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Smart Investing

INTEREST INCOMES of 27 banks rise for second quarter ina row in Q2 on lower interest expenses; Covid provisioning falls

Bank Stress to Fall with Collection Boost

ET ANALYSIS

Ranjit.Shinde@timesgroup.com

ET Intelligence Group: The do-
mestic banking sector continued to
show improvement in the net inter-
est income (NII) in the September
guarter helped by falling interest ex-
penses, according to ETIG's analysis
of the quarterly financials of a sam-
pleof 27listed banks.

The sample’s NII rose sequentially
for the second consecutive quarter to
rl.2 lakh crore compared with »1.2
lakh crore in the previous guarter.
NII had fallen sequentially by 2% to
¥l lakh crore in the March quarter
following a nationwide lockdown in
the last week of March to curtail the
spread of the Covid-19 pandemic.

The improvement in NII was large-
1y on account of a 4.9% sequential

drop in the aggregate interest expen-
ges during the September guarter
even as the interest income remai-
ned more orless flat.

State-run banks including Punjab
National Bank, Bank of Baroda,
Bank of India, Indian Overseas
Bank reported double-digit sequen-
tial growth in their respective NIIs
for the September quarter. Among
the top private sector banks, Axis
Bank and Kotak Mahindra Bank re-
ported over 5% growth in NII while
HDFC Bank and ICICI Bank recor-
ded under1% growth.

The sector's bad loan provisioning
continued to fall further amid the
pandemic-related moratorium on
interest payments. The sample
banks reported aggregate loan 10ss
provisioning of »33,075.7 crore com-
pared with v39,325.4 crore in the pre-
vious quarter. Provisioning for bad
loans has significantly fallen from
54,620 crore in the March guarter.
While the gross nonperforming as-

In Better Health

Banks show improvement in key
parameters in September quarter
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guarter was higher due to 722,328 core provision  the end of September quarter;
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sets(GNPA)ratioislikely to increase
in the second half of the current fi-
scal year, analysts expect the stress
t0 be moderate given the rising col-
lection efficiency “The overall
GNPA ratio for banks declined in Q2
due to the Supreme Court’s stay on
NPA tagging, while most lenders in-
dicated healthy collection efficiency
trends in Sep/Oct'20and thus, poten-
tially moderate siress formation
than expected earlier,” mentioned
Emkay Global Financial Services in
A Sector report.

Provisioning to cover the potential
Covid-19 impact reduced to v11.664.6
crore in the September quarter from
¥16,976 crore in the previous quarter.
Majority of the state-owned banks
did not allocate fresh provisions. For
the September quarter, the combined
bad loans and Covid provisioning fell
by 20.5% sequentially tow44.740 crore.

Thesample banks have sofar recor-
ded ©40,372 crore of Covid provisio-
ning during the quarter.
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surging Dollar to Hit Rupee

»»From ETMarkets Page 1

India's foreign currency re-
serves are at a record high of
$560.71 billion, giving the cen-
tralbank enough cushiontopre-
ventasharpfall inthe rupee.
The Indian currency had fallen
t0 a two month low of ©74.91 per
dollar 1ast week as traders had
collected the US currency to
hedge for any uncertainties due
to an unclear mandate from the
election. However, the rupee

thee74 toe75 per dollar range in
the short term.

“Last week, the rupee was also
helped by dollar sales by expor-
ters and also large inflows from
foreign investments into India,”
sald SV Sastry, deputy manag-
ing director, global markets,
SBI. “In the months to come, the
dollar rupee will take cues from
the fundamentals like India's
trade balance and also how the
new president shapes his eco-
nomic policy.”
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re up by w337 crore over the year-
ago level, the margins dropped
over 80 bps.

ITC's investors have been a dis-
appointed lot this year, and they
are likely toshow their displeasu-
re by selling the stock. The ITC
stock is already down 27% year to
date and is among the worst per-
formers in the FMCG sector.

Its peers in diffe-
rent segments —
HUL, Nestle, Bri-
tannia and God-
frey Phillips — ha-
ve performed bet-
ter. The ITCstock is
tradingataprice to
earnings multiple
of 15 — the lowest
among FMCG com-
panies.

With the overall

ET Intelligence Group: The Co-
vid pandemic has exposed the we-
akness of ITC’s business model.

While the at-home FMCG pro-
ducts and agribusiness did well,
other segments — cigarettes, ho-
telsandeducational and statione-
ry products —have borne the im-
pact of local lockdowns in the
September quarter.

Consequently, despite a sequen-
tially better performance, net sa-
lesat ITC rose1.2% while net pro-
fit dropped 20% for the quarter —
the second consecutive decline in
several three-month periods.

Cigarette sales dropped nearly
4% compared to the year-ago le-
vel, with 880 bps decline in mar-
gins. Cigarette volumes are esti-
mated t0 have dropped by aro-
und12%.

The stocK,
already down
27% yearto
date, Is likely
toface more
selloff by
disappointed
Investors

and a cash pile of
¥1,500 crore to take ca-
re of its near term ca-
pex requirement, indicating no
pressing need to raise funds except
for getting a profitable divestment
opportunity for 1its Chinese parent.

In the past five fiscals, the compa-
ny'snetsales havegrownata CAGR

with operating profit
{(Ebitda) margin of 41%
(among the best in the

Indian pharma industry).
However, all the positives seem to
have been built into the valuation.
Fosun acquired the company in
2017 at a valuation of $1.1 billion.
TheIPO values thecompanyat$3.2

an aspect loved by speculators and
traders. Notwithstanding the Indi-
an founders and management be-
ing Indian, the company will be dee-
med to be Chinese for all regulatory
and financial purposes.

Despite the company's high-per-
formance record, investors should
take note of these aspects.

Biden Rally
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The Bank Nifty is also ex-
pected to hit a new record
high and head to 28,000 and
above levels, whilemid-and
small-caps are also likely to

may Continue,
Propel Niftyto 12,800

Some market analysts
like Sanjiv Bhasin of IIFL
Securities do not expect
the market to hit all-time
highs this week.

“Some may choose to
book profits after the US

Retail Ownership in NSE
CosCrosses 710 Lakhcr
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As on September 30,
2020. Since June 2009,
private promoter own-
ership has been stead-
ily increasing from

portfolio investors
(FPIs) Increased to
21.52% ason September
30, on the back of net in-
flows of ®46,860 Crore
during the quarter.

Holdings of insur-

Peter Dillener, a former Wall
Street investor, said, “Trump
needs to accept that his role as
America’s CEOisover.” Hesho-
uld makea graceful exit “forthe
COUNtTY t0 move towards the
Kind of economic greainess he
has pounded the table on for ve-
ars,” he told ET.

Tom Donahue, the chief of
the US Chamber of Commer-
ce which sits across the White
House, pointed to the strong
verdict. “Americans have vo-
ted in historic numbers and it
is important to complete the
election process by fully coun-
ting every vote and resolving
any disputes,” he said, accor-
ding to the Financial Times. It
seemed like an indirect mes-
sage that court cases were un-
likely to turn the decision
Trump's way.

mal as it was, I am sure the
pent-up demand, supported
by the regular demand, will
probably pull the economy.”

“Certain sectors have taken
a beating—like tourism, ho-
spitality, aviation,” said Kha-
ra. “Perhaps these sectors
will take some time to repair
but the major evolution of the
ecommerce sector will lead to
a new consumer behaviour
never seen before.”

But when it comes to COrpo-
rate activity and investments,
Khara said, this was not in
sight yet. “The capacity utili-
sation in the economy is aro-
und 69-70%," Khara said.
“When itcomestothe fresh in-
vestment cycle that is seen
when this inches beyond 80%.
I think once it reaches that le-
vel, there will be a tendency

The FMCG business, the mana-
gement's current focus area, has
emerged as the best piece of ITC's
performance. The segment posted
the highest quarterly sales and 300
bps expansion inEbitdato9.7% —
beingthe only segment posting an
improvement in margins.

The comparable revenue of the
segment, excluding the educa-
tlon and stationery portfolio,
Was up over 18%. Antiseptic and

performance ad-
versely impacted, the success of
the FMCG business may do little
to brighten its allure. The cur-
rent guarter is likely to be better
given the onset of winter, which
could boost sales of personal
products. However, segments
such as cigarettes and hotels
may continue to remain affected
in the near term. Besides, the
possibility of an increase in tax-

participate, they said.
AsWall Streetgearsupfor
Democrat Biden's presi-
dency, there is a relief that
Republicans are in control
of the US Senate which will
make it tougher for the new
administration to push
through bills such as high-
or taxes and tougher regu-
lations. Though this scena-
rio lowers the possibility

election uncertainty get-
tingover but theyare likely
to hit record highs in No-
vember,” said Bhasin.
“The index will find it
challenging to scale record
highs as the event is now
discounted. But before the
end of November, we will
seenew highs. I see the Nif-
ty at 12,700 by end of the
yvear and Bank Nifty islike-

33.61% on.June 30, 2009,

The percentage hold-
ing of the government
has hit all-time low of
5.05% as on September
30, 2020, down from
22.46% as on June 30,
2009, due to the govern-
ment's divestment pro-
gramme, not enough
new listings and lack-
lustre performance of

ance companies in val-
ue terms went up by
10.98% from the previ-
Ous quarter to ©7.80
lakh crore as on Sep-
tember 30, 2020. LIC's
holding across 204
companies, where its
holding is over 1%,
stood at w5.90 lakh
crore in the quarter
ending September 30,

Statements from various busi-
ness and manufacturing asso-
clations — powerful groups
that represent big money — we-

among corporates to evaluate
fresh investment plans.”

The Reserve Bank of India
has projected India’s econo-

re coming fast and thick. my to contract as much as
The chief executive of theITL, 9.5% this fiscal vear after are-
a technology trade association, cord 23.9% slump in the June

Jason Oxman said, “America’s
proud tradition of a peaceful
transition of power must conti-
nue.” It was essential for ‘certa-

guarter. Butactivity hassince
gained momentum with acce-
leration insaleof cars, motor-
cycles, cement and steel rai-

disinfectant brand Savlon issla- ation on cigarettes in the forth- of the bigger fiscal stimu- 1y to be at 28,500-29,500 by many CPSEsrelativeto an increase of 9.2% inty and stability’ for American sing hopes of a faster recove-
ted to become a 1,000 crore coming GST council meetings lus, investors are happy the end of the year,” said their private peers. over the previous workers and the global busi- 'Y even as some sections re-
brand thisfiscal. remains an overhang. with the status quo. Bhasin. Ownership of foreign quarter. Ness community. main crippled.
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i e N N T Tom e EXTRACT OF STANDALONE AND CONSOLIDATED UNAUDITED FINANCIAL RESULTS

infection and standing in li-  Some of his supporters ar-

ey et A Ll FOR THE QUARTER AND HALF YEAR ENDED 30TH SEPTEMBER, 2020. (ZIn Lakhs)
snacks and a phone to exer- at least four state capitals TAMT = Tl

cise their democratic right. but police managed to keep STANDALONE . CONSOLIDATED .

In the end the electoral pro-  the two sides separate. The ear ear
cess and the postal SyStem  Trump campaign plans tofl. PARTICULARS Quarter Ended Half Year Ended Ended Quarter Ended Half Year Ended | Ended
worked for the most part de-  le multiple lawsuits Monday, 30.09.2020 | 30.06.2020 | 30.09.2019 | 30.09.2020 |30.09.2019 | 31.03.2020 | 30.09.2020] 30.06.2020| 30.09.2019| 30.09.2020| 30.09.2019 | 31.03.2020
ﬁgﬂngligmﬂ?mﬂ Dﬁmﬂlﬂlt}f mil- ﬂiTgm%m (Unaudited) | (Unaudited) | (Unaudited) | (Unaudited) | (Unaudited) | (Audited) | (Unaud (Unaudited)| (Unaudited)| (Unaudited)|(Unaudited) (Audited)

Colahrations mm“mpteﬂ = lmﬁmtmé Total Income from Operations 18,572 4561 | 49,191 23,133 | 82437 | 1,73218( 18599 4588 | 49200 | 23187 | 82463 | 173311
from coast to COASt aS SOOI  speechby counted Net Profit for the period before tax (1,834) (9,079) 2,999 | (10,913) 4,522 8,760 | (1,877) (9,117) 2,915 | (10,994) 4,396 8,516
as Pennsylvania dropped trympalant  Without Net Profit for the period after tax (1,362) (6,733) 3,015 (8,095) 4,013 7.169| (1,405) (6,771) 2,931 (8,176) 3,887 6,925
in Biden %I}]fliﬂ %‘H{iﬂi{ af- seemtobeon  SlEnature Total Comprehensive Income (1,350) (6,763) 3,002 (8,113) 3,990 7,057 | (1.396) (6,805) 2,909 (8,201) 3,841 6,820
IETRIGN. J 06 LEACK LAVES: WEcasie  yariics- Paid up Equity Share Capital 937 937 937 937 937 937 937 937 937 937 937 937
Matter’ Plaza opposite the powammougn tlon and
White House was thesiteof  son-in-law votes  be- (Face value of ¥ 2/- per share)
impromptu marches, jaZZ JaredKushner ing cast by Eamings Per Share (of T 2/- each)
ﬂ;]llﬁiﬂ- group dancing Eiﬂg Isreportedly ﬂiﬂﬂﬂ‘fﬂﬂ“ Basic and Diluted ( T)
champagne. Many carried w onit Dle. Ques- .

e A orking B (not an.nuallsed} (2.91) (14.37) 6.43 (17.27) 8.56 15.30 (3.00) (14.45) 6.25 (17.44) 8.29 14.77

a reference to a line made mained about an orderly Maing.:

famous by Trump on his transitionof power 1. The above financial results were reviewed by the audit committee and taken on record by the Board of Directors at its meeting held on 07.11.2020. The Statutory Auditors have carried out a limited review of the
show, The Apprentice. Political wonks were fond- aforesaid results.

But the man they ‘fired” Iy remembering Biden's fri- 2. The above is an extract of the detailed format of Standalone and Consolidated Unaudited Financial Result for the Quarter and Half year ended 30th September, 2020 filed with the Stock Exchanges under Regulation 33
said the fight was not over. end, the late Republican Se- of the SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015. The full format of Quarterly Standalone and Consolidated Financial Results are available on the Stock Exchange websites,
Trumphasrefusedtomove natorJohnMeCain, wholost www.nseindia.com and www._bseindia.com and on the Company's website www.siyaram.com
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