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Bank Union Head Says Cash Crunch 

Still A Problem 
 
 

 Aayush Ailawadi /Alex Mathew  BLOOMBERG QUINT  21 4 2018 
 

Over the past few days, citizens in a few of India‘s states have had a 

sense of deja vu. They‘ve walked up to automated teller machines or 

bank branches and realised that they can‘t withdraw their money. The last 

time they felt this was when the government announced in November 

2016 that it was withdrawing 86 percent of the currency in circulation. 

The experience of not being able to access their own money, not a 

pleasant one to be sure, has caused irate customers to create a ruckus at 
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several bank branches across the affected states, according to C.H 

Venkatachalam, general secretary of the All India Bank Employee 

Association. 

Faced by criticism, particularly from the opposition, the government has 

said it is working to resolve the shortage of cash quickly. 

The Reserve Bank of India has said the shortage ―in some pockets‖ is 

mainly because of certain logistical issues faced during the replenishing of 

ATMs. 

There is also a suggestion that the low velocity of the Rs 2,000 note has 

caused some of the shortage. 

Economic Affairs Secretary Subhash Garg said there is a trend of high-

value notes being hoarded as Rs 2,000 notes are being circulated but are 

not returning to the system. ―We have not got this investigated, but you 

can assume this is the one note which is most suitable to hoard as this is 

a high value note.‖ 

Economists have hazarded various theories as to why the shortage 

occurred. According to Abhishek Upadhyay, economist and fixed income 

strategist at ICICI Securities Primary Dealership, the requirement of cash 

during remonetisation might have been underestimated. If one were to 

chart the requirement for cash based on growth in cash in circulation from 

before demonetisation, the number would amount to around Rs 21-22 

lakh crore, he said. 

In the beginning of April, this number stood at Rs 18.4 lakh crore. 

Venkatachalam also contends that the recalibration of ATMs has not been 

completed in several locations, so as to allow the use of the new Rs 200 

notes. He adds, based on inputs from members of his union, which 

numbers over 5 lakh, that the shortage of cash is far from resolved. 
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Did Demonetisation Change India’s 

Cash Habits? 
  

Ira Dugal / BLOOMBERG QUINT  21 4 2018 

Reports of a cash crunch in certain parts of the country have brought 

back some of the questions that were asked in the aftermath of 

demonetisation. In November 2016, when the Narendra Modi led 

government withdrew 86 percent of the country‘s currency, the hope was 

that the use of cash in the economy would reduce. Not only would the 

stock of cash, some of it accounted for, find its way into bank deposits, 

but the use of cash in regular transactions would also fall as customers 

migrated towards electronic payments. 
 

Has It Played Out That Way? And To What Extent? 

We Still Love Cash... 
 

Currency in circulation stood at Rs 18.4 lakh crore as on April 6, 2018. In 

absolute terms, this is above the Rs 17.98 lakh crore in currency that 

existed before demonetisation. 

As a percentage of GDP, cash is currently at 10.8 percent of FY18 nominal 

GDP compared to 12 percent before demonetisation. The gap is assumed 

to be a change in consumer preference for cash. The Economic Survey 

released on Jan. 28, said that the cash-to-GDP ratio had stabilised at 

lower levels. In absolute terms, cash was lower by Rs 2.8 lakh crore or 

1.8 percent of GDP, estimated the Economic Survey. 

However, over the last few months, the pace at which currency in 

circulation is growing has picked up. 

―Analysts, for a while, had spotted a sharp rise in cash, particularly in 

December - January ‘18, a puzzling phenomenon, largely unexplained 

beyond the standard suspects – elections, kharif crop marketing, 

etc...This trend seems to have persisted in the first 2 weeks of FY19,‖ 

wrote Saugato Bhattacharya, chief economist at Axis Bank in a note on 

Friday. 

https://www.bloombergquint.com/author/71348/ira-dugal
https://www.bloombergquint.com/demonetisation-one-year/2017/11/08/demonetision-everything-you-need-to-know-about-the-note-ban-and-its-impact
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Is the increased demand temporary? Or does this suggest that the 

preference for cash, for some reason, is moving closer to pre-

demonetisation levels? It is tough to conclude that with any certainty. 

However, if that is indeed the case, then there may be some aggregate 

shortage of cash in the economy. 

R Gandhi, former deputy governor of the Reserve Bank of India told 

BloombergQuint that based on pre-demonetisation trends, currency in 

circulation should have been at close to Rs 23 lakh crore compared to the 

Rs 18 lakh crore right now. ―That Rs 5 lakh crore difference is because of 

people having shifted from cash to bank deposits. If we assume that 

people have moved back to cash (that is an assumption), then there 

would be a shortage. But estimating that is not easy,‖ Gandhi said. 

Neelkanth Mishra of Credit Suisse also pointed out that the Rs 45,000 

crore rise in currency in circulation is the lowest since 2013. As a 

percentage of GDP, it is lowest in nearly 10 years. Could this suggest that 

growth in currency is not keeping pace with the typical pick-up in 

demand, leading to a shortage? 

 
 
 
 

We’re Withdrawing More From ATMs... 

Cash withdrawals at ATMs is another indicator being tracked to see 

whether cash habits changed after demonetisation. It may also hold clues 

to the recent cash crunch. 
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Data on the value of monthly transactions at ATMs suggests that demand 

for cash at ATMs rebounded quickly as cash availability improved in the 

months after demonetisation. By October 2017, the value of ATM 

withdrawals had hit pre-demonetisation levels. 

Since then, economists point out that there have been two noteworthy 

trends. 

Soumyakanti Ghosh, chief economist at State Bank of India, points out 

ATM withdrawals in the second half of the fiscal saw a larger jump than 

normal. 

―During FY18, ATM withdrawals increased by 12.2 percent in H2 compared 

to H1. This growth was much higher compared to FY16 or FY15 and even 

the 5-year average of 8.2 percent,‖ Ghosh wrote in his report on 

Thursday. 

Could this be simply because of a pick-up in economic activity in the 

second half of the year? Perhaps. 

Bhattacharya of Axis Bank highlights another trend. There has been a 

drop in transaction volumes in FY18 but not in the value of transactions, 

implying a steep rise in the average size of transactions. 

―In other words, larger amounts of cash were being drawn in FY18 at 

every ATM transaction. Whether this had anything to do with the larger 

note denominations is not known,‖ he wrote. 

While ATM withdrawals have remained strong, in recent months, the RBI 

has been supplying more lower denomination notes, said a senior banker 

speaking on condition of anonymity. This has meant that banks need to 

replenish ATMs more frequently, which has been a challenge, this banker 

said. 

Ghosh of SBI also pointed out that the ‗velocity‘ of the Rs 2000 note is 

low. Essentially that means that it takes longer for a Rs 2000 note to 

return to the bank once its withdrawn. ―This indicates possibly currency of 
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higher denomination/Rs 2000 is not getting adequately circulated in the 

economy,‖ said Ghosh. 

 

But We Are Also Transacting More Digitally... 

As cash has come back, have consumers given up on digital transactions? 

Not really. 

RBI data on digital transactions shows that there was a jump in the 

immediate aftermath of demonetisation. The lack of cash availability 

pushed many towards digital payment options like mobile wallets. 

The increase has persisted even after remonetisation, the RBI said in its 

‗Mint Street Memo‘ series in November 2017. According to RBI staffers, 

three non-cash modes of payment picked up following demonetisation. 

These segments are retail electronic payments, card usage at point-of-

sale terminals and cheques. 

―The increased usage of these three instruments during the 

demonetisation period has been sustained in the post-demonetisation 

period as well, suggestive of a fundamental shift being underway in 

payment habits of the Indian economy,‖ said the RBI report. 
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Representative data on electronic payments put out by the RBI on a 

monthly basis does show a continued increase in the volume of 

transactions. 

Trends on the value of payments, however, are more patchy at least on a 

month-on-month basis. To be sure, on a year-on-year basis, value of 

transactions continues to be higher suggesting that the increased 

adoption of digital payments has been sticky. 
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Fugitive economic offenders Ordinance 

gets Cabinet nod 
 

The Bill paves the way for confiscation of all assets, including benami 

assets, both within and outside the country, of declared economic 

offenders. 

NEW DELHI, APRIL 21 BUSINESSLINE 

The Union Cabinet on Saturday gave its nod for a Finance Ministry 

proposal to promulgate the 'Fugitive Economic Offenders Ordinance, 

2018'. 

This Ordinance will lay down the measures to empower Indian authorities 

to attach and confiscate proceeds of crime associated with economic 

offenders and the properties of the economic offenders, sources said. 

This is expected to deter economic offenders from evading the process of 

Indian law by remaining outside the jurisdiction of Indian courts, they 

added. 

The Ordinance is expected to re-establish the rule of law with respect to 

the fugitive economic offenders as they would be forced to return to India 

to face trial for scheduled offences. 

This would also help the banks and other financial institutions to achieve 

higher recovery from financial defaults committed by such fugitive 

economic offenders, improving the financial health of such institutions. 

Fugitive economic offender 

The Ordinance makes provision for a Court (special court under the 

Prevention  of Money Laundering Act 2002) to declare a person as a 

Fugitive economic offender. 

A fugitive economic offender is a person against whom an arrest warrant 

has been issued in respect of  scheduled offences and who has left India 

so as to avoid criminal prosecution, or being abroad, refuses to return to 

India to face criminal prosecution. 
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Scheduled offences refers to a list of economic offences contained in the 

schedule to this Ordinance. 

Applies to offences over Rs 100 cr 

To ensure that Courts are not over burdened with such cases, only those 

cases where the total value involved in such offences is Rs 100 crore or 

more is within the purview of this Ordinance. 

The Ordinance among other things provides for making an application 

before the Special Court for declaration that an individual is a fugitive 

economic offender. 

It provides for attachment of the property of a fugitive economic offender 

and proceeds of crime. Also, the property of an individual declared as a 

fugitive economic offender can now be confiscated. The fugitive economic 

offender will be disentitled from defending any civil claim. 

Also, an administrator could be appointed to manage and dispose of the 

confiscated property under the Act. 

 

Bad loan divergence weighs on 
IndusInd Bank’s performance 

 

RADHIKA MERWIN BUSINESSLINE 21 4 2018 

While the actual impact of the divergence in Q4 is less, it remains 

a concern 

It could be because the market was driven to boredom by banks reporting 

bad loan divergences now and then. Or the late assessment of fiscal 

2016-17 at a time when all eyes are on the performance in 2017-18. 

Whatever the reason, the market‘s somewhat indifferent reaction to 

IndusInd Bank reporting ₹1,350 crore of bad loan divergences pertaining 

to 2016-17, comes as a bit of a surprise. 

True, with some of the accounts already repaid in full or classified as NPAs 

before the divergence report, the actual impact of the divergence has 

been much lower in the latest March quarter. But given that the bank had 

reported gross NPAs of ₹1,054 crore for 2016-17, divergence amounting 

https://www.thehindubusinessline.com/profile/author/Radhika-Merwin-14558/
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to nearly 130 per cent of the reported NPA numbers is a matter of 

concern. The impact this would have had on the bank‘s GNPA ratio in 

2016-17 would have been similar to the one seen in the case of Axis Bank 

– a much bigger bank and a corporate lender. 

What’s of concern? 

 

 In 2016-17, IndusInd Bank had reported just 0.93 per cent GNPA ratio. 

However, if one were to take the divergence into account, the GNPA ratio 

would have been a much higher 2.1 per cent of loans. Considering that 

the bank‘s GNPA has been a maximum of 1 per cent of loans over the 

past four to five years, the notable spike could have rankled investors. 

Axis Bank or YES Bank, which had reported steep bad loan divergences 

pertaining to 2016-17, in the second quarter of 2017-18, were hammered 

7-9 per cent post announcement of results. Most of IndusInd Bank‘s 

divergences reported in the fag end of the fiscal have either been repaid 

in full or declared as NPAs already by the bank in the last one year, thus 

reducing the impact of the divergence to a mere ₹186 crore in the March 

quarter. 

Nonetheless, the numbers in terms of spike in GNPA ratio are almost as 

bad as of its peers. Axis Bank had reported ₹4,867 crore of divergences 

pertaining to 2016-17, implying a 1.3 percentage points jump in the 

GNPA ratio than that reported by the bank then; IndusInd Bank‘s 

divergence also indicates a similar 1.2 percentage points increase in its 

GNPA ratio for 2016-17. 
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Also, on sequential basis, GNPAs in absolute terms have grown by 14 per 

cent. Despite a 42 per cent sequential increase in provisions, the 

coverage ratio has slipped to 56 per cent in the March quarter, from 60 

per cent in the December quarter. 

AIBEA demands resignation of RBI 

Governor 
OUR BUREAU  COIMBATORE, APRIL 20 BUSINESSLINE 

The All India Bank Employees Association (AIBEA) has blamed the 

Reserve Bank of India for negligence in ensuring adequate supply of small 

denomination notes. 

Reacting to public outcry and reports of ATMs not functioning across the 

country, AIBEA General Secretary CH Venkatachalam, while urging the 

RBI and Finance Ministry to address the issue without further delay, said 

that the association would be compelled to resort to agitation if the 

situation is not resolved immediately. 

―The withdrawal of old Rs. 500 and Rs. 1,000 notes happened sixteen 

months back. Still many ATMs have not been calibrated to allow the 

newly-designed Rs. 200 and lower-denomination notes. This has added to 

the problem of shortage and the inability to withdraw money from ATMs. 

―The RBI controls the money supply in the economy taking into account 

the demand and supply of currency notes. But within the decided 

quantum of money supply, when more higher denomination currency is 

printed, it results in natural shortage of small denomination notes. 

―Introduction of FRDI Bill worsened the situation as customers started to 

withdraw cash and keep it idle at home rather than park their funds with 

the bank. 

―Huge bad loans and bank frauds, coupled with currency shortage, has 

made customers doubt if all is well with the banks,‖ said Venkatachalam, 

before voicing doubts of cash finding its way to Karnataka where election 

is due. 

 

https://www.thehindubusinessline.com/profile/author/Our-Bureau/
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‘No cash’ signboards back; Govt says no 

need to panic 
ET Bureau| Apr 18, 2018 

 

 
 

NEW DELHI: The government said there was a temporary shortage of 

currency notes in some areas because of an unexpected spurt in demand 

but said there was no need to panic amid reports of ATMs emptying out in 

parts of the country, sparking fears of a cash crunch reminiscent of the 

one following November 2016‘s demonetisation initiative.  

The central bank attributed the shortage to cash machines not being 

replenished frequently enough or not being adjusted to accept new Rs 

2,000 and Rs 500 notes introduced after demonetisation.  

There were enough notes to meet the surge, the government said. The 

Reserve Bank of India (RBI) said its vaults and currency chests had 

sufficient levels of cash. Nevertheless, printing of Rs 500 notes was being 

stepped up fivefold to increase supply.  

―The temporary shortage caused by ‗sudden and unusual increase‘ in 

some areas is being tackled quickly,‖ finance minister Arun Jaitley 

tweeted after reviewing the situation. ―Overall, there is more than 

adequate currency in circulation and also available with the banks.‖  

RBI said printing of notes had been accelerated at all four presses. ―The 

shortage may be felt in some pockets largely due to logistical issues of 

replenishing ATMs frequently and recalibration of ATMs being still 

underway,‖ the central bank said.  

‘No Cash Crunch'  

―RBI is closely monitoring both these aspects. The Reserve Bank of India 

is also taking steps to move currency to areas which are witnessing 

unusually large cash withdrawals,‖ it said.  

The finance ministry said there have been reports of cash shortages and 

ATMs running dry or not working in some parts of the country.  
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―In the current month, in the first 13 days itself, the currency demand 

was Rs 45,000 crore,‖ according to the ministry release. ―This unusual 

spurt in demand is seen more in some parts of the country like Andhra 

Pradesh, Telangana, Karnataka, MP and Bihar.‖  

 

That‘s despite supply exceeding pre-demonetisation levels. The ministry 

said there was enough currency to fully meet the extraordinary demand 

generated so far. ―We continue to have in stock adequate currency notes 

of all denominations, including of Rs 500, Rs 200 and Rs 100 to meet any 

demand,‖ it said.  

Economic affairs secretary Subhash Garg also said note supplies were 

more than adequate.  

―There is no cash crunch in the country,‖ he said.  
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―There is around Rs 18 lakh crore currency supply now, which is close to 

the circulation during the demonetisation period. We keep Rs 2.5-3 lakh 

more currency in stock for excess demand.‖ Garg said monthly demand 

had shot up to Rs 40,000-Rs 45,000 crore in the past few months, twice 

the usual Rs 20,000 crore. April has seen an even sharper spike.  

―This month, in the first 13 days alone, there has been demand of about 

Rs 45,000 crore of currency,‖ he said, adding that about Rs 2 lakh crore 

of currency is available for distribution even now after meeting the higher 

demand of the past few months.  

The accelerated printing of Rs 500 notes will alleviate any perceived 

shortage and meet demand if it does shoot up further. ―Very soon, in the 

next couple of days, we will have a supply of about Rs 2,500 crore worth 
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of Rs 500 notes per day, which would mean in a month, supply would be 

about Rs 70,000-75,000 crore,‖ Garg said.  

―These notes alone can more than meet the demand of any month.‖  

Steps were being taken to ensure that ATMs are supplied with cash and 

get non-functional ones working again, the ministry said.  

State Bank of India, the country‘s biggest bank, said the issue had been 

overblown and there was no cash crunch. ―Before demonetisation, the 

currency with the public and in the system was Rs 17.8 lakh crore, which 

has gone up to Rs 18.28 lakh crore, so where is the shortage?‖ SBI 

chairman Rajnish Kumar told ET.  

NOW, calling on people not to panic.  

HOARDING  

Garg said the government was trying to analyse the reasons for the spurt 

in demand. Speculation about shortages and possible hoarding of Rs 

2,000 notes could have also contributed to the problem.  

―There might also be some sort of a feeling in some people that if the 

cash runs out, why not draw and keep it in reserve? It may be safe... a 

kind of shortage mentality,‖ Garg said at a media briefing, urging people 

not to unnecessarily stock up on cash and increase dependence on digital 

payment methods.  

Garg indicated that there may be some hoarding going on.  

―In the system, there are about Rs 6.70 lakh crore of Rs 2,000 notes. 

They are more than adequate to meet the transaction demand of 

customers... But of late we have noted somewhat lesser inflow coming 

back from circulation,‖ he said. ―We have not got this investigated, but 

you can assume that this is the one note which is most suitable for people 

to keep with themselves.  

There may been some tendency of some people using Rs 2,000 notes, but 

that does not affect the overall supply of the Rs 2,000 notes.‖  

RBI has stopped printing Rs 2,000 notes reasoning that there is enough 

supply of the highest-denomination currency.  
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Principal economic advisor Sanjeev Sanyal also said there was no need to 

panic and this was not a repeat of demonetisation by any stretch of the 

imagination.  

―This is not Demonetisation 2.0 and nor is this, as some people have 

speculated, something to do with the standing of the banks. The banking 

sector is in absolutely no risk at all,‖ he told ET NOW.  

On the issue of currency circulation crossing predemonetisaiton levels, 

Garg said, ―At the time of demonetisation, the currency in circulation was 

Rs 17.5 lakh crore. Currency in circulation now is about Rs 18 lakh crore. 

So it is in absolute numbers higher than at the time of demonetisation."  

And, he pointed out, demonetisation had taken place one-and-a-half 

years earlier.  

―If we had taken that growth path, we would have still been much higher. 

If the currency had grown as it was growing before demonetisation, 

probably it would have been somewhere at the level of Rs 22-23 lakh 

crore,‖ Garg said. ―So, we are at a lower level.‖ 

 

12,000 employees of bankrupt Alok 

Industries to lose jobs 

By Saikat Das | ET Bureau| Apr 20, 2018 
 

 

MUMBAI: With Alok Industries heading into likely liquidation, about 

12,000 permanent employees of the company are set to lose jobs in what 

could be the biggest labour casualty since the implementation of the 

bankruptcy code.  

These employees earned an average salary of Rs 1.45 lakh a year, show 

data compiled by Corporate Professionals that used the financials reported 

by the company for 2016-17. Alok Industries was subsequently referred 

for insolvency proceedings. 
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―While considering the resolution plans, lenders are looking at only the 

recovery aspect,‖ said Manoj Kumar, partner & head – M&A and 

Insolvency Service at Corporate Professionals, a Delhi-based firm. ―If they 

feel that an offer does not meet their expectations, they refuse to approve 

the resolution plan and the company goes into liquidation. While lenders 

must protect the commercial interest, they should also look at the 

collateral damage of liquidation.‖  

There were 11,759 full-time employees as on March 31, 2017, while total 

staff strength was 18,000. Staff costs amounted to Rs 283.31crore during 

that financial year.  

Hundreds of small vendors and service providers to the company would 

also be affected. About 2.05 lakh equity shareholders, including public 

financial institutions and retail investors, are also staring at losses with 

the company heading into liquidation.  

 

The resolution professional has referred Alok Industries for liquidation last 

Saturday. The 270-day deadline before which lenders had to finalise a 

resolution plan ended April 14. It owes Rs 29,500 crore to the lenders.  

State Bank of India is the lead banker. Earlier last week, lenders to Alok 

Industries did not approve a sweetened offer by Reliance Industries-JM 

Financial ARC to acquire the bankrupt company. Only 70% of the lenders 

endorsed the revised all-cash offer of Rs 5,050 crore, which was just 
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about Rs 100 crore higher than the previous proposal, ET reported. For a 

resolution plan to be accepted, at least 75% of the lenders must vote in 

its favour.  

Alok Industries is one of the few companies where the resolution 

professional called for a resolution plan multiple times after the borrower 

was admitted for bankruptcy proceedings.  

There are 81 companies that have already gone into liquidation under the 

Insolvency and Bankruptcy Code. More than 100 other companies facing 

insolvency processes are on the verge of liquidation, according to 

Corporate Professionals. 

RBI may loosen NPA norms to let banks 

breathe easy 

By Dheeraj Tiwari | ET Bureau | Apr 16, 2018 
 

 

 

NEW DELHI: The Reserve Bank of India (RBI) may relax some of the 

stringent norms for treatment of bad loans that it announced in February 

without diluting their spirit, said two officials aware of the development.  

The finance ministry has made a case for providing some relief, especially 

for small and medium enterprises, given that the tighter rules could force 

defaulters into rapid bankruptcy, which could dent jobs generation, they 

said.  

The one-day, non-performing asset (NPA) classification norm may be 

extended to 30 days and the requirement that a resolution plan has to be 

approved by all lenders could be lowered to 75%, they said. This will 

mean that only if any amount is due for more than 30 days will it be 

considered a default.  

Under new rules announced by RBI in February, even a one-day delay 

would be considered a default. ―The RBI is having a relook — we expect 

some relief without diluting the spirit of the norms, which is to ensure that 
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promoters do not… delay the resolution process through IBC (Insolvency 

and Bankruptcy Code),‖ he said.  

 

Both officials said this would not constitute a climbdown by the RBI, but a 

realignment of its position without pushing banks to the brink.  

The central bank had defended the norms before a Rajya Sabha 

committee on subordinate legislation with regard to different aspects of 

NPAs last week.  

The RBI reasons that the insolvency law was working fine and there was 

no need for any other mechanism.  

―Their (government) view is that it should not lead to job losses, mostly in 

small and medium enterprises. It is expected that the RBI may soften its 

stance before the end of this month,‖ the second official said.  

The RBI had on February 12 scrapped the corporate debt restructuring 

(CDR), strategic debt restructuring (SDR), scheme for sustainable 

structuring of stressed assets (S4A) and the joint lenders‘ forum (JLF) 

that were used by banks to restructure debt defaults as the IBC process 

had settled into place.  

Simultaneously, the new ‗Resolution of Stressed Assets-Revised 

Framework‘ called on lenders to identify assets ―immediately on default‖, 
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beginning with loans on which any amount was due from one to 30 days. 

Principal economic adviser Sanjeev Sanyal is said to have issued a 

strongly worded note criticising the changes, especially the one-day 

rule. The new rules also require banks to inform the Central Repository of 

Information on Large Credits (CRILC) on a weekly basis of defaults by all 

borrowers in excess of  

Rs. 5 crore. This could mean that payments delayed for even a few days 

could spiral into a bigger problem for borrowers if the default status 

became public.  

The government and bankers are of the view that the new norms would 

lower the chances of reviving stressed assets even further. Banks have 

also said that in some cases payments from various state authorities were 

delayed and allowing a 30-day period will not dilute the spirit of the 

guidelines. The other relief, the officials said, may come in the form of 

common guidelines issued for resolution of stressed assets that will have 

the Indian Banks‘ Association‘s approval.  

RBI had directed that all lenders must put in place board-approved 

policies for the resolution of stressed assets. ―Now every board could have 

a different policy and that would impact cases of consortium loans,‖ said 

one of the officials cited above. The possibility of common or broader 

guidelines is being examined, he said.  

With regard to power sector loans, lending consortiums include non-

banking financial institutions (NBFCs) such as Power Finance Corp and 

these new broader guidelines may also take care of them. ―The existing 

guidelines exclude NBFCs,‖ he said.  

The RBI reasons that the insolvency law was working fine and there was 

no need for any other mechanism. ―Their (government) view is that it 

should not lead to job losses, mostly in small and medium enterprises. It 

is expected that the RBI may soften its stance before the end of this 

month,‖ the second official said.  

The RBI had on February 12 scrapped the corporate debt restructuring 

(CDR), strategic debt restructuring (SDR), scheme for sustainable 



21 
 

structuring of stressed assets (S4A) and the joint lenders‘ forum (JLF) 

that were used by banks to restructure debt defaults as the IBC process 

had settled into place.  

Simultaneously, the new ‗Resolution of Stressed Assets-Revised 

Framework‘ called on lenders to identify assets ―immediately on default‖, 

beginning with loans on which any amount was due from one to 30 days.  

Principal economic adviser Sanjeev Sanyal is said to have issued a 

strongly worded note criticising the changes, especially the one-day rule.  

The new rules also require banks to inform the Central Repository of 

Information on Large Credits (CRILC) on a weekly basis of defaults by all 

borrowers in excess of `5 crore. This could mean that payments delayed 

for even a few days could spiral into a bigger problem for borrowers if the 

default status became public.  

The government and bankers are of the view that the new norms would 

lower the chances of reviving stressed assets even further.  

Banks have also said that in some cases payments from various state 

authorities were delayed and allowing a 30-day period will not dilute the 

spirit of the guidelines.  

The other relief, the officials said, may come in the form of common 

guidelines issued for resolution of stressed assets that will have the 

Indian Banks‘ Association‘s approval. RBI had directed that all lenders 

must put in place board-approved policies for the resolution of stressed 

assets.  

―Now every board could have a different policy and that would impact 

cases of consortium loans,‖ said one of the officials cited above. The 

possibility of common or broader guidelines is being examined, he said.  

With regard to power sector loans, lending consortiums include non-

banking financial institutions (NBFCs) such as Power Finance Corp and 

these new broader guidelines may also take care of them. ―The existing 

guidelines exclude NBFCs,‖ he said. 
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1964 Deputation to all Bank Chairmen on 1st Bipartite Wage revision demands. 

2005 Com. CHV and Com. N K Gaur attend Ireland Bank Officers Conference at Dublin. 
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