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BANK PLANS TO BRING DOWN BAD LOANS TO BELOW 6%

NPA Issue has Bottomed Qut;.
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'NB Head

Some stress likely in smalier segments such asagriculture; §emmdmr mtaﬂomsbmncing back, says new MD Rao
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Wearealsoseeing

Deepshika.Sikarwar
@timesgroup.com

NewDelhi: There is nosecond wa-

muhmm
meree in festive sales is

] ign,” he said, Ecommerce:
veof badloans, thoughsemeunex-  (eMand for ecomm retail and Amazon

pected cases have come 1p, said 88
Mallikarjuna Rao, new managing
director of the Punjab National
Banlk (PNB) that is prepping itself
to amalgamate with two other sta-
te-run banks.

There isalsoa turnaronndinthe
sentimant and demand 1s ecoming
back in the retail segment, Rao
told ET in an interview, adding
that the improvement will reflect
inthe data with alag. The destres.
sing of the NBFC sector |s provi-
ding impetus tothe retail sector

On the concerns over new non-
performing assets (NPAs), Rao sa-
id it can be bifurcated into two
parts, “As far as the large corpora-
te and direct lending segment is
concerned, we can say almost it
(NPA situation) has bottomed
oul," he said, adding that there
maybemmesheeatnmaﬂorseg
mentssuch asagriculture,

Banks have started receiving
shocks from unexpected qua‘rters.
hesaid, mentionin IIHB DHFL
and more recently | and Alti-
ugh, DHFL has nat
defanited tilldate butadefaultals

later date knotmladmtcgﬂph- NBFC, buttheen-

tely Our exposure is

£1,800-2,000 crore. Aadhar Hou-
sing isnot a problem at this point
in time. HDIL is not going to im-
pactallthe banks, it's restricted to
PMC B:mk," he said, pointing out

lending though compari-
soncan'tbevery hugeat
this point, but momen-
tumseemstobe there
the troubled cases,

PNB chief said fasterresolutionof
NCLT eases should also provide so-
rmhalanclngmmugh a good amo-
unt of write-hack of

provisions.
The bank is confldent of bringing
downnet NPAs tobalow 8%,

A reasonahle majority of the non-
hanking financial  companies
(NBFCs)are inabetter shape ifyou
compare thelr position In October-
Novamber 2018, Rio said, adding
mhmm-hﬂhaﬁmm
firms tomove into lending.
“If you look ata vear-
on-vear 'basis, len-

* (MSMEs) is done by all banks, as a
result, mmmgl isautomatic. andalsothenet NPA. Though con-

which'

“What we have seen In the scom- arlawafsmn -Tl-l-l'l.e!iuarhsr

a mﬁ
W

Rates will be reduced by 25 basis
rate cut. “That isthe segment whe-
re the pain is felt more," ' said Rao,

Ineorporate segment, w
toreduction of MCLR based o re-
po rate, bank will take a call at the
enﬂdthemmﬂh.
‘He sald while banks are cuiting
lending rates, they wersnotabla to
get the reduction In the Hability

sheet,” R - cutstoalso provide impetustothe “RBI shonld ageressively also
a0 said, adding percola- ¢ pmm

thinkof allowingthe depositrates
tobedynamie, variable,” hesaid.

FIMANCIAL

In terms of PNB's performance,
the hank MD sald cradit growth
hﬂhemmtmtheﬁrsthalf but

bank would do mueh better in the
second half for an overall 10% cre-
dit growth, Hesaid the response to
district-wise outreach has been
good. “The first objective is to cre-

- ateapositive envivonment,"”

The bank bas received 18,000
crore incapital, "We will be able to
handle the adhering requirement

sldering the current events it wo-
uld be a challenge, but we will
work towards keepingnet NPAs at
6%, Raoadded.

Bank has already started pre-
merger activity PNB will merge
UnitedBankof mdla and Oriental
Bank of Commerce with itself Ha
assorted that no jobs will be lost
even they are In the pro-
cessof ghranch spread.

. TROUBLED CASES

DHFL has notdefaultedtill date, but
defaultisn't ruled out. Aadhar Housing
~ isnotaproblematthispointintime.
HBILisnntaolngmhMaﬂﬂnbaIﬂfs
'SSMALLIKARJUNA RAQ
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&% CEC PNB. Shii MaiRkarjuna Heo
WD & CECPNB, Shri Malwwar]

¢ Statemant ob the ABlS

Jonetary Policy

mmmmmmbyamh.
515% by RBI s widely i line with market |
axpectations. Further, RBI has continued with an

‘shance, suggesting possibiity of

!ﬁsmmmdaxpiushm

be
fiquidity 1o nol only UpIik the sentiment
%ﬁ;mmmm

BUSINESS STANDARD

Qor . orate tax cut Wlll

fter being manﬁging director and chief
ahabad Bank since September 2018.
ies five months before the bank goes

of an amalgamation with Oriental Bank of Commerce {0BC)
and United Bank of India. in an interview with Somesh
Jha, Rao spoke about the road map of the amalgamation :
and how the corporate tax cut and repo rate-linked

products will impact the finances nfhamks Excerpts:
mmmméﬂthmmmmmw

mmmhmmmmmmmdmm
dipinthereporate, thereisan instantanecusimpact on the
balancesheet. Oneoprionistoapplythereporate tothe
current account and savings account (CASA) deposits. butyou
run theriskoflosing CASA. Fixed depositaccountscannotbe
linked toafloating rate, like therepo rate, asinterest rate must
remain the same duringthe period of contract, say for five
years. The RBIshould permitavariableinterest rate deposit
scheme. Ifthereisan external benchmark ratherthanarepo
rate, wecan linkittothe Mumbai Interbank Offer Rate, There

MERGER TALKS |
On employees: THERE IS NO REQUIREMENT
OF VRS WINDOW. WE NEED ALL EMPLOYEES

On branches: THERE WILL BE OVERLAP

OF BRANCHES BETWEEN OBCAND PNB IN
HARYANA, PUNJAB, AND DELHI

On organisation structure: THERE WILL
BE SOME DECENTRALISATION THROUGH WHICH
THERE WILL BE DIFFERENT DEPARTMENTS
HANDLING COMPLIANCE AND CONTROL

On corporate loan accounts: WEWILL
TRY TO HARMONISE MULTIPLE COVENANTS ARISING
OUT OF BORROWERS WHO HAVE TAKEN LOANS
THROUGH MULTIPLE BANKING ARRANGEMENTS 38
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RBI'should permit variabje interest
rate deposit scheme: PNB MD & CEO

Arterﬂmalmmuno:PNEwith
OBCand United Bankefindia,
whatwill the structure of the -
organisation look like?
If you look at the integration
exercise, there are three sides 1o
it: Business, information tech-
nology, and employees,
Employee integration further
has two dimensions to it:
and perks, which will be equal;
setvice conditions will remain
the same, so there won't be an
Issue. The second one is emo-
tional integration and we will lnnﬂwmtrallsedmcm:we,
have to ensure thisovera what will be the impact on the
period of time that there is headcount ofthe bank?
feeling of positivity at the time Initially, we will draw from the
of amalgamation, existing lot. Then we will look at
Beyond these three factors, efficiency parameters and assess
the biggest challenge wouldbe  the Tequirement of employees,
to meet market-level expecta-
tions and modelling a proper Whathappensto corporate loan
risk control and compliance accounts? Do the terms
mechanism within the organi- toitchange afterthe
sation. There should be aroad If corporate accounts are
map regarding risk under a consortium,
appetite of the bank, covenants are har-
depending upon the monised already, But
market conditions and ina multiple
how it is going to lay arrangement, there are
down its policy for issues. We will try to
assessment and appetite. harmonise multiple covenants
Since the organisation is so arising out of borrowers who
huge, there will be some have taken loans through muii-
decentralisarion through ple banking arrangement from
which there will be different OBC, United Bank of India, and
departments for compliance PNEB, But such cases are fewer
and control, in number,
In public sector banks, both the three banks have? _
ctions of control and com- OBC and United Bank of India
pliance are being done by busi- have no subsidiaries and only
Tess units, like zonal offices. PNB has. OBC has ajoint venture
When the organisation lnCa.naraHSBCOriemalBankof
becomes outsized, it becomes Commerce Life Insurance and

somewhat tough to handle, The
10ad map will be, after
amalgamation, how control
and compliance can be decen-
tralised, with over 11,000
branches and more than
100,000 employees, We will
segregate the compliance rofe,
and at the zonal level, we will
bring about & separate entity,
which will ensure compliance
at the circle and branch offices,
We will go one layver down in
the initial stage and see

how it is being monitored and
look at the future,

we have one in PNB MetLife, We
will look at the regulatory guide-
linesand accordingly, plan,

Somahlnxmminom
company, according

to requirements?

It can have stake in one fnsur-

ance company and less than 10
per cent stake in the other.

Itis understood that the
Baroda, Vijaya Bank, and Dena

Bankwill take piace by
Deeembermu.lsttﬁshowloug

amalgamation takes?

It depends on how long you
take to integrate technology, as
human resources and business
integration can happen imme-
diately. If you prepare pre-
migration activity meticulous-
Iy, integration time can be
reduced. We will be holding
talks with Infosys in the com-
ing days and Prepare a road
map on the timeline,

‘What aboutbnnehvwﬂap?
The overlap will only be between
PNB and OBC and not with
United Bank of India,

Whatwill be the share of

That will be difficult to share
right now. It will mostly be in
Haryana, Punjab, and Delhi.

wmyuuoﬂerw]unnry
retlremmls.chemem
toemployees?

There is no requirement

of the VRS window, Wa negd
all employees,

deommpnucym
acﬁonhyﬂ:almanduhlrp
dquhmdmmlc

Economic growth is not solely
dependent on the repo rate,
And the government has taken
important steps to address it,
especially the corporate tax cut,
Which will bring new invest-
ments in infrastructure proj-
ects. The stress in the non-
banking financial sector has
@ased out, compared to the situ-
ation we had in October-
November 2018, Bankers have
since reached out to the NBFC
for lending. The government
has also cleared certain misgiv-
ings in the automobile sector.
Policy rate has come down
heavily in the past one year and
from Qctober 1, banks have
introduced repo rate-linked
products in retail and micro,
small and medium enterprise
(MSME) loans. Hence, trans-
mission of rate is automatic. All
this has created positive senti-
ment and we seck an uptick in
retail and MSME credit, /¢
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Inits new avatar, PNB to focus on digital transformation

Fully geared for amalgamation with Oriental Bank
and United Bank, says MD & CEO Mallikarjuna Rao

KRSAIVATS
Nesw DeIh, Detober
Punjab NMational Bank
(PNB) wants to
transform  itself

large bankand
will soon em-
brace  newer
concepts [ike
Applica-
tion

based *open banking' platform

ber of rﬁmﬁl bank: branches

will help PNB get a more accur- — under & combined entity will
ate plcture of a o s fin- be rati . We will facilitate
ancial situation and risk levelso  the current king of custom-
Programme Interface  (API)  astooffer better loan terms. For ers who fesl banking is required,
driven “open banking”, lts newly ¢ 5 it will help ger . but not the hankers, We will ad-
dppointed Managing Director &  more accurate picture of thelr  aptopen hanking shortiy We are,
CEOSSMallikarjunaRao said.  own finances before ilmost limiting the
“We (PNR)have o become  taking on debr and E"‘ “—m".wm of acus-
3 more digitalised bank.  avail of other bank- stRCRTURRRS et (0 yidie dho.
| There s no choice for us.  ing producis and ser- R B A bank branch” he
Fora bankof thissize, ifwe  vires. s o o" said.

want to survive in the mar- Rao, who has over - ‘The amalgamatinn

ket agalnstfull blown com-  three decades of ex. 2= of ENI, Oriental Ra

petition we will have o perience as a banker,

transform ourselves  shared some of his E
Into a more digital  strategic plans for
ised service delivery  the combined entity post amal-

banking" Raa rold
Businessiine in an
Interview,  two
days after he as-
sumed charge,
An API-

gamation with Orlental Bank of
Commerce and United Bank of
india with effect from Apsl 1
nextyear.

“#s we move into becoming a
more digitalised bank, the num-

cements.

. fummumim‘

will lead to a bank
witha combined husiness mix of
Tig lakh crore and have over 1
lakh employees and 2 network of
H,278 branches,
“Theredsmoplantoreduce onr
employee strength despite em-
barking on new technological
advancements. All thelr perguis-

 ites and salary will continue un-

der the proposed newentity” he
said.

Business growth
Rao said PNB will not lose focus
onbusingss growth while under.

golng the transformation ofam-
i n. "We don't want to
ake aur eyes off growth despite
proposed  consolidation  and
mergers. We want overall bus|-
ness growth of afleast 12 per cent
I02018:20, 2020-21 and 2021-22.
We would like to retain our
number two position in the
Years to come in the banking
space," he sald,

Nirav Madi scam

Bank Rao said PNB, which went
and

through turbulent times in the
last few years post the T13,000-
crore Nirav Modi perpetrated
scam, is almost now "out of it”,
but the scar remains in terms of
perception.

"There are three or four di-
mensions to this — legal course
of action on the employees in-
valved in the proceeding (we
don't want to intervene in that)
provision in the books of ac-
counts and this has heen done;
real recovery where efforts are
going on and fourth is ‘percep.
tion' where there Is some more
workto de," hesakd,

Rao also said that checks and

balances have been introduced
by the RBI and PNR is also stare-
Ing o implement more meas-
ures on the risk management
and control frant,

Townhall meetings

To assure customers that busi-
ness will be as usual post amal-
gamation, Rao said he would,
along with the chief executives
of the other two banks, travel
around the country from Octo-
ber 4 to hold “cownhall” meet-
ings.

"We would like to hold on o
all the customers of the three
banks. We don't want any appor-
tunity to be ghven to otr custom-
ers to feel displeased that we are
not giving any service,” he said,

Rao said PNB, along with OBC
and United Bank, was working
on business, technology integra-
tion and employee integration,
“We will create 2 unified organ-
fsation culture ultimarely after
the integration. Consultants will
anly be facilitators to provide
support. We understand our ana-
tomy much better than consult-
ants,” he added, &L
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