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Editors’ Desk

Greetings from the OPTIMiSM Team! We are happy to present the October-December 2018 issue
before you.

We are pleased to announce that SIDBI has bagged Gold Award in “Bank of the year-Asia
2018” category in the recently concluded awards event organized by Global SME Finance Forum at
Madrid on November 6%, 2018. The award recognizes outstanding achievements of financial
institutions and fintech companies in delivering exceptional products and services to their SME
clients.

To analyze and bring to the fore the emerging challenges in Microfinance sector, SIDBI
organized SIDBI National Microfinance Congress 2018. The event was a great success with over 300
delegates from across the globe sharing their views on challenges faced by MFI sector, brainstorming
on the possible solutions and the required policy intervention. It was heartening to note that experts
& participants participated wholeheartedly to make the event an inclusive endeavor.
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Macro-indicators - Annual
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7 in News
Credit Growth recovery sustains- MSMF PULSF

MSME Pulse, India’s first comprehensive report on MSME sector, December 2018 edition
revealed that the commercial credit growth continued clocking 13.5% growth YoY in the Sept
2018 quarter. MSME credit, including credit to MSMEs and to individuals, stood at I24.7 lakh
crore, contributing approx. 23% of the total credit exposure.

As per the report, studies show that, the Return on Asset in respect of lending to MSME segment
is estimated at 2-5%, which is a healthy indicator. The study for the period September 2016 —
June 2018 shows that the rate of new NPA of the MSME segment has been between 1-1.5% per
qguarter and recovery rates have been between 0.4-0.8%, which shows the MSME credit in
positive light.

The share of NBFCs in new credit sanctions to the MSME segment has increased from 13%
(September 2015) to 17% (September 2018). Accordingly, the number of NBFCs having over 100
crore MSME portfolio has increased in the same period from 51 to 77, while total number of such
financial institutions stands at 128. Also, the default rates of NBFCs are higher than Private Banks
but lower than Public Sector Banks at 0.4-1.6% by October — December 2014 and 1.5-3.0% by
October — December 2015.

MSE sentiment ticks up: LriSidEx

MSEs sentiments improved in October - December quarter 2018. CriSidEx score at 128 was higher
than 124 of previous quarter and significantly higher than 107 for the corresponding quarter a
year ago. The change was driven by an increase in order book size and employee base for
manufacturing MSEs and an increase in Profit After Tax margin and employee base for service
sector MSEs.

The respondents expected the feel good factor to hold in the next quarter as well. For January-
March 2019, both manufacturing and services companies were optimistic of a good business
performance. Over 50% of the respondents each from manufacturing and services expected the
positive momentum to continue in the January — March 2019 quarter. In the manufacturing
space, pharmaceuticals, gems & jewellery & chemicals and in services, professional services,
traders, logistics and power & power utilities were the most optimistic.

From the lenders perspective, 3 out of 10 lenders surveyed, saw an improvement in the overall
business situation of MSEs and 5 out of 10 rated it as satisfactory. These lenders expected the
business situation to remain unchanged in January-March 2019 — with 3 out of 10 having a
positive outlook on MSEs.




SIDBI National Microfinance Congress 2018

The landscape of the Microfinance sector is changing amid events like demonetization,
with many MFIs converting into SFBs/ Banks and a few being taken over by the banks. While
opening new vistas, this has also created new set of challenges for the pure play Microfinance
Institutions. Over the years, while geographical spread of Microfinance has diversified to cover

most of the states, expanding the outreach to some of the more difficult districts/ areas has
continued to remain a challenge. Further, there seems to be a lack of adequate institutional
mechanism for graduating the multiple cycle microfinance clients, including the SHG clients, to
the next level of funding viz microenterprise segment.

Against this backdrop, SIDBI organized its first 2-day National Microfinance Congress 2018 during
October 26-27, 2018 at Hotel Taj Palace, New Delhi, with an objective to deliberate and bring to
fore the emerging challenges and opportunities in mass market banking, while making pragmatic
recommendations towards addressing these challenges. Over 300 delegates from the Reserve
Bank of India, leading commercial banks, Small Finance Banks, Microfinance institutions, NBFCs,
academicians, credit bureaus, rating agencies, fin-techs, etc., from all across the country and
international micro finance experts participated in the congress, helping shed light on the ground
realities of the sector.

The two-day event was divided in four sessions with different agenda points-
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Session I: Adjusting to the New Normail:
Lessons from De-monetization,

Session |l: Future of Pure Play
MFIs in India and Sustainability
Challenges

WATCH LIVE AND BE CONNECTED ON
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Post demonetization- shift in Micro Finance business  Unique value proposition of standalone MFIs and

model, challenges thereof and MFI players how fintech helps in adapting the MFls to rapidly

response to the changes. changing financial service ecosystem.




B s T Session IV: Challenges for Going Beyond
Session Ill: Key Priority Areas of the Sector & Microfinance and Serving Missing Middle
‘;jﬁ mcludmg the Geographical Expansion Segment
- P e Opportunities -
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100 districts with no or negligible presence of Regulatory & Govt level interventions required for
MFIs. Session for geographical opportunities & moving from Microfinance to Microenterprise

priority areas. lending.

Key takeaways: -
The congress had some key overarching takeaways for mass market banking players, policy
makers and regulators. These include:

The mass market banking industry has created meaningful impact. However, significant
untapped opportunities still exist for “micro banking” across credit, savings/investments,
protection and payments products.

An effort needs to be made to onboard “informal” to “formal” sources and to introduce
requisite “ladder” propositions to meet customers’ needs effectively, e.g., daily loans,
weekly loans to help clients upgrade themselves, etc.

A space and role for all types of entities—banks, NBFCs, SFBs, MFls, etc.—to participate
in the mass market banking space exists. It is important for entities to collaborate to offer
a “supermarket” to customers.

Shifts in regulations, technology and data ecosystems are facilitating new mechanisms for
customer access, operating models and seamless onboarding and underwriting

Over the course of multiple technical sessions and panel discussions, emerging concerns and
issues were debated, helping brainstorm on possible solutions that could enable the sector
collectively to address these concerns and chart a sustainable path forward in India.
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NEXT MICROFINANCE CONGRESS
DATES- OCTORER 4™ AND 5" 2019




3lst Asian Credit Supplementation Institution
Confederation (ACSIC) Conference

The Asian Credit Supplementation Institutions Confederation (ACSIC) is an association of Credit
Guarantee Institutions for Micro Small and Medium Enterprises (MSMEs) in Asia which was setup
in 1987 with the objective of promoting sound development of the credit supplementation
system in countries including regions of Asia through exchange of information, discussions
amongst credit supplementation institutions. There are 16 institutions in 11 countries which are
members of the ACSIC. Credit Guarantee Fund Trust for Micro and Small Enterprises (CGTMSE)
has been a member of the ACSIC from the year 2006 and the membership has been a great
learning experience for the Trust.
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ACSIC holds its annual conference for Heads / Senior Executives of Guarantee Organizations,
hosted by the member countries, to promote regional co-operation and exchange of views.
These conferences are held at different locations on rotation basis. The ACSIC Conference
provides a good platform for guarantee organizations to interact with each other closely and
share best practices prevalent in each country. These conferences have been able to bring a
greater degree of cooperation among existing guarantee organizations which have benefited
by the experience provided by the organizations like Japan Finance Corporation, Korea Credit

Guarantee Fund, Credit Guarantee Corporation of Malaysia Berhad etc.




The 31st ACSIC Conference was hosted by CGTMSE, India during November 24-25, 2018
at Udaipur and 100 officials from 16 institutions participated in the conference. The theme for

the 31st ACSIC Conference, was ‘Credit Guarantee: A Vehicle for Inclusive Growth’ and

participants, based on the theme, exchanged their views by giving presentations.




MSME in News

Support & Outreach initiative for MSME

The Prime Minister launched ‘Support and Outreach Programme for the MSME sector under
which 12 key initiatives were unveiled to help the growth, expansion and facilitation of
MSMEs across the country.

The Prime Minister pointed out that there are five key aspects for facilitating the MSME sector.
These include access to credit, access to market, technology upgradation, ease of doing
business, and a sense of security for employees. The Prime Minister announced 12 policy
initiatives to address each of these above five categories in one way or the other.

Access to Credit:

» Launch of the psbloanin59minutes.com loan portal to

enable easy access to credit up to 31 crore
_ » 2% interest subvention for all GST registered MSMEs, on
PSB / fresh or incremental loans. For exporters who need to avail
loans in the pre-shipment and post-shipment period, the Prime
g Minister announced an increase in interest rebate from 3% to
° . A
' e ® » Compulsory registration of all companies with a turnover
MIN_gg,%s : more than 500 crore on the Trade Receivables e-Discounting
: System (TReDS) so that spirit of the concept i.e. enabling

resolution of problems of cash cycle, takes shape.

Access to Markets:

» Public Sector companies to compulsorily procure 25%
(earlier 20 %) of their total purchases, from MSMEs.
» Of the 25% procurement earmarked from MSMEs, 3% to be
r reserved for women entrepreneurs.
' GeM » More than 1.5 lakh suppliers have now registered with
» GeM, out of which 40,000 are MSMEs. Transactions worth
Govemmen[ more than 314,000 crore have been made so far through

Undertakings of the Union Government must now
compulsorily be a part of GeM and also get all their vendors
registered on GeM.

GeM. To further this, it was announced that Public Sector
e Marketplace

J




Technology Upgradation:

» Tool rooms across the country are a vital part of product design. Therefore, it was

announced that 20 hubs will be formed across the country and 100 spokes in the form of
tool rooms will be established.

Ease of Doing Business:

>

>

Clusters will be formed for pharma MSMEs. 70% of cost of establishing these clusters will
be borne by the Union Government.

For simplifying the government procedures, it was announced that, Returns under 8
labour laws and 10 Union regulations must now be filed only once a year.
Establishments to be visited by an Inspector will be decided through a computerised
random allotment.

As part of establishing a unit, an entrepreneur needs two major clearances namely,
environmental clearance and consent to establish. To simplify the process, it was
announced that both air pollution and water pollution laws have been merged as a single
consent. It was further stated that the return will be accepted through self-certification.
An Ordinance has been brought, under which, for minor violations under the Companies
Act, the entrepreneur will no longer have to approach the Courts, but can self-correct
them through simple procedures.

Social Security for MSME Sector Employees:

>

A mission will be launched to ensure that they have Jan Dhan Accounts, provident fund
and insurance.

The implementation of above entire outreach programme will be intensively monitored over
the next 100 days.

Ease of Doing Business- India jumps 23 notches, now at rank 77

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
77

wD0ing Business Rank




Major Highlights of report-

Now ranked 1st
among South
Asian countries

First BRICS & (6th in 2014)

South-Asian as
Top improver in

Among Top 10 cosecutive years

improvers for
second consecutive
year.

23 rank
improvement in
current year

large  country
since 2011

India’s rank in the World Bank’s Ease of Doing Business 2019 survey climbed 23 places to 77
among 190 countries surveyed, making it the only country to rank among the top 10
improvers for the second consecutive year. Last year, India saw a record jump of 30 places to
reach the 100th position in the rankings. The reforms in India included streamlining the
process of obtaining a building permit and improved building quality controls, the report
highlighted. Starting a business was made easier through consolidation of multiple application
forms and introduction of GST, while getting electricity was made faster and cheaper. Other
reforms in India included strengthening access to credit as well as making it easier and faster
to pay taxes and trade across borders.

RBI sets up panel to suggest measures for MSMEs

The Reserve Bank set up an expert committee under former SEBI chairman U K Sinha to
suggest long-term solutions for the economic and financial sustainability of the MSME sector
by studying to understand the structural bottlenecks and factors affecting the performance
of the MSMEs. The panel has been asked to review the current institutional framework in
place to support the MSME sector and study the impact of the recent economic reforms on
the sector and ‘'identify the structural problems affecting its growth".
The eight-member committee will also examine the factors affecting the timely and adequate
availability of finance to the sector.

The panel shall study the global best practices with respect to MSMEs and recommend its
adoption in India, wherever appropriate, and review the existing MSME focused policies and
its impact on the sector. In addition, the panel has also been asked to propose measures for
leveraging technology in accelerating growth of the sector.



https://www.livemint.com/Companies/icjVbgr3PteKYupZlzwOtN/India-jumps-to-100th-spot-in-World-Banks-ease-of-doing-busi.html
https://www.livemint.com/Companies/icjVbgr3PteKYupZlzwOtN/India-jumps-to-100th-spot-in-World-Banks-ease-of-doing-busi.html
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)f govt, central bank allows
‘ecast of stressed assets
vith loansof uptoz25cr

Our Bureau

Adumbal: The Reserve Bank of India
RBI) has opened a loan-restructuring
vindow for micro, small and medium

nterprises (MSMESs) for a year, yielding

0 a key demand of the government that
1ad sought such a facility, which former
overnor Urjit Patel was reportedly not
ookeenon.

RBI on Tuesday allowed a one-time
estructuring of existing loans to
ASMEs thatare indefault but ‘standard”
'S on January 1, 2019, without an asset-
lassification downgrade. The restruc-
uring has to be implemented by March
1, 2020. RBI has allowed the scheme for
estructuring of stressed assets with
redit facilities not exceeding z25 crore
sonJanuary 1.

The issue of restructuring of MSME
ccounts was discussed in the meeting
f the centralboard of RBlon November
9,2018. Financial services secretary Ra-

ihar MSVE Naws

RBIProvides 1-Year Loan
Rejig Window for MSMES

New Year, New Begin~:—

ew Beginn

MSMES were Impart~~

| had given
foBrbearanceS g{ 180
ays foras :
classificaﬂpn that3 vlva
available till Dec 31, RS

regist

eraised concernthat

ngof MSMEswould takeahitifthe
issue of liquidity is not addressed.

Under the scheme, a provision of 5% in

addition to the provisions already held

will be made in respect of accounts rest-

under GST

for

Ear
exempt

pelief available

MES
ered

Teg

ers were looking for relief in rest
ructuring stressed assets of mid-size
and small SMEs to help them tide over:
period of tight liquidity. The MSME sec
tor contributes to nearly a third of th
gross domestic product and employs 11
million people, accounting for ahon—
45% of manufactnei=—""

ructured. RBI asked banks and non-han.—=&—""

King ﬂ/n_a}EeA(:omz:mm'*""~

* Kumar had made a three-hour-long ="

sb\oansinSQmmutes
-antsloans up'to

Lcr from sidbiand
public sector panks

n

o erore loal sangxe\‘c_med
200 aunch in SeRIETIRCE ;o0
1ce 1 rnment 1s NODSTY Lo
TK\f\tgomnake will se\‘t!mez»uas\s
hpasbannl;swa.nsm ne2s b2

roa'
—

in
sSP9r

" ke

SMO

1%

nce In the
ook loans ferene

e r- cess.
mmug}l ‘ha‘\s'()?l?!d 1d. “AlsO, moe
CIrore i ¥

'1
tes

g
<h suPPSL hubs

Sspo

Kes-

isters

>st

‘ministry oficial s o
uelm Toan documen!

case
‘t:tmn is c:omm
?&%’e‘gg\l’(ed any delinquen
ot mn?iL aftera porrower ge

throug
le approval
n:‘?‘&e joan 1s disbursé

urRB
by r
q dustry 1 services sec!
Fzr\::;&“ax“‘c‘a had -.;:m a
cKag!
ncturing Rs11ak
msSLr‘:{Es will help reca:‘n 1akh el
oning Pro- ?ror@ of loans for sev

ta

credit to smay
unltS a ‘n‘lyth»:
SBI report

ENS ECONOMIC BUREAU
MUMBAI, DECEMBER4

CONCERN OVER credit supply to
small businessesisaﬁnyh"gme
sector has had a “stupendous
Joan growth since the implemen-
tation of GST. a research rep;?;t
from State Bankof India hass »
pebunking the argumer
rt

ers thatsmall

from some quar credit,

re

S L=d —
es " de

T




THATHUAS & e # a9 facq oot $r oA - |

gellor STReErst
S

oY cq 891 & o FT 3907

HRAT Rotd 8 o off facd del & ogdq uIed w3 & o 27 aAge=y, 2014
@ feenfader S f&hu| og facd dat & o @1 geg 3/ 1) 3@fdd w
Feudfad &l & ol & fv qed MUR Jeled a TUr 2) oY HRIIN el
oY Ud HA RamE], §EA Td oY 3N, 3T Ao 81T I Fhrsdl 3T
WA va et o aREreEl & AEIH @ RKOT H YT ganr e
GATAAA ST FEIaT gell 2|

S 39T, 3 T TH SiAdT & S Wi, FEf WidT T UANRITS oo &
TANRITS Wiar 3 & ATETH A FTAT Yo LT g1 STHT & SoT allehl &l TR
elled o fded dohl @ o Eael & A @ &1 A # 3udad sfeaf@a
&3 Fr sHsAT F FfVHTH TUT 25 @ S DAT F A FKUT YT T IS

gl
ﬂﬂTw&g@awuaﬂTﬂﬂ?ﬁwméﬁ?ﬁm%W%a@ﬁﬁaﬂTm

m*mﬁéﬁmﬁmaﬁq@mﬁﬁqﬁmﬁwﬂamaﬁmﬁsﬁ
JhR & Sl AT UHec dhl FHI TAT o=t I3 Wl ¢ 198 3Faa o §1 sf@av o 3req
faca dF = ARAT Rold dF vae 1934 I URT 42(6) & HdTd 3Ahr 3R Hr
fafr & 9% aed gu g€ Tose A 997 6 @ avt @ I3R® F e arer s
St @ a¥ 2011 & AT S0 & IFAR 10 gk & A (9999 dh) &
TS aTel &Y JAT -alfar AT 3TeREd Sorehl & 79elr 25 gfaed @ @i
3MaRTeh gl $8d AR, 31 o fdcd bl & o 3R & @l Ted H ge
graf|

oy faca di A wrea gfkam

AR Retd dF & 17 Fells, 2014 &1 & 8 A Gl ST ared o facd St &
foe faQwel, sToe sEleRt aur Sufadl @ feoqol &t & fav feenfader 1 g&q
snfr%emsvwaﬁﬁwﬁaﬁaﬁwr%aaﬂﬁgcwaw,zomﬁmmar
S fT T 3R 16 SFeadl, 2015 dF oo Uall & 3ided AHAEC fhe )




Had, 2015 A ARAT RSd d& o 39 |8l 72 9ait & 717 I e S 3mae
3T F| ANAN 397 URTE, HRAT Roid dh & Qarfaded 39 TR Hr egerar &
31 G el W AR el & foav uer afafa &1 e Far s=r 3w aRe
afAfd o AWl #I AT gu 17 sy, 2015 @ AR Refd o8 o 10 Jait
& g fdcd d & §9 A AT Fer fhar 3R Fer i v a¥ & faw @’ oy
faca o afarersr # 3 STE| grelife fafdesr HRUT @ F@f oy Ao d e Ay
a?ﬂﬂmqﬁ'ﬂmﬁﬁﬂﬁmqw,éﬁmm@ramﬁmﬂﬂqﬁmé?qi\{umd
# ¥l g 9gd & IEeeH g T Ol d& It 16 T & 3T I X W B

Sed@ely & o &1 10 o facd d # & 8 ASsh! Hrsarq IR Afhar faea sufarar
(TATHHT /TATHATS) oY 3R aF T TA«TuhaT|

aRETeeRd &g faea & v =

. T FHIST BISAd seh 19 319, 2017

. P THTST BEAE sdh 24 3%, 2016

. IR THATT BT & 21 s, 2017

. SiFgeH THAT BT g 05 fdFsy, 2016
. SULUTH THTA BT S 17 AT, 2017

. qIfeT TATST BIgeTid 23 SieAadr, 2017
. 35ollasl THTA BT d& 01 ®adl, 2017
. 3chY THA BT g 23 SIeAadl, 2017
. A sTC THAA BIA™T g 17 3AFdsR, 2017
0. ST THIA BIBAH S 29 A, 2018

oy cq 8% 1 fora yaer

g faed deh &1 FohcT gTFaer Yol #geTad FIT 100 FU3 &1 38 s & gR=reled
& AG A SNEAT FT ¢@d §U R AUR R 586 FA@A HR AR (INSeR)
& 15 Yfderd de sgedd Yeferd qTedar HejdTelsl I@aT ST g1am, S reggfad
ST St & 9% ¥ AT § 3R TANTE F SR § eI 1 o 3Rssequ
& 7.5 9fderd e 3R IR 2 Goft R 1 goft & SRR oI am ST Hehel




g8 ATARGF, TacTehl HT 3G Fol Fehcl STFacl Yol I wgoAcd 40 FiaraT a1
309 SOET Y 39 S & PRIGR H 9T ST Thdl gl olfched Tdcdehl &l 3RIGHT
aig gy & HIcR gehdl STaFadl Yol & 40 YfaRId oo & STl glam| ofehed Faciohi
& 3HACTT HT 40 YT e HT REAT RGN Y& gled & i gy HT 37afr dh a0
FRISR T ARG T67 ST el AT dAlhgad AT H G| TATT &Y, Yacehl T
3eETT HRIER Y& Hel & a6 10 Aol & ek 30 Jfaerd 3R 12 a¥ & w26
ST deh T gam|

g8 3ardl, AfE oy facd 3 @Hueh 1 Waer Fufeq a1 dead 9T 500 F5 H
s H IR Y ST §, o faca I @1 5@ Fufd & a3 & 3 a¥ & iR
MR TSR A el Hoell I Feheg H=AT glaf| grefifeh, o fdcd S Huei =g
dl &l @I foaer @ufcd a1 Aead 500 #S & Hhs o gl & Tavje o WR
SeiR fafearaes arfe F & AT Irod ] IR 3T fGfaden &1 aree Hie
F ¢ PR TR FH A FOAT FF gAag Far e gl

fondly off org faca o & @IS facl rderss Faarfad &7 & 49 wfderd 3R 3egafa
gred FR 74 9T T ATYRE S Hehdd 8| S8 3Telral, g faed Sl r TRA
Rerd d% @1 et A a1 qsRIe At &7 dret §ff W3R U TaUasR
& #AC H AT gHm|

3T U & ae & & Tl oy faed den sl @ golieor 3R amgsh 3R &
qTT BT IR 3T & 39T Igeh ATUR T FGIA o TG 3e3ohT Yol H g oofl &
SGlcar’l 81 @Y 81 SiTieh 3MT9eR! 9am § o 3uderd 10 & @ 8 &g fac d wger @
& FASHIBISAE TASIUhar ¢ ¢ 3R arhr & ar off vaasiuwdr T sfffer 7 10 a1t
O 30 & AT fr e cuarar & 9reller | &1 598 I8 o el snfa gar
Toadr § & Rcd g 3R $RER & 3096 3R Y& el & &1 d
Ugel H X 3T L o

heThay THTT Brsad do(feem), sfFaey TaATd BT d&, sSTauTE THATT BEad

o, FAfeT FATT BISATE o, Ioailaed FAIT BISAH deh, ey FHlT BISAH s,
A STC THIA BT Sh(3ENAIT) UF ST THIA BISAg S Jgol & AT AT
T HASH BISATH AT HIH Fd 3T E© & 33X I8 @l & IR & 9 & 39T




3TN 3R 3Facar arfad T g1 gTelifen, ST & TASTHET S e TRaEr
d% 3N vg wEAER o @sdr @ gAfded Hr glaumged we arel aeer @R
3odad @l & &g A1 389 o e avf & AEHEEAaE vd Readvor sRIER
W%ﬁmﬁmﬁymma:ﬁwmaﬁmﬁ-ﬂﬁwﬁﬁm
GATAUSA Gar $r 3FAE @1 3R & B

319 SIATfeh Uger & Fal IAT & o So1 dopl T 3f8hdd FOTEIAT I25 oG d& &l
g, 3fReier o fAcd dh TYFd <IAT THE IT SISl & AEIH & 3707 facd &
T AT BISATH & &7 H HOT & T HIH FX @ &1 b 3Herar, I o og R0,
3MET FOT 3R agad HoT T Ui X | &1 3chy, Fiued, siaaed, o7, ATI-5¥C
og fdcd d Tar & A W@ 81 s8F AR, gufca A Ol @y Ho, |l
ol T@ee w1, et &fde &8, 3nfe %o @ og facd o gerT X W &l
ST o facd 9 F T ®oT vd FN afedera wor & o dfaawor # @ ¢

§H TG $E Hehdl & 1o oY fded depl o 38 &M & 9= BIE-BIE Uld To= Y&
%‘U%WWWWW$WJ§FWWWW§H§I

Iooldd_ AT I FTRET

AT S faerer 3o # UATHUAS &1 T watanor fasra & o faed St &1 sffenr
HEcaqUT AMSd gt arell §1 39a 3 & e Taw9 3R faegd RaEr vd gee
thelld 1 $TA gV Tg S & T o1 e e &1 herra 3R 38R off 21 & -
dlet H gl 10000 & Ha T TETET dTel JTHIOT T TEABY 8131 dh SoAhT thelld
Soc, @ SToc @ 8 ST, $HA 3FAIG §H Y Aehd &1 o facd o 370er Jefiertor
& Fell 3R foael Fufcd & AR 3w FeT & faw 36l 99 a8, 93 TRl AR
93 fAderel o AT g1 3l g MM #X Hhd ¢ T STea & F oY faed o
39a et H Ieqafdd 3R A d% Fer A F HarA gl

(@ & GEdR - “HRT H HSHIBISAT ~ IS 37Kl F FRIX FIAIR” 1 AT Tsgdicad & a¥ 2014
ﬁwmgmﬁl)

E3divdY #r feoauft - 3Rt #r qIR dF “Performance analysis of Small Finance Banks” 3"T4:13?|' a9 & HT-
& ¥ #F 30 21w o W@ B




TATHUHS & fae d og faca dar At A -
Role of SFBs in the Development of MSMEs — I

Performance analysis of Small Finance Banks

Ramesh Kumar
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Small Finance Banks (SFBs) were given license with a inclusive mandate, to achieve which,
SFBs are required to: (i) have 25 % of their branches in unbanked rural centres within one year
from the date of commencement of operations (ii) have at least 50 % should include their
loan portfolios of loans not exceeding Branch network (Sept 2018)
2.5 million (iii) not undertake any

parabanking activity, except that is 521, 19% 525, 20%
allowed as per the licensing guidelines

and (iv) extend 75 % of their ANBC to the

sectors eligible for classification as

priority sector lending by the Reserve 647, 24%

975, 37%
Bank.

As at March 31, 2018, 10 SFBs were in
operation. Out of the above, 7 SEBs HRural ®Semi-Urban ®Urban ™ Metropolitan
have been given the Scheduled Bank

status, as of October 2018.

After around 2 years of operation, the SFBs have a total branch network of 2,668 branches as
at the end of September 2018. The branch network has registered growth of 54% vis-a-vis
March 2018. The rural & semi-urban areas account for 57% of the total branch network of
SFBs. The SFBs contributed to new bank branches set up in the country in FY 2018 by around
30%, by opening 1343 new branches out of the aggregate of 4510 new branches opened all
commercial banks. Out of the newly opened by branches, around 53% came up in rural and
semi-urban areas. Prima facie the high GDP states like Maharashtra, Tamil Nadu and
Karnataka have received a larger share of the newly opened branches in the current FY,
closely followed by Bihar and Madhya Pradesh.




In line with the mandate of lending to unserved & underserved, 37% of the credit outstanding
of SFBs, as on June 2018, is towards the
small borrowers (Credit limit up to 32 Small Borrower accounts*

. (up to X2 lakh) (% of total accounts)
lakh), whereas, in respect of no of

SCElnebeing . 7.
accounts, out of the 77 lakh number of SFB) 5.4
total accounts, 72 lakhs i.e. 93.5% rve [ i)
accounts pertains to small borrowers. rse [ 433

The share of small borrower accounts is
. . . sre [, s
considerably higher than 68.3% in PSBs
HJun-18 EMar-18

and 73.7% in all SCBs.

As per mandate, SFBs should have at

least 50% of the loan portfolio with Credit up to 325 lakh*

individual outstanding up to %25 lakh. (June 2018) (% of total O/s)

Looking at the size of credit extended by
SFBs, as on June 2018, the credit
extended below 25 lakh is approx. 79%
of total credit outstanding, as against PSB NN 30.9

approx. 30% of SCB portfolio on an sFe . 787
aggregate basis which is towards less

than 225 lakh segment. *Data pertains to schedule SFBs only.

All SCB (including SFB) NN 295.8

Pve I 29.9

Apart from the mandate to serve the unserved & underserved segment, the exposure in lower
credit ticket size and small borrower accounts can be attributed to the fact that share of Micro
Finance in SFB portfolio is 51% as on March 2018.

The performance analysis of SFBs based on the financials of 6 SFBs which started operation
in FY 2017 and total 10 SFBs in FY 2018 is presented below.

Purpose wise outstanding portfolio of SFBs-

The Loans & Advances, stood at 3467 billion as on March 2018, constituting 67% of the total
asset base of SFBs as on March 2018 as compared to 61% as on March 2017. It is observed
that, in sync with the mandate, the outstanding portfolio of SFBs is aligned more towards the
priority sector lending with focus on MSMEs and Agri loans. However, in endeavor to diversify
its portfolio, during FY 2018, SFBs increased their exposure to the non-priority sector, which
was low during FY 2017. The Non-priority loans mainly constitutes Vehicle loans, Personal
Loans, Gold Loans & Loan Against Property (LAP).




Priority & Non-priority sector lending by SFB in Priority & Non-priority sector lending
FY2018 (%) by SFB in FY2017 (%)

Priority sector lending

Priority sector lending

HAgri EBMSME mOthers M Non-priority = Agri = MSME = Others = Non-priority

Liability profile of SFBs-

Given the inherent profiles, during FY 2017, borrowings constituted 60% of the total liabilities,
while the share of deposits was only 18%. The SFB family has however seen a healthy growth
of deposits (largely bulk deposits), which touched around 38% as at the end of March 2018,
aided by the relatively higher rates offered by them.

SHARE OF DEPOSITS & BORROWINGS IN TOTAL LIABILITIES OF
SFBS (%)

m2017 m2018
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Financial performance of SFBs-

Due to higher yielding asset class & and shift from high cost borrowings to deposits, bringing
down cost of funds, the NIM of SFBs remained higher than other categories of Banks except
Local Area Banks. In addition to higher NIM, Non-interest income from trading of Priority
Sector Lending Certificates (PSLCs) contributed to SFBs earnings. SFBs accounts for approx.
10% share of PSLC sellers in FY 2018, given their inherent portfolio.




Though, the SFBs have reported positive Earnings Before Provision & Taxes (EBPT), higher
provisioning on account of elevated NPAs has resulted in net losses for FY 2018 and also for
H1: 2018-19. The elevated NPAs were mainly driven by the slippages in Micro Finance loans
post the demonetization phase, which contributes 51% of the SFBs lending portfolio. During
H1:2018-19, the asset quality of SFBs has seen some improvement due to diversification in
loan portfolio and provision/ write-offs.

Gross NPA of SFBs Net Interest Margin of various Bank Groups FY 2018

8.7 I 2.4
I 27
I 3.8

1.8

H1:2018-19

Going ahead, leveraging technology, low cost funds and customer service shall be the key to
the future growth of SFBs. While on the growth path, performance of the SFBs on the matters
of regulatory compliances and corporate governance will be closely watched. As regards the
mandate assigned to them, the measure of their success would have to be read from the
future measure of accessibility of banking services and credit provided by these banks to
those who have been so far deprived of them.

*kkkk

Source: i. https://rbi.org.in/Scripts/BS_PressReleaseDisplay.aspx?prid=45846
ii. Database on Indian Economy, RBI's Data Warehouse




Udyamimitra Portal Dashboard

No. of Lenders - logged in 145 145 146 147

Branches started Login 107712 107712 107743 107757
Total registrations 158407 172326 187693 205707

Total HH requests resolved 29323 30855 32126 33449
Total loan applications 31475 34240 36967 42191
Total applications sanctioned 4308 4405 4524 4680
Total applications disbursed 3530 3612 3712 3839
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