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Losses in g-secs due to higher yields, uncertain leadership also weigh on them

High Provisions may Dent
Bank Profits This Quarter

Joel.Rebello@timesgroup.com

Mumbai: Higher provisionsdueto
rising non-performing assets, loss-
eson account of marked-to-market
investments in government securi-
ties and uncertainty on leadership
will weigh on banks as they set to
reportfourth-quarterresults.
Analysts expect net profits of
largebankstofallaselevated provi-
sions continuetotakeatoll.
“Results for all banks will be un-
der pressure. And, for some like
PunjabNational Bank (PNB)which
isrecoveringfroma bankingfraud,
thelosseswillbehigh,” said Alpesh
Mehta, ananalystat Motilal Oswal.

Brokerage firm
Jefferies ex

pects PNB to report a loss of 28,759
crore in the quarter through
March, compared with a profit of
%262 crore a year earlier; as provi-
sions are likely to triple to 716,026
crore, duetothez13,578-crorescam.
“We expect PNB to report a large
lossowingto higherprovisions. We
expect net interest margins to im-
prove and loan growth at 10% y-o-y:
We look for the next round of capi-
tal infusion as CET 1 (common eg-
uity tier 1 capital) is bordering the
regulatory minimum,” Jefferies
said. Banks, however, will get some
relief because of two temporary
leeway given by the RBIL.
Earlierthismonth, RBIsaid provi-
sions for accounts referred to the
NCLT can be reduced to 40% of
dues from 50% just for the
March quarter.
Banks have also been
allowed to spread out
their trading losses
over four quarters,
afterasteeprisein
bond yields over
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e We expect banks with

significant exposureto
corporate term loans to report
elevated levels of provisioning

ASUTOSH MISHRA,
Reliance Securities

the past two quarters. The bench-
mark 10-year bond yield has moved
in the 7.21-7.82% range, touching a
2-yearhigh duringthe quarter end-
ed March which exposed banks to
marked-to-market losses.

But the real concern is an old one:
elevated NPAs from the corporate
sector. “We expect banks with sig-
nificantexposuretocorporateterm
loans to report elevated levels of
provisioning. Further; the new RBI
framework on stressed assets reso-
lution, along with ageing of exist-
ing NPAs and write-down of secu-
rity receiptsfrom saleto ARCs, may
keep creditcostat elevated levels in
4QFY18,” Asutosh Mishra of
Reliance Securities wrote inanote.

8,759 crore*
MARCH 2018

7262 crore
MARCH 2017
(ACTUAL)

Higher provisioning due to the
RBI'sdirections in February,asking
banks to take all NPA cases wherea
bank’s exposure exceeds 22,000
croretothe National Company Law
Tribunal (NCLT) for bankruptcy
proceedings, will also hurt banks.

“Fresh slippages are expected to
increasesequentially asmanylarge
stressed loans, which were under
implementation for variousearlier
restructuring schemes, may get
classified as NPA under the new
stressed asset framework,” Mishra
from Reliance Securities said.

There are concerns over leader-
ship, especially in private sector
banks. Axis Bank chief executive
Shikha Sharma is set to quit amid
questions over the bank’s perfor-
mance, while ICICI CEO Chanda
Kochhar is under the scanner over
nepotism charges. “We believe the
streethas written-off thequarteras
a bad one and hence downside
ought to be limited,” Jefferies said.
“YesBank is our top pick other than
thesteady HDFC Bank.”

RBI Relief to Banks:

e Provisions for accounts
referred to NCLT can be
reduced to 40% from 50%
for March quarter

@ Allowed to spread out trading

losses over four quarters, after
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