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BANKING WATCH
NON-PERFORMING ASSETS

Despite overall fall
in commercial bad

assets, MSME bad
loans on the rise

GEORGE MATHEW
MUMBAI, JANUARY 9

BAD LOANS in the small and
medium enterprises are rising
despite the overall decline in
bad loans in the commercial
lending business of the bank-
ing sector. Non-performing as-
sets (NPAs) of medium, small
and micro enterprises
(MSMEs) have risen 50 basis
points (bps)to 12.2 per centas
of September 2019, as against
11.7 per cent in September
2018, accordingtodatafroma
credit information company
TransUnion CIBIL.

However, the overall NPAs
of commercial lending de-
clined 20 bps to 16.8 per cent
in September last, marginally
lower than 17 per centin Sept-
ember 2018, the report said.

The Reserve Bank of India’s
Financial Stability Report had
last week indicated the worst
may not be over for banks on
the bad loan front, as their
gross NPA ratiomay rise t09.9
per cent by September 2020
from 9.3 per cent in Septe-
mber 2019. Gross NPA ratio of
banks stood at 9.3 per cent in
March 2019, the report said.

The CIBIL study said that
the bad rate on MSME bor-
rowers, whowere hit badly by
demonetisation and GST im-
plementation, rose to 3.02 per
cent in the quarter ended
September 2019 from 2.94 per
cent in the September 2018
quarter. “Major factor con-
tributing to this marginally
higher bad rate is the increase
inthe share of lending towards
lower vintages and high risk
borrowersin Q2 of FY19.Study
onvintage distribution of bor-
rowersacquiredin Q2 of FY19
shows that there is a signifi-
cantincrease in the acquisition
of lower vintage borrowers
(with credit history of 1-4
years),” CIBIL said.

Commercial entities with
aggregate credit exposure of
Rs 1 crore are classified under
micro segment; betweenRs 1
crore and Rs 15 crore are con-
sidered small; and those with
creditexposure betweenRs 15
crore and Rs 50 crore are clas-
sified as medium-sized enter-
prises. MSME segment, with
aggregate credit exposure of
up toRs 50 crore, formsRs 18.3
lakh crore outstanding (28 per
centof commercial credit out-
standing). Large corporates,
with aggregated credit expo-
sure of over Rs 50 crore, ac-
countforRs46.7 lakh crore (72
per cent of commercial credit
outstanding).

The proportion of borrow-
ers with high bad rate peaksin
the lower (1-4 years) vintage
bucket, as compared to newly
acquired (0-1 years) vintage
bucket and higher vintage
buckets (4 plus years). Also, the
proportion of borrowers ac-
quired in highest risk segment
(CMR-7 to CMR-10) has risen

NPAs OF MSMEs
UP 50 BPS

B NPAs of MSMEs
haverisen 50 bpsto
12.2% as of September
2019, as against 11.7%
in September 2018, as
per TransUnion CIBIL

M Overall NPAs of
commercial lending
fell by 20 bps to 16.8%
in September last,
from 17%in
September 2018

from 13.5 per cent to 15.7 per
cent, contributing totherisein
bad rate. CMR is a credit risk
rank — with CMR 1 and 2 be-
ing the lowest riskand CIMR 7
to 10 at highest risk — for
MSMEs that predicts the prob-
ability of an MSME becoming
NPA in the next 12 months.

“Atatime when commer-
cial credit growth was slowing
down, growing 8.1 per cent
over the year, gross NPA hasin-
creased by only at 6.8 per cent
resulting in lowering of NPA
rate by 20 bps. The gross NPA
amount increased from Rs
10.2 lakh crore in September
2018 to Rs 10.9 lakh crore in
September 2019,” it said. NPA
rate in commercial lending
wasata peakof 17.5 per centin
June 2018, but due to various
reform measures, it fell to 16.8
per cent, Cibil said.

According to the
TransUnion CIBILMSME Pulse
Report, commercial credit —
which had been steadily gro-
wing over the past few years
— has slowed in the recent
quarters. The year-on-year (y-
0-y) commercial credit
growth stood at 8.1 per centin
the quarter ended September
2019, significantly lower than
the annual credit growth rates
of previous quarters. Credit
growth measured 16.2 per
cent during December 2017 to
December 2018, 12.6 per cent
during March 2018 to March
2019 and 14.8 per cent during
June 2018 to June 2019 period.
In the MSME segment, y-0-y
growth stood at 7.7 per cent,
4.6 per centand 1.9 per cent for
micro, smalland mediumen-
terprises, respectively, for the
period from September 2018
to September 2019.

Satish Pillai, MD and CEO,
TransUnion CIBIL, said: “We
know that the industry level
credit exposure trends are
driven by either growth or
slowdown in fresh loan dis-
bursals, changes in utilisation
levels of existing limits or
changes in the percentage of
exits of existing limits and we
are examining the contribu-
tion of each element at a sec-
toral level to help lenders find
the risk and opportunities as
well as possible solutions to
drive sustained growth.”
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RUPEE RISES 48P AGAINST US DOLLAR ON UPBEAT SENTIMENT Econ()my haS Strength,

Cooling of US-Iran tensions
pushes Sensex up 600 points

ENS ECONOMICBUREAU
MUMBAI, JANUARY 9

GLOBALMARKETS and currencies
Thursday staged a comeback af-
terthe USand Iranappeared tobe
backing off from a wider military
conflict. The Sensex rallied 635
points while the Nifty reclaimed
the 12,000-mark as investors
came back with renewed fervour
amid expectations of more re-
forms to bring the economy back
on the rails. The rupee gained 48
paise to close at 71.21 against the
US dollar, as sentiment turned
buoyant in the currency market.
The BSE Sensex opened on a
strong note and maintained its
momentum throughout the day;,
finally closing at 41,452.35, up
634.61 points, or 1.55 per cent.
Similarly, the NSE Nifty rose
190.55 points, or 1.58 per cent, to
12,215.90. Vinod Nair, head of re-
search, Geojit Financial Services,
said, “Expectation for initiatives to
bring growth in the upcoming
Budgetand easing tensions in the
Middle East seems to cheer in-

Forshortterm,Q3
results expected
toboost sentiment

EXPECTATION FOR initiatives to bring growth in the
upcoming Budget and easing of tensions in West Asia seem
to have cheered investors. The Centre is poised to bring
initiatives and policy measures to support growth to benefit
equities for long term. Meanwhile, the short-term market
trend will be driven by events like Q3 results, which are
expected to show some improvement due to low base.

vestors. Government is poised to
bring initiatives and policy meas-
ures to supporteconomic growth
to benefit equities for long term.”

Investors’ wealth rose by Rs
2.25lakh croretoRs 157 lakh crore
in the buying euphoria. On
January 6, the Sensex plunged
78798 points, the biggest single-
day drop since July 8,t040,676.63.

Analysts said equities gained
after US President Donald Trump
said the US is “ready to embrace

peace with all who seek it”, a day
after Iran fired rockets at American
military bases in Iraq in response
to thekilling of top Iranian general
Qassem Soleimani. Reports said
there were no US or Iraqi casual-
tiesin the Iran strike.

The risk sentiment received a
further boost after China said its
Vice Premier Liu He will visit
Washington next week for the
signing of the much-awaited in-
terim trade deal with the US.

According to Ajit Mishra, VP—
research, Religare Broking, it
turned out to be a phenomenal
day for equity markets as the
benchmark rose over one-and-a-
half per cent and settled around
the day’s high. Investors are ex-
pecting several steps for revival of
the economy in the upcoming
Budget. Prime Minister Narendra
Modi Thursday held discussions
on the state of the economy with
economists, experts and entrepre-
neurs at the NITI Aayog, and
promised steps to revive growth.

In the Sensex pack, ICICI Bank
rose 3.80 per cent, followed by SBI,
M&M, Indusind Bank, Maruti
Suzuki, Asian Paints and Reliance
Industries. Among sectoral in-
dices, realty, auto, bankex, indus-
trials, finance and energy rallied
upto2.83 percent, whileITended
in the red. The broader BSE mid-
cap and smallcap indices surged
up to 1.55 per cent. Bourses in
Shanghai, Hong Kong, Tokyo and
Seoul ended up to 2.31 per cent
higher. European markets also
started with significant gains
amid easing US-Iran tensions.

At pre-Budget meeting with FM, BJP leaders
seek incentives for black money disclosure

LIZMATHEW
NEW DELHI,JANUARY 9

AT THE pre-Budget consultation
with BJP functionaries Thursday;,
Finance Minister Nirmala Sithar-
aman was urged to take steps to
increase liquidity in the market,
tax sops for infrastructure sector
and specific schemesonirrigation
projects. The party leaders also
suggested that the government,
which had taken a number of
steps to curb black money, could
announce some incentives for dis-
closure of unaccounted money,
which, they said, could remove
the hesitation and apprehension
in the market, sources said.
“There was a suggestion that
the government should take some
urgent measures to get more cap-
italin the market. Because the ap-
prehension that there’s too much
monitoring has made many peo-
ple hold back their money, lead-
ers said if the Budget could allay
those fears, it will improve the
money flow,” said a source.

FM Nirmala Sitharaman
held four rounds of
meetings with BJP
leaders at the party
headquarters here

The leaders also pointed out
that “theimpression that there are
toomany restrictions” has choked
the capital flow as well as invest-
ments. “Participants in the meet-
ing said people are not disclosing
black money because there are
not much incentives for it. If the
government declares some incen-
tives, more disclosures would be
there.” the source added.

Some participants were of the
view that in the current atmos-
phere, people have reduced cash
transactions and digital transac-
tions have not picked up in the
way it was expected.

The pre-Budget consultation
was held in the backdrop of the
Prime Minister Narendra Modi-
led government coming under se-

vere criticism forits failure to take
steps toimprove the slowdownin
the economy. The sliding growth
rate as well as intensifying jobless-
ness have worsened the situation.
The first full Budget, after the Modi
government returned to power
with a massive popular support,
is looked at with great expecta-
tions, said a party leader.

Party leaders expressed confi-
dence thata “pro-people” Budget
will be presented on February 1.
Sitharaman held four rounds of
meetings with BJP leaders at the
party headquarters here, taking
feedback for the Budget.

BJP working president JP
Nadda, general secretaries BL
Santhosh, Bhupender Yadav and
Arun Singh were among those in
attendance. “The Finance Minister
met various sections of the party
for consultation. We are confident
that a pro-people Budget will be
presented,” Arun Singh said.

The BJP hasbeen holdinga se-
ries of meetings with various
stakeholders, including business
leaders, farmer bodies, trade

unions and professional bodies
suchasICAlamong others, as part
of its pre-Budget dialogue, party
spokesperson Gopal Krishna
Agarwal said. The idea behind
these meetings is to seek sugges-
tions for the Budget, he added.
Agarwal, BJP’s spokesperson
for economicissues, who is coor-
dinating the meetings, said 11
meetings have been planned, of
which seven have already been
held at the party office. “One mee-
ting for each specific sector is be-
ing held. The report of every meet-
ingis being submitted toworking
president JP Nadda,” he said.
Agarwal said the exercise is
being organised under the lead-
ership of Nadda and BLSanthosh.
The meetings began on
December 19 and would conclude
onJanuary 14.The party will have
acomprehensive view from stake
holders of all sectors, he said.
The Budget session would be
held in two phases, with the first
phase from January 31 to February
11 and the second from March 2
to April 3.

‘Need 6.3% labour productivity growth to hit 8% GDP rate’

5 2 0 /0 The labour productivity

growthin FY19

India will have to raise its labour
productivity growth to 6.3 per cent

to achieve 8 per cent GDP growth
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India will have to increase its labour
productivity growth to 6.3 per cent to
attain 8 per cent economic growth, said
India Ratings and Research

M Raising the overall labour
productivity to alevel that
delivers the required GDP growth
rate

M Lifting the labour productivity
in the lagging sectors so that
growth is more evenly balanced
and sustainable over the
medium to long term

Sectors such as manufacturing,

electricity, gas, water supply, Plfl' Ce;llt llllghlel‘
transport, storage and t an t 3 leve
communications contributed ;;ti‘sl’ne mn

significantly to the overall labour
productivity during FY00-FY16

LAGGARDS

The sectors that lagged are
construction, agriculture
and mining

Source: Ind-Ra/PTI

capacity to bounce
back: PM at NITI meet

Prime Minister Narendra Modi at the NITI Aayog meeting,
which was attended by ministers, economists and experts

here, on Thursday. ANI

ENS ECONOMICBUREAU
NEW DELHI,JANUARY 9

PRIME MINISTER Narendra Modi
Thursday chaired a meeting with
leading economists and experts,
organised by government think
tank NITI Aayog, todiscuss arange
of issues concerning the economy,
social sector and startups. The
meeting comes ahead of the
Union Budget 2020-21 which will
be tabled on February 1.

While top Cabinet ministers
including Home Minister Amit
Shah, Minister of Road Transport
and Highways Nitin Gadkari,
Commerce Minister Piyush Goyal
and Rural Development Minister
Narendra Singh Tomar attended
the meeting, Finance Minister
Nirmala Sitharaman was not part
of the deliberations.

On being asked why the
Finance Minister was not part of
the deliberations, a North Block
official said she could not attend
the meeting due to “prior com-
mitments”. Sitharaman Thursday
held pre-Budget consultations
with BJP’s national office bearers,
spokespersons and representa-
tives of the party’s other depart-
ments. When contacted,aFinance
Ministry official said the letter for
NITI Aayog meeting was received
in the Minister’s office Wedn-
esday, while the meeting at BJP
headquarters was fixed a week
earlier and so, it was difficult to
reschedule it. “The Finance
Minister then contacted the Prime
Minister and sought permission
to recuse herself from the NITI
Aayog meeting,” the official said.

The PM said at the NITI Aayog
meeting that the idea of $5 trillion
economy is not a sudden develop-
mentanditis based onadeep un-
derstanding of the strengths of the
country,as per astatementissued
by the Prime Minister’s Office.
“The strong absorbent capacity of

the Indian economy shows the
strength of basic fundamentals of
the economy and its capacity to
bounce back,” he said.

NITI Aayog Vice Chairman
Rajiv Kumar and CEO Amitabh
Kant were presentin the meeting
that lasted nearly two hours.
Sources said a push towards in-
vestments in the infrastructure
sector as a means to promote
overall economic growth came up
for discussions. The gross domes-
tic product (GDP) growth rate for
the current fiscal is seen slumping
to 5 per cent, the lowest since the
2008 economic crisis, according
to latest data by the National
Statistical Office (NSO). This
means that GDP growthrateis ex-
pected to rise only marginally to
5.25 per cent during October-
March, the second half of FY19-20,
from4.75 per centin the first half.

The Centre is preparing a
Budget amid divergent needs of
pushing economic growth,
achieving tax targets and staying
the course on fiscal consolidation.
The PM interacted with top busi-
ness leaders recently to seek their
inputs as his government pre-
pares for the Budget. He has al-
ready invited ideas and sugges-
tions from people for the Budget.
“The Union Budget represents the
aspirations of 130 crore Indians
and lays out the path towards
India’s development. [ invite you
allto share yourideas and sugges-
tions for this year’s Budget on
MyGov,” read a statement on the
PM’s official website.

Among the economists and
experts who attended Thursday’s
meeting were Shankar Acharya,
former chief economic adviser;
Sonal Varma, Nomura’s chief India
economist; Ashu Suyash, MD and
CEO, CRISIL; Sanjay Nayar, mem-
ber and CEO of KKR India; Pranjul
Bhandari, chief India economist at
HSBC Securities and Capital
Markets; among others.

SABKA VISHWAS SCHEME

Big taxpayers choose legal
remedy to clear disputes

SUMITJHA
NEW DELHI, JANUARY 9

TAXPAYERS WITH deep pockets
seem to have weighed the two op-
tions of resolving their indirect tax
disputes with the Centre under
Sabka Vishwas scheme and get-
ting legal remedy, only to mostly
choose the latter route. Why else
evenafter nearly 90 per centof el-
igible taxpayers opted for Sabka
Vishwas, cases related to only a
fifth of the total disputed amount
of Rs 3.6 lakh crore have been re-
solved yet? The scheme’s original
deadline was December 31, but

later deferred to January 15.

Over 87 per cent of 1.8 lakh el-
igible taxpayers applied for the
scheme by Monday, as per offi-
cials. The Centre had earlier said
1.6 lakh taxpayers committed to
pay Rs 35,094 crore of Rs 79,968
crore claimed by the taxman and
settled the disputes. It remains to
be seen how much of the commit-
ted payments will be made.

Sources say large taxpayers are
steering clear of the scheme asin
many cases consultants and
lawyers employed by them have
found that immediate settle-
ments would not bein the bestin-
terests of these intermediaries. FE

‘Lenovo was a PC company ... we are beyond it now’ Joint property owners can use simple
return forms as I-T rolls back order

NANDAGOPALRAJAN
LASVEGAS, JANUARY 9

“WE WERE a PC company... but
today we are beyond a PC com-
pany.” That is a big statement
coming from Ken Wong, presi-
dent of Lenovo Asia Pacific. But
this is a mere statement of fact.
For all the cutting edge innova-
tion around the first foldable lap-
top and 5G laptop the company
showcased at the CES as part of
the 48 products it announced at
the largest consumer tech show
inworld, justa quarter of its booth
is dedicated for the PC segment.
“This year our tag line is
‘smarter technology for all’. With
5G and the amount of data hap-
pening around us, we believe we
are in an era of intelligent trans-
formation...some callit the fourth
industrial revolution. Itis going to
change everything upside down,”
Wong sets the context for this
transformation in one of the

largest tech companies in the
world.In2019, Lenovo had arev-
enue of over $51 billion with
more than 55,000 employees
spread over 60 countries and
serving customers in over 160
countries.

Three pillars of change

“Our belief is we are the most
ready and suitable company to
bring smarter technology for all
the people around us ... to help
themlead in thisintelligent trans-
formation.”

Wong knows the next ques-
tion will be on how Lenovo will
go about achieving this. “There
are three things that we are focus-
ing on. Firstis SmartIoT, thisis the
PC, the phone, the head mount
device, the smart hub... all the
endpoint devices which have not
only network connectivity, but
alsointelligence and understand
you better and can perform better
without human intervention.”

The second is Smart

Ken Wong, president,
Lenovo Asia Pacific, said this
year the company’s tagline
is ‘smarter technology

for all’. Nandagopal Rajan

Infrastructure. “This is coming out
from the acquisition of the Intel-
based server business from IBM
six years ago. So that will have
compute power coming out from
the server, networking product
and storage essential for cloud
computing,” Wong explains.

“Now, when you add smart
devices together with smart in-
frastructure, with algorithms,
then you can come up with
something called Smart Solution
or smart industry solution. For ex-
ample, last year we helped one of
thelargest oil refinery companies
on the planet to install sensors
and deploy Al and deep learning
to help them improve their oil re-
finery process. This saved them
millions of US dollar,” he adds.

Wong also sees therole of the
chief information officer (CIO) in
companies transform as his busi-
ness changes. “A few years ago,
most people will say CIO is more
asupporting role. In the past two
years or three years, people look
atitasone of the mostimportant
roles in the corporation. Because,
any business today, if they’re not
able to leverage technology, if
they are not able to leverage arti-
ficial intelligence and deep learn-
ing and big data analytics, there
will be alot of headwind for their

competitiveness.”

Still growing in PCs
But is this transformation neces-
sitated by the pressures on the PC
industry in most parts of the
world? “The driving force for our
new strategy is coming from
what the customer wants,” he
says, adding how this is more
about equipping customers for
the fourth industrial revolution
that is on the anvil. “Even in the
PC segment, there are pockets of
growth in Asia, especially India.”
In India, Wong explains, the
implementation of GST hasled to
some kind of automation and
technology in SMB segment.
“Thatalso created alot of demand
in the market. The second pocket
of growth is actually gaming,” he
says,adding how arevampinthe
lineup has propelled Lenovo to
the second slotin this segmentin

countries like India.

(The authorisin Las Vegas
on the invite of Lenovo India)
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SIX DAYS after it mandated filing
of detailed income tax returnsin-
stead of simple ITR-1 and ITR4 re-
turns for joint ownership of prop-
erty and high value transactions
for electricity bill payment and
foreign travel, the Income Tax
Department reversed its decision
on Thursday.

In a release, the Department
said “concerns have been raised
that the changes are likely to cause
hardship in the case of individual
taxpayers” and hence, it has been
decided to allow a person, who
jointly owns a single house prop-
erty, to file his/her return of in-
come in ITR-1 or ITR-4 return.
Similarly, for the requirement to
file high-value expenses can now
be specified in [TR-1 return.

OnJanuary 3, notifying twoin-

The I-T Department
had notified ITR-1 and
ITR-4 for AY2020-21
on January 3

come tax returns — Sahaj (ITR-1)
or Sugam (ITR-4) — for assess-
ment year 2020-21, the I-T
Department made two major
changes: first, an individual tax-
payer cannot file return either in
[TR-1 or [TR-4 if he/she is a joint-
owner in house property; second,
ITR-1 form was made invalid for
those individuals who have de-
posited overRs 1 croreinbankac-
countorincurred Rs2lakhorRs 1
lakh on foreign travel or electricity,
respectively.

[TR-1 is the income tax return
forindividual taxpayers having to-
talincome uptoRs 50lakhandin-
cludes mainly salaried taxpayers,

while ITR-4 is filed by individuals
having business income, HUFs
and firms (other than LLPs) hav-
ing a total income of up to Rs 50
lakh from business and profession
and filing return under presump-
tive taxation scheme.

The Central Board of Direct
Taxes (CBDT), in its release, said
thatin order to ensure that the e-
filing utility for filing returns for
AY2020-21 from April 1,ITR-1and
ITR-4 were notified and the eligi-
bility conditions were “modified
withanintent to keep these forms
short and simple with bare mini-
mum number of schedules”.
Usually, the I-T Department noti-
fies the ITR forms in the first week
of April of the relevant assessment
year. However, this year, it has no-
tified twoITR formsITR-1 and ITR-
4 for AY2020-21 in the first week
of January. The Department s yet
toissue anew notificationamend-
ing the previous notification.



