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SEPT QUARTER RESULTS

NPAs and provisions spike
for private banks in Q2

This even as banks
performed well
operationally for
the quarter, with
pre-provisioning
profit growth
averaging at 15%

HARIPRASAD
RADHAKRISHNAN &
SHASHANK NAYAR
Mumbai, October 27

PRIVATE BANKS HAVE been
the darlings of the Dalal Street
forlong,but the slowdown has
not spared them either.Eleven
listed private-sector banks
that reported their results for
the September quarter saw a
spike in their stressed asset
pool and increase in provi-
sions.

Even as banks performed
well operationally for the
quarter ended September,
with pre-provisioning profit
growth averaging at 15%,
analysts observe that the
incremental stress pool, recog-
nition and provisioning would
be factors that the market
should look out for going
ahead.

“Slow recovery and lack of
any major resolution during
the quarter implies gross non
performing assets (GNPAs)
could spike during the quarter.
What could make GNPLnum-
ber look relatively low would
be aggressive write-offs,” said
Edelweiss Securities in a note.

The aggregate GNPAs for
the quarter ended September
2019 forthese 11 banks stood

Equity market:
Negative
returns from
1/3 of schemes

in 2 yrs

MARKET PARTICIPANTS SAY
that valuations of mid- and
small-cap stockshad runupin
2017 and in the last two years
there has been sharp correc-
tion,which hasled tofallin the
category. Kaustubh Bela-
purkar, director — manager
research at Morningstar
Investment Advisers India,
says, “In 2017 the small- and
mid-cap category had seen sig-
nificant run up and valuations
had run to exuberant levels.So
investors who had entered in
2017 in mid- and small-cap
schemes, most of rally was
behind them and after that
there has been correction.” He
also added that mid- and
small-caps are sometimes
volatile in the short-run, but
make money over longer time
frame.

In the last two years, Nifty
50 TRI has given returns of
8.35%, but it was driven by
handful of stocks. HDFC Bank,
Reliance Industries, Kotak
Mahindra Bank, ICICI Bank
and HDFC have contributed
most in the indices. Even the
broader markets have been in
abearish mode for close to two
years now; the number of com-
panies with a market capitali-
sation of Rs 1,000 crore or
more has fallen to 676 as on
October 22, from the peak of
853inQ3FY18and 767 atthe
beginning of 2019.

Neelesh Surana, CIO at at
Mirae Asset Global Invest-
ments (India), says, “In the last
18-24 months there has been
polarisation in the markets
where top few names have
continued to do well. But with
slowing economy and lower
transmission of interest rate,
which has led to impact the
mid- and small-cap stocks.” He
also added that going forward
rally should be more broad-
based and we are of an opinion
that the polarisation should
reduce.

Market participants say
that performance of large-cap
schemes improved post
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elevated at 23,714 crore

W Eleven listed private-sector banks reported their
results for the September quarter

W The aggregate GNPAs for the quarter for these 11
banks stood at 265,244 crore, higher by nearly 22,000
crore sequentially, reveals data from Capitaline

B On a year-on-year basis, provisions for the same set
of banks rose 26.8% to 29,224 crore on the back of
heightened exposures to certain stressed accounts

m HDFC Bank, the country's largest private-sector
bank, saw its provisions shoot up by 48.4% y-o-y to
Z2,701 crore, while slippages in Q2FY20 was

Ly

at 65,244 crore, higher by
nearly ¥2,000 crore sequen-
tially, reveals data from Capi-
taline. On a year-on-year (y-o-
y) basis, provisions for the
same set of banks rose 26.8%
t039,224 crore on the back of
heightened exposures to cer-
tain stressed accounts.
Sequentially, provisions
improved 2.2% to Y9224
crore largely because of lower

announcement of corporate
tax cuton September 20.Since
the announcement of cut in
corporate tax, the Sensex has
moved up by around 8%. In
the last one year, all the large-
cap funds have given positive
returns,witharound 72 equity
schemes out of 88 schemes
giving returns in excess of
10%.Inthelast oneyear, Nifty
TRI have given returns of
13.13%. Axis Bluechip Fund
and BNP Paribas Large Cap
funds have given returns of
24.49% and 20.98%, respec-
tively,in the last one year.

ULB bonds get
traction, 29
cities to hit

market in 2 yrs

THE SOURCES ADDED that
the hosuing and urban affairs
ministry wrote to ULBs last
week,asking them to seize the
opportunity to introduce the
much-needed governance
reforms in municipalities by
tapping the market.

“Municipalities  which
have ‘A-’ or ‘A+’ ratings are
improving their processes,
accounting systems and
undertaking other reforms to
upgrade the ratings to ‘AA’ to
attract investors as well as
keep interest costs low,” a
ministry official told FE.Arat-
ing of ‘A’ refers to ‘adequate
safety’while‘AA’denotes ‘high
safety’ from the point of view
of investors. Urban infrastruc-
ture services were estimated
toneed investments of mam-
moth Rs 40 Ilakh crore
between FY16 and FY31.The
NITI Aayog have long pitched
for ULBsraising the taxes that
have not been subsumed in
the goods and services tax
(GST) and the GST Council
earmarking a certain part of
the GST proceeds for these
organisations, the third
administrative layer, but the
most proximate to the city
dwellers.

These urban bodies are
also being nudged to take
steps to increase their own
revenue by tapping other
sources like trade licences,
taxes on entertainment,
mobile towers, solid waste
user charges, water charges

provisions by IDFC First Bank
in the second quarter.

HDFC Bank, the country’s
largest private-sector bank,
saw its provisions shoot up by
48.4%y-0-y to X2,701 crore,
while slippages in Q2FY20
was elevated at ¥3,714 crore.
Given the sharp slowdown in
the auto sectorand weakening
economic growth, stress has
been showing in the commer-

and parking fees etc, without
fail.

Efficient water-metering
systems for residences (which
will reduce pilferage that is
above 50% in majority of
Indian cities/towns)is seen to
be a revenue stream that
holds great potential.

Currently, roughly 60% of
the revenue of municipal bod-
ies in the country — about
8,000 in number — comes
from devolution by the Centre
and states.

In FY15, the latest year for
which data is available, the
combined annual 'own rev-
enue' of urban bodies in the
country was ¥1.2 lakh crore,
or 1% of the country’s gross
domestic product.

The corresponding figures
for comparable countries were
much higher — 6% in both
Brazil and South Africa.

The NITI Aayog as well as
recent Finance Commissions
have been of the view that the
municipal bodies should tap
debt market to finance pro-
jects and the user charges col-
lected from the projects should
be used to service the debt.

Rupee remains
stable in 2019,
down just
1.7%

AS MS GOPIKRISHNAN,
independent market expert,
pointed out, FPI outflows
from equities post the Budget
were compensated by jumpin
FDI flows. “Rupee tends to
depreciate by an average of 3-
3.5% per year over longer
periods.Iexpect the currency
to close between 72-72.50
level by December-end,” he
said.

Oil prices were also a
major cause of concern last
year with Brent crude prices
rising $20 per barrel through
the year to over $86/bbl by
October2018.In 2019, brent
crude prices did not go above
the $76/bbl level.

Going further, experts
believe that there could be
some depreciation in the cur-
rency in the coming months.

Manish Wadhawan, inde-
pendent fixed income and
forex expert expects some

cial vehicle loan segment.

“Anyone going through
capacity utilisation issues will
bounce back and repay, given
the time we will go through
the NPAcycle,”said Srinivasan
Vaidyanathan, CFO, HDFC
Bank.“The bank had stepped
up provisioning to cover per-
sonal loans, too, in the last
quarter,”he added.

RBL Bank saw the steepest
jump in GNPAs to 2.6% from
1.4%ayearago.Provisionsand
contingencies also surged
almost three-fold to 281% -
0-yto?533.30croreduringthe
quarter.The management said
itfaced challengesinafewcor-
porate accounts.

“As a matter of prudence,
thebankhastaken higherthan
required provisions on these
accounts,  which have
impacted bank’s bottom-line,”
it said. Since the announce-
ment of the results on October
22,the bank’s stock has fell by
9.3%.

Even as the GNPAs
increased, private lenders saw
their loan books grow in dou-
ble-digits, while there was
moderate systemic growth.
According to data from the
Reserve Bank of India, the sys-
tem-wide credit growth for
the fortnight ended October
11 was at 8.72%, the lowest
growth in the past two-years.

HDFC Bank posted a
16.1%y-o-ygrowthinitsloan
book, while IndusInd Bank
posted growth of 21% y-o-y
riseinitsadvances.Axis Bank’s
loan book grew 19%, while
Kotak Mahindra Bank and
Federal Bank posted growth of
15.3% and 14.8%, respec-
tively.

@ CONG ON RCEP

Randeep Surjewala, Congree leader

The Congress feels that RCEP is not in the best

interest of our nation. Today, when strengthening

the country's economy should be our goal, it is

neither fair nor rational to sign a free trade
agreement. It needs to be reconsidered.

Cos set up plants to tap S1-bn
biz in recycling Li-ion batteries

VIKAS SRIVASTAVA
Mumbai, October 27

Companies across sectors — in
electric vehicles (EVs), solar
power, and chemical space —
could be looking at a $1-billion
opportunity in the recycling of
lithium-ion batteries between
2022 and 2030, as existing bat-
teries reach their end of life by
2022.

Going by the battery manu-
facturing targets set by NITI
Aayog, under its energy storage
mission, by 2030, the cumula-
tive lithium-ion battery recy-
cling marKket is estimated to be
about 160 GWh. However, this
target is considered as highly
aggressive and difficult to achi-
eve, given current adoption of
EVvehiclesand inadequate stor-
age facilities at solar projects.

JMKResearch,a Delhi-based
power consultancyand advisory
firm, estimates the recycling
market in India to pick up from
2022 when lithium-ion batter-
ies,presentlyin use,would reach
their end of life. In 2030, the
annual recycling market is
expected to be around 22-23
GWh,whichisa $1,000-million
(§1-billion) opportunity. The
cumulative recycling battery
market in India is estimated to
increase from 0.4 GWhin 2020
tomore than 80 GWh by 2030.

The assumptions are based
on growth in EVs and drop in
battery prices in the last two
years.According to Bloomberg
data, the price of Lithium-ion
batterieshasfallentoanaverage
of $200/kWh in the last two
years from $1200/kWh in
2010, and is expected to fall to
$94/kWh in 2025 and to
$62/kWh by 2030. Decline in
the current prices was expected
overfouryears. Also,the EVvehi-
cles count across the two-
wheeler, three-wheeler and the
four-wheeler segments have
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slowdown of FPI flows over
the next two months.

“One can expect some
normalisation on interest
rates in the developed world
in the coming months in the
wake of the debate on the
efficacy of the negative rates
and the impact they can have
on growth. If that happens,
we can expect some amount
of emerging market curren-
cies to weaken eventually,
leading to some sort of pres-
sure on the rupee. We can
expect the currency to depre-
ciate by about 1% by the end
of the year,” he said.

Domestic
holiday season
air ticket sales
may see tepid
growth

“TICKET SALES FOR the festive
season are ongoing so it is still
early to tell definitively, but one
can safely predict that the sales
this season will not be too good.
Initial estimates point out that
sales should be at least 6-7%
down from last year,’ said avia-
tion consultant Mark Martin.
Industry experts said domestic
sectoralissues have contributed
to the tepid volume growth.

“Theaviationsectorhasseen
a slowdown since earlier this
yearduetoacombination of fac-
tors — the sector is very closely
correlated with the economy, so
I think, a slowdown in volume
growth, could be because of the
overall slowdown in the econ-
omy.There’salso the fact that Jet
Airways is out, from which the
domesticsectorisyet torecover
fully,” said Dhiraj Mathur, avia-
tion expert and former partner,
PwC India. Jet Airways was
grounded on April 17.

According to the latest data
by the Directorate General of
Civil Aviation (DGCA),domestic
air traffic in September grew a
meagre 1.18%.

Bookings for international
travel have seen encouraging
growth, with MakeMyTrip reg-
istering40% growth ininterna-
tional bookings between Octo-
berand December.

“As the festive season
approaches,weare expectingan
uptick in the number of out-

bound travellers — and this can
alsobeattributed toairfaresthat
are 5% lower this year —
encouraging many to travel to
destinations including Dubai,
Bangkok, Phuket, Istanbul,
Toronto, Athens, Hanoi and Ho
Chi Minh city, the spokesperson
said.

Auto MSMESs
show early signs

of delinquency

SOME CLUSTERS SHOW
higherdeterioration than oth-
ers.Auto MSMEs in Ludhiana,
Rajkot, Kolkata, Tiruvallur,
Kanchipuram, Vadodara and
Surat are in the least deterio-
rated Group A, while those in
Pune, Mumbai, Ahmedabad,
Indore, Chennai, Nashik and
Hyderabad shall be classified in
the next group and the MSMEs
in Faridabad, Delhi, Bangalore,
Jaipur, Gurgaon, Raipur, Nag-
pur,Jalandharand Aurangabad
in the most deteriorated
Group C. MSMEs in Group A
have negligible increase in
CMR downgrades. From early
signsitisevident that theasset
qualityis deterioratingamong
auto ancillaries.

Auto ancillaries have been
facing the heat from a historic
slowdown in theautoindustry,
with vehicle sales having
plummeted to multi-decade
lows. Several auto dealerships,
too, have failed to get fresh
credit from banks. Those that
managed to raise moneydid so
at the cost of high collateral.
Analysts expect the situation
to worsen for the auto indus-
try.Inarecent note,analystsat
Nomura wrote that prevailing
risks to gross domestic product
(GDP) growth mean that
recovery in autos will take
longer.“The Indian auto sec-
tor’s growth is highly corre-
lated with the GDP growth. A
sharp economic slowdown and
rising cost of vehicles have
affected vehicle affordability,”
thenotesaid,adding,“The cost
of vehicles should rise further
due to upcoming BS-VI
norms.”

The MSME segment as a
whole may have a fairamount

of hidden stress.
A big chunk of loans to
MSMEs — worth some

X¥15,000 crore — could slip

JMK Research, a
Delhi-based power
consultancy and advisory
firm, estimates the
recycling market in India
to pick up from 2022
when lithium-ion
batteries, presently in
use, would reach their

end of life

grownto 7.5 lakh unitsin 2019
from 3 lakh units in 2017, wit-
nessing growth of 148%.

Tata Chemicals launched its
pilot lithium-ion battery recy-
cling operations in Mumbai in
August, and plans to scale it up
to recycle 500 tonne of spent
lithium-ion batteries in near
future.Similarly,RaasiSolarhas
announced plans to set up a
300-MW plant,focusing onlith-
ium battery recycling, battery
assembling and cell manufac-
turing. Mahindra Electric, the
EV arm of M&M, has revealed
plans to enable EV battery recy-
cling,ina method similarto the
recycling of cell phonebatteries,
with the help of supply partner.

There are other players such
as Exigo Recycling,Attero, EMM
and Fortum,among others,who
are already in the market recy-
clinglithium-ion batteries from
electronic wastes generated
from mobile phones, laptops,
power banks and telecom tow-
ers.Raman Sharma,co-founder
and director of Exigo Recycling,
told FE,“Considering the kind of
opportunitycomingupinIndia,

over the next eight months.
Theseloanswould have turned
NPAs a long time ago had the
Reserve Bank of India (RBI) not
given banks a breather. A June
6, 2018 notification had
allowed banks and NBFCs to
temporarily classify their
exposure toall MSMEs, includ-
ing those not registered under
the goods and services tax
(GST), as a standard asset as
long as it was smaller than
%25 crore and standard as on
August 31,2017. MSME loans
worth Rs 7,995 crore had been
retained by banks as standard
under this central bank notifi-
cation.

Again, a January 1 circular
of the RBI had permitted banks
todoa one-time restructuring
of existing loans to MSMEs
and classifythemas‘standard’
without a downgrade in the
asset classification. Conse-
quently, PSBs had restructured
1.53 lakh accounts with an
outstanding of Rs 5,194 crore.

Let CIT (appeals)
orders be final:
Official

THE AMENDMENT TO law
would free up as much as 90%
of this manpower, he added.

“If the provision authorizing
the CITtofileappealagainst the
order of CIT (Appeals) is omitted
from the Income Tax Act, the
pendency of cases could come
down to less than 20% of the
cases,inwhich the taxpayersfile
appeals, as approximately in
80% or more cases, it is the
department which files appeal
against the order of CIT
(Appeals),” Prasad wrote.

He further said that the suc-
cess rate of the departmental
appeals at ITAT, high court and
Supreme Court was as low as
10%, even though data on the
same wasn't readily available.
“Oncethecasehasbeendecided
by the CIT (appeals), who is a
senior officer of the department,
thereisnovalid reason forfiling
further appeal by the revenue,’
Prasad said.

Explaining why the depart-
ment filed against CIT (appeals
decision), Prasad wrote that
most officers feel safe in filing
appeals due to complex legal
positions on various issues and
to avoid the perception about

we are setting up a lithium-ion
recycling plantin Panipat,which
will be commissioned by Dec-
ember,and process around 5,0-
00 metric tonne of Lithium-ion
batteries.To begin with,we exp-
ect the utilisation levels to be
around 25% in the first year,
which will grow between 10%
and 15%y-o-y,’ Sharma said.

“We have the capacity to
process a single battery size
ranging from 5 gmto 550 kgin
our plant. Besides, the lithium
contentisonly 7-8% of thetotal
battery size.We have an end-to-
endfacilitytorecyclenotjust the
lithium but all the contents,
including rare metalslike cobalt
and also plastics,” Sharma said.

At present, the total IT and
electronic waste generation is
close to 75,000 mt to 100,000
mt per annum. A fair estimate
forlithium-ion battery is put at
2% of thiswaste.

Sohinder Gill, CEO of Hero
Electric,and director general of
SMEYV (Society of Manufactur-
ers of Electric Vehicles) said con-
sidering the opportunity com-
ing up in recycling of batteries,
many technology players in
Europe want to partner Indian
companies for recycling of
Lithium-ion batteries.

“Although we cannot dis-
close the names, these compa-
nies are showing manufactur-
ing size models that can be set
upinIndiaasagainstthelabsize
models that were present ear-
lier,”he said.

“We are confident of oppor-
tunities but given the current
challenges the commercial via-
bility of recycling will happen
only after 2024 as the volumes
in the EV segment is still very
less. However, if we take into
consideration the stationery
application batteriesitbecomes
viable,sincewealreadyhave the
technology in the space,” Gill
said.

the officer’s decision in not fil-
ing appeals “favours” the tax-
payers even though the tribunal
hastraditionallyupheld 90% of
CIT (appeals) rulings.

Prasad also termed the
process of departmental
appeals as 'paradoxical’ to not
only the department butalso to
thetaxpayers. Hewrote that CIT
(appeals) decisions are scruti-
nised by junior officials and
eventually appeals are filed
against it, even though other
decisions of senior officials are
generally accepted by the
department readily.

On the other hand, a tax-
payer may see a matter decided
in different ways by the same
department. For instance, an
assessee can receive an adver-
sarial assessment from the
department by an assessing
officer,which can then be over-
turned in his favour by the
department (CIT appeals) and
can furtherappealed against by
the same department (CIT).
Prasad termed this as 'paradox-
ical'aswell.

Inhisarticle,which appeared
inthefirstvolumeand firstissue
of Taxalogue, Prasad said that
over 86,500 cases are pending
at different levels, involving a
disputed revenue amount of Rs
5.68 lakh crore. He also pre-
sented success rate of indirect
tax casesin tribunal tocompare
it with direct tax in absence of
readily available data. This var-
ied between 10% in FY09 to
about 20% in FY12.

He also quoted findings of
the Comptroller and Auditor
General (CAG) on litigation
management of the depart-
ment during 2006-09 which
said: “Records to monitor filing
of appealsandimplementation
of appellate orders were not
maintained properly in the
assessment units. Inadequate
controls led to time barring of
appeals and delays in imple-
mentation of appellate orders.
AO’sworkonappealsisnot sub-
jected tointernalaudit,denying
the process of independent
appraisal”

Land acquisition
issues delay
highway projects

APROVISIONAL COD is given
by the NHAI when a project is

Online food &
grocery retail
may touch
$10.5 billion
by 2023

SAJAN C KUMAR
Chennai, October 27

INDIA'S ONLINE FOOD and
grocery retail is likely to touch
$10.5 billionby 2023, growing
at awhopping 55% from the
current 0.2% share of the
overall retail to 1.2%. This
results from a big push on the
digital engagement.

Increased comfort and
trust of customersin e-tailing,
especially electronics and fash-
ion, coupled with strong value
proposition of e-grocery play-
ers, varied assortment and
good delivery optionswill drive
this growth, said an online
food and grocery report by
RedSeer Consulting and Big-
basket.

Bigbasket and Grofers are
the major firms ruling the
industry in India. The online
food and grocery retail, which
stood at approximately $1 bil-
lionin 2018,has been witness-
ingitsaccelaration phase since
then. The initial growth phase
from 2014 to 2018 has seen
thevertical clockinga CAGR of
110% from close to $0.05 bil-
lion mark.

Hari Menon, co-founder
and CEO of Bigbasket said,
“The online grocery segment
has been one of the fastest-
growing e-commerce verticals
in India and will continue to
flourish in both metro and
non-metro citiesin theyearsto
come.” India’s online grocery
space has gone through a sig-
nificant evolution in last few
years from explosive growth
and fundingin CY15 to growth
challenges and fundingwinter
in CY16, and then Kickstart
and accelerated growth phase
2018 onwards.

substantially complete and
commercially operable.In case
of road projects, companies
have to begin servicing of debt
within a specified duration of
receiving provisional COD.

The NHAI had earlier rec-
ommended that PCOD be
given to the Bhavnagar project
on completion of 33.98 km of
the project.The Bhavnagar pro-
ject stretches across 48 km.
Ability of the company “to
apply for PCOD by October 30,
2019, remains a key moni-
torable,’Crisil said.

Following land acquisition
delays, Sadbhav had also
applied for the de-linking of a
14.1 km stretch of the Bhavna-
gar project. This approval has
also been given by the NHAI,
the official quoted above said.
Nitin Patel, executive director
and CFO,Sadbhav Engineering,
said the downgrades were “of

no concernatall”
Crisil downgraded the
Rudrapur project, which

stretches 44 km, due to the
company’s inability to achieve
PCOD by September.

The debt disbursement to
the project had slowed down
and did not normalise till Sep-
tember, the ratingsagencysaid.
Construction has resumed, 30
km of the projecthasnowbeen
completed.

“PCOD is now expected by
October 2019. As per the cur-
rent debt schedule, repayment
is expected to start from Octo-
ber 2019, while the first annu-
ity is expected only six months
from PCOD, thereby project
would have face a shortfall in
meeting debt service obliga-
tionsinthe nearterm.Sadbhav
Infrastructure Project is
expected to support the project
for its debt servicing,” Crisil
said.

On Friday, Sadbhav Infra-
structure Project also stated
that toll revenues received
from 10 operational road spe-
cial purposevehicles remained
flatatI267.88 croreinthesec-
ond quarter of FY20,compared
with ¥268.55 crore in the cor-
responding period last year.

The group,whichis focused
on infrastructure projects,had
on October 19 announced the
merger of Sadbhav Engineer-
ingwith its subsidiary Sadbhav
Infrastructure Project, subject
torequisite approvals.
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