Banking Finance Insurance
The Banking sector in Indiaoriginated in the 18th century. In the first banks were The General Bank of India which started in 1786, and the Bank of Hindustan, both of which are now defunct. In June 1806 the State Bank of India comes into existence and it is the oldest existing bank in India. State Bank of India is a government - owned bank and is the largest commercial bank in the country. Reserve Bank of India is responsible for the central banking, which in 1935 formally took over these responsibilities from the then Imperial Bank of India, relegating it to commercial banking functions. In 1947 when India gets its independence, the Reserve Bank was nationalized and given broader powers. In 1969 the government nationalized the 14 largest commercial banks; the government nationalized the six next largest in 1980.

Currently,
· India has 88 scheduled commercial banks (SCBs) -

· 27 public sector banks (that is with theGovernment of Indiaholding a stake).

· 31 private banks

· 38 foreign banks.

· * They have a combined network of over 53,000 branches and 17,000ATMs. According to a report by ICRA Limited, a rating agency, the public sector banks hold over 75 percent of total assets of the banking industry, with the private and foreign banks holding 18.2% and 6.5% respectively
NATIONALISATION OF BANKING SECTOR
1. Nationalization of Banks in 1969 has been one of the significant economic, political and social events of Post Independent India. Apart from the fact that it had the imprint of the personality of Mrs. Indira Gandhi, it has several significances which merit attention.

2. The intervention of the state in the functioning of the banking sector itself. The ownership of the State gave a new confidence to the savers and being backed by a sovereign the normal suspicions associated with the capabilities of the bankers in the private sector were gone.

3. Banking ceased to be selective. The entry barriers that existed for customers to bank, social economic and political were lowered. This resulted in a massive quantitative expansion of the bank customer base as well as in the nature of services provided.

4. The reach of banking widened. Absence of concern for profitability and targeting made banks to expand rapidly in un-banked areas thereby the entire country was linked to banking activity.

5. The expansion of banks also expanded the economy. The entire infrastructure that required was built by themselves or by the citizens for their use.

6. A large employment base was created. Young men and women mostly from middle and poorer sections of society but qualified with the requisites got into the banking system and we see the results today.

7. Customers got acquainted with banking practices faster than it would otherwise have taken.

8. The well intentioned policies channeled through the banks helped the borrower clientele with a generous disposition.

9. The savings of the community had an efficient channel which otherwise would not have had the benefit of aiding transactions.

10. State intervention to some extent distorted the banking sector. The domination of the State has had a negative effect on the contribution of the banking sector as a whole to the economy. Absence of profitability, non-realization of its potential as a business and also the deterioration in service has all affected citizens.

11. The intervention by the State and excessive domination and intervention by the bureaucracy and polity into the functioning of banks has led to deterioration on economic efficiency, which runs counter to the principles of a good Government.
LIBERALIZATION
Narsimha Raogovernment in early 1990s embarked on a policy known as New Generation tech-savvy banks, and included Global Trust Bank. It contains theliberalization, licensing a small number of private banks.  This move, along with the rapid growth in theeconomy of India, revitalized the banking sector in India, which has seen rapid growth with strong contribution from all the three sectors of banks, namely, government banks, private banks and foreign banks.

The next stage for the Indian banking has been setup with the proposed relaxation in the norms for Foreign Direct Investment, where all Foreign Investors in banks may be given voting rights which could exceed the present cap of 10%,at present it has gone up to 49% with some restrictions.

The new policy shook the Banking sector inIndiacompletely. Bankers, till this time, were used to the 4-6-4 method (Borrow at 4%;Lend at 6%;Go home at 4) of functioning. The new wave ushered in a modern outlook and tech-savvy methods of working for traditional banks. All this led to the retail boom in India. People not just demanded more from their banks but also received more.

Currently (2007), banking in India is generally fairly mature in terms of supply, product range and reach-even though reach in rural India still remains a challenge for the private sector and foreign banks. In terms of quality of assets and capital adequacy, Indian banks are considered to have clean, strong and transparent balance sheets relative to other banks in comparable economies in its region. The Reserve Bank of India is an autonomous body, with minimal pressure from the government. The stated policy of the Bank on the Indian Rupee is to manage volatility but without any fixed exchange rate-and this has mostly been true.

With the growth in the Indian economy expected to be strong for quite some time-especially in its services sector-the demand for banking services, especiallyretail banking, mortgages and investment services are expected to be strong. One may also expect M&As, takeovers, and asset sales.

In March 2006, the Reserve Bank of India allowed Warburg Pincus to increase its stake in Kotak Mahindra Bank (a private sector bank) to 10%. This is the first time an investor has been allowed to hold more than 5% in a private sector bank since the RBI announced norms in 2005 that any stake exceeding 5% in the private sector banks would need to be vetted by them.
TYPES OF BANKS IN INDIA
The major types of banks in India are:

Public sector banks in India

All government owned banks fall in this variety. Besides the Reserve Bank of India, the State Bank of India and its associate banks and about 20 nationalized banks, all comprises of the public sector banks. Many of the regional rural banks that are funded by the government banks can also be clubbed in this genre.

Private sector banks in India

A new wave in the banking industry came about with the private sector banks in India. With policies on liberalization being generously taken up, these private banks were established in the country that also contributed heavily towards the growth of the economy and also offering numerous services to its customers. Some of the most popular banks in this genre are: Axis Bank, Bank of Rajasthan, Catholic Syrian Bank, Federal Bank, HDFC Bank, ICICI Bank, ING Vysya Bank, Kotak Mahindra Bank and SBI Commercial and International Bank. The Foreign Banks in India like HSBC, Citibank, and Standard Chartered bank etc can also be clubbed here.

Cooperative banks in India

With the aim to specifically cater to the rural population, the cooperative banks in India were set up through the country. Issues like agricultural credit and the likes are taken care of by these banks.
REFORM IN THE BANKING SYSTEM
India In 1991, the Indian economy went through a process of economic liberalization. Recognizing that the success of economic reforms was contingent on the success of financial sector reform as well, the government initiated a fundamental banking sector reform package in 1992. The banking reform package was based on the recommendations proposed by the Narsimhan Committee Report (1992) that advocated a move to a more market oriented banking system, which would operate in an environment of prudential regulation and transparent accounting. One of the primary motives behind this drive was to introduce an element of market discipline into the regulatory process that would reinforce the supervisory effort of the Reserve Bank of India (RBI). This was particularly critical since market discipline, especially in the financial liberalization phase, reinforces regulatory and supervisory efforts and provides a strong incentive to banks to conduct their business in a prudent and efficient manner and to maintain adequate capital as a cushion against risk exposures.
PEST ANALYSIS

POLITICAL FACTOR
· Regulatory framework

· deregulation of the market

· monetary policy

· check clearing for the 21st century act

· fair and accurate credit transactions act of 2003
Indian government and Reserve Bank and indis affect the banking sector . sometimes looking into the political advantage of a particular party the government declares some measures to their benefits like waiver of short term agricultural loans to attract the farmer vote , by using so the profit of the bank get affected , various banks in the cooperative sector are open and run by the politicians they exploit these banks for their benefits . sometimes the government appoints various chairmen of the banks . various policies are framed by the RBI looking at the present situation of the country for better control over the banks...
ECONOMICAL FACTOR
· Economic role of banks

· Changes in interest rates

· Complex nature of banking operations

· Consolidation of the industry
Banking is as old as authentic history and the modern commercial banking are traceable to ancient times. In India, banking has existed in one form or the other from time to time. The present era in banking may be taken to have commenced with establishment of bank of Bengal in 1809 under the government charter and with government participation in share capital. Allahabad bank was started in the year 1865 and Punjab national bank in 1895, and thus, others followed Every year RBI declares its 6 monthly policy and accordingly the various measures and rates are implemented which has an impact on the banking sector. Also the Union budget affects the banking sector to boost the economy by giving certain concessions or facilities. If in the Budget savings are encouraged, then more deposits will be attracted towards the banks and in turn they can lend more money to the agricultural sector and industrial sector, therefore, booming the economy. If the FDI limits are relaxed, then more FDI are brought in India through banking channels.

SOCIAL FACTOR
· Employment

· Demographics

· Working conditions

· Payment system charges
Before nationalization of the banks their control was in the private parties and only big business houses and the effluent sections of the society were getting benefits of banking in India in 1969 government nationalized 14 banks . to adopt the social development in the banking sector it was necessary for speedy economic progress consistent with social justice in democratic political system, which is free from domination of law and in mind both the national and social objectives, banker were given direction to help economically weaker section of the society and also provided need based finance to all the sector of the economy with flexible and liberal attitude. Banks are providing various types of loans to farmers , working women, professional and traders.. they also provide education loans to the student and housing loans , consumer loans.

Banks having big clients or companies have to provide services like personalized banking to their clients because these customers do not believe in running about and waiting in queues for getting their work done .the bankers also have to provide these customer with special provision and at times with benefits like food and parties . but the banks do not mind incurring these costs because of the kind of business these clients bring for the bank. But have change culture of human life in india and made life much easier for the people       
TECHNOLOGICAL FACTOR
· Growing dependence on technology

· Growth in use of ATMs

· Broker surveillance

· Banking Softwares like pegasis
Technological plays a very important role in banks internal control mechanism as well as services offered by them.  It has in fact given new dimension to the banks as well as services  that  they cater to and the banks are enthusiastically adopting new technological innovation for devising new product and services.

The latest developments in terms of technology in computer and telecommunication have encouraged the bankers to change the concept of branch banking to anywhere banking . the use of ATM and internet banking has allowed anytime anywhere banking facilities'. Automatic voice recorder now answer simple queries currency accounting machines makes the job easier and self service counters are now encouraged . credit card facility has encouraged an era of cashless society. Today mastercard and visa card are the two most popular cards used world over. The banks have now starting issuing smartcard or debit cards to be used for making payments, these are also called as electronic purse some of the banks have also started home banking through telecommunication facilities and computer technology by using terminals installed at customers home and they can make the balance inquiry. Get the statement of accounts , give instructions for fund transfers . through ECS we can receive the dividends and interest directly to our accounts avoiding the delay or chance of loosing the post.

Today banks are also using SMS and internet as major tools of promotions and giving  great utility to its customers. For example sms function through simple text message sent from your mobile, the message are then recognized by the bank to provide you with the required information.

All these technological changes have forced the bankers to adopt customer-based approach instead of product-based approach.
FINANCIAL SECTOR
A financial system, which is inherently strong, functionally diverse and

displays efficiency and flexibility, is critical to our national objectives of creating a market-driven, productive and competitive economy. A mature system supports higher levels of investment and promotes growth in the economy with its depth and coverage. The financial system in India comprises of financial institutions,financial markets, financial instruments and services. The Indian financial system is characterised by its two major segments - an organised sector and a

traditional sector that is also known as informal credit market. Financial

intermediation in the organised sector is conducted by a large number of financial institutions which are business organisations providing financial services to thecommunity. Financial institutions whose activities may be either specialised ormay overlap are further classified as banking and non-banking entities. The Reserve Bank of India (RBI) as the main regulator of credit is the apex institution in the financial system. Other important financial institutions are the commercial

banks (in the public and private sector), cooperative banks, regional rural banks and development banks. Non-bank financial institutions include finance and leasing companies and other institutions like LIC, GIC, UTI, Mutual funds,Provident Funds, Post Office Banks etc.
Reforms
The quantum of resources required to be mobilised, as the economy

grows in complexity and generates new demands, places the financial sector in a vital position for promoting efficiency and momentum. It intermediates in the flow of funds from those who want to save a part of their income to those who want to invest in productive assets. The efficiency of intermediation depends on the width, depth and diversity of the financial system. Till about two decades ago, a large part of household savings was either invested directly in physical assets or

put in bank deposits and small savings schemes of the Government. Since thelate eighties however, equity markets started playing an important role. Other markets such as the medium to long-term debt market and short term money market remained relatively segmented and underdeveloped. In the past decades, the Government and its subsidiary institutions and agencies had an overwhelming and all encompassing role with extensive system of controls, rules, regulations and procedures, which directly or indirectly affected the development of these markets.

The financial system comprising of a network of institutions, instruments and markets suffered from lack of flexibility in intermediary behaviour and segmentation of various markets and sets of financial intermediaries. Well developed markets should be inter-connected to facilitate the demand-supply imbalances in one market overflowing into related markets thereby dampening shocks and disturbances. The inter connection also ensures that interest rates and returns in any market reflect the broad demand-supply conditions in the overall market of savings. But such adjustment of interest rates is delayed when the intermediaries lack flexibility. On account of the historical role of the

Government in controlling and directing a large part of the financial activity, such adjustments were slow and the problem needed to be addressed urgently if the financial sector had to keep pace with the reforms in the real sector.
PEST ANALYSIS

POLITICAL FACTORS
Recent cross-country investigations of the role of institutional fundamentals, such as the protection of property rights, in promoting financial development have extended a literature that has for decades maintained that financial factors can affect real outcomes. In this article we pursue this new direction by considering relationships between finance, growth, legal origin, and the political environment in a historical cross-section of 17 countries covering the period from 1880 to 1997. We find that relationships between a country's legal origin (such as English, French, German, or Scandinavian) and financial development are for the most part consistent with earlier findings but are not persistent. At the same time, political variables such as proportional representation election systems, frequent elections, universal female suffrage, and infrequent revolutions or coups seem linked to larger financial sectors and higher conditional rates of economic growth. Despite the explanatory power of some of our measures of the deeper fundamentals, however, a significant part of the growth-enhancing role of financial development remains unexplained by them.
TECNOLOGICAL FACTOR
nnovation has already transformed the financial services (FS) industry. Fourteen years ago, who expected the massive growth of e-banking and e-brokerage? Who envisioned the entry of new players such as retailers and telecommunications providers into financial services arena thanks to their ability to harness the power of innovative technology? Who predicted that technology would enable outsourcing and offshore contracting of core financial processes in lowcost countries such as India?

The business environment continues to change today, and the financial services sector needs to confront many issues to remain competitive. In particular, technology and innovation are board level issues; they create opportunities and pose threats.

To explore these issues, the World Economic Forum and representatives of the financial services, information technology and telecommunication communities set out to develop scenarios for the future of financial services and how they might be affected by innovation. The objective of these scenarios is to explore how innovation will transform access to, and delivery of, financial services by the year 2020.
ECONOMICAL FACTOR
The Indian financial services industry is in a process of rapid transformation. Reforms are continuing as part of the overall structural reforms aimed at improving the productivity and efficiency of the economy. The role of an integrated financial infrastructure is to stimulate and sustain economic growth.

Overall, the US$28 billion Indian financial sector has grown at around 15 percent and has displayed stability for the last several years, even when other markets in the Asian region were facing a crisis, according to Ministry of External Affairs, Government of India. This stability was ensured through the resilience that has been built into the system over time. The financial sector has kept pace with the growing needs of corporate and other borrowers. Banks, capital market participants and insurers have developed a wide range of products and services to suit varied customer requirements. The Reserve Bank of India (RBI) has successfully introduced a regime where interest rates are more in line with market forces.

Financial institutions have combated the reduction in interest rates and pressure on their margins by constantly innovating and targeting attractive consumer segments. Banks and trade financiers have also played an important role in promoting foreign trade of the country.

Aruvian's R'search's report Analyzing the Indian Financial Services Industry is a complete insight into this complex, competitive and fast paced industry which holds the potential and promise of one of the highest growing sectors in the Asian Sub Continent. The report explores the profile of the financial services industry in the world economy and builds the same basis the trade and investment flow patterns which give birth to the driving trends of the industry thereby governing increasing manpower and capital allocation to this sector.

The report analyzes the Indian Financial Sector in detail by breaking the industry into segments which are active in this realm and the competitive factors which are boosting the industry growth. This report also draws up a scenario of studying the conditions prevalent in the pre-reform era and compares it with the post reforms which have been undertaken in this sector which have galvanized growth in this important and ethically driven industry.

The report further details India's trade in financial services industry and explores the export potential of these services in sectors as banking and insurance which are the global powerhouses and movers of investment to key areas. Some of the barriers to India achieving its full potential in these services are also explained in this report.

The impact of international treaties as the GATS and critical development areas such as outsourcing and offshoring with reference to India's position in the global map is also explained in depth sections in this report.


The report examines the core thrust of India's negotiating tactics in the financial services industry. This research elaborates on certain approaches to making the Indian Financial Services Industry more competitive through the required regulatory reforms or looking at possible reduction of governmental interest in this sector.

The report also profiles the major contributors to the industry and their relative performances which lead up to the report's section on the future outlook of the Indian Financial Services Industry.
SOCIAL FACTOR
The draft report of the Committee on Financial Sector Reforms, chaired by Raghuram Rajan, which came out a few months ago, followed on last year's Mistry committee report on developing Mumbai as an international financial centre. The reports are complementary in their focus—on domestic and international markets, respectively—and very similar in perspective and recommendations. The Rajan committee was commissioned by Planning Commission Deputy Chairman Montek Singh Ahluwalia. Other policymakers have also been discussing the extension of financial sector reforms to the masses. RBI Governor YV Reddy, in an interview on October 31, 2007, said that "The democratization of the banking system is vital, not just provision of credit. The financial system, banking in particular, is like giving elementary school education. Therefore, the highest priority needs to be given to financial inclusion coupled with financial literacy and credit counseling." Also in October 2007, Montek Singh Ahluwalia, in an interview with a McKinsey & Co director, made an even broader statement, in discussing the charge of the Rajan committee: "The idea is to take an integrated view of the financial system: looking at banks, capital markets, insurance, microfinance issues, and the whole issue of financial inclusion.... I think financial-sector reforms have to include things like: what's the best financial system to make sure that farmers can get access to credit? What's the best way of making health insurance readily available? What's an environment in which different types of risks can be effectively countered? And how can you ensure inclusiveness in all this?"

Fortunately, while stock markets and high finance may seem to be a far cry from rural credit and crop insurance, the principles that govern the provision of financial services are the same at every level. Basically, financial services involve meeting two objectives: reallocating income across time and across different contingencies or states of nature. Heterogeneity of wants and initial endowments makes markets in achieving these reallocations possible. The inherent time delays and uncertainties associated with financial services are a major source of challenges for smooth market functioning. Hence, financial markets are always going to be subject to turbulence (to use Alan Greenspan's term). The triumph of modern economies has been to tame this turbulence through good governance, while continually adding complexity and sophistication to financial markets.

Financial market institutions provide matching services, pre-transaction information and screening, post-transaction monitoring and enforcement, and basic transaction completion. Since these can all be quite complex, there are strong economies of specialization through training and accumulated experience, as well as simple economies of scale that arise from the fixed costs of making a market or creating a platform. These economies, as well as the benefits of reputation and (in the case of managing uncertainty) the law of large numbers, all favor the existence of financial intermediaries of various kinds.

The abstract principles just outlined apply to international financial centers as well as to remote villages. In any of these settings, if information is poor, if there are few potential market participants, if enforcement mechanisms are weak, then financial markets may be inefficient, limited, or even non-existent. The differences between the metro and the hamlet are often differences of degree and not of kind. Another very general aspect of financial markets, indeed of any markets, is that lack of competition hurts market efficiency. If either side of the market, or the intermediary, has disproportionate power, that party will earn excess returns at the expense of the less privileged market participants. This applies to village moneylenders and farmers in India, as it does to investment banks and entrepreneurs in Silicon Valley, or to the urban poor and pay-check-cashing companies in any number of US cities.

The most powerful means of increasing inclusiveness, or of democratizing finance, is to increase competition. This means not only increasing the number of providers of services, but also improving the information and capabilities of the users. The fact that many new mortgage borrowers in the US did not understand the contracts they were signing was a contributor to the subprime crisis. Dr Reddy is absolutely correct that improving financial literacy is important—though this must be seen in a context where even basic literacy is often missing. An overhaul of regulation is sorely needed, however, so that regulation is aimed at increasing disclosure, and allowing for appropriate escape clauses, rather than controlling suppliers of financial services so heavily that competition is stifled, along with all other incentives for efficiency.

Information technology is bringing down many of the costs of screening and monitoring, and is allowing new entrants to provide a wider array of financial services to rural India. Microfinance loans are being securitized and mini-insurance policies being offered. As growth trickles into rural India, the demand for financial products will increase, and the main constraints on supply are probably poor regulation and the existence of inefficient state-owned incumbents. It may be true that in the past, the state-owned financial institutions helped to get basic credit and deposit services down to the rural poor. But they have also been co-opted by the better-off, they have been wasteful and inefficient, and they have failed to innovate to meet emerging demands. Moneylenders, commission agents and other traditional rural intermediaries have continued to wield disproportionate power in markets for rural financial services. This will change with lowered transaction costs and lower entry barriers, and reform must be driven by these principles, and not introduce new controls. The Rajan committee report provides detailed ideas on, not so much the best way of making financial services more widely available and affordable, but on what the best way is, but rather on how to create a regulatory environment in which the best ways will emerge through competition and innovation.
INSURANCE SECTOR
The business of life insurance in India in its existing form started in India in the year 1818 with the establishment of the Oriental Life Insurance Company in Calcutta.

Some of the important milestones in the life insurance business in India are:
· 1912: The Indian Life Assurance Companies Act enacted as the first statute to regulate the life insurance business.

· 1928: The Indian Insurance Companies Act enacted to enable the government to collect statistical information about both life and non-life insurance businesses.

· 1938: Earlier legislation consolidated and amended to by the Insurance Act with the objective of protecting the interests of the insuring public.

· 1956: 245 Indian and foreign insurers and provident societies taken over by the central government and nationalised. LIC formed by an Act of Parliament, viz. LIC Act, 1956, with a capital contribution of Rs. 5 crore from the Government of India.
The General insurance business in India, on the other hand, can trace its roots to the Triton Insurance Company Ltd., the first general insurance company established in the year 1850 in Calcutta by the British.

Some of the important milestones in the general insurance business in India are:
· 1907: The Indian Mercantile Insurance Ltd. set up, the first company to transact all classes of general insurance business.

· 1957: General Insurance Council, a wing of the Insurance Association of India, frames a code of conduct for ensuring fair conduct and sound business practices.

· 1968: The Insurance Act amended to regulate investments and set minimum solvency margins and the Tariff Advisory Committee set up.

· 1972: The General Insurance Business (Nationalisation) Act, 1972 nationalised the general insurance business in India with effect from 1st January 1973.

· 107 insurers amalgamated and grouped into four companies viz. the National Insurance Company Ltd., the New India Assurance Company Ltd., the Oriental Insurance Company Ltd. and the United India Insurance Company Ltd. GIC incorporated as a company.
Since 1999, when the government opened up the insurance sector by allowing private companies to solicit insurance and also allowingFDIup to 26%, the insurance sector has been a booming market.
REFORMS
The government's policies since July 2004 have been to develop and reform the financial sector; regulate markets and upgrade their organizational and legislative structures, strengthen capital structures of financial institutions and protect investors' rights. The non-bank financial sector reform program consists of two phases; the first phase (2005-2008) and the second phase (2009-2012). The first phase aimed at building financial institutions, ensuring they are soundly structured and subjugated to strict supervision in order to enhance the financial sector's efficiency and ensure its stability and liquidity. As for the insurance sector, this phase aimed at re-structuring the insurance companies by adopting a set of goals as follows:


First: Restructuring State-held Insurance Companies.
This goal was achieved by:
· Establishing the Insurance Holding Company.

· Merging public insurance companies.

· Establishing Misr Real Estate Asset Management Company.

· Injecting new bloods to achieve efficiency of management.

Second: Strengthening Legislative Structure of the Insurance Sector.
This goal was achieved by:
· Implementing the approach of supervision on the basis of risk assessment and management and rules of financial adequacy of institutions operating in the market.

· Supporting financial and administrative independence of the regulatory authority.

· Enhancing the role of the Insurance Federation and making its membership obligatory for insurance companies and associations.

· Achieving specialty of insurance activity by separating life insurance from property insurance.

· Re-organizing the insurance brokerage profession, allowing legal entities to perform this activity and training brokerage staff.

· Increasing minimum issued capital to LE 60 million for life insurance companies and LE 60 million for general insurance companies and adjusting existing companies' situations within five years.

Third: Increasing the Sector's Contribution to Economic Activity:
This goal was achieved by:
· Reducing the cost of transactions and developing valuation and pricing mechanisms of insurance services.

· Developing the accounting framework of insurance activity in line with international standards.

· Developing rules and procedures regulating different insurance services.
The second phase of the financial reform program (2009-2012) will adopt the following components to develop and reform the insurance sector:
1. Focus on insurance of SMEs and micro insurance in co-operation with expert institutions, benefiting from experiences of large companies and other countries including Singapore, S.Korea, Brazil and Malaysia.

2. New legislation to be developed in the insurance sector; including the issuance of private and optional pension funds law and medical care companies' law, finalizing a policyholders' protection fund, while issuing legislation and standards necessary for performing micro insurance.

3. The General Authority for Financial Supervision, which started its mission in July 2009. It was established to enhance supervision of non-bank financial institutions, including insurance companies, develop regulatory coordination and increase efficiency.

4. Developing rules of supervision on insurance companies operating in the Egyptian market as well as insurance funds by adopting approaches of risk assessment and implementing regulatory procedures and standards accurately.

5. Implementing rules of increasing competition among existing institutions, to be ensured by the General Authority for Financial Supervision.

6. Enforcement of corporate governance and corporate social responsibility (CSR) principles; which focus on respecting human rights, ensuring workers' rights, preserving the environment and avoiding any suspected corruption in transactions. According to these principles, companies should undertake their duties towards the community in useful activities. Insurance companies contributed effectively in El Masry Community Service Organization, which was initiated to present a land plot in Been Al Sarayat to Cairo University.

7. Encourage financial innovation and development so that the insurance sector delivers its services using stable instruments, with definite cost and return, while subject to prudent supervision.

8. focus on the issuance of a code of ethics for the insurance industry, in cooperation with the Insurance Federation of Egypt and the General Authority for Financial Supervision.

9. Expanding insurance services nationwide by establishing branches of public and private insurance companies. New companies may not be approved unless they have plans for presence in Upper and Lower Egypt.

10. Enhance the regional presence of Egyptian insurance companies in Arab, Asian and Gulf countries.

11. Insurance companies to work on diversifying their investments in different and multi-risk and return instruments; including all types of bonds, shares, long term investments and deposits.

12. Continuous development of experience and human resources in the sector as well as new experiences for Egyptians working abroad.
PEST ANALYSIS

POLITICAL
Within India political ambitions and rise of communalism, fissiparous tendencies are on the rise and may well continue for quite some time to time. Therefore, it expected that the insurance companies might consider offering political risk coverage also. The only area where Indian insurers consider giving cover is with regard to customs duty change under certain conditions.  Certain type of political risk at the international level has serious implications for exporters. The term 'political risk' has a wider connotation than commonly understood or assumed. It covers events arising not just from politics, but risks in the course of international transactions. In this connection, it may be noted that export credit insurance has evolved out of uncertainties relating to international trade, particularly due to problems arising out of foreign legal jurisdiction, political changes and currency exchange difficulties faced by many developing countries. 
Prohibition for Investment: -
The funds of policyholders are prohibited from being directly / indirectly invested outside India as per section 27 - C.

Manner and conditions of investment

Subject to the above provisions contained in Section 27 -/ 27- A / 27 B, the IRDA may,
· In the interest of the policyholders, specify the time, manner and other conditions of investment by insurer.

· Give specific directions applicable to all insurers for the time, manner and other conditions subject to which the policyholder's funds should be invested in the infrastructure and social sectors.
After taking into account the nature of business and to protect the interest of the policyholders, issue directions to insurers relating to time, manner and other conditions of the investments provided the latter are given a reasonable opportunity of being heard. 

Insurance business in rural / social sector: -

All insurers are required to undertake such percentage of their insurance business, including insurance for crops, in the rural social sector as specified by the IRDA. They should discharge their obligations to providing life insurance policies to persons residing in the rural sector, workers in the unorganized sector or to economically vulnerable classes of society and other categories of persons as specified by the IRDA.   
ECONOMICAL FACTORS
Interest rate at bank and interest rate of P.F variation very much affect to life insurance industry, because people always attract by higher return. Therefore, they do not prefer lower return policy. Unemployment also affects insurance industry, because the unemployment people will not have earning, so saving also affect to life insurance sector Life insurance industry will directly affected by Earthquake, Monsoon, and Natural calamity. Because of these events turns into lots of death, so the life insurance companies have to pay claim against policy. Infant mortality rate and maternity mortality rate are also affecting to life insurance. Typical Indian want luxurious product against low income, so that they prefer installment or annuity (EMI), so that they may not have extra saving to invest in life insurance.    
Increased Economical Activity:
Although economic activity has slowed down since 1996, sooner or later there will be an upswing. The increase in the growth rate in various sectors accompanied by the growth in trade in the context of fulfilling of commitments to the WTO will signal a growth in the demand for insurance covers of new types. For example, aviation insurance cover will be on an increasing scale in view of the need for more frequent

Air travel for men and for transporting materials. This would necessitate substantial property, liability and personal insurance.  As far as cover against business interruption is concerned, the pace of business and of change today is so fast that even the most careful assessment of exposure time, and the most liberal coverage cannot protect the insured adequate in the event of a loss be on the increase and insurance companies cannot afford to ignore the vast potential in this business. 
SOCIAL FACTORS

INSURANCE INDUSTRY:
The basic social factors that affect the life insurance sector are as under: -

Population

Life style

Educational level

Level of earning

Societal benefits  These are the major social factors, which affect the life insurance sector.

We will discuss all of them in brief 
Population: 
Growth in the population is a major factor pushing up the demand. It is also going to exert a special influence on the life insurance market in other ways. Apart from exerting pressure on demand for goods and services, and through that, ill effects of uncontrolled growth of population also could spur the growth of demand. For example, overcrowding in public places of entertainment, public support, or too many vehicles on the road can result in hazards like stampedes and pollution, which require covers and still are not sold on a large scale today. Thus the positive as well as the negative aspects of population growth are going to spur demand. 
Life style: 
The peculiar lifestyle of a country or an age also influences the insurance business. Change therein produces different demands for life insurance. For e.g. All over the world, family size is shrinking and the fact that in decades to come, both presents are more frequently likely to work outside the home will mean that there could be a greater possibility of property loss. Similarly, a larger number of vehicles
TECNOLOGICAL
Internet as an intermediary in the current Indian market customer is not aware about the intrinsic value of insurance. He thinks of insurance only in the mount of March as a tax saving measure. The security provide by an insurance cover is rarely thought about. In such a scenario Internet can be an effective medium for educating the consumers about insurance. It serves as a single window for disseminating product, process and procedural information to the consumers.  Product development and target marketing through the Internet: with increase in the number of insurance companies there will be a need for market segmentation and subsequently product designed for each of them. In such a scenario Internet can be a effective channel for pushing product specific information to a particular market segment. Consumer feedback about a particular product as well as suggestions for different types or covers can also be generated through the Internet.  Retail marketing is a commonly expected concept and the providers of the retail products and service will try out for larger market and market share. There would be cut through competition and the real benefit would be to the customers in terms of better products, distribution, pricing, post transaction service and technology. Technology will perhaps be the single largest driver of the retail thrust. The entire strategy will evolve around the absolute ability of the organization. The customer will demand for greater convenience of excess to the product/ service and all at low cost of delivery. There fore the use of technology and specifically the Internet with realigned strategies would be one of the key factors to success. Constraints of locations, timing and accessibility would not be a hurdle for either customers or businesses.

