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RBI removes interest cap
for microfinance loans
SUBRATAPANDA
Mumbai, 14March

TheReserveBankof India (RBI) has
increased eligibility criteria for
microfinance loans to a house-

hold having an annual income of up to
~3 lakh while removing the interest rate
cap on such loans. It has also asked all
lenders to put inplace a board-approved
policy on pricing.

Inthefinalguidelinesformicrofinance
loans released onMonday, the RBI said it
will scrutinise the rates charged by the
lenderssothattheydonotchargeusurious
rates, and has asked the lenders to put in
place a ceiling on pricing of loans and
related fees.

The microfinance institutions are
required to disclose pricing-related infor-
mation to a prospective borrower in a
standardised simplified fact sheet.
Further, the RBI has asked the lenders to
prominently display theminimum,max-
imum, andaverage interest rates charged
on loans in all its offices, in the literature
issuedbythem,anddetailson itswebsite.

The regulator has also revised the def-
initionofmicrofinanceloansbyincreasing
the loan cap. Collateral-free loan given to
a household having annual household
income up to ~3 lakh will now be consid-
ered as microfinance loan. Currently, a
microfinanceborrower is identifiedbythe
annual household income not exceeding
~1.25 lakh for rural and ~2 lakh for urban
and semi-urbanareas.

“Allcollateral-free loans, irrespectiveof
enduseandmodeofapplication/process-
ing/disbursal,providedto low-incomeho-
useholds, i.e., households having annual
income up to ~300,000, shall be consid-
ered asmicrofinance loans,” theRBI said.

The RBI has also said that to ensure col-
lateral-free nature of the microfinance
loan, the loan shall notbe linkedwitha li-
enonthedepositaccountof theborrower.

“The frameworkwill address issues of
over indebtedness and multiple lending,
whichwereofparamountconcernsfor the
sector,” said Alok Misra, chief executive
officer (CEO) anddirector,MFIN.

“More importantly, the RBI has taken
aprudent viewof the bottlenecks that are
presented in credit delivery, addressing
each of them. Revision of household
income is a very progressive move with
far-reaching implications as needier and
low-income households will now come
into the purview of accessible credit, tak-
ing us closer to our financial inclusion
goal,”Misra said.

Chandra Shekhar Ghosh, managing
director and CEO of Bandhan Bank, said
the latestguidelinesareastrongreflection
ofthematuritythatthemicrocredit indus-
try has reached in India. “It will help har-
monise the regulatory framework for dif-
ferent typesof lenders,encouragehealthy
competition and enable customers to
make an informed choice regarding their
credit needs.”

TheRBIalsosaidtheregulatedentities
should have board-approved policy to
ensure that the outflows of a household
onaccountof repaymentofmonthly loan
obligations shouldnot exceed 50per cent
of the incomeof thehousehold.

“The computation of loan repayment
obligationsshall takeintoaccountallout-
standing loans (collateral-free microfi-
nance loans as well as any other type of
collateralised loans) of the household.
Theoutflowscappedat50percentof the
monthly household income shall include
repayments (including both principal as
well as interest component) towards all
existing loans as well as the loan under
consideration,” theRBI said.

Also, for existing loans, if outflows on
account of repayment of monthly loan
obligationsofahouseholdasapercentage
ofthemonthlyhouseholdincomeexceeds
the limit of 50per cent, then they shall be
allowedtomature.However, insuchcases,
no new loans shall be provided to these
households till the prescribed limit of 50
per cent is compliedwith.

Further, the lenderswillnotbeallowed
tochargeapenalty if theborrowerdecides
topre-paytheirobligations.Penalty, ifany,
for delayed payment shall be applied on
theoverdueamountandnotontheentire
loanamount, theRBI said.

TheRBI also said self-regulatory orga-
nisations and other associations may
develop a common framework based on
the indicativemethodology to determine
thehousehold income.
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HDFCBank:Recoupinglost
creditcardsharetobe‘gradual’
SUBRATA PANDA & NIKITA VASHISHT
Mumbai/New Delhi, 14 March

While HDFC Bank has vowed
to recoup its lostmarket share
in the credit card segment in
three to four quarters by
aggressively sourcing new
cards, brokerages believe it is
a little hard to come by, given
how competitive the land-
scape has become, with other
players in the market becom-
ing equally aggressive to gain
market share.

KotakInstitutionalEquities
in its report on Monday said,
“We would like to believe that
therecovery inmarket share is
likely to be gradual, if any. All
thekeyplayers, includingAxis
Bank, are now willing to
expand their credit card port-
foliosas theyhave testedquite
well against Covid-19.”

“With retail asset quality
holding up well, competition
is likely to be strong. The abil-
ity to expand market share in
thisenvironment is likely tobe
challenging,” it added.

After nearly 10 months of
restrictions, theReserveBank
of India (RBI) lifted the
embargo on issuing new
cards in August last year.
Following the lifting of
restrictions, the bank stated
it would come back with a
bang in the creditmarket and
make up for lost time.

SinceAugust2021, thebank
has added over 1.3 million
credit cards to its portfolio up
until January (latestRBIdata).
Yet, thebankhasshed20basis
points (bps) in market share,

in terms of the number of
cards, while the key gainer
among large players has been
Axis Bank, with 50 bps gain
since August 2021, according
toMacquarieResearch.

Similarly, HDFC Bank’s
market share in spends is
down 170 bps since the
embargo lifted, while SBI
Cards and ICICI Bank have
gained 130 bps and 180 bps,
respectively, over the same
period.

Speaking to Business
Standard earlier this week,
Parag Rao, country head-pay-
ments business, digital bank-
ing, and consumer finance,
HDFCBank, said the embargo
has impacted its incremental
growth rates and its market
share (number and spends).

“Itwill takeusat least three

to four quarters to get back to
our growth in market-share
run rate. We will slowly start
seeing the impact of new issu-
ances, which we have been
doing since September,
because they will now start
contributing to the spends.
The partnerships, which we
have announced inDecember
and January, will also start
kicking in,” Raohad said.

Meanwhile, over theweek-
end, the RBI lifted restrictions
ondigital launchesof thebank
after a gap of 15months.

HDFC Bank’s stock price
has reacted positively to this
development, with shares of
the lenderclosing3.25percent
higher at ~1,442.4 on Monday,
over the previous day’s close.

Analysts are of the view
that with the RBI lifting all

curbs, the bank is well-posi-
tioned to push the launch of
payments and customer
experiencehubs,neobankver-
tical, and ecosystemplatform.

According to a note by
Jefferies, the lifting of restric-
tions will help the bank push
theaforesaidkeydigital initia-
tives over the next six to 12
months. It will also allow the
banktosmoothenbusiness-as-
usual initiatives, instead of
having to seek clarity from the
RBI in case of doubt, it said.

“The fact that the RBI took
nearly 15-plus months to
revoke the ban clearly indi-
cates it has taken time to do a
thorough due diligence and
thenrevokedtheban.Weview
this development as a signifi-
cant positive milestone,” said
Macquarie Research in its
report, adding, “By lifting the
ban, theRBI is sendingasignal
thatweare finewiththebank’s
information technology sys-
temand capabilities.”

According to Motilal
Oswal Financial Services,
HDFC Bank’s operating per-
formance witnessed deterio-
ration after implementation
of the RBI curbs.

Retail loan growth moder-
ated to 7 per cent in 2020-21
(FY21), compared with 15 per
cent in 2019-20 (FY20). A
stronger performance in
wholesale business, however,
offset the impact on overall
loan growth.

HDFC Bank delivered 14
per cent growth in overall
loans in FY21 relative to 21 per
cent in FY20.

Analysts expect the bank's underperformance to reverse

SANJEEB MUKHERJEE
NewDelhi, 14March

Thenumberoffarmersin
MadhyaPradeshregistering
tosellwheattostateagencies
hasdroppedby
morethan17percentbecause
oftherushforthecerealon
thepartofprivateplayers.

Thisisowingtothespikein
globalpricesbecauseofthe
Russia-Ukrainecrisis.

Officialsourcessaiduntil
March10(whichwasthelast
dateforregistration),around
1.98millionfarmersappliedto
sellwheattogovernment
agencies,whilelastyear
duringthesameperioditwas
around2.4million.

Thishashappenedaftera
longtimeinMadhyaPradesh,
oneoftheforemostofthe
statesprocuringwheatforthe
Centralpool.

Forthepastfewyears,it
hasbeenfiguringabove
Haryanaasthelargest
contributortotheCentral
poolafterPunjab.

“Asaresultofthedropin
registrations,wemighthaveto

scaledownour procurement
targetfrom12.8milliontonnes
toaround10milliontonnesas
ofnow,whichcouldgodown
evenfurtherifpricesremainat
thecurrentlevels,”Deepak
Saxena,directoroffoodand
civilsupplies,Madhya
Pradesh,toldBusiness
Standardonthephonefrom
Bhopal.

Saxenasaidthereweretwo
mainreasonsforthesharp
andunprecedenteddrop.One
isthedecisionofthe
governmenttoauthenticate
allapplicantswiththeir
Aadhaarnumbers,andthe
second,andmorepotent,
reasonisthesuddenspikein
mandiprices.

“Wearepurchasingwheat

ataminimumsupportpriceof
~2,015perquintal,whilein
severalmandisofthestatethe
averagepricebeingquotedfor
thepast10-15daysismuch
higherataround~2,300-2,400
perquintal,”Saxenasaid.

Thestategovernmenthad
madearrangementsfor
storingaround14million
tonnesofwheatthisyearby
vacatingthespaceoccupied
bychanaandothercrops,but
nowitseemstheextraspace
mightnotberequired.

Longqueuesoftractorsare
appearingoutsideallmajor
mandiswherethecropissold
inMadhyaPradesh.

“Untila fewweeksago,
wheatwassellingataround
~2,000perquintalbutnow
suddenlythepriceshave
shotupto~2,300-2,500,
whichiswhyfarmersare
lookingto liquidatetheir
produceinahurry,”a farmer
inMandsaurdistrictof
MadhyaPradeshsaid.

Hehopedthetrendwould
continueafterHoliaswell,
whenarrivalsareexpectedto
pickup.

Indianwheatpricesin
worldmarketsshotupto
around$360pertonne(FOB)
afewdaysagointhe
aftermathoftheRussia-
Ukrainecrisis,coolingabitto
$340-350pertonne.

ThecurrentpriceofIndian
wheatisstillthecheapest
amongallglobalcompetitors.
Theabsenceofwheatfrom
UkraineandRussiafrom
worldmarketsforthenextfew
monthswillgiveIndian
tradersachancetoshiprecord
quantitiesthisfiscalyearand
eveninFY23.

Tradeandgovernment
sourcessaidIndiawas
expectedtoexportarecord7-
7.2milliontonnesinthe
currentfinancialyear.The
exportcouldreachafresh
milestoneofalmost10million
tonnesin2022-23ifglobal
marketconditionsremain
benignandcurbsonoutbound
shipmentsarenotimposed.

Indiaisexpectedtoharvest
over111milliontonnesof
wheat,arecord,in2022-23,
whichisalmost2million
tonnesmorethanthisyear.

Westernsanctionsofferanopportunity
tointernationaliserupee,saysSBIreport
MANOJIT SAHA
Mumbai, 14March

With some countries looking to bypass west-
ern sanction on Russia after its invasion of
Ukraineasproposalsof rupee-rubleandyuan-
ruble trade are made, this also presents an
opportunity for the internationalisation of
rupee, according to a report by State Bank of
India (SBI).

Internationalisationmeansthecurrencycan
be freely transacted by both resident and non-
residents,andbeusedasareservecurrencyfor
globaltrades.“Aninterestinganecdote,thehege-
monyofUS $ appears likely to continue innext

fewdecades,notwithstandingthe
alternate settlement mecha-
nismbeingenvisagedbyselect
nationsdesirousofcontinuing
inter-territorial trades of com-
pulsory nature, circuiting

around the western sanctions as
backdoor talks gathermomentumfor

rupee-rouble or yuan-rouble settlements
globally, with some enthusiasts betting for gold
settlements too!,” said Soumya Kanti Ghosh,
GroupChiefEconomicAdviser, SBI, ina report.
“This, however, should present themoment of
reckoning for the internationalisation of rupee
too, underpinning the need to evolve alternate
payment and settlement mechanisms. Let us
grab the ironwhen it ishot!,” saidGhosh.

The sanctions against Russia by the US,
European Union and other western partners
including cutting off Russia from the Swift
Payment system has crippled Russian trade
withother countries.

IOC BUYS 3 MN BBL RUSSIAN CRUDE VIA TENDER
REUTERS
NewDelhi, 14March

IndianOil (IOC), the country’s top
refiner, bought 3million barrels of
RussianUrals from traderVitol for
Maydelivery, trade sources said, its
first purchase of the grade since
Russia invadedUkraine on
February 24.

Western sanctions against
Russiahave ledmanycompanies
andcountries to shun its oil, depre-

ssingRussian crude to recorddis-
count levels. IOC said onFebruary it
wouldbuyRussianoil ondelivered-
basis to avoid any complication
relating to fixing vessels and
insurance.

Sources said IOC does
not see any problem in
paying for the cargo
asoil asacommodity
is not banned and it
was not dealingwith
a sanctioned entity.

Vitol sold the cargoes at a dis-
count of $20-$25 a barrel to dated
Brent, one of the sources said. The
companies typically do not com-

ment on commercial deals.
Separately, IOCalso

bought2millionbarrelsof
AbuDhabi’sMurban
crudeandonemillion
barrels eachofNigeria’s
AkpoandForcados,
andCameroon’sKole,

theysaid.

The government is considering taking up a Russian
offer to buy its crude oil and other commodities at
discounted prices with payment via a rupee-rouble
transaction, two officials said, amid toughWestern
sanctions on Russia over its invasion of Ukraine.
The country imports 80 per cent of its oil needs, and
usually buys about 2 per cent to 3 per cent of its
supplies fromRussia. “Russia is offering oil and
other commodities at a heavy discount.Wewill be
happy to take that.We have some issues like tanker,
insurance cover and oil blends to be resolved. Once
we have that wewill take the discount offer,” one of
the government officials said. REUTERS

Minister of State for Petroleum andNatural Gas
Rameswar Teli onMonday said the country will take
“appropriate” steps to calm the rise in oil prices, trig-
gered by Russia’s invasion of Ukraine, indicating the
country could releasemore oil fromnational stocks
if required. “The government is ready to take all
appropriate action, as deemed fit, formitigating
market volatility and calming the rise in crude oil
prices,” Teli said in awritten reply to lawmakers.
Lastmonth India said it was prepared to release
additional crude from its national stocks in support
of efforts by othermajor oil importers tomitigate
surging global prices. REUTERS

CENTRE CONSIDERS BUYING
DISCOUNTED RUSSIAN OIL,
COMMODITIES

PETROLEUM MINISTRY
INDICATES READINESS TO
RELEASE MORE RESERVES

No.offarmersbenefitingfromwheat
procurementinMadhyaPradeshhas
risenexponentially inpastfewyears
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TAKING STOCK (~)

PAYMENTS HUB: Combine the
payments services of existing
platforms such as PayZapp,
SmartBuy, and SmartHub
CUSTOMER EXPERIENCE HUB:
Focus on improving relationship
management and also improve
customer experience
NEOBANK WITHIN HDFC:
Will digitise acquisition, sale
of products and services, and
client management
ECOSYSTEM FOR AUTO, HEALTH
CARE & RURAL BANKING:
Integrate its offerings in
these ecosystems
Source: Jefferies

EXPECT PICK-UP IN
DIGITAL LAUNCHES

Change
3.2%

Govtprocurement:No.of farmersregisteringto
sellwheatatMSPinMadhyaPradeshdown17%
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