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After having made higher
provisions to cover for po-
tential losses from micro
loans and an infrastructure
account, IDFC First Bank’s
profitability will sharply im-
prove from H2FY25, MD &
CEO V Vaidyanathan told
businessline in an interaction.

Excerpts:

What went wrong with
the MFI book?
The MFI segment, for whole
industry, has shown delin-
quency. However, if you see
the CRIF Bureau report, in
each of the top 5 States,
Tamil Nadu, Karnataka, Ma-
harashtra and Bihar, except
Kerala, our 30 DPD (days-
past-due) is less than the in-
dustry. Even the Crisil report
puts our collection percent-
age marginally higher by 0.7
per cent than the rest of in-
dustry. 

So, our underwriting has
been sound. We will watch
for a couple of quarters and
see how the portfolio be-
haves, how collections are,
then decide how much to
grow.

We provide 75 per cent for
90-DPD and 100 per cent
provisions at 120 dpd. Now
we have e�ectively covered
99 per cent of SMA 1-2 (MFI
special mention accounts).
Bank level provision cover-

age ratio has touched 75 per
cent.

Will you moderate
growth in MFI?
The way to handle it is to put
risk control measures, not to
stop it. It’s important for In-
dia also for that segment to
enter formal credit. MFI
deals with woman plus en-
trepreneurship plus micro. 

How will provisions
a�ect your collections?
There is no direct connec-
tion as such, but the method
will become more empath-
etic as the pressure on our
teams will reduce. 

In a townhall, I told my
rural banking and joint liabil-
ity group teams that I greatly
appreciate their work and
that the bank has already
provided for these loans,
there is no NPA overhang. 

They can ease up their
schedule and be empathetic. 

After providing for a

toll account, is there
more stress remaining
in legacy IDFC book?
It has been back breaking
work for our bank to unwind
₹22,000 crore of infrastruc-
ture loans, declaring them
defaulters, requesting, facing
pressures, taking them to
court, facing threats, fighting
cases and so on. Now its only
₹2,000 crore, 1 per cent of
the book. 

The company operating
the toll station had taken
₹1,100 crore loan. We collec-
ted ₹600 crore. We provided
₹240 crore earlier and were
left with a balance of ₹250
crore. Then the news about
stopping toll collection was a
force majeure event. That
balance got stuck. To not ac-
count for such a serious in-
cident does not sit well with
our governance practices.

How is the rest of
portfolio performing?
We have now disclosed
product-wise SMA, and that

too, trends over quarters. Its
broadly stable for all
products, except microfin-
ance. Our unsecured retail
loan book, where end use is
not defined is 15 per cent of
the loan book, includes
credit cards, personal loans,
digital personal loans, etc. Its
gross NPA, including CD,
education loan, is 2.1 per
cent and NNPA is 0.6 per
cent. SMA is also low. We ad-
vise our underwriters to not
relax credit criteria.

What are the core
business targets for
your bank in H2FY25?
Our deposits are growing by
32 per cent, loans by 21 per
cent. So, in H2FY25, our fo-
cus will be to continue to of-
fer high level of customer ex-
perience, increase operating
profit by better operating
leverage. 

We expect net profit num-
ber for the bank in Q3 to look
much better, and Q4 to be
better than Q3. We believe
the bottom of net profit has
been set and from here on it
should increase.

Will deposit continue
outpacing credit?
Our deposit momentum
continues to be very strong.
32 per cent y-o-y growth on
deposits is a very strong
number, and even our CASA
has grown by 37 per cent y-
o-y. We expect this mo-
mentum to continue in H2. 

‘After addressing MFI pain points,
profitability to improve in H2’
POSITIVE OUTLOOK. Deposit to continue growing faster than credit: IDFC First Bank MD

Piyush Shukla 
Mumbai

In H2FY25, our focus
will be on high level of
customer experience,
and increase operating
profit by better
operating leverage
V VAIDYANATHAN

MD & CEO, IDFC First Bank

City Union Bank is preparing
for a commercial soft launch
of its new retail products, in-
cluding housing loans and
micro-LAP (loan against
property), in Q4 of the cur-
rent fiscal year, with incre-
mental growth expected
from these new o�erings in
the next fiscal. 

The bank will focus on se-
cured products under this
portfolio, while also plan-
ning to revamp its core gold
loan product by transition-
ing from floating to fixed in-
terest rates.

After multiple quarters of
negative operating profit

growth, the bank reported
strong year-on-year growth
in the September quarter.

STRONG GROWTH
“We’ve seen significant im-
provements in credit

sourcing e�ciency, and our
digital transformation has
driven solid credit growth,”
N Kamakodi, MD & CEO,
CUB said during its Q2FY25
earnings call.

He also stated that the
current growth has been
driven primarily by tradi-
tional business lines, includ-
ing MSME and gold loans,
while the incremental
growth from retail is yet to
begin. He further explained
that the bank is in the pro-
cess of building its new retail
vertical, with technology
ready and senior manage-
ment in place. “The commer-
cial soft launch of the new
products is expected in the
last quarter of this fiscal year,
starting with secured

products. Significant contri-
butions from these new
products should begin by
FY26,” Kamakodi said.

The bank aims to attract
new-to-bank customers for
its retail products. In south-
ern India, branches and field
sta� will handle sourcing,
while in northern and west-
ern regions, third-party
channels and direct selling
agents (DSAs) will be util-
ised. In-house sourcing will
come with minimal costs,
while third-party sourcing
will involve some opera-
tional expenditure. 

“With around 550
branches in the South, we ex-
pect a strong retail business
from internal sourcing,” Ka-
makodi added.

G Balachandar
Chennai

N Kamakodi, MD and CEO,
City Union Bank 

City Union Bank to launch several retail
products in Q4, eyes growth in FY26

Private sector lender CSB
Bank, which has 44 per cent
share of gold advances in its
overall loan book of ₹26,871
crore as of September-end, is
compliant with the regulat-
ory norms on extending gold
loans but will further
strengthen its audit and doc-
umentation processes after
the Reserve Bank of India
(RBI) in September flagged
irregular practises being ad-
opted by certain lenders in
extending gold loans, MD &
CEO Pralay Mondal told
businessline. 

“Broadly, when the circu-
lar was issued, we analysed it
but most of it did not come
as a surprise to us because
gold being a very important
portfolio to us, we were con-
stantly in touch with the RBI,
we corrected most of these
things in last 12-15 months,”
he said. 

As gold loan disbursement
is a decentralised process,
the lender needs to ensure

that its policies are being ex-
ecuted at the ground level. 

The RBI had flagged that
in certain lenders’ case,
where gold loans were being
granted through partnership
with fintechs or business
correspondents (BC), prac-
tices such as valuation of
gold being carried out in the
absence of customer, credit
appraisal and valuation done
by the BC itself, gold being
stored in the custody of BC
were observed. Certain gold
loan lenders were also doing
KYC via fintechs, and were
found using internal ac-
counts for disbursement as
well as well as repayment of
loans. Mondal said the entire
gold loan sanction and dis-

bursement process at CSB
Bank happens via the bank’s
branches.

LOAN BOOK
Mondal said the bank is act-
ively pursuing its path to-
wards diversification from
gold loans, but as a major
technology transformation
is currently underway,
higher growth in other retail
assets will only occur from
FY27 onwards.

“We want to have 20per
cent gold loans, 20per cent
SME, 30per cent wholesale
and 30 per cent retail by
FY30. But nothing much will
change on gold loan share till
next 18 months. We will be
between 40-45per cent. Our
entire growth in retail will
happen from FY27-30 when
our systems will be in place.
We are going through major
tech transformation,” he
said.

As on September end, 20
per cent of the bank’s loan
book is towards retail seg-
ment, 13 per cent in small
and medium enterprises
(SME), 23 per cent corporate

loans, and 44 per cent gold
loans. Wholesale loan
growth, which has been flat-
tish in H1FY25, will rise
slightly in H2FY25, and grow
faster in next fiscal. 

Mondal said the bank, in
the last one year, started go-
ing slow on growing unse-
cured loans including per-
sonal loans, micro loans and
two-wheelers. 

Most mid-size private
banks saw a rise in unsecured
loan delinquencies in
Q2FY25. “In H1FY25, only
businesses that we have de-
grown primarily is personal
loan, MFI, and two-wheel-
ers,” he said.

Piyush Shukla 
Mumbai

CSB Bank compliant with gold loan norms, 
will further strengthen audit processes: MD

Pralay Mondal, MD & CEO
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