HeadLine:
Newspaper:

Journalist:

Page No.

Date

11-09-2019

Bank of Barodas net NPA is expected to decline from March, says CEO Jayakumar
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Bank of Baroda’s net NPA is expected to decline from March, says CEO Jayakumar

2 Venkatesh &

CNBCTViE

inkinghomeloan ratesto
L thereporatedidnotaffect

the margin quality for
Bank of Baroda across several
years, says P.S. Jayakum
managing director and chief
executive officer. In an inter-

stand out, one is how do we
define new business proposi-
tion that shows theamalgam
tion throws a real significant
benefitand thereissome kind
ofasuperordinate goal for peo-
pletochase.

“The second thing is around
the peopleintegration and the
third but also very equally
important is the technology
integration. Ifwe canget these

view, thechal-
lenges in mergers, bad loans
and an economic recovery
Edited excerpts:

We  believe
nkhad
rence with other

Ithink

the amalgamation process
would goquite smoothly.

hat do you

think is the

biggest chal-

etween people

lenge

andthey wanted ol
fromyouthesecret sauce
of mergers. What were
thekey takeaways:
It was not any secret of
merger. It was a common dis-
cussion around the whole
amalgamation processand how
shouldbanks prepare foritand
both State Bank of India (SBI)
and we were there, both of us
shared ourfeedback.
However,asThavebeentell-

d technol-
ogy integration?

I think two things, one is
beingable toarticulate the new
business model post the
mergeroramalgamationasitis.
So that we can see some clear
benefits and values coming
around the whole process of
thisconsolidation.

In our case, it is around the

eesete.and tothe customers, of
course, the benefit ofa larger
pm(luu platformand theover-
seas hanking platform that
Bank of Baroda (BoB) has got
Sol lhln}\ l]ml story coming

adha thesyn-
ergies and the cost structures,
cost savings and the revenue

inpla {owever, of
allthechallenges that we have

P:S. Jayakumar, MD and CEO, Bank of Baroda. asr sHamiexar/mint

effort and energy to get the
alignment with respect to the
core hanking systems ete but
thereareworkaroundsonecan
deploy, which then providesa
certain degreeofhedgeagainst
alonger time it takes for the
overall total technology inte-

faced,gettingthetechnologyis

inginthe:
well—three thingstomy mind

pickupsthata
ter opportunities for employ-

probabl
ecause it takes that much of

gration
You all had already
announced a home loan

productlinkedtorepo,so
it was not news for you
butnow generally for the
banking space. do you
think margins will be
crunchedabit?

Twas looking ata fiv
data and four-year and three-
year from March 2014to March
2019. During this period, the
lendingrateofthe banksorthe
weighted average yield of the

Asthat part ofitismanaged,
Ithink thereisapick-upthatis
comingin and then of course
for certain banks, there is an
infusion of capital which in a
kind of an indirect way also
helps in preserving the net
interest rate margins.
Atthe SBlconference the
wastelling that
there is a limit below
whichIcannot cutmy lia-

bankson
the repo rate change were by
and large similar.
So,overaperiod of time, the
monetary transmission does
take place. What we are now
seeing is the changes in the
pricing to an external bench-
mark to accelerate this mone-
tary transmission taking place.
So,Idothink there could be
some challenges with respect
to margin but on the other
hand, alowerinterestrate and
abettertreasury portfoliogives

v linking his
repo rate to

‘The long-term

thereporate.
also this sense that
ratherthe factsare thatour real
interest rates continue to
remainvery high.

The other aspect that has
been discussed with margins
forthebankin general haveto
decline and there has to be

here i

greater degree of efficiency
comingaround

Soall of these, we need to
factor but just talking from a
short-term per-
spective, letussay

both his sav-  view s thatlinking April of 2020,
ings deposits ~ thereporateto  given the
and his loan. homeloanrate  improvement in
Now he has  hasnotaffected  thetreasury port-
|)\|I:|ﬂo()rl'0r the margins at folio and given
the savings. BoBandhasen-  someofthereso-
The savings ~sured thatmone- lutions we are
rate cannot tarytransmission expecting, 1 do

takes place. expect weshould

£0 down to

5% he says.
The
save

Indian
notused to it. Is.

agood room for
cateh-up but also the most
important thing froman earn-
ings perspective rather than

an
Onthispointaround margin,
letus wait and watch. Twould

the margin perspective is the
kind of dilution that happens
because of the non-performing
assets (NPAs).

eral consensus view scems (o
be there is a further 50 basis
points (bps)declineexpectedin

beable to handle
the net interest
margins (NIMs)storyat least for

erm, asTmentioned
to you, when you look at the

our own prog-
nosis of which way the
industryisheaded,arewe
seeing some more build
upin terms of NPAs or is
the worst over?

There are two elements to
the net NPA number. Oneisa
slippage numberand theother
is the recovery number. Tam
hopingthattherecovery num-
ber would start moving up in
Q3 and Q4 as the insolvency
and bankruptey code (IBC)
processand the changes then
onresolvesitsel:

Should that happenaswe are
expectingit to happen, I think
the net NPA numbers should
not increase, indeed should
decline for the banks as the
recoveries and the slippages
venoffand further provision
is taken on account of aging
and variety of things. So net
NPA number should indeed
comedown

“That at least is our expecta-
tion with respect to the BoB
portfolio. That we expect the

five- i
dnlk.mc monetary transmis-

netNPAasof Mar
than the prior period or prior

sion
ha< notaffected the margins of
thebank.

March and goi ards the
3%orsub-3% percentlevel.
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