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Beating Volatility

POTENTIAL HOME & CAR buyers could hope for lower interest rates only by April;
Bankerssay deposit rates have to be adjustedfirst; Guv Das to meet bankers

Rate Cut Today may not Mean
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Bankers, however. said the
transmissiontolowerratescan-
not happen immediately as de-
posit rates have to fu:st be ad-
justed. “Under the marginal
cost of deposit-based lending
rate (MCLR).deposit rates have

possible till end of March as
bank asset liability committees
will meet at theend of thequar
ter.” said Ashutosh Khajuria,
executive director at IFederal
Bank.*Wealsohaveto take into
accownt the fact that depesit
growth at 30% is lower than the
15% credit growth reported,
which leaves banks little room
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MOVE TO FREE UP EQUITY CAPITAL FOR BANHS AGAINST NBFC EXPOSURES

Inareport on Wednesday. rat-

ing agency Crisil said banks
would face a challenge in their
deposit mobilisatien inthe next
ceuple of yeair's as credit grows
at 14% on average between fis-
cals 2019 and 202¢. “Te meet this
credit growth, banks will have
to taise about %25 lakh crore
over the two fiscals. While 256
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Rupee Gains 11 Paiseto 71.45

Therupee Thursdayappreciatedby 11 paise to close at 71.45
against the dollar after the RBI cut the reporateand changed its
poliCy stance to’neutral. Moreover, easing crude prices and
fresh foreign fund inflows alsoproppedupthe local unit.

This is thethird consecutive session of appreciation forthe rupee. - PTI
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Views on RBI Policy

RAJNISH
KUMAR
4 CHAIRMAN. SBI
There are several innovative
announcements in policy
apart from therate cut that
could potentially trigger a new
paradigm for financial markets.
The decision to rationalise

the risk weights for lending to
rated NBFCs will enable better
price discovery, lower capital
reguirement and facilitate credit
f.ow from the banks

ZARIN
DARUWALA
CEQ, STANCHART

The RBI has been supplying
liGuidity through sustained
Cpen Market Gperations {CMQOS)
of government securities, and
with this rate cut, we should see
a moderation in borrowing rates.
Providing banks with increased
flexibility on bulk deposits is a
welcome move and Will assist
them in better managing their
asset liability mismatches

LEXI ANALYSIS

Lower Risk Weight to
Help NBFCs Raise Funds

at Competitive Rates

OurBureav

Mumbai: The Reserve Bank of India
Thursdayrevised the risk weight require
ment for high-street lenders funding non-
banking finance cempanies (NBFC), pav
ing the way fer a cut in borrewing costs
and increased financing to many of the
country’slast-mile financiers.

RBI has reduced the risk weight for
rated exposure from theexisting 100% to
welghts linked to their respective exter:
nalratings, inamannersimilartothatjor
corporates.This wilienablestronger and
well-rated NBFCs to raise more funds at
competitive rates.

“With a view to facilitating the flow of
creditte welkrated NBFCs,ithasnow been
decided thatrated expesures of bankstoall
NBFCs. excluding Core Investment Comt
panies (CICs), would be risk-weighted as
per the ratings assigned by tlie accredited
rating agencies,” RBI said in a statement
on development and regulatory policies.
“Exposuresto C1Cs willeontinue toberisk-
weighted at100%."

The central bank guidelines will be pub-
lished by end-February.

Banks' exposure to NBFCs is estimated
at ¥5.7 lakh crore, of which exposure %o
AFCs. IFCs and IDFs is already risk
we ighted based ontheirratings.

*The reduction in risk weights for NBFCs
isexpected to frec up the equity-capital fer
banks against their exposures to NRFCs,
which the banks can uce for incremental
credit growthor improvementin theircapi-

tal ratios.” said Karthik Srinivasan, senior
VP, Icra. “Whilethis can also 1esult in re:
duced borrowing rates and incremental
creditsupply far NBFCs, th iswilldependon
thewillingness of banks to doso.”
Assumiiighalf of banks total exposure
toNB FCs is & the category not covered by
differential risk weights, the capital re-
quirements of banks against these expo
sures cancome down by12,500crore. This
amotmt, in turo, can be used for incre
mental lending er improving the capital
ratiosat thelendersThisis
equivalent to a 0.125% im-
provement in capital ade
quacy ratios & high-street
banks, satd Srinivasan.
RBI has decided to har-
menise major categeries
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:::i.;:;to of NBFCS engaged in
harmonise credit intermediation.
major asset finance companies,
categories lean companies and in-
01 NBFCs vestment conipanies into
engagedin asingle category

aedit “This is hugely positive

intermediation forhighlvratedloancom-

panies such as Muthoot
Finance. Muthoot Capital. Manappuram,
Sbriram City Unien and Bajaj Finance,”
said DigantHaria, an analyst at Antique
Brok ing. “Giventhe low capitaladequacy
of PSU Banks.they were keen to lend to
highly rated HFCs and AF@®s due to the
benefit of lowerriskweights.Gntheoth-
er hand, PSUBanks werenot too keen to
{end te even highly rated loan companies
due te 100 % risk weights."
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LITTLE CLARITV on how volumes will increasein
China; Brexit is another big threat for JLR

Continued Weak Demand could Lead
to Further Impairment at Tata Motors

Ashutosh.Shyam
@timesgroup.com

JLR Guidance

fotu witnessed growth in the
Decemberquarter.Thewhole
sale velwnes declined 11%

Volatility is
temporary.

Smart investors stay invested at all times.

Volatility is the natural
behaviour of the market.
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Once the volatility phase is over,
markets return to normalcy.

il

For better returns over the long term,
it makes sense to stay invested.
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Looking to BUY

Fin Serv / Wealth Mgmt / PMS /
Merchant Banking Co.

Having a net profit in 3 out of last5 years &
positive networth in last 5 years

Contact @ +91 70452 73895 / indiaresearch001 @gmail.com
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Trade with Trust
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