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T
he September quar-
ter earnings of the
country’s largest
lender, State Bank
of India, brought

much-needed cheer to an oth-
erwise gloomy banking sector.
 Net profit at ₹3,012 crore
was up by nearly three times
from the year-ago period. The
7.3% gain in the stock on
Thursday was justified with
profit comfortably beating
estimates. 

When the bank’s chairman
Rajnish Kumar sought divine
intervention in the June quar-
ter—“every morning I am
looking at the sky and praying
to God” is how he put it—SBI’s
balance sheet had been hit by
a surge in fresh slippages.
Three months later, these slip-
pages have halved and the pile
of dud loans is down to 7.19%
of its loan book. 

Clearly, this sharp reduc-
tion in stressed loans has given
confidence to Kumar to com-
mit to the worst-case scenario
of a 2% slippage ratio for FY20.
Kumar was hopeful that the
ratio will be lower. 

“We expect gross slippages
in a not-so- good scenario to
not exceed 2%. We believe

that the current run rate of
₹8,000 crore slippages per
quarter in a ₹23 lakh crore
loan book is normal,” said
Kumar. 

The other
boost was an
over-17% growth
in core income,
propelled by an
18% growth in retail loans. 

Even if Indian companies
are not borrowing, consum-
ers, it seems, are still willing to
fund their purchases through
loans.

Indeed, SBI’s strong retail

loan growth belies the broad
narrative of a consumption
demand slowdown in the
economy. 

But no banker leaves every-
thing to God and,
as they say, the
devil is in the
details. Here are
three:

First, SBI is yet to move to a
lower tax regime after the cor-
porate tax cut. What this
means is that the bank is yet to
account for deferred tax assets
which will weigh on profits of
the future quarters. Further,
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the lender had to use all the
gains it got from the stake sale
of SBI life Insurance towards
provisions. 

Part of it went towards the
beleaguered Dewan Housing
Finance Corp.  Ltd, to which
the bank has an exposure of
₹7,000 crore. More than 60%
went toward a power bor-
rower due to a failed resolu-
tion.

Second, SBI’s loan write-
offs are still high. For the Sep-
tember quarter, the bank
wrote off ₹12,053 crore worth
of bad loans, a bit lower than

₹16,000 in the previous quar-
ter. Write-offs helped SBI to
reach a provision coverage
ratio of 81%. Had it not written
off loans, its provision cover-
age ratio would be an unim-
pressive 62%. Write-offs still
drive the reduction in SBI’s
bad loan pile.

Third, SBI still has to face a
large line of insolvency cases
in courts. The high level of
provisioning done by the len-
der should give some comfort
to investors. The lender said
three accounts were in the
final stages of resolution, with
an expected recovery of 62%.
The impending stress from
the telecom sector, after the
Supreme Court ordered telcos
to pay up licence fees will also
have an impact on SBI’s asset
quality. Kumar’s comment on
the likely impact was non-
committal.

In short, SBI’s September
performance brings cheer to
investors, but is not enough to
dispel the gloom on the econ-
omy. 

With some prayers
answered, Kumar has to get
down to the business of get-
ting the cheques overdue from
troubled marquee borrowers.
Most of all, SBI will have to
find a resolution for DHFL to
save its ₹7,000 crore. 

Deborshi Chaki & 
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A
jay Piramal will under-
write the entire rights
issue of ₹3,650 crore

that his flagship company,
Piramal Enterprises Ltd,
announced on Friday, the bil-
lionaire businessman said in
an interaction with Mint. 

On Friday, Piramal Enter-
prises said it will raise a total of
₹5,400 crore through a mix of
rights issue of ₹3,650 crore
and preferential allotment of
convertible instruments to
Canadian pension fund man-
ager Caisse de dépôt et place-
ment du Québec (CDPQ),
amounting to ₹1,750 crore. 

In 2017, CDPQ had partici-
pated as the anchor investor
during Piramal Enterprises’
qualified institutional place-
ment, investing $175 million
out of the total issue size of
$750 million. Additionally,
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T
he Bharatiya Janata
Party (BJP) is set to
return to power in Hary-

ana.  
BJP president Amit Shah

late on Friday evening said his
party will enter into a coalition
with Dushyant Chautala-led
Jannayak Janta Party (JJP).
The newly formed alliance is
likely to stake claim to form the
government on Saturday. 

According to the agreement
between the two parties, the
BJP’s Manohar
Lal Khattar will
continue to be
chief minister
while the deputy
chief minister
will be from JJP. 

“Accepting the
mandate by the
people of Hary-
ana, leaders of
both parties have decided that
BJP-JJP will form the govern-
ment together in Haryana. CM
will be from BJP and deputy
CM will be from JJP,” Shah
said.

The alliance is in line with
the “spirit” of people’s man-
date, Shah told a press confer-
ence held jointly with Chau-
tala. The two were also joined
by Khattar, who said both par-
ties had worked together in the
past. Chautala said his party
believed the alliance was nec-

essary for stability in Haryana.
The move is significant as it

clears the decks for the BJP’s
return to power in the state.
With 10 MLAs, JJP’s support
will bolster the tally of the saf-
fron party which fell six short
of a majority.

Earlier in the day, Chautala
said JJP would join hands with
any political party that agreed
to a common minimum pro-
gramme.  “Whether it is the
Congress or the BJP, if our sup-
port is needed for improve-
ment of Haryana we will be
happy,” Chautala told report-

ers in the national
capital.

Meanwhile, in
Maharashtra, a
day after the
National Demo-
cratic Alliance
(NDA) got a clear
majority, the BJP
was yet to reach
common ground

on a power-sharing formula
with long-time ally Shiv Sena.

The BJP wants Devendra
Fadnavis to continue as chief
minister for a full second term.
However, Shiv Sena wants to
shift the alliance dynamics in
its favour with a 50:50 formula
this time around, where the
two parties will share the chief
ministership for two-and-a-
half years each. 

Shiv Sena made its inten-
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CURBED ENTHUSIASM
SBI reported a sharp fall in slippages, but write-offs and provisioning remain elevated.

DEFERRED tax assets have not 
been accounted for in Q2 as SBI is 
yet to move to the new tax regime. 
These may weigh on future profits.

THE bank’s loan write-offs, at 
₹12,053 crore in Q2, remain high. 
This has helped it reach a provision 
coverage ratio of 81%.

THE impending stress from the 
telecom sector, after SC ordered 
telcos to pay up licence fees, will 
impact SBI’s asset quality.

Source: Company
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