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‘We Have Addressed Investor
Queries on Merger with HDFC'

Career bureaucrat-turned-ban-
2 vl ker Atanu Chakraborty discus-
s ses the $60-billion mega merger
with HDFC in an exclusive inter-
view with Arijit Barman. Edi-
ted excerpts:

Why is there a free fall in
the shares of both the bank
and HDFC Ltd? What are in-

vestors missing?

Both the bank and HDFC Ltd
have very high foreign sharehol-
ding. So, some shake-up from FI-
Iswasexpected. Some of theacti-
ve funds were rebalancing their
portfolios and moving toward
bonds. But they were not buying
because we were not in the index.
Add to that the murmurs of regu-
latory roadblocks. Over the next
few dayssince theannouncement,
wehaveexplained toeachand eve-

ry institutional investor. The net
interest income (NII) wasa consis-
tent query. I think we have addres-
sed them adequately. Finally, in
this flux, there were some who to-
ok short positions. Some fall was
expected butas people have under-
stood the benefits, Iam confident.

Why was the rush? Was there
an extraneous consideration,
some regulatory nudge? From
start to finish, it took a fort-
night.

There was neither any regula-
tory nudge, nor extraneous con-
siderations. Sashi (Jagdishan)
made the first presentation du-
ring October 2021. The bank's re-
tail book was turning around
with theaverage length of the bo-
ok around 2 years. It was stable
from a return on asset (RoA), re-

Idon’t want to puta label (of Emeritus)...

Iwould like to ensure his (Deepak Pa-
rekh’s) adviceis available to all of us...
There could be 6-7 options, including say
Chief Advisor to the Group

turn on investment (Rol) per-
spective. But in mortgage loans,
the stickiness is far higher, and
peers like ICICI Bank (under
Sandeep Bakhshi) were pulling
away. This was the lowest hang-
ingfruit.

By October November, some op-
tions were explored to deal with
this - should we start on our
own? How about the backward
option (merger with HDFC Ltd)?
Other mortgage books we were
notsureof.

We were just focused on the
mortgage, which meant I had to
take one large bite. Post- IL&FS
and Dewan Housing, the diffe-
ring regulations between HFCs
and banks were also going away
and the banking regulator RBI
was nudging all large NBFCs to
maintain SLR, proper prov -
ning, Priority Sector Lending
Certificates (PSLC)for affordable
housing. Bottom-line, the regula-

‘Improvement in
Balance Sheet’
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If you see the balance sheet, there is
i . Look at the ad

toryscrutiny was increasing, and
it was done to bring in stability
and safety in the system.
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cesof the bank at Rs 17 lakh crore and
we will now seea 25%

two-quarter blips. We won'tturn
away from good wholesale as a bank
of our size cannot shy away fromit.

once weadd HDFC Ltd.'sRs 4.5 lakh

crore.They
low-cost funds; therefore, the net
interest margins (NII) simply impro-
ves because the number of loans that
canbedone on the mortgage sideis
much bigger and remains a lucrative
one. The rest of the business continu-
esassuchas wehaveamachineon
the liability side that works very well.
Wehavetocrankitupalittie bit.
Therefore, toget that Nil growthiis
much easier after this. Yes, we have
nobig interest

i How do you simultaneously
tion of human talent, technology,
thelack of
and satisfy
investors with consistent ROA,
RolQ-0-Q?

Letme preface by saying. RoAand
Rol Q-0-Q will continue toremain the
same. Close to 16% Rol and 2% plus
returnon assets (RoA) because if you
seeall the time, the strategy isto
ensure the returns are good, the mix
is good, your credit cost is kept
lowest and the machine pushes more
branches, more feet on the street,

except the good ones that meet the
RBI requirements. We are looking at
the housingside of both affordable

. Let's
not forget 650-700 odd branches are
also getting added to our network.
They will generate leads for other

housing as regular

tail asset . What

andasprinklingof real nding.
They all are very good lucrative
returns and bring stability to my book
whichenables my fast-moving retail
toturnaround even faster. The
burden goes off their back and they
turnaround even larger numbers. So, |
must continuously crank upmy
liabilities for which I have branches.
Most people ask me - why are you
adding a branch network? We believe
infeeton the ground. Each branch
turns profitas our cost toincome is

happens is amarginal dip on account
of the stance the regulator takes of
SLRand CRR but that's only very
marginal.InSLR, inany case the
HDFC Ltd has already moved very
closetothe bank and over 1.5-2
years both bank and HDFC Ltd (NBFC)
will build up the buffer. Rest is
regulatory remitas to how long they
permitus toachieve this.
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