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As ǁe Đlose iŶ oŶ ǁiŶteƌ of ϮϬϮϬ, IŶdia’s iŶaŶĐial seĐtoƌ is ƌidiŶg the paŶdeŵiĐ ǁith posiiǀe suƌpƌise. NotaďlǇ, it is Ŷoǁ appaƌeŶt that the ďig feaƌ of  laƌge 
slippage iŶ asset ƋualitǇ of ďaŶks is uŶfouŶded ǁith IŶdiaŶ ďaŶks guidiŶg at ŵuĐh loǁeƌ Đƌedit Đost thaŶ eǀeŶ theiƌ AsiaŶ ĐouŶteƌpaƌts! As faƌ as ouƌ  
uŶdeƌstaŶdiŶg goes, ǀeƌǇ feǁ of the ďoƌƌoǁeƌs haǀe ill date applied foƌ ƌestƌuĐtuƌiŶg aŶd iŶĐƌeŵeŶtallǇ suĐh ďoƌƌoǁeƌs aƌe likelǇ to ďe ŵuĐh loǁeƌ. This 
is a Ŷotaďle Đliŵď-doǁŶ fƌoŵ the ďase Đase sĐeŶaƌio aŶd it is laƌgelǇ a paƌt of the huŵoŶgous efoƌts of the ďaŶks to ƌedesigŶ the ďaŶkeƌ aŶd Đoƌpoƌate 
ƌelaioŶship siŶĐe the uŶǀeiliŶg of AQR.  
We ďelieǀe, iŶ this sĐeŶaƌio ǁhat is ĐuƌƌeŶtlǇ happeŶiŶg is that ďaŶks haǀe ďeeŶ laƌgelǇ aďle to ĐoŶǀiŶĐe the Đoƌpoƌates Ŷot to go foƌ a ƌestƌuĐtuƌiŶg giǀeŶ 
the Ŷegaiǀe eǆteƌŶaliies. MuĐh Đƌedit should ďe giǀeŶ to RBI iŶ this ĐoŶteǆt as ϲ ŵoŶth ŵoƌatoƌiuŵ oŶ iŶteƌest aŶd iŶstalŵeŶt ill August ƌesulted iŶ 
suƌplus iŶ the haŶds of ďoƌƌoǁeƌs aŶd it gaǀe ĐoŶideŶĐe to the ďoƌƌoǁeƌs to seƌǀiĐe the deďt ǁithout aŶǇ ƌestƌuĐtuƌiŶg. Moƌeoǀeƌ, the addiioŶal deďt 
giǀeŶ as eŵeƌgeŶĐǇ fuŶdiŶg to all the ďoƌƌoǁeƌs ďǇ the ďaŶks iŶĐƌeased the liƋuiditǇ iŶ theiƌ haŶds that ǁas fuƌtheƌ faĐilitated ďǇ sigŶiiĐaŶt sĐaliŶg doǁŶ 
of eŵploǇee aŶd opeƌaioŶal Đosts. IŶ soŵe Đases, it is also possiďle that loĐked up fuŶd elseǁheƌe ǁas used to ƌepaǇ the deďt.  
But ǁe ŵust ĐoŵŵeŶd the RBI aŶd the ďaŶks foƌ takiŶg the NPA ďull ďǇ the hoƌŶ, ďǇ stƌiĐtlǇ eŶsuƌiŶg that ďoƌƌoǁeƌ iŶaŶĐial disĐipliŶe ǁas  
sǇsteŵaiĐallǇ ďƌought iŶ ŵuĐh ďefoƌe paŶdeŵiĐ to ŵake the ďoƌƌoǁeƌs ƌealise that iŵelǇ paǇŵeŶt of iŶteƌest aŶd iŶstalŵeŶt is ŶeĐessaƌǇ aŶd aŶǇ 
ďƌeaĐh iŶ that ǁill afeĐt theiƌ ƌaiŶg aŶd pƌiĐiŶg ǁill ďe iŶĐƌeased. UŶits ǁith high leǀeƌage ǁeƌe adǀised to ƌeduĐe theiƌ deďt leǀel iŶ iŵe ďouŶd  
ŵaŶŶeƌ.  The iŵpƌoǀeŵeŶt iŶ ĐolleĐioŶ eiĐieŶĐǇ is a ĐlassiĐ eǆaŵple of hoǁ the ďeŶeits of iŶaŶĐial disĐipliŶe haǀe ďeeŶ iŶĐulĐated aŵoŶg ďoƌƌoǁeƌs 
ďǇ ďaŶks aŶd RBI thƌough assiduous ĐoŵŵuŶiĐaioŶ aŶd ĐogeŶt haŶdliŶg!  
IŶ teƌŵs of Ŷuŵďeƌs, assuŵiŶg ϭϱ%-ϮϬ% of the Đoƌpoƌates had opted foƌ ŵoƌatoƌiuŵ, ďased oŶ ouƌ eaƌlieƌ aŶalǇsis, the ƌestƌuĐtuƌiŶg aŵouŶt  
oƌigiŶallǇ eŶǀisaged ǁas up to Rs ϳ lakh Đƌoƌe. We esiŵate ďased oŶ ouƌ feedďaĐk aŶd gƌaŶulaƌ data aŶalǇsis that oŶlǇ aƌouŶd ϭϱ-ϮϬ% of the ĐoŵpaŶies, 
fƌoŵ the said aŵouŶt, ŵaǇ ƌeƋuest foƌ a deďt ƌestƌuĐtuƌiŶg ǁhiĐh ďǇ ŵost pessiŵisiĐ esiŵates Đould ďe a ŵaǆiŵuŵ up to Rs ϭ lakh Đƌoƌe. Hoǁeǀeƌ, ǁe 
feel seĐtoƌs suĐh as MSME aŶd AgƌiĐultuƌe ŵight ĐoŶiŶue to ďe iŶ stƌess foƌ soŵe iŵe aŶd ƌeƋuiƌe to ďe ŵoŶitoƌed aŶd haŶdheld. RegaƌdiŶg AgƌiĐultuƌe, 
it seeŵs to ďe that the KYC update ŵaǇ haǀe ďeeŶ laggiŶg ďeĐause of loĐkdoǁŶ, aŶd a paƌt of this is Ŷoǁ geiŶg pulled ďaĐk.  
We aƌe also laďďeƌgasted to see a lot of ďehaǀioƌal ĐhaŶges duƌiŶg paŶdeŵiĐ ďǇ the ďoƌƌoǁeƌs that giǀes a Ŷeǁ seŶse of ďelief to the outlook of ouƌ  
iŶaŶĐial seĐtoƌ agaiŶst dooŵsdaǇ ĐoŵŵeŶtaƌies. Foƌ eǆaŵple, ǁe ĐleaƌlǇ oďseƌǀe that soŵe of the ĐoŵpaŶies haǀe deliďeƌatelǇ ƌeduĐed the loaŶaďle 
fuŶds duƌiŶg HϭFYϮϭ ďǇ ƌeduĐiŶg theiƌ liƋuid assets i.e. Đash aŶd ďaŶk ďalaŶĐe iŶ the ďalaŶĐe sheet aŶd this seƌǀed theŵ iŶ good stead. Also, eǀeŶ though 
seǀeƌal seĐtoƌs haǀe ƌepoƌted de-gƌoǁth iŶ keǇ paƌaŵeteƌs, ǁe oďseƌǀed these seĐtoƌs haǀe ƌeduĐed Đost ǁheƌeǀeƌ possiďle to staǇ aloat. MaŶǇ seĐtoƌs 
also ƌeduĐed  eŵploǇee Đost ƌaŶgiŶg fƌoŵ ϱ% to ϯϬ% , though it ŵaǇ iŵpaĐt ĐoŶsuŵpioŶ adǀeƌselǇ iŶ futuƌe.  
FiŶallǇ, soŵe itďits. Fiƌst, ǁe ŵaǇ Ŷeed to ƌeǀisit RBI stƌess tesiŶg Ŷoǁ as ǁhile duƌiŶg FYϭϱ to FYϭϴ, RBI GNPA pƌojeĐioŶs aƌe loǁeƌ thaŶ the  
aĐtual, iŶ the Ǉeaƌs FYϭϵ aŶd FYϮϬ aŶd uliŵatelǇ iŶ FYϮϭ aĐtual Ŷuŵďeƌs aƌe ŵuĐh loǁeƌ thaŶ the pƌojeĐioŶs.  
SeĐoŶdlǇ, the eŵeƌgeŶĐǇ Đƌedit guaƌaŶtee sĐheŵe, Đoupled ǁith addiioŶal loaŶaďle fuŶds ŵade aǀailaďle seeŵs to haǀe faĐilitated the tuƌŶaƌouŶd, just 
as the pƌopheiĐ SaǇs Laǁ ͞SupplǇ Đƌeates its oǁŶ deŵaŶd!͟ 

ThiƌdlǇ, a litle ďit of gaŵe theoƌǇ. CleaƌlǇ, the iŶaŶĐial disĐipliŶe assiduouslǇ iŶĐulĐated ŵakes us to ďelieǀe that, ǁe ǁeƌe aďle to ataiŶ the Nash EƋuiliď-
ƌiuŵ ;a situaioŶ, ǁheƌe ďoth the ďoƌƌoǁeƌ aŶd the leŶdeƌ had Ŷo iŶĐeŶiǀe to deǀiate fƌoŵ the paǇof ŵatƌiǆ) iŶ peƌiod ϭ itself ǁithout a ƌestƌuĐtuƌiŶg!  
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 As ǁe Đlose iŶ oŶ ǁiŶteƌ of ϮϬϮϬ, IŶdia’s iŶaŶĐial seĐtoƌ is ƌidiŶg the 

paŶdeŵiĐ ǁith posiiǀe suƌpƌise. NotaďlǇ, it Ŷoǁ is appaƌeŶt ateƌ 
goiŶg thƌough the ĐoŵŵeŶtaƌǇ of ďaŶks aŶd NBFCs post QϮ ƌesults 
that the ďig feaƌ of a laƌge slippage iŶ asset ƋualitǇ of ďaŶks is uŶ-
fouŶded.  As faƌ as ouƌ uŶdeƌstaŶdiŶg, ǀeƌǇ feǁ of the ďoƌƌoǁeƌs 
haǀe ill date applied foƌ ƌestƌuĐtuƌiŶg aŶd iŶĐƌeŵeŶtallǇ suĐh ďoƌ-
ƌoǁeƌs aƌe likelǇ to ďe ŵuĐh loǁeƌ. This is a Ŷotaďle Đliŵď-doǁŶ fƌoŵ 
the ďase Đase sĐeŶaƌio aŶd it is laƌgelǇ a paƌt of the huŵoŶgous 
efoƌts of the ďaŶks to ƌedesigŶ the ďaŶkeƌ aŶd Đoƌpoƌate ƌelaioŶship 
siŶĐe the uŶǀeiliŶg of AQR.  

 IŶ efeĐt, the ƌelaioŶship ďetǁeeŶ Coƌpoƌate aŶd BaŶks post AQR 
ĐaŶ ďe ďest illustƌated ďǇ a siŵple gaŵe theoƌeiĐ eǆeƌĐise thƌough 
Suď Gaŵe PeƌfeĐt Nash EƋuiliďƌiuŵ. NotaďlǇ, assuŵiŶg that ǁe haǀe 
Ϯ plaǇeƌs, PlaǇeƌ ϭ/ Coƌpoƌate aŶd PlaǇeƌ Ϯ/ BaŶk ǁho Đould eitheƌ go 
foƌ ƌestƌuĐtuƌiŶg oƌ Ŷot iŶ peƌiod ϭ. If a ƌestƌuĐtuƌiŶg is aǀoided, theŶ 
ǁe haǀe aŶ eƋuiliďƌiuŵ ǁheƌeďǇ Coƌpoƌate aŶd BaŶks get a ďeŶeit 
of saǇ ϭ & ϯ. The ďeŶeit to the ďaŶks iŶ this Đase is  ƌeduĐed  
pƌoǀisioŶiŶg aŶd the ďeŶeit to the Đoƌpoƌate is ĐoŶiŶued aďilitǇ to 
ƌaise fuŶds fƌoŵ the ŵaƌket at Đoŵpeiiǀe ƌates.   
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 Hoǁeǀeƌ, if ďoth deĐide oŶ ƌestƌuĐtuƌiŶg iŶ peƌiod ϭ, theŶ ǁe ŵoǀe to  
peƌiod Ϯ. IŶ peƌiod Ϯ, if ƌestƌuĐtuƌiŶg fails, ďoth Coƌpoƌate aŶd BaŶks get a 
Ŷegaiǀe paǇof ǁhiĐh ďoth ǁaŶt to aǀoid. The Ŷegaiǀe paǇof to Coƌpoƌates 
happeŶs laƌgelǇ ďeĐause of feaƌ of loss of oǁŶeƌship aŶd foƌ BaŶks, feaƌ of a 
suƌge iŶ NPA.  Hoǁeǀeƌ, if suĐh ƌestƌuĐtuƌiŶg is suĐĐessful, ďoth Coƌpoƌates 
aŶd BaŶks get a posiiǀe paǇof, ďut that is loǁeƌ thaŶ iŶ Peƌiod ϭ paǇofs 
ǁheŶ ďoth of theŵ had deĐided foƌ Ŷo ƌestƌuĐtuƌiŶg.  

 Foƌ Đoƌpoƌates, it is alǁaǇs a Đase of stƌiĐt aǀoidaŶĐe as ďeteƌ ƌated Đoƌpo-
ƌates did Ŷot ǁaŶt the tag of ƌestƌuĐtuƌiŶg as it Đould iŶĐƌease theiƌ pƌiĐiŶg 
Đosts ǁith feaƌ of ƌaiŶg doǁŶgƌade. Foƌ ďaŶks, it is alǁaǇs a Đuŵďeƌsoŵe 
aŶd iŵe ĐoŶsuŵiŶg eǆeƌĐise ǁith the ŵoŶitoƌiŶg Đosts, higheƌ pƌoǀisioŶiŶg 
aŶd iŶ the eǆtƌeŵe Đase if the aĐĐouŶt slips, post ƌeĐoǀeƌǇ ŵeĐhaŶisŵ.  

 We ďelieǀe, iŶ this sĐeŶaƌio ǁhat is ĐuƌƌeŶtlǇ happeŶiŶg is BaŶks haǀe ďeeŶ 
laƌgelǇ aďle to ĐoŶǀiŶĐe the Coƌpoƌates to Ŷot go foƌ a ƌestƌuĐtuƌiŶg giǀeŶ 
the Ŷegaiǀe eǆteƌŶaliies. Due Đƌedit should also ďe giǀeŶ to RBI iŶ this ĐoŶ-
teǆt as ϲ ŵoŶths ŵoƌatoƌiuŵ oŶ iŶteƌest aŶd iŶstalŵeŶt ill August ƌesulted 
iŶ suƌplus iŶ the haŶds of ďoƌƌoǁeƌs aŶd it gaǀe ĐoŶideŶĐe to the ďoƌƌoǁeƌs 
to seƌǀiĐe the deďt ǁithout aŶǇ ƌestƌuĐtuƌiŶg. AddiioŶallǇ, the addiioŶal 
deďt giǀeŶ as eŵeƌgeŶĐǇ fuŶdiŶg to all the ďoƌƌoǁeƌs ďǇ the ďaŶks iŶĐƌeased 
the liƋuiditǇ iŶ theiƌ haŶds that ǁas fuƌtheƌ faĐilitated ďǇ sigŶiiĐaŶt sĐaliŶg 
doǁŶ of eŵploǇee aŶd opeƌaioŶal Đosts. IŶ soŵe Đases, it is possiďle that 
loĐked up fuŶd elseǁheƌe ǁas used to ƌepaǇ ďaĐk the deďt.  

 But ǁe ŵust ĐoŶgƌatulate the ďaŶks aŶd RBI that iŶaŶĐial disĐipliŶe ǁas 
ďƌought iŶ ŵuĐh ďefoƌe paŶdeŵiĐ to ŵake the ďoƌƌoǁeƌs to ƌealise that 
iŵelǇ paǇŵeŶt of iŶteƌest aŶd iŶstalŵeŶt is ŶeĐessaƌǇ aŶd aŶǇ ďƌeaĐh iŶ 
that ǁill afeĐt theiƌ ƌaiŶg aŶd pƌiĐiŶg ǁill ďe iŶĐƌeased.  UŶits ǁith high 
leǀeƌage ǁeƌe adǀised to ƌeduĐe theiƌ deďt leǀel iŶ iŵe ďouŶd  
ŵaŶŶeƌ.  These faĐtoƌs also helped the uŶits to ide oǀeƌ the Đƌisis.  

 CleaƌlǇ, suĐh ĐajoliŶg ŵakes us to ďelieǀe that, BaŶks aŶd Coƌpoƌates ǁeƌe 
aďle to ataiŶ the Nash EƋuiliďƌiuŵ ;a situaioŶ, ǁheƌe ďoth the ďoƌƌoǁeƌ 
aŶd the leŶdeƌ had Ŷo iŶĐeŶiǀe to deǀiate fƌoŵ the paǇof ŵatƌiǆͿ iŶ peƌi-
od ϭ itself ǁithout ƌestƌuĐtuƌiŶg!  

LOOKING FORWARD FOR A BETTER HϮFYϮϭ 

 BegiŶŶiŶg FYϮϭ, folloǁiŶg the Coǀid-ϭϵ led loĐkdoǁŶ aŶd its suďseƋueŶt 
ateƌefeĐts, ďusiŶesses aĐƌoss seĐtoƌs ǁeƌe iŵpaĐted seǀeƌelǇ. As eǆtƌaoƌdi-
ŶaƌǇ iŵes Ŷeed eǆtƌaoƌdiŶaƌǇ ŵeasuƌes, GoǀeƌŶŵeŶt aŶd ƌegulatoƌs Đaŵe 
out ǁith ǀaƌious ŵeasuƌes to suppoƌt the eĐoŶoŵǇ ƌaŶgiŶg fƌoŵ siŵulus to 
ǀaƌious ƌelaǆaioŶs, liƋuiditǇ suppoƌt, Đƌedit eŶhaŶĐeŵeŶts, ŵoƌatoƌiuŵ etĐ. 
to keep the eĐoŶoŵǇ ƌolliŶg.     

 BusiŶess houses too tƌied theiƌ paƌt aŶd looked foƌ ďƌoad ƌaŶge of  
iŶteƌƌelated issues iŶĐludiŶg ďut Ŷot liŵited to keepiŶg theiƌ eŵploǇees aŶd 
Đustoŵeƌ safe, shoƌiŶg-up Đash aŶd liƋuiditǇ, ƌeoƌieŶiŶg opeƌaioŶs, ĐuiŶg 
Đost ǁheƌeǀeƌ possiďle, ƌeŶegoiaiŶg ǁith supplieƌs, ďuǇeƌs iŶĐludiŶg of-
shoƌe, iŶǀeŶtoƌǇ ŵaŶageŵeŶt etĐ.  

 IŶ ouƌ pƌeǀious ƌepoƌt itle ͞FINANCIAL MARKET STABILITY & LOAN MORA-
TORIUM : THE ANGEL IS IN THE DETAILS͟ ƌeleased oŶ ϯƌd August ϮϬϮϬ, ouƌ 
seĐtoƌ ǁise aŶalǇsis ƌeǀealed that seĐtoƌ suĐh as Metal aŶd Metal pƌoduĐts, 
PetƌoĐheŵiĐals, Poǁeƌ, NBFC aŶd Real Estate, Teǆile etĐ. had opted foƌ loaŶ 
ŵoƌatoƌiuŵ. Fuƌtheƌ, soŵe of the ĐoŵpaŶies iŶ seĐtoƌ suĐh as FMCG, Phaƌ-
ŵa, CheŵiĐals, HealthĐaƌe, CoŶsuŵeƌ Duƌaďle, Auto etĐ. also opted foƌ ŵoƌ-
atoƌiuŵ, though haǀiŶg loǁ deďt to eƋuitǇ ƌaio as ǁell as adeƋuate Đash 
aŶd ďaŶk ďalaŶĐe, oŶlǇ to ĐoŶseƌǀe Đash duƌiŶg these uŶĐeƌtaiŶies.  

 It Ŷoǁ seeŵs that ouƌ  ĐoŶteŶioŶ of plaǇeƌs ĐoŶseƌǀiŶg Đash ďeĐause of the 
ŵoƌtaƌiuŵ has iŶdeed ďeeŶ pƌoǀed to ďe pƌopheiĐ ǁith ŵost of the seĐtoƌs 
usiŶg the Đash ďuilt up duƌiŶg loĐkdoǁŶ to ƌepaǇ the deďt, Đoupled ǁith 
soŵe otheƌ posiiǀe faĐtoƌs like a piĐk up iŶ eǆpoƌt oƌdeƌ. CƌuĐiallǇ, the 
eŵeƌgeŶĐǇ Đƌedit guaƌaŶtee sĐheŵe, Đoupled ǁith addiioŶal loaŶaďle 
fuŶds ŵade aǀailaďle seeŵs to haǀe faĐilitated the tuƌŶaƌouŶd , just as the 
pƌopheiĐ SaǇs Laǁ ͞SupplǇ Đƌeates its oǁŶ deŵaŶd!͟ 

BANK CREDIT GROWTH  
 It is ĐleaƌlǇ ǀisiďle fƌoŵ the taďle that BaŶk Đƌedit ǁas alŵost 

lat duƌiŶg last siǆ ŵoŶths, eǀeŶ theƌe is a de-gƌoǁth of ϭ.ϬϮ% 
iŶ ŶoŶ-food Đƌedit outstaŶdiŶg as oŶ Sep’ϮϬ as Đoŵpaƌed to 
Maƌ’ϮϬ. Hoǁeǀeƌ, ǁhat is iŶteƌesiŶg to Ŷote is that Đƌedit 
gƌoǁth iŶ Mediuŵ eŶteƌpƌises aŶd AgƌiĐultuƌe aŶd Allied AĐ-
iǀiies iŶĐƌeased ďǇ ϭϯ.ϴϰ% aŶd ϯ.ϭϳ% ƌespeĐiǀelǇ duƌiŶg this 
peƌiod. We ǁill disĐuss iŶ detail ƌegaƌdiŶg these tǁo seĐtoƌs iŶ 
ouƌ suďseƋueŶt seĐioŶ.   

HOW BANK CREDIT FARED IN THE SELECT SECTORS THAT AP-
PEARED TO HAVE OPTED FOR MORATORIUM 

 List of seĐtoƌs aloŶg ǁith gƌoǁth iŶ ďaŶk Đƌedit duƌiŶg Maƌ’ϮϬ 
to Sep’ϮϬ as shoǁŶ iŶ the taďle, shoǁs that ŵost of the seĐ-
toƌs ƌepoƌted a Ŷegaiǀe gƌoǁth duƌiŶg the peƌiod suggesiŶg 
ĐleaƌlǇ ƌepaǇŵeŶt of oďligaioŶs. OŶlǇ a feǁ seĐtoƌs suĐh as 
Otheƌ Metals & Metal PƌoduĐts, VehiĐle, VehiĐle Paƌts & 
TƌaŶspoƌt EƋuipŵeŶt, Hotel RestauƌaŶt etĐ. haǀe ƌepoƌted 
soŵe gƌoǁth, ŵaǇ ďe due to aǀailiŶg of ŵoƌatoƌiuŵ of addi-
ioŶal Đƌedit due to eloŶgated ǁoƌkiŶg Đapital ĐǇĐle aŶd to ide 
oǀeƌ the situaioŶ. The taďle shoǁs Rs ϯϮ.ϲ lakh Đƌoƌe is the 
Đƌedit outstaŶdiŶg to aďoǀe seĐtoƌs. AssuŵiŶg ϭϱ-ϮϬ% of the 
Đoƌpoƌates fƌoŵ the aďoǀe seĐtoƌs had opted foƌ ŵoƌatoƌiuŵ, 
ďased oŶ ouƌ eaƌlieƌ aŶalǇsis, the aŵouŶt Đoŵes to aƌouŶd Rs 
ϱ-ϳ lakh Đƌoƌe. Fuƌtheƌ, as ǁe see iŶ ŵost of the seĐtoƌs, Đoŵ-
paŶies appeaƌ to ďe hoŶouƌiŶg theiƌ ƌepaǇŵeŶt oďligaioŶs. 
We esiŵate ďased oŶ ouƌ feedďaĐk aŶd gƌaŶulaƌ data aŶalǇ-
sis that oŶlǇ aƌouŶd ϭϱ-ϮϬ% of the ĐoŵpaŶies, fƌoŵ the said 
aŵouŶt, ŵaǇ ƌeƋuest foƌ a deďt ƌestƌuĐtuƌiŶg ǁhiĐh ďǇ ŵost 
pessiŵisiĐ esiŵates Đould ďe ŵaǆiŵuŵ upto Rs ϭ lakh Đƌoƌe. 
We ďelieǀe that ĐoŵpaŶies ǁhiĐh aƌe aďle to paǇ the sĐhedule 
oďligaioŶs ǁill Ŷot go foƌ a ƌestƌuĐtuƌiŶg ďeĐause of the feaƌ 
of doǁŶgƌade of eǆteƌŶal Đƌedit ƌaiŶg ǁhiĐh ǁill afeĐt theiƌ 
aďilitǇ to ƌaise fuŶds fƌoŵ the ŵaƌket at Đoŵpeiiǀe ƌates aŶd 
also Ŷo ĐoŵpaŶǇ ǁaŶts the tag of ƌestƌuĐtuƌiŶg. 

Sector Mar-20 Sep-20 Credit Growth 

Food Processing 1541 1484 -3.7%

Textiles 1924 1889 -1.8%

Petroleum, Coal Products & Nuclear Fuels 758 605 -20.2%

Chemicals & Chemical Products 2029 1752 -13.7%

Fertiliser 491 342 -30.4%

Drugs & Pharmaceuticals 534 501 -6.2%

Petro Chemicals 422 359 -15.1%

Others 582 550 -5.5%

Basic Metal & Metal Product 3503 3430 -2.1%

Iron & Steel 2624 2527 -3.7%

Other Metal & Metal Product 879 904 2.8%

Vehicles, Vehicle Parts & Transport Equipment 826 901 9.1%

Gems & Jewellery 595 556 -6.5%

Construction 1043 1046 0.3%

Infrastructure 10539 10152 -3.7%

Power 5598 5519 -1.4%

Telecommunications 1438 1148 -20.1%

Roads 1907 1983 4.0%

Other Infrastructure 1597 1502 -5.9%

Tourism, Hotels & Restaurants 460 484 5.2%

Commercial Real Estate 2298 2300 0.1%

Non-Banking Financial Companies (NBFCs) 8074 8026 -0.6%

Total 33591 32626 -2.9%

                                            ASCB Credit growth (Select Sector)                              Rs billion

Source: RBI; SBI Research

Sector Mar-20 Sep-20 Credit Growth 

Gross Bank Credit 92631 91835 -0.9%

Food Credit 516 662 28.3%

Non-food Credit  92115 91173 -1.0%

Agriculture & Allied Activities 11578 11945 3.2%

Industry (Micro & Small, Medium and Large) 29052 27749 -4.5%

Micro & Small 3818 3608 -5.5%

Medium 1056 1202 13.8%

Large 24177 22938 -5.1%

Services 25949 25763 -0.7%

Personal Loans 25537 25717 0.7%

                                            ASCB Credit growth (Major Sector)                            Rs billion

Source: RBI; SBI Research
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 Hoǁeǀeƌ, ǁe feel seĐtoƌs suĐh as MSME aŶd AgƌiĐultuƌe ŵight ĐoŶiŶue to ďe iŶ stƌess foƌ soŵe iŵe aŶd ƌeƋuiƌe to ďe ŵoŶitoƌed aŶd 
haŶdheld. MoǀeŵeŶt of MSME poƌfolio aŶd NPA foƌ seleĐt ďaŶk though ƌeduĐed fƌoŵ MaƌĐh’ϮϬϮϬ leǀel sill appeaƌs to ďe eleǀated ;see 
taďle). RegaƌdiŶg AgƌiĐultuƌe, it seeŵs to ďe that the KYC update ŵaǇ haǀe ďeeŶ laggiŶg ďeĐause of loĐkdoǁŶ, aŶd a paƌt of this is Ŷoǁ 
geiŶg pulled ďaĐk.  

 

 

 

 

 

 

 

 

FINANCIALS IN THE LISTED SPACE SHOWS SECTORS CONSCIOUSLY REDUCED LOAN FUNDS TO TIDE OVER THE CASH FLOW DISRUPTION  
 Fƌoŵ the ƌesults of aƌouŶd ϴϬϬ listed Đoƌpoƌates, ǁe ĐleaƌlǇ oďseƌǀe that soŵe of the ĐoŵpaŶies haǀe ƌeduĐed the loaŶaďle fuŶds duƌiŶg 

HϭFYϮϭ ďǇ ƌeduĐiŶg theiƌ liƋuid assets i.e. Đash aŶd ďaŶk ďalaŶĐe iŶ the ďalaŶĐe sheet. It is Ƌuite eǀideŶt that duƌiŶg uŶĐeƌtaiŶ iŵes Đoƌpo-
ƌates kept the ďalaŶĐe sheet light ;deďt) as faƌ as possiďle to aǀoid iŶteƌest ďuƌdeŶ. Soŵe of the seĐtoƌs ǁheƌe ƌeduĐioŶ iŶ loaŶaďle fuŶds 
is oďseƌǀed iŶĐludes EŶteƌtaiŶŵeŶt, CeŵeŶt, Retail, Steel, Teǆiles etĐ.   

 

 

 

 

 

 

 

QϭFYϮϭ RESULTS SHOWED SIGNS OF IMPROVEMENT AS CORPORATES MATCHED TURNOVER DECLINE WITH AGGRESSIVE COST CUTTING 

 Coƌpoƌate eaƌŶiŶgs, iŶ the listed spaĐe, appeaƌ to ďe iŵpƌoǀiŶg iŶ QϮ, ateƌ disŵal peƌfoƌŵaŶĐe iŶ Qϭ FYϮϭ, ǁith aƌouŶd ϯϬ% dip iŶ the top 
liŶe aŶd ďotoŵ liŶe de-gƌoǁth ďǇ ŵoƌe thaŶ ϳϱ%, ĐouƌtesǇ Coǀid-ϭϵ, as Ŷo seĐtoƌ ƌeŵaiŶed uŶtouĐhed ǁith the iŵpaĐt of Coǀid-ϭϵ aŶd 
suďseƋueŶt loĐkdoǁŶ. OŶlǇ seĐtoƌs suĐh as FMCG, Ediďle Oil, Phaƌŵa etĐ. Đould deliǀeƌ gƌoǁth iŶ all keǇ paƌaŵeteƌs.  

 Hoǁeǀeƌ, ǁith the iŶiial tƌeŶd ĐoŵiŶg up ǁith the ƌesults ;QϮFYϮϭ) iŶ listed spaĐe, ǁe oďseƌǀed seĐtoƌs suĐh as CeŵeŶt, Capital Goods, 
PaĐkagiŶg, Autoŵoďile, CoŶsuŵeƌ Duƌaďle etĐ. also ƌepoƌted ďeteƌ Ŷuŵďeƌ aĐƌoss keǇ paƌaŵeteƌs.  AƌouŶd ϴϬϬ listed eŶiies, eǆĐludiŶg 
BFSI, ƌeiŶeƌies aŶd teleĐoŵ ƌepoƌted aƌouŶd ϭ% gƌoǁth iŶ top liŶe aŶd aƌouŶd ϭϬ% gƌoǁth iŶ ďoth EBIDTA aŶd PAT iŶ QϮFYϮϭ as  
Đoŵpaƌed to QϮFYϮϬ. TeleĐoŵ seĐtoƌ ƌeǀeŶue iŵpƌoǀed ďǇ aƌouŶd ϭϮ% aŶd loss ƌeduĐed ďǇ ϵϬ%. List of seĐtoƌs ƌepoƌted gƌoǁth ǁith keǇ 
paƌaŵeteƌs as uŶdeƌ: - 

Mar-20 Sep-20 Mar-20 Sep-20 Mar-20 Sep-20 Mar-20 Sep-20

State Bank of India 267614 277248 9.4 8.2 206067 210945 15.9 14.8

Punjab National Bank 117348 121969 16.8 15.9 116837 124350 15.6 14.0

Bank of India 56092 60,930 15.8 13.7 52184 54,420 17.3 15.9

Bank of Baroda 87328 91,195 13.0 NA 87921 93,818 10.3 NA

Canara Bank 105692 109719 11.8 9.5 132884 141880 7.5 6.0

Union Bank of India 120754 124813 16.3 17.6 98170 110467 11.1 9.9

Indian Overseas Bank 30548 31014 10.7 8.2 33136 34511 7.3 6.9

Indian Bank 60907 65176 10.6 9.3 68959 71345 13.59 12.0

Bank of Maharashtra 17164 19,057 12.6 10.6 14385 16,039 25.9 21.7

UCO Bank 24486 26426 NA 10.2 23651 24040 NA 16.5

Source: Bank results; SBI Research

Movment in MSME and Agri Portfolio of Banks and their NPAs 

Bank

MSME Agriculture

Outstanding Rs in Cr GNPA % Outstanding Rs in Cr GNPA %

Sector No of Cos. Net Sales EBIDTA PAT

Edible Oil 7 34 60 134

Engineering 4 28 17 62

Healthcare 6 12 34 74

FMCG 21 11 21 8

Tyres 3 9 54 31

Automobile 6 7 34 -1

Cement 12 5 41 76

IT - Software 56 4 10 10

Packaging 7 3 31 56

Plastic products 18 3 42 18

Capital Goods - Electrical Equipment 12 2 LTP LTP

Consumer Durables 14 2 33 7

Chemicals 37 1 11 15

Growth (%) in key parameters in Q2FY21 vis-à-vis Q2FY20 (select sector)

Source: Cline; SBI Research; LTP = loss to profit

Net Worth
Loan 

Funds

Cash & Bank 

Balance

Net 

Worth

Loan 

Funds

Cash & Bank 

Balance

Net 

Worth

Loan 

Funds

Cash & 

Bank 

Balance
Cement 12 63918 25297 2045 61916 27037 1831 3 -6 12

Chemicals 41 41262 5153 3235 38397 5996 3211 7 -14 1

Entertainment 16 27531 9090 1612 27159 10360 6335 1 -12 -75

Mining & Mineral products 2 2998 208 1688 3051 221 1841 -2 -6 -8

Refineries 6 599405 389788 8035 556152 468538 9335 8 -17 -14

Retail 3 13617 2512 133 13771 2737 138 -1 -8 -4

Steel 35 99364 96042 10613 95755 104468 14319 4 -8 -26

Textiles 52 30596 17776 1865 29517 19156 2054 4 -7 -9

Source: Cline; from results of around 800 companies; SBI Research; Net Worth = Capital + Reserve and Surplus

Some of the sectors reduced loan funds in H1FY21 

Sector
No of 

Companies

Sept'20  Rs in cr March'20  Rs in cr Growth/Changes in % 
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 SeĐtoƌs suĐh as Hotel aŶd RestauƌaŶts, Aiƌ TƌaŶspoƌt SeƌǀiĐes, CoŶstƌuĐioŶs, Retail, Teǆile, DiaŵoŶd, Geŵ & JeǁelleƌǇ, Leatheƌ etĐ. 
haǀe ƌepoƌted douďle digit de-gƌoǁth iŶ keǇ iŶaŶĐials iŶĐludiŶg ƌeǀeŶue. EǀeŶ though these seĐtoƌs haǀe ƌepoƌted de-gƌoǁth iŶ keǇ 
paƌaŵeteƌs, ǁe oďseƌǀed these seĐtoƌs haǀe ƌeduĐed Đost ǁheƌeǀeƌ possiďle to staǇ aloat. MaŶǇ seĐtoƌs also ƌeduĐed  
eŵploǇee Đost ƌaŶgiŶg fƌoŵ ϱ% to ϯϬ% . 

 

 

 

 

 

 

 

 

SOME SECTORS HAVE ALSO REPORTED IMPROVEMENT IN EXPORTS ON YOY BASIS 

 Soŵe of the seĐtoƌs also ƌepoƌted iŵpƌoǀeŵeŶt iŶ eǆpoƌts, iŶ QϮFYϮϭ, Ŷot oŶlǇ as Đoŵpaƌed to pƌeǀious Ƌuaƌteƌ i.e. QϭFYϮϭ, ďut also 
ƌepoƌted eǆĐelleŶt gƌoǁth as Đoŵpaƌed to QϮFYϮϬ. Foƌ eǆaŵple, RiĐe eǆpoƌts ƌepoƌted ϭϮ% gƌoǁth seƋueŶiallǇ ďut ϲϱ% gƌoǁth oŶ 
YoY ďasis. Meat aŶd DaiƌǇ, IƌoŶ Oƌe, Geŵ & JeǁelleƌǇ, Dƌug aŶd Phaƌŵa etĐ. IŶ teǆile seĐtoƌ i.e. CotoŶ ǇaƌŶ, FaďƌiĐs, HaŶdlooŵ Pƌod-
uĐts etĐ. also ƌepoƌted a ǇoǇ gƌoǁth of ϳ% aŶd seƋueŶial gƌoǁth of ϵϯ% iŶ eǆpoƌt.   

Sector No of Cos. Net Sales Material cost
Employee 

Expenses
EBIDTA PAT

Non Ferrous Metals 4 21 33 -13 39 -7

Readymade Garments/ Apparells 3 3 8 -12 8 -5

Auto Ancillaries 28 -2 -2 -7 27 7

Capital Goods-Non Electrical Equipment 23 -5 -7 -8 16 -8

Textiles 51 -10 -11 -9 -9 -31

Diamond, Gems and Jewellery 4 -11 -7 -20 -31 -22

Retail 2 -19 -16 -5 -57 -67

Construction 13 -20 -32 -16 -66 -321

Paper 9 -25 -23 -13 -43 -74

Entertainment 13 -33 -67 -24 -48 -62

Hotels & Restaurants 11 -66 -73 -28 -220 -244

Growth in Key Parameters Q2FY21 vis-à-vis Q2FY20 (select sector)

Source: Cline; SBI Research; Material cost includes raw material consumed, stock adjustment and purchased of finished goods

QoQ YoY

Rice 1739 1304 1914 2148 12 65

Spices 879 1076 881 1039 18 -3

Meat, dairy & poultry products 948 928 484 1092 126 18

Iron Ore 641 696 1045 1090 4 57

Gems & Jewellery 9401 9780 2664 6026 126 -38

Drugs & Pharmaceuticals 5049 5209 5526 6275 14 20

Organic & Inorganic Chemicals 5788 5404 4972 5373 8 -1

Cotton Yarn/Fabrics/made-ups, Handloom Products etc. 2521 2464 1374 2646 93 7

Man-made Yarn/Fabrics/made-ups etc. 1155 1194 476 968 103 -19

RMG of all Textiles 4170 3705 1446 3337 131 -10

Total 81080 78349 51318 73928 44 -6

Source: Govt.; SBI Research

Quarterwise Export of select commodities ($ Mn)

Item Q1FY20 Q2FY20 Q1FY21 Q2FY21
Growth (%)

RATING MATRIX SHOWS SIGN OF IMPROVEMENT IN UPGRADE TO DOWNGRADES ;U/DͿ RATIO POST JUNE ϮϬϮϬ 

 Fƌoŵ the ƌaiŶg ŵatƌiǆ aĐƌoss ƌaiŶg ageŶĐies, ǁe oďseƌǀed that post JuŶ’ϮϬ, ƌaiŶg upgƌades to doǁŶgƌades ;U/D ƌaio) haǀe shoǁŶ soŵe 
sigŶ of iŵpƌoǀeŵeŶts alďeit ŵuĐh ďeloǁ oŶe. U/D ƌaio is Ϭ.ϭϱ duƌiŶg ;Jul-OĐt) peƌiod as Đoŵpaƌed to Ϭ.Ϭϲ duƌiŶg ;Apƌil-JuŶe) peƌiod.  

 Nuŵďeƌs of doǁŶgƌades ƌepoƌted duƌiŶg Apƌ-JuŶ’ϮϬϮϬ is ϯϳϱϱ as agaiŶst ϰϳϲϵ duƌiŶg Jul-OĐt’ϮϬ peƌiod aŶd the Ŷuŵďeƌ of upgƌades  
ƌepoƌted duƌiŶg the saŵe peƌiod is ϮϮϳ aŶd ϳϯϲ ƌespeĐiǀelǇ suggesiŶg a ϵďps iŵpƌoǀeŵeŶt iŶ U/D ƌaio post JuŶ’ϮϬ.  

 It is peƌiŶeŶt to ŵeŶioŶ that seĐtoƌs ǁhiĐh haǀe opted foƌ ŵoƌatoƌiuŵ aŶd appeaƌ to ďe iŶ stƌess due to COVID-ϭϵ also ƌepoƌted  
iŵpƌoǀeŵeŶt iŶ U/D ƌaio. Foƌ eǆaŵple, Teǆile seĐtoƌ ǁhiĐh has a U/D ƌaio of Ϭ.Ϭϰ iŶ Apƌ-JuŶ’ϮϬ iŵpƌoǀed to Ϭ.Ϭϵ iŶ JulǇ-OĐt’ϮϬ.  
SiŵilaƌlǇ, Metal, Steel, Auto AŶĐillaƌies aŶd NBFCs also shoǁed iŵpƌoǀeŵeŶt iŶ U/D ƌaio.  

Rating Upgrades  Rating Downgrades U/D ratio Rating Upgrades  Rating Downgrades U/D ratio

Construction & Engineering 24 393 0.06 74 477 0.16 0.09

Textiles 15 390 0.04 43 453 0.09 0.06

Metals and Mining 9 192 0.05 42 252 0.17 0.12

Steel 8 158 0.05 36 211 0.17 0.12

Healthcare 23 116 0.20 62 140 0.44 0.24

Hotels Restaurants & Leisure -                          59 -            2 94 0.02 0.02

Pharmaceuticals 12 58 0.21 35 77 0.45 0.25

Auto Components and  Ancillaries 5 100 0.05 10 102 0.10 0.05

NBFC 0 37 -            4 34 0.12 0.12

Gems & Jewellery 0 31 -            2 38 0.05 0.05

Energy 1 12 0.08 5 26 0.19 0.11

Fertilizers & Agriculture chemicals 4 25 0.16 6 16 0.38 0.22

Source: SBI Research; crisilquantix; U/D - Upgrades to downgrades

Sectorwise Rating Upgrade and Downgrades (select sector) 

Sector

April-June'20 July-Oct'20
Change in U/D 

ratio (bps) 
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NBFC SECTOR HAS BEEN THE BIGGEST BENEFICIARY OF RBI LIQUIDITY  
POLICY WITH A SURGE IN CP ISSUANCES AT LOWEST COSTS  
  IŶ FYϮϭ ;Apƌil-OĐt), ǁe haǀe also seeŶ sigŶiiĐaŶt CP issuaŶĐes to the 

tuŶe of Rs ϴ.ϴϴ lakh Đƌoƌe ŵajoƌlǇ doŵiŶated ďǇ seĐtoƌs suĐh as Oil & 
Gas aŶd NBFCs. The ǁeighted aǀeƌage Ǉield of CP has deĐliŶed fƌoŵ 
ϱ.ϯϵ% iŶ Apƌil ϮϬϮϬ to ϯ.ϳϳ% iŶ OĐt’ϮϬ. CP issuaŶĐe ďǇ NBFC seĐtoƌ  
ƌepoƌted ŵoƌe thaŶ ϭϬϬ% gƌoǁth iŶ QϮFYϮϭ to Rs.ϭ.ϱϯ lakh Đƌoƌe as 
Đoŵpaƌed to QϭFYϮϭ. Fuƌtheƌ aƌouŶd Rs ϰϮ,ϬϬϬ Đƌoƌe CP issued ďǇ 
NBFC iŶ OĐt’ϮϬ. Fuƌtheƌ, deĐliŶe iŶ Ǉield of CP fƌoŵ ϱ.ϰϰ% iŶ MaǇ’ϮϬ to 
ϯ.ϵϮ% iŶ OĐt’ϮϬ ǁill also help NBFCs to pƌoteĐt theiƌ ŵaƌgiŶs. Also theƌe 
has ďeeŶ aŶ sigŶiiĐaŶt iŵpƌoǀeŵeŶt iŶ ĐolleĐioŶ eiĐieŶĐǇ iŶ QϮ FYϮϭ 
ateƌ the eŶd of ŵoƌatoƌiuŵ peƌiod. EǀeŶ ŵiĐƌo iŶaŶĐe iŶsituioŶs 
haǀe ǁitŶessed aŶ iŵpƌoǀeŵeŶt iŶ ĐolleĐioŶs.  The iŵpƌoǀeŵeŶt iŶ 
ĐolleĐioŶ eiĐieŶĐǇ is agaiŶ a ĐlassiĐ eǆaŵple of hoǁ the ďeŶeits of 
iŶaŶĐial disĐipliŶe has ďeeŶ iŶĐulĐated aŵoŶg ďoƌƌoǁeƌs ďǇ ďaŶks aŶd 
RBI thƌough assiduous ĐoŵŵuŶiĐaioŶ aŶd ĐogeŶt haŶdliŶg!  

 It is peƌiŶeŶt to ŵeŶioŶ that Mutual FuŶd paƌiĐipaioŶ iŶ NBFC  
papeƌs is also iŶĐƌeasiŶg gƌaduallǇ. MF holdiŶg iŶ NBFC CP iŶĐƌeased ďǇ 
aƌouŶd Rs ϰϬϬϬ Đƌoƌe fƌoŵ Maƌ’ϮϬ leǀel to Rs ϰϳϲϳϴ Đƌoƌe as oŶ Sep’ϮϬ.  

RBI STRESS TESTING COULD NOW HAVE A SIGNIFICANT UPWARD BIAS  
 AĐĐoƌdiŶg to RBI’s iŶaŶĐial staďilitǇ ƌepoƌt ;Jul’ϮϬ), ŵaĐƌo stƌess tests 

foƌ Đƌedit ƌisk iŶdiĐate that the GNPA ƌaio of ASCBs ŵaǇ iŶĐƌease fƌoŵ 
ϴ.ϱ% iŶ MaƌĐh ϮϬϮϬ to ϭϮ.ϱ% ďǇ MaƌĐh ϮϬϮϭ uŶdeƌ the ďaseliŶe  
sĐeŶaƌio aŶd the ƌaio ŵaǇ esĐalate to ϭϰ.ϳ% uŶdeƌ a ǀeƌǇ seǀeƌelǇ 
stƌessed sĐeŶaƌio. SiŶĐe the puďliĐaioŶ of iƌst FSR ;Maƌ’ϭϬ) RBI is do-
iŶg stƌess tesiŶg usiŶg ǀaƌious sĐeŶaƌios aŶd pƌoǀidiŶg esiŵates of 
GNPAs. If ǁe aŶalǇse the RBI’s pƌojeĐioŶ of GNPAs foƌ the last feǁ 
Ǉeaƌs, ǁe haǀe fouŶd that theƌe is a shit iŶ that. While duƌiŶg FYϭϱ to 
FYϭϴ, RBI’s pƌojeĐioŶs aƌe loǁeƌ thaŶ the aĐtual, iŶ the Ǉeaƌs FYϭϵ aŶd 
FYϮϬ, aĐtual Ŷuŵďeƌs aƌe ŵuĐh loǁeƌ thaŶ the pƌojeĐioŶs. Foƌ the 
FYϮϭ also ǁe ďelieǀe that GNPAs ǁould ďe loǁeƌ thaŶ ϭϮ.ϱ% ;as slip-
pages aƌe iŶ siŶgle digits oŶlǇ ďased oŶ the ďaŶkiŶg ƌesults so faƌ). We 
ďelieǀe that theƌe is Ŷeed to ƌelook at the ŵodel foƌ stƌess tesiŶg so 
that this ǁill ďƌiŶg ŵoƌe eiĐieŶt ƌesults ;the difeƌeŶĐe ďetǁeeŶ aĐtual 
aŶd pƌojeĐted GNPAs is as high as ϮϵϬ ďps). 

GNPA: RBI PƌojeĐioŶ ǀs. AĐtual ;%Ϳ 

Yeaƌ-eŶd 
RBI PƌojeĐioŶ of GNPA 

iŶ JuŶe FSR* 
AĐtual GNPA 

DifeƌeŶĐe ;AĐtual-
PƌojeĐioŶ) iŶ BPS 

Maƌ-Ϯϭ ϭϮ.ϱ - - 

Maƌ-ϮϬ ϵ.Ϭ ϴ.ϱ -ϱϬ 

Maƌ-ϭϵ ϭϮ.Ϯ ϵ.ϯ -ϮϵϬ 

Maƌ-ϭϴ ϭϬ.Ϯ ϭϭ.Ϯ ϭϬϬ 

Maƌ-ϭϳ ϴ.ϱ ϵ.ϯ ϴϬ 

Maƌ-ϭϲ ϰ.ϳ ϳ.ϱ ϮϴϬ 

Maƌ-ϭϱ ϰ.ϭ ϰ.ϯ ϮϬ 

SouƌĐe: RBI FSR: SBI ReseaƌĐh; BaseliŶe sĐeŶaƌio 
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