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WILLALSOLOWERINTEREST COSTS FOR INDIAN FIRMS DEPENDENT ON ECBs

S5 billion currency swap window will
push down rates on high rupee liquidity

SUNNY VERMA &
SANDEEP SINGH
NEW DELHI, MARCH 17

THE $5 BILLION rupee-dollar
swap window announced by
the Reserve Bank of India (RBI)
will lead to downward move-
ment in interest rates as injec-
tion of higher rupee liquidity
will help lower yields on gov-
ernment bonds.

Sources said this will bring
down interest costs for high-
rated Indian companies raising
resources through external
commercial borrowings (ECBs),
while at the same time making
rupee bonds more attractive for
foreign investors.

The rub-off effect of this
move, along with benign infla-
tion forecast and slowing indus-
trial growth, will nudge the RBI
Monetary Policy Committee to
cut interest rates further in the
policy review next month.

According to participants in
the fixed income market, the in-
terest rate swaps which are
used to indicate future move-
ments in rates, are pointing to-
wards 25-50 basis points rate

— BRIEFLY —

J&K Bankto
sell stakein
PNB Metlife

New Delhi: Jammu and
Kashmir Bank on Sunday
said it proposes to sell its
stake in PNB Metlife India
to private equity player
Oman India Joint
Investment Fund II for Rs
185 crore. The bank has ex-
ecuted share purchase
agreement with Oman
India Joint Investment
Fund I for sale of 4.1 crore
shares of PNB MetLife
India Insurance Company
Ltd, it stated in a filing,

‘RBlagainst
renaming of
IDBI Bank'’

New Delhi: The IDBIBank’s
proposal for changing its
name has not found any
favour from the Reserve
Bankof India, sources said.
The board of IDBI Bank last
month proposed changein
the name of the lender to
either LIC IDBI Bank or LIC
Bank, after its takeover by
Life Insurance Corporation.

‘BSNL tofile
caseinNCLT
againstRCom'’

New Delhi: BSNL will ap-
proach National Company
Law Tribunal this week to
recover dues of about Rs
700 crore from Reliance
Communications, said offi-
cial sources. BSNL has
aready invoked bank guar-
antee of around Rs 100
crore submitted by RCom
for default on payments,
the sources said. BSNL has
roped Singh and Kohli law
firm for the suit. PTI

EXPLAINED

Could nudge MPC
to further cut rates
during policy review

review next month.

THE $5 BILLION rupee-dollar swap window is aimed at ad-
dressing the liquidity deficit persisting in the markets since
last year. It will lead to downward movement in interest
rates as injection of higher rupee liquidity will help lower
yields on government bonds.

While the measure will bring down interest costs for
high-rated Indian companies raising resources through ex-
ternal commercial borrowings and make rupee bonds
more attractive for the foreign investors, the rub-off effect
of the move will be to nudge the RBI Monetary Policy
Committee (MPC) to cut interest rates further in the policy

reduction in next few months.
These swaps are used to hedge
interest rate risk by fixed inter-
est rate payments with floating
rate ones.

“It is a very good measure
and will inject about Rs 30,000-
40,000 crore of rupee liquidity.
It is one more instrument be-
sides the OMO (Open Market
Operations) to manage liquid-

ity. The rate cut anyways is
linked to inflation and growth,
which are coming down, so we
are expecting reduction inrates
inany case,” said Rashesh Shah,
chairman and CEO of Edelweiss
Group.

“The measure will reduce
hedging cost of overseas bor-
rowings, leading to fall in over-
all reduction in the debt cost

and making INR bonds more at-
tractive to foreign investors,”
said Amit Tripathi, chief invest-
ment officer-fixed income, at
Reliance Mutual Fund.

On Wednesday, the RBI de-
cided to inject rupee liquidity
for three years through long-
term foreign exchange Buy/Sell
swap. Under this, the RBI will
buy up to $5 billion from the
market via auction on March 26,
and simultaneously sell it back
to the same counterparties ef-
fective March 2022.

Whatever amount of dollars
get mopped up via these oper-
ations will reflect in the RBI's
foreign exchange reserves for
the tenor of the swap while also
reflecting in RBI's forward lia-
bilities. Meanwhile, the system
gets rupee equivalent liquidity
for the same amount and for the
same duration.

While this measure will ad-
dress the immediate liquidity
issue, the market needs a better
commentary on what is the lig-
uidity outlook of the central
bank, especially since there has
beena crunch forlastoneand a
half year, and, said Gagan Banga,
vice chairman and managing

director, Indiabulls Housing
Finance.

“The emphasis of the central
bank has to be that liquidity has
to be there. If the liquidity is
there interest rate cut will auto-
matically happen, even if the
repo rate is not cut,” he said.

Industry sources said the RBI
is engaging with market play-
ers to ensure better rate trans-
mission and ease liquidity
crunch.

“Transmission of rate cuts is
more important that the rate
cutitself, and this (rupee-dollar
swap) will lead to better trans-
mission of rates,” Tripathi said.

While inflation remains
within RBI's comfort zone, in-
dustrial output is unlikely to
pick up in the remaining two
months of this financial year,
prompting further cuts in pol-
icy rates.

Factory output growth
slowed to 1.7 per cent in January
from 7.5 per cent a year ago,
mainly due to weak manufac-
turing and electricity output.
However, retail inflation, based
on Consumer Price Index, in-
creased to a four-month high of
2.57 per cent in February.

‘PSBs TO SEE DECLINE IN GROSS NPAs BY MARCH 2020°

4'6.30/ 0 Though PSBs

may likely report net
profits of Rs 23,000-37,000
crore in FY20, overall
profitability will remain
weak with return on net
worth (RoNW) of 4-6.3%

35‘360/ ONet non-

performing assets likely to
fall to 3.5-3.6% by March
2020, as against 5.3-5.4%
estimated for March 2019 &
6.3%as on December 2018

Overall fresh slippages
for PSBs estimated to
decline to%2.5 lakh crore
(4.5%)in FY19; expected to
fall further to31.3-1.6lakh
crore (2.1-2.7%)in FY20

After four years of consecutive losses, the public sector banks (PSBs) are likely to report a profit of X23,000-
37,000 crore in the next financial year, with their gross non performing loans declining to 8.1-84% by March

2020, states a note by ratings agency Icra

8] '8.40/ 0 Gross

non-performing assets
likely to decline to 8.1-8.4%
by March 2020, as against
10.3% estimated for March
2019&10.9% ason
December 2018

?42,900 CI'Netlosses

during first nine months of
FY19; expected torise to
365,000 crore for the whole
fiscal, as compared to
%85,400 crore during FY18

In last four years, with
large capital infusion
from the government,
PSBs have been able to
recognise and provide for
their stressed assets

PERFORMANCE OF PRIVATE BANKS

1 8 70/ O year-on-year
growth in advances for private

banks, as against 4.2% for PSBs
ason December 31,2018

640/0 sharein

incremental credit growth
during the trailing 12
months

Govt looks to raise X3.5 cr as fifth tranche of
CPSE ETF opens for subscription on Mar 19

PRESS TRUST OFINDIA
NEW DELHI, MARCH 17

THE FIFTH tranche of the CPSE
Exchange Traded Fund will open
for subscription on March 19,
wherein the government seeks
toraise atleast Rs 3,500 crore.

The fourth Further Fund Offer
(FFO), which would be open from
March 19-22, would help the
government in mopping up
funds towards meeting its disin-
vestment target of Rs 80,000
crore for the current fiscal end-
ing March 31.

According to Reliance Mutual
Fund, which is managing the
CPSEETF, the fifth tranche would
open for subscription on March
19, for anchor investors.

Non-anchor investors, in-
cluding retail investors, can put

SHARES OF 11 COMPANIES TRACKED

M The Central Public Sector
Enterprises Exchange
Traded Fund tracks shares
of 11 public sector
companies — ONGC, NTPC,
Coal India, Indian Oil
Corporation, REC, PFC,
Bharat Electronics, Oil
India, NBCC India, NLC
India and SJVN

in their bids from March 20-22.

This would be the second
CPSE (Central Public Sector
Enterprises) ETF FFO in the cur-
rent fiscal after Rs 17,000 crore
raised November 2018.

So far, the government has
raised a total of Rs 28,500 crore
from rounds through CPSE ETF,

M This would be the second
CPSE ETF FFO in the
current fiscal after 317,000
crore raised Nov 2018; so
far, the Centre has raised a
total 0f 328,500 crore from
rounds through CPSE ETF,
including the first offer in
March 2014 that mopped
up Rs 3,000 crore

including the first offer in March
2014 that mopped up Rs 3,000
crore.

“The CPSE ETF is trading at
very attractive valuations. As on
February 28, the dividend yield
of the index was as high as 5.52
per cent compared to 1.25 per
cent for the Nifty 50...In addition,

the governmentis also giving a4
per cent discount to investors,”
Reliance Mutual Fund Head (ETF)
Vishal Jain said.

The ETF tracks shares of 11
central public sector companies —
Oil and Natural Gas Corporation
(ONGC),NTPC, Coal India, Indian
Oil Corporation (I0C), Rural
Electrification Corporation (REC),
Power Finance Corporation
(PFC), Bharat Electronics, Oil
India, NBCC India, NLC India and
SJVN.

Through the latest offer, the
government aims to raise an ini-
tialamount of Rs 3,500 crore and
the offer size could be raised, as
per Reliance Mutual Fund.

Afterraising Rs 3,000 through
New Fund Offer (NFO) in March
2014, the government garnered
Rs 6,000 crore from the first FFO
of the CPSE ETF in January 2017.

MARKET WATCH
FPIS NET BUYERS IN M AR FIRST HALF

New Delhi: Overseas investors poured in more than 320,400 crore in
the domestic capital market in the first half of March. Net inflow in
the equities stood at 17,919 crore, while the debt market saw an
infusion of Rs 2499 crore on a net basis, during March 1-15 period. PTI
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As Motor Vehicle bill lapses, hike
in fine for violations stuck in limbo

GEORGE MATHEW
MUMBAI,MARCH 17

THE PROPOSED Motor Vehicles
(Amendment) Bill, 2017 - which
has recommended a huge hikein
various penalties for traffic viola-
tions like drunk driving, rash driv-
ing and driving without licence,
recall of defective vehicle parts by
auto companies and making ve-
hicle owners criminally liable for
violations committed by juvenile
drivers - has lapsed, with the Bill
failing to pass the Rajya Sabha test.

Though the Bill has already
been passedin the Lok Sabhaand
contained provisions that will
make Indian roads safer,
Opposition parties had lambasted
the Bill saying that it curtailed the
powers of state governments and
favoured corporates.

“The new Bill had proposed
several stringent provisions to
make Indian roads much safer but
it can’t be implemented as the
Rajya Sabha has not passed the
Bill. The insurance industry was
keenly waiting for its passage asa
lot of things relating to the motor
insurance, the largest segment in
the insurance industry, would
have also got streamlined,” said an
official of an insurance company.

According to insurance sector
officials, the revival of the
Amendment Bill will take time as
general elections have been an-

nounced and a new government
will take over in May this year.
They added that the current
Motor Vehicles Act is archaic and
needs an update and revision.

In the amendment Bill, the
government proposed a compen-
sation of Rs 2 lakh or more to the
victim’s family as against Rs
25,000 currently for deaths in hit-
and-run cases. It also proposed
that the minimum fine for drunk
driving be raised fromRs 2,000 to
Rs 10,000 and the fine for rash
driving fromRs 1,000 toRs 5,000.

“The current fines were fixed
years ago and violators get away
rather lightly. Over 1.4 lakh peo-
ple dieinmotor accidentsinIndia
every year. There’s a need to pre-
ventviolations that cause fatal ac-
cidents,” said an insurance official.

Another major proposal was
that driving without a licence
would attract a minimum fine of
Rs 5,000 as against Rs 500 now
and the fine for over-speeding
would have gone up from Rs 400
toRs 1,000-2,000.

With regard to using mobile
phone while driving, the pro-
posed Billrecommended a fine of
Rs 5,000, up from Rs 1,000. Not
wearing a seat belt would have at-
tracted afine of Rs 1,000 as against
the current Rs 100.

The Bill proposed that in case
of traffic violations by juveniles,
the guardian or owner of the vehi-
clewould be held responsible un-

Amid ‘hostile takeover’ bid,
Bagchi to return to Mindtree

ENS ECONOMIC BUREAU
NEW DELHI,MARCH 17

SUBROTO BAGCHI, co-founder of
Mindtree, on Sunday said heis re-
signing from his governmentrole
to help the Bengaluru-based IT
company fend off “an imminent
threat of hostile takeover”. Bagchi,
who co-founded Mindtree in
1999, is currently involved with
the Odisha government as
Chairman of the Odisha Skill
Development Authority.

“An imminent threat of hos-
tile takeover of Mindtree has
made me to resign from the
Government to be able to go, save
the company. I must protect the
Tree from people who have ar-
rived with bulldozers & saw
chains to cutit down so thatinits
place, they can build a shopping
mall,” Bagchi said on Twitter.

“Mindtree has not been de-

signed as an “asset” to be bought
& sold. It is a national resource. It
has a unique culture that human-
izestheideaof business. It sets the
standards of corporate gover-
nance.Ineed tobethereinits time
of difficulty. Hence the hard deci-
sion toreturn.” Bagchiis currently
a non-executive director at
Mindtree.

The development comes amid
speculation that Larsen and
Toubroisinadvanced stages of ne-
gotiations to buy out a 20.4 per
cent stake held by Cafe Coffee
Day’s founder V G Siddhartha -
Mindtree’s largest shareholder.

Mindtree has called a board
meeting this week amid reports
that L&T Infotech is planning to
buy stake in Mindtree. In a filing
to stock exchanges on March 15,
Mindtree said its board will meet
on March 20 to consider the pro-
posal to buyback the fully paid-up
equity shares of the company.

Sole bidder in ONGC tender
for oilfields seeks deviations

PRESS TRUST OFINDIA
NEW DELHI,MARCH17

NEW YORK-LISTED contractor
Schlumberger - the sole bidderin
ONGC's tender for raising oil pro-
duction from aging fields - has
sought several deviations from
the bidding norms, including pro-
jectionof a26-27 per cent decline
inoutput in next few years.
India’s leading national oil
company launched itsinitial ten-
der for Production Enhancement
Contracts (PEC) in April 2018 for
raising output beyond the busi-
nessas usual (BAU) scenario from
two aging fields. Schlumberger
submitted the only application
for Geleki, while ONGC received
no bids for Kalol oilfield in Gujarat.
Sources privy to the develop-
ment said Schlumberger is pro-
jectinga 26-27 per centdeclinein

base production in next few years
and has sought several deviations
intender norms for infusing tech-
nology to raise output over this
base. The government has been
pushing ONGC to hire interna-
tional oil service companies to
raise output from its mature oil-
fields as it saw the foreign com-
panies as the answer to declining
production from ageing fields.

Last year, ONGC had short-
listed Schlumberger,
Halliburton and GE subsidiary
Baker Hughes for raising output
from Kalol field in Gujarat and
Geleki field in Assam.

At the close of bids, only
Schlumberger made a financial
bid for Geleki field, the sources
said. No bid was received for
Kalol field. The service
providers will be paid a fee for
raising output beyond an
agreed baseline production.

less they prove the offence was
committed without their knowl-
edge or they tried to prevent the
violation orrules. It also proposed
that the registration of the motor
vehicle driven by a juvenile be
cancelled and the juvenile be tried
under the Juvenile Justice Act.
The Bill had provisions to safe-
guard people who come forward
to help accident victims and prot
them from civil or criminal liabil-
ity.Itwould have made it optional
for them to disclose theiridentity
to police or medical personnel.
Currently, good Samaritans
who help accident victims are
forced to appear in court repeat-
edly, prompting people to refrain
from helping accident victims.
The Bill had also proposed re-
moval of the cap on liability for
third-party motor insurance, the
segment in which insurers have
made huge underwriting losses.
The existing Bill had capped
the maximum liability at Rs 10
lakhin case of deathand Rs 5lakh
incase of grievous injury. The gov-
ernment would be empowered to
recall vehicles whose compo-
nents or engine do not meet the
required standards and vehicle
manufacturers could be fined up
to Rs 500 crore in the case of sub-
standard components or engine.
In2017,atotal of 4.64 lakhroad
accidents were reported in the
country, claiming 1.47 lakh lives
and injuring 4.71 lakh persons.

RBI Governor
to meet trade

bodies, rating

agencies

PRESSTRUST OF INDIA
NEW DELHI, MARCH 17

RESERVE BANK of India (RBI)
Governor Shaktikanta Das will
hold discussions on March 26
withrepresentatives of trade bod-
ies and credit rating agencies on
interest rate and steps to boost
economic activities, said sources.

The meeting, which comes
ahead of the next financial year’s
first MPC meet scheduled for April
4,isaimed at broadening the con-
sultation process, they added.

The bi-monthly policy, to be fi-
nalised by the six-member
Monetary Policy Committee
(MPC), assumes significance as it
would be announced just aweek
before the commencement of the
seven phase general elections be-
ginning April 11.

“The pre-policy consultation
meeting” with the governor will
take place in Mumbai on March
26, the sources said.

Besides trade bodies, includ-
ingindustry chambers and rating
agencies, the governor has also
called representatives of the All
India  Bank  Depositors’
Association. Das has been meet-
ing industry chambers, non-
banking financial companies,
bankers, government representa-
tives and rating agencies to elicit
theirviews ondifferent aspects of
the economy and the measures
they expect from the central bank.

Soon after taking charge as RBI
governor, Das had promised to
take all stakeholders, including
the government, along on key pol-
icy issues to maintain growth
while keeping inflation under
check. While the RBI cut the inter-
est rate in its February monetary
policy afteragap of 18 months, in-
dustry has started clamouring for
another rate cut as retail inflation
is below the RBI's benchmark of 4
per cent and need for boosting
growth is pressing.

German lenders Deutsche Bank, Commerzbank go public on merger talks

REUTERS
FRANKFURT, MARCH 17/

DEUTSCHE BANK and
Commerzbank confirmed on
Sunday they were in talks about
a merger, prompting labour
union concerns about possible
joblosses and questions from an-
alysts about the merits of a com-
bination.

Germany’s two largest banks
issued short statements follow-
ing separate meetings of their
management boards, a person
with knowledge of the matter
said, indicating a quickening of
pace in the merger process, al-
though both also warned that a
deal was far from certain.

“Inlight of arising opportuni-
ties, the management board of

Deutsche Bank has decided tore-
view strategic options,” Deutsche
said in its statement.

Christian Sewing, Deutsche
Bank’s chief executive, told em-
ployees that Deutsche still aimed
“to remain a global bank with a
strong capital markets business
.. with a global network”.

Sewing said many factors
could still preventa merger and a
Deutsche spokesman said the
talks were expected to last some
time. Commerzbank described
the outcome as open.

However, formal disclosure of
talks appeared to boost the
chances of concluding a deal first
floated in 2016 before the banks
opted to focus on restructuring.

The German government has
pushed for a combination given
concerns about the health of

Deutsche, which has struggled to
generate sustainable profits since
the 2008 financial crisis.

The government, which
holds a stake of more than 15
percent in Commerzbank fol-
lowing a bailout, wants a national
banking champion to support its
export-led economy, best known
for cars and machine tools.

Berlin also wants to keep
Commerzbank’s speciality - the
funding of medium-sized com-
panies, the backbone of the econ-
omy - in German hands.

A merged bank would likely
be the third largest in Europe af-
ter HSBC and BNP Paribas, with
roughly 1.8 trillion euros ($2.04
trillion) in assets, such as loans
and investments, and a market
value of about 25 billion euros.

However, sceptics questioned
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Banners of Deutsche Bank and Commerzbank pictured in
front of the German share price index, DAX board. Reuters

the wisdom of a merger.

“We do not see a national
champion here, but a shaky zom-
bie bank that could lead to an-

other billion-euro grave for the
German state. Why should we
take this risk?” said Gerhard
Schick, finance activist and ex-

member of the German parlia-
ment. While the banks had not
publicly commented on merger
talks until Sunday, Finance
Minister Olaf Scholz last Monday
confirmed that there were nego-
tiations. On Sunday, the ministry
acknowledged the announce-
ment and said it remained in reg-
ular contact with all parties.

However, there were signs of
political opposition.

Hans Michelbach, a law-
maker from the Christian Social
Union (CSU), the Bavarian sister
party of Chancellor Angela
Merkel’s Christian Democratic
Union (CDU), urged the govern-
ment to sell its 15 percent stake
in Commerzbank before a deal.

“There may not be an owner-
ship by the federal government
in a merged big bank indirectly

through an old stake. We do not
need a German State Bank AG,”
he told Reuters.

The supervisory boards of
both banks are scheduled to hold
long-planned meetings on
Thursday, four people with
knowledge of the matter told
Reuters. The status of merger ne-
gotiations is expected to be dis-
cussed.

A merged bank would have
one fifth of the German retail
banking market. Together the
two banks currently employ
140,000 people worldwide -
91,700in Deutsche and 49,000 in
Commerzbank.

Germany’s Verdi labour
union on Sunday renewed its ob-
jections to a merger, saying that
tens of thousands of jobs were at
risk and that a tie-up added no

value. Jan Duscheck, head of the
union’s banking division and a
member of Deutsche’s supervi-
sory board, said the union would
raise its concerns on both banks’
oversight bodies.

Deutsche emerged un-
scathed from the financial crash
but later lost its footing. German
officials fear a recession or big
fine could derail the bank’s frag-
ile recovery.

Other than Deutsche,
Commerzbankis Germany’s only
remaining big publicly-traded
bank, after a series of mergers.

Commerzbank has also
struggled to rebound, and
German officials say it is vulner-
able to a foreign takeover. If anin-
ternational rival snapped it up,
that would increase competition
for Deutsche onits home turf.



