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LIQUIDITY EASING TO HELP: FITCH

Bank NIMs likely to
fall 10 bpsin FY26

REUTERS
Mumbai, February 13

BANKS' NET INTEREST margins
(NIMs) will likely decline by 10 basis
points (bps) on average in 2025-26
due to the Reserve Bank of India’s
interestrate cuts,but the dropwill be
cushioned by the central =
bank easing liquidity <
conditions, Fitch Ratings %
said. \
Last week,the RBI started
its rate-cutting cycle by lower- *
ing its key policy rate by 25 bps to
6.25%and said itwould bewatch
ful and proactive with liquidity
measures,given the banking sys-
tem has been in a liquidity &
deficit for the last two months.
“Theimmediate effect will be felt
on floating loans linked to external
benchmarks, such as housing and
SME (smalland medium enterprises)
loans, but will also be felt through
fresh loans in a declining policy rate
environment,' Fitch Ratings said.
Non-bank financial institutions
mayalso see pressure on net interest
margins (NIMs) — the difference
between interest earned and paid —
in segments where they compete
withbanks,suchasnear-prime urban
housing orcommercialloans, therat-
ingagencysaid.
While the pass-through to loan
rates should happen immediately,
analysts expect a short-term hit to

UNDER PRESSURE

m Liquidity easing to cushion
NIM decline
M Floating loans to see
immediate impact

B NBFCs face margin
ity pressurein key
"' segments
M Loan rate cuts faster
than deposit repricing
' m NIMs dipped to 3.5%
in April-September
mTight liquidity
' expected to accelerate
margin decline

banks'NIMs since deposit repricing
comeswithalag.

Moreover, banks’ NIM remained
“healthy”at 3.5% from April to Sep-
tember, Fitch said, noting the dip
from about 3.6% in fiscal 2024 was
partlydueto the upward repricing of
deposits as liquidity tightened.

“We believe the sector's NIM will
trendtowards thelong-termaverage
of about 3 per cent amid slower loan
growth and loweryields,"Fitch said.

However, it warned that if tight
liquidity prevented banks from low-
ering deposit costsinlinewith falling
policyrates, theirNIMs could narrow
fasterthan expected.

Microfinance recovery: Strategic shifts, govt aid

Il DHANENDRA KUMAR

THE RECENT DEVELOPMENTS in
the microfinance sector surprised
many industry participants,includ-
ing many top MFIs, financial insti-
tutions, regulators, and even the
government. However, it seems that
the challenging phase is now bot-
toming out, and a potential turn-
around is on the cards.

The government has also been
quicktounderstand and address the
issues. Earlier, there have been
mediareportsthatthe Budget FY26
mayannounceaspecial fund tosup-
port MFIs, addressing the critical
need for easier access to both debt
and equity, however, this did not
happen,butthe overall thrustwasin
therightdirection,serving the poor-
estsegments of India’s population.

Some of the common points that
emerged were:

B Worst seems behind: Learn-
ing from past disruptions, MFIindus-
tryisnowbetterequipped to navigate
systemicshocks. Proactive regulatory
measures and operational adjust-
ments have played a significant role
in stabilising the sector.

M Diversification into other
verticals: A growing contribution
from SME, housing loans, and
secured loans reflects a deliberate
strategytoreduce concentrationrisk

and build a more balanced portfolio.

B Q4 outlook: While Q4 may
remain stressful duetoresidual chal-
lenges, it is likely to show incremen-
talimprovement over Q3.This grad-
ual recovery is supported by
improving collection efficiency and
strengtheningborrowerbehaviourin
most markets.

M Geographic recovery: Most
geographical pocketsarereturningto
normalcy. Key markets like Maha-
rashtra, Tamil Nadu, Rajasthan,and
parts of UP have shown marked
improvement, although rural &
North Karnatakaand certain pockets
in UPremain areas of concern.

B Guardrails for risk mitiga-
tion: The implementation of
‘Guardrails’ — focused on prudent
underwriting, portfolio monitoring,
and enhanced recovery mechanisms
— is expected to act as a stabilising
force in the coming quarters.

Grassroots lending
Microfinance in India has served
as a critical bridge to financial inclu-
sion, reaching underserved commu-
nities at the bottom of the pyramid.
Fromsmall-scale, trust-basedlending
models, it has grown into a nation-
wide framework of non-banking
financial companies-microfinance
institutions (NBFC-MFIs) and banks.
The microfinance industry in
India is an essential instrument for
diminishing poverty, promoting
financial inclusion, supporting mar-
ginalised and underserved segments,
women’s empowerment, gender
equality and upliftment of the rural
ecosystem. India has one of the
largest microfinance sectors in the

W

world, catering to millions of low-
income households.

Over the years, many lenders had
begun outpacing system-wide
growth by focusing on last-mile
creditdelivery.Inarecent meetingat
the Ministry of Finance, it was high-
lighted that the microfinance indus-
try’saggregate portfolio soared from
17,264 crore in March 2012 to
¥3.93 lakh crore by November 2024.

Trends and key drivers
Recent quarters have revealed a
mixedlandscape.Ononehand,lend-
ingvolumes in microfinance remain
substantial, indicating continued
demand among low-income house-
holds.Yet,thereare emerging signals
of asset-quality stress. Data from Jan-
uary 2025 illustrate a noticeable
uptick in delinquencies, with micro-
finance loans overdue beyond 31
days and up to 180 days, rising to
4.3%inthe September 2024 quarter
from 2.7% in the preceding quarter.
Analysts attribute this rise partly to

Benchmarks continue theirlosing run

ANUPREKSHA JAIN
& KISHOR KADAM
Mumbai, February 13

THE INDIAN RUPEE and bench-
mark equity indices ended flat on
Thursday, a day ahead of Prime
Minister Narendra Modi and US
President Donald Trump’s high-
stakes meeting.

The rupee closed at 86.8963 to
the US dollar, compared with
86.8887 in the previous session.
Traders noted that the rupee was
likely being supported by the RBI,
possiblyaround the 86.90/$ level."In
the past, RBI support has not lasted
long, and with the fundamentals
remaining the same, with foreign
portfolio investors (FPIs) buying dol-
lars, the rupee may head back to the
87.50-88 range,” said Anil Kumar
Bhansali, head of treasury at Finrex
TreasuryAdvisors.

Meanwhile, the dollar index
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slipped 0.2% to 107.68, after climb-
ing to 108.50 on Wednesday.

At present, most importers have
likely hedged their positions for the
next month, so demand for dollars
maynotbeveryhighat the moment.
However,demand is expected to rise
gradually, which could push the
rupeelower, traderssaid. Therupeeis

expected to trade in the range of
86.65 to 87.25 as the market awaits
India's trade data for January.

The Sensex settled marginally
lower by 32.11 points, or 0.04%, at
76,138.97,and the Niftyfellby13.85
points, or 0.06%, to 23,031.40,
marking a seventh consecutive ses-
sion of decline.

Kotak Bank stock

climbs over 2%

SHARES OF KOTAK Mahindra
Bankgained over 2 %intradayto
hit 52-week high of ¥1,986
apiece on the Bombay Stock
Exchange after the RBI lifted
restrictions imposed on the pri-
vate lender. Analysts said that
the removal of ban will help
boost earnings as the private
lenderis nowallowed toonboard
newcustomersviaitsonlineand
mobile banking channels and
issue fresh credit cards.

Morgan Stanleysaid thatthe
lifting of curbs would reignite
growth in unsecured lending
while enhancing thebank’s abil-
ity to manage margins effec-
tively than its peers. FE BUREAU
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EXTRACT FROM THE UNAUDITED
FINANCIAL RESULTS FOR THE QUARTER &
PERIOD ENDED 31ST DECEMBER 2024
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(Rs. In lakhs other than EPS)

Place : Chennai
Date : 12" Feb 2025

Quarter ended Period ended Year ended
Particulars 31-Dec-24 30-Sep-24 31-Dec-23 31-Dec-24 31-Dec-23 31-Mar-24
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Audited)
Total Income from Operations 12,275.15 10,991.52 11,699.37 31,640.27 29,416.83 42,123.05
Net Profit / (Loss) for the period
(before Tax, Exceptional and/or Extraordinary items) BRI it RIS g5 WK GHIHED
Net Profit / (Loss) for the period before Tax
(after Exceptional and/or Extraordinary items) 2,598.92 1,594.03 2,370.64 4,827.83 4,234.15 6,194.60
Net Profit / (Loss) for the period after Tax
(after Exceptional and/or Extraordinary items) L2557 TRl e §.565.62 S RS20
Total Comprehensive Income for the period
[(comprising Profit / (loss) for the period (after tax) 1,882.24 1,149.70 1,726.05 3,490.55 3,129.53 4,512.31
and Other comprehensive Income (after tax)]
Equity Share Capital 289.11 289.11 289.11 289.11 289.11 289.11
" ) 28,559.72 28,559.72 28,784.88 28,559.72 28,784.88 28,559.72
feseives] exciudingiBevaluationiReselve) (Ason 31-03-2024) | (As on 31-03-2024) | (As on 31-03-2023) | (As on 31-03-2024) | (As on31-03-2023) | (As on 31-03-2024)
Earnings Per Share ( Re.1/- each)
Basic 6.66 4.08 6.05 12.33 10.79 15.50
Diluted 6.66 4.08 6.04 12.33 10.78 15.50
(not annualised) (not annualised) (not annualised) (not annualised) (not annualised) (annualised)
Note:

1.The above is an extract of the detailed format of Quarter and period ended unaudited financial Results filed with the Stock Exchanges under Regulation 33 of the SEBI (Listing
Obligations and Disclosure Requirements) Regulations, 2015. The full format of the Quarter and period ended unaudited financial Results are available on the Stock Exchange
websites www.bseindia.com and www.nseindia.com and on the Company's website www.amrutanjan.com.

2.The above unaudited financial results for the quarter and nine months ended 31 December 2024 in respect of Amrutanjan Health Care Limited (‘the Company') has been reviewed
by the Audit Committee and approved by the Board of Directors of the Company at their respective meetings held on 12 February 2025. The above unaudited financial results have
been subjected to limited review by the statutory auditors of the Company. The auditors have issued an unmodified review report.

For Amrutanjan Health Care Limited

-s/d
S. Sambhu Prasad
Chairman & Managing Director

AN EMAIL SENT to IFCI on Monday
remained unanswered, despite
repeated reminders.

Union minister of heavy indus-
tries HD Kumaraswamynoted in the
minutes ofameetingon PLIschemes
that IFCI's performance is ‘not satis-
factory! FEhasreviewed the minutes.
The ministry of heavy industries is
the nodal body for the PLIs for
advanced chemistry cells (ACCs) and
automobiles.

An official from one of the min-
istrieshandling PLIsnoted on condi-
tion of anonymity that concerns
about state-run IFCI’s implementa-
tion performance have previously
been raised by the department of
financial services and the Cabinet
Secretariat, in advisories issued by
them. The prime minister's office is
also believed to be unhappywith the
progress of PLIs on various parame-
ters, the sources indicated, but this
could not be independentlyverified.

Under the ¥25,938 crore PLI
scheme for automobiles and auto
components launched in 2021, dis-
bursements have totalled just 250
crore so far. Companies like Ashok
Leyland, Hero MotoCorp, Hyundai
Motor India, Kia India, Piaggio Vehi-
cles,Pinnacle Mobility Solutions and
Suzuki Motor Gujarat haven't made
any notable progress in claiming the
incentives.

Similarly, no fund has been
releasedyet underthe 318,100 crore

heightened borrower indebtedness
and multiple loans per customer.
Geographically, delinquencies have
surged notably in Bihar, Tamil Nadu,
Uttar Pradesh, and Odisha, which
together account for a significant
portion of bad loans in the sector.

Another shift stems from the
broaderbanking environment. Many
lenders have seen credit growth out-
pace deposit growth, driving a cau-
tious stance on lending expansion.
Competition for deposits remains
high, particularlyaslow-cost Current
Accountand Savings Account (CASA)
deposits prove difficult to mobilise.
Though systemicdeposit growth has
improved slightly to about 11.5%,
mostofithas comevia term deposits
locked at higher rates.As a result, the
loan-to-deposit ratio (LDR) is now
hoveringaround 79.7%.

The positive fallout of this has
been recalibration of underwriting
standards, focus on borrower lever-
age,and adoption of effective collec-
tion practices. While some have

Ministries & firms flag IFCI ‘red tape

scheme forACCs,wherea total capac-
ity of 40 GWh was allocated among
leading players (Ola Electric Mobility:
20 GWh, Reliance Industries: 10
GWh, Rajesh Exports: 5 GWh, and
Reliance New Energy: 5 Gwh). Of
these, only Ola has reached the test-
ing phase, and that too for only 1
GWhof its 20 GWhallocation.

A PLI beneficiary claimed that
‘red-tapism’is typical of IFCI and it
takes two to six months to get a sin-
gle approval from it. “The agency
(IFCI) treats the PLI monies as loans
granted by it, though it's actually an
incentive owed to the company for
achieving targeted sales or invest-
ments.I[FCIstillappears toviewitself
as aloan-disbursing agency,” said a
stakeholder,who also requested to
remain anonymous.

IFCI is PMA for 10 PLI schemes:
large-scale electronics manufactur-
ing,whitegoods (airconditionersand
LED lights), IT hardware scheme 2.0,
automobile and auto component
industry,medical devices,bulkdrugs,
food processingindustry,ACCbattery,
drones and drone components and
textiles.“There are complaints that
the PMA (IFCI) is revising the guide-
lines time and again. It is the de facto
auditoraswellastheevaluatorthough
apparently without the requisite
expertise,’anothersenior official said.

Tomake mattersworse,instead of
the administrative department hav-
ing oversight on IFCI, the agency

slowed microfinance growth in the
nearterm,the fundamental demand
for microcredit — driven by under-
served segments — remains robust.

A secure tomorrow
Encouragingly, several analysts
anticipate that the paininthemicro-
finance sectorwillbottom outwithin
the next couple of quarters resulting
inahockey stick like bounce back.In
fact,many of them have also pointed
out that reversing delinquency
trends started mid-November 2024,
while also projecting a 7-8% loan
portfolio growth for FY255.
Arguably,thisrecalibration phase
is expected to produce a more
resilient microfinance environment.
Measures like strengthening data
analytics, enhancing borrower edu-
cation,and fostering tighter due dili-
gence are expected to restore prof-
itability while fulfilling the mission
of grassroots empowerment.
Asleading MFIs,banksand NBFCs
gradually regain their lending
rhythm,thesectorappears positioned
forastrongercycle,havinglearntvital
lessons that will pave the way for sus-
tainable growth ahead. With the sec-
tor maturing, further innovations in
technology, better capital access,and
strongerborrower protectionmecha-
nisms will be essential in ensuring
that microfinance continues to serve
its purpose of empowering India’s
underserved populations.
(Dhanendra Kumar has been the
executive director at World Bank for
India, Sri Lanka, Bangladesh and
Bhutanandfirstchairmanof CCL Heis
currently chairman of Competition
Advisory Services India LLP(COMPAD)

b

seems to have the final say as far as
running of the PLIs is concerned,
sources said.

The dispute with Samsung was
also born out of this interpretation
issue as well. Global companies like
Samsung need to make phones
priced higherthan ¥15,000tobeeli-
gible to claim incentives under the
scheme apart from meeting incre-
mental production and sales targets.
Samsung was the only company to
meet the target and claim incentives
worth¥900 crorefor FY21.PMAoffi-
cials examining the invoices felt the
amount could beinflated asthe com-
pany may have used inter-company
transfer to include even phones of
lowervalue.

Official overseeing the PLI
schemesstated that IFCThasfailed to
establish a clear framework for
implementation and to properly
support beneficiaries in achieving
their targets.In some instances, they
noted,IFCT has not conducted sitevis-
its to verify progress or investment
commitments,all of which fallunder
itsresponsibilities as the PMA.

Astakeholder in the PLI scheme
for Drones and Drone Components
also criticised IFCI for lacking the
‘practical expertise’ needed to effec-
tively implement the scheme, argu-
ingthattheslowprogressindevelop-
ing the domestic drone ecosystem is
largely due to IFCI’s failure to ade-
quately guide the industry.

Unilever to
step up
premium push

EXCLUDING IT, year-on-year net
profitwas down 1.07% and revenue
sawsluggish growthat 1.4%asurban
slowdown woes hurt demand amid
wage and inflation concerns.

Addressing investors, Schu-
macher, 53, said the acquisition of
beautybrand Minimalistin Indiawas
the first step in the direction to pre-
miumise beauty and well-being, a
category where it was looking to add
900 basis points to its share in the
future."Under the focus pillar of our
growth action plan 2030, we have
said thatwewill doubledownin India
asone of ourkey markets. Wewilllook
to accelerate our beauty and well-
being business in the country and
that we will commit capital in sup-
port of these and other priorities.
These came together with the
announcement last month that Hin-
dustan Unileverhad signed anagree-
ment to acquire the premium brand
Minimalist,' Schumacher said.

Unilever CFO Fernando Fernan-
deztold investors on the call that the
Indiabusiness continued toadd mar-
ket share during a period of modest
market growth.

“Weexpect conditions toimprove
mid-term following recent fiscaland
monetary stimulus (announced in
the Budget). India grew 1.8% with
2.4% UVG (underlying volume
growth),with tonnage volume grow-
ing mid-single digit, partially offset
by adverse mix due to the strong
growthinhome careversusothercat-
egories,” Fernandez said. Homecare,
led by brands such as Surf Excel, saw
6% underlying sales growth in the
December quarterin India, thanksto
higher offtake of small packs.

Sebi seeks social
media records’ access

INITS LATEST letter sent last week,
Sebi said companies such as Meta
Platforms's WhatsApp have denied
the regulator access to its social
media group chats as the current
information technology law does
not identify the capital markets
watchdogasan'authorised agency'

The regulator sought powers to
‘take down any messages, informa-
tion, links and groups on social
media channels if the content vio-
lated the securities regulations’, the
letter showed.

It also sought powers to access
calls or message data records com-
municated through digital or social
media platforms.

Such powersare currently vested
with other law enforcement agen-
cies like the income tax depart-
ment, Department of Revenue
Intelligence and Enforcement
Directorate but not with the regu-
lators.

"Sebi finds itself limited while
investigating serious market viola-
tions due to the absence of power to
access equivalent of call data
records,"'according to the letter sent
on February 3.

The letter and its contents have
not been previously reported.

Sebi, the finance ministry and
Meta Platforms did not respond to
emails seeking comment.Telegram
could not be immediately reached
for comment.

Thereare several ongoing inves-
tigations pertaining to market
manipulations such as front run-
ning and insider trading, which
require the regulator to access
records of these social media

groups, said the government official
who has direct knowledge of the
matter.

WhatsApp groups and Telegram
channels have become popular
among market participants, with
financial influencers sharing trad-
ingtips on specific stocks and other
securities in return for money.

In August 2022, Sebi chairper-
son Madhabi Puri Buch madeasim-
ilarrequest asking the government
for more powers to access the
exchange of information among
alleged suspects involved in
offences such as insider trading
through digital resources.

The government did not grant
those powers but convened a meet-
ing of its different departments,
including Sebi,with representatives
from Meta Platforms, to direct them
to provide all relevant information
regarding ongoing investigations.

The government is examining
Sebi's new request, but the official
said that such powers are typically
only granted for serious crimes,and
any decision to grant these powers
would require abroader policy deci-
sionforallregulators. REUTERS
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