex, multi-layered regulatory architecture
for foreign bank ownership. At its heart was a preferential equity issuance: RBL Bank would issue new
shares to Emirates NBD at 3280 per share, aggregating 326,853 crore, giving the Dubai lender
approximately 60% of the bank’s expanded equity capital. Critically, because these were fresh shares, every
rupee would flow into RBL Bank’s own reserves — not to selling shareholders.

The RBI’s April 1, 2026 approval permitted Emirates NBD to hold up to 74% of RBL Bank’s paid-up
capital, while capping its voting rights at 26% — a deliberate regulatory design to allow large-scale foreign
capital infusion while retaining distributed governance. The transaction would reclassify RBL Bank as a
foreign bank subsidiary under the WOS (Wholly Owned Subsidiary) framework, the highest-oversight
category for foreign banks in India.

Exhibit 2 | Regulatory Approval Timeline

Date Milestone Key Details
October 18, Deal Announced Preferential issue at I280/share; ~60% stake
2025 ¢ ounce for USD 3 bn
December Shareholder Approval RBL .Bank shareholders approve capital
2025 infusion
January 20, CCI Clearance Compe.t.ltlon Commission of India clears
2026 acquisition
February Emirates NBD AGM Emirates NBD shareholders approve India
2026 branch merger
March 24, UAE Central Bank Approval Central Ba.nl.< .of UAE approves majority
2026 stake acquisition
0 . 1 0/ .

April 1,2026  RBI Approval Up to 74%; s.take, voting cap at 26%; WOS

reclassification
Post April Pending — required for stake above 49%
2026 Gol Approval under approval route

Emirates NBD’s 3 India branches to merge
into RBL Bank

Source: RBL Bank BSE/NSE Exchange Filings, RBI Communication, April 1, 2026, Business Standard.

Within 1 year Branch Amalgamation
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3 THE CENTRAL DILEMMA: GROW FAST OR HEAL FIRST?

Of the several strategic tensions the acquisition creates, one dominates all others in its immediacy and its
capacity for irreversible harm: the capital deployment dilemma. With USD 3 billion arriving on its balance
sheet, RBL Bank’s CET1 ratio — already at 13.45% as of December 2025 — would surge to levels that
could comfortably sustain a 20-25% loan CAGR for three to four years without further capital raises. The
question is not whether to deploy the capital — idle capital earns nothing and attracts analyst criticism. The
question is when, how fast, and into which segments.

3.1 The Case for Aggressive Deployment

Emirates NBD did not pay USD 3 billion for a sleepy Indian bank. Its strategic rationale — built on India’s
expanding middle class, the India-UAE CEPA corridor, and cross-border NRI banking — requires RBL
Bank to grow. Group-level return expectations from Emirates NBD’s own shareholders will put pressure
on RBL’s management to demonstrate ROA improvement toward peer benchmarks quickly. HDFC Bank’s
ROA stands at approximately 2.1%; ICICI Bank’s at approximately 2.4%; RBL Bank’s own Q3 FY26 ROA
was 0.55%. Closing that gap requires deploying capital into higher-yielding lending — specifically,
unsecured retail loans, credit cards, and MSME lending.

Proponents of aggressive deployment argue that RBL Bank cannot afford to cede market share to HDFC
Bank, ICICI Bank, Kotak Mahindra Bank, and Axis Bank during a window when all those competitors are
also growing. The Indian credit market’s secular growth story will not wait. Sitting on idle capital during a
period of credit expansion means permanently conceding territory in the retail lending market.

3.2 The Case for Methodical Healing

Subramaniakumar himself delivered the counterargument, implicitly, in RBL Bank’s Q3 FY26 earnings
call. Credit card stress would persist through at least September 2026. Microfinance provisioning was
running at 100% on impaired legacy accounts through a twelve-month cycle. These were not small footnotes
— credit cards and microfinance together represent a meaningful share of RBL Bank’s retail portfolio.

The disciplined view holds that capital deployed into high-yield unsecured segments before the existing
stressed book fully clears is not growth — it is risk stacking. Every banking crisis in history has featured
exactly this moment: a fresh capital injection used simultaneously to provision old losses and fund new risk,
with the new risk eventually producing the next wave of NPAs. The optimal deployment sequence would
— in this view — prioritise secured retail lending (home loans, vehicle finance, gold loans), which showed
24% YoY growth with low NPA risk, and wholesale banking, where net slippages were already negative
(i.e., recoveries exceeded new slippages), while maintaining a structured moratorium on material new
unsecured exposure until the credit card and microfinance books normalise fully.

Exhibit 3 | RBL Bank — Loan Portfolio & Asset Quality, Q3 FY26

Portfolio Segment Advances (R Crore) Key Stress Indicators
Total Net Advances 1,03,086 GNPA: 1.88% | Net NPA: 0.55%
1 0
bRgfil)l Advances (59% of 60,611 Grew 10% YoY; secured retail up 24% YoY
X?;l;: i) Commmoroe! 42,475 Grew 21% YoY; net slippages negative
()
Credit Cards Part of retail Elevated slippages; expected to normalise by
Sept FY27
) 0 C
Microfinance (MFT) Part of retail Legacy stress; 100% provisioning in
progress
Secured Retail (Home, Part of retail Strong growth 24% YoY; lower NPA risk

Vehicle, Gold)
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Granular Deposits (< %3

61,632 Grew 15% YoY — stable funding base
Crore)

Source: RBL Bank Q3 FY26 Investor Presentation;, Q3 FY26 Earnings Call Transcript, January 17, 2026.

4 GOVERNANCE, AUTONOMY, AND THE COST OF CAPITAL

The capital deployment dilemma cannot be considered in isolation from the governance structure that the
acquisition installs. Under the post-acquisition framework, Emirates NBD will nominate 50% of all non-
independent directors, including executive directors, so long as its holding remains above 50%. This means
that capital deployment decisions — credit risk appetite, product mix, geographic expansion, technology
investment — will effectively require the acquirer’s alignment.

The risk is not that Emirates NBD will make bad decisions; its track record in managing complex
international subsidiaries is credible. The risk is that decisions will be optimised for group-level return
targets or GCC-centric strategic worldviews, rather than for the nuanced realities of India’s mass retail
banking market. A GCC-trained credit underwriter, accustomed to low consumer credit loss rates, high
collateral values, and relatively homogeneous borrower behaviour, may underestimate the tail risk
embedded in RBL Bank’s unsecured retail and microfinance segments — or conversely, may push for
deployment into those segments precisely because their headline yields are attractive relative to secured
lending.

“We enter 2026 with considerable strength and confidence. Internationally, we will
accelerate development, with a focus on strengthening our strategic investments in India.”
— Sheikh Ahmed bin Saeed Al Maktoum, Chairman, Emirates NBD Group, February 2026

Subramaniakumar’s challenge is to build governance mechanisms that preserve RBL Bank’s institutional
knowledge of the Indian credit market — knowledge that is the bank’s most irreplaceable asset — while
meeting the legitimate expectations of a majority shareholder that has committed USD 3 billion to the
institution’s future.

5 THE INDIA-UAE CORRIDOR: OPPORTUNITY AS PRESSURE

Emirates NBD’s strategic pitch for the deal rested substantially on CEPA-driven cross-border banking
synergies: NRI deposits, trade finance for India-UAE bilateral trade (which exceeded USD 85 billion in
FY25), wealth management for the Indian diaspora of approximately 3.5 million in the UAE, and remittance
flows exceeding USD 15 billion annually from the UAE to India. These are genuine revenue opportunities
— but they require specific product investment, regulatory approvals, and joint go-to-market mechanisms
that do not exist yet.

The risk is that the pressure to demonstrate early corridor synergies — visible to Emirates NBD’s own
board, which approved the deal partly on the strength of this narrative — could pull RBL Bank’s
management attention and capital allocation toward building cross-border products, potentially at the cost
of the slower, more methodical domestic retail franchise consolidation that the healing-first scenario
demands. The corridor opportunity is real; the question is whether Year One is the right moment to pursue
it aggressively, or whether the domestic balance-sheet repair must come first.

6 WHAT SUBRAMANIAKUMAR MUST DECIDE

As RBL Bank awaited the final Government of India approval in April 2026, Subramaniakumar knew the
window for clear-headed strategic planning was closing. Once the deal formally closed, the pace of
integration demands, regulatory reporting obligations, investor expectations, and board-level governance
changes would accelerate sharply. Three decisions, in particular, could not be deferred:
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1. Capital Deployment Framework: Should the bank immediately pursue aggressive loan growth in
high-yield segments to deliver ROA improvement, or implement a structured two-year moratorium
on material new unsecured exposure while the existing stressed book clears? The former would
satisfy Emirates NBD’s return expectations sooner; the latter would reduce the risk of a second
asset quality cycle.

2. Talent and Leadership Architecture: Several senior RBL Bank executives had built their careers
under an entrepreneurial, Indian-owned institution. The governance shift to a majority-foreign-
owned WOS will require new reporting lines and Emirates NBD nominees at the executive director
level. How should Subramaniakumar retain the people who know India’s credit market — who are,
in many ways, the bank’s most irreplaceable asset?

3. The Corridor Agenda: Who will own the India-UAE synergy agenda? What does success look
like in Year One, Year Three, Year Five? And does pursuing it aggressively in Year One
compromise the capital discipline required by the healing-first thesis?

“RBL Bank aims to enter the top-five league.” — Financial Express, November 2025

As Subramaniakumar reviewed the integration workstreams on his desk in April 2026, one thought
anchored everything: the capital had arrived. Now the real work — and the real risk — would begin.

7 LEARNING OBJECTIVES (BLOOM’S TAXONOMY)

This case is designed to develop competencies across all six levels of Bloom’s Revised Taxonomy. By the
end of the session, participants should demonstrate the following outcomes:

Level Cognitive Skill Learning Objective

Identify the key financial metrics of RBL Bank as of Q3 FY26 (GNPA,

1 Recall & ROA, CAR, NIM) and state the regulatory conditions of the Emirates
Identify NBD acquisition (voting cap, WOS classification, board governance
rules).
. Explain why the preferential allotment structure was chosen over a
Explain & . o 0
2 Interpret secondat:y market purchas.e, and 19terpret the significance of the 74%
ownership / 26% voting-rights split for bank governance.
Apply the CAMEL framework (Capital, Asset Quality, Management,
3 Use & Earnings, Liquidity) to evaluate RBL Bank’s current health, and use the
Implement Capital Adequacy (Basel I1I) framework to model the post-infusion
capital position under alternative deployment scenarios.
Analyse the trade-off between aggressive capital deployment (high
4 Break Down & = short-term ROA, elevated NPA risk) and methodical healing (lower
Differentiate short-term ROA, lower second-cycle risk) using RBL Bank’s loan
portfolio segmentation data from Exhibit 3.
Evaluate the adequacy of the RBI’s WOS governance framework as a
5 Judge & mechanism to protect Indian retail banking customers under majority
Critique foreign ownership; critique the assumptions underlying Emirates NBD’s
corridor-synergy thesis.
Design a 24-month capital deployment roadmap for RBL Bank that
6 Design & specifies lending-segment sequencing, NPA trigger points, and corridor-
Formulate product investment timing; defend the design using quantitative

benchmarks and risk management theory.

© 2026 The . Published by . Website: https://ijcope.org/ 6


https://ijcope.org/

International Journal of Creative and Open Research in Engineering and Management
ISSN: 3108-1754 (Online) %] .
Volume 02 Issue 05 May-2026 | Impact Factor: 3.5  ~{yymedd

8 DISCUSSION QUESTIONS

All questions are anchored to the central dilemma of capital deployment under residual credit risk.

Section A — Situation Analysis

Q1. Was the Emirates NBD acquisition a sign of RBL Bank’s strength or its vulnerability?

Use the financial data in Exhibit 1 to support your argument. Consider: Can a bank with a 555% profit jump
and improving NPAs still be described as ‘distressed’? What does the ROA of 0.55% tell you about the
earnings quality challenge ahead?

Q2. Why did Emirates NBD choose a preferential allotment structure rather than a secondary
market purchase?

What are the implications of this choice for RBL Bank’s balance sheet and for the capital deployment
dilemma? Where does the money actually go, and who benefits?

Q3. The RBI approved 74% ownership for Emirates NBD but capped voting rights at 26%. Is this
a workable governance structure?

What conflicts might arise from the split between economic ownership and voting control, specifically in
the context of capital deployment decisions? Who has the real power to determine the bank’s credit risk
appetite?

Section B— The Central Dilemma

Q4. Design a 24-month capital deployment roadmap for RBL Bank post-acquisition.

Specify which lending segments should receive capital in what sequence, and what NPA or provision
coverage benchmarks must be achieved before the next tranche of growth is unlocked. Use the segmentation
data in Exhibit 3. Explain which segments carry the highest residual stress and which are showing quality
improvement.

Q5. What governance mechanisms should Subramaniakumar put in place to ensure that Emirates
NBD’s group-level return expectations do not override RBL Bank’s credit risk discipline during the
deployment period?

Be specific: board committee structures, credit risk appetite statement, escalation thresholds, independent
risk function design.

Q6. If RBL Bank’s Q1 FY27 results (July 2026) show that credit card slippages have not
normalised as management guided, what actions should Subramaniakumar take to manage investor
confidence? What should he not do?

Distinguish between actions that build long-term franchise value and actions that are merely cosmetic
confidence management.
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Section C — Decision Making

Q7. You are advising Subramaniakumar on the 100-day post-closing integration plan.

Draft the five most important priorities, ranked in order, with a one-paragraph rationale for each. At least
two priorities must address the capital deployment dilemma explicitly.

Q8. The India-UAE CEPA corridor is central to Emirates NBD’s strategic thesis.

Identify three specific banking products or services where the combined platform has a genuine competitive
advantage. For each, describe how you would capture that opportunity in FY27 — and whether doing so is
consistent with or in tension with the healing-first capital deployment philosophy.

Section D — Broader Implications

Q9. This deal has been described as ‘precedent-setting’ for Indian banking. Do you agree?

Should India’s RBI open the door wider to majority foreign ownership of domestic private banks? What
safeguards are essential if it does?

Q10. RBL Bank has publicly aspired to join India’s top-five private-sector banks within five years.

Is this a realistic goal given the capital infusion from Emirates NBD? Map out the growth trajectory required
in terms of advances CAGR, ROA improvement, and market share gain. What is the single most likely
point of failure?

TEACHING NOTE

TN-1 COURSE PLACEMENT & SESSION DESIGN

This case is suited to MBA, PGDM, or Executive Education programmes in Banking & Financial
Institutions Management, International Business Strategy, or Corporate Finance. It is designed for a 75-90
minute session (15 minutes of pre-class reading, 75 minutes in-class discussion).

The central teaching purpose is to confront participants with the ‘capital deployment trap’ — the well-
documented tendency of newly capitalised banks to deploy too fast into high-yield segments that have not
yet been de-risked, producing a second credit cycle. The RBL Bank case makes this trap vivid and concrete,
because the financial data in Exhibit 3 clearly flags which segments carry residual stress.

Suggested Role-Play Structure

*  Group 1 — RBL Bank’s board and management: Defend the healing-first capital deployment
thesis.

*  Group 2 — Emirates NBD’s group strategy team: Press for accelerated ROA improvement and
corridor revenue capture.

*  Group 3 — RBI regulatory panel: Evaluate whether the proposed deployment plan is consistent
with prudential norms and the WOS governance framework.

*  Group 4 — Minority public shareholders of RBL Bank: Assess whether the open offer at
%280/share is attractive given the deployment risk.
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TN-2 QUESTION-BY-QUESTION TEACHING NOTES WITH FRAMEWORKS

Q1 — Strength or Vulnerability? — Framework: CAMEL Analysis

This question anchors financial analysis to the central dilemma. Participants should be pushed beyond
binary labels.

Theoretical Framework: CAMEL Analysis (Capital Adequacy, Asset Quality, Management Quality,
Earnings, Liquidity) — the standard multi-dimensional bank health diagnostic used by central banks
globally.

* Capital (C): CAR at 14.94% is adequate but not fortress-level. Post-infusion CET1 would surge
dramatically — strength.

* Asset Quality (A): GNPA declining (2.92% — 1.88%) and PCR at 93.2% signal genuine
remediation — but residual stress in cards and MFI remains — guarded strength.

* Management (M): The management transition history is a vulnerability. Subramaniakumar’s
credibility is building but not yet fully established.

* Earnings (E): ROA at 0.55% versus HDFC Bank’s 2.1% is the most important vulnerability. The
555% net profit jump is real but from a low base.

* Liquidity (L): Granular deposits grew 15% YoY — stable funding base — strength.

Key teaching point: The deal was necessary precisely because the E (Earnings) dimension was too weak for
RBL to access domestic capital markets on favourable terms. The bank was not in distress, but it was not
strong enough to fund an ambitious growth agenda independently. This is a structurally important
distinction.

Q2 — Preferential Allotment vs. Secondary Purchase — Framework: Capital Structure Theory &
Signalling Theory

Theoretical Framework: Myers & Majluf (1984) Pecking Order Theory + Signalling Theory.

The preferential allotment ensures all USD 3 billion flows into RBL Bank’s own equity — directly
strengthening its balance sheet. A secondary market purchase would have transferred money to selling
shareholders, leaving the bank’s capital position unchanged. Under Myers & Majluf’s adverse selection
framework, a sophisticated buyer chooses to inject capital directly when it believes the target’s assets are
undervalued and that the internal deployment of capital will generate returns above the cost of capital.

Signalling Theory (Spence, 1973) adds a further dimension: the preferential allotment signals that Emirates
NBD is committing to the bank’s balance-sheet strength, not merely acquiring financial exposure. This is
the ‘positive signal in a polished suit’ that the optimistic market narrative rests on. The teaching challenge
is to distinguish the structural signal from the deployment risk that remains: the capital’s arrival does not
resolve the question of how it should be used.

Q3 — Governance Dilemma: 74% Ownership / 26% Votes — Framework: Agency Theory &
Stakeholder Theory

Theoretical Frameworks: Jensen & Meckling (1976) Agency Theory; Freeman (1984) Stakeholder
Theory; Cadbury (1992) Corporate Governance Principles.

The voting cap creates a structural agency problem. Emirates NBD, as the economic owner bearing 74% of
the downside risk, has only 26% of the formal voting power. This misalignment can create perverse
incentives in two directions: (a) Emirates NBD may use its board nomination rights (50% of non-
independent directors) to exercise informal influence over decisions that formal voting would not permit;
(b) independent directors, technically in the majority on votes, may be insufficiently equipped to challenge
a majority shareholder with global banking expertise and deep strategic conviction.
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The Stakeholder Theory dimension is equally important: RBL Bank’s obligations extend to retail
depositors, MSME borrowers, minority shareholders, and the Indian regulatory state — not only to its new
controlling shareholder. The governance framework must be designed to make these obligations durable
and enforceable even when Emirates NBD’s group strategy team is pressing for deployment speed.

Teaching point: Ask participants to draft a ‘governance safeguard charter’ that specifies which credit risk
decisions require independent director approval, what the escalation pathway to the RBI would be in a
governance dispute, and how the bank’s Chief Risk Officer’s independence would be structurally protected.

Q4 — 24-Month Capital Deployment Roadmap — Framework: Basel III Capital Planning + Risk-
Return Optimisation

Theoretical Frameworks: Basel III Capital Adequacy Framework (BIS, 2010); Markowitz Portfolio
Theory (1952); Credit Cycle Theory (Minsky, 1977).

This is the case’s analytical centrepiece. Participants should construct a two-phase roadmap:

Phase 1 (Months 1-12): Healing Priority. Capital allocated primarily to secured retail (home, vehicle,
gold — already growing at 24% YoY with low NPA risk) and wholesale banking (net slippages already
negative). No material new unsecured retail exposure. Credit card and MFI portfolios in rundown/provision
mode. NPA trigger: GNPA must reach <1.5% and PCR must remain >90% before Phase 2 begins.

Phase 2 (Months 13-24): Selective Growth. Graduated re-entry into credit cards (with tightened
underwriting — minimum credit score, reduced credit limit at origination, mandatory digital income
verification). MSME lending growth, prioritising supply-chain finance linked to Emirates NBD’s existing
corporate relationships. Corridor products (NRI deposits, trade finance) activated in Q3 of Year 1 as a
parallel track, since they carry low credit risk and high strategic value.

Minsky’s Credit Cycle Theory provides the cautionary theoretical anchor: the most dangerous moment in a
credit cycle is the period of ‘displacement’ — when fresh capital, optimism, and competitive pressure
combine to encourage excessive risk-taking. RBL Bank is at exactly this inflection point in April 2026.

Q5 — Governance Mechanisms for Capital Discipline — Framework: Enterprise Risk
Management (COSQO)

Theoretical Framework: COSO Enterprise Risk Management Integrated Framework (2017); Three
Lines of Defence Model (I1A, 2020).

Participants should be guided to design governance mechanisms across the Three Lines of Defence:

» First Line (Business Units): Credit risk appetite statement with hard limits on unsecured retail
growth rates by quarter. Automatic escalation to board credit committee if slippage ratios exceed
pre-defined thresholds.

* Second Line (Risk Management Function): A Chief Risk Officer reporting independently to the
board (not to the CEO), with veto rights over portfolio limit breaches. The CRO appointment and
removal must require independent director approval — not merely Emirates NBD nominee
consent.

*  Third Line (Internal Audit): Quarterly portfolio deep-dives on credit card and MFI segments, with
results reported directly to the Audit Committee. The Audit Committee must be chaired by an
independent director.

COSO’s ERM framework adds the important concept of ‘risk culture’: formal governance mechanisms are
insufficient if the organisational culture rewards growth velocity over credit discipline. Subramaniakumar’s
most important symbolic acts in the first 100 days will be the personnel decisions he makes in the credit
risk function — retaining or promoting risk officers who resisted the pre-2022 credit expansion, rather than
those who drove it.
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Q6 — Managing Investor Confidence Under Adverse Signals — Framework: Signalling Theory &
Voluntary Disclosure Theory

Theoretical Frameworks: Spence (1973) Signalling Theory; Verrecchia (1983) Voluntary Disclosure
Theory; Skinner (1994) on Pre-emptive Voluntary Disclosure.

If Q1 FY27 results show that credit card slippages have not normalised, Subramaniakumar should:

* Do: Proactively issue granular portfolio data before the formal results date, with a quantified
updated timeline for normalisation (Verrecchia’s voluntary disclosure — early honest disclosure
reduces information asymmetry and preserves credibility).

* Do: Tie the disclosure to the capital deployment roadmap — show the market that the healing-
first thesis is being applied, that unsecured growth has been deliberately constrained, and that the
provisioning cycle will produce a clean base.

* Do Not: Downplay the slippage data, attribute it entirely to macro conditions, or repeat optimistic
guidance without quantitative underpinning (Skinner’s research shows that optimistic forward
guidance that subsequently fails destroys significantly more credibility than pre-emptive cautious
disclosure).

* Do Not: Use the capital infusion to write off the impaired accounts aggressively to ‘clean up’ the
balance sheet in a single quarter — this is the most dangerous cosmetic signal, as it delays but
does not resolve the underlying credit culture problem.

Q7 — 100-Day Integration Priorities — Framework: Organisational Change Theory & Integration
Management

Theoretical Frameworks: Kotter (1996) Eight-Step Change Model; Haspeslagh & Jemison (1991)
Acquisition Integration Framework.

Using Haspeslagh & Jemison’s framework, which distinguishes between ‘preservation’ (maintain target’s
independence), ‘absorption’ (full integration), and ‘symbiosis’ (selective integration), RBL Bank’s optimal
posture in the first 100 days is symbiotic: preserve India-specific credit culture, management autonomy,
and customer-facing brand identity, while selectively absorbing Emirates NBD’s international product
capabilities, risk governance standards, and cross-border client relationships.

The five priorities, in ranked order, should be: (1) Establish and communicate the credit risk governance
architecture — CRO independence, board committee structure, credit appetite statement; (2) Publish the
capital deployment roadmap with explicit NPA triggers — commit to the healing-first thesis publicly; (3)
Retain key Indian retail credit talent — identify the 20-30 individuals who are the institutional memory of
India’s retail credit market and structure retention packages; (4) Integrate Emirates NBD’s three India
branches operationally into RBL Bank’s technology and credit systems; (5) Launch the corridor product
pilot — NRI deposits and trade finance — on a controlled basis to demonstrate synergy traction without
capital risk.

Q8 — Corridor Opportunity vs. Deployment Discipline — Framework: Blue Ocean Strategy &
Competitive Advantage Theory

Theoretical Frameworks: Kim & Mauborgne (2004) Blue Ocean Strategy; Porter (1985) Competitive
Advantage; Resource-Based View (Barney, 1991).

The three corridor products with genuine competitive advantage are: (1) NRI Fixed Deposits — RBL Bank
can offer GCC-resident Indians a trusted Indian bank deposit product with higher rates than UAE bank
savings accounts, backed by DICGC insurance, serviced through a UAE-facing digital interface; (2) Trade
Finance for India-UAE bilateral trade — the combined institution can offer end-to-end letters of credit,
invoice discounting, and supply-chain finance for the USD 85 billion bilateral trade corridor, with
relationship presence on both sides; (3) Wealth Management for High-Net-Worth Indian Diaspora —
portfolio management and India-market investment products for the estimated 350,000 high-net-worth
Indians in the UAE.
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The critical teaching point for this question is that corridor products are the one area where the healing-first
and growth-now theses are not in conflict. Corridor products carry low credit risk (NRI deposits are a
liability product; trade finance is short-duration, self-liquidating, and collateralised by trade documents),
generate fee and NIM income without balance sheet stress, and deliver the visible synergy traction that
Emirates NBD’s board needs to see. This is where Year One growth energy should be directed.

Q9 — India’s Foreign Bank Ownership Policy — Framework: Institutional Theory & Political
Economy of Finance

Theoretical Frameworks: DiMaggio & Powell (1983) Institutional Theory; Rajan & Zingales (2003)
Political Economy of Financial Development.

Participants should construct both sides of the regulatory debate. The case for wider opening: foreign capital
deepens the equity base of Indian banks, introduces global risk management standards, and creates
competition that improves efficiency. The RBL-Emirates NBD deal is evidence that the existing framework
can accommodate these benefits within robust regulatory constraints (WOS, voting cap, FIPB approval,
RBI oversight). The case against wider opening: majority foreign ownership creates the risk of capital
allocation decisions being driven by GCC or global strategic priorities rather than Indian retail and MSME
credit needs; the voting cap is an imperfect protection; and the precedent of a sovereign wealth fund-linked
entity controlling a large deposit-taking institution raises financial stability questions that India’s
institutional framework has not yet fully answered.

Q10 — Top-Five Aspiration — Framework: Strategic Planning & Balanced Scorecard

Theoretical Frameworks: Kaplan & Norton (1992) Balanced Scorecard; Andrews (1971) SWOT-
Based Strategic Planning.

The top-five aspiration requires RBL Bank to grow net advances from approximately 31,03,086 crore (Q3
FY26) to approximately %4,00,000-5,00,000 crore within five years — implying a 30—40% advances
CAGR. Simultaneously, ROA must improve from 0.55% to above 1.5% for the growth to be sustainable
and credible to capital markets. The Balanced Scorecard framework suggests that four perspectives must
align: Financial (ROA, ROE, NIM), Customer (NRI deposits, MSME franchise, retail loan market share),
Internal Process (credit underwriting quality, digital banking capability, corridor product delivery), and
Learning & Growth (talent retention, governance architecture, technology infrastructure).

The single most likely point of failure: a second NPA cycle in the credit card portfolio, triggered by
deploying the Emirates NBD capital into high-yield unsecured retail too quickly. If credit card slippages do
not normalise by September 2026 as guided — and fresh unsecured origination has already begun — RBL
Bank could find itself in the worst of both worlds: old provisioning still running and new slippages
beginning simultaneously. This is the scenario that makes the healing-first capital deployment framework
not just prudent, but existentially important.

10 FUTURE DIRECTIONS

The Emirates NBD-RBL Bank transaction opens a set of strategic trajectories that will unfold over the
remainder of this decade. Each trajectory carries both opportunity and structural risk, and each is shaped by
the capital deployment decisions made in the critical 24-month window that begins with deal closure.

10.1 The Capital Deployment Outcome (2026-2028)

The most immediate future direction is also the most consequential. If Subramaniakumar applies the
healing-first philosophy — restraining unsecured retail growth until GNPA falls below 1.5% and the credit
card provisioning cycle fully clears — RBL Bank should emerge in FY28 with a clean balance sheet, a
more disciplined credit culture, and a capital base that can then sustain genuine 20-25% loan growth without
the shadow of residual NPA risk. If instead the bank — under pressure from Emirates NBD’s return
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expectations or from competitive dynamics in the Indian retail credit market — opens the credit taps
prematurely, analysts and future researchers will likely find in RBL Bank a textbook illustration of Minsky’s
financial instability hypothesis: that stability breeds complacency, and complacency breeds the next crisis.

10.2 The WOS Governance Model as National Template

This deal is the first commercially negotiated majority foreign acquisition of a profitable, listed Indian
private-sector bank. If the WOS governance framework — with its voting cap, independent director
protections, and RBI oversight — demonstrably preserves the bank’s domestic service obligations while
delivering the financial benefits of global capital, it will serve as a template for future foreign investments
in Indian banking. If governance conflicts emerge, or if depositor or borrower interests are materially
affected by Emirates NBD’s group-level priorities, the RBI may tighten the WOS framework significantly,
making future transactions of this type more difficult.

10.3 The India-UAE Financial Corridor (2026-2030)

The CEPA-driven financial corridor — NRI deposits, trade finance, wealth management, remittances — is
a structural opportunity that will grow regardless of how any single bank manages it. The question is
whether RBL Bank, with its new Emirates NBD ownership, captures a disproportionate share of that
corridor or merely participates at the margins. Success in the corridor requires product investment,
regulatory approvals (including cross-border wealth management licences), and digital infrastructure that
does not exist today. The five-year horizon to 2030 is the relevant planning window for corridor revenue to
become material.

10.4 The Competitive Response from Indian Private Banks

HDFC Bank, ICICI Bank, Kotak Mahindra Bank, and Axis Bank will not be passive observers of RBL
Bank’s transformation. Each of them serves NRI and diaspora clients, each has trade finance capabilities,
and each has a balance sheet larger than RBL Bank’s even after the capital infusion. The competitive moat
that the RBL-Emirates NBD combination creates in the corridor is real but not permanent. Sustaining it
requires execution speed and product innovation that are genuinely difficult to replicate without a similar
bilateral anchoring relationship.

10.5 The Broader Question: Foreign Capital and Indian Banking Sovereignty

At the level of national financial policy, the RBL—Emirates NBD deal raises a question that India’s banking
regulators and policymakers have not yet definitively answered: what is the optimal share of foreign
ownership in India’s private banking sector, and which institutional protections are necessary to ensure that
foreign capital serves Indian developmental objectives rather than substituting for them? As India’s current
account deficit, demographic dividend, and credit-to-GDP ratio all point toward a sustained need for
external capital in the financial sector, this question will only become more pressing. The RBL Bank case
provides the first large-scale empirical data point. How the integration unfolds between 2026 and 2030 will
shape the regulatory and policy conversation for the decade that follows.
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