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ABSTRACT 

 

 
The study entitled “Risk Management System At ABN Amro Credit Card In 

Pune” is aimed at finding, how the bank manages to reduce the risk happening in the 

credit card section, makes some strategies like verifying the customer’s database and 

checking the track record of the customers - whether they have taken any loan from other 

institutions. 

 

 The stepwise progress of the thesis includes the data collected from Internet and 

through reference books to extract the required information. The secondary data, which is 

available in the websites and reference books, is a very good method for collecting the 

required information. It lends itself to collecting the information in a predefined manner.  

 

 The study is based on how the bank reduces the credit risk of the bank by 

collecting the money back from individual customers. 
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INTRODUCTION 

ABN AMRO is a prominent international bank; its history goes back to 1824. 

ABN AMRO ranks eighth in Europe and 13th in the world, based on total assets, with 

more than 4,500 branches in 53 countries, a staff of more than 105,000 full-time 

equivalents and total assets of EURO 987 billion (as at 31 December 2006). 

                                      

ABN AMRO Bank (India) has an 81 year-long experience of the Indian business 

scenario. Traditionally known as a strong "diamond financing bank", it has turned into a 

bank providing a comprehensive range of services with a difference 

 

ABN AMRO (India) has had a long-standing presence in India since 1920, in Kolkata 

and Mumbai. At that time, the bank mainly worked for diamond clients. The bank took 

off in a big way in 1991, after the merger of ABN and AMRO worldwide. The Delhi 

branch was functional in the very same year. ABN AMRO was launched in other cities 

throughout India between 1994 and 1999. They were in Chennai in 1994, in Pune in 1997 

and Baroda in 1999, while the Hyderabad and Bangalore branches were opened in 2001. 

The bank acquired the retail business of the Bank of America in 1999. The year 2002 saw 

the opening of the Noida office. In India, ABN AMRO Bank has a strong presence of 

more than 23 branches across 16 cities offering a comprehensive range of financial 

products and services. 

Credit risk management             
Credit risk is the oldest form of risk that is faced by bankers across the globe. It is 

basically the risk of default on loans sanctioned, Credit cards, bonds, guarantees and 

other instruments. One of the main issues faced by bankers is the accuracy of evolution of 

the probability of default by borrowers in the market. The use of quantitative models to 

measure the default probability of the lending bank’s portfolio is fairly recent, having its 

roots in the development of user-friendly models in the late nineties. 



 

  

                    The development of credit risk models is associated with the development of 

market risk models, including the VaR (value at risk) models when the VaR models were 

being developed at the beginning of the last decade, many banks recognized the need for 

similar models specifically aimed at the credit exposure being faced by them. While the 

credit risk can be transferred for obvious reason.  

 

As such, the banks needs to have an in house monitoring system that can help them 

decide how much cushion capital is required to ensure that the looses due to possible 

defaults do not go beyond limits. 

Credit Risk: 

Credit risk also known as pre-settlement risk, refers to the potential loss of valuable 

assets due to the probable deterioration in the perception of the counterpart’s 

creditworthiness or in the worst case, its inability to meet contractual obligation. 

                      Credit risk of a bank has two distinct facets viz., risk inherent to the 

individual business unit/loan account i.e., risk emanating from individual loan transaction 

and risk from a macro-credit portfolio perspective i.e., the aggregation and the resulting 

concentration risk.     

Quantifying credit risk   

A bank’s credit risk has two distinct facets, “quality of risk” and “quantity of risk”. The 

former refers to “severity of losses”, by both default probability and the recoveries that 

could affect in the event of default. The later refers to the outstanding balance as on the 

date of default. 

    Credit risk is a function of other risks or the combined outcome of other risks, such as, 

default risk, exposure risk, & recovery risk. 

 

 

 

 



 

  

Credit monitoring system 

Credit monitoring is a very crucial activity in credit risk management. It is a 

function of the manager/credit department, at the branch level, and hence banks should 

develop and implement comprehensive procedures and reporting mechanisms. 

             

  A well laid out system procedures and reporting devices would enable the banks for 

effective post sanction monitoring of the borrowers account. An effective credit 

monitoring system will help in: 

 

 Understanding the financial position of the borrower. 

 Conforming credit in compliance with the sanction terms. 

 Ensuring that there is no deviations in the end of funds, and are used for the 

sanctioned purpose. 

 The borrower is realizing ensuring that projects cash flow.  

 Ensuring that securities /collaterals are in conformity with the sanction terms and 

have not deteriorated. 

 Identifying potential problem loan accounts well in time, which in turn, would 

help the bank to initiate corrective measures. 

 

Default signals: 

A borrower may default his repayment obligation due to managerial incompetence, 

financial inadequacies, product failure, market competition/ technological obsolescence, 

break away of a partnership, or natural calamities. Hence, a banker should cautiously 

monitor/observe the borrower before the account turns bad. The following are some of 

the signals a banker must watch carefully: 

 Failure of timely payment of installments.  

 Incorrect stock statements. 

 Frequent cheques dishonors. 

 Rising level of inventories/non moving stocks /zero stock. 

 Unreasonable /wide fluctuation in sales/receivables 



 

  

 Irregular periodic statements 

 Large and long outstanding in bill accounts. 

 Steep decline in production figures 

 Diverting /routing of receivables though non-leading banks. 

 Maximum outstanding balances. 

 

Steps in the risk management process 

 

 Identification of risk in a selected domain of interest 

 Planning the remainder of the process. 

 Mapping out the following: the social scope of risk management, the identity and 

objectives of stakeholders, and the basis upon which risks will be evaluated, 

constraints. 

 Defining a framework for the activity and an agenda for identification. 

 Developing an analysis of risks involved in the process. 

 Mitigation of risks using available technological, human and organizational 

resources. 

 

 

 

 

 

 

 

 

 

 

 

 

http://en.wikipedia.org/wiki/Identification


 

  

                                THE RISK MANAGEMENT CYCLE 

 

1)Risk Management Cycle: It defines the bank’s approach to not only active risk 

management but also specifying whether or not the bank should identify market 

inefficiencies with a view to exploiting the same for profit which amounts to speculation 

which is not unwarranted altogether.  

2) Goals of risk management: The bank specifies what it aims at which a risk 

management program the benefits of risk management are myriad in nature but accrue 

mainly in two ways one is benefited of risk other is through profit option.  

2) Quantifying Risk Exposures: the bank must know what risk it face and implement a 

system of measuring those risks. Value at risk (VAR) is the most popular but a stock 

measure of market risk defined at appoint of time. It represents the state of the art in risk 

measurement for management. 

3) Evaluations:  Effective Evaluations of the risk containment measures and procedure 

constitute the crucial part of any successful risk management system. Such evaluation 

procedure should aim at minimizing if not mitigating scope for any unpleasant surprise 

for ensuring of which the control function should remain independent of the activity 

itself.  

Goals of Risk 

management 

Quantifying  

Risk  

Exposures 

 

 

Risk  

Management  

Philosophy 

Evaluation 

Control 

Procedures 

 



 

  

                                                   

                         New Tools of Credit Risk Management 

 

                                            Figure No.1     

In recent years new methods and models have been developed to quantify credit risk on a 

Credit basis. Credit merits TM, Credit Risk+, CreditPortfolio ViewTM are among the 

best known and many others are similar to them. 

At first glance they are quite different in their approaches and methodology. A 

comparison of these models especially with regards to their applicability on typical 

middle market loan portfolios is in the results of an application of the models on a certain 

loan portfolio is mainly due to different approaches in approximating default correlation. 

That is especially true for typically non-rated medium-sized counterparties. On the other 

hand distributional assumption or different solution techniques in the models are more or 

less compatible.    

Credit Risk 

Management 

CreditRisk+TM CreditMeritsTM CreditPortfolio 

View 



 

  

NEED OF THE PROJECT 

The main goal of the project is to identify the different ways to reduce the risk in the 

bank. The need for the project arose due to stiff competition in the banking sector. To 

reduce the risk the researcher undertook a market research on the basis primary data that 

has been collected and analyzed with the help of hypothesis testing. 

OBJECTIVES 

1. To study the strategies implemented by the bank to reduce fraud. 

2. To analyze the risks involved in the process of recovering the money. 

3. To identify the risk involved in the credit card process.   

4. To conduct a hypothesis testing to verify the claim of ABN AMRO Bank related 

to risk-management 

5. To compare ABN-AMRO bank’s risk management policies with respect to other 

banks. 

 

 

 

 

 

 

 

 



 

  

LIMITATIONS 

The following are some of the limitations of the study: 

• The study is restricted to Pune area only. 

• Credit card is a product, which targets only the upper class people. 

• Insufficient data about the customers. 

• Inaccessibility to the company records and data 

                                                

                                         METHODOLOGY 

    This project is more of an exploratory research with more of qualitative analysis 

than quantitative. The data collection method for this project begins with finding a 

sample of the population. The population for this project was the entire Pune area. 

The research methodology adopted was both primary and secondary. Questionnaire 

was designed and both direct and telephonic interviews were undertaken, to ascertain 

the investor’s behavior.  

 

 Sample Size:  30 people belonging to different fields, who use credit cards, were 

asked to fill the questionnaire, on the basis of which an attempt is made to study 

the satisfaction level of customers. 

 Primary data:   Primary data has been collected by interviewing the Employees 

&     customers of ABN AMRO Bank with the help of a structured questionnaire.  

The questionnaire consists of questions like warm- up questions, open-ended 

questions, and close-ended questions.  

 Secondary data: The information collected here is mainly based on public 

sources like statements, bulletins, Internet etc. 

 

 



 

  

                                 REVIEW OF LITERATURE 

              The subject of risk has concerned many Economists, Mathematicians. 

Philosophers, Statistician’s and Insurance scholars. The Researcher for the purpose of 

study has gone through the various writings on risk management. It is not the purpose of 

this review to give an exhaustive analytical discourse on each of the complexities of 

highly sophisticated concepts presented by the different authors. Rather, the discussion 

extracts a small portion of their respective theories as they may be able to identify factors 

related to risk management decision rationale. 

The article “Plastic money” by E Mrudula published in the year 1983 is a curtain 

raising article that best discusses the basic concept of plastic money and its history. It 

briefly describes about the different types of plastic cards available in the market, 

measures to protect plastic cards from frauds. It also discusses issues of plastic cards for 

farmers, plastic money in India and its future. 

              The article titled “Credit cards the complete guide” by P Dinakara Rao, begins 

with a brief introduction to credit cards and their history. It discusses the advantage of 

using a credit card like eliminating the risk and inconvenience of carrying cash, issuance 

of cheques or purchase draft against your card over the phone, etc. 

 The credit card industry has grown at a rapid pace all over the world including India. 

Between 1987 and 2001, the numbers of cards in India grew to over 4 million with a 

growth rate of over 25-30%. With the number of customers growing day by day, the 

domestic credit card business is witnessing a fierce war to win the wallets of the 

customer.  

 “Emerging Leader In Indian Credit Card Industry: Stan Chart Or Citibank?” by 

Joel saris Thadamalla, described the history of credit cards industry in India and its 

development as a mature market. It discusses the strategies followed by the global players 

like Stan Chart and Citibank as well as the Indian players. The article concludes with a 

debate on who would emerge as the leader in the Indian Credit Card industries.      

 

 

                                         

 



 

  

                                           EMPIRICAL ANALYSIS 

The Researcher has collected the information given in table below from ABN-AMRO 

bank by personally interviewing the employee of the bank. 

The bifurcation of the customers 

Customers  No. of customers                       % 

Customers paying bill on time  66,000 55% 

Late fees Payers  25,200 21% 

   EMI Payers  16,800 14% 

  Not using Cards  7,200 6% 

  Defaulters                                    4,800 4% 

Total 12,0000 100% 

                                    

                                                          Table No. 1 

                     

55%
21%

14%
6% 4%

Customers paying

bill on time   

Late fees Payers    

   EMI Payers        

  Not using Cards   

  Defaulters            

                        

                                                         Figure No. 2   

Figure No.2 has been drawn from the data given in Table No.1.above gives the 

bifurcation of customers of ABN AMRO Bank with respect to Credit card.     

 



 

  

The Researcher has collected the information given in table below from ABN-AMRO 

bank and ICICI bank by personally interviewing the employee of both the bank. The 

table provides a comparative analysis between ANB AMRO and ICICI bank. 

The bifurcation of the credit card customers                              

Customers  No. of customers 

ABN AMRO bank                      

% No. of customers ICICI 

bank 

% 

Customers paying 

bill on time    

66,000 55% 2,45,000 49% 

Late fees Payers                        25,200 21% 1,50,000 30% 

   EMI Payers                                16,800 14% 50,000 10% 

  Not using Cards                          7,200 6% 15,000 3% 

  Defaulters                                    4,800 4% 40,000 8% 

Total 12,0000 100% 5,00,000 100% 

                                                           Table No.2    

As per table 55% ABN AMRO bank customer are paying bill on time in comparison to 

ICICI bank where only 49% customer are paying bill on time. The late fees payers of 

ICICI bank are more than ABN AMRO bank. In ICICI bank 3% customers are not using 

credit card as compare to 6% of ABN AMRO bank because ICICI bank provides more 

facilities to their customer like cash back offer, etc compared to ABN AMRO. ICICI 

bank has more defaulters in comparison to ABN AMRO bank because risk-management 

techniques like checking customers ID, Residential status, customer’s income etc are not 

followed by ICICI Bank. 

         As per above table ABN AMRO bank have lower customer base because they don’t 

give credit card to customers if the customers fail to  provide proper information to the 

bank. ABN AMRO bank follows proper risk management policy before providing credit 

cards to the customers. 

 

 

 



 

  

Hypothesis Testing: 

One of the objectives of the study was to verify the claim of ABN AMRO that 55% of 

their customers are paying bill in time and hence their risk management policies are 

effective.  

For the purpose of study 30 people were interviewed. And out 30 people the researcher 

found that only 18 people are paying the bill on time. The Hypothesis testing is presented 

below: 

Null hypothesis: 55% customers are paying bill on time. 

Alternate hypothesis: 55%customers are not paying bill on time. 

 

PAvg. =18/30=0.6 

qAvg, =12/30=0.4 

 

 

σp=√ PHo* qHo/n 

σp=√0.6*0.4/30=0.08944 

 

Z= PAvg. - PHo/ σp 

 

Z=0.6-0.55/0.08944 

Z= 0.05 



 

  

Figure No.3 

 

From the above figure it is clear that the calculated Z value lies within the acceptance 

region, so the null hypothesis that 55% customers are paying bill on time is accepted. 

From above the hypothesis testing we can conclude that ABN AMRO’s claim is true and 

their risk-management policies are quite effective.  

                                                         

                                              

 

 

 

 

 

 

 

 

 



 

  

 

                                                 FINDINGS 

 

             ABN AMRO started its operation in Pune from 1997 onwards. The researcher 

has done the analysis of risk management based on the data available. 

 

                                                             Table No.3   

The above table provides the data of the bank from 1997 onwards till date. The last 10 

years total credit card form collected by the bank is 2, 40,000; out of these forms the bank 

has given credit cards to only 1, 20,000 customers. And remaining 1, 20,000 customer’s 

forms were rejected because they were not able to fulfill the bank’s norms and 

regulations. 

  Reasons of rejected credit card form: 

1. Age limit:  The Bank does not provide credit cards to persons below age 21 years 

of age whereas other banks do for eg. ICICI bank, SBI. 

2. Income limit: Bank does not give credit card to persons who are getting less than 

Rs.20, 000 as salary whereas other banks like ICICI bank gives the credit card to 

whoever is getting a salary of Rs. 5000. 

3.  Residential limit: Bank only provides credit card to people who are living in 

Pune for more than 3 years. Other banks provide credit cards to those who are 

residing in Pune for more than one year. 

4. CTC limit: Bank provides credit card to those who have more credit limit than is 

done by other banks who provide credit cards to those with less credit limit. For 

eg, in ICICI bank the limit is- Rs.10, 000 but in ABN AMRO the limit is 

Rs15,000. 

 

Total Forms collected for credit cards in Bank  2,40,000 

Total Approved Forms  1,20,000 

Total customers of ABN AMRO in since 10 years  1,20,000 



 

  

CONCLUSION 

 From this study it is obvious that ABN AMRO bank has to use different 

parameters by which it can understand the credibility and the ability of the 

customer to repay; this can help to reduce the risk.   

 The bank had reduced the risk by rejecting applicants on the basis of criteria fixed 

by the bank; this has helped the bank to concentrate on prospect customers and 

thereby reduced overhead costs. 

 The researcher from the comparative analysis done for the purpose of study 

between ABN AMRO and ICICI bank can conclude that the risk-management 

policy of ABN AMRO is better than ICICI bank. 

 

 

                                                               

 

 

 

 

 

                     

 

 



 

  

 

RECOMMENDATIONS 

 

1. The bank should motivate regular payment of bills by customers by providing 

facilities as per their requirements. 

 

2. The bank’s risk can be reduced by keeping some initial deposit from the 

customers with the bank. 

 

3. The bank should try to provide credit cards as per the customer segments where 

credit limit can be controlled and thereby the risk being reduced. 
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APPENDICES 

 

QUESTIONNAIRE: 

    

 Name: _______________________________            Age: _____________ 

Occupation: __________________________             Sex: _____________ 

Annual Income: _______________________          City: _____________ 

 

1 Do you have ABN AMRO Bank Credit card? 

……………………………………………………………………………………. 

2 Which type of cards do you use?  ( One card, Gold card, Smart card) 

………………………………………………………….………………………… 

3 Are you paying bills on time? 

…………………………………………………………………………………… 

4 Are you getting any Cash Back offer? 

…………………………………………………………………………………… 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

  

 

 

GLOSSARY                                                                                               

 

Credit Risk        : The risk that a loss may be experienced because of a default by the                                                                                                            

counterparty 

 

Interest rate risk : The change in the relatives yields of debenture and equity shares due 

to changes in interest rate. 

Recovery risk       : The recoveries in case of losses are not predictable. They depend      

upon the type of default, availability of collaterals, third party 

guarantees, and legal issues.  

 

 

Exposure risk     : The uncertainty prevailing with future cash flow generates exposure    

risk. The outstanding balances at the time of default are not known in 

advance particularly under facilities like committed  lines of credit, 

overdrafts , projects financing and off-balance sheet items like 

guarantees/LC facilities. Hence, the amount at risk in future that can 

potentially be lost in case of default is uncertain. The expose is 

contingent upon the client initiative or happening of some specific 

event. 

 

 

 


