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VAIDYANATHAN outlines
his strategy,and much
moreonIDFCFirst’s future.
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The cream ofbanking customers have alreadybeen taken by the new private
sector banks in the last 20 years. What would you say on this?
Idon’tunderstand such terms. Indian economyis growing, middle class isbecom-
ingrich, poor are becoming middle-class, thisis ahundred year story and beyond.
How can we say cream has been taken? Any case we should not look at cream,
non-cream, etc. there is abusiness model for all segments.

People are wondering why Capital First merged with IDFC Bank?
Wewanted to convert to abank. It gives perennial source of funds. I have mixed no
words saying that Capital First always wanted to convert to a bank because bank
gives the perpetuity, and low cost of funds. We were anyway planning to apply for
abanking license on our own; along came this option of merger that was deliver-
ing the same result and was a win-win for both. The merger with IDFC Bank has
come at an opportune time, if you look at how NBFCs have got impacted lately.

But why IDFC Bank then?
It’s not that five banks were available and waiting in queue (to merge with us).
You take what’s available, and it’s a good bank, clean books, clean management.
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The bank has not progressed since in-
ception. People say it is stalling.

That’s being uncharitable to those who
brought it up to here. It's a wonderful insti-
tution, excellent people and technology. The
merged entity is a great platform. Amazing
things can be built on this platform. You are
missing the strong 16 per cent tier 1 capital
adequacy.

But that does not make up for low profit-
ability of IDFC Bank. See their numbers
itpostedlossesinthelatest quarter. And
cost to income is over 80 per cent. It will

e a slog to fix this.

hat was only because of one-time provi-
sions for infrastructure loans, which we don’t
do anymore. The past management wanted
to provide for all bad loans and give a clean
ibook. Dr. Lall has been conservative in ac-
counting for bad loans.

Even at pre-provisionlevel, thereis hard-
Hy any profits. And cost to income? And
NIM is only 1.7 per cent.
Let’s start talking combined entity, no point
talking standalone bank. Capital First yield
on loans was much higher, so the bank’s
NIMs will go up straightaway from 1.7 per
centtobeyond 3 per cent. And that’s just the
start.

Setting up branches will be expensive. It
islike a startup bank.

All that is factored in our thinking. Profits
will still go up.

Did it occur to you that you could have
applied for abanklicense yourselves?
All those matters have been discussed. Both
shareholders have approved the transaction
with 99.98 per cent votes in favour. That’s
astrongest mandate anybody has ever got.

Investors of IDFC bank have not seen

BUILDINGABANKFINANCING SMALLENTREPRENEURS
AND CONSUMERS WAS THE ORIGINALVISION WHEN
ILEFTICICIBANK. THAT WILLBETHE BIG THEME.BUT
ALONGTHEWAY, I'VEDISCOVERED CORPORATE

BANKINGTOOIS AGREATOPPORTUNITY ’ ’

shares appreciate in three years. How
will you turnaround the bank?

Idon’tuse those complicated terms. ’'mnota
Lee Iacocahere. It's asimple story: just build
CASA and rest will follow. It’s got good capi-
tal, good people, 200 branches.

Don’tyou think holding ownershipin a
bank makes you more responsible as a
banker? Is the RBI right in asking Uday
Kotak to reduce stake?

Don’t compare me to him, he is in another
planet altogether.

The market is pinninglot of hope on you
for success. The stock is up 35 per cent
since the merger consummation. What
is your message to them?

It’s not about me. We have awonderful team
puttogether from both organisations. Share-
holders are important and are to be respect-
ed. But it starts with putting customers first
that will solve all shareholder matters. We
will build a good, stable, high-quality busi-
ness. People will appreciate later.

What’s your vision and mission?

Building a bank financing small entrepre-
neurs and consumers was the original vision
when Ileft ICICI Bank. That will be the big
theme. But along the way, I've discovered
corporate banking toois a great opportunity,
wewill doitappropriate to our cost of funds.

You transferred stock to a Trust and
some near and dear ones. What are your
thoughts on philanthropy?

Can we please skip this. We've told the ex-
changes whatever we had to as part of man-
datory disclosures.

Areyou feeling more settled as abank?
Yes. @I

clifford @businessworld.in, s @cliffordalvares
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