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BUSINESS OUTLOOK Lender sees no need for aggressive liability mop-up;
asset stress transitory, profit to normalise going ahead, says CEO

IDFC First Grew Retail Deposit
Base, Better Show Likely in Q3

Saloni Shukia

Mumbai: The need for aggressive
growth in deposits and branches is
tapering off as IDFC First Bank re-
places erstwhile IDFC’s wholesale
deposits with stickyv retail deposits,
itschief executive officer told ET in
aninterview.

V Vaidyanathan alsosaid he expects
provisions to be high in the Septem-
ber quarter due to asset quality pres-
sures and that it will taper off.

“The heavy liftingon deposits we ha-

ve already done in the last five years.
At the time of the merger, 78,000 cro-
reof legacy borrowingsand certifica-
tes of deposits were there. Of this, we
have alreadyv repaid 65,000 crore,” he
said. "Repayments on legacy assets
will be gone in the next two years. Our
need for deposits will come down be-
cause we have toonly finance growth.
Hence the need to put up branches
has come down.”

Vaidvanathan said the bank no
longer needs to grow liabilities by 39-
40%. In the current vear. he said, the
bank aims to grow deposits by 30%
and 25% in the subsequent vear.

In the June quarter, the bank grew
deposits by 36% year-on-year to ¥2.09
lakh crore and its branches neared
the 1,000 mark. It aims to grow credit
by 20-22% inthe comingyears. It grew

“Our need for deposits will
come down because we have
toonly finance growth. Hence
the need to put up branches
has come down"

VVAIDYANATHAN
CEO, IDFC First Bank

loans by 22% in the June quarter to
22.091akh crore,

At a time when a lot of peer banks
have raised deposit rates to attract
savers, Vaidvanathan said IDFC
First won’t increase rates. “We also
don’t need to tinker with our cost of
deposits as money is coming very
thick and strong for us,” he said.

Its net Interest margins were
6.22% in the June quarter versus

6.35% in the March 2024 quarter.

Thelenderalsofaced assetquality
pressures in the June quarter. Itslo-
ansduemorethan30davsand 60da-
vs in the retail, rural and MSME
segmentsrosetol.01% inJunefrom
0.85% inthe March quarterduetoa
rise in stress in the joint liability
aroup (JLG) book.

“During the election and the heat-
wave, we saw our collection efficien-
cy fall to 99.3% from our traditional
99.5% levels, butall this istransitory,”
Vaidvanathan said. “Wedon'tseeany
issue inour personal loans and credit
card portfolio. We have some stress in
our joint liability group (JLG) book
because we were affected by the flo-
ods in Tamil Nadu. In that sector, de-
linquency is going up slightly by 40-50
bps. These are episodic events. Our
JLG book is around 712,700 crore, the
rest of thebook is pristine.”

Due totherise instressin the JLG
book, provisions increased 109%
vear-on-year to¥994 crore in the Ju-
nequarter.

“The credit provision was high in
this quarter. the next quarter also it
will be there, then a little bit in the
third quarter, then it will taper off.”
he said. *“The profit number could be
affected as well but Q3 onwards it will
start normalising. I feel as lenders we
should be watchful but I don’t expect
any significant stress.”
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Benchmark Gsec
Yield Easeson
Demand Ahead
of New LCR Rules

Our Bureau

Mumbai: Indian 10-year bench-
mark vield retreated t0 6.932% on
Tuesday due to demand from do-
mestic banksasthe Reserve Bank
of India (RBI) proposed tighte-
ning of the liguidity coverage ra-

tio guidelines for lenders.

The 10-year government bond
vields had eased even further in-
traday to 6.908%, the lowest since
April 2022, LSEG data showed,

The RBI has proposed to tighten
norms related to the liquidity cove-

rage ratio (LCR) by in-

o creasing the run-off

/ factor for retail depo-

0 sits last week. LCR re-

fers to a stock of high-

quality liquid assets (HQLA). pri-

marily government securities, that

banks must maintain to tide over a

hypothetical 30-day stress scenario
in which outflows oceur.

*With new guidelines on LCR,
which islikely to come from next fi-
scal vear, banking industry liquidi-
ty level will be impacted to the ex-
tent of 12% to18% which will create
demand for bonds as they are
HQLAs,” said Gopal Tripathi, head
of treasury and capital markets
at Jana Small Finance Bank, pre-
dicting a range of 6.85%-6.95% on
the 10-year bond yield over the near
term. “The yield trajectory is likely
togodown, but it will be very gradu-
al, the range is quite narrow.”



