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RBI's new debt recast norms credit positive for banks: Icra
By PTI | Updated: Jun 14, 2016, 10.35 PM IST Post a Comment

MUMBAI: Reserve Bank's new debt recast norms are credit positive for banks and will help
in reducing the gross non-performing asset levels by 30-100 basis points after one year, a

report said today. RELATED COMPANIES EXPAND
ICRA

"Implementation of the guidelines would help bridge the gap between the actual expected

losses and provisioning cover, therefore it would be a credit positive," domestic rating Budget 2017:

agency Icra said in a report here. Can Arun Jaitley make you & economy happy?
Click for our special Budget 2017 coverage

The new norms will also help in reducing the reported gross NPA levels by 30-100 basis
points, from the current level of 7.7 per cent as on March 2016, after a lag of one year, following satisfactory performance of sustainable
debt portion, it said.

RBI yesterday issued guidelines on 'Scheme for Sustainable Structuring of Stressed Assets' (S4A).

The scheme allows banks to bifurcate the debt of stressed borrowers into sustainable and unsustainable portions.

Under the norms, banks are required to maintain a minimum of 20 per cent provision on the total loan outstanding or 40 per cent of the
unsustainable portion of the debt at the time of S4A.

Banks have to provide 100 per cent of the expected losses on unsustainable portion (in excess of the minimum requirements prescribed,
that is 20 per cent of total or 40 per cent of unsustainable portion) over the period of four quarters.

As for provisioning requirement, while there will be no immediate relief to banks, the norms are likely to reduce incremental provisioning
requirement substantially over next 1-5 years provided sustainable portion of debt is serviced satisfactorily and there is no further decline
in fair value of non-sustainable portion.

"Banks with higher provision cover on stressed accounts (stressed borrower specific provisioning) are likely to benefit more," the report
said.

Borrowers in power and steel sectors could be main beneficiaries of the scheme.

The report, however, said the norms could cause some moral hazard issues as banks start taking large haircuts (through conversion of
debt into equity) on some large stressed accounts.

Stay on top of business news with The Economic Times App. Download it Now!

Live Market News Portfolio Mobile Live TV Newsletter Commodities Speed QnA Blogs Alerts RSS
Other Times Group news sites  Living and entertainment Hot on the Web Services
Times of India | SHANHD 3R Timescity | iDiva | Zoom | Union Budget | Income Tax ads2book | Gadgetsnow | Free Business Listings
A O ERIE e | Mumbai Mirror Luxpresso | Gaana | Happytrips | calculator Simplymarry | Astrospeak | Timesjobs | Magicbricks | Zigwheels | Timesdeal |
Times Now | Indiatimes Cricbuzz | Get Smartapp Donald Trump dineout | Filmipop | Remit2india | Gaana | Greetzap | Techradar | Alivear |
TIURT T | HERTY TS Inauguration | Income Tax Slabs Google Play

Networking Budget 2017 | BUDGET 2017-
. What's Cheaper & Expensive
itmes | MensXP.com Sensex, Nifty Live

QAOD FeeddT | Lifehacker



Gizmodo | Eisamay | IGN India
NavGuijarat Samay

About us / Advertise with us / Terms of Use & Grievance Redressal / Privacy Policy / Feedback / Sitemap / Code of Ethics / / Disclaimer Copyright © 2017 Bennett, Coleman & Co. Ltd. All rights reserved.



