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RESERVE BANK OF INDIA’S FINANCIAL STABILITY REPORT

THE GOOD AND THE BAD Report says asset quality of banks
has improved, although profitability continues to erode

Our Bureau

Mumbai: The Reserve Bank of India
{RBI), which has been relentlessly pus-
hing banks to recognise bad loans, belie-
ves that they may be over the worst with
the industrylikely reportinga decline in
non-performingassets (NPAs) inthecur-
rent fiscal vear for the first time since
2015, when the regulator began tighte-
NINg norms.

The central bank forecast gross bad lo-
answill decline to 10.3% of total loansby
March 2019 from 10.8% at the end of Sep-
tember 2018 and 11.5% in March 2018. The
net NPA ratio also registered a decline
during the period.

“Inasignof possible recovery from the
impaired asset load, the GNPA (gross
non-performing asset) ratio of both pub-
lic and private sector banks showed a
half-vearly decline, for the first time sin-
ce March 2015, the financial vear-end
prior to the launch of asset quality revi-
ew,” RBlI said in its 18th Financial Stabili-
ty Report, the first since Shaktikanta
Das became governor in December follo-
wing Urjit Patel’s departure. “The ban-
King stability indicator (BSI) shows that
asset guality of the banks has improved,
although profitability continues to ero-
de.”

The Indian banking industry was
plunged into gloom after RBI's asset gqua-

lity review in 2015 forced lenders to re-
classify many standard loans as bad as-
sets, These had been shown to be stan-
dard by either evergreening or restruc-
turing on terms that were impossible to
achieve. Many corporate borrowers
with revamped loans continued to
struggle and default on payments.

The turnarcund will be good news for
the government, which has been looking
toshoreupcredit growth in order to spur
economic activity and generate jobs. Fi-
nancial services secretary Rajiv Kumar
had told ET last week that the bad loans
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Bad Loans Declining for
First Time Since 2015

of state-run banks were declining and
that they had recognised most of their
stressed assets,

While the overall situation is impro-
ving, thejumpinbadloansundera stress
test scenario will leave many banks vul-
nerable and push them below minimum
capital requirements, said the report.

“Sensitivity analysis indicates that 18
SCBs (scheduled commercial banks), in-
cluding all public sector banks (PSBs)
under Prompt Corrective Action (PCA)
may fail to maintain the required CRAR
{capital torisk weighted assetsratio)un-
der atwostandard deviation shock to the
GNPA ratio, unless capital infusion ta-
kes place and banks improve their per-
formance,” said the report.

Although the industry
shows signs of stabili-
sing, the gulf has wide-
ned between banks under
PCA due to their weak fi-
nances and those with
sufficient capital.

“Therehas been a further widening bet-
ween PCA and non-PCA PSBs,” it said.
“While the non-PCA PSBs’ credit growth
improved from 8.1% in March 2018 to
13.6% in September 2018 and deposits in-
creased from6.1% t07.9% inthe same pe-
riod, the PCA-PSBs registered negative
growth in both credit and deposits.”

Patel gquit as RBI governor following
differences with the government such as
the restrictions on weak banksunder the
PCA regime, easing liquidity for non-
banking finance companies and the level
of reserves the regulator needed to hold.
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REGULATORY FILING TO QUASH SPECULATION

RCom, Jio Keep Asset
Sale Deal Alive, Extend
Deadline to June 28

PURE POLITICS

Triple Talaq Bill
StalledinRS

Thetriple talag bill, which
ﬂ makes instanttalaqg a puni-

shable offence and was
passed inthe Lok Sabha last week,
was stalled by aunited Oppositionin
the Rajya Sabha on Monday. The
House was adjourned for theday in
the afternoon. Earlier, the opposition
partiesata joint meeting decidedto
support the resolution brought by
Trinamool Congress to send the bill to
aselect committee. »» 2

JPCNodinToto
to Citizenship Bill

W AJointParliamentary
E Committee on Monday
cleared the bill to amend the
Citizenship Act, 1955.The bill seeks to
grantcitizenship to people from
minority communities — Hindus, Sikhs,
Buddhists, Jains, Parsis and Christians
- from Afghanistan, Bangladesh and
Pakistan after six yearsof residence in
India instead of 12, evenif they don't
possess proper documents. e 3
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Do you think the new restriction on etail
discounts is unfair to the consumer?
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TODAY'S QUESTION
Is Shaktikanta Das more likely to opt for policy
continuity rather than drastic changes at RBI?
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Policy Sops on Anvil
for Apple, Others

Bid to encourage cos to make &export from India

DoT's rejection of spectrum
deal between telcos
sparked speculation about
fate of wireless asset sale

Our Bureau

Mumbai: Reliance Communications
{RCom)andReliance JioInfocomm {Jio)
have extended till June 28 the term of
the pact under which the Anil Ambani-
owned company will sell some wireless
assets to the telco owned by elder brot-
her Mukesh, aiming to quash talk that
the agreement was dead.

“Reliance Jio Infocomm Litd, a subsidi-
ary of Reliance Industries Ltd, extended
the term of the definitive agreement for
the acquisition of specified assets of Re-
liance Communications Ltd and its afli-
liates to 28th June 2019,” Jio said in a re-
gulatory filingon Monday.

In a separate but similar filing, RCom
said that the two operators have exten-
ded the “validity of the agreements sig-
ned on 28th December 2017 for sale of to-
wers, fiber, MCNs (media convergence
nodes) and spectrum of RComand its af-
filiates to 28th June 2019.” That's a six-
month extensionfromthe original dead-
line of December28.

Both companies didn't reply to ET"
emailed queries.

While the Rs17,000-crore pact covered
four wireless assets, the spectrum was
at the heart of the deal. It will allow Jio
to strengthen its 4G airwave holdings
and help RCom pare its Rsd6,000-crore
debt by paving off financial lenders be-
sides operational creditors such as
asweden’s Ericsson. RCom has already
sold fibre and nodes to Jio for Bs 5,000
crore.

“This announcement will stop all spe-
culation that it was off the table,” said
an executive who didn't want to be na-
medl.

Speculation about the fate of the deal
had been sparked by the department of
telecommunications (DoT) rejecting
RCom's deal to sell spectrum to Jio abo-
ut two weeks ago, saving it didn’t con-
form toairwave trading rules.

DoT's decision followed Jio's letter to
the government seeking an assurance
that it won't be held liable tfor RCom’s
past dues related to airwaves. In its let-
ter. Jiofurther said that DoT should only
clear the deal once the Mukesh Ambani-
owned telco confirmed that RCom had
fulfilled certain conditions agreed to
between the two companies.

DoT said Jio's conditions were not in
accordancewith the government's spec-
trum-trading norms, which stipulate
that the buver is liable for dues that ha-
ven't been recovered from the seller:

FM SAYS RBI RESERVES NOT REQUIRED TO MEET FISCAL DEFICIT TARGET

Supplementary Demand for Grants

L.

The government does not need the Reserve Bank of India's reserves to meet
its fiscal deficit target, finance minister Arun Jaitley reiterated, replyingtoa
parliamentary debate on the supplementary demand for grants. »» 9

Light Vehicles Keep
India on Fast Track

Country fastest growing among top 5 markets

WWW.ECONOMICTIMES.COM

surabhi.Agarwal
@timesgroup.com

New Delhi: The Centre is ex-
ploring specific policy incen-
tives to woo Apple Inc along
with other electronics manu-
facturers to make and export
from India, said a top govern-
ment official.

The Cupertino-based tech-
nology giant is in talks with
the Ministry of Commerce
and the Department of Reve-
nuetoseek certain sopsforits
component manufacturers.
The company is seeking a
commitment of tax breaks
for five yvears under the Mer-
chandise Exports from India
Scheme (MEIS), besides inco-
me tax benefits for the pro-
portionof exportsmade, Offi-
clals from the two ministries
have sought inputs from the
Ministry of Electronics and

IT (MeitY) for the proposed
policy tweaks, the person told
ET.

“Apple doesn’t see Indiaas a
large domestic market, so
their plan is more export-dri-
ven,” said theofficial,

Under the MEIS scheme, the
government provides duty
benefits of 24% depending
on the pro-
duct and the
country to
which it is be-
ing exported.
MeltY 1sin fa-
vour of expanding India asa
hub for electronics exports
through these incentives,
The government is Keen to
ensure that theentire electro-
nics manufacturing industry
benefits from any change in
policy instead of sops being
doled out only for Apple, the
person said on the condition
of anonvmity.
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Ketan.Thakkar
@timesgroup.com

Mumbai: India has kept its
position as the fastest gro-
wing among the top five mar-
ketsfor light vehicles in 2018, a
vear when a weak China is
predicted to have pulled the
automotive industry into its
first recession in adecade.

The Indian market is esti-
mated to have grown 8.6% to
about 4 million units in the
vear that just went by, auto-
motive forecasting firm IHS
Markitsaid, Among the other
top markets, it expects China
and Germany to report a fall
in output, and the USand Chi-
na to post flat numbers.

India has held on to the pole
position for at least two vears
now, despite the local market
facing an adverse macroeco-
nomic environment of rising

finance and insurance cost,
and uncertain fuel prices. In
2017, the market had expan-
ded atamarginally slower pa-
ce of 8.2%. Light vehicles in-
clude cars, utility vehicles,
vansand pickup trucks.
Gaurav Vangaal, senior
analyst for forecasting at IHS
Markit, said such sustained
strong growth would give
confidence to global majors
to remain focused to India,
especially at a time when
they are facing headwinds in
other markets. In December,
Bloomberg News reported
that the global automotive in-
dustry washeading toits first
decline inoutput since 2009,
“The inherent structural
demand of the Indian market
helped vehicle makers over-
come  multiple challenges
right froma spike in tariff, hi-
ke in interest rates and rupee
depreciation,” Vangaal said.
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India’s Most

Sincere Bank

IS Here.

Welcome 2019 with
revolutionary banking of
Paytm Payments Bank.

Open your Savings Account today.
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Zero-fee Account

* No minimum balance Savings Account

* No Charges on Money Transfers

* Free Digital Debit Card

FD Wala Bank Account

* Open a free FD account with a partner
bank & earn up to 8%" interest on
balance of more than ¥1,00,000 at

the end of the day

* Zero FD breakage charges

Withdraw cash from any ATM

* Access personalised banking at over
60,000 agent outlets across India

To open Savings Bank Account,
Scan QR in Paytm App or visit
PaytmBank.com




