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Corporate distress needs some hard decisions

Five leading bankers say government spending is essential to revive growth and that banks are responding well to the technology-led disruption

What Is your outlook om the
economyt

Chanda Kochhar: [ will take it at
thiee el Nocto ccnony. el con-
‘oemyand financial economy. [Fwe
the macto economy, we are in o mv
strong position despite the not-so-goad
monsoon and all the macroeconomic
factors are Jooking much better (dsy.
Notjust improved from the past but also
‘much berter when commared 1othe rest
ofthe work. Our currency ls more siable
than that of ot her emerging economies.

On the real occnamy, we can se pos-
tive signs, For instance, Coal India’s pro-
duction has goneup Cverall mining act-
ity Esup That creates movemsent of heavy
commercial vehicles and soon. National
Highways Authoehy of India (NHAT) is
awarding contracts, and SME (small and
medium enterpriselcontrctorsarestart
Ing et business. Sothese are some of

i green shoots we are actually secing.

In the financial econcmy, demand
for car loans and commerclal vehicle
loans remains strong with 16-17 par cent
growth, Demand is coming from SMES
andbanks are lending, What we ace wait-
Ing for Is a revival In big Investments.
While the private sector is completing
ongeing projects, the bigger investment
push will come from government
spends, The way things have picked up
‘on the highway side, the nexs areawill be
Railways, where we have already seen
some large contracts being awarded.
Adies that we should see activiry from
mnelsmam “The bigger kick for the

tromgovernmen
W!ﬂdlnnd brwdly I think we are mov-
ing n the right direction.

Purk: Credit demand reflects
the GDP growth rate and tosome extent
it is distorted in the way it reported.
With lending coming from mutual
funds, efc. andconsidering that there s
0.0il demand on  comparative basis,
credit demand will be 13-14 per cent. So
that's not inconsistent with a stable
economy. The banking sector is defi-
nitely not a constraint. There are fun-
damental issucs outside the banking
sector which need to be sorted out and
there is 5o point expecting the bank-
Ingsectorto lesd s recovery.

Arun Tiwark 11 we look ot the larg-
er picture, the centre of gravity of GDP
th has been shifting towards the
Enst. India and China contribute S0 per
e ofthat. ITwe look at the global age-

Population, we are in a sweeter
i of the 136 billion of popalation,
on are below the age of
30-25 years. This is cne set of populs-
thon, that's aspirational and the econo-

‘Wil foreign banks see their share of

ray hastodowell
aspirations.

Pramithaver: i i ot fair (0 com-
pare how the banking industry nu

and whent
havers You have o lock ot il over a
period of fime, an sce how a forcign

Erowing today. In the short-term, :mne:x

sistency and how Indian banksda. If you

are prelty good medium-and
Tong-term. there s room for great optl-
mism. Coming to the segments we
serve, it isunfaic 10 Joc

what foiowed alter that, & number of
lanks had to g0 theough restructuring,
Todk

corporate sactor and generalise for the
Industry. Retall sentiment has been
§00d over the Last 18 months, and s
have public sector and government
spending. Also, India has been more
integrated with the warld in the last 20
years, and if the rest of the world is
struggling, we can't be completely
immune to it. Lf you pur all of this
together, there isn't much 10 be pes-
simistic sbout.
Ravneet Gill: [f you book at it from
the classical perspective of economic
recavery you link i fo the capes eyele,
but there are many other factors that
give you an indication of the health o
ommy. Curtent sccoun deficit,

the econo

fiscal deficit, etc,, are trending in the
sight direction, From an emerging mar-
el perspective, i

position [0 sctually Take advarfages of

markets and eccnomles. some
that didn't go earfier, bul are going
mough restructuring right now. If you
ook the physical presence the foreign
banks have and the actual market share
arevery different. Market share is higher
and Iwould Iike tobelieve that going for-
ward if we play it right, we will be sble
execute it consistently, there i no rea-
sonthat the formula should cha

What about the whole disruption
caused|

by
Kochhar: Disrupiion mn Aot m...
pen beeause of tectmology bei
o new forms umuumr\g ey
Let us worry about whar's happenlng in
technolgy rathes than et wored
pime

vis-a-vis China. While all the lar

‘econormies in the workl movesd fram the
‘mianufacturing oservicessectos, India
is now charting path which has never

spective of different mum of entities
comingupor not,technakogy is enabling.
things 10 happen and techaology will
ehange the way we all do business.

government spends
and, broadly, |
think we are
moving in the
right direction

Credit demand
reflects the GOP

way it is reported.
The banking sector
Is definitely not a
canstraint, There
are fundamental
issues autside the
banking sector
which need to be
sorted and there is
no point expecting
the banking sector
to lead o recovery

"\

internally, Technalogy has  role o piay
in operations, data analysis, under-
sundingthecredit et of usorners

RAVNEET GILL

&

BN £y and large, the big
groups ore in a
reasanable state.
With time, they
will get a chance
to de-leverage. In

the medium term,

&6

much higher NPAs,
But did we think

economy by organised finance com-
pared 10 rest of the world. So the
demand fs not an lssue. [0 that scenario,
everybody will prow, But everyone has
different business medels, different tar-
fferent growth rates.

profitability eic. We are very clear that
we don't push the envelope. We have
targeted a five-seven per cent higher
growth rate than the market over the
last 20 years and that has not changed.
Peopie underestimate public sector
banks, I think they 'l come out fine. Will
w0 grow five-seven per cont faster than
the marker? Yes. Will the public sector

In the next few
years, there will be
competition from
some non-banking
players and the

business with other
banks, but that
does not toke
away our value

9

thisisa “140-character” generation. Gaps
asethere and we are iking care by bring:
ingthose skilksets.

Forcign banks introduced new tech:
nologies in the system. But is the

“Thwwari: Talking about growth, cagital
Will ok be & ConsEraint I we Lalk about
‘our talance sheers and impaired assets,
about 58 per cent is due to stalled proj
ects, Growth can'l come unless core sec-
for I8 fised, be It cement, steel ar power,

-flow is the issue.

Purk There could be some consoli-

daticn as well

Is Jan Dhan an opportunity?
“Thwears Due to.Jan D, these da one
realisation tha the poor are lso bank-
able. Everybody would benefic
Pur: Let's not look at Jan Dhan in
Ieolathon. [fyou Jook at Jan Dhan, with
Aadhaar and MUDRA, there is enough
‘money at the bomom of the pyramid.
We already deal with 4.2 million
families below the paverty line and
we are going 10 1ake [T upto 10 million.
We could even tske it 1 20 million
1f we had proper identlfication and
there is consistency in subsidy pay-
‘ments. This would allow meto change
‘my credit perspective.
Itisalsoimportant that a ot of banks
‘have Aot gone into sermiurban
areas— where 60 per centof India lives
with their preducts cven for the rich.
We are growing IWice a8 [a8l in
semb-urban and rural [ndla than in
urban Indla,

Some of the Largest business houses
in the country arc laden with debt.
There is also a commodity down
muwmﬂmmm
The greups in trouble are not
mculnwmwm ndia. Maybe, one
of TWD are big groups, but no one had
vard much about them 10 years ago.
And they are definitely not the biggest
groups in the time [ have spent in the
Indian banking system.

But they have become big for the

system.

Purk: Yes, for people who dealt
with thern..

Jhaverk There shouldn't be sweeg
ing, generalisations. Yes, there are defi
mitely some pockets of high stress and

i ing time, butl

initial mover's advaniage getting

Fhaverk The banking industry has
been acutely competirive, We have wit-
nessed extraordinary amount of change.
In [hﬁnmkw)‘ﬂn& There will Le com-
petition from some non-bankine plavers

e g iy e fadter, Bul that

thaugh
India is not
investing, a lot
of cleaning up is
happening. It
willl come with
some pain, but
this will put the

5

is also Ioaded on to a mobile. We must
distinguish between technology as an
enabler and technology o a lusiness.

you lock a the basics, what you eal-
Iy need Is a fosus on customens you will
serve, your value progosition, ability 1o
delivert I a mannerthat they wan. cre-
ation of econormic value for them and
finally, isa good experience that issimple,

Yes, customers may choose to do
Iusiness with ocher banks, bur that does
ot take avway our value propositian.

‘Technology 18 ernbedded In the way
we've been doing! for 28 yearsin
India. There are just differen rypes of
technology that we are referring to. 1t s
only poing o increase the skze of the pie
and make the life of & customes betler
Lt ot think tht i I goins to be dis-
ruptive as long as we think of new ways
ke we traditionally used to do.

thinkmaking a sweeping generalisation
across corporate India is unfair because
that s not the case. In the las five orsix
years in India, the corporate side of our
business has grown and we have Jent
‘mone £0 out clients. Todsy, our hon-per-

asset(NPA) level cn the corpo-
nile Aldu i very low 4
#ood about it and weare in a position to
continue 1o grow,

[think the only solution for those
pocketyof trouble are very hard deci-
slons. & ot of paln and time. These
are thee things and you have (o deal
withit.

Gl O of the things that one often
says s that lock st the level of ambition
in China and Toak a1 the lack of smbi-
tiom i Inia. & ot of these groups that
invested in 2007-09 and beyond were
thinking that India will continue to
grow at nine per cent. And India didn'
Erow at halfof that rate, Thisled toalot
of overcapacity. Many 5 GUYS CTe-
ated assets. 8o s nat that the money
dissppeared.

“The question i, could you still grow
very profitalilyand keep yous riskin comr
2 Vi could. We met one o the deputy

25 economy to
manufaciuring écono-
‘my: Lamvery positivean
the economy over the
medium-lerm.

We have seen a wrend

where foreign banks

are withdrawing from

specific scgments from

the Indian market.
view?

Glll: There are two
spocts o that, The costs
ofbeing global have,
upa lot. 5o lfyou look at

BANKING

ROUND TABLE

‘Secondly, what

models and not busi-
Desses. As (ar a5 banks
are concerned,  their
cllents are living around
SgHRaTon, obilky and

Technology
sy part of everything we do
and we are on 10p of thal.
‘Puri: Too much Is belng sald about
this. Banking is not changing. It s the
e

talke tefecom with banking,
Kohhan Fven if you take the molile
wallets, banks launched them even
beforethe other forms of molile wallets
king, Barks have snadvants

soclal media. t 5 impot-
1ant 10 kesp ing what
me; need, and banks

hanism
thatwill - You have to adjust to the
advankages that technolgy offers 1o

forexample, our FPockets customers can
laad maney to the wallet and use it even

A fow banks mch as
curs are not just agile
encugh, but are moving.
ahead of the urve. Inthe
past, 4 large part of our
transactions were done
through branches, Then

the cost of compliance and capital rent
are going up. T think this has 10 come
down. The sccond is, the international

there was a wave for The current
wave is mobile and imemet. So today
branches contribute lessthan 10 per cent
of our tmnsactions, whereas mobile

arounl your customers to provide far
mare focuised products. Sy ook at al
these disruptors, they are talking about
making payments easier or making
«-commeree purchase casier, So we split
this into twor how can the network

wallet canbe given
0 newer customers and to our own qus-
tomers who want o use your product.
Similarly. [feverybody has to make pay-
mentsthrough mobiles, why would they
us¢ other forms of payments? The point

is somebody wh Is very comlotable

change your

7 And when we changed our model,
we do a loan in 10 seconds for cur eus-
tomers and 1 dor't think there are any
disruptors who will match that,

banking ence el Thenye

Technology nges the way you

seeyour I Thirgs are 5 | manufacture, produce and deliver,

bk nuilh:nw!lmdmi\mlnijﬂ(b making it possible and consumers are

wmm],m ¥ ‘might be seriously challenged like
‘ot investing in one particular business, | availableto consumers. ereditcards, since mobile phones are
but i you Took at IF fromm the peint of getting more popular now?

view of the instirution from the global
level, then you can't be pursulng diverse
strategies in different markets. From that
point. it needs some recalibration of
businesses, We nesd (o assess the ovel
commitment in terms of balance sheet
and capital, and whether loreign banks
arereducing that in [ndia. The answer s
that the commitment of foreign banks
remains udiminished.

‘certain set of customers, but cards and

provides banking ser
technology. [n today's day em m
banking gets provided through tech-
nology and you eannal separile the
two. That's the way consumers wan: it
and thar's how it will be. There is so
much of usage of technology even

payment Iy increase,
hat is why we are moving towards fur-
ther dominance in the credi card busl-
ness and intend to take our share 1o 4
er Gent. S0 Cards 8 4 payment mechi-
nism will exist whecher it Is loaded on
wallet or s virtual card.

‘Mol is.only an e nabilec. The wallet

appofthe bank. e
Wil technology have an impact on
employee strength?

for 30
per cent of the system while public
banks account for 70 per cent. By
2025, how do you see those ratios

Kochhar: Privale secior banks have
consbtently been gaining market share
and the trend wil continue, A large part

capulile

s 1o grom, 1ow far ahead you sreinthe
of technokogy, competitiveness,
u;uu\ :d:qulq. nge of
which consumers use. ability

B2tk through what are the growth
arcasandakility to partcipate in growth,

I you Jook at us a5 an examyple of &
privatesector bank, you have the |
taler, technology, capital, you have the
abillty to grow in whicheser past of the
ecanomy that grows.

You cannot st growth ratcs for your-

he was wonder-
i e grow at 20 percent in this
envlionment?Our NEAS continue o be
absclutely where we want them to be?
S0 I don't think that everybody
‘should be painted with the sarmé brush.
By and large, the big groups are n a
reasonable stare. With passage of time,
they will et & chance 1o de-leverage. In
e medium-term, though corporste
India fs not investing. a lot of cleaning
up is happening. It will come with
s degresl pln, il il
by and large, the India
i i 1

‘But current problems exist..
Purk: There are pockets that are
going theough a 1t of difficulty, Some
of those difficultes are not of thelr own
‘making, They were told there would b
materials and so on which did ot

Tiweari: T/ i
where. In the last five years we have
seen the onset of technology in the
bunking space, but the number of
Dbranches have doubled. So there will be
of lick ks, and

self, jrresy how the econemy
‘gpows. In Indla, hanking Indusiry should
oW at least 25 times the GOF growth
rate. For cur bank, we woukd grow af least
three-four per cent faster than the ver-

they have 1o co-exist. It s more about
the services and about whether [ am
able 10 create value for the cuswmer.
From a FSU bank perspective, in my
bank. 63 per cent of customer-facing

banks havebeen quiteaggressive. As

‘materialise. While some can be turned
around, others will have o take a very
bilter medicine, Is the system capable
of giving that medicine isthe question?
Given what the REI governor and
Ministry of Finance have been saying,
1do believe so. Anyway, [ don't think
there Is an alternative.

“Tivear: PSU banks have much high-

aresult, many in

which

areone of the highest in this space.
‘Tulkirgg aboul ocst implications, &

of today, the officer’

ity tolend further due to capital ade-
quacy norms. Do you see this accek

Is 37
years, nobody would believe that, They
came with these kinds of aspirations,

Purk: Banking industry has tremen-
dous opportunity: itis an under-served

PA:
that the economy will start doing badly?
No. Do we believe that banking is the
refection of ¢conoumy? Vs,
While NPAs have ot stopped, the
propensity of creating new NPAs has
own.




