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from devastating impact of the first wave, the
people added. Small firms are suffering
because their working capital is stuck.
Providing liquidity support by further
expanding the scope of Emergency Credit Line
Guarantee Scheme (ECLGS) and releasing their
pending payments (those worth at least
₹15000 crores are pending) are two measures
under consideration.

Government Policy
Govt extends ECLGS to aviation sector
Government announced
extending
the
Emergency Credit Line
Guarantee Scheme to
the
civil
aviation
sector, a move that is
expected to provide liquidity solace for the
pandemic-hit segment. Industry players said
the "timely" decision to include the aviation
sector under the Emergency Credit Line
Guarantee Scheme (ECLGS), which was
announced in May last year, will ease the
pressure and provide the much-needed
liquidity. The civil aviation sector has been
facing strong headwinds due to the corona
virus pandemic and looking at possible help
from the government.

Support measures
MSME sector

considered

Lenders to step up focus on Mudra
Loans
The governments wants lenders to focus on
Mudra loans, as it expects that small
borrowers will help pick up credit demand
once the lockdowns in states eased. “We are
also considering extending the interest
subvention of 2% on prompt repayment of
Shishu loans sanctioned under the Pradhan
Mantri Mudra Yojana (PMMY), “said
government official. Last year in June, the
government
announced
the
interest
subvention under the Aatmanirbhar Bharat
Abhiyaan. It had noted that the move will help
support small businesses to continue
functioning during these times of crisis and
have a positive impact on the economy and
support its revival.

for

The government is considering several
measures such as liquidity support, easier
compliance norms and tax relief on online
transactions for micro, small and medium
enterprises (MSMEs) that are facing severe
business disruptions due to the second wave
of Covid 19 pandemic as per government
officials. It is clear the second wave has hit the
MSME sector hard even as it was recovering

Banks sanction more than ₹15 lakh cr
under Mudra Yojana
The finance ministry said banks and financial
institutions have sanctioned about ₹15 lakh
crore to over 28 crore beneficiaries under the
Mudra scheme in the last six years. Pradhan
Mantri MUDRA Yojana (PMMY) was launched
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by Prime Minister on April 8, 2015, to promote
entrepreneurship. As of March 26, 2021, loans
sanctioned by member lending institutions
amounting to ₹15.10 lakh crore to 28.81 crore
beneficiary, the department of Financial
Services under the Finance Ministry said.
Under the scheme, collateral free loans up to
₹10 lakh in three categories – namely Shishu,
Kishore and Tarun for income generating
activities in manufacturing, trading and
services sectors and activities allied to
agriculture are provided.

measures before putting them on the block.
The transformation plan also includes transfer
of impaired loans to the proposed bad bank
and reducing employee count by offering
attractive voluntary retirement schemes as per
officials aware of the developments. Bank of
Maharashtra, Bank of India and Indian
overseas Bank are the front runners for being
privatised, Central Bank of India may be taken
up based on its financial recovery. Punjab and
Sind Bank and UCO Bank, the other two
lenders are not being considered for
privatisation.

After surprise 1.6% growth in Q4, Govt,
feels 2nd wave manageable

Govt Guarantee for proposed Bad
Bank may be capped at ₹31,000 crore

The Centre has expressed cautious optimism
on the impact of the Covid-19 second wave on
the economy with Chief Economic advisor K V
Subramanian believing that it will be muted.
But this optimism is not shared by many
economists, who think the growth projection
for 2021-22 (FY22) may need to be moderated.
The National Statistical Office (NSO) said that
economy grew 1.6% in the January – March,
fourth quarter of 2020-21, and this will limit
the contraction for the full fiscal year to 7.3%
as against 8% estimated earlier.
The
economy’s gross value added shrank 6.2% in
2020-21 compared to a 4.1% rise the previous
year.

The government guarantee for the proposed
bad bank may be capped at ₹31000 crore as
lenders have indicated higher than expected
recoveries through the institution expected to
become operational soon. The government
guarantee will cover all security receipts (SRs)
issued by the new bad bank while acquiring
non-performing assets. An upside in recovery
has been projected by lenders and hence the
invocation of the government guarantee may
not be for its full face value, adding that the
amount would be enough to cover all security
receipts issued.

Centre may front load capital
provisioning for PSBs this year

Govt Plans to dress up PSU Banks
before sale

As the Central government draws a plan to
privatise at least two public sector banks (PSB)
this fiscal, it has also decided to front load
capitalisation of state-owned banks so that the

The government plans to dress up state run
lenders balance sheets through capital support
and sale of non-core assets among other
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Guidelines issued for merger of district
central coop banks with State Co-op
banks

balance sheets of some of these entities are
strengthened ahead of possible sale. Sources
said that PSBs may be provided this year just
after their first quarter results before October.
This would be a departure from the practice of
previous year when bank capitalization was
undertaken late in the year and towards the
end of fiscal. Even in FY 21 a substantial
portion of capital was released right at end of
the fiscal year in March.

The Reserve Bank of India issued guidelines for
amalgamation of District Central Co-operative
Banks (DCCBs) with State Co-operative Bank
(StCB) to help states contemplate de-layering
their Short-term Co-operative credit structure
(STCCS). This move comes in the backdrop of a
few State governments approaching the RBI in
this regard. Short term cooperatives are
arranged in a three-tier structure in most
states, with StCBs at the apex level, DCCBs at
the intermediate level and Primary Agricultural
Credit Societies (PACS) at the grassroots level.

Regulator Speaks
Interoperability norms put
wallets on par with banks

mobile

Banks see ₹5 trillion frauds : RBI

Starting April 2022,
a mobile wallet
user,
who
has
fulfilled all knowyour customer (KYC)
norms, will be able
to send and receive money from different
mobile wallets including the likes of Paytm and
PhonePe. In a recent circular, the Reserve
Bank of India
has made mobile wallet
interoperability mandatory from FY
23
(aligned with the framework outlined in its
policy statement last month), which experts
say would put the non-bank (pre-paid payment
instruments) PPI issuers or the digital wallets
at par with traditional bank accounts in terms
of services offered. The move, they say, will
enable wider usage and penetration of digital
payments.

Banks operating in India have reported frauds
of ₹4.92 trillion as on March 31, 2021, which is
about 4.5% of total bank credit, the Reserve
Bank of India data, which was sought under
the Right to Information (RTI) Act. The data
showed 99 banks and financial institutions
have reported a total of 45,613 cases of loan
fraud till March 31, 2021. State Bank of India
(SBI) – the country’s largest lender classified
highest amount of loans as fraud, ₹78,072
crore as on March 31, 2021. SBI is followed by
Punjab National Bank (₹39,733 crore), Bank of
India (₹32, 224 crore) and Union Bank of India
₹29,572 crore. The top five banks account for
42.1% or ₹2,06,941 crore of total frauds
classified by the banks. Among private sector
banks, ICICI Bank led the amount involved in
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loan frauds followed by YES Bank and Axis
Bank.

hamper dividend payout for financial year
2021-22 said analysis

Bank’s asset quality will need close
monitoring

Lockdown hit : credit card transaction
value falls ₹1 lakh crore

Bank’s asset quality will need to be closely
monitored in coming quarters, with
preparedness for higher provisioning in view of
lifting of the interim stay on asset classification
standstill by the Supreme Court on March
2021, according to the RBI. In its 2020-21
annual report, RBI observed that the waiving
of interest on interest charged on loans during
moratorium period (March 1 to August 31,
2020) may also impinge on lending
institutions’ finances. They are, however,
better positioned that before in managing
stress in balance sheets in view of higher
capital buffers, improvement in recoveries ad a
return to profitability” the report said. Stress
tests indicate that Indian banks have sufficient
capital at the aggregate level even in a severe
stress scenario, RBI said.

The value of credit card transactions declined
by ₹1 lakh crore to ₹6,30,414 crore in 2020-21
from ₹7,30,895 crore in the previous year in
the wake of the country wide lockdown due to
the Covid pandemic. According to the Reserve
Bank of India’s (RBI’s) Annual report the
number of card payment transactions carried
out through credit cards and debit cards
decreased by 19% and 20.6% respectively.
This resulted in a decrease in value of credit
card transactions by 13.7% and debit card
transactions by 5.9% during the same period.

RBI devolves ₹7,436 crore worth 2030
G-sec on PDs
The Reserve bank of India devolved about 53%
of the notified amount of ₹14,000 crores on
primary dealers (PDs) at the auction of the
benchmark Government Security (Gsec/GS)
maturing in 2030. However, the auction of the
other two G-secs (4.26% GS 2023 and 6.76%
GS 2061) sailed through.
RBI devolved
₹7,436.458 crores worth of the 2030 G-Sec
(Coupon rate: 5.85%) on PDs. It accepted bids
aggregating ₹6,563.542 crore for this paper.

Forex sale gains, lower provisions
helped RBI transfer ₹1 trn to Govt
The Reserve Bank of India booked massive
gains on its foreign currency sales and needed
to provide much lesser for its reserves in 202021 (FY21), helping it to carve out a significant
₹99,122 crore dividend for the government, as
per RBI’s annual report. By doing so, the
central bank’s risk buffers have reduced to the
bare minimum, which may restrict some of
RBI’s scale of operations and would likely

RBI slaps ₹10 crore fine on HDFC Bank
post car loan probe
The Reserve Bank of India imposed a ₹10 crore
fine on private sector lender HDFC Bank Ltd for
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selling vehicle tracking devices to its auto loan
customers. RBI said that the decision was
taken after an examination of documents
pertaining to allegations of improper lending
practices in its vehicle financing operations.
After considering the bank’s reply to the show
cause notice, oral submissions made during
the personal hearing and examination of
further clarifications/ documents furnished by
the bank, RBI came to the conclusion that the
aforesaid charge of contravention of provisions
of the Act was substantiated and warranted
imposition of monetary penalty.

RBI slams foreign banks on data rule
The Reserve Bank of India has pulled up
several multinational banks operating in the
country for not providing a board approved
system audit report certifying compliance with
its data – localisation norms. In a recent
communication, the RBI said that a majority of
banks are yet to submit system audit reports
certifying compliance to data storage norms
even after three years since the issuance of the
circular. It also said that many foreign banks
have said that the audit norms did not apply to
them and this was not acceptable. The central
bank had asked banks to submit their
compliance along with a plan of action.

Banks asked not to cite its 2018 crypto
currency circular

Exposure threshold doubled to ₹50
crore under Resolution frame work 2.0

The Reserve Bank
of India
asked
regulated entities
to desist from
citing or quoting
its April 2018
circular on “Prohibition on dealing in virtual
Currencies (VCs)” as it is no longer valid
following the Supreme Court setting the
circular aside in March 2020. The regulated
entities include all Commercial and Cooperative banks, Payments banks, Small
Finance
Banks,
Non-Banking
finance
Companies and Payment system providers.
The central bank said it has come across
media reports that certain banks/regulated
entities have cautioned their customers
against dealing in virtual currencies by making
a reference to the RBI circular on “Prohibition
on dealing in virtual Currencies (VCs).

To expand the coverage of Resolution
framework 2.0 the Reserve Bank of India
announced a doubling of the maximum
aggregate exposure to ₹50 Crore. “With a
view to enabling a larger set of borrowers to
avail of the benefits under Resolution Frame
work 2.0, it has been decided to expand the
coverage of borrowers under the scheme by
enhancing the maximum aggregate exposure
threshold from ₹25-50 crore for MSMEs, non
MSME small businesses and loans to
individuals for business purposes.
The
Resolution framework 2.0 was announced by
the RBI on May 5 to help small borrowers tide
over the impact of the second Covid-19 wave
and state level lockdowns.
The above
categories of borrowers to whom the lending
institutions have aggregate exposures of not
5
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more than ₹50 crore as on March 31, 2021 and
which have not been restructured earlier
under any of the specified restructuring
frameworks, shall be eligible for resolution
under Resolution framework 2.0 as per
Regulatory Policies.

that audit firms that have already completed
the three year period will have to discontinue
their assignment.

₹31,000 cr tap opened for MSMEs

The Reserve Bank
of India
has
mandated
Risk
Based
Internal
Audit
(RBIA)
framework for all
deposit taking Housing Finance Companies
(HFCs), irrespective of their size and for non
deposit taking HFCs with asset size of ₹5000
crore and above. The Central bank said these
entities have to put in place a RBIA framework
by June 2022. The RBIA framework has been
mandated in the back drop of the troubles at
Dewan Housing Finance Corporation Ltd. and
Reliance Home Finance.
The RBI had
mandated an RBIA framework for non banking
finance companies in February 2021. HFCs,
which are also NBFCs, have now been brought
under the ambit of this framework.

Home finance firms to comply with
risk-based internal audit norms

Even as it left the policy repo rate unchanged,
the Reserve Bank of India decided to open the
liquidity tap a bit more this time aggregating
₹31,000 crores, to help MSMEs, especially
those in contact intensive sectors as Covid 19
second wave rages on. The Central bank
decided to open an ‘On tap ‘liquidity window’
aggregating ₹15000 crore till March 31, 2022
for sectors including hotels and restaurants,
tourism and aviation ancillary services. Other
services including private bus operators, car
repair services, car rentals, event/conference
organisers, spa clinics and beauty parlours /
salons will also benefit.

Banks/NBFCs may get more time to
appoint auditors
The Reserve Bank of India may give more time
to regulated entities, including banks, to
implement the new guidelines on the
appointment of statutory auditors. Regulated
entities are of the view that a year’s time
should have been given for implementing the
guidelines as some of them have already reappointed auditors for FY22. The RBI’s new
norms were unveiled on April 27.
The
guidelines allow regulated entities to appoint
auditors for three years. What this means is

RBI’s FAQs address some key concerns
The Reserve Bank of India has clarified that its
“one year look back” stipulation introduced in
its April 27 circular on appointment of
statutory auditors in Public sector banks,
Urban Cooperative Banks and NBFCs will only
be applicable prospectively, that is, from
financial year 2022-23.
This look back
stipulation was introduced to ensure that the
audit firm had not provided any non-audit
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India's forex reserves may
exceeded $600 billion: RBI Guv

services to the Group entities during the 12
months period before the audit firm was
appointed in the bank or NBFC concerned. The
RBI has now, in the Frequently Asked
Questions (FAQ) on the April 27 circular,
clarified that this look-back condition will not
apply for auditor appointments for FY 2021-22.

have

Reserve Bank of India Governor Shaktikanta
Das said India's forex reserves may have
crossed record level of $600 billion on the back
of robust capital flows. As per the RBI's data
issued on May 28, the country's foreign
exchange reserves rose by $2.865 billion to a
record high of $592.894 billion for the week
ended May 21, boosted by gold and currency
assets. Based on the current estimation, we
believe that our forex reserves may have
crossed $600 billion," he said while
announcing the Bi-Monthly Monetary policy
review. To boost liquidity, the RBI announced
several steps including a special liquidity
facility for various sectors impacted by the
Covid-19 pandemic the central bank also
announced G-sec Acquisition Programme (GSAP) 2.0 which will help in calming yields and
control undue volatility faced by market
participants in the government securities
market. During the second quarter of the
current fiscal, the RBI said it will purchase
₹1.20 lakh crore of G-sec from the secondary
market, as part of G-SAP 2.0. RBI will buy
₹40,000 crore of government securities on
June 17 and the remaining schedule will be
announced later, he said.

National Automated Clearing House to
be available on all days from August 1
Reserve Bank of India said National Automated
Clearing House (NACH) will be available on all
days of the week, effective August 1, 2021.
NACH, a bulk payment system operated by the
National Payments Corporation of India (NPCI)
facilitates one-to-many credit transfers such as
payment of dividend, interest, salary and
pension. It also facilitates collection of
payments pertaining to electricity, gas,
telephone, water, periodic loans, investments
in mutual funds and insurance premium. In
order to further enhance customer
convenience, and to leverage the 24x7
availability of real-time gross settlement
(RTGS), NACH which is currently available on
bank working days, is proposed to be made
available on all days of the week effective from
August 1, 2021,” RBI Governor Shaktikanta Das
said while announcing the bi-monthly
monetary policy review. NACH has emerged as
a popular and prominent mode of direct
benefit transfer (DBT) to a large number of
beneficiaries. This has helped transfer of
government subsidies during the present
COVID-19 in a timely and transparent manner.

RBI to explore diversifying assets to
boost returns on FX reserves
Foreign currency and bond trading boosted the
Reserve Bank of India's earnings for FY'21
though overall returns on its investments
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remain depressed. But the central bank said it
would explore diversifying asset base beyond
traditional investment such as gold and the U S
dollar. RBI's income dipped by 10.96%,
expenditure decreased by 63.10% because of
which the year ended with an overall surplus
with RBI transferring a surplus of ₹99,122
crore to the government, up 73.51% over the
previous year, according to the latest annual
report released by the Reserve Bank. The year
2020-21 is significant for the change in the
accounting year of the Reserve Bank to April March from July- June earlier. As a result, the
accounting year 2020-21 was of nine months
from July 2020 - March 2021.

banks recorded 3.6% and 9.1% credit growth,
respectively, whereas lending by foreign banks
declined during 2020-21.

Rates kept unchanged to support
growth
The Monetary Policy Committee of the
Reserve Bank of India has decided to maintain
status quo on key policy rates. “The MPC took
stock of the evolving macroeconomic and
financial conditions and the impact of the
second wave of Covid on the economy. Based
on its assessment, the MPC voted unanimously
to maintain the status quo on repo rates and
maintain an accommodative stance for as long
as possible to revive growth,” said RBI
Governor Shaktikanta Das after the meeting of
the MPC. The policy repo rate remains
unchanged at 4% while the reverse repo rate is
at 3.35%. The move comes amidst
expectations of slowing growth after the
second surge of the Covid-19 pandemic and
local level lockdowns that have impacted
economic activity. However, inflationary risks
persist

Bank credit growth declines in Mar’21
Bank credit growth decelerated to 5.6% in
March 2021 from 6.4% a year ago, as per
Reserve Bank. On the other hand, aggregate
deposits growth accelerated to 12.3% in March
2021 from 9.5% in the same month of the
previous year. Lower growth in credit vis-a-vis
deposits led to decline in the all-India creditdeposit (C-D) ratio to 71.5% in March 2021
from 76% a year ago. Combined credit by bank
branches in top six centers (Greater Mumbai,
Delhi, Bangalore, Chennai, Hyderabad and
Kolkata) declined marginally during 2020-21.
These six centers together accounted for over
46% of total bank credit."Bank branches in
urban, semi-urban and rural areas, on the
other hand, recorded 9.4%, 14.3% and 14.5%
credit growth, respectively, during the year,"
the RBI said while releasing the 'Quarterly
Statistics on Deposits and Credit of SCBs:
March 2021'.Public sector and private sector

ATM interchange fee per transaction
hiked from ₹15 to ₹17
The Reserve Bank of
India allowed an
increase
in
the
interchange
fee
structure for ATM
transactions after almost 9 years, considering
the increasing cost of Automated Teller
Machines (ATM) deployment and expenses
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towards ATM maintenance incurred by the
banks and white label ATM operators.
Accordingly, the RBI has hiked the interchange
fee per transaction from ₹15 to ₹17 for
financial transactions and from ₹5 to ₹6 for
non-financial transactions in all centers,
effective August 1, 2021.The card issuing bank
pays an interchange fee to the operator of the
ATM when a customer makes a transaction at
an ATM that does not belong to the cardissuing bank. Currently, the card-issuing bank
pays an interchange fee of ₹15 for each cash
transaction and ₹5 for each non-cash
transaction. The ATM operators had been
pushing for a hike in interchange for some
time now but banks were not on the same
page on the issue as, ultimately, the extra cost
would have to be borne by the customers.

support scheme for loan moratorium cost the
government ₹5,500 crore during 2020-21, and
the scheme covered all borrowers including
the prompt one who did not avail moratorium.
Various banks are at the different stages of
executing the order. Punjab & Sind Bank
Managing Director S Krishnan said the burden
on the bank due to waiver works out to be
around ₹30 crore. The issue of reimbursement
of the waiver amount by the government is
being pursued by IBA on behalf of the banks,
he said. Asked if the finance ministry has
responded to their request, he said, "So far,
we have not heard anything positive on this."

Active HL borrower base grew 5% by
Dec 2020 versus year ago period
With rising demand for home loans, the
country’s active housing loan borrower base
was nearly 5% higher as of December 2020
than the pre-pandemic levels of December
2019. According to the CRIF CreditScape:
Housing loans report, the total number of
housing loan borrowers was 2.32 crore as on
December 2020, of which 1.43 crore were
active borrowers. In contrast, the total home
loan borrowers as on December 2019 was 2.16
crore, of which 1.36 crore were active
borrowers. “The housing loan sector, after
witnessing a setback in the first quarter of
2020-21 in terms of originations, bounced back
in the second and third quarter of 2020-21,
ending the year with 9.6% growth in portfolio
outstanding compared to 10.4% in the
previous year.

Banking & Finance News
IBA reaches out to govt for refund of
compound interest waiver by banks
The Indian Banks' Association (IBA) on behalf
of lenders has approached the finance ministry
to refund the burden fallen on their shoulders
due to a recent Supreme Court judgment on
the waiver of compound interest on all loan
accounts which opted for moratorium during
March-August 2020. The March judgment of
the apex court directed the banks to waive off
compound interest on loans above ₹2 crore
availing moratorium as loans below this got
blanket interest on interest waiver in
November last year. Compound interest
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Depositor’s body asks RBI to urge
banks to reduce operating costs

India’. The discussion paper, as well as the
recent instructions on appointments of
directors and constitution of important
committees, gives much importance to the
roles of independent and NEDs in developing
an efficient and effective corporate
governance model in banks.

The All India Bank Depositors association
(AIBDA) has requested the Reserve Bank of
India to advise banks to reduce their operating
cost and prune the net interest margin, so that
the entire burden of cut in interest costs does
not fall on depositors. The association, in its
pre monetary policy memorandum to RBI,
underscored that the depositors in the small
income earner and senior citizen categories
are suffering the most due to the current
negative real interest rate (adjusted for
inflation), “while a pause in repo rate is
desirable to support growth at this point in
time, too much liquidity in the market works
adversely against the depositors without a
significant increase in bank credit.
As
depositors are major stakeholders and risk
bearers in the financial system, their interests
should not be ignored said AIBDA.

RBI’s surplus transfer may not be
enough to cushion covid impact on
govt revenues
The Reserve Bank of India’s board approved a
significantly higher-than-expected surplus
transfer to the government but it may not be
enough to cushion the damage from a
crippling second wave of the novel
coronavirus. The RBI announced a surplus
transfer of ₹991.22 billion ($13.58 billion) for
the 9 months period from July 2020 to March
2021, the Central Bank said. The bank will
move to an April to March accounting year
from 2021-22 from a July to June year. The
higher than expected dividend or surplus
transfer to the government comes as it is
expecting sharp sequential fall in tax
collections due to the severe second wave of
Covid 19 which has forced lockdowns in
several states.

Banks must swear by RBI’s norms on
governance
The Reserve Bank of India issued operative
guidelines with regard to the appointments of
MD and CEO, Whole time Director,
Chairperson, Non-Executive Directors and
composition of important committees last
month, as part of its measures to strengthen
corporate governance standards in commercial
banks. Further, the regulator plans to bring
out a “Master Direction on Governance’ in
commercial banks, based on the ‘Discussion
Paper on Governance in commercial Banks in

RBI should appoint statutory auditors
for public sector banks
The CA Institute has suggested that
appointment of Statutory Central Auditors
(SCAs) of public sector banks be done by the
Reserve Bank of India and not by the bank
managements. The audit regulator is keen
10
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that the bank’s auditors be appointed on the
lines of Comptroller and Auditor General of
India appointing auditors for public sector
entities.
Also, the ICAI has made several
suggestions on the RBI’s April 27 circular that
prescribed norms for appointment of Statutory
Central Auditors/Statutory Auditors in PSBs
and Statutory auditors for urban cooperative
banks, non-banking finance companies and
housing finance companies.

earlier, according to the Reserve Bank of India.
Among banks, State Bank of India, Bandhan
bank and private sector banks in south India
saw the sharpest growth in gold loans during
the financial year. SBI saw a nearly six fold rise
in gold loans. Its gold loan book stood at
₹20,987 crores as on 31 March 2021. SBI’s
proportion of gold loans is only 2% of its
overall retail loan book of ₹8.7 trillion, but the
bank has relied on these secured loans to drive
its credit growth this year.

New loan restructuring policy offers
more clarity to borrowers

Banks ready to transfer 37 NPAs worth
₹92,000 cr.

The Reserve Bank of India (RBI’s) new policy on
the restructuring of loans nudges lenders and
card issuers to be more transparent and fixes
timelines within which financial institutions
should act. During the latest monetary policy,
the RBI announced the Resolution Framework
2.0 which allows lenders to restructure loans
of individuals and small businesses. “Similar to
Resolution Framework 1.0, the new
regulations give the power to lenders to accept
or reject restructuring applications. Borrowers
still have no say in the process. The decision
will be based on the board approved policy of
each institution.

Banks have so far
zeroed-in
on
37
stressed assets, with
exposure aggregating
to
about
₹92000
crore, that can be
transferred
to
the
National
Asset
Reconstruction Company Ltd. (NARCL), which
is being set up by lenders jointly. The assets to
be transferred to NARCL, include those of
Videocon Industries, Reliance Naval and
Engineering ad Essar Power Gujarat and
Coastal Energy according to bankers, Banks
had lend to these entities as part of a
consortium.
‘Suppose the ₹92000 crore
exposure is transferred to NARCL at 70%
haircut. So, it will buy the exposure at ₹27,600
crore. Of the ₹27,600 crore, lenders will get
upfront cash of 15% (₹4140 crore) and the
balance (₹23,460 crore) by way of security
receipts which are likely to have government
guarantee (partial/Full).

Banks performance glitters thanks to
spike in gold loans
Banks have reported a surge in gold loans in
the year ended 31 March, driven by rising gold
prices and risk averse lenders demanding
collateral for loans. Gold loans of banks have
more than doubled to ₹60,464 crore at the
end of 31st March from ₹26,192 crore a year
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Demand for cash soared
pandemic

due to

Indian Bank posts ₹1709 cr net in Q4
Indian Bank reported a standalone net profit of
₹1709 crore for the fourth quarter of FY 21 as
opposed to a net loss of ₹1,641 crore posted in
Q4 of FY 20. It is to be noted that Allahabad
Bank was amalgamated with Indian Bank with
effect from April 1, 2020 and all the figures for
FY20 were arrived at by aggregating the
audited numbers of the two banks. Despite all
the challenges this year, the bank has emerged
a very strong, steady and consistent good
performer. The bank has not only moved in
the right direction but also made significant
improvements in all the key parameters MD
and CEO said at the virtual press conference.

The precautionary demand for cash surged in
2020-21 due to the Covid-19 pandemic, the
Reserve bank of India said. The year witnessed
a higher than average increase in banknotes in
circulation primarily due to precautionary
holding of cash by the public induced by the
Covid-19 pandemic and its prolonged
continuance. The value and volume of bank
notes in circulation increased by 16.8% and
7.2% respectively, against an increase of 14.7%
and 6.6% respectively witnessed during 201920.

Private banks increased share in
deposits, credit at the cost of PSBs in
FY 21 : RBI

Loan rejig : Public sector banks to
follow templated approach
Public Sector Banks
(PSBs) under the aegis
of the Indian Bank’s
Association (IBA), have
formulated a templated
approach
for
seamless implementation of RBI’s Resolution
Framework 2.0 for restructuring loans to
individuals, small businesses and MSMEs up to
₹25 crore. Banks have evolved a process flow
for individual loans and a standardised
approach for business and MSME loans up to
₹10 Lakhs. The process flow envisaged for
individual loans includes
(a) customer
accessing the bank’s portal or manually
submitting application for restructuring and
(b)
Processing
of
application
and
implementation in the system. The resolution

Bank credit growth decelerated while
aggregate deposit growth accelerated in
March even as the share of private sector
banks in total deposits and credit of scheduled
commercial banks (SCBs) increased during
2020-21 at the cost of public sector banks,
according to the Reserve Bank of India. Bank
credit growth decelerated to 5.6% year-onyear in March from 6.4% a year ago, according
to RBI’s quarterly statistics on Deposits and
Credit of SCBs: March 2021. Public sector and
private sector banks credit growth slowed to
3.6% and 9.1% respectively during 2020-21.
Lending by foreign banks contracted 3.3
percent Vs 7.2% growth.
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process has to be invoked within 30 days from
the receipt of the application. The last date for
invocation is September 30.

has processed claims amounting to ₹993 crore
during 2020-21 to ensure payment to insured
depositors of liquidated banks. Of this, the
corporation has settled claims amount to ₹564
crore in respect of nine co-operative banks
during 2020-21.

Banks decide to extend unsecured
personal loans
Public sector Banks (PSBs) have decided to
make available unsecured personal loans to
individuals to meet the expenditure for Covid
treatment. Further, they will also be extending
loans to improve the healthcare infrastructure.
This is with a view to creating a Covid loan
book as per the Reserve Bank of India’s May 5
announcement that it will provide term
liquidity facility of ₹50,000 Crore to banks to
ease access to emergency health services.
Individuals (Salaries, non salaried as well as
pensioners) will be offered unsecured personal
loans for Covid treatment of self and family
members.
The minimum and maximum
amount of loan, which will be at a concessional
rate and for a maximum period of five years,
will be ₹25,000 and ₹5 Lakh respectively.
Dinesh Khara, Chairman, State Bank of India
said SBI will charge 8.50% interest on such
loans.

Equity Bounce : Public Banks Plan
₹8500 – 9000 cr of QIPs
Public sector banks are expected to launch
qualified institutional placement (QIP)
offerings worth ₹8500-9000 crores in the next
quarter amid a rebound in equity markets,
according to sources. The public sector banks
that are lining up such offerings include Indian
Bank, Bank of Maharashtra and Canara bank.
All
three are expected to launch their
offerings between July and September. Indian
Bank is planning to raise ₹4000 crores through
a QIP and is expected to time its offering
around the first week of July. It is said to have
appointed six merchant banks for the planned
offering. ICICI securities will be among the lead
arrangers. It had passed a board resolution of
March 9, enabling it to raise funds.

Despite RBI clarification, crypto deals
still remain a grey area for investors,
banks

Deposit insurance corporation settles
₹993 cr claims as 6 banks failed in FY
21

While banks have stopped warning customers
against crypto-currency transactions, investors
are still not sure on the way forward. Cryptocurrency investors do not expect to face
problems in banking transactions after the
notification by the Reserve Bank of India to
ignore its directive post the Supreme Court

The RBI annual report released recently says
that five cooperative banks and one local area
bank were liquidated in 2020-21. According to
the annual report, the Deposit Insurance and
Credit Guarantee Corporation, which provides
deposit insurance in case of failure of banks,
13
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ruling. But while most banks said they will
abide by the RBI direction, they are looking for
more regulatory clarify.

NBFCs auction
pawned gold

record

volume

getting a clean chit from a Dubai-domiciled
forensic auditor Wise House Consultants
tasked with investigating fund transfers among
BRS group firms. The forensic audit report
says Shetty, who built a multi-billion dollar
business in Dubai from the ground up, was not
only a victim of a complex financial scam
involving his group’s top executives, but was
unfairly targeted by banks and the media as a
‘defaulter”. Shetty is currently in India ad
trying to return to Dubai to take care of his
businesses, but a travel ban issued by BOB has
put paid to his plans.

of

Gold loan-focused
non-banks
like
Manappuram finance
have
auctioned
a
record 1 tonne,
worth ₹404 crore of the pawned gold in the
last quarter of 2020-21, indicating deepening
distress among the public due to the pandemic
and have warned that banks are headed to an
NPA crisis from September quarter when gold
loans with one year tenure mature. During the
first wave of the pandemic, among the many
measures the Reserve Bank announced to
alleviate the financial distress of the public,
one was to allow banks to offer 90% of the
value of gold in loans. This helped million of
households, as it came amidst a massive spike
in gold prices, which had crossed ₹5600/gram
in the peak of the pandemic last year.
Following this, public sector banks widened
their gold portfolios, helping the organised
industry touch ₹2 lakh crore in FY 21, up from
over 1.6 lakh crore in FY 20 according to
industry data.

To improve audit quality of firms, draft
of self-evaluation matrix rolled out
The CA Institute has now set the ball rolling on
its much anticipated Audit Quality Maturity
Model (AQMM), which is intended to improve
the audit quality of firms and audit companies
with substantial stakeholders. The Institute
has come out with an exposure draft on this
evaluation matrix for public comments. This
model will be tested through a collaborative
approach between the ICAI’s Centre for Audit
Quality and Peer Review board. The objective
of this evaluation matrix is for sole proprietors
and audit firms to be able to self evaluate their
current level of audit maturity, identify areas
where competences are good / lacking and
then develop a roadmap for upgrading.

Fraud charges : Dubai tycoon to drag
BOB to court

BOB may repatriate some capital from
overseas biz

Dubai based billionaire B R Shetty is planning
to drag Bank of Baroda to the courts after

Public sector lender Bank of Baroda (BOB) is
planning to shift a part of its capital in
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SIDBI gets ₹16000
liquidity boost

international business to its domestic
operations where margins are higher and
there is more room for higher volumes. The
surge in liquidity – following additional
infusion by central banks to fight the Covid -19
pandemic - has pushed down interest rates
across the globe. In developed markets, rates
are at a near zero level, While net interest
margin (NIM) in India is at2.8 – 2.9%, the
corresponding numbers in global business is at
1.2 - 1.3%.

crore

special

The Reserve Bank of India has decided to
extend a special liquidity facility of ₹16000
Crore to the Small Industries Development
Bank of India (SIDBI) to support the funding
requirements of micro, small and medium
enterprises (MSMEs), particularly smaller
MSMEs and other businesses, including those
in credit-deficient and aspirational districts.
SIDBI can tap this facility for on-lending /
refinancing through novel models and
structures. “This facility will be available at the
prevailing policy repo rate for a period of up to
one year, which may be further extended
depending on its usage” said RBI Governor.
RBI had extended fresh support of ₹50000
crore in April 2021 to all India financial
institutions (AIFIs) for new lending in 2021-22.
This included ₹15000 crore to SIDBI. With the
new facility announced, the total liquidity
support to SIDBI goes up to ₹31,000 crore.

BoM, Central Bank top picks for
privatisation
NITI Aayog has
submitted
the
names of two public
sector banks (PSBs)
and one public
sector general insurer, which can be sold off
under the government’s new privatisation
policy, to the Core group of Secretaries on
Disinvestment.
Sources said that the
Department of Investment and Public asset
Management (DIPAM), and the Department of
Financial services (DFS) will examine the
names suggested by NITI Aayog and finalize
the list of possible candidates in the financial
sector for privatisation this year. People in the
know also said that Bank of Maharashtra and
Central Bank are the top two candidates that
have been favoured for privatisation, though
the Indian Overseas bank has also found
favour for the exercise either this year or
possibly later.

BoB to set-off accumulated losses of
₹11,048 cr against share premium AC
The board of directors of Bank of Baroda (BoB)
has given its nod to set-off the bank’s
accumulated losses of ₹11,048.44 crore as at
March end 2021 by utilising an equivalent
amount standing to the credit of the Share
Premium Account (SPA). The set-off of the
accumulated losses against SPA will be taken
into account during the current financial year
2021-22, subject to necessary approval from
share holders and prior permission from the
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Reserve Bank of India, the public sector bank
said in an exchange filing. Bankers opine that
the exercise will present the true and fair view
of the bank’s financial position. It will not
affect any ratios such as book-value per share,
return on equity (ROE), and earning per share
(EPS).

SBI to explore partnerships
Agritechs to push farm credit

million in a series B round led by the UK’s Apis
Growth Fund II. The investment from India’s
largest bank shows its trust in Cashfree’s
innovation and the way we are rapidly scaling
up the payments business said Co- founder
and CEO, Cashfree.

Banks face ₹42,000 cr haircut as NCLT
clears Vedanta firm’s ₹2900 crore bid
for Videocon

with

State Bank of India (SBI) is exploring
opportunities to enter into partnerships with
select Agritechs to handle high volume, low
ticket loans in the agri-business sector
optimally through a digital strategy. India’s
largest bank sees Agritech (agricultural
technology) as a channel to bring in a new
segment of customers (which the bank could
not access earlier) to grow the top-line and
improve efficiencies. The partnership will also
serve as an opportunity to cut operational and
credit costs, improve profitability and user
experience as digital transformation will no
longer be optional but a necessity for
structural change in the digital ecosystem as
per bank’s annual report.

Banks will take a ₹42,000 crore haircut after
the Mumbai Bench of the National Company
Law Tribunal approved a bid by Anil Agarwal
backed Twin star Technologies’ to acquire
Videocon Industries Ltd for ₹2900 crore, claims
worth ₹46000 crore had been admitted under
the insolvency process that began in
December 2017.
While the NCLT order
ensures that the company’s former promoter,
Venugopal Dhoot’s offer to take back control
has been rejected finally, it also means that
banks, led by SBI and IDBI Bank, will have to
settle for a low recovery.

ATM usage to cost more
The Reserve Bank
of
India
has
accepted the long
standing demand
of banks and
White Label ATM
operators (WLAO) for a hike in interchange fee
in view of increasing cost of ATM deployment
and maintenance.
This could encourage
deployment of ATMs, which has hit the slow
lane in the last one year amid the Covid -19

SBI bets on digital payments start up
Cashfree
State Bank of India has made an undisclosed
investment in digital payments and banking
technology start-up Cashfree, as the lender
looks to promote digital payments. According
to sources, the lender has picked up a less than
5% stake in the Bengaluru based company. In
November last year Cash free had raised $35.3
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pandemic. The interchange fee (which is
recovered by banks owning ATMs from card
issuing banks for providing) has been upped
from ₹15 to ₹17 per financial transaction and
from ₹5 to ₹6 per non financial transaction in
all centres. The new fee will be effective from
August 1.

care and associated segments that are in need
of liquidity. Last month, the Reserve Bank of
India announced a term liquidity facility of
₹50,000 crore for Covid related healthcare
infrastructure and services in the country. This
was done for fresh lending support to a wide
range of entities in the healthcare space.

Post SC order, banks move to assess
value of promoters assets

Fifteen banks have come together to
form Blockchain Infrastructure Co Pvt
Ltd

Armed with the Supreme Court’s order on
invoking personal guarantees of defaulting
promoters, banks have set in motion the
process to assess the value of assets held by
promoters of at least 40 companies that are
under the insolvency process. This includes
assets owned by Kapil and Dheeraj Wadhwan
of DHFL, Videocon promoters Venugopal and
Rajkumar Dhoot, LancoInfratech’s Madhusudhan Rao and family IVRCL’s Sudhir Reddy
and Jatin Mehta of Winsome Diamonds. Banks
are in the process of appointing valuation
advisors to arrive at the current fair value of
the assets owned by the promoters. Most of
the personal guarantees given by the
promoters are well documented but their
value may not have been determined properly
when the loan agreements were signed’ said a
banking industry source.

Fifteen banks have
come together to
form
a
new
company which will
use
blockchain
technology to process inland letters of credit
(LCs) in a first such initiative. Bankers said that
the new system will verify data using invoices
on goods and services tax (GST) and e-way bills
which will quicken transactions and also
eliminate risk of frauds. The company called
Indian Banks' Blockchain Infrastructure Co Pvt
Ltd (IBBIC) will have fifteen shareholders
holding an identical 6.66% stake in the
company. These banks include ten private
sector, four public sector and one foreign
bank. They are RBL Bank, ICICI Bank, HDFC
Bank, Kotak Mahindra Bank, Axis Bank,
IndusInd Bank, Yes Bank, South Indian Bank,
Federal Bank and IDFC First Bank. Public sector
banks State Bank of India (SBI), Bank of Baroda
(BoB) and Indian Bank and foreign lender
Standard Chartered are the shareholders.
Individual banks could not be reached for
comment. Bankers said using blockchain

Public sector banks support for Covid19 health infra gathers pace
Public sector banks in the country are
supporting the government’s efforts to boost
Covid -19 related health care infrastructure in
the country by actively lending to the health
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PSBs sanction 95% of all loans under
PM SVANidhi scheme

technology will eliminate paper work and
reduce transaction time to a few years in a
secure environment.

Public sector banks have been at the forefront
for advancing loans under the PM Street
Vendors Atmanirbhar Nidhi (PM SVANidhi),
and have sanctioned 2.316 million loans, about
95% of total loans sanctioned under this
scheme as on May 31. About 2.421 million
loans have been sanctioned as on May 31, and
2.064 loans have been disbursed as on May 31,
the Department of Financial Services said in a
tweet. About 2.427 million loans have been
sanctioned, and 2.065 million have been
disbursed under the PM SVANidhi scheme as
on date. The PM-SVANidhi was launched to
provide working capital loans up to ₹10,000 to
about 5 million street vendors. The loan has
tenure of one year, and is to be repaid in
monthly installments. Street vendors availing
themselves of loans under the scheme get a
7% interest subsidy from the government, and
banks get graded guarantee cover for the
loans sanctioned. The scheme is administered
by Ministry of Housing and Urban Affairs
(MoHUA).

Gross NPAs of banks likely to decline
Gross non-performing assets of banks are
likely to decline in FY21 due to restructuring,
write-offs, and resilience in the economy as
per rating agency CARE. The decline is
expected
as several regulatory and
government support schemes for MSMEs and
others had helped borrowers to access
liquidity and conserve cash flows. For instance,
the moratorium on loan repayments for six
months till August 30, 2020, Covid-related
restructuring scheme for MSMEs till March 31,
2021, and for large corporate till December 31,
2020, Resolution Framework 2.0 scheme for
personal loans and MSMEs till September 30,
2021, ECLGS to enable banks and NBFCs
provide funding to MSMEs, TLTROs, special
refinance facilities to NABARD/SIDBI/NHB to
address sectoral credit needs, and extended
partial guarantee scheme, the agency noted.
“The government had enabled loan of up to
20% of an MSME’s total outstanding credit in
the ₹3 lakh crore ECLGS scheme. So, loans
were guaranteed by the government and
MSMEs got significant breathing space with
immediate cash flows being taken care of so
that they may not default and deteriorate their
credit score, etc. Given that MSMEs generally
have a significant share of NPAs, now that
share will be much more muted than what we
would have expected otherwise,”

Google Pay launches cards tokenisation
Google Pay has
expanded
its
network of bank
partners offering
cards tokenisation
on the Google Pay
app and added lenders including SBI, IndusInd
Bank, Federal Bank, and HSBC India. “After
successfully rolling out tokenisation with Kotak
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Mahindra Bank, SBI Cards, and Axis Bank,
Google Pay has now added debit cards by SBI,
IndusInd Bank, and Federal Bank and credit
cards by IndusInd Bank and HSBC India to its
slate,” a statement said. Tokenisation is a
feature that enables users to make debit or
credit card payments through a secure digital
token attached to their phone without having
to physically share their credit or debit card
details. The feature also works with online
merchants, delivering more native and
seamless OTP experiences without redirecting
users to 3D secure sites. Google Pay said with
tokenisation, it will enable safe and secure
Omni channel experiences to help consumers
use near-field communication (NFC) capable
devices/phones to make contactless payments
at over 2.5 million visa merchant locations,
scan and pay at more than 1.5 million Bharat
QR-enabled merchants, and pay bills and
recharges from within their Google Pay app
using their credit card.

banks, to move against personal guarantors
under the Insolvency and Bankruptcy Code
(IBC) was “ legal and valid “. As the
notification invoking the IBC against personal
guarantors of corporate debtors was
challenged before several High Courts initially,
The Supreme Court transferred these petitions
to itself at the Government’s request. The
apex court said there was an “intrinsic
connection” between personal guarantors and
their corporate debtors.

ED to transfer Vijay Mallya’s attached
assets to banks, says PMLA court
In a huge relief to banks struggling to get their
money back from Vijay Mallya, a Prevention of
Money Laundering Act court in Mumbai has
restored to the lenders the properties the
Enforcement Directorate had seized from the
fugitive liquor baron. A State Bank of India-led
consortium of 17 banks, which is owed more
than ₹9,000 crore by Mallya, is now in charge
of the properties that find a mention in debt
resolution tribunal’s 2017 decree and can
auction them to recover their dues. The order
was pronounced on May 24.The Enforcement
Directorate, which launched a probe against
Mallya, attached around ₹12,000-crore worth
of movable and immovable properties of the
65-year-old businessman. Most of these
properties were used as collateral by Mallya.
The ED, which had earlier resisted the transfer,
has now agreed in the handover.

Legally Speaking
Lenders can go after
guarantors to corporates :SC

personal

The Supreme Court upheld a government
move to allow lenders to initiate insolvency
proceedings against personal guarantors, who
are usually promoters of big business houses
along with the stressed corporate entities for
whom they gave guarantee. In a judgment
that can shake up the business community, a
Bench of Justices held that the November 15,
2019 notification of the Centre allowing
creditors, usually financial institutions and

A State Bank of India-led consortium can now
move to sell certain real estate properties and
securities belonged to Vijay Mallya to recover
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unpaid loans, after a court lifted the claim of
the Enforcement Directorate on the assets it
had seized. The assets including several floors
of the UB City commercial tower in
Bengaluru’s central business district and
shares in United
ed Breweries and United Spirits
that Mallya had controlled are estimated to be
valued at ₹5,646.54 crore. The special court in
Mumbai dealing with cases under the
Prevention of Money Laundering Act (PMLA),
however, asked banks to execute a bond
undertaking to return the properties if Mallya
was acquitted in the case or if the trial could
not be concluded.

plan approved under the IBC with an argument
that higher amount should have been paid to it
on the basis of the security interest
interes held by it
over the corporate debtor. A division bench
comprising Justices Vineet Saran and Dinesh
Maheshwari observed that it is against the
scheme of IBC to hold that a secured creditor
is entitled to the amount in reference to its
security interest."Itt has not been the intent of
the legislature that a security interest available
to a dissenting financial creditor over the
assets of the corporate debtor gives him some
right over and above other financial creditors
so as to enforce the entire of the security
secu
interest and thereby bring about an
inequitable scenario, by receiving excess
amount, beyond the receivable liquidation
value proposed for the same class of
creditors", the Court observed in the case India
Resurgence ARC Pvt Ltd VS Amit Metaliks Ltd &
Anr. The Court added:"..what amount is to be
paid to different classes or sub-classes
sub
of
creditors in accordance with provisions of the
Code and the related Regulations, is essentially
the commercial wisdom of the Committee of
Creditors; and a dissenting secured creditor
like the appellant cannot suggest a higher
amount to be paid to it with reference to the
value of the security interest"

Bank accounts can’t be attached at the
cost of Right to Business
Madras High Court has held that bank
accounts cannot be attached in matters
related to GSTT violation if it is at the cost of
doing business. “It is made clear that the
attachment proceedings cannot be at the cost
of right of provision under Article 19(1)(g) of
the Constitution of India,” a single bench of
Justice C Saravanan said, while dispos
disposing the
matter of Chennai-based
based Marg Human
Resources Private Limited. As a part of the
Right to Freedom, Article 19(1)(g) says, “All
citizens shall have the right to practice any
profession, or to carry on any occupation,
trade or business.”

Secured Creditor
or
Resolution Plan

Can't

Cha
Challenge

The Supreme Court has held that a dissenting
secured creditor cannot challenge a resolution
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Financials of Public Sector Banks–Quarter ended 31.03.2021(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

281660
1718586
1037549
1686030
506886
928388
379885
1845739
163919
6220670
324324
1577489

1540
6266
2094
5703
688
2548
1724
5634
174
19700
1533
5180

Net Profit
Amount

165
-1047
250
1011
-1349
1709
350
586
161
6451
80
1330

Gross NPA

Net NPA

Amount

%

Amount

%

7780
66671
56535
60288
29277
38455
16323
104423
9334
126389
11352
89788

7.23%
8.87%
13.77%
8.93%
16.55%
9.85%
11.69%
14.12%
13.76%
4.98%
9.59%
13.74%

2544
21800
12262
24442
9036
12271
4578
38576
2462
36810
4390
27281

2.48%
3.09%
3.35%
3.82%
5.77%
3.37%
3.58%
5.73%
4.04%
1.50%
3.94%
4.62%

CRAR
Basel III
%

14.49%
14.99%
14.93%
13.18%
14.81%
15.71%
15.32%
14.32%
17.06%
13.74%
13.74%
12.56%

ROA
%

0.35%
-0.36%
0.13%
0.36%
-1.58%
1.09%
0.50%
0.18%
0.55%
0.58%
0.12%
0.49%
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CRR

4.00%

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. 03.06.2021
Overnight

6.90%

1month

3months

6 months

One Year

RBLR

7.05%

7.15%

7.20%

7.30%

6.80%

