8 BANKING

CHENNAI

BusinessLine
TUESDAY - MARCH 26+ 2019

HDFC to raise 3,000 crore via NCDs

New Delhi,March 25

HDFCsaid it will raise up to 33,000 crore by issuing
bonds on private placement basis to augment its
long-term capital resources. The secured
redeemable non-convertible debentures, with
anissue size 0f%2,000 crore, has an option to
retain oversubscription up to 33,000 crore, it said
inaregulatoryfiling.“The object of the issue is to
augment the long-term resources of the
corporation. The proceeds of the presentissue
would be utilised for financing/ refinancing the
housing finance business requirements of the

corporation,”itsaid. pm

Axis Bank opens 4,000t branch

Mumbai, March 25

Private sector lender Axis Bank, on Monday,
opened its 4,000th branch at EON, Kharadi, in
Pune. The new branch was inaugurated by
Amitabh Chaudhry, Managing Director and
CEO, Axis Bank, and Ravi Narayanan, President
and Head Branch Banking, Axis Bank. “The
initiative is in line with the government’s vision
of providing banking services within 5 km for
every Indian citizen. The bank has added 297
branchesin the current fiscal across India,” the
lender said in a statement. OURBUREAU

ESPS: Syndicate Bank extends deadline

New Delhi,March 25

State-owned Syndicate Bank has extended till
March 30 the deadline for its staff to subscribe to
the bank’s equity under the employee stock
purchase scheme (ESPS), through which it plans
toraise up to500 crore. The bank has put up as
many as 30 crore new equity shares, aggregating
up to 500 crore (including premium), for sale
under ESPS. “It is hearby informed that the issue
will remain open tillMarch 30,2019,” the bank
said in aregulatory filing on Monday. According
to Syndicate Bank’s filing in February, the issue,
which opened on March 5, was to close on March
25.Shares of Syndicate Bank were trading at
¥38.45 apiece on the BSE,down 0.13 per cent. pri

OUR BUREAU

guidelines to be issued in next two months

monopoly over payment ser-

payments,

he added.

BoB set to develop digital
agri platform for farmers

OURBUREAU

Mumbai, March 25

Bank of Baroda has signed a
memorandum of understand-
ing with agriculture services
companies to develop an agri-
culture digital platform, Bar-
oda Kisan, which will provide
solutions for agricultural
requirements.

The initiative is being ex-
ecuted by ITCoE of Bank of Bar-
oda, in partnership with IBM In-
dia. The platform intends to
make a holistic approach to-
wards solving agricultural
plights by means of providing
reliable and customised in-
formation, inputs for use, con-
venience of renting farm equip-
ment, and market linkage for
sale of agriculture produce.

Bank of Baroda has signed
the agreement with Skymet
Weather Services, Weather Risk

Management Services, BigHaat,
Agrostar India, EM3 Agri Ser-
vices,and Poorti Agri Services.

PS Jayakumar, Managing Dir-
ector, Bank of Baroda, said digit-
isation of agriculture services
will have a huge impact on the
Indian economy, and this col-
laboration is an effort towards
keeping up with the use of tech-
nology in the field of agricul-
ture. Farmers are an integral
part of India, and Baroda Kisan
is a dedicated platform created
to ease their requirements, he
added.

BR Patel, Head of Rural and
Agri Banking, Bank of Baroda,
said India is witnessing new-
age technological develop-
mentsin theagriculture ecosys-
tem, and it is important to
make these available to farmers
in the remotest areas of the
country.

New Delhi, March 25

There has been a multi-fold in-
crease in digital payments over
the last five years, according to
Reserve Bank of India Governor
Shaktikanta Das.

Speaking at the NITI Aayog’s
FinTech Conclave 2019, Das said:
“The Reserve Bank has, over the
years, encouraged greater use of
electronic payments so as to
achieve a “less-cash” society...Re-
tail electronic payments wit-
nessed about nine-fold increase
over the last five years.”

“The NEFT system handled 195-
crore transactions valued at 172
lakh crore in 2017-2018, growing
4.9 times in terms of volume and
5.9 times in terms of value over
the previous five years. Similarly,
the number of transactions car-
ried out through credit and debit
cards in 20172018 was X141 crore
and X 334 crore, respectively. Pre-
paid payment instruments (PPIs)
recorded a volume of about 346
crore transactions, valued at 1.4
lakh crore. Thus, the total card
in volume terms,
stood at 52 per cent of the total re-
tail payments during 2017-2018,”

The central bank Governor also
said that banks no longer have a

90% 0f X38,000-crore pledged debt
not adequately covered: CRISIL

vices.“Affordability, interoperab-
ility, customer awareness and
protection have also been other
focus areas. Banks have been the
traditional gateway to payment
services. However, with the fast
pace of technological changes,
this domain is no longer the
monopoly of banks. Non-bank-
ing entities are cooperating as
well as competing with banks,
either as technology service pro-
viders to banks, or by directly
providing retail electronic pay-
ment services.”

Data confidentiality
Commenting on the red flags for
the fintech sector, Das said: “Sys-
temic risks may arise from unsus-
tainable credit growth, increased
inter-connectedness, procyclical-
ity, development of new activities
beyond the supervisory frame-
work, and financial risks manifes-
ted by lower profitability.

“Risks for fintech products may
also arise from cross-border legal
and regulatory issues. Data con-
fidentiality and customer protec-
tion are major areas that also
need to be addressed.”

Das said that the setting up of a
regulatory sandbox (similar to a
special economic zone) can help

Conclaw
RBI Governor Shaktikanta Das
delivering the keynote address
at the FinTech Conclave 2019
in New Delhi on Monday pmi

address associated risks, while

keeping in mind the growth re-

quirements of the sector.

“The Reserve Bank’s working
group on fintech and digital
banking suggested the introduc-
tion of a ‘regulatory sandbox/in-
novation hub’ within a well-
defined space and duration to ex-
periment with fintech solutions,
where the consequences of fail-
ure can be contained and reasons
for failure analysed.

“A ‘regulatory sandbox’ will be-
nefit fintech companies by way of
reduced time to launch innovat-
ive products at a lower cost. Go-
ing forward, the RBI will set up a
regulatory sandbox, for which
guidelines will be issued in the
next two months,” said Das.

Digital payments have witnessed 9-fold
increase over last 5 years: RBI Governor

RBI to set up regulatory sandbox for fintechs;

Ahead of pre-poll MPC meet,
Das meets Finance Minister

OURBUREAU

New Delhi,March 25

RBI Governor Shaktikanta Das
met Finance Minister Arun Jait-
ley on Monday, ahead of the cru-
cial Monetary Policy Committee
meeting to be held from April 2
to4.

Speaking to reporters, Das
said the meeting was customary
and part of an ongoing tradition
of the RBI Governor to meet the
Finance Minister before a meet-
ing of the Monetary Policy Com-
mittee (MPC).

The first bi-monthly meeting
of the MPC for financial year
201920 will be held from April 2
to 4.This will be the last meeting
of the MPC before the general
elections, which is scheduled to
be held from April 11 in seven
phases.

The next meeting of the MPC
willbe held from June3 toJune6.
The upcoming meeting is being
viewed as the last opportunity
before the general elections to
offer relief for individuals and
businesses by way of lowered
borrowing costs.

This seems possible as the
situation appears to be quite

OURBUREAU

Mumbai, March 25

Asmuch as 90 per cent of the
rated pledged debt of Indian
firms are not adequately
covered, according to a new
report by CRISIL. The rated
pledge debt in the mutual
fund segment has transac-
tion cover of less than two
times.

The RBI has prescribed of a
minimum collateral cover of
two times for lending
against shares by banks and
non-banking financial com-
panies (NBFCs), but there is
no such safeguard for mu-
tual fund segment.

“Of the close to 38,000

crore of rated debt in the
market, about 90 per cent
had a transaction cover less
than two times, and in some
cases, as low as 1.2 to 1.3
times,” the report noted.

The findings come at a
time when there have been
various cases of sharp correc-
tions in the price of pledged
shares,whichled to concerns
on howto deal with the prob-
lem.Theseinclude casessuch
as those involving Subhash
Chandra’s Zee Telefilms and
Anil Ambani Group firms.

The 38,000 crore of debt
accounts for up to 40 per
cent of the total pledged of
promoters, the report said,

adding 90 per cent of them
are ‘A’ category and above.

The report pointed out
that data on companies in
the Nifty 500 Index for 2005-
18 indicate that at an overall
cover of 1.3 times, in nine out
of 10 cases, the market value
of such shares could have
dropped below the debt con-
tracted within a month, lead-
ing tolosses to lenders.

Further, in five out of 10
cases,anoverall coverof even
1.8 times could have fully de-
pleted within a month be-
cause of the fall in share
price, making refinancing
difficult.

“The overall cover acts as

the first line of defence. It de-
termines refinancing ability,
and provides flexibility to
pledge additional unen-
cumbered shares to main-
tain the minimum pledge
cover requirements and pre-
vent breach of covenants in
any specific transaction,”
said Gurpreet Chhatwal,
President, CRISIL Ratings.
The report also noted that
in the case of a breach of cov-
enant, lenders have just
about one month to liquid-
ate pledged shares, and the
equity markets may not have
the depth and liquidity to ab-
sorb simultaneous liquida-
tion by multiple lenders.

Tight liquidity pushes HFCs to take portfolio sell-down route

This is a golden
opportunity for
banks to increase
their portfolio: ICRA

OUR BUREAU

Mumbai, March 25

Tight liquidity conditions
since September 2018 have
pushed housing finance
companies (HFCs) to lower

their disbursements and
meet a sizable portion of
their fund requirements

through portfolio sell-down
route, resulting in banks
availing of this opportunity
to increase their portfolios,
said credit rating agency
ICRA.

Housing loan portfolio
growth for HFCs and non-
banking finance companies
(NBECs) reduced to 13 per
cent year-on-year (y-o-y) for
the period ended December
31, 2018 (18 per cent for the
same period last year), the
agency said in a study.

Consequently, banks have
availed this opportunity in
the market and increased
their portfolio 17 per cent y-
o-y in the same period (14 per
cent for the same period last
year).

Total housing credit out-
standing increased by 16 per
cent (18 per cent for the same
period last year) and stood at
a little over X18 lakh crore as
on December 31, 2018.

HDFC Ergo aims to open 100
more virtual offices in FY20

SURABHI

Mumbai,March 25

Optimistic about growth pro-
spects, private sector insurer
HDFC Ergo General Insurance
plans to open100 virtual offices
in2019-20.

“We have 125 virtual offices, of
which, 15 are being converted
to brick-and-mortar offices.
Next year, we plan to open 100
more virtual offices,” said
Anurag Rastogi, Member of Ex-
ecutive Management, HDFC
ERGO General Insurance.

Virtual offices are single per-
sons who sell insurance
products using tablet com-
puters. Once these persons
meet a certain amount of busi-
ness targetatabout3 crorean-
nually, they are then converted
into brick-and-mortar offices,
with more people employed.
The general insurer is now
present in 225 locations across

CM
K

the  country, including
branches and virtual offices,
and is keen on expanding into
smaller Tier IIl towns.

It is also looking to grow its
distribution channels. Simul-
taneously, it is also strengthen-
ing tie-ups with auto manufac-
turers and banks.

“While we have a bancassur-
ance partner within the group
itself, we have tied up with sev-
eral other banks (too), includ-
ing Federal Bank and Lakshmi
Vilas Bank. We are growing
across different channels,” said
Rastogi.

Apart from introducing
products such as cyber insur-
ance, title insurance, and inher-
ent defect insurance, the in-
surer has also been investing
heavily in technology and re-
engineering the customer-fa-
cing processes with a focus on
faster claim settlements.

Supreeta Nijjar, Vice-Pres-
ident, Financial Sector Rat-
ings, ICRA, said: “As disburse-
ments in Q4 (January-March)
FY2019 are also expected to
be muted for some large
HFCs, FY2019 housing credit
growth is likely to be in the
range of 13-15 per cent, with
the pace of growth of banks
being higher than that of
HFCs.”

As some HFCs aim to go
slow on construction finance
to conserve liquidity, the
growth in non-housing loans
is expected to slacken. How-
ever, given the positive long-
term prospects for the sector,
ICRA expects housing credit
growth for FY2020 to be
pegged at 14-16 per cent,

provided liquidity condi-
tions in the market ease out.

While asset quality indicat-
ors have remained stable so
far, with Gross NPA of 1.4 per
cent as on December 31, 2018,
the agency said there could
be some pressure on the as-
set quality as the operating
environment remains
challenging.

“Some of the emerging
risk factors that need to be
watched out for are home
loans extended to borrowers
where the underlying pro-
jects have been significantly
delayed, and under-construc-
tion properties sold by build-
ers under  subvention
schemes or buyback/assured
return schemes.

“ICRA’s discussion with
some HFCs reveals that their
stock of repossessed assets
has also increased as saleab-
ility of the assets repossessed
has reduced, leading to an
elongated recovery time,”
said Nijjar.

She opined that gross
NPAs in the HFC home loan
segment are likely to in-
crease to 1.1-1.3 per cent over
the medium term from the
current level of 1 per cent.

Further, tight liquidity
faced by some developers
where projects are delayed
could lead to some stress on
the construction finance
portfolio of HFCs, leading to
an increase in the overall
gross NPAs for HECs to 1.4-1.8

per cent over the medium
term.

ICRA assessed that profit-
ability indicators for FY2019
are likely to moderate to 14-
15 per cent (vis-a-vis 18 per
cent in FY2018) with some
moderation in net interest
margins, though upfront in-
come booking on assign-
ments could provide some
support.

As for FY2020, ICRA ex-
pects HEFCs to report similar
profitability indicators as
FY2019, unless a prolonged
slowdown in growth impacts
the operating expense ratios
and asset quality of some as-
set classes, which could lead
to a further dip in profitabil-
ity indicators.

conducive fora policy rate cut at
present.The revision of reporate
depends on the movementinre-
tail inflation, as represented by
the Consumer Price Index (CPI),
beside many other factors. At
present, CPI is below 3 per cent,
which means the MPC may con-
sider cutting the rate.

In a surprise move, the MPC
had cut the policy rate in Febru-
ary by 25 basis points to 6.25 per
cent. After this, the RBI Governor
met bank chiefs to press upon
them the need to transmit the
rate cut. Some of the banks did
cut the rate, but only up to 10
basis points. Experts feel that if
there is another rate cut now,
there will be more pressure on
banks to cut interest rates.

Thereisafeeling that the polit-
ical system in power is keen to
publicise this for electoral gains.

It is also to be noted that offi-
cially, theannouncementof gen-
eral election will not affect the
review of monetary policy. Das
also said on Monday that he will
meet the heads of payments
banks later this week to under-
stand the issues being faced by
them.

Finova Capital
raises $15 million
from Faering,
Sequoia India

OUR BUREAU

Mumbai, March 25

Jaipur-based non-banking fin-
ancial company (NBFC)
Finova Capital has raised $15
million from Faering Capital
and existing investor Sequoia
India. The company will use
the funds to expand its
presence.

Finova Capital aims to serve
small businesses and service
providers in small towns and
rural areas, who are looking
for mid-ticket loans of X5-6
lakh for a period of up to
seven years. The loans,
provided at customised
terms, are designed keeping
the end customer in mind,
the company said in a
statement.

“Our investment in Finova
is consistent with our invest-
ment approach of backing
strong management teams
that are building market lead-
ing companies in their area of
focus,” said Aditya Parekh, co-
founder and Managing Dir-
ector, Faering Capital.

Finova, which was founded
in 2016 by Mohit & Sunita
Sahney, has disbursed loans of
X250 crore to more than
4,500 customers till date. At
present, it operates out of 52
branches across Rajasthan,
and plans to expand to 75
branches across Rajasthan,
Delhi,and Madhya Pradesh by
the end of 2019.

‘Over 12,000 cases filed
after implementation of
IBC, setting up of NCLT’

PRESS TRUST OF INDIA

New Delhi, March 25

As many as 12,000 cases have
been filed since the imple-
mentation of the Insolvency
and Bankruptcy Code (IBC)
and setting up of the National
Company Law  Tribunal
(NCLT), a senior government
official said on Monday.

Asserting that the code
should be the last resort, Cor-
porate Affairs Secretary Injeti
Srinivas said the NCLT has
been very expeditious in dis-
posing cases related to
insolvency.

“In some of the NCLTs, the
number of cases filed and the
number of cases disposed off
are almost the same. That
means you are almost cur-
rent,” he noted.

Cases under the code can be
taken up only after the ap-
proval from the tribunal,
which has benches in different
parts of the country.

Personal insolvency

Srinivas said that personal in-
solvency should be ap-
proached carefully and in a
planned manner. “The issue of
personal insolvency is an im-
portant dimension, which we
have to address at the earliest.

“Today, we have approxim-
ately X77 lakh crore as out-
standing non-food credit. Of
this, the industry accounts for
about 26 lakh crore and the
services sector accounts for
%21 lakh crore. These two put
together account for ¥48 lakh
crore.

“Itis 70 per cent of non-food
credit outstanding. We are left
with 30 per cent which we
need to address now,” said

Rupee consolidates within the uptrend
| |

CURRENCY CALL

GURUMURTHY K
BLResearch Bureau

The rally in the Indian rupee,
which has been in place for
more than a month, halted last
week.

The currency strengthened
to 6835 on Tuesday last week,
and reversed lower from there.
The rupee has been stuck in a
sideways range between 68.35
and 69.2 since then. It closed at
68.94 on Monday, down 0.6 per
cent for the week.

Fed holdsrate

The US Federal Reserve left its
policy rates unchanged in the
2.25-2.5 per cent range as expec-
ted last week. But the Fed sur-
prised the market with its fu-
ture rate hike projection.
Earlier, in December, the Fed
had projected the possibility of

I

two rate hikes in 2019. But the
projectionsinitslatest meeting
last week showed that it will
continue to keep rates un-
changed at the same level
through this year. The Fed’s de-
cision is a positive for Indian
equities and rupee.

The outcome of the Fed
meeting dragged the dollar in-
dex to a low of 95.75. However,

NSE LtP S1 S R1
futures

R2  Trade recommendations

USD-INR  68.96 68.50 67.70

69.20 69.75 Initiate fresh short positions only if the

contract breaks below 68.5

EUR-INR  78.05 77.30 76.50

78.60 79.25 Downtrend is intact. Go short now and

also at higher levels

GBP-INR  90.92 90.00 89.35

91.20 92.00 Resistance ahead. Go short if the

contract reverses lower from 91.2

JPY-INR  62.65 62.20 61.50

63.00 63.50 Outlook is bullish but wait for dips and

go long near 62.2

LTP: Last Traded Price; $1,52: Support; R1,R2: Resistance

Note: In a buy recommendation, the resistance would be the target and the nearest support
would be the stop loss; in a sell recommendation, the support would be the target and the
nearest resistance would be the stop loss. The recommendations are based on technical

analysis. There is a risk of loss in trading.

the index has managed to re-
coup almostall thelosses made
last week, and is currently trad-
ingat96.5.

The outlook for the index is
mixed. The index has been
range-bound between 95.75
and 97.7 over the last few weeks.
It can continue to trade in this
range for some more time.

The rupee can consolidate

between 68.5 and 69.2 for some
time. The price action in the
past week indicates that the
level of 69.2 is providing strong
support for the currency. This
leaves the bias positive, and the
uptrend is likely to remain in-
tact.

As long as the rupee trades
above 69.2, there is high possib-
ility of the currency breaking

above 68.5 and strengthening
further towards 68 against the
dollar in the short term. A pull-
back move from 68 can trigger
an intermediate corrective fall
to6835and 68.5.

But a strong break above 68
will boost the momentum. In
such a scenario, the rupee can
extend its upmove towards the
next target of 67.55.

As mentioned last week,
67.55 (61.8 per cent Fibonacci re-
tracement level) is a crucial res-
istance for the rupee from a me-
dium-term perspective.

The near-term view will turn
negative for the rupee only if it
breaks below 69.2 decisively. In
such a scenario, the rupee can
fall to 70. But a further fall be-
low 70 looks unlikely for the
currency at the moment.

As long as the rupee trades
below 70, there is a likelihood
of it strengthening towards
67.55 over the medium term.

Srinivas. According to him,
there are two routes for per-
sonal insolvency-one s thein-
solvency process, followed by
bankruptcy process - and the
second one is a fresh start.

A fresh start, or a waiver of a
loan, should be considered for
debtors based on certain cri-
teria such asincome levels and
assets, he said.

Speaking at a conference or-
ganised by industry body CII
and British High Commission,
Srinivas said that since the
commencement of the code
and setting up of the NCLT,
12,000 cases have been filed.

“(Around) 4,500 cases have
been settled before resolution
to a settlement amount of al-
most X2 lakh crore.1,500 cases
have been admitted... 6,000
cases are waiting in queue,” he
added.

The IBC provides for time-
bound resolution of stressed
assets. To a query on the delay
in resolving certain cases un-
der the IBC, Srinivas observed
that it would not be fair to say
that cases have been lingering
on.

“May be these large cases
have taken more than 270 days
and some may be double of
that, but if you look at the size
of that loan and the quantum
of recovery, it is still an ex-
traordinary sort of result.

“In (the case of) Essar, more
than 42,000 crore would be
(recovered). That is a very big
sum and involves many credit-
ors... I think for such very large
cases, there would be some
amount of litigation and one
year or little over one year for
such a large case to be settled
isnottoo long.”

Sterling falls
over Brexit woes

REUTERS

London, March 25

Sterling fell on Monday as
pressure grew on Prime Min-
ister Theresa May to give a
date for leaving office ahead
of parliamentary votes on
Brexit. Investors are bracing
for another week of volatility
in the pound with British
politics at fever pitch and
little clarity on how and when
Brexit will take place.

At 0930 sterling was down
0.2 per cent at $1.3191. It was
also down 0.3 per cent against
the euro at 85.79 pence

“May probably hopes this
will convince Brexiteers that
her agreement is preferable
to a long delay to Brexit but a
no deal exit remains pos-
sible,” said Societe Generale
strategist Kit Juckes.

“Sterling is likely to remain
choppy and potentially
untradeable.”
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