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MANOJIT SAHA
Mumbai, 1 July

Centrum Financial, which was recently
granted ‘in-principle’ licence by the
ReserveBankofIndia(RBI) tostartasmall
finance bank (SFB) after the lender
evinced interest in acquiring Punjab and
Maharashtra Cooperative (PMC) Bank,
has asked for 20 years to repay Deposit
Insurance Credit Guarantee Corporation
(DICGC) after the insurer settles the
depositors’ claims.

PMC Bank was put under restrictions
in September 2019 following financial
irregularities. Last year, theRBI-appoint-
ed administrator of PMC Bank invited
bids frominvestors for its reconstruction.
CentrumhadmadethebidforPMC, joint-
ly with Resilient Innovations Private
Limited, known as BharatPe— a fintech
company.AfterCentrumstartsoperating
asanSFB,aschemeofamalgamationwill
bedraftedbythegovernmentandtheRBI.
After PMC is merged with the SFB, PMC
depositors will be allowed to withdraw
their deposits.

Depositors up to ~5 lakh deposits,
whichareguaranteedbylawifabankgoes
belly up, will get their full money back.
The DICGC, which has been roped in to
support the revival process of PMCBank,
will pay the depositors. The amount that
DIGCG pays to depositors for claim set-
tlementwill become a long-term liability
forCentrum.

This the first instance in recent times
that DICGC has been roped in for the
revival for a failed bank. Deposit insur-
ance cover was increased to ~5 lakh from
~1 lakh during this year’s Budget, mainly
to facilitate revival of PMCBank.

Centrumdeclined tocommenton the
issues. An email query sent to the RBI
remainedunanswered.

Thedepositmatrix
Sources also saidwhile 95per centof the

depositors will be covered by the insur-
ance scheme, the payout for DICGCwill
be only ~2,230 crore. As of March 31,
2020, PMCBank’s total deposit basewas
~10,700 crore. After RBI increased the
withdrawal limit to ~1 lakh in June 2020,
84percentof thedepositorswereeligible
to withdraw deposits. Sources said the
amount withdrawn so far is close to the
total amount that could have beenwith-
drawnafter the limitwasraisedto~1 lakh,
whichwas ~850 crore.

“Smallerdepositorshavealmostwith-
drawn their entire amount that was
allowed,” said a source.

If 95per cent of thedepositors’ claims
are to be settled, deposit withdrawal
wouldbe around ~3,100 crore.

Thereare43,000depositorswhohave
depositsofabove~5 lakh.Thesearemost-
ly individualdepositors, thoughthereare
about 2,000 cooperative societies and a
fewhundredsofgurudwaras.Sourcessaid
institutions’ deposits are around ~2,200
crore.Thisalsomeansindividualdeposits
of more than ~5 lakh constitutes nearly
half of thebank’s deposit base.

There are about 1.3milliondepositors
of PMC Bank, of which close to 400,090
are opened under the Jan Dhan scheme,

which are mostly zero balance deposits.
Effectively, thereareabout916,000depos-
itors at present.

Large depositors are worried about a
raw deal since there are talks of a haircut
for deposits of above ~5 lakh. How the
large depositors are going to be treated
will bedecidedby the schemeof amalga-
mation,whichwillbefinalisedbythegov-
ernment and theRBI.

PMC depositors face a double wham-
my because they have to pay tax on the
interest on their deposits, as mandated
by the Income Tax Act, even if they are
not allowed towithdraw thedeposits.

Shareholding
According to the plan given to the RBI
by these entities, Centrum will have to
bring down their stake to 40 per cent
from50percentwithin fiveyearsofcom-
mencing operations, in line with the
RBI’s on-tap guidelines of SFBs. Bharat-
Pe, on the other hand, will see a steeper
dilution, from50per cent to 10 per cent,
within fiveyears.Theshareholdersof the
proposed SFB have committed ~1,800
crore capital for the bank – ~900 crore
for the first year and the remaining as
andwhen required.

Roleofshareholders
Centrum’s role in the SFB will be mainly
intheassetsidethatwill focusonlending
tosmallandmediumbusiness,giventheir
experience to run an NBFC. The branch
business will also be looked after by
Centrum.

BharatPe,ontheotherhand,will focus
onthe liabilitiesside,apart fromthetech-
nology.

BharatPe recently acquired Payback
— a multi-brand loyalty programme —
India from American Express and ICICI
Investments Strategic Fund. Payback
whichhasover100millioncustomerswill
also be a source for the bank to mobilise
deposits.

Centrumseeks20years to repay
DICGCfor settlingdepositors’ claim
BharatPetobuild liabilities, technology;Centrumassets,operations

The price of a domestic liq-
uefied petroleum gas (LPG)
cylinder (14.2 kg) was hiked
by ~25, and that of a commer-
cial cylinder (19 kg) by ~76 on
Thursday. These hikes came
on the back of global cues as
international prices of crude
oil and itsproducts are rising.

This is the first hike in
domestic LPG prices since

March 2021. The price was
hiked thrice during February
2021 itself and again on
March1.LPGpriceswerekept
unchanged fromApril–June,
a period coinciding with key
assembly elections in West
Bengal, Assam, Tamil Nadu,
Kerala, and Puducherry. The
elections concluded in early
May. TWESH MISHRA

Cookinggasgetscostlierby~25percylinder

Largedepositorsareworriedabouta
rawdeal since thereare talksofahaircut
fordepositsofabove~5 lakh

DOMESTIC
LPG CYLINDER
PRICES WERE
UNCHANGED
FOR LAST
THREE
MONTHS
* = estimated

Month and price of one domestic
cylinder (in ~) in Delhi
Feb ‘21 794
Mar ‘21 819
Apr ‘21 809
May ‘21 809
Jun ‘21 809
Jul ‘21 834.50*

SUBRATAPANDA
Mumbai, 1 July

The secondwave of the pandemic
had a negative impact on the con-
sumer credit demand as inquiries
for such loans fell sharply across
productcategoriesafterarebound
during the festive season in the
thirdquarterofFY21, thehalf-year-
ly financial stabilityreport (FSR)of
Reserve Bank of India (RBI) said.

Added to the worse was the
stress that was building up in the
riskprofileof retailborrowers.The
consumer credit includes home
loans, loans against property, auto
loans, two-wheeler loans,commer-
cial vehicle loans, construction
equipment loans, personal loans,
credit cards, business loans, con-
sumer durable loans, education
loans, andgold loans.

TheFSRreporthashighlighted
that the overall demand for con-

sumercredit,asreflectedininquiry
volumes,had stabilised inQ4FY21
following a sharp rebound during
the festive season in Q3FY21 after
the first Covidwave receded.

Theconsumercreditdeteriorat-
ed after the loanmoratorium pro-
gramme came to an end in
September 2020, the report said.

The customer risk distribution
of the credit-active population
underwent a marginal shift
towards the high-risk segment in
Januaryrelativetothesamemonth
in 2020. In terms of credit risk
migration, even low-risk tiers are
showing downward momentum.
The consumer credit portfolios of
non-PSBsareseeingincipientsigns
of stress, it added.

Despite this, the loan approval
rates have remained healthy
because there is a distinct shift
towardsbetter-ratedcustomersby
lenders. But, growth in credit-

activeconsumers(whohaveatleast
one outstanding credit account)
and outstanding balances
remained sluggish compared to
last year.

As far as the housingmarket is
concerned, residential housing
property registration and sales

across major cities exceeded their
pre-pandemic average levels dur-
ing Q3 and Q4, aided by stamp
duty cuts by some states, unmet
demand during the Covid-related
restrictions inthefirsthalfofFY21,
and moderation in interest rates.

But,overall,creditgrowthinthe

system has been muted due to
lackluster demand as well as risk
aversiononthepartof the lenders.
In FY21, bank credit increased by
5.4percentyear-on-year (YoY), the
lowest in the past four financial
years and it continued to remain
subdued inQ1FY21.

“Credit by public sector banks
andprivatesectorbanks increased
by 3.2 per cent and 9.9 per cent
(YoY), respectively, whereas the
loan book of foreign banks
remainedflatasofJune4,”theFSR
report said.

The overall credit to deposit
(CD) ratio continued on its declin-
ingtrajectory.TheincrementalCD
ratio recorded an improvement
duringQ4FY21butturnednegative
inQ1FY22(uptoJune4), thereport
added.TillMarch2021,agricultural
andpersonal loans grewat double
digitsbutcontractedsincethen(up
toApril 2021).

SANJEEBMUKHERJEE
NewDelhi, 1 July

With the southwest monsoon on an
extended break, the India
MeteorologicalDepartment (IMD)on
Thursday sought to play down the
fears andsaida revivalwas round the
corner,butwithawordofcautionthat
there was an equal probability of the
rainsbeing“belownormal”, “normal”
or “abovenormal” in July.

Climatically, the IMD said rain in
July was expected to be 96-104 per
centoftheLongPeriodAverage(LPA),
considerednormal for the country as
whole. However, chances are in July
rain in parts of North-West India,
SouthPeninsular,andpartsofCentral
and North-East India might remain
“normal” to “belownormal”.

The Met said though El Nino was
expected to remain “neutral” during
thesouthwestmonsoonseason, there
was an enhanced possibility of the
IndianOceanDipole (which isanoth-
er weather phenomenon that has a
bearing on the Indian monsoon)
becoming negative over the Indian
Ocean in July to September 2021.

A negative IOD is not favourable
for themonsoon in India.

“As sea surface temperature (SST)
conditions over the Pacific and the
Indian Ocean are known to have a
strong influence on the Indianmon-
soon, theIMDismonitoringtheirevo-
lution,” IMD Director General
MrutyunjayMohapatratoldreporters.

July and August are the twomost
crucial months of the four-month
southwest monsoon season. Any
break or deviation in rain in July and
August could have a devastating
impact on the country’s agriculture
and the production of kharif crops,
thesowingofwhichhasfallenbehind
last year’s levels due to the sudden
andunexpectedbreak in the rains.

The progress of the southwest
monsoon in the country stalled from
June 19mainly due to the absence of
low pressure of the north Bay of
Bengal, mid-lateral westerly winds,
and theunfavourableMaddenJulian
Oscillation(MJO).Somuchsothatthe
progressoftherains,whichwasahead
of schedule till the middle of June,
stalledandnowit isexpectedtocover
the country by the middle of July
against its normal date of July 8.

Though overall for the country as

whole, themonsooninJunehasbeen
10per centmore than itsLongPeriod
Average (LPA), that has been largely
onaccountofasteadyprogresstill the
middle of thatmonth.

“In normal times, the break in
monsoonis five-sixdays,but thisyear
it has been extended and there is no
chanceofanyprogresstillat leastJuly
7,”Mohapatra said.

Hesaid thiswasexpected toaffect
agriculture and the sowing of kharif
crops, theirrigationschedule,andalso
power supply, but hoped that the
expected revival might wipe off the
losses. “In North India, where the
monsoon has yet not reached and its
progresshasbeenstalled, transplant-
ing paddy usually takes place in the
middle of July, therefore there is still
time left,”Mohapatra said.

Julyrain likelyto
benormal:Met

2ndwavesharplyhit consumercreditdemand
DELINQUENCY RATES IN AGGREGATE
CONSUMER CREDIT (%)

PSB PVB NBFC/HFC

Jan Mar Jun Sep Dec Jan
2020 2021

Source: FSR Report, RBI
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CONCERNS REMAIN
| Monsoonhas stalled inmost

partsof India since June 19,
revival onlyafter July 7

| Daily average rainfall hasbeen
muchbelownormal in thepast
fewdays

| Thebreak inmonsoonhas
sloweddownkharif sowing,
which till June25wasalmost
22%less than last year

| Themonsoonoverall in Junehas
been 10%abovenormalbut that
is largelydue to its superlative
performance tillmid-June

“INNORTH INDIA,
WHERE THEMONSOON
HASYETNOTREACHED
AND ITSPROGRESSHAS
BEENSTALLED,
TRANSPLANTINGPADDY
USUALLY TAKESPLACE IN
THEMIDDLEOF JULY,
THEREFORE
THERE IS
STILL TIME
LEFT”
MRUTYUNJAY
MOHAPATRA,
DIRECTOR
GENERAL, IMD

ABHIJIT LELE
Mumbai, 1 July

The consumer credit aka
retail and loans to micro,
small and medium enter-

prises (MSMEs) could pose higher
slippageriskfor lenders inthecom-
ingquarters.

Thefinancial stabilityreportby
theReserve Bank said closemoni-
toring on asset quality of MSME
andretailportfoliosofbanksiswar-
rantedgoing forward.

Theconsumercreditdeteriorat-
ed after the loanmoratorium pro-
grammeendedinSeptember2020.
The customer risk distribution of
thecreditactivepopulationunder-
went a marginal shift towards the
high-risk segment inJanuary rela-
tive to the samemonth in 2020.

In terms of credit risk migra-
tion, even low risk tiers are show-
ing downward momentum.
Consumer credit portfolios of pri-
vate banks and finance firms
includinghousing financecompa-
nies are seeing incipient signs of
stress, the FSR said.

Referring to exposure to

MSMEs, the report pointed out
stressed entities as groups that
have an elevated level of debt. The
implications of business disrup-
tions following the resurgence of
thepandemiccouldbesignificant.

Since 2019, weakness in the
MSME portfolio of banks and
finance companieshasdrawn reg-
ulatory attention. TheRBI permit-
ted restructuring of temporarily
impaired MSME loans (of size up
to ~25 crore) under three schemes.

While public sector banks
(PSBs) have actively resorted to
restructuring under all the

schemes, participation by private
banks was significant only in the
Covid-19 restructuring scheme
offeredinAugust2020.Despite the
restructuring, however, stress in
the MSME portfolio of PSBs
remainshigh, the report said.

The government guaranteed
creditschemetoeligiblecategories
boosted the disbursements. The
net credit flow to stressedMSMEs
duringMarch 2020-February 2021
roseto~50,535crorewiththeshares
ofPSBsandprivatebanksat54per
cent and 35 per cent, respectively.
Thetransitionfromlow-andmedi-

um-riskMSMEborrowers,year-on-
year, to the high-risk segment was
noteworthy.

Thereportsaidthebankingsec-
torwouldberequiredtospecifical-
ly guard against adverse selection
bias while being alive to the credit
demand from productive and
viable sectors.

In the most optimistic sce-
nario, the impact of the second
wave should be contained within
the first quarter of the year. The
frictional inflationpressureswork
their way out over the first half of
the year, it said.

N FINANCIAL STABILITY REPORT N

MSME, retail to be pain areas for banks
RBI survey sees
risks easing
TheRBIsystemicrisksurveyin
April-Mayfoundbroad
categories—global,
macroeconomic,financial
market,institutionaland
general—registering
‘medium’risksforthe
financialsystem.Thisisan
improvementfrom‘high’
institutionalriskinthe
previoustwosurveyrounds.
Withinthemajorcategories,
however,thistimecertain
componentswereratedas
‘high’risk.Forexample,
commoditypricerisk,
domesticgrowthandinfla-
tion,fiscaldeficit,corporate
vulnerabilities,equityprice
volatility,banks’assets
qualityandcapitalrequir-
ement,creditgrowthand
cyberriskwerehigh,while
risksrelatingtoglobal
growthandpaceofinfra
developmentwereseenas
havingwaned. ANUP ROY

CONSUMER CREDIT
DELINQUENCY RATES* (In%)

DISTRIBUTION OF MSME PORTFOLIO SHOWING
STRESS (In%)

SMA0 SMA1 SMA2 NPA SMA0 SMA1 SMA2 NPA
PSB PSB PSB PSB Pvt Pvt Pvt Pvt

Mar‘20 6.9 5.7 4.2 18.2 4.4 1.9 0.7 4.3

Jun‘20 18.2 2.2 2.6 13.7 7 0.9 0.6 2.9

Sep‘20 13.4 3.2 2.6 14.9 8.1 0.9 0.6 2.6

Dec‘20 7.8 5.6 7.8 13.1 4.8 2.6 2.4 2.0

Mar‘21 10.6 9.2 3.6 15.9 3.7 2.4 0.8 3.6
Special mention accocunt (SMA); SMA0: 1-30 days due; SMA1: 31-60 days due; SMA2: 61-90
days due; NPA: Non-performing asset Source: FSR

PSBs Privatebanks Financefirms
Jul2020 2.8 1.1 5.1
Aug2020 2.7 1.1 5.2
Sept2020 2.8 1.4 5.4
Oct 2020 2.6 1.4 5.3
Nov2020 2.2 1.6 5.8
Dec2020 2 2.2 6.3
Jan2021 1.8 2.4 6.7
*90-days past due balances Source: FSR


