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o ‘ The RBI has un-
velled a host of
bazooka meas-
ures to arrest
recent growth
pangs even as It
has marginally lowered Its
growth forecast. Reduction In
risk welghtage for consumer
credit will free up capital
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This well-
callbrated ap-
proach will add
fo the existing
liquidity, helping
| banks transmit
benefits (o the MSME and con-
sumer sectors ahead of the
busy Industrial season. We ex-
pect two more cuts by June
2020, in-line with the dovish
stance of other central banks,
Including the US Fed
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Combined with
positive push to
NBFC lending,
consumer lend-
Ing and the re-

3 duction Inrisk
welght Is expected to push the
economy Into a growth trajec-
tory. The RBI hadworked in
the same way as major central
banks in developed and
emerging market economies
have dealt with policy rates
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RBIMONETARY POLICY

Reserve Bank of India Governor Shaktikanta Das didn't stop with an interest
rate cut. He walked an extra mile by tinkering with prudential guidelines that
would make a significant difference to the economy in terms of lending boost

RBI Eases Risk, Exposure Rules,
Banks can Lend More to NBFCs

RBI will Ensure No
Big NBFC Fails, but
No Bailout Package

Monitoring 50-odd large systemically
important NBFCs, including HFCs: Das

RBI Governor Shaktikanta Daswith his deputles before the central
bank’s bi-monthly policy review meeting on Wednesday In Mumbal
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Mumbai: Reserve Bank of India
Governor Shaktikanta Das gave
abig push to retail lending by lo-
wering risk weights for consu-
mer lending and raising thebank
exposure limits for non-banking
finance companies which could
directly boost borrowing capaci-
tiesfor topfirms.

Housing Development Finan-
ce Corp., Mahindra Finanelal
and Chola are among the firms
that could Dbenefit from the
RBI's change of rule in regard
to banks’ lending to NBFCs.

Permission to classify bank
lending to some NBFCs that
lend to priority sectors as such
‘would reduce the time taken for
transmission which otherwise
had to waitfor securitisation.

“This will reduce our capital
requirements for these loans
and increase our risk adjusted
returns,” said PK Gupta, mana-
ging director at State Bank of
India. “Some of these benefits
can be passed on to the custo-
mer. It could have some impact
onratesthough weare yettocal-
culate it. The main reason this
was done was because despite
an expansion in these loans, de-
linguencies have notgoneup.”

RBI's raft of measures to sup-
port NBFCs come at a time when
many mutual funds are averse to

lending to the segment after de-
faults by Infrastructure Leasing
& Financial Services and afew by
Anil Ambani Group units. With
many of the top NBFCs reaching
their limits with banks, they we-
re borrowing from markets
which was turning out to be mo-
reexpensive.

RBI has decided to ralse a
bank’s exposure to a single
NBFC to 20% of Tier-1capital of
the bank from15% earlier and it
would be in syne with the rules
forother industries.

The total Tier 1 capital of the
banking system is at z10 lakh
crore. “A 5% increase in single
counterparty exposure will al-
low Banks toundertake additio-
nal exposure of 50,000 crore
and hence an overall exposure
of 72 lakh crore to a single
NBFC,"” said Icra, the local unit
of Moody's.

There was more for smaller
companies and agriculture.

“To augment the flow of credit
to priority sectors that contri-
bute significantly to exports
andemployment, ithasbeende-
cided to allow bank lending to
registered NBFCs, other than
MFTs, for on-lending to agricul-
ture,” sald Governor Das.

This could reduce the time ta-
ken for transmission of lower
rates.

Continved on »»Money Matters
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Mumbai: Even as the cen-
tral bank keeps its stand that
itwould not create a bespoke
bailout package for the em-
battled NBFC sector. gover-
nor Shaktikanta Das said
that the regulator would not
allow any big non-bank len-
der to collapse.

“We are monitoring 50-odd
large NBFCs, including
HFCs,” said RBI governor
Shaktikanta Das. “It is our
endeavour to ensure that
there is no collapse of any
large, systemically impor-
tant NBFC.”

RBI has increased monito-
ring of NBFCs after the
IL&FScrisis. Ithaseasedlen-
ding norms and exposure 11-
mits to alleviate stress in the
sector and has Intensified
monitoring based on the size
and payment behaviour of
NBFCs.

‘The union budget had eased
liquidity flows for NBFCs
with a one-time, six-month
credit guarantee for the pur-
chase of assets of high-rated
NBFCs up tozllakh crore for
firstloss of upt010%.

The Centre also talked abo-
ut strengthening the RBI's
oversight on NBFCs. Under
the Finance Act, RBI can su-
persede NBFC boards to help
pre-empt sectoral or specific

crises. The government has
allowed RBI to split NBFCs
into different units or insti-
tutions based on viability to
help ensure the continuity of
business streams that rema-
incommercially feasible.

“RBI 1s closely monitoring
NBFCs and HFCs and they
aregoingtoactnotnecessari-
ly through bailout but by ta-
Kking control so that there is
no contagion effect,” said Ra-
man Aggarwal, chairman Fi-
nance Industry Develop-
ment Council, the umbrella
body of NBFCs. “It sends the
right message.”

After the budget announce-
ment, RBI had allowed liqui-
dity backstop to banks aga-
inst their excess G-sec hol-
dings to enable them in sup-
porting NBFCs.

EXPECT HIGHER TRANSMISSION of monetary policy actions and stance by banksin
the weeks and months ahead, says Das; SBI takes the lead, cuts rate by 15 bps

Guv Asks Banks to Pass on Rate Cuts,
Home, Car Loans may Cost Less Soon
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Mumbai: Minutes after central
bank governor Shaktikanta
Das reminded high-sireet
banks about their poor recent
record in policy rate transmis-
slons, thenation’slargest finan-
cier State Bank of India redu-
ced 1ts lending rate by 15 basis
points(bps) acrossall tenors.

After delivering a 35-bps rate
cut in the policy, governor Das
said that he expects banks to fol-
low the lead of the flnancial
markets, where there was full
transmission of policy rates
that were reduced in the cur-
rentcycle of easing.

The weighted average call mo-
neyrate declined 78 bps, market
reporate is down 73 bps, 10-year
benchmark yleld lower by 102
bps, but banks have only trans-
mitted 29 bps between February
and June on fresh rupee loans,

the governor said.

“Our interactions with vario-
usstakeholders, including both
public sector and private sector
banks, indicate that steps are
being taken by them on an
ongoing basis to pro-
gressively lower the-
ir interest rates so
that the benefits
of thepolicy rate
reductions are
passed on to the
economy,” Das
said. “We expect
higher transmis- \§
sion of monetary %
policy actions and N
stance by thebanks in
the weeks and months
ahead.”

SBI's fourth consecutive MCLR
reduction this fiscal year makes
its homes loans cheaper by 35bps
since April. Its lending rate on
overdraft and cash credit faciliti-
esisnow at7.65%. With thelatest

IMPROVING CONSUMER CONFIDENCE IN THE DIGITAL CHANNEL

Central Reglshy to Track Frauds in Payment Systems

RBI nudge, other banks are also
expected to pass onrate-cutbene-
fits tocustomers.
“Withimprovement in liguidi-
ty position and reduction in de-
posit rates offered by banks,
further reduction in
lenﬁingrate isexpec-
said  Sunil
Mehta, MD, Pun-
jab National
Bank. “Since in-
flatlon 1s still
benignand isin
theexpected tra-
jectory of the
RBI, more focus is
given to propel
growth and private
investment, which are
lagging for a long period of ti-
me.”

The REI has so far cut policy ra-
tes by 110 basis points and chang-
ed its stance on financing costs to
accommodative. But banks have
claimed that their cost of funds

Our Bureav

Mumbai: The Reserve Bank of
India(RBI)will create a central
registry to monitor digital-
payments related frauds ona
real-time basis to improve consu-
mer confidence in the digital
channel, helping achieve New
Delhi's objective of buildinga
less-cash economy.

The proposed registry, apart
from improving monitoring
standards and analysis of the
frauds, would also help thecen-
tral bank collate periodic data for
customer awareness, RBI gover-
nor Shaktikanta Das said.

“Inorder tocarry forward these
efforts andensurequick and
systemicresponses, it is proposed
tofacilitate the creation of a Cen-
tral Payment Fraud Registry that
willtrack these frauds,” Das said.
“Payment system participants will
be provided access to thisregistry
fornear-real time fraud monito-

Ting. The aggregated fraud data
willbe published to educate custo-
mersonemergingrisks.”

A detalled framework on the
proposedregistry wouldbe
released by theregulators in
October, the governor sald. ET on
July16 had reported that the top
regulators are considering the
creation of suchacommon
registry to curb digital payments
and debit card-related frauds.

as volume and value of digital
payment transactions, frand risk
monitoring and management by
the stakeholders have assumed
importance,” Das said.

Payments players and fraud
managementexperts have wel-
comed the announcement saying
areal-time platform to share
fraud data was theneed of the
hour as fraudsters typically tend
of take advantage of thegaps in
communication networks of the
Industry stakeholders.

“Past behaviour can beused to

ANIRBANBORA  predictfuture behaviour pat-

Currently, RBI'sCentral Fraud  ternsaswell,” said Kaushik Roy,
Monitoring Cellisusedtomoni-  VE South Asla, ACI Worldwide, a
tor frands in bankingsystem. payments solution company.
The proposedregistry willex- “Rightnow, there 1s no industry
tend the platform toallpayments  widefraud reportingsystem.
operators. A detailed framework  Inputs from banks and federal
onthefunctioningof theregistry agenciescangoalongway in
would be released in October. understanding how these frauds

“With the digital payment are structured and more impor-
ecosystem making substantial tantly, how they originate.”
progress in terms of growthof
payment infrastructure as well Continued on »»Money Matters

has remained high due to higher
depositrates. Indeed, credit-depo-
sit ratios have been high over the
last two years. Indian banks are
coming out of multi-year high le-
vels of nmon-performing assets
and low capital, which affected
creditflow to the real economy.

“It 1s for banks to decide who
they lend to. RBI is creating an
enabling environment for
banks to improve credit flow,
(and) I expect credit flow topick
upsoon,” Dasadded.

“Please understand thatbanks
are coming out of a continuous
NPA cycle. They have faced los-
ses for consecutive quarters; so
creditwill pick up inthecoming
weeks and months.”

Earlier this week, the finance
ministry had said that banks
had agreed to take steps to revi-
ew lending rates as they have
not commensurately transmit-
ted thereduction of low rates to
borrowers.

NEFT tobe
Available 24x7

RBIwill soon make National
Electronic Fund Transfer
available round the clockonall
daysfor bank customers.
Currently, the channel can only
beused between 8amand 7pm
onworkingdays. “RBI willmake
available the NEFT system ona
24x7 basis from December this
year. This is expected torevolu-
tionise the retail payments
system of the country,” gover-
nor Shaktikanta Das said during
the Monetary Policy press
conference. RBI in thelast
paolicy had announced trans-
actions routed through NEFT
would no longer attract RBI
fees. - Our Bureau
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HDFC TOP 100 FUN ’

= A Large-Cap Fund

Contact your financial adviser or give a missed call on 73974 12345.
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MUTUAL FUND INVESTMENTS ARE SUBJECT TO MARKET RISKS,
READ ALL SCHEME RELATED DOCUMENTS CAREFULLY.

AV-SHAPED RECOVERY depends on policy
action, says brokerage; Maintains a base
case of 45,000 on the Sensex by June 2020

MS says Indian Markets
Approaching a Bottom,
Risk-Reward in Favour
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Mumbai: Morgan Stanley believes
Indian sharesare getting toa bottom
as per valuation and sentiment indi-
cators, following a recent fall that
hasled toindicesfalling 9% from the-
irrecord highlevels.

The brokerage, however, believes
that risks remain, particularly rela-
ted to the real economy and the slo-
‘wing global economy.

The riskreward favours buying
equities now, but a V-shaped recove-
ry in stocks depends on actions of po-
licy makers, said Morgan Stanley.

The Sensex has fallen 9% from its

record level of Aug7,2019
] 40,312.07 hit in early
BroKerage, June as lack of sti-
nowever  mulusorimmedtae  INIFEY SIips 92 Pts
pellevesthat revival of economy,
risksremaln, COnsumption slow- After RBICuts
particularly down and higher tax
relatedtothe  Onthesuper-rich, in- Grovlltll EPEelnEahflt
realeconomy cluding FPIs, have  MUMBALInabidtostrikeabal-
andthe dampened senti- ancebetween the"inadequate” 25
slowIng of ment. basis points (bps) and "excessive”
the global Morgan  Stanley  50bps, the RBl onWednesday
economy has a base case Of gy qpeq key policy ratesby an

45,000 on the Sensex
by June 2020, anda bull case of 50,000.
Its bear case possibility sees the Sen-
sex at 35,000 by June 2020.

“Indian equities look attractive ina
relative context amid subdued oil
prices, global trade tensions and bet-
ter relative valuations in what is a
low-return world," said Morgan
Stanley. The financial services com-
pany is positive on financials, consu-
mer, discretionary and industrials,
bothlarge-and mid-caps.

“Policy action is still needed to pro-
tect India’s relative performance,
which hassunk since the union bud-
get,"said Morgan Stanley.

Policy makers could undertake me-
asures such as moratorium on hig-
her taxation for FPI trusts, Immedia-
te recapitalisation of PSU banks and
broad-based fundingfor NBFCs, said
Morgan Stanley

NO IMMEDIATE SIGNS OF REVIVAL, SAYS CO

Tata Steel Q1 Net
Profit Drops 63%

The Heat is On

Tata Steel's June quarter’s Consolldated Performance (In zcr) .

QIFY20 YoY Growtn QoQGrowin

unconventional 35 bps, butmar-
ketsslid as itrevised down the
economy's growth forecast. Metal,
PSUbanks, auto and reaity stocks
contributed most to Sensex’s 286
points fall after the Monetary
Policy Committee (MPC) lowered
the economy's projection of real
GDP growthfrom 7 to 6.9 per cent
for 2019- 20. The Sensex closed
286.35 points or 0.77 per cent
lower at 36,690.50, while the
broader Nifty slipped by 92.75
points to 10,855.50. India Bulls
Housing Finance was the biggest
loser of day, as it shed over 13 per
centfollowed by Tata Steel, Tata
Motors and M&M.-PTI

Revenues 35947 13z -153%
EBIDTA 5530 7%  292% A

Net Pront 702] -637x| -69.4%

EBIDTA margin 15.40% | -300bps| -440bps

EBIDTA/tonne (3/tn)) 8725 10394.0] 117400

Dellvery volume (mn tns) | 6.34 7.52 6.02

Jwalit.Vyas@timesgroup.com

ET Intelligence Group: Tata Steel’s
debt seems even more daunting as
earnings are crimped at India’s ol-
destmanufacturer of theprimary in-
frastructure alloy.

In the June quarter, earnings hal-
ved at Tata Steel, paced by its Europe-
an business. Debt to annualised
EBIDTA, aratio widely used tocheck
the ability to meet debt obligations,
has shot up to 4.7 times. It was near
3.2 times for FY19. Anything above 4
isconsideredrisky.

For the June guarter, consolidated
net profit dropped 63% to €702 crore.
Adjusted EBIDTA fell 22% to ©5,530
crore. EBIDTA margins stood at
15.4% against 19.8% last year. Sales

deliveries grew 5% to 6.34 million
tonnes; however, revenues grew by a
mere 1% due to lower realisations.
These numbers were below analyst
expectations.

The company also announced the
termination of its joint venture with
HBISforits Southeast Aslan subsidi-
ary. Its JV with Thyssenkruppfor the
European business was also called
off, keeping the balance sheet highly
levered.

Management commentary on the
current economic situation too
lacked optimism, indicatingnoim-
mediate signs of revival in the bu-
siness. Tata Steel also said it will
trim capex plans.
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