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being discussed, an assessment is being done
on the capital requirements for banks. These
are some projections which may vary
depending on various factors such as the banks
plan to raise capital and spike in bad loans.

Government Policy
Govt may bring regional rural banks
under holding company

Centre plans E-portal to sell MSME
products

The government is
working on a policy to
bring regional rural
banks (RRBs) under a
holding company to
better govern these lenders and help them
raise equity from the market. The intention to
further reform the regional rural banking space
may feature in the Union Budget. Currently
there are 43 RRBs in the country. The step
would help centralise their functioning,
improving efficiency and ensure they are run
professionally. Also there would be a common
strategy for the 21,871 branches of these
banks. An internal committee has been
formed by the government with members
from National Bank for Agriculture and Rural
Development (NABARD) and RBI.

The Centre is working with State Bank of India
to launch an E-portal on the lines of Amazon to
facilitate Medium, Small and Micro Enterprises
to sell their products, Transport and MSME
Minister said.
At present Amazon.com
generates a business of around ₹70000crore
annually for Indian MSMEs which can be
enhanced by a dedicated E-portal to enable
them compete with global brands. It is stated
that the Government aims to increase the
share of MSME sector in total exports from the
current 48% to 60% in the coming years.
Further this would go a long way in boosting
the
Atmanirbhar
Bharat
programme
announced by the Prime Minister.

Govt extends benefits of tax refund
scheme to all export goods

Budget may keep ₹25000 Cr for PSB
capital infusion

The Government has decided to extend the
benefits of the Remission of Duties and Taxes
on exported Products (RoDTEP) to all export
goods starting January 1, 2021. The rates
under this scheme, which are expected to be
notified “Shortly” will be applicable from this
date to all eligible exports of goods
“irrespective of the date of notification”,
stated the Ministry of Finance in a release
about the development. According to the

The government may set aside about ₹25000
crore in the FY22 budget for providing capital
to state run banks. The finance ministry has
sought details from lenders on capital
requirements, estimated bad loans and plans
to raise funds. The final capitalisation amount
will be decided after these discussions. While
various proposals including a bad bank are
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government, the decision to extend the
benefits of the scheme to all export goods
would be a “major step” to boost exports.

stronger stand and recommended that the
NPA problem be laid out transparently. If the
RBI has its way, the government will have to
allocate more money to keep banks
operational. It had earmarked ₹20000 Crore
this financial year for bank recapitalisation.

Fin.
Min
seeks
feedback
on
rationalisation of compliances under
various DFS Acts

Bank Investment Company may be
approved, finally

The Finance Ministry has sought feedback
from key stakeholders in the financial system
on whether compliances under major Acts
administered by the Department of Financial
Services can be rationalised. The Ministry
wants the stakeholders to provide inputs on
each interface, where a citizen has to interact
with the respective institution and whether
this can be simplified. This exercise is aimed at
making the regulatory framework simple and
to rationalise the compliance burden for
citizens and business. The Ministry which
sought feedback from Banks, Insurance
companies, microfinance institutions and a
couple of
large non-banking finance
companies said the key objective of this
exercise is to provide services in a time-bound,
transparent, and predictable manner with
minimum human interface.

The centre is set to
breathe life into the
Bank
Investment
Company (BIC) in
the Union Budget
2021-2022, and simultaneously start the
process of amending the Bank Nationalisation
Acts of 1970 and 1980, and the State Bank of
India (SBI) act of 1955. This will bring to
fruition discussions between the centre and
the Reserve Bank of India (RBI), which have
been on since June 2020. The Indian Bank’s
association has also figured in some of the
parleys. The lack of fiscal head-room and the
fact that the valuations of these banks are low,
have resulted in the Centre’s stake in some of
the state-run banks going above 90% (that is, if
the Life Insurance corporation of India’s stake
is also taken into account). The two options
before the centre are: to abstain from
participating in the capital –raising plans of
these banks, or set up the BIC under the
companies Act (2013) as suggested by the P J
Nayak Committee in 2015.

Fin Min, RBI to thrash out differences
on NPAs
Officials from Finance Ministry and the RBI will
meet shortly to settle differences over bank
recapitalisation and non performing assets
(NPA). According to finance ministry sources,
the government wanted the RBI to go soft on
NPAs in the upcoming Financial Stability
Report (FSR). However
RBI has taken a
2
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Govt mulls infra bank with ₹1 Lakh cr
corpus

Bank continue to be Domestic Systemically
Important Banks (DSIBs) or institutions which
are ‘too big to fail’. Systemically important
Banks are subjected to higher levels of
supervision so as to prevent disruption in
financial services in the event of any failure.
The Reserve Bank had issued the framework
for dealing with D-SIB in July 2014. The D-SIB
framework requires the central bank to
disclose the names of banks designated as DSIBs starting from 2015 and place these
lenders in appropriate buckets depending
upon their Systemic Importance Scores (SISs).
“SBI, ICICI Bank and HDFC Bank continue to be
identified as Domestic Systemically Important
Banks under the same bucketing structure as
in the 2018 list of D-SIBs.

India is considering a proposal to create a bank
to help fund port, road and power projects as
the Govt aims to lift Asia’s third largest
economy out of the recession. The new entity
is likely to be part of the budget
announcement in February, may have an
equity capital of ₹1 Lakh crore ($13.7 billion).
The existing India Infrastructure Finance
Company Ltd., which has a ₹2000 Crore
corpus, will be merged with the bank.

Regulator Speaks
RBI may crack whip on e-lender’s
recovery agents

Small Finance Banks have
presence in well banked States

The Reserve Bank of India’s working group on
digital lending is expected to recommend
measures to rein in excesses by recovery
agents, particularly things like damaging the
reputation of customers for late payment of
small amounts. Sources familiar with the
thinking of the RBI said the central bank was
strongly of the opinion that immediate
measures be taken to restrain recovery agents
from using private messaging apps to send
texts to those in the contact list of a late payer
or defaulter.

wider

Small Finance Banks
(SFBs) have greater
concentration
of
branch network in
relatively
wellbanked States, according to an assessment in
the Reserve Bank of India’s (RBI) latest
monthly bulletin. While there has been a rapid
growth in the branch network of SFB’s since
their inception, this growth has been markedly
concentrated in the southern, western and
northern regions, which are known as the
relatively well banked region in the country
and SFB’s penetration in the north eastern
region, which is known to be the least banked
region, remains low as per RBI report.

SBI, ICICI Bank, HDFC Bank systemically
important
The RBI said state-owned SBI, along with
private sector lenders ICICI Bank and HDFC
3
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Recent shifts in macroeconomic
landscape brighten outlook – RBI

employment of social collateral of self help
groups. SFB’s many of which were erstwhile
NBFC-MFIs too have reported low NPA ratios
as per report.

The recent shifts in the macroeconomic
landscape have brightened the outlook for the
country with the GDP “in striking distance of
attaining positive territory” and inflation
easing closer to the target as per RBI. Further
financial markets remain ebullient with EMEs
(emerging market economies) receiving strong
portfolio inflows and India on track for
receiving record annual inflows of foreign
direct investment. In its article on ‘State of
Economy’ RBI said that the shape of recovery
would be v-shaped and aided by the country’s
vaccination drive, which is likely to be the
biggest in the world backed by its comparative
advantage of having the largest vaccine
manufacturing capacity and a rich experience
of mass inoculation drives against polios and
measles.

Survey launched to get inputs for
monetary policy
The Reserve Bank of India announced the
launch of the next round of household surveys
to capture inflation expectations and
consumer confidence, which provide useful
inputs for its monetary policy. The Central
bank has been conducting these surveys
regularly. Announcing the launch of the
January 2021 round of the inflation
Expectations survey of households (IESH), the
RBI said it aims to capture subjective
assessments on price movements and inflation
from about 6000 households, based on their
individual consumption baskets across 18
cities.
The cities include Ahmadabad,
Bangalore, Chandigarh, Chennai, Delhi and
Thiruvananthapuram.

SFB’s low NPA ratio reflects better
credit risk management

Consumer protection regulator wants
RBI to ensure banks don’t delay refund

Small finance Banks have been able to keep
non-performing assets under control through
relatively better management of their
portfolios, the Reserve Bank of India said in a
report. At the same time, the report pointed
out that the expansion of SFB branches has
been concentrated in the same areas as
private banks. “One of the creditable features
associated with micro finance has been its
lower loan defaults, which have been made
possible by better management and
supervision of the credit portfolio through the

Amid rising consumer
complaints regarding
delay in reverse or
refund of money
deducted on account
of failed or cancelled banking transactions, the
newly set up Central Consumer Protection
regulator (CCPA) has flagged this issue to the
RBI, seeking its intervention to ensure banks
reverse money on time. In a letter to RBI, the
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Central Consumer Protection Authority stated
that
2850
complaints
pertaining
to
transactions failed/cancelled but money not
refunded forming 20% of the grievances
registered in the banking sector, have been
received through the government run National
Consumer helpline (NCH).

lender as ‘weak’ and the one which is in “more
trouble”. An evaluation of the PCA framework
is due by the RBI and the bank is expected to
come out of it as per sources.

Banks need to gear up to meet new
challenges
Cautioning of imminent stress in the banking
sector after unwinding of the measures taken
to combat the impact of Covid-19, the Reserve
Bank of India said banks will need to adapt and
adjust themselves to meet the upcoming
challenges. The Reserve Bank of India (RBI) in
its report on “Trend and Progress of Banking in
India 2019-20” said that the central bank
initiated timely measures to relieve stress on
bank corporates and households following the
outbreak of the coronavirus pandemic.
Observing that banking soundness indicators
are obscured under the asset quality standstill,
it said, banks are raising capital in preparation
of the imminent stress.

The Reserve Bank of
India (RBI) said
contributions to the
payments infrastructure development
fund (PIDF) will be
mandatory for banks and card networks. The
central bank had announced the creation of
PIDF in June 2020 to encourage acquirers to
deploy points of sale (PoS) infrastructure (both
physical and digital modes) in tier-3 to tier-6
centres and north eastern state. “Initial corpus
of PIDF has to be substantial to initiate panIndia terminalisation and to cover the pay-outs
in the first year. The RBI shall contribute ₹250
crore to the corpus, the authorised card
networks shall contribute in all ₹100 crore as
per RBI circular.

RBI wants IDBI Bank to exit PCA before
stake sale

RBI to introduce LEI for large-value
transactions in RTGS/NEFT

The Govt and Life Insurance Corporation (LIC)
of India should allow IDBI Bank to come out of
the Prompt corrective action (PCA) framework
before they go ahead with the stake sale in the
lender, the Reserve Bank of India (RBI) has
suggested. The banking regulator’s view is
that the government’s plan to exit IDBI Bank
would send a wrong signal, portraying the

The Reserve Bank of India (RBI) has decided to
introduce the Legal Entity Identifier (LEI)
system for all payment transactions of value
₹50 crore and above undertaken by entities
(non-individuals) using the Reserve Bank-run
Centralised Payment Systems with effect from
April 1. LEI is a 20 digit number used to
uniquely identify parties to financial

Contributions to PIDF will be
mandatory for banks, card networks
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transactions worldwide. In preparation for the
wider introduction of LEI across all payment
transactions, the RBI asked member banks
participating in Real Time Gross Settlement
and National Electronic Funds Transfer to
advise entities who undertake large value
transactions ( ₹50 crore and above ) to obtain
LEI in time, if they do not already have one.

(RBIA) system as part of their internal control
framework that relies on a well defined policy
for internal audit, functional independence
with sufficient standing and authority within
the bank. RBI said while the guidance note
lays out the basic approach for RBIA functions,
banks are expected to re-orient their
approach, in line with the evolving best
practices as a part of their overall Governance
and Internal Control framework.

For effective supervision, RBI to fully
operationalise College of Supervisors
The Reserve Bank of India (RBI) said the college
of supervisors (CoS) is being fully
operationalised for effective oversight of the
regulated entities by augmenting and ensuring
a consistent quality of supervisory resources
pool. This move comes in the backdrop of a
string of scams involving the IL&FS group,
Punjab National Bank, Dewan Housing Finance
Corporation and Punjab and Maharashtra Cooperative bank hitting the financial system in
the last 2 to 3 years. The CoS, which was
functioning in a limited way in virtual mode
since May 2020 will have a full time director,
supported by an Academic Advisory Council
(AAC), comprising six members, the central
bank said.

The RBI has asked banks to ensure that the
internal audit function has sufficient authority,
stature, independence and resources to enable
internal auditors carry out their assignments
with objectivity. It also emphasised that this
function cannot be outsourced.
These
directives are aimed at strengthening
governance arrangements in banks under the
Risk-Based Internal Audit (RBIA) framework.
The central bank said the Head of Internal
Audit (HIA) should be a senior executive of the
bank with the ability to exercise independent
judgment. The HIA, as well as the internal
audit function, should have the authority to
communicate with any staff member and have
access to all records or files that are necessary
to carry out the entrusted responsibilities.

Banks asked to align with global best
practices on audits

RBI raises concerns over zero coupon
bonds for PSB recap

The RBI asked banks to align their internal
audit function with international best
practices, like those issued by the Basel
Committee on Banking Supervision (BCBS). As
per a 2002 guidance note, banks are required
to put in place a risk based internal audit

The Reserve Bank of India has expressed some
concerns over zero coupon bonds for the
recapitalization of public sector banks (PSBs)
and discussion is on between the central bank
and finance ministry to find a solution. The
government resorted to recapitalization bonds
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RBI tweaks FEMA rules, gives wings to
aircraft recycling

with a coupon rate for capital infusion into
PSBs during 2017-18 and interest payment to
banks for holding such bonds started from the
next financial year. To save interest burden
and ease fiscal pressure, the government has
decided to issue zero coupon bonds for
meeting the capital needs of the banks. The
first test case of the new mechanism was a
capital infusion of ₹5,500 crore into Punjab &
Sind Bank by issuing zero coupon bonds of six
different maturities last year. These special
securities with tenure 10-15 years are non
interest bearing and value at par. However RBI
has raised some issues with regard to
calculation of an effective capital infusion
made in any bank through this instrument
issued at par.

In April 2019, as Jet
airways
went
bankrupt and the
airline’s
lessors
scrambled to safely
recover
their
aircraft, they faced a curious problem. Jet had
started cannibalising parts from some of these
aircrafts to keep the others flying. The Ireland
based JIHB DAC, which had leased two Boeing
777s to Jet Airways, found that one of them
had been so heavily cannibalised that there
was no way the plane could be flown back.
So, the company wanted to strip the aircraft
down and salvage whatever usable parts it
could. But Indian laws would not allow that.
While Indian Customs laws allowed free import
and export of leased aircraft, there was no
such provision for dismantled airplane parts.
But the Reserve Bank of India has now ironed
out this problem by allowing export of leased
aircraft, helicopters, engines or other parts incomplete or knocked-down conditions. This
small tweak could be the beginning of a
vibrant industry for India – one that makes it a
hub where retired aircraft are stored, and their
parts removed for reuse or resale.

Working group is set up to ‘monitor
digital lending
The Reserve Bank of India (RBI) has set up a
working group to study all aspects of digital
lending activities in the regulated financial
sector as well as by unregulated players, in a
bid to put in place an appropriate regulatory
approach. This move comes in the backdrop of
the recent spurt and popularity of online
lending platforms/mobile lending apps raising
certain serious concerns which have wider
systemic implications the central bank said.
The constitution of the WG should also be
seen in the context of agents of China based
money lending apps being arrested in
Hyderabad in the last one month or so far
harassing borrowers for repayments.
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BRH wealth creator’s case: SEBI slaps
₹1 crore fine on HDFC Bank

Banking & Finance News
Debt surge to worsen NBFC crisis

SEBI imposed a penalty of ₹1 crore on HDFC
Bank for invoking securities pledged by stock
broker BRH Wealth Kreators in violation of the
regulators interim directions. In addition the
bank has been directed to transfer ₹158.68
crore along with 7% interest per annum into
an escrow account till the issue of settlement
of clients securities is reconciled as per SEBI’s
order. SEBI had directed BRH to cease and
desist from undertaking any activity in the
securities market and further, its assets would
be utilised only for the purpose of payment of
money and/or delivery of securities as the case
may be, to the clients or investors under the
supervision of the concerned exchanges or
depositories.

India’s troubled NBFCs face mounting
challenges to a nascent recovery from the
pandemic, with their asset quality set to
deteriorate further as flagged recently by the
financial regulator. Non-performing assets
already swelled in the most recent data to the
highest in at least five years, at 6.3% as of
March 2020, even before the worst of the
pandemic impact as per RBI. Recent days
have brought more reminders of strains, as
creditors to bankrupt shadow lender Dewan
Housing Finance Corp voted on a take-over
plan. Further financial pain in the industry
could threaten a recent rebound driven by
stimulus last year.

Bank’s home loan market share up at
75%

Lone bright spot: FDI equity flows up
21% in April- October period

Bank’s have seen
their share in home
loan disbursements
rise to 75% from
about 66% due to
lower interest rates and the cash crunch faced
by smaller housing finance companies (HFCs)
in the wake of the pandemic. With SBI offering
home loans at 6.8% small and medium sized
HFCs are losing out the niche markets they
held in tier-2 and 3 cities to banks and market
leaders HDFC and LIC Housing Finance. These
two HFCs have been able to capture the revival
in the residential real estate space, with
disbursements surpassing pre-Covid levels.

In a silver lining for the economy, foreign
direct investment (FDI) equity flows increased
21% to $35.333 billion in the April – October
2020-21 period compared to the same period
last year, according to department of Policy for
Investment and Internal Trade (DPIIT). The
figures indicate that FDI equity flows in
October were around $5.3 billion as the inflow
in April-September 2020 was reported at $ 30
billion. This was higher than the $ 2.9 billion
recorded the previous month, but lower than
the unusually high FDI equity investment of
$17.48 billion in August 2020.
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after recording the sharpest fall during the
June quarter, when the country was under
lockdown.

Bank credit growth slows to 5.4% in Q2
Banks continued to depend on personal loans
for credit growth in the September quarter
(July – September) as per data released by
RBI. While Bank credit grew only 5.4% in Q2
on a year-on-year basis, personal loans
accounting for one fourth of the credit,
continued to maintain double-digit growth.
Credit had grown 5.7% in the previous
Quarter. Industrial credit, however contracted
1.7% YoY and its share in total credit was
nearly 30% at the end of the quarter. The
RBI’s trends and Progress report showed that
despite falling credit demand, banks witnessed
heavy mobilisation of deposits.

Private Banks see rise in NPAs in large
accounts
Private sector banks witnessed a rise in nonperforming assets (NPA) in respect of large
borrowal accounts with exposure of ₹5 Crore
or above. A recent report by the Reserve Bank
of India cited that gross NPA ratio as well as
the ratio of restructured standard assets to
total funded amounts emanating from larger
borrowal accounts in the public sector banks
have gone down. At the end of September
2020 large borrowal accounts constituted
79.8% of NPAs and 53.7% of total loans.
During 2019-20 PSB’s GNPA ratio as well as the
ratio of restructured standard assets to total
funded amounts emanating from larger
borrowal accounts trended downwards. On
the contrary, Private Sector Banks experienced
an increasing share of NPAs in respect of such
accounts.

Retail Loan demand recovers in OctDec Quarter
Demand for retail loans in India has staged a
rebound, but growth remains muted as
lenders await clarity on asset quality following
the widespread upheaval caused by the
pandemic. Bankers however, hope that retail
loan demand will accelerate if the economy
stays on the recovery path, and interest rates
remain low because of surplus liquidity. MD
and CEO of state-run Indian Bank said retail
credit growth to be stronger in the (fiscal)
fourth quarter compared to the first three
quarters. Under retail, affordable housing loan
is expected to do well.
Markets like
Ahmedabad and Mumbai have opened up.
Micro, small and medium enterprises also
could see good traction. According to a survey
by the Reserve Bank of India, retail and
personal loan demand rebounded the most

Unorganised sector bore the brunt of
Covid-19 lockdown
In India, recent evidence suggests that wages
of formal workers were cut by 3.6%, while
informal workers experienced a much sharper
fall in wages of 22.6% during the Covid induced
lockdown,
the
international
Labour
Orgnisation’s (ILO) global wage report has said.
The report estimates that 40 lakh and 6.94
crore informally employed workers were at
risk of job loss during lockdown 1.0 and
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lockdown2.0 respectively.
In-formally
employed workers in the unorganised sector
suffered wage losses amounting to ₹63,553
crore, which is almost equivalent to the annual
union Budget allocated for the employment
guarantee scheme MGNREGA in 2020-21.

5-6% in FY 21, plus due to base effect, the
system may record double digit credit growth.
This credit growth will happen due to capacity
expansion, working capital and term loan
utilisation, some upgradation in technology,
infrastructure projects in public-private
partnership and HAM (hybrid annuity model)
for road projects among others.

Data of 100mn credit, debit
cardholders leaked on Dark Web

RBI slaps ₹2.5 crores fine on Bajaj
finance

The first week of the
year has recorded
what could well be
the biggest data leak
in a while.
The
transaction data off
about 100 million Indians, reportedly lifted
from fintech service provider, Justpay, was
found being sold on the Dark web. The
Bengaluru based digital payments platform
Justpay, processes transactions for many
customers including big guns like Amazon,
Make My trip, Airtel, Flipkart, Uber and
Swiggy. Justpay acknowledged breach on
August 18, 2020 but the data seems to have
surfaced only now as dump offered for sale –
by several persons or one person using many
IDs on the Dark Web.

The RBI has imposed a penalty of ₹2.50 crore
on Bajaj Finance Ltd. The penalty has been
imposed on Pune based BFL for violation of (i)
directions issued by the RBI on Managing Risks
and Code of Conduct in outsourcing of
Financial Services by NBFCs and Fair Practices
Code (FPC) and (ii) a specific direction to the
company to ensure full compliance with FPC in
letter and spirit.” The penalty was imposed in
exercise of powers vested in the RBI under the
provisions of the RBI Act 1934, taking into
account the failure of the company to ensure
that its recovery agents did not resort to
harassment or intimidation of customers as
part of its debt collection efforts and thereby
failing to adhere to the aforesaid directions
issued by the RBI.

Banking may see double-digit credit
growth in FY22

Uniform Accountability Code for PSU
Bankers coming soon

The banking system could see double digit
growth rate in credit in FY 22 as the economy
seems to be in revival mode, according to MD
and CEO of Union Bank of India. He expects
the banking system’s credit pick up in FY 22 to
the higher Vis-à-vis expected credit growth of

Public Sector Banks may follow a uniform
practice on employee accountability for bad
loans and other risk oriented business calls to
prevent potential which hunts in the guise of
probing lapses. Indian Bank Association (IBA)
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has formed a committee under Canara Bank
executive director MV Rao to look into the
nuances of staff accountability. The panel will
recommend steps that will be adopted by the
lenders.

Banks will need further recapitalisation
As India prepares for the crucial Union Budget,
which would set course for economic pick up
after the Covid carnage, economists have
asked the government to be generous with the
fiscal measures and have warned of weakness
in the financial sector which could be a
problem spot in the upcoming financial year.
A group of leading economists, in their
meeting with Prime Minister and Finance
Minister said the government should further
recapitalise banks, push for divestment and
the focus should be on promoting growth.
However, it should be generous with
recapitalisation plans for banks which are
“under strain”.

AUM of non-banking entities to revive
7-9% in FY 22 ICRA
The assets under management (AUM) of non
banks would revive in FY 22 to about 7 to 9%
vis-a-vis a flattish performance in the current
fiscal, according to credit rating agency ICRA.
The aforementioned projection specifically
pertains to non-banking finance companies
(NBFCs), excluding infrastructure NBFCs and
Housing Finance Companies (HFCs).
The
agency said non-banks would require
additional funding lines of about ₹1.9 lakh
crore to ₹2.2 lakh crore, apart from the
refinance of the existing lines, to achieve the
above mentioned growth in FY 22.

Higher tax set offs for NPA laden banks in the
offing
The finance ministry is mulling increasing the
tax deduction limit for banks and non banking
financial companies (NBFCs) given the huge
amount of bad loans which are likely to accrue
to the country’s financial system as a result of
the pandemic. Tax laws allow banks to claim
up to 8.5% of their gross total income in a year
as deduction against their bad and doubtful
loans, though in most cases the banks have to
provide for higher non-performing assets
(NPAs) and doubtful loans, according to RBI
guidelines. NBFCs, on the other hand, get a
tax set off of Just 5% since 2017-18 despite
making out a case for parity with banks on this
issue.

Microloans: Early delinquencies jump
to 15.7% in sept, Says CRIF
As the six month moratorium on EMI
payments came to an end in August early
delinquencies (30 days late) in microloans rose
sharply to 15.7% in September, according to
CRIF High Mark, an RBI approved credit
bureau. This was an increase from 2.35% at
March-end and 1.3% at the end of September
2019. Microfinance borrowers, who were
impacted severely by the lockdown, were not
able to repay their dues, leading to
phenomenally high early delinquencies.
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Banks may post 5.5% rise in third
quarter net profit

Paytm Payments Bank leads with 6 mn
FASTags

Still in the shadow of the Covid-19 pandemic,
listed commercial banks may report a 5.5%
increase (year on year basis) in net profit for
the third quarter ended December 2020. Their
net revenues could expand by just about 1.8%
in the reporting period. The estimates indicate
that private sector lenders will show better
performance than public sector banks (PSBs).
Many PSBs are still occupied in managing the
process of amalgamation which set in on April
1, 2020. The sharp cuts in interest rates,
restructuring and the challenges of deploying
huge surplus liquidity will have a barring on
performance. The scale of rejig has been less
than earlier estimated, partly relieving banks
from the burden of provision and surge in bad
loans.

Paytm Payments Bank (PPBL) said it is the
leading issuer of the electronic toll collection
system, FASTag, in the country with over 6
million FASTags, as more citizens avail the
service with the government extending the
deadline for its adoption. The company said
PaytimFASTag has gained popularity among
users in the country because off its seamless
on boarding and integration process that
requires minimum documentation, instant
activation and customer care support. PPBL
has now enabled cashless toll payments across
250 plazas in the country.

To offer ‘affordable’ doorstep banking,
FSS partners India Post Payments Bank
FSS (Financial Software and Systems), an
integrated payment solutions provider
formally announced its partnership with India
Post Payments Bank (IPPB) to promote
financial inclusion among the underserved and
unbanked segments.
As part of the
collaboration IPPB will use FSS AadhaarEnabled Payment System (AePS) services to
deliver interoperable and affordable doorstep
banking services to customers across India. In
2017, FSS got into a relationship with India
Post when they set up IPPB.

Risk aversion, muted demand continue
to weigh on wholesale credit growth
Credit offtake to corporates that remained
subdued in the first half of fiscal 2020-21 was
weak in the third quarter, too, pointing to risk
aversion and muted demand weighing on the
outlook, according to the RBI’s Financial
Stability Report. Wholesale credit declined by
1.67% q-o-q in the September quarter and by a
further 1.36% in November (over September)
across all bank groups. The decline was
sharper in PSBs at 2.4% in November against
the 1.28% fall for private banks.

E-payments rising, but cash still rules
At a time when transactions through the
unified payments interface (UPI) crossed ₹4
trillion, the currency in circulation (CIC) –
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money issued by the Reserve Bank of India
minus the amount removed from the system
has risen 22% for the entire calendar year
2020. Compared with calendar year 2019’s
growth of 11.8% and considering the complete
or partial lockdown for the better part of the
year, CIC growth is surprisingly high.

galloping at 10-11% year on year (YoY) while
the non food credit growth languishes at 5-6%.

PSU lenders back Piramal’s DHFL bid
Public sector banks led by SBI are understood
to be in favour of the resolution plan
submitted by Piramal Group for troubled
housing finance company DHFL, PSU lenders
hold a significant portion of the debt and are
likely to determine the direction of voting by
financial creditors which concludes on January
15. Although there are five eligible bids that
creditors are voting on, the bid for DHFL has
turned out to be a two horse race between the
Piramal Group and Oaktree Capital. The two
have raised a lot of heat and dust with claims
and counter claims. Lenders are taking a
decision based on the amount of upfront cash
offered, the net present value of future
payments and the business plan. One of the
factors going in favour of Piramal is the higher
upfront cash offered compared to other plans.

SAT sets aside SEBI’s penalty on SBI,
Bank of Baroda and LIC
The
securities
Appellate
Tribunal
(SAT) has set aside a
SEBI order to impose
₹10 Lakh fine each on
three state owned financial institutions – SBI,
Bank of Baroda and LIC in UTI AMC’s stake
dilution case. The Securities and Exchange
Board of India (SEBI) in August 2020 levied the
fine on three financial institutions for failing to
reduce their stakes to below 10% in UTI Asset
Management Company within the stipulated
timeline. The three companies were required
to bring down their stake in UTIAMC to 10%
each by March 2019. They were holding an
18.24% stake each in the fund house.

IDFC First Bank may disrupt cards biz
with 9% interest
IDFC First Bank is set to shake up the credit
card market by charging interest as low as 9%
on revolving credit for those with a good track
record. The private lender will also not charge
interest on cash withdrawals during the 45 day
free credit period. This comes at a time when
the market leaders in the credit card business
are charging interest on revolving balances at
the rate of 1.99% to 3.5% per month, which is
about 40% annually. IDFC First credit card will

SBI’s FD rate hike may be sign of turn in
rate cycle
State Bank of India’s decision to raise the one
year term deposit rate by 10 basis points (bps)
to 5% may be sign that rates are likely to rise
for depositors in coming months. At the same
time bankers say that the process will be slow
and contingent to a large extent on the pace of
credit growth. For the time being, deposits are
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not have an annual charge and reward points
too would not have any expiry.

Sharad Kumar Saraf also said that 2021 would
bring a ray of hope and optimism for the
exporting community. We are confident that a
V- shaped recovery will be witnessed in world
trade and we will recover much more from
what we lost in 2020. Since the first and
second quarter have been pretty bad, we may
end the financial year 2020-21 with exports of
around USD 290 billion, However, looking into
the good order booking position for food
including processed food, pharma, medical and
diagnostic products, technical textiles,
chemical, plastics, electronics and networking
products. We should endeavor to take exports
to USD 350 billion in 2021-22. He suggested
that the government should focus on sectors
where major imports are happening and boost
traditional sectors, which are important for
exports as well as employment.

Former Economic Affair Secretary
Atanu Chakraborty to be next HDFC
Bank chairperson
India’s largest private sector lender HDFC is set
to appoint former economic affairs secretary
Atanu Chakraborty as the next chairman of the
bank, as per reports. His candidature was
submitted to the Reserve Bank of India by the
HDFC Bank board in December. The RBI has to
approve the appointment. The tenure of
current chairman Shyamala Gopinath will end
on January 1, 2021. Gopinath, a former RBI
deputy governor, has been serving in the
position since January 2, 2015 HDFC Bank had
informed the exchanges on December 28 that
the Nomination & Remuneration Committee
had submitted its recommendation and it had
been sent to the RBI for approval under
Section 35B of the Banking Regulation Act,
1949. It didn’t name the candidate. Further
disclosure in this regard will be made after
receipt of communication from the RBI.

Forex reserves up by USD 2.56 bn to
record USD 581.131 bn
India’s
foreign
exchange
reserves
surged by USD 2.563
billion to touch a
record high of USD
581.131 billion in the
week to December 18, RBI data showed. In the
previous week, the reserves had declined by
USD 778 million to USD 578.568 billion in the
reporting week; the increase in reserves was
due to a rise in foreign currency assets (FCAs),
a major component of the overall reserves.
Expressed in dollar terms, the foreign currency
assets include the effect of appreciation or
depreciation of non-US units like the euro,
pound and yen held in the foreign exchange

India's exports may reach $290 bn by
fiscal-end: FIEO
The country's exports
may reach USD 290
billion by the end of
this fiscal as the
outbound shipments
were hit hard by the COVID-19 pandemic
during the first half of the year. Federation of
Indian Exports Organisations (FIEO) President
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reserves. The gold reserves increased by USD
1.008 billion in the reporting week to USD
37.020 billion in the week ended December 18,
the data showed. The special drawing rights
(SDRs) with the International Monetary Fund
(IMF) rose by USD 12 million to USD 1.515
billion. The country's reserve position with the
IMF also rose by USD 160 million to USD 4.870
billion.

of higher deposits with the banking system
and the lack of alternatives in credit markets.
Also, a lot of corporates are utilizing the bond
markets and that gets reflected in the
investment books of banks, instead of
advances," said Sameer Narang, chief
economist, Bank of Baroda.
While non-food credit grew by ₹5.99 trillion
between 6 December 2019 and 4 December
2020, deposits expanded by ₹14.86 trillion in
the same period. Banks have tried to dissuade
savers by lowering interest rates on deposits
but without success.

S&P affirms Indian Bank's 'BBB-' rating,
removes from CreditWatch
Rating agency S&P Global Ratings affirmed
BBB-minus long-term and A-3 short-term
issuer credit ratings on Indian Bank, and said
the outlook on long-term rating is negative.
The Chennai-based public sector lender is
expected to benefit from faster-than-expected
economic recovery in India, S&P said.

Legally Speaking
SC upholds validity of IBC Amendment
Act, 2020

Credit-deposit ratio takes a hit in 2020

The Supreme Court upheld amendments in the
Insolvency and Bankruptcy Code that prescribe
that at least 100 allottees from the same real
estate project should support the initiation of
corporate insolvency resolution process in the
National Company Law Tribunal against their
property developer.
The Insolvency and
Bankruptcy Code (Amendment) Act of 2020
had introduced a threshold that required a
minimum of 100 allottees or 10% of the total
allottees of a project, whichever was less, to
jointly apply for corporate insolvency in the
Tribunal. The allottees ought to be from the
same real estate project. Aggrieved allottees
drawn from different projects of the same
developer cannot form the count 100.

Loans disbursed by Indian banks as a
percentage of deposits have constantly
declined in 2020, underscoring the effects of
excess liquidity and lack of credit demand. In
calendar year 2020, the credit-deposit (CD)
ratio has consistently declined from 75% levels
in January to 71.3% on 4 December, with the
hit becoming evident in the first months of the
covid-19 pandemic as credit growth slumped.
The fall in CD ratio is a consequence of the
constant inflow of deposits, which have
outpaced credit growth in the last several
quarters as demand dropped along with
lenders’ appetite for riskier assets. Falling CD
ratio is an indicator of excess liquidity because
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Insolvency professionals asked to
preserve certain records in electronic
form for 8 years

above Rupees 10 lakhs, carried out in a single
operation or in several operations that appear
to be linked. For income tax purposes, cash
transactions up to a threshold of ₹2 lakh
without KYC --PAN or Aadhaar -- are allowed in
the gems and jewellery sector. Any sale in cash
above ₹2 lakh requires KYC.

Insolvency regulator IBBI has directed
insolvency professionals to preserve copies of
records generated in electronic form during a
corporate insolvency resolution process (CIRP)
for a minimum period of eight years. The eight
years will be counted from the completion
date of the CIRP or the conclusion of any
proceedings relating to CIRP before the
Adjudicating Authority (AA), Appellate
Authority or court, or matter pending with the
Board, whichever is later, the IBBI said in a
circular. For other records, the IP would have
to maintain copies for minimum period of
three years in physical form. Insolvency
Professionals have been allowed to store
copies of records in electronic form with an
information utility.

Record-keeping of cash deals in gems &
jewellery trade now a must under
PMLA
Cash transactions in
gold, silver, diamonds
and other precious
stones have come
under the Prevention of
Money Laundering Act (PMLA) ambit. The
finance ministry has notified dealers in
precious metals and precious stones as
"persons carrying on designated businesses or
professions", if they engage in any cash
transactions with a customer "equal to or
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Financials of Public Sector Banks– Quarter ended 30.09.2020 (Rs in Crores)
Sl.No

1
2
3
4
5
6
7
8
9
10
11
12

Total
Business(Net)
Amount

Bank

Bank of Maharashtra
Bank of Baroda
Bank of India
Canara Bank
Central Bank of India
Indian Bank
Indian Overseas Bank
Punjab National Bank
Punjab & Sind Bank
State Bank of India
UCO Bank
Union Bank of India

Operating
Profit
Amount

262034
1673297
1015400
1597747
500737
867852
365076
1786671
140922
5854086
312746
1537160

806
5552
3098
4640
1459
2995
1346
5675
231
16460
1330
4735

Net Profit
Amount

130
1679
526
444
161
412
148
621
-401
4574
30
517

Gross NPA

Net NPA

Amount

%

Amount

%

9105
65698
56232
53438
30785
36198
17660
96314
8673
125863
13366
95797

8.81%
9.14%
13.79%
8.23%
17.36%
9.89%
13.04%
13.43%
14.06%
5.28%
11.62%
14.71%

3220
16795
10444
21063
8684
10052
5291
30920
3307
36451
3832
23894

3.30%
2.51%
2.89%
3.42%
5.60%
2.96%
4.30%
4.75%
5.87%
1.59%
3.63%
4.13%

CRAR
Basel III
%

13.18%
13.26%
12.80%
12.77%
12.34%
13.64%
10.90%
12.84%
11.11%
14.72%
11.80%
12.38%

ROA
%

0.28%
0.59%
0.28%
0.16%
0.20%
0.28%
0.20%
0.19%
-1.58%
0.44%
0.05%
0.19%
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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. 03.09.2020
Overnight

7.05%

1month

3months

6 months

One Year

RBLR

7.10%

7.25%

7.30%

7.30%

6.80%

