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RBI announces fresh measures to cushion lockdown impact
The RBI today announced the following additional liquidity measures to address
near-term concerns amid the Covid-19 pandemic:
Targeted long-term operations (TLTRO) 2.0: RBI will conduct TLTROs
amounting to Rs 0.5tn. Liquidity availed by banks under this scheme will have
to be deployed in investment-grade bonds, commercial paper, and nonconvertible debentures of NBFCs, with at least 50% of the amount availed
directed to small and mid-sized NBFCs and MFIs. This move is aimed at
ensuring that NBFCs and MFIs have access to funds, but we believe risk
aversion by banks, especially private banks, will continue.
Asset classification standstill for accounts availing of moratorium: The central
bank has allowed banks to exclude all standard accounts (as on 1 Mar 2020)
availing of moratorium from the 90-day NPA norm. But RBI has asked banks to
build 10% provisions over Q4FY20 and Q1FY21 on accounts under the standstill.
These can later be adjusted against provisioning requirements in case of slippage.
We view this as a negative for banks as our checks suggest that a large number of
retail borrowers could avail of the moratorium, raising the provisioning burden.
Resolution timeline extended to 300 days: For large accounts under default,
an additional 20% provision has to be made if resolution is not completed within
210 days. Given the current volatile environment, the resolution period has
been extended by another 90 days. This extension would reduce provisioning
needs, offering some respite to corporate lenders.
Distribution of FY20 dividend restricted: Banks are now restricted from
distributing dividends out of profits pertaining to FY20 – a decision that will be
reviewed based on their financial position as on Q2FY21. This step will aid
capital conservation for banks.
Liquidity coverage ratio (LCR) reduced to 80%: In order to ease the liquidity
position further, LCR requirement for banks has been reduced to 80% from
100% with immediate effect. This requirement shall be gradually restored to
original levels in two phases – 90% by 1 Oct 2020 and 100% by 1 Apr 2021.
Reverse repo rate cut by 25bps: To uplift credit growth and discourage banks
from parking funds with the central bank, the fixed reverse repo rate under the
liquidity adjustment facility (LAF) has been reduced by 25bps to 3.75%.
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Disclaimer
Recommendations and Absolute returns (%) over 12 months
BUY – Expected return >+15%
ADD – Expected return from >+5% to +15%
REDUCE – Expected return from -5% to +5%
SELL – Expected return <-5%
Note: Recommendation structure changed with effect from 1 January 2018 (Hold rating discontinued and replaced by Add / Reduce)

Rating distribution
As of 31 March 2020, out of 91 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 54 have BUY ratings, 20 have ADD ratings, 7 are
rated REDUCE, 9 are rated SELL and 1 is UNDER REVIEW. None of these companies have been investment banking clients in the last 12 months.
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The research analyst(s) authoring this report hereby certifies that (1) all of the views expressed in this research report accurately reflect his/her personal views about the
subject company or companies and its or their securities, and (2) no part of his/her compensation was, is, or will be, directly or indirectly, related to the specific
recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons of BOBCAPS.

General disclaimers
BOBCAPS is engaged in the business of Institutional Stock Broking and Investment Banking. BOBCAPS is a member of the National Stock Exchange of India Limited
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BOBCAPS has obtained registration as a Research Entity under SEBI (Research Analysts) Regulations, 2014, having registration No.: INH000000040 valid till
03 February 2020. BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZ000159332 dated
20 November 2017.
BOBCAPS prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of
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board member of any companies that the analysts cover.
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investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does not
provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions —
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Opinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the information discussed in
this material, but regulatory, compliance, or other reasons may prevent us from doing so.
We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have “long” or
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For the purpose of calculating whether BOBCAPS and its affiliates hold, beneficially own, or control, including the right to vote for directors, one per cent or more of
the equity shares of the subject company, the holdings of the issuer of the research report is also included.
BOBCAPS and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non-US
issuers, prior to or immediately following its publication. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an adverse
effect on the value or price of or income derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced by foreign
currencies, effectively assume currency risk. In addition, options involve risks and are not suitable for all investors. Please ensure that you have read and understood the
Risk disclosure document before entering into any derivative transactions.
In the US, this material is only for Qualified Institutional Buyers as defined under rule 144(a) of the Securities Act, 1933. No part of this document may be distributed
in Canada or used by private customers in the United Kingdom.
No part of this material may be (1) copied, photocopied, or duplicated in any form by any means or (2) redistributed without BOBCAPS’s prior written consent.
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