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Rupee marginally up against US dollar
Mumbai, December 12

The rupee pared most of its early gains and
settled marginally up at 70.83 against the US
currency on Thursday amid uncertainty over
the delay in the deadline for imposition of
higher US tariffs on Chinese goods. At the
interbank foreign exchange market, the rupee
had opened higher at 70.67 against the US
dollar and later touched a high of 70.56 largely
on the back of losses in the US dollar following
the Federal Reserve’s decision to keep interest
rates unchanged. The rupee finally settled for
the day at 70.83, higher by just 2 paise against
the dollar. The local unit had closed at 70.85
against the US dollar on Wednesday. p1i

Allahabad Bank cuts MCLR by 0.05%
New Delhi, December 12

Allahabad Bank has cut its marginal cost of
fund-based lending rate (MCLR) by 5 basis
points across tenors, the state-run bank said on
Thursday. The Asset Liability Management
Committee of the bank has reviewed the the
existing MCLRs and decided for a downward
revision of MCLR by 5 basis points (0.05
percentage point) across different tenors,
Allahabad Bank said. The benchmark one-year
MCLR has come down to 8.30 per cent from
8.35 per cent earlier, the bank said in a
regulatory filing. pn

No recession in insurance, growth on track: IRDAI chief

G NAGA SRIDHAR
Hyderabad, December 12
Insurance industry is now facing
winds of change thanks to
proliferation of low-cost
insurance schemes
broughtin by the
government and

this change. Subhash C Khuntia,
Chairman, has been responsible
for bringing in a host of reforms
over last one year after
assumption charge. As a
veteran civil servant
and the first
insurance

digital technology regulator with a

which is driving Ph.Din

changein all Economics, drop?
sectors of Khuntia has

economy. The
focus every where

been focussing
on harnessing

now is on big data digital
and analytics. The technology for
Insurance Regulatory benefit of all

and Development
Authority of India
(IRDAI) has been
a catalyst
for

stakeholders and making
regulation all encompassing yet
modern. He spoke to BusinessLine
on industry and issues. Excerpts:

There has been talk of a
slowdown and impending
recession in the economy. How
is insurance industry
performance in this back

Largely, there has been no ad-
verse impact on insurance so far.
I hope and expect it will con-
tinue. There is, however, a slight
slowdown in motor insurance
has been noticed due to recent

There is, however, a slight slowdown in
motor insurance has been noticed due
to recent dip in new vehicle sales.
Actually, people should look for
more and more security by
preferring insurance in times of
slowdown as insurance is
anti-cyclical protection.

SUBHASH C KHUNTIA
Chairman, IRDAI

do you plan to intervene in
any manner?

We would like all insurance
companies to particip-
ate in crop insurance.
But the rates of reinsur-
ance and premium are
market- driven. Regu-
lator is not in picture in
the whole issue.

dip in newvehicle sales. Actually,
people should look for more and
more security by preferring in-
surance in times of
slowdown as insurance
is anti-cyclical protec-
tion.

INTERVIEW

How has been the
growth rate so far?
Things are fine up to this first
half ended September 2019.
Total insurance industry clocked
20 per cent growth. Life insur-
ance and general insurance
grew by 21 per cent and 16 per
cent, respectively. Due to in-
creased awareness, health insur-
ance catching up. Standalone
health insurance grew 36 per
cent.

With regard to Ayushman
Bharat, there have been
reports of frauds. Has it come
to your notice? What is being
done in this regard?

Ayushman Bharat is being im-
plemented in three models of
insurance, trust and mixed
model. As far as we are con-
cerned, there has been no
frauds. However, a panel has
been set up to look into and data
collection is being done and we
will tract on the basis of data
analytics. But there is nothing
much to worry in this regard.

We have learnt that some
general insurers are finding
going tough in Pradhan Mantri
Fasal Bima Yojana, the flagship
crop insurance scheme. One
major private insurer exited it
citing high reinsurance
premium rates. As a regulator,

How is the health of health
insurance? There have been

Specialised monitoring agencies have opened up
new avenues for CAs, says Corp Bank MD

OURBUREAU

Mangaluru, December 12

The appointment of special-
ised monitoring agencies by
banks for post-sanction credit
monitoring has created vast
opportunities for chartered ac-
countants (CAs) in the banking
industry, according to PV
Bharathi, Managing Director
and Chief Executive Officer,
Corporation Bank.

Inaugurating the national
conference of the Institute of
Chartered Accountants of India
(ICAI) in Mangaluru on
Thursday, she said post-sanc-
tion credit monitoring starts
from the moment credit is
sanctioned to the borrower,
and ends only when the ac-
count is closed.

Post-sanction credit monit-
oring is vital to maintain a
healthy credit portfolio. Lack of
post-sanction credit monitor-

PV Bharathi, Managlng Director
& CEO of Corporation Bank

ing could turn an otherwise
good credit selection, into an
unviable proposition.

Credit monitoring
Post-sanction credit monitor-
ing depends upon factors such
as the type of credit facilities,
nature of activity, purpose of
loan, geography, market dy-
namics and regulatory require-
ments, and it has to be fine-
tuned on a case-to-case basis.
To make the credit monitor-
ing process more robust, the

government has advised the
banks to take the services of
audit firms as specialised mon-
itoring agencies for clean and
effective post-sanction follow-
up on a common engagement
basis, in the case of consortium
lending. This agency for spe-
cialised monitoring has profes-
sionals with domain know-
ledge, experience and skills in
different sectors and indus-
tries. In case of large exposure
or exposure of a specialised
nature, such agencies provide
inspection services, stockaudit,
cash flow monitoring, and end-
use,among others.

She said banks have now star-
ted appointing external agen-
cies to monitor loan accounts
of X250 crore and above, and
more than 80 agencies have
been appointed. These agen-
cies would monitor all the
transactions of an accountona

day-to-day basis at the back-
end. Bharathi said this has cre-
ated vast opportunities for CAs,
as the work stretches through-
out theyear,and call for special-
isation not only of the financial
system, but actual business op-
erations and functioning of the
industry and  business
concerned.

She said the exposure of
banks to borrowers ranges
from plain vanilla trading to
complex project execution.

“Each exposure is unique in
terms of the nature of expos-
ure, purpose of credit, nature of
borrower, the prevailing mar-
ket scenario, geographic loca-
tion, industry characteristics,
etc, and entails different skill-
sets and parameters for monit-
oring. In view of this, the scope
of work for a special monitor-
ing agency is very broad,” she
added.

Bank of Baroda to sell Trinidad & Tobago arm

OURBUREAU
Mumbai, December 12
Bank of Baroda (BoB) has signed
abinding Share Purchase Agree-
ment (SPA) for sale of business
of Bank of Baroda (Trinidad & To-
bago) Limited (BOBTTL) with
Ansa Merchant Bank Ltd.

This saleis subject toapproval

US Fed keeps interest rates
on hold amid ‘favourable’
economic outlook

REUTERS

Washington, December 12

The US Federal Reserve on Wed-
nesday held interest rates
steady and signalled borrowing
costs are likely to remain un-
changed indefinitely, with mod-
erate economic growth and low
unemployment expected to
continue through next year’s
presidential election.

“Our economic outlook re-
mains a favourable one, despite
global developments and ongo-
ing risks,” Fed Chair Jerome
Powell said in a news confer-
ence following the US central
bank’s decision to leave its
benchmark overnight lending
rate in its current target range
between 1.50 per cent and 1.75
per cent. “We believe monetary
policy is well-positioned to

IL&F'S Fin Services: NFRA
raps Deloitte Haskins & Sells

OUR BUREAU

New Delhi, December 12

The National Financial Re-
porting Authority (NFRA) has
laid the blame at the door of
Deloitte Haskins & Sells (DHS),
stating that the audit firm
had failed to comply with the
prescribed Auditing Stand-
ards during its statutory
audit of IL&FS Financial Ser-
vices Limited (IFIN) for
2017-18.

Inits first ever Audit Quality
Review (AQR) report, the new
independent audit regulator
NEFRA has concluded that fail-
ure to comply with the audit-
ing standards are of such sig-
nificance that DHS did not
have adequate justification
forissuing the audit report as-

CcM
K

from host country regulator —
Central Bank of Trinidad & To-
bago (CBTT), BoB said in a stock
exchange filing. Established in
2007, Bankof Baroda (T&T) oper-
ates as one of the eight licensed
banks in Trinidad & Tobago. Ac-
cording to the Bankers Associ-
ation of Trinidad and Tobago

serve the American people by
supporting continued eco-
nomic growth, a strong job
market and inflation near our 2
per cent goal,” Powell said.

New economic projections
released by the Fed showed a
solid majority of 13 of 17 policy
makers foresee no change in in-
terest rates until at least 2021.
The other four saw a single rate
hike next year, a view at odds
with investors’ expectations for
asingle rate cut.

Overall, policy makers see the
unemployment rate, currently
3.5 per cent, staying below their
estimate of a sustainable level
in the long run for another
three years, even as most expect
inflation by then to end up at, or
just a little above, the 2 per cent
target, the projections showed.

serting that the audit was con-
ducted in accordance with
the Standards on Auditing.

Besides, the quality control
system and processes of DHS
were found to be severely in-
adequate and ineffective, the
NEFRA report said.

It may be recalled that
NFRA was set up on October 1
last year as an independent
audit regulator to oversee
auditors of listed companies
and large unlisted companies
besides banks and insurers.

Separately, NFRA will exam-
ine whether disciplinary pro-
ceedings under Section 132(4)
of the Companies, 2013 needs
to be initiated against DHS in
connection with the AQR re-
port, an official release added.

(BATT), the total business of
Bank of Baroda (T&T) is said to
be more than TT$500 million.
Other banks in the dual-is-
land Caribbean nation include
CIBC FirstCaribbean Interna-
tional Bank, Citi Bank, First Cit-
izens Bank, RBC Royal Bank, Re-
public Bank, J]MMB Bank and

Scotiabank. ANSA MCcAL cur-
rently provides financial ser-
vices through ANSA Merchant
Bank, and TATIL, an insurance
company.Bankof Baroda’s oper-
ations in Trinidad & Tobago in-
clude three retail branches in
Port of Spain, San Fernando and
Chaguanas.

Exim Bank plans
$1-b bond raising in
offshore markets in
January-March

KR SRIVATS

New Delhi, December 12

Exim Bank of India plans to
raise at least $1 billion in the
overseas market during
January-March 2020, a top of-
ficial said.

“We will most likely go in
for a RegS[144 A market offer-
ing,” David Rasquinha, Man-
aging Director, Exim Bank
told BusinessLine.

He was responding to a
question on whether the
next overseas fund raising
will be in the Samurai bond
market.

A RegS status means the
bonds need not be registered
with the US Securities and Ex-
change Commission. On the
other hand, Rule 144A en-
ables bonds to still be sold to
institutional investors (qual-
ified institutional buyers) in
the US.

It may be recalled that
Exim Bank had in August
raised 32 million yen via
Samurai bonds. Basically,
samurai bonds are yen-de-
nominated bonds issued by
foreign governments, agen-
cies or companies in the Ja-
pan market.

So far this year, Exim Bank
has already raised close to $1
billion, Rasquinha said.

complaints from policyholders
on rejection of claims while
industry speaks about false
claims and losses...
We are trying to sort out the is-
sues so that health insurance
cover will be more beneficial to
all. There are issues such as prob-
lems arising out of different sets
of exclusion, for instance. I have
been telling insurers to explain
features of policies more clearly.
The more time one takes in un-
derwriting, more speed can be
achieved in claims settlement.
Efforts are also on to intro-
duce a standard health cover
product which will be like a
standard banking product. Be-
cause it will be standardised
model, there should not be
much need for explanation.

What about pricing of the
proposed standard health
insurance product?

It will be reasonable as all in-
surers will be mandated to offer
this and competition positively
impacts pricing.

IRDAI sets up working group on
loss prevention in general insurance

OUR BUREAU

Hyderabad, December 12

The Insurance Regulatory and
Development Authority of In-
dia (IRDAI) has formed a
working group on loss pre-
vention and minimisation in
general insurance.

The nine-member commit-
tee of experts headed by TL
Alamelu, Member, Non-Life,
IRDAI will suggest segment-
wise ways and means to im-
prove loss prevention and
loss minimisation in insur-
ance within 12 months.

It will also evaluate current

practices followed by insur-
ance industry in the area of
loss prevention and loss min-
imisation and suggest an ap-
proach to synergise activities
of the various stakeholders in-
volved in order to ensure bet-
ter loss prevention and its
minimisation.

The working group will also
offer recommendations for
promoting research, educa-
tion and services related to
tackling the losses of insurers.

“While loss prevention and
loss minimisation are aspects
insurers are concerned with

right from the time arisk s as-
sessed to the time a claim oc-
curs, there is a need to syner-
gise activities of various
stakeholders involved in this
area needs to be encouraged,”
M Pulla Rao, Executive Dir-
ector, IRDAI said.

Loss prevention and loss
minimisation are important
aspects of loss control in in-
surance.

Steps for loss prevention
and loss mitigation not only
help the insured but also mit-
igate economic losses in a lar-
ger context.

Mastercard partners Federal Bank
for identity-check programme

OURBUREAU
Mumbai, December 12
Global payments major Master-
card has launched its new se-
curity function in India for di-
gital transactions in
partnership with Federal Bank.
Called the Mastercard Iden-
tity Check, it provides a secure
and user-friendly way to au-
thenticate cardholderswithout
the use of static passwords and
alsoincreases approval rates.
It is a global authentication
programme that uses the latest
authentication standards of

EMV3-D Secure and will provide
an additional layer of security
for digital transactions.

“It also decreases online
shopping cart abandonment,
reduces fraud and improves
conversion rates for e-com-
merce merchants. Implement-
ation in other regions has
shown an increase in digital
transaction approvals of nearly
13percent,”Mastercard saidina
statement,adding that custom-
ers can shop atease in-app,ona
browser or an IoT-enabled
device. “We believe that this

new solution will provide a
seamless experience and find
instant affinityamong our Mas-
tercard cardholders,” said Sha-
lini Warrier, chief operating of-
ficer, Federal Bank.

Sujay Vasudevan, Vice-Presid-
ent, Cyber and Intelligence
Solutions, South Asia, Master-
card, said, “Mastercard is com-
mitted to creating innovative
payments solutions that de-
liverenhanced safety and secur-
ity at every touchpoint, to en-
able  simple, frictionless
consumer experiences.”

Deposits galnlng tractlon at small finance banks on higher rates: Ind-Ra

OUR BUREAU

Mumbai, December 12

Small finance banks (SFBs)
would need to mobilise
around 60,000 crore in de-
posits over FY20-21 to support
an annual growth asset of 30
per cent and maintain bor-
rowings at 25 per cent of the li-
abilities, according to India
Ratings and  Research
(Ind-Ra).

SFBs will continue to see in-
creased traction in deposits
on the back of higher interest
rates (1-2 per cent higher than
most banks), focussed mar-
keting strategies, and matur-
ing branches of a fast growing
branch network (40 per cent
growth in branches in FY19),
the credit rating agency said

Although CASA (low-cost
deposits) increased 76 per cent
y-0-y t0%9,760 crore in FY19,
the ratio has seen a decline to
19.2 per cent (25 per cent).

in a report. The total deposits
of SFBs jumped 130 per cent
year-on-year (yoy) in FY19,
leading to an increase in the
share of deposits to 59.6 per
cent of non-equity liabilities
in FY19 (37.6 per cent in FY18).
SEBs incrementally mobilised

deposits of 28,850 crore in
FY19. The report assessed that
although CASA (low-cost de-
posits) increased 76 per cent y-
0-y t0X9,760 crore in FY19, the
ratio has seen a decline to 19.2
per cent (25 per cent), as trac-
tion in term deposits in-
creased and savings deposits
were converted to term depos-
its owing to the high rates
offered by SFBs.

Ind-Ra opined that the
building of a CASA (current ac-
count, savings account) fran-
chise depends on factors such
as developing long-term cus-
tomer relationships, ensuring
ease of transactions, fostering
trust in the brand and having
a large branch network.

Large commercial banks be-

nefit from vintage, resulting
in deposits from large corpor-
ates, government depart-
ments (all State, local bodies,
etc), trusts schools and hospit-
als, businessmen and custom-
ers whose incomes have
grown with the banks over
many decades. As a result,
gathering CASA, especially CA,
is a challenge for SFBs.

Capital market penetration
The report observed that the
total borrowings of SFBs de-
clined steadily over the last
two years to 31,500 crore in
FY19 (FY18:%34,000 crore; FY17:
36,000 crore), with a sub-
stantial, albeit expected, de-
cline in bank borrowings and
debenture funding (grand-

fathered loans). This decline
was accompanied by a rise in
refinance by policy institu-
tions. The share of policy insti-
tutions increased to 43 per
cent in total borrowings in
FY19 from 15 per cent in FY17.

“However, capital market
borrowings present a differ-
ent picture. Given the overall
liquidity stress in short-term
capital markets, elevated risk
perception and risk aversion,
especially for credits rated in
the ‘A’ category and below’,
SFBs might face challenges in
tapping the capital markets,”
Ind-Ra said.

On a cumulative basis, SFBs
raised about 1,900 crore of
CDs (certificate of deposits)
from December 2018 to mid-

November 2019, with a
weighted average tenor of 37
days.

Changing asset mix

The assets under manage-
ment (AUM) of SFBs reached
70,000 crore in FY19, report-
ing a yoy growth rate of 48 per
centand a CAGR of 32 per cent
over FY17-19.

For SFBs with microfinance
vintage (AUM of 344,700
crore in FY19), the microfin-
ance loan book grew by 28 per
cent y-o-y, while the non-mi-
crofinance book grew 75 per
cent. Consequently, the share
of the non-microfinance book
in the AUM increased to 29 per
cent in FY19 (FY18: 23 per cent;
FY17:14 per cent).

PM-JAY adopts machine learning to tackle fraud

Provides State and district authorities with

field app to improve fraud-control mechanisms

MAITRI PORECHA

New Delhi, December 12

To better tackle fraud, the Na-
tional Health Authority
(NHA), which implements
the governmentrun cash-
less  health  insurance
scheme Pradhan Mantri Jan
Arogya Yojana (PM-JAY), has
devised a mobile-based field
application for State and dis-
trict authorities, to upload
evidences from the site of in-
vestigation on real-time
basis.

Up to 338 hospitals are un-
der NHA scanner for alleged
frauds and 111 have been de-
empanelled, which means
that they have been removed
from the scheme. Penalties

worth over 3.5 crore have
been recovered. In Ut
tarakhand alone, penalties
worth X2.5 crore have been
recovered from 15 hospitals.
In Uttar Pradesh on the con-
trary, X2.7 lakh have yet been
recovered from up to 30 hos-
pitals. In Chhattisgarh, ac-
tion has been taken against
76 hospitals, and recovery
made is ¥4.13 lakh.

PM-JAY CEO Indu Bhushan
said, “We have seen up till
now that 1 per cent of all
cases accepted under the

scheme have been
fraudulent.”
Unlike its predecessor

Rashtriya Swasthya Bima
Yojana (RSBY), which did not

have an efficient fraud con-
trol mechanism, PM-JAY is
dabbling in machine learn-
ing and artificial intelligence
to identify malpractice trig-
gers. Five companies — SAS,
MEX, LexisNexis, Optum and
Greenojo — were taken on
board for six months, start-
ing July earlier this year, to
conduct fraud analytics. Ac-
cording to an official, “There
was no investment on the
scheme’s part during this ex-
ercise. We will now float a Re-
quest for Proposal to get a
company on board.”

WhatsApp-like group

“In a bid to improve our
fraud-control mechanisms,
we are equipping the State
and district authorities with
the field app. We have
formed a WhatsApp-like

Indu Bhushan, Chief Executive
Officer, Pradhan Mantri Jan
Arogya Yojana

group at district levels, in
which we red-flag suspicious
claims raised or pre-author-
isations sought,” an NHA offi-
cial told BusinessLine.

The teams at the field level
swoop in on the suspect hos-
pital and investigate the
medical documents. During

the on-going inquiry, they
upload the documents onto
the central server on real-
time basis, and these papers
are not retained after their
upload at the local level,” the
official said.

The official further ex-
plained, “This helps reduce
the time of investigation as
we get only 15 days to check
the claim, as it has to be paid
within two weeks of
pre-authorisation.”

Every pre-authorisation
and claim submitted will be
vetted through the system in
a bid to identify fraud. “For
example, if a male claims
money for a delivery, which
is a female procedure, there
will be a system-level trigger
pop-up. If a patient is being
shown as signing up for a
cataract surgery, third time

around there will be a red-
flag, as one cannot have
three eyes, or for that matter,
ifawoman is shown to be un-
dergoing a hysterectomy
(uterus removal) twice, as a
woman has only one uterus,”
the official further said.

NHA currently does not
have the legal sanctity to pro-
secute hospitals for fraud.
“This is left to the discretion
of States. We are feeling the
need for a National Health In-
surance Act, like a law, to be
put in place. Who will draft
it, is the question. Will it be
the NHA or the Insurance
Regulatory and Develop-
ment Authority?” said the
official.

“It is too early for us to say
anything about an impend-
ing Act at the moment,”
Bhushan said.
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