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No 3-Month Relief for NBFCs, Ready
to Help on Case-to-Case Basis: PNB

Gaurav Noronha
&DeepshikhaSikarwar

New Delhi: Banks are ready to help
out non-bank lenders on a case-by-case
basis in the wake of the Covid-19 crisis,
though there is no automatic window
available to them to delay loan repay-
ments, Punjab National Bank mana-
ging director SS Mallikarjuna Rao sa-
id. He said there could be a bad loan is-
sueif the lockdown persisted for long.

PNB has offered a respite on %4 lakh
crore of loans to borrowers under the
three-month moratorium on repay-
ments announced by the Reserve
Bank of India, Raotold ET.

Some NBFCs have overcome asset-liabil-
ity issue to a certain extent, but still face
consistency issues... They need to be ad-
dressed on a case-to-case basis, to under-
stand what is the problem

SSMALLIKARJUNA RAO, MD, PNB

The bank has also started three new
categories of emergency-funding un-
der a Covid window: a scheme for ki-
san credit-card holders with an imme-
diate loan of up to ¥50,000; personal lo-
ans equal to three months’ average sa-
lary with a cap of %3 lakh to the
salaried class, which could be repaid
inthreeyears;andal0%
top-up on current
outstandingfor big-
ger accounts of
both individuals
and businesses.

HELP FORNBFCs
According to
Rao, there are

two categories of NBFCs. One is those
thathave managed totide over their as-
set-liability mismatch issues from the
earlier liquidity crunch by using the
long-term funding — targeted longer-
term refinancing operations (TLTRO)
— that banks had provided over the
past year and a half. The second group
comprises those that have overco-
me the asset-liability issue to a
certain extent, but still face so-
me consistency issues.

“That window (TLTRO) will
give some element of comfort
to NBFCs which are running
professionally well, having

tided over the problem of

the earlier asset-liability

mismatch,” Rao said. But
the second group may have a
little difficulty compounded
by the Covid-19 impact, he said,
adding: “So, they need to be
addressed on a case-to-case
basis, to understand
what is the pro-
blem.”
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BANKING ON HOPE

The economy will bounce back
from the Covid-19 crisis, says

SS Mallikarjuna Rao, MD & CEO,PNBp 14

‘Economy will bounce back from the crisis’

KR SRIVATS

New Delhi, April 12

For the 18-crore customers of
the newly-amalgamated
Punjab National Bank — which
has Oriental Bank of
Commerce (OBC) and United
Bank of India under
its fold from April 1 —
it is business as usual,
said Ch SS
Mallikarjuna Rao,
Managing Director & CEO, PNB.
The three-way amalgamation,
despite the Covid-19-induced
lockdown, has got off to a
smooth start for the
customers, although footfalls
in branches have dropped,
Rao told BusinessLine in an
interaction. Excerpts:

How has the merger with
0BC and United Bank
played out in the current
Covid-19 times?

There are three dimensions
to this merger — business in-
tegration, technology integ-
ration and human integra-
tion. Business integration

THE

INTERVIEW

has already happened — all
three banks have provided
similar products and ser-
vices; human integration
will take place and there
could be a spillover of one
month from the planned
date of April 30. Tech-
nology integration
was anyway mile-
stone-based, and
planned to be over by
December 2020. Am-
algamation has gone off
well. For customers, it is
business as usual, though
foatfalls have dropped at the
branch level, due to the
lockdown.

At what stage is the

human integration?

We had planned human in-
tegration by April 30. There
may be a spillover of a
month, Transfer of wvarious
leaders in the field that were
to happen between April 15
and 30 may get postponed
by 30 days. We had planned
massive restructuring of the

For customers of the
newly-amalgamated bank,
it is business as usual,
though footfalls have
dropped at the branch
level, due to the lockdown

55 MALLIKARJUNA RAO
Managing Director & CEO, PNB

bank in terms of circle of-
fices, zonal offices and pro-
cessing centres. They are go-
ing to be operationalised
from May 1 because of
Covid-19, provided the pan-
demic impact and lockdown
taper off.

Do you think Covid-19 will

badly affect the economy?

1 feel the economy will
bounce back strongly from
Covid-19. This is a wonderful
opportunity for domestic
MSMEs to play a critical role
and bring down the cost of
production for manufactur-
ers of finished goods.

How are you helping
farmers and MSMEs in
solving cash-flow mismatch
in such crisis times?

Over the last 10 days, PNB has
come up with four schemes
to help farmers, special help
groups, individuals in the
salaried class and corporates
tide over the cash crunch
that they may face now. For
Kisan Credit Card holders,
we are giving emergency
credit funding of 25 per cent
of existing credit limit up to
T50,000. Based on a simple
request letter, we are credit-
ing it to them to tide over
their cash problems. Simil-
arly, for SHGs, we are provid-
ing 5,000 per member and

maximum X1 lakh per group.
For personal loans, we are
providing three times the
monthly average salary up to
T3 lakh. All this can be repaid
in 36 months. We are increas-
ing working-capital limits by
10 per cent for corporates.

small and medium NBFCs
are anguished that banks
like yours could be tight-
fisted in extending RBI
announced moratorium...

1 don't agree that banks will
be risk-averse. They (NBFCs)
also need to put their house
in order. The liquidity win-
dow is open to NBFCs
through the RBl-announced
TLTRO. We are also open to
lock at their requirements
on a case-to-case basis. We
have made available a two-
page application on our cor-
porate website. Small and
medium NBFCs need to en-
gage with banks rather than
having a dejected opinion
that banks will not give
them credit.
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INTERVIEW WITH MD & CEO, PUNJAB NATIONAL BANK

‘Planned for credit growth of 8% ...
now we'll have to see how COVID
impacts and it may be around 6%’

HAVINGCOMPLETED the merger
with Oriental Bank of Commerce
and United Bank of India and nav-
igating through merger chal-
lenges, Punjab National Bank
(PNB)is nowrequired to support
itsborrowersand carry out direct
benefit transfersand other gov-
ernment schemes for the benefit
of the poor, amidst the coron-
aviruspandemic Speakingonthe
eveof PNB's 126th foundationday,
SS MAILIKARJUNA RAO,MDand
CEOQ, told SANDEEP SINGH that
thebankiscomfortable on finan-
cial and capital adequacy fronts
for now. Stating that while the
bank had earlier planned for a8
percent areditgrowthinFY21,the
COVID-19 impact may limit it to
around 6 per cent. Excerpts:

How is the moratorium relief
workingout for customers?

RBI has given moratorium for
three instalments and we have
passed it automatically to all cus-
tomers. Amongothersthings, we
arelooking at the fact that the
daily cash withdrawal require-
ments are met and electronic
transactions go through. We are
seeing that the moneyisgoing to
Jan Dhan account holders under
direct benefit transfer.

In the lastweek, we have re-
leased four new schemes. For
Kisan Credit Card holders, addi-
tional funding of 25 per cent of
theirlimit or Rs50,000, repayable
in periods. For selfhelpgroups, we
arereleasing funds of up to 5,000
for each member or Rs 100,000
for the group, and this is also re-
payable inthree years. Weare also
giving personal loan equivalent to
threemonths of averagemonthly
salary up to a maximum of Rs 3
lakh, which again is repayable in
three years. Then, we have an-
other scheme for big customers
which is additional working cap-

Till yesterday, around 15 per
cent had taken it. It has gained
pace over the last 2-3 days, both
at ATMs and through banking cor-
respondents. We are following
certain measures tomaintain so-
cial distancing and to avoid
crowding.

Do you see any uptickin credit
growth?

Our credit growth happened
till second week of March and it
was 3 per cent year-on-year. We

were running negative till Dece-
mber 2019. Wedon't expect in-

“Ourcredit growth
happened till
second week of
March and itwas 3
percentyear-on-
year. We were
running negative till
December2019”

‘SS MALLIKARJUNA
RAO

vestmentor other demand in the
first halfof the fiscal and expect
the investments topick upin the
second half onwards.

I»Iﬂwamyuu pmmmﬂ‘] both

No,wedon'tneedcapital from
the govemment. As of December
2019, PNB's capital adequacy ra-
tiowas 14.04 per cent, and at the
end of March 2020, we expect it
tobe around 13 percent, whichis
suffidentenough. RBI has recently
decided t defertheimplementa-
tion of the last tranche of 0625 per
cent of the capital conservation
‘buffer by six months from March
31 to September 30.SoIdon't
think we will be breaching the
commen equity tier 1(CET1) level
or capital to risk assets ratio
(CRAR). Itwillbe much more than
‘what is requiredby regulation.

In September, we got Rs
16000 aorebecauseofwhich the
capital adequacy is there. In
December, we tookRs 1500 crore
as tier 2 and we have asked the
govemment to permit for addi-
tional tier 1 for anywhere be-
tweenRs 3,000-4,000 crore. We
alsohave more headroomintier 2
to the extent of Rs 1,500-2,000
crore. We are planning these two
inthe first half of this fiscal.

As far as QIP is concerned,
‘whichweare planninginH2 , we
will assessafter the first combined
‘balance sheetis out after the end
of June quarter. That will be the

first balance sheet thatwillgive us
the position of CRAR. Originally
‘we planned for acredit growth of

8 per centand now we will haveto
see how COVID impacts and it
may be around 6 per cent.
Considering that, we will plan for
QIPorother means in H2. The
quantum we will finalise after
June quarterly result.

Why are banlks not extending
moratorium to NBFC term
loans?

It has not been extended au-
tomatically because the other
window of targeted long-term
repo operations (TLTRO) is work-
ing Already RBI has come with
two biddings and whatever fund
we get from TLTRO bidding, we
will berequired toinvest inbonds
or CPs of the companies. Out of
that, 50 per centis earmarked for
primary issuances and 50 per cent
for the secondary market.
Suppose a MF (mutual fund) has
invested in NBFC and the MF is
having aliquidity problem, wecan
purchase from the secondary
market. Besides, NBFCs can also
come in the fourth window that 1
spoke earlier about — the emer-
gency credit facility regarding
working capital.

While state-owned banks are
passing onrate cuts to
customers, private banks do
not seemto be so prompt. Why
this stark divergence?

If you look at the repo linked
lending rates, it is mandatory for
banks. When RBl cut thereporate
by 75basispoints lastrmonth, this
got automatically transferred to
retail and MSME borrowers be-
ginningApril Lldon't think there
is any option for private sector
lenders to not pass on that.
However, in case of MCLR linked
rates, thereductionsare notonex-
pected lines. We have alreadyre-
duced 30 basis points from April
1RBlistalking toeverybody.

The paradaxical position is
thatinspite of that, their credit
growth is much higher.

Canyou seea reasonto that?
Ithink that because of the set-
tlement of cases under the IBC
process, the loan
gone down. Suppose if Rs 10,000
aoreis settled, while the amount
received isonly Rs 5,000 crore (50
per centhaircut) butthe loan out-
standing is reduced by Rs 10,000
arore. Majority of theIBC accounts
are inpublic sector banks and pri-
vate banks have few. So, the credit
growth of public sector banks
should be understood more in-
trinsically with the outstanding
that gets reduced because of the
settlements.
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COVID LED TO 4K-CR
FRESH BAD LOANS ON
OUR BOOKS: PNB MD

Punjab National Bank's (PNB's) integration

with Oriertal Bank of Commerce and United

Bank of India came atatimewhen the

country was underlockdown. On the eve of

PNE's 26th Foundation Day, the bank's

managng directorand chief executive officer,
55 MALLIKARIUNA RAD, telk
Somesh Jha how coronavinus

hasimpacted customer
—  outreach programmes related

= 1o the amalgamation.

‘Covid-19led toX4K-cr fresh NPAs’

Punjab National Bank's (PNB's) integration with Oriental Bank of Commerce (0BC) and United Banl of India (UBI) cameat
atime when the countrywas in lockdown to mitigate the impact of the coronavirus disease (Covid-19). On the eve of
PNB's 126th foundation day, the banl's Managing Director and Chief Executive Officer S MALLIKARJUNA RAO tells Somesh
Jha about the pandemic's impact on customer outreach programmes related to the amalgamation. Edited excerpts:

Which sectors have been most affected by
Covid-19?

‘We haveseen animpactonapparel and textiles,
autoand auto components, aviation, tourism, and
financialsectors—including non-banking finance
companies (NBFCs), building and construction. We
donothave huge exposuretoaviation, exceptJet
Airways, whichis already a non-performingasset
(NPA). The micro, small and mediumenterprises
(MSME) segmentwill have a problem. In the apparel
sector, the issueis thatthey import raw material
from Bangladesh, manufacture it here and export. It
will take more forthemto come backto normalcy
and their accounts will be under stress.

‘What isyouroutlook?

There canbeanimpact on profitability as there will
be more NPAs. There will be some slippage, which
will have to be accounted for and it will impact
profitability.[amexpecting that things will
improve from October1.So, there will be an impact
of 6months.

Howlongcanwe afford alockdown?
Itisnot aquestion of affordability.
We will continue tosupport our
customersin the crisis, but there will
beanimpact onthe creditoff-take.

Howhave your targets changedfor
thisyear?

We had planned for creditgrowth of
8 per cent, but because of Covid-19it
willbe around 6 per cent. On
NPAs/slippages, we are keeping our
fingerscrossed tosee how the first
two quarters pan out. We have seen
animpact of¥4,000 crore, majority
ofwhich are MSMEs and retail
accounts, for the bankin March,
whichotherwise wouldn’t have

IMPACT

“"THERE WILL BE
SOME SLIPPAGE,
WHICH WILL
HAVE TO BE
ACCOUNTED FOR
AND IT WILL

PROFITABILITY. |
AM EXPECTING
THAT THINGS WILL
IMPROVE FROM
OCTOBER1"

Butbyand large, it'sbeen extremely smooth.

Canthe operationsofbranchesberationalised
duringlockdown?

Insome patrts, it can be done, butourbranch
operationalratio right nowis 92-95 per cent across
the country.

How are you preparingfor lockdown extension?
As farasbanksare concerned, there are no
problems aswe havesufficientcash: we are
calibrating branch activities, too. The impactis on
amalgamation. Effective April1, certain activities,
suchascustomerand employees’ outreach, human
resource deployment, whichwe had planned to
complete by April15-30, will be pushed back by a
month.

‘Weresomeproductlaunchesalso delayed?
Asoftoday, all our products have been harmonised.
Eventhoughdatabase is different forthree banks,
we have customised. Forexample, human
deployment, changing ofthe name
boards, whichwas to start from April
1, hasbeen postponed by a month.

Howhave many customers availed
the three-monthmoratoriumon
loanrepayment?

We have given the facility toall
borrowers, except NBECs. Opting out
isautomaticif customers paythe
money.So far, loansoutstanding of
aroundz34 trillion, out of the total¥7.5
trillion, have been postponed for the
mergedentity (PNB).

Isthe bankhelpingits borrowersin
anyway todealwiththe situation?
We have released four new products:
For farmers— 25 percentof their

impressingupon such borrowers thatsince
additional demand for interest is not there for
March, Apriland May, the overdue amount as of
March1canbe paidtill May 31 so the account
remainsstandard. Because of the lockdown, we are
tryingtoreachoutto such borrowers by April 30.

How many suchborrowers are there?

The SMA-2accounts, outstanding asof March 1, that
have become NPAs for PNB till March 31are tothe
tune of 2,000 crore and for the combined entity. are
around34,000 crore. Thiswouldn’'t have happened
ifthe Covid-19 pandemic hadn't hit the country. But
quarterly slippageswould not be high. Thisloan
amount 0f¥4,000 crore has the potential for
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