‘BoB aims to bring down net

NPA to ¥15,000 crorei
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S Javakumar, managing
director and chiel executive
oflicer of the Bank ol Baroda,
says the bank will ook to con-
solidate net non-performing

asset (NPA) below 115,000 crore in
FYZ20. Edited excerpts [rom an inter-
view:

Yourloan growth has been good

at 13% but it is lower than the

previous years.  amonly looking
atdomestic loan growth.

In the past, the focus was on terminal
balance sheet, which is not necessarily
the wisest thing to do. Now our [ocus 1s
on average balance sheet. On an aver-
age basis, our balance sheet grew by
[8.75%. The terminal numbers were
lower because last year the growth hap-
pened entirely at the pointof the termi-
nal number, while this yearit has been
consistently growing. So that is one
metric tolook at it.

The second data to look at is net
interest income (NII), which has gone
up by 25%. Thatisreflective of the fact
that the underlying assets have been
both strong and also that the margins
have improved. So the combination of
these two things has resulted in that
and has automatically resulted in asub-
stantially improved operating prolitas
well.

Overall now our focus is to tell peo-
ple don’t push for last day balance
sheet. Just focus on average Lo average
and we only look at that data point. As
our internal measurements have gone
average toaverage, we only look at that.
We don't look at the end ol period
number.

Post elections, almost every

important person in the finan-

cial sector only spoke about
liguidity not being available.

Whenyou ask the regulator, the

regulator says we have given the

ability to bring down LCR

(liquidity coverage ratio) and

lend but most of the banks have

not used it. IHHave vou used this

LCR reduction win-

dow?

P.S. Jayakumar, MD and CEQ, BoB.

quality assets and given the point we
have with respect to non-performing
assets (NPAs) and we cannot take more
margin ol error being what they are,
evenrisks that you consider to be high
can effectivelybe lowered if the struc-
turing is done better. So now we are try-
ing to focus more and more on eco-
banking, the entire ecosystem. So,
whateverwe [inance, it turns out to be
ofa better quality than before.
When Dena Bank and Vijaya
Bank get into, which they are
from | April, is the treatment of
bad loans across the board simi-
lar? For instance, vis-a-vis Infra-
structure Leasing and Financial
Services (IL&FS) or any of the
housing finance companies or
Anil Dhirubhai Ambani Group
(ADAG) companies, which have
defaulted, have they
recognized it like you

We have not stopped
lending. We continue to focus on grow-
ing the balance sheet both on the
deposit side and the loan side. So that
aspect continues.

But not as fast.

The baseis also different but if I were
tolook atit, the average balance sheet
growth ol'18.75%1s good. It is possible
thatatend of the period we didn’t push
hard to retain some numbers and it
went down. My guidance for the next
vearis to continue to see a 15% type of
erowth.

How would vouanswer the accu-

sationthatrisk aversion is there

among bankers or thatjust cau-
tion is not allowing too much of
depositorloan growth?

The loan growth has been around
[8.3% and even if you were to take the
end ol period number around 3%, but
our growth has been less than 1%.

It doesn’t signily risk aversion.
Rather I would say it signifies the fact
that we have been locused on higher

have?

Wedid explain to the auditors of the
company and the chiel financial oflicer
that here are the policies thatwe had. In
[act, we identified at the time ol com-
puting the stock swap ratio and to my
understanding all the changes that
need to be done have been done. Not
onlyonaccountof treatment ol provi-
sions [or NPAs but also for example tax-
ation treatment or accrual for
expenses. [tispossible that something
has been left behind but as [ar as we
know, those have been covered com-
pletely. So we start on a same basis
when our opening balance sheets were
made on [ April this year.

You have taken a giant provi-

sioning and improved your pro-

vision to almost 80%. Now with
the merged entity, how good will
the provision cover look?

Here iswhatitis doing tous. On the
net NPA number, we are at 3.3%. [ think
the consolidated net NPA of all the
three banks put together is around
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3.63%. So that hasincreased, but not to
a very significant extent. It is a 10%
liquidity ratio if you will.

In terms ol absolute net NPA, which
has been the one area that I preler to
focus on, we have been able to bring it
down to 15,000 crore this quarter in
Bob or the legacy BoB, which is the
lowest we have had in many quarters.
That number moved back to 123,000
crore. Sowe have alotofwork todoin
the next quarter to come back to the
U4,000-15,000 crore of absolute NPA
because at theend of the day, therisk is
represented by absolute NPA.

I knowitisalittle dif-

ficultbut are you rea-

nkFY20

[inancial sectorand the I'T and all. The
balanceiswithrespect to projects that
are generally completed and in good
shape.

However, what is happening with
respect to provisioning is that some ol
these are marked as or classilied into
red, vellow and green. Therefore,
though the projects are on the vellow
side, we endup having Lo create provi-
sions because we don’t get paid not-
withstanding the money being in the
account but as secured creditors, we
don’t have anvreal problem.

So is that why you have only 21%.

That 1s right. The balance on the
12,300 crore—truth besaid we need (o
take more. We just don’'t want to shy
away [fromit, but given the high cover-
age ratio we have got particularly in the
1900 crore of provisions we have taken
which would hopelully get realizedin
June or July, I think there is sullicient
headroom for us to bite that provision
in this quarter or the next when those
amounts get realized. So we are not
very alarmed about it.

Thelast element of this provision is
the underlying nature ol the assel.
When we take Dena Bank's assets and
distribute them over the rating curve
and take our assets and distribute 1t
over therating curve, the numbers are
different. So there could be some accel-
eration Irom standard accounts in
those portfolios relative to ours
because of the way the rating is distrib-
uted and those are all the data we have
shared.

Jut Istill think those are not of sulli-
cient magnitude to change the direc-
tions we have generally given to you,
whichis that we expect net NPA num-
bers to come down to 2.5-2.75 and to
minimum as we 2o into the next finan-
cial year and the absolute net NPA to
trend towards 15,000-16,000 crore,
sowe see that happening.

[ hope that there are
some positive surprises

sonably confident ‘Whenitcomesto andwe will manageit.
thatyouwillnotseea NBFCs, the IL&FS Sothis 3.6 won’tgo to 4
jump in the stand-  exposureis quite beforegoingto2.75?
alone BoBiflitis pos- high, around [ hope not but as I said
sible because we still 35700cr. But the ¢ must realize that we
hear of stress 111321111- positive thing is l.lf“ ¢ }__’,l‘.-'U‘l] lhfﬁ l.dft.i‘—ll']t:'
of the housing . scoring patterns are dil-
finance companies only ¥2,500cr is [erent especially on the
(HFCs)in IL&FS, the tothelTandthe  \ioyE side, portfolios
unrecognised bit or  financialsector’ 4y he standard and they

real estate compa-

nies. Will there be

this surprise NPA springing up?

Withrespect to thereal estate sector,
our exposures in BoB has been very
muted. We have not traditionally lent
too much to the real estate, construc-
tion site. The bulk of the real estate
exposures have been connected with
the loan against discounting of rental
incomes and [inancing properties till
the time they became eligible [or rental
income. So I don’t see that as an issue
now.,

When vou come to non-banking
[inancial companies (NBFCs), we have
ool three hot accounts we need to talk
about. One is IL&FS and the IL&FS
exposure is quite high. It is about
15,700 crore but the positive thing ol it
is only 32,500 crore or less than that
12,3500 crore or thereabouts is to the

may be the same but one

can throw up more NPA
relative to other. So we have to prepare
ourselves foritand I won’t say there is
going to be a surprise but we have to
keep cognizant of the fact.

Your SMA-IIis only 1.9% and in

several quarters, your SMA-II

becomes the NPA afew quarters
down the line. Going by that
should your NPA not be more

than 1.9%?

Weare forecasting for the next year,
on a consolidated basis, for guidance.
Our expectation is that our loss rates
will be closer to 1% on the asset balance
sheet basis. This assumes our balance
sheet would be in the 7.25 trillion
level. Somaybe 17,000-7,500 crore of
provisions next year overall is what we
are expecting.
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