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Lenders stare at
¥19,000 cr NPAs
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MUMBAI

anks are facing a fresh
spike in bad loans, with
close to 9% of the debt
restructured under the Reserve
BankofIndia’s pandemicrelief
plan turning sour in the last six
months of 2021-22, data com-
piled by Mint showed.
Although overall bad loan
numbers are improving, ana-
lystsare cautious about future
delinquenciesarising out of the
restructured book. Over
18,500 crore of suchloans has
slipped into the non-perform-
ing asset (NPA) category after
borrowers were unable to
repay despite an extension of
therepayment period and eas-
ierpayment terms. While some
small businessesareyet to find
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Close to 9% of debt revamped
under RBI's covid relief plan
turned sour in Oct-Mar of FY22.

their feet after the covid
onslaught, asection of individ-
ual borrowers have also failed
to repay, showed data from 27
bankswho have declared their
earnings for the yearto March.

Loans recast under the cov-
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id-19 schemes declined to 1.9
trillion as of 31 March from32.17
trillion six months earlier
because of repayments, slippa-
gesintobad loansand write-offs.

Analysts said banks that have
reported lower repayment and
slippage numbers may have
allowed borrowers a longer
repayment moratorium. Some
public sector banks have also
scheduled staggered exits from
moratoriums for borrowers so
thatrepayment delays and recov-
eries could be managed better.

Datashowed thatborrowers
have started exiting their mora-
torium periods, and more will
exit the moratorium in the
coming months.

“Assome of therestructured
loans across lenders could be
undermoratorium, the slippa-
gesfromtherestructured book
shouldbe seeninrelationto the
book that has exited morato-
rium and not the entire restruc-
tured loan book,” said Anil
Gupta, vice-president, financial
sectorratings, Icra Ratings.

Gupta said thatdespite some
loans being under moratorium,
some borrowersrepayas banks
continue to persuade them to
cleartheir dues toavoid an accu-
mulation ofinterestand higher

Trouble ahead

Overall bad loan numbers are improving, but analysts are wary
of future delinquencies from the restructured book.

Covid-19 debt recast under RBI's resolution framework one and two
Public sector banks M Private sector banks (in ¥ crore)

Outstanding recast loans

154,514
62,423

As on 30 Sep 2021

139,145

Retail loans that became
non-performing assets
2,040 ‘

debtservicing burden later.

However, only a handful of
banks have indicated how much
of their restructured loans are
no longer under

51,708

As on 31 Mar 2022

Total
slippages
(including
corporate
loans)

MSME: Micro, small and medium enterprises

MSME loans that became
non-performing assets

78
2053 ¢

13,269.34 ¢ 37g

Source: Bank results
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since a large chunk ofits retail
loansis to government employ-
ees who have not faced salary
cuts like their private-sector

peers during the

moratorium. For Data shows pandemic.

instance, at State borrowers are “Again, I would
Bank of Ir}dia exiting like to. draw your
(SBI), half of the moratorium attentlor} 'to the
il pericds,andmore 1 115210
ofloan’s hasexited will _eXIt in the the stabilization of
the moratorium, coming months the cash flows.
and someborrow- With the stabiliza-

ers are repaying

despite the availability ofamor-
atorium. Cashflows of SBI's bor-
rowers would be somewhat bet-
ter than the rest of the industry

tion of the cash
flows, weare observing that peo-
ple have started repaying loans
even if they are restructured,”
Dinesh Khara, chairman, SBI,

told analysts on 13 May.

For other banks, slippages
from the restructured book
also originated inloans to small
businesses. At public sector
lender Bank of Baroda (BoB),
32% of small business loans
restructured as of 30 Septem-
ber have subsequently turned
bad. For Bank of India (Bol), the
figure is at around 10% and
6.5% for Indian Bank. “Part of
the small and medium enter-
prise(SME) slippage hascome
from the restructured book,
and part of theslippageisother
than the restructured book.
Halfof therestructured slippa-
ges in SME is mainly in small
and micro-accounts,”S.L. Jain,
chiefexecutive of Indian Bank,
told analysts on 12 May.

Private sector lenders
restructured a few small busi-
ness loans, of which about 8%
have turned bad. However,
they were more lenient whenit
came to restructuring retail
loans, and about 10% of such
loans have now turned non-
performing, the data showed.

Others believe that signifi-
cantgrowthinretailloansand
exposure to small businesses
and vulnerable corporate sec-
tors have created risks that
remain masked by regulatory
forbearance.



