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RBI’s FSR points to higher NPAs
RBI’s FSR noted increase in GNPA of SCBs to 13.5% in base case and 14.8%
under severe stress. However, it does point out that SCBs are in much better
position with CRAR of 15.6% (from 14.7% as of Mar’20) and PCR of 72.4%
(from 66.2%). SMA2 (as % of advances) for large corporates shows increase of
5.5% from Sep’20, indicating higher stress. Better quality corporates are also
deleveraging, driving credit growth lower. While PSBs are witnessing an increase
in market share in consumer credit, PVBs are seeing an increase in MSMEs.
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Stress to build-up: RBI’s FSR pointed out that GNPA ratio of SCBs is likely to
shoot up to 13.5% in base case and 14.8% under severe stress compared with
7.5% as of Sep’20. This will be led by PSBs whose GNPA ratio under base case
and severe stress would rise to 16.2% and 17.6% respectively. CRAR of SCBs
would also deteriorate to 14% in base case and 12.5% under severe stress
scenario compared with 15.6% as of Sep’20.

KEY HIGHLIGHTS

SMA movement shows stress increasing: RBI’s FSR shows that for large
corporate accounts (non-PSU non-financial obligors, Rs 22.39tn as of 31
Aug’20), the proportion of assets in SMA2 has increased to 7.2% as of Nov’20
compared with 1.7% as of Sep’20. This is the leading indicator of build-up of
stress in wholesale portfolio category. However, proportion of assets under
SMA0 has fallen to 7.5% as of Nov’20 from 11.8% as of Sep’20 and under
SMA1, it has remained stable at 3.3%.

 PSBs are gaining market share in consumer

Credit and deposit growth: Credit growth of SCBs moderated to 5% in Sep’20
from 5.7% in Mar’20. Easing was visible in private bank credit (7.1% from
10.4%). However, for PSBs it noted a pick up from 3% to 4.6%. PSBs are
gaining market share in consumer credit with inquiry volumes at 5% as of
Sep’20 compared with a decline of 10% and 25% for PVBs and NBFCs
respectively. On the other hand, in MSME segment, PVBs are reporting a
much higher increase in inquiry volumes at 14% compared with a decline of
20.2% for NBFCs and 2% for PSBs. On an overall basis, NBFCs’ credit grew
at a tepid pace of 4.4% on YoY basis compared with 22% a year ago.
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 Stress test shows GNPA ratio is likely to
shoot up to 14.8% under severe stress and
CRAR would deteriorate to 12.5%.
 SMA2 data of corporates have increased
which shows rising stress.

credit with inquiry volumes at 5% as of Sep’20.
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Disclaimer
The views expressed in this research note are personal views of the author(s) and do not necessarily reflect the views of Bank of Baroda. Nothing contained in this
publication shall constitute or be deemed to constitute an offer to sell/ purchase or as an invitation or solicitation to do so for any securities of any entity. Bank of Baroda
and/ or its Affiliates and its subsidiaries make no representation as to the accuracy; completeness or reliability of any information contained herein or otherwise provided
and hereby disclaim any liability with regard to the same. Bank of Baroda Group or its officers, employees, personnel, directors may be associated in a commercial or
personal capacity or may have a commercial interest including as proprietary traders in or with the securities and/ or companies or issues or matters as contained in this
publication and such commercial capacity or interest whether or not differing with or conflicting with this publication, shall not make or render Bank of Baroda Group
liable in any manner whatsoever & Bank of Baroda Group or any of its officers, employees, personnel, directors shall not be liable for any loss, damage, liability whatsoever
for any direct or indirect loss arising from the use or access of any information that may be displayed in this publication from time to time.
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