
Budget 2021-22

What's in it for
the Banks?



Budget At a Glance

Strives to re-emphasise the theme
of Aatmanirbhar Bharat.

Thrust on privatization of Pubic
Sector Banks.

Healthcare spend pegged at
₹2,23,846 crores, an increase of
137%.

Incentivizing manufacturing sector
through PLI schemes in 13 sectors
at an outlay of ₹1.97 lakh crores
over the ensuing five years.

Resolution on the impending
stressed asset through the
formation of an ARC/AMC entity.
 
₹20,000 crores earmarked for
public sector banks re-
capitalization.

Key Takeaways

 

Fiscal purse relaxed at ₹34.50 lakh
crore in revised estimates for FY21,
compared to the budget estimate of
₹3042 lakh crores.

Fiscal deficit hovering at 9.5% of GDP
for 2020-21 and at 6.8% for 2021-22.

Budget Estimates for expenditure in
2021-22 is ₹34.83 lakh crores.

Revenue generation from dis-
investment to fund the fiscal deficit
targeted at ₹1.75 lakh crore in 2021-22.

Fiscal Policy Roadmap
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Recapitalisation : ₹20,000 crore has been allocated

Privatisation : Two Public sector banks have been identified
for privatisation. The proposed IPO of LIC may just be the
reason for reducing stake in IDBI.

Bad Bank: Creation of an ARC/AMC through finding of 2.2 lakh
cores to clean up bank balance sheets.

Budget Proposal

 

 
What's in it for Banks?

In the last decade or so, Government has infused ~₹ 3.5 Lakh crores
towards recapitalisation. Its a moot point if this year's 20K will suffice. But,
hopefully, like recent past, Government may go beyond the outlay.

~₹2.2 Lakh crores of stressed assets expected to move to the 'Bad Bank',
but participating banks will have to invest in the ARC.  (and it will need some
capital heft to make a difference!)

 Recent PSB mergers & proposed privatisation will help improve efficiency.

Source: RBI Handbook of Statistics on Indian Economy Sep'20

Answering the PSB Conundrum



                   
 Gross Bank Credit to NBFCs (₹ Crores)

Source: RBI Handbook of Statistics on Indian Economy Sep'20
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What about NBFC/HFC?

Applicability of SARFAESI

Debt recovery ceiling relaxed from 50 L to 20 L 

Asset size of eligible NBFCs reduced from ₹500 crores to ₹100 crores.

Tax holiday for affordable housing developers has been extended to
March'22.

Budget Proposal

 

 
What's in it for Banks/NBFCs?

One, Government recognises the need for standardisation of legal recourses
available to NBFCs.

Two, since the process under SARFAESI is relatively time bound, the recovery
can be quicker. More so for smaller ticket loans that were till now outside the
ambit.

Third, encourages Banks/HFCs to continue financing Affordable housing
projects

So, 20 L may just become a sweet spot for new age NBFCs!
Will the banks therefore open their taps to lend more to these smaller NBFCs? 

We are hoping!



Gross Bank Credit to Infra (₹Crores)
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Source: RBI Handbook of Statistics on Indian Economy Sep'20

Increased allocation to capex by 34% at ₹5.54 lakh crores.

Capex on roads (ex rural roads)/rail has increased by 18% and 34%
respectively. 

An outlay of ₹2.87 lakh crores in the Jal Jeevan Mission (Urban) project.

Creation of a Development Finance Institution (DFI)

Encouraging Bond market development through an institutional
framework

Budget Proposal

 

What's in it for Banks?
 

In essence, it strengthens the capex ecosystem. This will,
hopefully, encourage private participation and some trickle
down.

 
Long term lending and Project Finance opportunities will
present themselves. But considering past experience, whether
Private Banks will participate or remain by-standers?

Will Infrastructure spending trickle down?
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          Gross Bank Credit to Pharma (₹Crores)
Source: RBI Handbook of Statistics on Indian Economy Sep'20

Healthcare expands the lending opportunities! 

Outlay for healthcare Rs 2.23 lakh crore (137% increase)

PM Atmanirbhar Swasth Bharat Yojana- Rs 64,180 crore over 6 years
to strengthen health infra in Tier II and III cities.

Encouraging Pubilc-Private partnership including funding for viability
gaps.

Budget Proposal
 

 

What's in it for Banks?
 

 The opportunity is obvious- Capital expenditure on Building
construction and medical equipments will rise.

The Medical Equipment finance divisions of the bank will
see increased activity.

The collateral 'benefit' may be increased focus on medical
education and hence the opportunity for large ticket
education loans.
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