
Corporate Office  

 

  

 

 

 

 

 

 

 

 

Banking Updates 

  

 

 

Issue No.68  Apr 2021 Regulator  
Speaks 

Govt. Policy Banking News 
Legally 

Speaking 

 

 

 

 

 

 

 

 

 

Indian Bank Management Academy for Growth & 
Excellence (IMAGE) 

Inside………. 
Government  Policy  

 CBDT notifies new rules, forms for trusts, non-profit organisations  
 NITI considers separate PLI scheme  for  MSMEs  
 Centre considers bringing PSBs under   Companies Act   

                                                    ……….. & More 
Regulator Speaks 

 Reserve Bank likely to  buy out  Centre’s 51% stake in CERSAI  
 Mandatory interoperability for full-KYC PPIs proposed  
 RBI panel to ease  compliance burden 

                                                    ……….. & More 
 

Banking & Finance News  
 
 

 BharatPe rolls out instant loan facility for  small units  
 CBIC notifies new system for filing Bill of Entry 
 State-run banks prop up Jan Dhan as private lenders falter   

                                                   …….…. &  More 
 

Legally Speaking 
 

 SC issues guidelines to speed up cheque bounce cases 
    ……. ….. &  Key Financials of PSB s – Dec’ 2020 

(For Private Circulation Only) 

 



Banking Updates – April 2021 

 

 

1 

 

Banking Updates 
 

Government Policy 

MCA stipulates mandatory audit trail in 
accounting software used by 
companies  

The Ministry of Corporate affairs (MCA) has 
mandated every company that uses 
accounting software to maintain its books of 
accounts to only use software that has the 
feature to  record audit trail of each and every  
transactions put through after April 1.  Also, 
companies have now been mandated to create 
edit log of each change made in account books 
with the proper dates.  As per the 
amendments, companies must ensure that the 
audit trail is not disabled.  “This reporting 
change will not only increase the IT testing of 
the accounting software, it will also enhance 
accountability among company personnel and 
enable audit of pervasive controls (for 
example, segregation of duty using 
technology.” 

CBDT notifies new rules, forms for 
trusts, non-profit organisations  

The Income tax Department has notified a new 
set of rules and forms for trusts and non-profit 
organisations.    Registration under these rules 
will help these organisations get tax exemption 
for their income and will help in attracting 
funds wherein contributors get an exemption.  

The Central Board of Direct Taxes (CBDT) has 
come out with a specific format of application 
to grant approval for a fund, trust, institution, 
University, any hospital or other medical 
institution, under various provisions of Section 
10 of the Income Tax Act.  Under this particular 
section, there are incomes from certain funds, 
universities, educational institutions, hospitals 
etc, that are not included in the total income 
for taxation purpose.  The notification has laid 
down the rules related to the approval of the 
institution or the fund under various provisions 
of Section 80 G. 

4 PSBs to get ₹14,500cr  via zero-
coupon bonds 

The government has 
announced an infusion 
of ₹14,500 crore into 
Central Bank of India, 
Indian Overseas Bank, 

Bank of India and UCO Bank by issuing non–
interest bearing bonds to them despite 
reservations raised by RBI over the use of this 
instrument.  The recapitalisation bonds would 
be issued with six different maturities and 
would be at par for the amount, in line with 
the application made by the eligible banks.  
The special securities would be repayable at 
par on the date of maturity.   No interest 
would be payable on issue of these securities 
said the notification.  This is a shift from the 
past when the government issued interest-
bearing bonds to public sector banks. 
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Stand-Up India Scheme : Loans of 
₹25,586 cr given in 5 years 

In the nearly five years since its launch, banks 
have sanctioned loans aggregating ₹25,586 
crore to over 114322 accounts under the Stand 
– Up India scheme, The Finance Minister said.  
This scheme was launched on April 5, 2016 to 
promote entrepreneurship amongst women 
and scheduled castes (SCs) and Scheduled 
Tribes (STs).  While the total loans sanctioned 
to women stood at ₹21,200.77 crore (93,034 
accounts); that released to SCs totalled 
₹3335.87 crore (16,258 accounts) and for STs 
at ₹1,049.72 crore (4970 accounts).  The main 
purpose of the Stand-up India scheme is to 
provide loans for setting up greenfield 
enterprises in manufacturing, services or the 
trading sector and activities allied to 
agriculture. 

NITI considers separate PLI scheme  for  
MSMEs  

The NITI Aayog is working on a dedicated 
production-linked incentive (PLI) scheme for 
micro, small and medium enterprises (MSMEs) 
to help tem enhance capacity, as per top govt 
official.  The policy think tank is considering if 
the PLI scheme should be divided into two 
parts – one larger scheme for big companies 
with higher targets and another for smaller 
ones, which are the backbone of the Indian 
economy and are critical to the supply chain.    
The government has extended the PLI scheme 
to 13 sectors to integrate India’s 
manufacturing ecosystem with global supply 

chains. The scheme entails providing 
incentives to firms on incremental sales for 
five years over the base year of 2019-20. 

Banks turn hot-money into lucrative 
strategy   

The Reserve Bank of India’s attempt to flush 
out excess dollars from the local market has 
offered a unique arbitrage opportunity for 
some banks.  Lenders are using a regulatory 
loophole to make a sizeable profit.   A large 
bank could easily rack up exposures of more 
than $1 billion using this strategy, multiple 
traders said.  Top beneficiaries from these 
trades are foreign banks, which have large and   
easy access to dollar stockpiles.   At the center 
is the RBI’s decision in February to remove 
limits on local bank exposures to other 
countries and central banks.  RBI Governor had 
been hoping that banks would use their excess 
dollars to buy US Treasuries, for instance, 
rather than offload them in the local market. 

Covid defaulters can use MSME pre-
pack   

Micro, Small and 
Medium Enterprises 
(MSMEs) will be able 
to use the pre-
packaged insolvency 

scheme for Covid related default, which was 
exempt from the corporate insolvency 
resolution process.  The pre-packaged scheme 
that has been introduced through an 
ordinance by the ministry of corporate affairs 
will also provide lessons to the government on 
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increasing the scope of the provision to 
companies other than MSMEs.  The ministry is 
also expecting securities Exchange Board of 
India to extend exemptions related to takeover 
code, delisting regulations to the companies 
acquired through the prepackaged scheme. 

Centre has decided to peg the minimum 
threshold default at ₹10 Lakh for initiation of 
pre-pack insolvency resolution process by a 
MSME corporate debtor.  This decision comes 
on the heels of the centre issuing an ordinance 
to introduce a pre-packaged insolvency 
resolution process (Pre-pack) for MSMEs 
registered as a corporate debtor.  This 
ordinance received President’s assent on April 
4.  Pre-packs are an arrangement where the 
resolution of a company’s business is 
negotiated with a buyer before the 
appointment of an insolvency-professional.  
They are seen to be a viable alternative to the 
currency corporate insolvency resolution 
process as they are less time- consuming and 
more cost effective. 

Enable Covid  vaccination on priority 
basis for banking sector staff : Fin Min   

The Department of 
Financial services (DFS) 
in the Finance Ministry 
has urged the Union 
Home and Health 

Ministries to enable Covid -19 vaccination on 
priority basis to bank and NPCI employees.  
This will go a long way in assuring them about 
their safety and boost their morale in 
continuing to provide best services to their 

customers said DFS in a communication to the 
Home and Health Secretaries.  Making a case 
for the inclusion of banking sector staff in the 
“priority groups” for vaccination, the DFS has 
highlighted that the  Parliamentary Standing 
Committee on Home Affairs on Management 
of Covid-19 pandemic had in their report 
noted  and appreciated the efforts taken by 
the banking sector for providing uninterrupted 
and seamless banking facilities during the 
lockdown period.  

Picking the right banks for privatisation   

As part of the budget speech, the finance 
Minister had announced that the government 
budgeted ₹1.75 lakh crore from stake sale in 
public sector companies and financial 
institutions and this includes two PSU banks.  
The Chief Economic Adviser has said that the 
IPO of LIC of India may garner ₹1 lakh crore 
and the BPCL privatisation may bring in ₹75000 
– 80,000 crore.  The decision to select the 
banks for privatisation can be based on the 
following criteria. 

Price to book value – As these banks shares are 
quoted in the market, the market price of the 
share gives an indication on how the bank is 
rated in the market.  As the government’s aim 
should be to get maximum realisation for its 
assets, a higher price to Book value ratio may 
fetch better realisation. Price-Earning ratio (PE 
ratio) also gives an indication of how the 
market values these banks. 

Market capitalisation – One off the reasons for 
the government to privatise the banks is to 
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reach the target of stake sale and to manage 
the fiscal position.  So the banks which can 
provide maximum funds by privatisation can 
be a vital criteria to decide the candidate. 

Capital adequacy ratio – Another reason for 
privatising banks is to get away from the 
responsibility of providing further capital to 
these banks to meet CAR norms.  That way the 
CAR of banks can be another important criteria 
to decide the candidates for privatisation. 

Pension FDI cap may be hiked to 74%   

The government may hike foreign direct 
investment (FDI) limit in the pension sector to 
74% and a bill in this regard is expected to 
come in the next parliament session.  Last 
month, Parliament   approved a Bill to increase 
FDI limit in the insurance sector from 49% to 
74%.  The Insurance Act, 1938 was last 
amended in 2015, which raised FDI limit to 
49%, resulting in foreign capital inflow of 
₹26000 crore in the past five years.  
Amendment to Pension Fund Regulatory and 
Development Authority (PFRDA) Act 2013, 
seeking to raise FDI limit in the pension sector 
may come in the monsoon session or winter 
session depending on various approvals. 

Govt announces 50% rebate for start-
ups, micro industry, women 
entrepreneurs  

The government slashed the annual marking 
fee to get a new BIS license and certification by 
50% for micro-industry, start-ups and women 
entrepreneurs.  It also said the services of BIS 

are now made available free of cost to 
everyone and can be downloaded from the 
standardisation port of e-BIS. “The 
government has given 50% rebate on (new) BIS 
certification of products for start-up, micro 
industry and women entrepreneurs,” Food and 
consumer affairs Minister tweeted. An 
additional 10% rebate has been given to the 
existing license holders, which will give a boost 
to the government’s “Vocal for Local 
campaign, he added 

Expenditure dept gets direct control 
over   PFMS 

With the Expenditure 
Department of 
Ministry of Finance 
now deciding to 
directly control Public 

Financial Management System (PFMS), the 
cash management system of the government 
has undergone a major change after almost 
four-and-a-half decades.  Set up in 2009, the 
PMS is a web-based online software 
application developed and implemented by 
the Controller General of Accounts (CGA).  It 
was set up with an objective to track funds 
released under all Plan schemes of the Centre, 
and for real time reporting of expenditure at 
all levels of programme implementation.  
Subsequently its scope was enlarged to cover 
direct payment to beneficiaries under all 
schemes. 
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Centre to amend key  PSB privatisation  
laws   

The Government has started inter-ministerial 
consultations to draft the legislative changes 
required for privatisation of public sector 
banks (PSBs).  The plan is to opt for amending 
the relevant laws in one go, so that the process 
of PSB privatisation is not hindered by legal 
hurdles.  Deliberations are taking place within 
the government on whether to repeal the 
Banking Companies (Acquisition and Transfer 
of Undertakings) Acts of 1970 and 1980 
(Nationalisation Acts) the voting rights cap of 
10% for a non-government shareholder 
irrespective of his/her shareholding is among 
the key constraints identified.  The stipulation 
in the Banking Regulation Act, 1949, that no 
shareholder of a banking company – PSB or 
Private sector bank – can exercise voting rights 
more that 26% is also being reviewed. 

Centre considers bringing PSBs under   
Companies Act   

The government is considering bringing Public 
Sector Banks (PSBs) under the Companies Act 
to enable the privatisation of two state owned 
banks as announced in the Budget.  The 
finance ministry is holding discussions to bring 
legislative amendments and is considering 
bringing the two public sector banks (PSBs) out 
of the purview of Banking Companies 
(Acquisition and Transfer of Undertakings) Act, 
1970, and the Banking Companies (Acquisition 
and Transfer of Undertakings) act, 1980.  This   
would lead to such  banks being brought under 

the Banking Regulation Act  and  Companies 
Act, and would also eliminate the need to 
separately amend limits for private and foreign 
ownership , voting rights etc.,  a final decision 
however is yet to be taken. 

Fin Min ask PSBs,  insurers to postpone 
promotion process  

The Finance Ministry has asked all public 
sector financial intermediaries to take 
cognisance of the prevailing Covid-19 
pandemic situation and take appropriate steps 
to ensure that the promotion process factors 
in the constraints likely to be faced by their 
officers and staff. The ministry emphasised 
that officers and staff of public sector financial 
intermediaries - public sector banks (PSBs), 
public sector insurance companies (PSIC) and 
financial institutions (FIs) - may be given 
adequate opportunity for participating in the 
promotion process. Postponement of the 
promotion process may also be considered 
since   the promotion process has coincided 
with a spike in Covid-19 cases across the 
country along with lock down/curfew and 
increase in micro-containment zones. 

Parliament passes bill to set up NaBFID 

Parliament passed a 
bill to set up the 
National Bank for 
Financing Infrastruct- 
ure and Development 

(NaBFID) to fund infrastructure projects in 
India. The Rajya Sabha passed the National 
Bank for Financing Infrastructure and 



Banking Updates – April 2021 

 

 

6 

 

Development (NaBFID) Bill 2021 by voice vote. 
The bill was passed in the Lok Sabha on March 
23, 2021. The bill seeks to establish the 
National Bank for Financing Infrastructure and 
Development to support the development of 
long-term non-recourse infrastructure 
financing in India including development of the 
bonds and derivatives markets necessary for 
infrastructure financing and to carry on the 
business of financing infrastructure and for 
matters connected therewith or incidental 
thereto.  

 

Regulator Speaks 

Reserve Bank likely to  buy out  
Centre’s 51% stake in CERSAI  

The Reserve Bank of 
India may pick up the 
government’s 51% 
stake in the Central 
Registry of Securit- 

isation Asset Reconstruction and Security 
Interest of India (CERSAI).  CERSAI, which is a 
Government of India company, operates the 
central registry dealing with the filing of 
security interest of immovable, movable, 
intangible properties and assignment of 
receivables, among others, by lenders.  As the 
aforementioned activities are essentially   
related to banks and non banking finance 
companies, the finance ministry is believed to 
have sought the RBI’s opinion on the 
possibility of it picking up the government’s 
entire stake. 

Panel to evaluate applications for 
universal banks, SFBs   

RBI has set up a five member Standing External 
Advisory Committee (SEAC), headed by former 
Deputy Governor Shyamala Gopinath, for 
evaluating applications for Universal Banks as 
well as Small Finance Banks.  The other 
members of the SEAC,   whose tenure will be 
for 3 years are : Revathy Iyer, Director , Central 
Board, Reserve Bank of India; B Mahapatra, 
former Executive Director, RBI and  presently 
Chairman, National Payments Corporation of 
India  (NPCI); TN Manoharan, former 
Chairman, Canara Bank and  Hemant G 
Contractor, former Chairman, Pension Fund 
Regulatory and Development Authority 
(PFRDA). 

RBI to consider proposal to merge two 
or more UCBs 

RBI said it will consider proposals for merger 
and amalgamation of two or more Urban 
Cooperative Banks (UCBs).  This comes even as 
the central bank is evaluating proposals by 
three investors for acquiring the scam-hit 
Punjab and Maharashtra Co-operative (PMC) 
Bank.  As per the Amalgamation of Urban 
Cooperative Banks Directions-2020 issued by 
RBI, it may consider proposals for merger and 
amalgamation among UCBs under three 
circumstances,   including when the net worth 
of the amalgamated bank is positive and the 
amalgamating bank assures to protect the 
entire deposits of all depositors of the 
amalgamated bank.  The second circumstance 
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for considering proposal is when the net worth 
of amalgamated bank is negative, and the 
amalgamating bank on its own assures to 
protect deposits of the depositors of the 
amalgamated bank.  The third circumstance is 
when the net worth of the amalgamated bank 
is negative and the amalgamating bank assures 
to protect the deposits of all depositors of the 
amalgamated bank, with financial support 
from the State government, extended upfront 
as part of the process of merger. 

RBI announces FY22 schedule of 
monetary policy panel meet  

The Reserve Bank of India announced the bi-
monthly meeting schedule of the six member 
rate setting monetary policy committee (MPC) 
for FY 22.   According to the RBI, MPC’s first 
meeting is scheduled from April5 to 7, 2021.  
The subsequent meetings will be held from 
June 2 to 4; August 4 to 6; October 6 to 8; 
December 6 to 8 and February 7 to 9, 2022.  
Last year, the repo rate  (the interest rate at 
which banks borrow funds from RBI to 
overcome short-term liquidity mismatches) 
was cumulatively cut by 115 basis points in 
two tranches (to 4.40% from 5.15% on March 
27,2020  and to 4%  from 4.40% on May 
22,2020),  with the accommodative policy 
stance continuing through out.  The reverse 
repo rate (the interest rate banks earn for 
parking surplus liquidity with the RBI) was also 
cumulatively cut by 65 basis points in two 
tranches (to 3.75% from 4% on April 17, 2020 
and to 3.35% from 3.75% on May 22, 2020. 

Six-month breather to banks,  online 
payment aggregators   

The Reserve Bank of India gave banks and 
payment aggregators a six month breather by 
extending the timeline to comply with the 
framework for processing of e-mandates on 
recurring online transactions till September 30.  
Without this breather, millions of e-mandates 
set up by customers could have failed from 
April1, as many banks have not upgraded 
capacities to comply with the RBI’s 
requirements for enabling registering, tracking, 
modification and withdrawal of e-mandates.  
In fact, banks had sent out communication to 
their customers, asking them to make 
alternative arrangements for recurring 
transactions for utilities and bill payments, 
such as registering the biller on internet or 
mobile banking. 

RBI boosts back-ups, cuts down  on 
staff attendance   

The second wave of Covid-19 pandemic in 
Mumbai has prompted the central bank to 
beef up back-up centres to carry out essential 
services like payments systems while cutting 
down on staff attendance at its head office.  
The Central bank has three back-up centres - 
two in Navi Mumbai and one in Nagpur, nearly 
850 kms from Mumbai. One of the centres was 
activated to ensure the financial system runs 
smoothly in the wake of a once-in-a-century 
event.  The disaster management operations 
that were activated in March last year 
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continued throughout the year though with 
lesser staff as infections abated. 

Payment system operators  can take 
direct membership in RTGS, NEFT  

The Reserve Bank of 
India has proposed to 
enable regulated 
payment system 
operators to take direct 

membership in Central Payment Systems such 
as RTGS and NEFT.  “It is now proposed to 
enable non bank payment system operators 
such as Prepaid Payment Instrument (PPI) 
issuers, card networks, White label ATM 
operators  and Trade Receivables Discounting 
System (TReDS)  platforms, regulated by the 
Reserve Bank, to take direct membership in 
CPS,” said RBI Governor.  The facility is 
expected to minimise settlement risk in the 
financial system and enhance the reach of 
digital financial services to all user segments. 

Mandatory interoperability for full-KYC 
PPIs proposed  

The Reserve Bank of India has proposed to 
make interoperability mandatory for full-KYC 
pre-paid instruments (PPI) and for all payment 
acceptance infrastructure.   The RBI had issued 
guidelines in October 2018 for adoption of 
interoperability on a voluntary basis for full-
KYC PPIs.  RBI Governor noted that the 
migration towards interoperability has not 
been significant.  “To incentivise the migration 
of PPIs to full-KYC, it is proposed to increase 

the current limit on outstanding balance in 
such PPIs from ₹1 Lakh to ₹2 lakh. 

Deposit limit of payments banks to be 
doubled to ₹2 Lakh   

In a boost to payments banks, the Reserve 
Bank of India has doubled the current deposit 
limit for them to ₹2 Lakh.  “With a view to 
furthering financial inclusion and to expand 
the ability of payments banks to cater to the 
growing needs of their customers, the current 
limit on maximum end of day balance of ₹1 
lakh per individual customer is being increased 
to ₹2 Lakh said RBI Governor with immediate 
effect.  “The extant guidelines for Licensing of 
Payments Bank’s issued on November 27, 
2004, allow payments banks to hold a 
maximum balance of ₹1 Lakh per individual 
customer. 

Slew of  measures to enhance credit 
flow   

The Reserve Bank of India (RBI) announced a 
slew of measures to enhance the credit flow 
into the system. The measures include liquidity 
support of ₹50,000 crore for fresh lending 
during FY 22 to all India financial institution 
(AIFIs) like NABARD, SIDBI, NHB and Exim 
Bank. Apart from it, the regulator has 
enhanced the loan limit for individual farmers 
to ₹75 lakh from ₹50 lakh against pledge of 
agricultural produce. The RBI has also 
extended the priority sector lending (PSL) 
classification benefit for lending by banks to 
non-banking financial companies (NBFCs) by 
six months   upto September 30, 2021. 
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Keeping costs in mind, RBI not in 
favour of supervising NUEs  

The Reserve Bank of India is not in favour of 
having direct and supervisory control over the 
New Umbrella Entities (NUE) and instead 
wants agencies such as the National Payments 
Corporation of India (NPCI) or a newly formed 
body to take over the role.  One of the major 
reasons for the central bank being in favour of 
letting either the NPCI or a newly formed 
entity   take over the supervisory role is the 
high cost of setting up a new division at the 
RBI. 

Remain watchful of the evolving 
situation : RBI head to bank chiefs 

RBI Governor advised bank chiefs to remain 
watchful of the evolving situation amid the 
second wave of Covid-19 pandemic.  He asked 
them to continue taking measures proactively 
for maintaining their business continuity, 
sharpening business strategies and raising 
adequate capital for strengthening balance 
sheets.   At the meetings with the MD and 
CEOs of public and private sector banks, RBI 
Governor underscored the importance of 
credit flows in sustaining the nascent 
economic recovery.  The meetings were also 
attended by Deputy Governors and senior 
officials of the RBI. The Governor also 
emphasised the need for banks to maintain 
close vigil on the payments and other IT 
systems operated by them, and fortify those 
for enhanced efficiency and resilience to offer 
seamless and uninterrupted customer service. 

RBI panel to ease  compliance burden 

The Reserve Bank of India set up a new 
Regulations Review Authority (RRA 2.0) to 
streamline and increase the effectiveness of 
several procedures. The authority, to be 
headed by Deputy Governor M Rajeshwar Rao, 
will be set up for period of one year, unless the 
timeline is extended by the RBI.  The RBI had 
established an RRA back in April 1, 1999, for a 
period of one year to review the regulations, 
circulars, reporting systems, based on the 
feedback from the public, banks and financial 
institutions. According to the RBI, the 
recommendations from the RRA helped it 
simplify regulatory prescriptions, pave the way 
for issuance of master circulars and reduce the 
reporting burden on regulated entities.  The 
RBI said RRA 2.0 would be tasked with making 
regulatory and supervisory instructions more 
effective by removing redundancies and 
duplications, if any. 

RBI constituted a committee to 
evaluate ARCs 

RBI has set up a six-member committee to 
undertake a comprehensive review of the 
working of Asset Reconstruction Companies 
(ARCs) in the financial sector ecosystem and 
recommend suitable measures for enabling 
such entities to meet the growing 
requirements of the financial sector.  The 
committee, headed by Sudarshan Sen, former 
Executive Director, RBI will review the existing 
legal and regulatory framework applicable to 
ARCs and recommend measures to improve 
their efficacy.  It will review the role of ARCs in 
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resolution of stressed assets, including under 
Insolvency and Bankruptcy Code (IBC), 2016.  
The committee will make suggestions for 
improving liquidity and trading of security 
receipts and review of business models of the 
ARCs.  The committee will submit its report 
within three months from the date of its first 
meeting. 

 

Banking & Finance News 

Lenders to refer more companies for 
bankruptcy despite a pile-up  

Even as lenders are getting ready to send more 
companies to bankruptcy court in coming 
weeks, several old cases are awaiting 
resolution with no clarity on their completion.  
Those include high profile cases from the first 
list of 40 companies including Videocon 
Industries, Bhushan Power & Steel and Lavasa 
Corporation sent by the Reserve Bank of India 
for resolution.  The delay is mainly owing to 
litigation and late clarification by government 
agencies including the RBI.  There are several 
cases which have not seen resolution despite 
the committee of creditors announcing the 
highest bidder. 

Transfer  NPAs to bad bank  at book 
value :  Parliamentary Panel 

A parliamentary panel has recommended that 
the stressed assets of banks must be 
transferred to the proposed bad-bank at book 
value as the more time such assets are left on 
the lenders balance sheet the more is the 

prospect of their value eroding. The 
Parliamentary  Standing Committee on Finance 
said the bad-bank which will be owned by both 
public and private sector banks, will help in 
saving time and avoiding delays in resolving 
soured loans through consolidated decision 
making.  The Union Budget 2021-22 proposed 
setting up an asset reconstruction and asset 
management company led by banks to take on 
and consolidate the existing stressed debt, 
which would manage and dispose off the 
assets to alternate investment funds.  

Digital lenders on a fund raising spree 

Concerns about the 
sector notwithstanding, 
the digital lending 
segment is seeing a 
boom with increased 

demand for easy credit from customers.  Over 
the last few months, many of these lenders 
have raised funds for penetrating deeper into 
the country and launching new products and 
more such firms are expected to raise funds in 
the coming weeks.  Digital lenders, including 
IndiaLends, KreditBee and True Balance (for its 
lending arm, Tru credits), have raised funds via 
equity as well as debt in recent weeks. The 
easy availability of credit from these lenders 
has been a big draw for customers, especially 
with job losses and salary cuts since the Covid 
19 led crisis.  A number of these companies are 
also looking at offering other products such as 
virtual credit cards and insurance. 
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Privatisation of 2 PSBs may lead to 
negative migration of ratings 

The Budget proposal to privatise two public 
sector banks (PSBs) could lead to material 
negative migration of the long term issuer 
ratings and the ratings on Tier 2 instruments of 
the identified banks, especially those among 
the weaker non consolidated ones, cautioned 
India Ratings and Research.  Historically, the 
government has ceded majority in only one 
bank – IDBI Bank – with Life Insurance 
Corporation of India picking up majority stake 
in the bank.  The government has stated that 
banks would be privatised as opposed to being 
divested, which suggests that it may be 
considering ceding majority shareholding as 
well as control of the identified banks said the 
credit rating agency.  The agency believes 
ceding of control should make the proposal 
attractive for potential investors and may 
make it more viable to attract a large quantum 
of capital that this exercise may require. 

CBI books DHFL over fake accounts 
created in PMAY 

The Central Bureau of Investigations (CBI) has 
filed a case against Dewan Hosing Finance 
Corporation Ltd (DHFL),  its promoters Kapil 
Wadhawan and Dheeraj Wadhawan and  
unknown public servants for  siphoning off 
several thousand crore rupees in the name of 
the Pradhan Mantri Awas Yojana (PMAY)  by 
creating fake home loan accounts and claiming 
interest subsidy.  The agency has alleged that 
DHFL, already facing multiple investigations by 

various agencies, created 2,60,000 fake home 
loan accounts under PMAY for loans totalling 
₹14,046 crore, of which  it routed ₹11,755.79 
crores to several fictitious firms known as 
Bandra Book Firms. 

BharatPe rolls out instant loan facility 
for  small units  

With its focus on small and medium 
enterprises, BharatPe, announced the launch 
of a new lending product that will provide 
instant liquidity to distributors, wholesalers, 
traders and dealers.  Called Distributor to 
Retailer (D2R) Finance, it will offer collateral – 
free loans of up to ₹50 Lakh for seven days to 
30 days.   ‘BharatPe has already facilitated D2R 
loans of ₹50 crore in the first month of launch, 
and aims to facilitate disbursal of ₹2500 crore 
via this new product in the next fiscal year 
2021-22” it said in a statement. 

LIC seeks Bids for Custody Biz,  keeps 
MNC Banks  out 

India’s largest insurer, the state-owned Life 
Insurance Corporation of India (LIC) has 
virtually shut the doors to MNC banks as it 
prepares to move its huge holding of equity 
and corporate bonds to a new custodian.  The 
prestigious mandate, which the LIC board 
would finalise next month, involves running 
demat accounts for ‘assets under custody’ of 
close to ₹10 lakh crore.    The two eligibility 
conditions that have put global banks at a 
disadvantage are: First, If the bidder is a 
foreign company or and MNC, it must have any 
of its securities listed on a stock exchange in 
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India; Second, the MD & CEO of the custodian 
must give an undertaking that its servers are 
located in India and data on the servers shall 
not be replicated outside India. 

HDFC Bank follows SBI in extending 
special FD schemes for senior citizens 

Following the State Bank of India’s decision, 
HDFC Bank has also extended its special fixed 
deposit schemes for senior citizens by three 
months up to June 30.  A senior citizen who 
makes a fixed deposit under the HDFC Bank 
Senior Citizen Care FD will get an interest rate 
of 6.25%.  These rates have been applicable 
from November 13, 2020.  Such schemes had 
been launched by several banks last year 
during the height of the pandemic to provide 
some remunerative option to senior citizens at 
a time when interest rates were diving.  With 
interest rates not expected to increase 
anytime soon even though inflation is starting 
to strengthen again, financial experts note that 
FDs are among the safest bets for the elderly. 

Bank of England seeks to contain IT 
glitches, cyber attacks against banks 

Banks and other 
financial firms in Britain 
must set out  by March 
2022 how quickly  
critical parts of their  

business could recover from IT glitches, cyber 
attacks or other disruptions and how to 
minimise the impact, said the Bank of England.  
The BoE’s Prudential Regulation Authority 
(PRA), in conjunction with the Financial 

Conduct Authority, set out ground-breaking 
rules on operational resilience after glitches at 
TSB in 2019 and at other banks left millions of 
customers locked out of their online accounts 
and facing delayed payments. Andrew 
Husband, a financial services partner at 
consultants KPMG, said the rules were an 
international opportunity. 

Banks want Finance Ministry to pick up 
the tab for  loans above ₹2 Crore 

Banks want the government to pick up the tab 
for refunding amounts already recovered from 
borrowers, including those with loans above 
₹2 Crore, as interest on interest/compound 
interest/penal interest for the six month 
pandemic related moratorium period.  This 
comes in the wake of the Supreme Court’s 
Judgment in the Small Scale Industrial 
Manufacturers Association versus Union of 
India and other case.   

Bankers fear that if they have to foot the bill 
for the aforementioned refund, their bottom 
line will be impacted.   Hence, banks under the 
aegis of the Indian Bank’s association (IBA) are 
planning to request the finance ministry to 
enhance the scope of its October 2020 
‘Scheme for grant of ex-gratia payment of 
difference between compound interest and 
simple interest for six months to borrowers in 
specified loan accounts (March1, 2020 to 
August 31, 2020) to cover even loans above ₹2 
Crore. 
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CBIC notifies new system for filing Bill 
of Entry 

The Central Board of Indirect Taxes and 
Customs (CBIC) has notified a new system for 
filing Bills of Entry (BE) to speed up clearance 
of import goods.  Detailed provisions were 
made in the Finance Bill 2021.  After 
consultation with trade, CBIC has notified new 
regulations, which prescribe different time 
limit for the filing of BEs.  According to the new 
regulations, if a consignment comes in from 
Bangladesh, the Maldives, Myanmar, Pakistan 
or Sri Lank via sea route, the BE is required to 
be filed latest by the end of the day of arrival. 
For all other countries, importers will be 
required to file by the end of day preceding 
the day of arrival at the sea port. 

Retail payments : 6 consortiums in race 
to apply for NUE licence  

 Leading Banks, fintechs 
and India Inc. 
companies are joining 
hands to apply for 
licenses for the new 

umbrella entity for retail payments.  According 
to industry sources, about six such 
consortiums are set to apply for the license.  
RBI had extended the deadline to March 31.  
Some of the consortiums are likely to include 
tech giants, including Google and Facebook, 
while corporates, including Reliance Industries 
through Reliance Jio and Tata Sons, are also 
understood to be in the race.  

Banks and insurance firms confident of 
‘minimal’ disruption to  customers 

Most banks and insurance companies are 
confident that customers will not face any 
trouble once the new SMS scrubbing rules 
come into play unlike last time when users 
faced massive disruptions.  “Even when the 
new rules came into play last time, the issues 
were resolved by the end of the day.  We are 
hopeful that customers will not have a 
problem this time,” as per executive of private 
sector lender.  Another lender said that this 
time around messages such as OTPs will not be 
impacted as these have already been white-
listed. 

RBI may continue its curbs on HDFC 
Bank  

HDFC Bank’s wait to get back to the issuance 
of new credit cards is likely to get longer as 
back to back technical glitches it faced last 
month may prompt the Reserve Bank of India 
to continue with the bank experts said.  The 
outages are likely to trigger  an adverse audit 
reports by the RBI-appointed firm as the 
central bank, which has moved to a 24*7 
payments cycle has little tolerance for outages.  
Due to the recent outage, we believe the 
chances of an adverse report increases and 
hence the ban on issuance of new credit cards 
and launch off digital 2.0 banking could further 
get delayed said associate director at financial 
services firm Macquarie Capital. 
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Will the rush for retail loans pay off for 
banking industry?  

Retails loans may take over as the largest 
segment in over all bank credit during 2020-21.  
The segment, comprising home, auto and 
personal loans besides others, has already 
dethroned services sector (outstanding ₹26.6 
lakh crore) from its second spot and it trailing 
behind the industrial segment, which has a 
narrow lead.  Latest data from the Reserve 
Bank of India shows that outstanding retail 
loans stood at ₹27.74 lakh crore as on 
February, just a few notches below industrial 
credit outstanding at ₹27.86 lakh crore.  In 
percentage terms, retail loans now constitute 
29% of the total outstanding loans, while 
industrial credit comprises 29.1%. 

Customers irked as bank  mergers hit 
service   

Customers of public sector banks that  got 
merged with larger peers fear either missing 
out on dividend payments or facing cheque 
bounce charges on post dated instruments as 
they have not been able to intimate 
companies and lenders about the changed IFSC 
Code of their branches  or issue new MICR 
cheques before the March 31, 2021 deadline.  
They want this deadline extended as updating 
the new Indian Financial System Code in all the 
mandates given by them and notifying the 
remitters (of dividend on shares and interest 
on bonds) and replacing old post-dated MICR 
cheques given to lenders with new ones will 
take time. 

UPI transactions touch ₹5 trillion   

 Unified Payments 
Interface (UPI), the 
flagship payment 
platform of the 
National Payment 

Corporation of India (NPCI), continued its 
unprecedented rise in March.  It topped the ₹5 
trillion mark in terms of value of transactions 
and is steadily inching towards the 3 billion 
mark (per month) on a volume basis.)  
According to the data released by NPCI, UPI 
recorded 2.73 billion transactions amounting 
to ₹5.04 trillion in March up 19% from the 
previous month both in terms of value and 
volume.  In February, it had recorded around 
2.3 billion transactions amounting to ₹4.25 
trillion. 

PSU banks go slow on asset sales, 
await privatisation list  

Public sector banks that were not part of the 
consolidation process are going slow on their 
plans to monetise assets as part of their capital 
raising efforts. These banks have decided to 
wait and see whether they are candidates for 
the government’s privatisation plan before 
initiating any stake sale. The thinking is that 
private investors might see more value in a 
bank that has other businesses that can be 
grown.  Central Bank of India allowed a deal to 
sell its housing finance arm Cent Bank Home 
Finance to fall through by not going ahead 
with the transaction before the long-stop date 
of March 31, 2021.  In terms of the deal the 
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public sector lender would have received ₹160 
crore. 

Like telcos, banks to soon pester 
customers every day to pay up 

From July banks may constantly nag customers 
for overdue payments, sending you messages 
every day to pay up, a tactic currently used by 
telecom companies.  Banks, especially public 
sector lenders, generally alert people once at 
the end of the month.  Working on a Reserve 
Bank of India mandate to automate their non 
performing assets (NPA) alert system on a real-
time basis, instead of manually gauging the 
NPA status at the end of the month, Chennai 
based Indian Bank sent a message to its 
surprised customers.  “As per the change in 
Bank’s policy, loan accounts will be flagged as 
NPA on a daily basis instead of month end 
flagging from June 2021.” 

PNB plans to hire non-judicial member 
to scrutinise proposals on compromise, 
write off   

Punjab National Bank is looking to hire a non-
judicial member for seeking advice on issues 
like compromise and write off related to loans.  
The public sector lender has invited expression 
of interest (EOI) from professional or retired 
personnel based in or around Delhi.  The non-
judicial member will act as a member of the 
Head Office Committee (HOSAC) which has 
been constituted by the bank for scrutinising 
the proposal relating to compromise/write off, 
the release of guarantors, waiver of legal 
action among others and for making its 

recommendation to the competent authority 
for consideration, according to EOI. 

In relief to micro-enterprises, ICAI 
softens accounting standards blow 

The Institute of Chartered Accountants of India 
(ICAI) has exempted micro-enterprises from 
adoption of certain accounting standards 
mandated for non-corporate entities.  This was 
decided in a recent meeting of the central 
council held on March 18-19, where the 
matter relating to applicability of accounting 
standards issued by the ICAI to non-company 
entities (enterprises) was considered.  For the 
purpose of applicability of accounting 
standards, non company entities have been 
classified into four categories : Level-I, Level-II, 
level-III and Level-IV. The new scheme will 
come into effect for accounting periods 
commencing from April 1, 2020.   

The main change now is that a special category 
(Level IV) has been created for micro-
enterprises and the ICAI has specified that 
complex accounting standards related to 
segment reporting, party transactions, and 
impairment of assets will not be applicable to 
them. As the Level-IV entities are those with 
annual turnover less than ₹10 crore and 
borrowings less than ₹2 crore, they will not be 
subjected to the adoption of these accounting 
standards, sources added. 

The ICAI also revised the turnover and 
borrowing limits for deciding the criteria for 
classification of non-company entities for the 
applicability of accounting standards. This 



Banking Updates – April 2021 

 

 

16 

 

follows the government’s revision of the 
definition of MSME last year. In tune with the 
changed MSME definition, the ICAI has also 
changed the turnover and borrowing limits in 
deciding the categories of non-corporate 
entities, they said. 

However, the latest relaxations/exemptions 
will not apply to non-corporate entities which 
may also be required to follow Ind-AS as per 
the relevant regulatory requirements 
applicable to such entities, the CA Institute 
said. 

GNPA of banks to rise to 9.6 – 9.7% by 
FY 21 end : ICRA 

Credit rating agency ICRA expects the Gross 
Non-Performing Assets (excluding write-offs) 
of banks to rise to 9.6 -9.7% by March 31,2021  
and 9.9 to 10.2% by March 31, 2022  from  
8.6% as on March 31, 2020, as the impact of 
various  Covid 19 pandemic related relief 
measures wanes off.   As the impact of various 
relief measures such as moratorium on loan 
repayment, standstill on asset classification 
and liquidity extended to borrowers under 
guaranteed emergency credit line (GECL) 
wanes off, the asset quality pressures are likely 
to resurface, ICRA said. 

Union Bank looks to digitise recovery 
processes 

Union Bank of India is looking to digitise and 
automate its recovery processes, according to 
a tender document issued by the lender.  It has 
sought bids from vendors to implement the 

software solution and maintain it for five 
years.  Banks intends to implement a software 
solution for digitising and automation of 
recovery portfolio and creating a single 
platform data base solution which should be 
capable of handling the modules. Bidders need 
to design, implement and manage the entire 
software solution for the period of five years.  
The various modules which the bank plans to 
digitize include proceedings under 
Securitisation and Reinforcement of Financial 
assets Act (SARFAESI), Debt recovery tribunals 
(DRTs) the Insolvency and Bankruptcy Code, 
Civil suits, Revenue Recovery Act, Lok-Adalat, 
Valuation, insurance, engagement of recovery 
agents and vehicle loan NPAs. 

State-run banks prop up Jan Dhan as 
private lenders falter   

 India’s state run banks 
helped drive the tally of 
Jan Dhan bank accounts 
in the year ended 31, 
March, offsetting a 

weaker performance by private lenders in the 
government’s flagship financial inclusion 
programme.  Private Banks counted 55,349 
fewer Jan Dhan bank accounts as of end 
March, compared to the start of FY 21.  State-
run lenders, meanwhile continued to power 
the program’s reach.  As of 24th March, the 
total numbers of such basic savings accounts 
stood at 420.8 million for all banks, up from 
380.7 million as of 1 April 2020.  This is the 
aggregate of public sector banks, Regional 
Rural Banks and private banks.  
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As Covid cases rise, microfinance 
industry wary of impact on its 
collection efficiency   

The microfinance industry, which has been 
inching towards pre-Covid levels – both in 
terms of disbursements as well as quality of 
portfolio - now seems a little wary of the 
impact of the sudden surge in Covid-19 cases 
on its collection efficiency.  Any impact on 
collections may also hurt growth in 
disbursements, as fresh loans to existing 
customers will only be sanctioned as and when 
they foreclose the previous loan.    This apart, 
disbursements to new customers may also be 
impacted if field operations are affected due 
to the increase in restrictions in certain 
regions, including Maharashtra, Tamil Nadu 
and Odisha. 

ICAI  proposes to continue relaxation 
on lease accounting   

With Covid -19 continuing to wreak havoc on 
the Indian economy, the CA institute proposed 
to extend by one year the validity of an 
existing pandemic induced accounting relief on 
‘leases’, bringing some respite  especially for 
players in airlines, retail, multiplexes, hotels 
and telecom sectors.  If and when approved, 
the lessees can account for the rent 
concessions (rent holiday, rent reductions) 
that they may receive from lessors during the 
pandemic as if they are not lease modifications 
for another one year from June 30 as per 
accounting experts. 

Systemic risk in banks to remain high  : 
S & P  

S & P Global ratings said the systemic risk in 
Indian banks is likely to remain high in the 
wake of the second wave of COVID 19 and high 
proportion of weak loans.  S & P estimates 
weak loans in banks at 11 -12% of gross loans.  
S & P Global Ratings believes systemic risks 
facing banks in India is likely to remain high in 
the wake of the second wave of COVID -19 
infections and a high proportion of weak loans.    
This is even though India’s economic recovery 
and steps by the central bank and the 
government to cushion the effects of the 
economic crisis will continue to limit stress on 
the balance sheets of these banks.  S & P said 
the balance sheet weakness in smaller 
businesses is likely to contribute to 
incremental on non- performing loans (NPLs) 
for banks.  Services sectors such as airline, 
hotels, malls, multiplexes, restaurants and 
retail have seen a significant loss of revenue 
and profit on account of COVID-19 
containment measures.  Retail loans, especially 
unsecured personal loans and credit card loans 
could also contribute to higher NPLs. 

Second Covid wave poses a credit 
negative threat to economic recovery: 
Moody’s   

The second wave of coronavirus infections 
poses credit negative threat to India’s 
economic recovery, according to Moody’s 
investors Service.  Referring to India recording 
its highest daily surge since the start of the 
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pandemic,  pushing its active cases loan 
further past  10 lakh, Moody’s observed that 
the announced countermeasures to combat 
the second wave – some of which  are due to 
remain in place at least until the end of April – 
risk weakening the economic recovery.   
However, the targeted nature of containment 
measures and rapid progress on vaccinating 
the population will mitigate the credit negative 
impact, it added.  The second wave of 
infections presents a risk to its growth forecast 
(baseline forecast is for real GDP to grow 12% 
in yearly terms in 2021) as the re-imposition of 
virus management measures will curb 
economic activity and could dampen market 
and consumer sentiment. 

Got the jab ?  Your bank deposit to  get 
interest ‘ booster’ dose 

As an incentive to encourage people to take 
Covid-19vaccination, companies are looking to 
offer special benefits to customers who have 
taken the shot.  Public sector lender Central 
Bank of India, for instance, has launched the 
immune India deposit Scheme 1111 days with 
25 basis points extra interest rate for those 
who are Covid vaccinated. “To encourage  
vaccination under Covid-19, Central Bank of 
India launches Special Deposit Product 
‘Immune India Deposit scheme’  for  1111 days 
at an attractive extra interest rate of 25 basis 
points above the applicable card rate for 
citizens who got  vaccinated, the bank said in a 
statement adding that it is a limited period 
offer. 

PNB, Indian Bank among PSBs looking 
to raise upto₹8000 crore  

Public sector banks in need of raising equity 
have begun preparations for share sales but 
the second wave of the coronavirus may delay 
their plans.  Punjab National Bank (PNB), 
Indian Bank and Bank of Maharashtra will be 
looking to collectively raise anything between 
₹6000 crore and ₹8000 crore but much would 
depend upon the market conditions.  Public 
sector banks would need about ₹43000 crore 
of fresh equity capital this fiscal, rating firm 
ICRA estimated.  The government would infuse 
₹20000 crore and the balance needs to be 
mobilised from the market. 

Buyers will need clarity on pension 
liabilities   

Potential buyers will need clarity vis-à-vis the 
pension liabilities of the two public sector 
banks (PSBs) the government intends to 
privatise as they may not be willing to take 
over these liabilities.  To attract investors, 
industry experts say the government may have 
to hive off the pension funds of the two yet to 
be identified PSBs that will be put on the block.  
Before the govt sets the ball rolling on 
privatisation, actuarial valuation of pension 
funds should be done and shortfall, if any, in 
respect of retired and serving employees 
should be provided beforehand. 

Charge on cash withdrawals to stay:SBI 

SBI said that it has retained charges on cash 
withdrawals over and above four free 
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withdrawals per month but has stopped 
recovering charges in such accounts on all 
digital transactions.  RBI, in August 2012, had 
mandated that banks are free to levy 
reasonable charges in BSBD (Basic Savings 
Bank Deposits) accounts beyond four free 
transactions.  The availment of such additional 
services shall be at the option of the 
customers.  In view of the regulations, the SBI 
introduced charges for debit transactions 
beyond four free transactions in BSBD 
accounts with effect from June 15, 2016 with 
prior intimation to the customers.  In August 
2020, the CBDT – Central Board of Direct Taxes  
however, advised banks to refund the charges 
collected, if any, on or after January 1,2020 on 
transactions carried out using the digital mode 
and not to impose charges on future  
transactions carried out through such modes.  
The objective is also to encourage BSBD 
account holders including PMJDY account 
holders to adopt digital payment through the 
prescribed modes vis-à-vis the cash 
transactions. 

Bank Credit  records slowest  rate of 
growth in 2020-21   

Bank credit has grown at its slowest pace ever 
recorded indicating weak demand for loans 
especially from companies and also a gradual 
shift by the higher rated borrowers to the 
bond market.  Credit growth slowed further to 
5.6% in the fiscal ended March 2021 compared 
with 6.1% reported in fiscal 2020, as per RBI 
data.  This is the slowest pace of growth since 
the data available n the RBI website as far back 

as 1965.  Care Ratings said the slowdown in 
credit demand indicates the lack of investment 
appetite from corporate India and also the 
reluctance of banks to expand credit to lower 
rated companies. 

Citi retreat  shows global bank’s 
struggle with mkt share in India 

Citigroup’s  plan to exit its retail business in 
India under-scores the frustrating battle for 
market share  international banks face in one 
of Asia’s largest economies despite plowing in 
billions of dollars over the past decade.   
Increased rivalry from domestic lenders, 
especially in consumer financing and fierce 
competition for top talent contributed to the 
challenges that overseas banks have often 
struggled to overcome. High capital and 
regulatory requirements also proved onerous.  
Citigroup Chief Executive said that the bank 
had decided it didn’t have the scale it needed 
to compete in India and 11 other markets. 

SBI, Private banks in  race for citi’s  
card business  

Citi’s decision to quit the Indian market has 
thrown up an opportunity for domestic private 
banks that are looking to scale up their credit 
card business.  SBI card, a subsidiary of State 
Bank of India, saw its share price jump 7.5% on 
16.04.2021.  According to payments industry 
sources, the biggest player in the card business 
– HDFC Bank – is hamstrung by the restrictions 
placed by the RBI on acquiring fresh 
customers.  SBI, besides benefiting from the 
slowdown in issuance among rivals, is also 



Banking Updates – April 2021 

 

 

20 

 

seen as a contender for Citi’s cards business.  
According to Macquarie Capital research 
analyst, Citi is likely to sell individual business 
segments to different players.  And multiple 
banks are interested in the card business. 

In a first for Indian fintech start-up, 
Razorpay triples valuation to $3 billion 
in six months 

Razorpay has become the first Indian fintech 
start-up to triple its valuation to $3 billion, 
with its latest $160 million series E round fund 
raising, in less than six months after it became 
a Unicorn in October 2020.  The latest round 
was co-led by existing investors GIC, 
Singapore’s wealth fund and Sequola India 
along with participation from Ribbit Capital 
and Matrix Partners. The new funding gives 
Razorpay a total of $366.5 million in 
investments since its inception in 2014, 
including its $100 million series D round last 
October. 

Bank FDs in spotlight as returns of 
liquid funds  hit 2 decade low 

Returns on liquid funds have slumped over the 
past few months, with 1 year returns now at 
3.4% – among the lowest in the past two 
decades - and below the short term interest 
rates offered by several banks on fixed 
deposits.  This will especially hurt institutional 
investors, who contribute an estimated 80% to 
assets of such funds.   There is excess liquidity 
in the system following the supportive action 
by the Reserve Bank of India (RBI), with 
reverse repo rates at 3.35% and this is being 

reflected in the returns of liquid funds.  
“Returns are likely to remain at current levels 
as it is clear that the RBI is in no mood to 
increase rates.  There is surplus liquidity and 
there is no credit pick-up.  

ATMs feel the  heat  as  digital gains 
currency  

With the pandemic spurring a surge in digital 
payments, public sector banks have shuttered 
more than 4600 automated teller machines in 
one year alone and scaled down their 
deployment of cash deposit machines as per 
RBI data.  Digital transactions surged more 
than 50%, while those on the Unified 
Payments Interface platform more than 
doubled in a year.  “The banking industry as a 
whole is no longer adding any more ATMs – In 
fact there has been depletion in the overall 
numbers. 

HDFC Bank embarks on technology  
transformation agenda  : MD tells staff   

Having faced multiple episodes of digital 
banking glitches in the last two years, HDFC 
Bank has embarked on a Technology 
Transformation Agenda to provide safe and 
secure banking services to its customers.  
HDFC Bank managing director, in a letter to 
employees said the bank has faced five 
instances of downtime in last 28 months and 
every instance had hardened the bank’s 
resolve to do better, keeping customers in 
mind.  Now the bank embarked on a scale 
changing technology adoption and 
transformation agenda to help drive further 
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growth plans.  Giving details of the technology 
transformation agenda, the bank said it had 
invested heavily in the infrastructure to handle 
any potential load that it might encounter in 
the next three to five years. 

Extend one-time restructuring of 
MSME advances  : FIDC to RBI 

The Finance Industry Development Council 
(FIDC) has urged the Reserve Bank of India to 
consider extending the one-time restructuring 
of MSME advances till March 31, 2022 in the 
wake of the second    wave of Covid -19.  The 
RBI had,  in February last year, allowed one- 
time restructuring of existing MSME advances, 
classified as  ‘standard’   without downgrade in 
the asset classification, subject to certain 
additional provisioning and compliance with 
the conditions prescribed in the said 
notification.  The time limit for implementation 
of the said restructuring was till December 31, 
2020.  FIDC said that owing to the second wave 
of Covid-19, MSMEs and the retail and 
wholesale trader industry have not been able 
to revive their economic activities and 
therefore, are in urgent need of support from 
lenders. 

Banks, chambers seek further NPA  
relief   

Banks, battered by the pandemic last year, are 
bracing for more pain after the imposition of 
lockdown-like curbs by several states in 
response to rising Covid-19 infections. Lenders 
fear that the fresh restrictions would hurt 
borrowers, triggering a second wave off loan 

defaults and worsening asset quality.  But, RBI 
is not keen on granting another moratorium 
period on loans for borrowers. This would 
mean that every default will be counted as a 
delinquency, adding to the bank’s headline 
gross bad loan levels (GNPA) and pinching 
lenders harder.  Anticipating that the NPA 
situation will worsen, both bankers and 
industry chambers have pitched for some sort 
of relief for retail and small business loans. 

ICICI Bank enables customers to break 
high-value transactions into EMIs  

ICICI Bank customers can break their high 
value transactions of over ₹50,000 into 
suitable EMIs directly on its internet banking 
platform to make their purchases more 
affordable. It will be applicable on transactions 
up to ₹5 lakh and will bear no additional cost 
on the customers. Customers can purchase 
gadgets or pay for their insurance premium or 
school fees in easy EMIs from their savings 
account using the internet banking platform. 
Customers can select tenures of 3, 6, 9 or 12 
months for the EMIs. The bank has tied up 
with online payment gateways BillDesk and 
Razorpay to enable this facility.  

PSBs to push co-lending with NBFCs, 
digital agri financing under Ease 4.0  

State-run banks will focus on co-lending with 
non-banking firms, digital agriculture financing, 
synergies and technological resilience for 24x7 
banking as part of their reforms agenda for 
this fiscal, Ease 4.0, a senior official aware of 
the developments Launched in January 2018, 
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Enhanced Access and Service Excellence (EASE) 
is the common reform agenda for all public 
sector banks. This year PSBs will focus to 
introduce and promote new analytics-based 
offers to existing retail customers like pre-
approved car loans, EMI offers on ecommerce 
purchases and also for existing MSME 
customers Such offers will be based on bank 
transactions, income tax and GST returns, 
transactions on e-commerce portals, and other 
operational data. As per the reform agenda, 
banks will leverage partnerships with third 
parties, including agritech firms and strive to 
automate processing and sanction of 
agricultural loans based on field visit, borrower 
interaction, and risk assessment in states with 
digitised land records Under the co-lending 
model with non-banking finance companies, 
the banks will take 80% exposure, while NBFCs 
will provide customer service and grievance 
redressal. Risk assessment will be done 
independently and also for monitoring and 
loan recovery. For prudent banking, banks 
individually will look to recalibrate triggers and 
thresholds based on past portfolio 
performance, experience of efficacy of the 
triggers, nature and frequency of actions. 
There is a need to refine early warning system 
(EWS) models based on importance of warning 
signals and generation of alerts based on 
patterns and correlation in data. 

 

 

 

Legally Speaking 

SC issues guidelines to speed up 
cheque bounce cases 

To ensure speedy 
disposal of more than 
35 lakh cheque bounce 
cases pending in 
various courts, the 

Supreme Court gave a number of directions, 
including asking the government to amend the 
laws to allow clubbing of multiple trials in 
cases filed for a same transactions against 
anyone. To avoid multiplicity of proceedings  
and to reduce the burden on the docket of  the 
criminal courts,  a five-judge Constitution 
Bench led by Chief Justice  S A Bobde 
recommended that “suitable amendments” be 
made in the Negotiable Instruments Act for 
provision of one trial against a person for 
multiple offences under section  138 
committed within a period of 12 months. 
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Financials of Public Sector Banks– Quarter ended 31.12.2020 (Rs in Crores) 
Sl.No Bank Total  

Business(Net) 
Operating 
Profit Net Profit Gross NPA Net NPA CRAR 

Basel III ROA 

  Amount Amount Amount Amount % Amount % % % 
1 Bank of Maharashtra 266875 902 154 8072 7.69% 2580 2.59% 13.65% 0.34% 
2 Bank of Baroda 1699981 5591 1061 63182 8.48% 16668 2.39% 12.93% 0.37% 
3 Bank of India 1026866 2836 541 54997 13.25% 9077 2.46% 12.51% 0.28% 
4 Canara Bank 1640582 5382 696 49789 7.46% 16774 2.64% 13.69% 0.24% 
5 Central Bank of India 504728 1193 165 29486 16.30% 7515 4.73% 12.39% 0.19% 
6 Indian Bank  910894 3099 514 35237 9.04% 8537 2.35% 14.06% 0.35% 
7 Indian Overseas Bank 371585 1731 213 16753 12.19% 3905 3.13% 11.49% 0.28% 
8 Punjab National Bank 1809588 6391 506 94479 12.99% 26598 4.03% 13.88% 0.15% 
9 Punjab & Sind Bank  155115 140 -2376 8490 13.14% 1638 2.84% 16.39% -8.90% 
10 State Bank of India  5992360 17333 5196 117244 4.77% 29032 1.23% 14.50% 0.49% 
11 UCO Bank  319218 1334 35 11440 9.80% 3228 2.97% 12.08% 0.06% 
12 Union Bank of India 1534396 5311 727 87969 13.49% 19063 3.27% 12.98% 0.28% 
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Ready Reference   

Important Banking Indicators  

CRR   3.00%   

SLR 18.00%  

Repo Rate    4.00% 

Reverse Repo   3.35% 

MSF Rate   4.25% 

Bank rate   4.25% 

 

MCLR/RBLR Rates of our Bank w.e.f. 01.10.2020 

Overnight 1month 3months 6 months One Year RBLR 

7.05% 7.10% 7.25% 7.30% 7.30% 6.80% 


