‘We'repreparedforasset qualtty contingency’

Explaining whatwent behind the ¥2,000 crore of equity raise announced last Friday,
VVAIDYANATHAN, managing director (MD) & chief executive officer (CE0), IDFC First Bank,

in a conference call with Hamsini Karthik, says the intention was to be prepared for growth,
aswell as any asset quality contingency from Covid-19. Edited excerpts:

Would it be fair to say that the money
raisedis fora Covid protection fund?
We have a strong business model. Our
retail loan book has grown 30 per cent in
the last one year and we feel this kind of
growth can be sustained. Our CASA has
grown by 157 per cent. These are

strong numbers. But for growth,

equity capital for a bank is the
foundation. Also, we wanted to

be prepared for the uncertainties

from the Covid situation and

like that insurance protection. The book
value per share has come down from
¥31.810330.4 because of this issue (down
4.5 per cent) but it’s a small price to pay
tobreathe easy. The fundraise is despite
the slow start on the loan book front. I
am like Rahul Dravid — build a
solid foundation first and then
hit centuries. I don’t want to hit
asix on the first ball and get out
by the sixth. Brick by brick, we
are building the foundation. By

deal with it from a position of VYAIDYANATHAN being fully capitalised, we don’t
strength. The fundraise would EE(B;'(E?‘B K have to look at how much gas is
increase our CET-1 capital ratio A in the tank; now the tank is full.
by 200 basis points to15.3 per cent.

Why ICICI Prudential Life and other
How much of the decision is because of insurance companies...was it easier
Covid? because you were heading that
As a banker, my first job is to be safe. If T institution many years ago?

see fluis in the air, I should first take
insurance protection. This capital raise is

ICICI Prudential Life has been in touch
with me since my Capital First days. It

sees the bank as Capital First 2.0. HDFC
Life and Bajaj Allianz Life have also
invested. IDFC is investing another
¥800 crore to keep its stake at 40 per
cent. Warburg Pincus had a choice, but
it chose to invest in us again. People
with long investment horizons will find
our bank an amazing opportunity. Ours
is a simple bank. We take deposits and
lend to good quality people; we don’t do
any complicated trades. We have out-
standing corporate governance.

How hasthebank’sbusiness fared
during the lockdown?

Disbursements have hardly been any-
thing in April. Things will be slow for
sometime. You're spending nothing,
nobody’s earning any income out of you
and when money is not circulating,
nobody will make any money. As the
lockdown gets lifted, little by little, the
economy will start moving. Maybe your
hair has overgrown, maybe your clothes
are worn off; so you'll go to the salon or
to the retailer. That will start pulling
things little by little and eventually
things will get into gear.

Wasit only margin call trigger that forced
youtosell some of your stake in the bank?
I had exercised ESOPs using a loan
when Capital First was at 3800 in 2018.
I could have sold it then but didn’t sell
it for two years as I believed in what we
are building. Again, recently I exercised
ESOPs at 340 by a loan and kept the
position on leverage thinking I'll sim-
ply sleep on it for five years and it will
multiply from here.
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