JAITLEY THROWS BALL .I NTO BANKS' COURT u
NO Paln, No Gain
PSU Banks’ Moment of Truth

With ameagre Z10k crallocation, lenders are in fora toughtlmeas assetqualityisonasteadydecline
and mitigating factors like Sarfaesi, loan rejig, securitisation fail to fire up, writes Atmadip Ray

for anyone in the Union Budget,
it was for state-run banks - no
more doles.

Aftersetting financial p to

If at all there was a blunt message

“Assetquality improvement will be the
single most important factor; especially
for PSU banks. They need to expedite
NPA resolution and make their credit

and governance struetire ro-

achieve with his Indradhanush in

August 2015 on infusion of fresh capital,
finance minister Arum Jaitley has sane-
tioned just 710,000 crore for b

bust toget the benefits of raform meas-
ures,” said Naresh Makhijani, partner
amlheaﬁuf financial services, KPMG

his resolve to see results from banks be-
fore openinghis purse strings.
Fora segment that needs at least

inIndia. fon |5equally
important at this Juneture.”

Despite liberal restructuring plans
from the RBI, banks werenot able to lift
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loans from banks.

Indian bankers may need to act like
their counierparts in the West where
taking a haircut to the value of loan as-

asset reconstruction

ade, banks have not reaped the benefit
of securitisation to the fullest. Unlikein

¥75,000crore in the next two yearsases-  many companies out of debttrapaspro-  the US, where 50% of the homeloan
timated by ratings company India Jjects have become unviable and the debt- market is , just about 5-6% of
Ratings, the sanctionedamount isjusta  to-equity structures aresobad that they  the ?5lakh croreof India’s housing fi-
dropin the oceanwhichmaynotbesuf-  justcannotberedeemed. Bankshavetq  nanceloamsaresecuritised.
ficient to fund the economic growth as-  take harsh steps. They could do this “Itis important that banks keep their
pirations, Anditisnotgoingtobeeasy  onlyif the judiciary is willing. costs lmdarmnhv},wldent‘he.lrcu&
for these banks to raise funds from the Consider this: While banks had re- base and increase revenue|
market unlike thcirﬂlaéxwm _ ferred 46.54,758 cases involving %2,21.474 mtumgannksnwdtochnngemeir
government shot i e crore to Lok Adalars, debt recovery rl- mlemanmrermenmry 1 custom-
muchmoreon additional recapitalisa-  bunals and through Sarfaesi(the ers,” said Kalpesh Mehta, pm-mur
of state-owned banks, which iseru-  Securitisation and Deloitte India.
clalforthe growthof economy andin: gy Financial Assets and Bankers are spooked by therecent ar-
sector,” says. il Publicsector  Enforcement of rests of IDBI Bank executives in connec-
Bawa, managingdirector at IL&FS panksneed  SecurityInterestAct)  tionwith the Kingfisher Aitlinesloan.
Financial Services. atleast channels in2015-16.they  They may be goingintoashell duetoin-
Jaitley’s sanctions should not have 775,000 crore  could recoveronly sufficient backing from the government
shocked at allgiven that the finance inthe next 22,768 crore, or just fior their official actions and investiga-
ministry’s thought process wasarticn:  pwoyears, about 10% of the total. tionagencies with not much exposure to
lated by Chief i accordingto  Non-performingasseis  financial decision rnaJdnggnmxlmnf
Arvind Subramanian inhisEconomic  apestimate  ratioin i
Survey a day earlier by ratings doubled tod.4% on Macﬂvaﬁmufthahnmmam
The thnumtg;:uassmthe govern- company March 31, 2016 from stﬂnwtndelsjustahupemdltmay
ment seems to bethat if youkeep pour:  pngjaRatings  4.8% a year back. beawhile before it
ingcapital into banks without them o i likcathe bankruptey courts inthe
seepmomhegﬂsonmmemm - quality and consequent profitability and the famous Chapter 11 filings.
‘whatever reasons, it was just into @ PSUbanks, it wasexpected  Theasset ity challenges are not go-
ablack hole. that the government would stepup ingtoend inthenextfew quarters,said
“Recapitalisation, for all its impor- quantum of recapitalisation, butit was director Rajat Bahl. “While
tance and atiention received in public maintained at 210,000 crore,” says the annual review by RBI went a long way
discourse, isnot the need of the hour,” Nilesh Parikh, te inidentifying bad assets in the bank's
says Subramanian. “Not the main need weiss Securities. ‘books, therearestill many assets
atany rate. If the government promises The government and the RBI may have  in the corporateand MSME books of
unduly large funds in the set the stage for banks to address their PSBsthat could putfurther pressureon
banks may grantexcessive debt reduc- iggest worty - deteriorating credit’ assetquality” :

& tions.” But if banksdonotreceivesuffi-  quality - with a series of reformmeas- But the flip side of it beihat_the
cilent assurance on funding, they will ures suchassettingupof the Insolvency government is to i
notbe able to grant ies eno and uptcy Board and the forced ‘more capital to banks as ithas donein

ief. clean-up of balance sheet, but banks the past when it had given more than
While the government may havebeen  now need to pull up socks and deliver. budgeted funds, butbr]ngingitmtmhe
recapitalising banks more than what it ‘The latest in the reforms lististhe Budget document might have

enough on recovery Any tighteningin
recapitalisation may make them go af-
ter the defaulters and ensure that ever-
greening of loans donothappen with in-
numerablerestructuring schemes.

Budget announcement to allow listing
and trading of security receipts issued
by asecuritisation or arec

onstruction
mwmsﬂfmimwhm
will d 1

starved secnrltiaanun companiea and
offer larger headroom to buy sticky



