FORTUNAPR Business Standard

Copyright©2022 Business Standard
Wed, 24 Apr-24; Business Standard - Mumbai; Size : 281 sqg.cm.; Circulation:14800;

Page : 4

CIRRLS

‘Smallfinance bank modelintheslow lane’

Unity Small Finance Bank was the last one to get a licence in the category in November 2021

HARSH KUMAR

New Delhi, 23 April

R CAUTIOUS APPROACH

The small finance bank X .

model may still be testing u The. regulatoris cautiousin

the water some 10 years granting approvals to small

sinceitslaunch. finance bank models

Accordingtobanking

experts, the regulator M As of the Q3FY24, the total

hastakena cautious profit of 11 SFBs, except

approachin granting North East SFB, stood at

approvals. %1,525 crore
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Bankwas thelast one to W Asof

geta licencein the

) December2023, there
category in November 2021.

were12small finance

AsofDecember 2023,

there were 12 small

finance banksin the fully, he pointed out.
country. However, last Lastweek, the
month, the Reserve Bank of RBIhad
Indiaapproved theamalgamation rejected two
of Fincare Small Finance Bank and applications--

AUSmall Finance Bank (AU SFB).
“RBIislooking athow the
existing SFBsare doing. Theideais
to make the model workand
adding more numbers may not

help,” said a senior
executive of a private sector bank.
The main reason for slow approvals
isthatexisting models of small
finance banks are not tested out

DvaraKshetriya Gramin Financial
Servicesand Tally Solutions.
ArunaSharma, aformer
member of the RBI committee on
digital payments, said that SFBs

banks in the country

M However, last month, the RBI
approved the amalgamation of
Fincare Small Finance Bank and
AU Small Finance Bank

M Last week, the RBI had
rejected two applications by
Dvara Kshetriya Gramin
Financial Services and

Tally Solutions

which have already gotlicence are
yettostabilise. Sharma, aretired
IAS officer, said: “After recent
issues related to compliance, you
haveseen that many banks are
being penalised on aregular basis.
So, the regulatorisadhering
strongly on compliance issues.”
Aninternalscreening
committee, comprisingthe

governor and deputy governors of
the RBI, reviews all applications
andsendsits recommendations to
the committee of the central board
ofthe RBI forafinal decision. Even
ifan applicant fulfills the eligibility
criteria, the RBI retains the
authority to rejectan application.

As of the third quarter of
FY2024, the total net profit of 11
small finance banks, except North
East Small Finance Bank, stood at
1,525 crore, up 23 per cent from
1,240 crorein the corresponding
period last year.

Investment information and
rating agency ICRA expects the
growth of SFBs to remain steady at
around 22-25 per centin FY2025.

“Itremainsimportant for the
industry to furtherimprove the
granularity ofits depositbaseand
build astable retail deposit
franchise, tosupport the envisaged
growth,” said Karthik Srinivasan,
Senior Vice President & Group
Head, Financial Sector Ratings,
ICRALtd.



