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ESAF SFB receives
Sebi nod for IPO

KERALA-BASED ESAF SMALL Finance
Bank has received the nod to float an
IPO. Sebi issued the final observations
to the proposal on March 20,2020.
The SFB had filed its Draft Red
Herring Prospectus (DRHP) on
January 6,2020,with SebiforaI976-
crore IPO.According to the DRHP, the
IPO comprises of a fresh issue worth
X800 crore and an offer for sale
aggregating up toX176.2 crore.

10IPOs in March quarter;
median deal size just S1m

THE COUNTRY SAW 10 initial public
offeringsworth $1.41 billion in the
first three months of this year but the
median deal size was just $1 million.
SBI Cards and Payments’share sale
alone accounted for $1.4-billion mop-
up.EY on Thursday said consumer
products and retail were the most
active sectors with three IPOs
launched on SME marketswith an
approximate size of $1 million each.

@ TACKLING CORONAVIRUS

Rajnish Kumar, SBI chairman

{ Today's package will impart a definite direction to India's fight

against the epidemic. Overall, it's a very well-defined package

reinforcing govt's intent that no one should be deprived of
Non-food credit growth lowest since May 2017

basic facilities...We are hopeful of more calibrated responses
HARIPRASAD RADHAKRISHNAN

in coming weeks as the impact of pandemic unfolds.
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banking system stoodat32.17lakh croreas

Yes Bank board

okays fundraising
of ¥15,000 crore

Will decide on changes
in senior management
positions in the
coming days

FE BUREAU
Mumbai, March 26

IN THE FIRST meeting after its constitu-
tion, the Yes Bank board has approved
fundraising of 15,000 crore through the
issuance of securities, the bank said in an
exchange filing on Thursday.The bank has
specified that it will raise an additional
%5,000 crore over and above the 10,000
crore for which it received the approval
from shareholders and the board on Janu-
ary 10 and February 7.

With this move, the private bank’s cap-
ital raisingwilladd up to¥25,000 crore in
total after the lender’s reconstruction.
State Bank of India (SBI) and seven other
lendersinfused 310,000 crore in Yes Bank
via equity infusion. SBI alone has infused
%6,050 crore to pick up a 48.2% equity
stake in the bank. RBI governor Shak-
tikanta Das said on March 16 thatthereg-
ulator was ready to provide liquidity sup-
port to the private lender when needed.

Yes Bank’s eight-member board,
chaired by former Punjab National Bank
(PNB) chairman Sunil Mehta, took charge
on Thursday . Prashant Kumar, who was
the private lender’s administrator during
reconstruction, assumed charge as man-
aging director and CEO of the bank.

RBI had appointed former deputy gov-
ernor R Gandhi and associate professor of
SP Jain Institute of Management and
Research Ananth Narayan as additional
directors in the bank’s board. Mahesh
Krishnamurthy and Atul Bheda were also

appointed by the governmentas non-exec-
utivedirectorin the board of privatelender.
SBI had nominated its deputy managing
directors ] Swaminathan and Partha Pra-
tim Sengupta to the Yes Bank board.

The new board will also take a decision
onchangesinseniormanagement positions
in the coming days. RBI had earlier notified
in the reconstruction plan that the bank’s
employeeswould continue toworkwith the
same remunerationand on same conditions
for at least a year. However, the newly con-
structed board has the freedom to discon-
tinue services of senior management.

Accordingto sources,Yes Bankwill focus
on bringing down cost of deposits and may
considerreducing savings rate tobelow 6%.
There was a sharp reduction in the bank’s
totaldeposits from ¥2.09 lakh crore in Sep-
tember 2019 to¥1.37 lakh crore till March
5, 2020. The cost to income ratio in the
December quarter stood at 100.4%, up
from449%ayearago.The bankis nowlook-
ing to improve credit growth and wants to
focus more on the retail segment. The pri-
vate lender is also banking on recoveries of
%8,500-10,000 crore in the next fiscal.

Mumbai, March 26

THE NON-FOOD CREDIT growth in the
banking system for the fortnight ended
March 13 stood at 6.07% year-on-year (y-
0-y),the lowest since May 2017.The lower
credit growth comes despite a slew of mea-
sures announced by the Reserve Bank of
India (RBI) to reduce the cost of borrowing
forbanks and boost credit offtake.

The year-to-date (YTD) credit growth
between March 31,2019, to March 13,
2020, stood at 3.64%, against 10.72% a
yearago.Outstandingloans to companies
and individuals stood at ¥100.8 lakh crore
as on March 13.During the previous fort-
night, the non-food credit growth stood at
6.29%y-0-y,against 14.4% ayear ago.

The central bank has conducted auc-
tions forlong-term repo operations (LTROs)
totalling ¥1.25 lakh crore, which has
reduced the cost of borrowing for banks.
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Further,a number of measures, including
cashreserveratio exemption onincremen-
tallending totheauto,housingand MSME,
by the RBI has yet to translate into signifi-
cant credit growth. The liquidity in the

on March 20,said CARE Ratings.

The deposit growth in the banking sys-
tem continues to be steady at 9.09% y-o-
y, down 22 bps from the previous fort-
night. Total deposits came in at ¥133.39
lakh crore, even as interest rates on
deposits continue to fall.

Owing to the Covid-19 pandemic, the
credit growth is expected to take a further
hit.RatingagencyIcrasaid they-o-y credit
growth is estimated at 5-6% for FY20,
which would be a multi-decadal low.
“Slower credit growth and steady deposit
growth drive liquidity in the banking sys-
tem,with over 3 lakh crore parked under
reverse repo with the RBI for the last six
months,”the agency said.

Inabid toreduce the stress of borrowers
duetothe pandemic,anumber of publicsec-
tor banks have extended emergency credit
linesat softertermsthat could helpimprove
the credit growth in the system.

Lockdown set to hit NBFCs hard: Icra

FE BUREAU
Mumbai, March 26

THE 21-DAY LOCKDOWN across the
countryisset to hit non-banking financial
companies (NBFCs) hard as small business
owners and low-income households find
ithard toservice theirloans.NBFCloansin
the affordable housing,small and medium
enterprises (SMEs), loan against property
(LAP), real estate and microfinance (MFI)
segments are likely to be affected the
most,rating agency Icra said on Thursday.

FEhadreported on Thursdaythat repay-
ments have already begun to dry up in cus-
tomer segmentswhereloansare serviced in
cash, such as by owners of some commer-
cial vehicles.NBFCs largely cater to the self-
employed borrower segment in the retail
space,where the cash flows are expected to
be more volatile in the current situation
compared to their salaried counterparts,
Icra said. Other non-retail exposures of
NBFCs are to SMEs with relatively moder-
ate risk profiles, which accentuates their
credit riskin the current scenario.“Further,
most of these borrowers havelimited fund-
ing avenues and typically don’t have bank-
ing relationships for their credit require-
ments.Non-banks,whicharealreadyfacing

PSBs launch Covid emergency credit lines

FE BUREAU
Mumbai, March 26

SEVERAL PUBLIC SECTOR banks have
rolled out emergency lines of credit with
softer terms to borrowers affected by
Covid-19, after finance minister Nirmala
Sitharaman announced a number of mea-
sures to tide over the crisis.

Forinstance, Bank of Baroda, the coun-
try’s second largest public sector lender,
would be offering up to 10% of the exist-
ing fund-based working capital limits,
subject toa maximum of 200 crore. Cor-
porateborrowers can avail the credit at the
1-year marginal cost of funds-based lend-
ing rate (MCLR) of 8.15% without the
standard premium, while for MSMEs, the
rate of interest would be at BoB repo-

linked lending rate of 8%. All standard
accountsasonMarch 26,2020,and till the
date of sanction are eligible for loan
under this scheme. The loan also

has a moratorium of up to six
months.

Union Bank of India also
launched its additional
working capital facility toall
standard accountsason Feb-
ruary 1,while accounts turn-
ing to SMA1/SMA2 post this
date will also be eligible. “Maxi-
mum 10% of the existing working
capital limit will be provided under the
Covid Emergency Line of Credit (CELC),with
a repayment period of 36 months, includ-
ing maximum moratorium of 12 months.
This credit facilityisavailableatanil margin

—

INTERVIEW: A BALASUBRAMANIAN, MD & CEO, Aditya Birla Sun Life AMC
‘Corporate bond market should stabilise
as we enter the new financial year’

Alack of buying interest has pushed up cor-
porate bond yields in recent times as insti-
tutional investors continue toremain on the
sidelines following the Covid-19 lockdown.
ABalasubramanian, MD and CEO,Aditya
Birla Sun Life AMC, told Bhavik Nair in an
interview that corporate bond market
should stabilise with the beginning of the
new financial year. Edited excerpts:

Howmuch credit crunch hasthe current
scenario brought in? Where are corpo-
rates turning to for funding needs with
corporate bond market so sluggish?
RiseinyieldsforAAAbondsacross matu-
ritiesisonaccount oflackof buyinginterest
frominstitutional investors such as mutual
funds, insurance companies and even
banks. Banks have been selectively buying
securities using the advantage of high liq-
uidity at this point of time. Corporates, too,
havebeenavailing theworking capital limit
when they find market borrowing is costly
compared to working capital rates. This
should notlastfortoolonggiven thefactthe
moneywith mutual fundswould comeback
aswe move into the new financial year.

Do you think the illiquidity faced by the
corporate bond market could be solved
without any measures from the RBI?
Howlongwill theriseinyields continue?

Whenever the inflow into MF debt
schemesis normal, corporate bond market
generally sees good liquidityand good price
discovery.On top of it, FIIs too are active in
the bond market apart from local insurers
and treasuries of various companies and
banks. In times like these, central banks do
look at providing support to the financial
marKket to stabilise interest rate and liquid-
ity.Having said that,once theyear-end pres-
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sure is over,and the money comes back on
rotation,we should see theyield getting sta-
bilised quickly thereafter.

When do you see primary bond market
issuances coming back to normal? And
how difficult will it be for sub-invest-
ment grade bonds to be issued then?

Primary bond market issuance should
comebacktonormal aswe getintonew fis-
cal. Bond market generallybehaves normal
during times of high liquidity and when
general participation levels are high. I
assume it will come back soon. Sub-invest-
ment grade would take some time to come
back as MF credit funds have not been
growing in size.As the money available for
such schemesbegin to go up,wewill seethe
appetite for sub-investment gradebonds to
come back. Right now, it is very selective
purelyonthebackof strength of the under-
lying security covenants.

MFsare facing redemption pressures and
the only trading activity that funds are
involved right now seems to be to man-
age those redemption requirements.
How are you managing the scenario?
MFs’ redemption pressures are gener-
allybound to occur each year before fiscal
end. Purely on the basis of our experience,

our fund managers had created liquidity
tomeetanysuch redemption and alsolook
for buying opportunities if the yield
spikes.We as a fund house are exactly act-
ing on these principles, having said that
redemption payments are also being met
out of short-term borrowing within the
Sebi-prescribed normes.

The RBI has come out with manyliquid-
ity operations butrate cutisyet tocome.
When doyou think it would announce a
monetary action and what would be the
quantum of the cuts if any?

Given the dent that is estimated on the
GDP and also expected general slowdown
across all sectors, there is a case for cutting
rate by 50 bps.Globally, central banks have
cutrates despite theirratesalready trading
in lower single digit.I assume RBI may opt
forarate cutevenahead of the MPC sched-
uled meeting next month.

Howmuch firepower doyou think the RBI
hastotacklethe current debt marketrout?
The RBIhasgotenough toolswithit over
and above the monetary policytool of inter-
est rate. LTRO and OMO are both powerful
toolswhichit hasbeen usingveryeffectively
to calm down the market yield spikes and
also provideliquidity to thebanking system.
It can further provide support to the entire
banking systemvia the changein NPArecog-
nition norms, etc, especially in times like
today.Historically,RBI hasdone such things,
henceitisonlythe question ofwhen dothey
use such tools to provide supporttothebond
market as well as financial market in gen-
eral. Probably they may have to take a few
stepswhich are unconventional,theway Fed
does all the time, such as buy back of bonds
orrepo against corporate bonds, etc.

with competitive rate of interest (8% fixed
rate of interest i.e.1year MCLRas on date),”
the lender said. All MSME and agricul-
ture borrowers would be eligible
forloansuptoX10crore,and up
toI50 croreforothers.“Weare
also working on a scheme to
mitigate the Covid effect,
especially for small borrow-
ers of micro and small cate-
gories,”the bank said.
Meanwhile, a number of
other banks, including Canara
Bank,Indian Overseas Bank, Bank of
India, Uco Bank and Indian Bank, have also
announced the launch of the emergency
lines of credit. Previously, State Bank of
India had announced the launch of its
emergency loans.

Insurers roll out
coronavirus cover

FE BUREAU
Mumbai, March 26

FUTURE GENERALI INDIA Insurance
Company (FGII) announced on Thursday
the launch of a group insurance product
for coronavirus. The policy will provide a
lump sum benefit in case the insured is
diagnosed or quarantined for suspected
sign and symptoms or infection.

The product offers cover for everyone
fromaone-day-oldinfant toasenior citizen
of upto 75yearsof age. Shreeraj Deshpande,
chief operating officer, Future Generali India
Insurance, said, “It is very important for all
of us to come together and protect the citi-
zens against this virus infection. We have
designed our coronavirus group insurance
product in such a way that it will offer max-
imum help to the affected. If the policy-
holderisdiagnosedwith Covid-19 infection
and is confirmed by a medical practitioner
along with a government/WHO-approved
labthenalumpsumbenefit of 100% of sum
insured would be paid. To provide maxi-
mum benefit to our customers,no past med-
ical history or travel record is required while
purchasing our product”

A few days ago, Star Health and Allied
Insurance had launched ‘Star Novel Coro-
navirus Insurance Policy’, a benefit policy
to cover all those who test positive for
Covid-19 and require hospitalisation.
Even, ICICI Lombard had rolled out a
focused ‘Covid-19 Protection Cover’
launched in a group insurance mode.

The Star Novel Coronavirus policy is
available under two sum insured options
of 21,000 and 42,000 at premiums of
459 plus GSTand X918 plus GST, respec-
tively. The policy will provide a lump sum
payment to any insured between age 18
years to 65 years,who is declared positive
by a government accredited test and is
hospitalised for the coronavirus.

funding constraints and an expected
increasein delinquencies,are likely to focus
more on collections at least in the near
term,’Icra analysts said in a report.

Stating that the affordable housing
loans where the borrowers have limited
ability toabsorb major financial shocks, the
report observed that such loans are more
likely to come under pressure. However, a
significantimpactislikely tobevisible only
from April 2020, given that collections for
March 2020 would have largely happened
in the initial ten days of month, when the
lockdown was not in place.

Asfor the already-stressed SMEs, a fall
intheincomelevels fora prolonged period
could adversely impact the borrower’s
debt-servicing capability. Thus, the asset
quality issues are expected to aggravate

ANALYST CORNER

furtherin March 2020 and would remain
an overhang on the segmental perfor-
mance in the near to medium term.

In the corporate category,loan to real
estate developers could come under stress
as new home sales are likely to slow down,
with buyers delaying their purchase deci-
sions. “Labour migration and lockdowns
will also delay project execution, comple-
tion and sales,which would furtherimpact
the cash flow of this borrower segment.
With tougher refinancing conditions, this
segmentwould face higher delinquencies
and loan losses,” Icra said.

While MFIs have largely moved to cash-
less disbursements, collections continue to
be made mostly through cash,whichwould
beimpacted by the limitsimposed because
of Covid-19.“Some parts of the countrylike
Assam, parts of Karnataka, Maharashtra,
etc,arealready facing higherdelinquencies
because of political oradverse weather con-
ditions. The current scenario would com-
pound the effect and others depending on
the extent of the restrictionsimposed,’the
report said, adding that the fear of non-
availability of fresh sanctions from MFIs
could also slow repayments and prepay-
ments, which would otherwise have been
received by the MFIs.

& Voltas’ concerns shift to
demand from supply side

MOTILAL OSWAL

WE HOSTED A concall with Voltas'
management for an update on the
ongoing situation due to the Covid-19
lockdown. While the management
sounded optimistic, we note that
concerns have shifted from supply to
demand side going into the summer
season. The company does not foresee
any risk from the supply side as factories
in China have resumed operations and
material supplies have started reaching
India with a slight delay due to
congestion at Chinese ports. Currently,
capacity utilisation of factories stands at
~60% in China, which is expected to go
up to 80% by the first week of April.
Voltas is adequately covered with
respect to supplies in RACs till April
end. Inventory in channel stands at 55-
60 days, which is adequate for the peak
summer season. Demand side risks
have emerged on account of delayed
summer, coupled with Covid-19
lockdowns. Summers are delayed by 7-
10 days currently; however, according
to IMD forecasts, temperatures are
expected to be higher by 0.5-1.5
degree Celsius y-o-y. The company
remains optimistic to recoup sales post

lifting of lockdowns and does not
expect the entire washout of summer
season demand. Mitigation plan if
lockdown persists longer: Voltas will
adhere to cost-saving measures like
cutting ad-spends (can be 3% of sales in
peak season). Channel partners are
adequately prepared to tide over this
phase. In case of loss of entire summer
season (too pessimistic view at this
point of time), Voltas is ready to
increase its A&P spend subsequently to
liguidate channel inventory.

International order book stood at
22,100 crore, with Voltas receiving a
large order from Qatar in Q3FY20.
Execution of the Qatar order has begun
with no intimation from the government
on shutdown. Domestic projects have
shut down with most of the migrant
workforce going back to their native
places. Key concerns on working capital
have emerged in these uncertain times.
Since large exposure is toward
government projects, there is certain
visibility on the payment front, albeit
with a delay. The company expects
support from the government as some
of the projects are due for payments in
Q1FY21. The current order book stands
at 27,000 crore, with OB/Rev at 2.1x.

# Revise IHCL target price to
3139, Lemon Tree’s to 53

EDELWEISS

THERE SEEMS TO be no respite for the
sector as Covid-19 triggered travel
ban on foreign tourist arrivals till April
15 and massive lockdowns has
exacted a heavy toll on the industry.
While demand dip was factored in,
critically, solvency of players is now
under the cloud given the high debt in
the industry. Our analysis of IHCLand
Lemon Tree indicates that the former
is in a comfortable position given
limited refinancing needs and also
promoter backing. Lemon Tree, on the
other hand, needs further debt
funding in addition to refinancing its
FY21E repayments, unless is delays its
biggest hotel MIAL. Though Lemon
Tree's unblemished history & credit
rating, APG's backing and temporary
nature of the situation lend it funding
comfort, the situation needs
monitoring. Factoring findings of our
checks and recent developments, we
further revise down IHCL's ('buy")

New Delhi

FY21E Ebitda 23% with revised TP of
139 (171 earlier) and Lemon Tree's
('buy') FY21E Ebitda 14%. We are also
increasing Lemon Tree's cost of capital
with revised TP of 253 (265 earlier).
While momentum picked up in
January for the sector, a continuation
from Q3FY20, early signs of Covid-19's
impact started emerging in late
February. However, post our update
(Link), the government banned foreign
tourist arrivals till April 15, not to
mention the massive lockdowns.
Consequently, we estimate March
occupancies at around 40-50% for the
sector compared to historical 75%-
plus run rate. Based on the current
state of affairs and our interactions
with management, we believe this is
likely to spillover to Q1FY21. While the
impact on Lemon Tree could be
relatively lower given higher
proportion of domestic guests, the hit
will be significant across the sector;
we estimate Q1FY21 RevPar to dip
~30%,/25% for IHCL/Lemon Tree.



