In 3 yrs, credit to MSEs
faIIs from 5.9% to 4.5%

Not Yet Clear
If Liquidity The
Biggest Problem
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Mumbai: The share of bank
credit to micro and small en-
terprises (MSEs) has been
shrinking since three years
— from 5.9% in October 2015
to 4.5% in October 2018, data
from the RBI shows.

While it is clear the sector
is facing problems due to the
double whammy of demoneti-
sation and GST, it's unclear
whether MSEs are hit by lqui-
dity issues or whether banks
donot find them credit-worthy,
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the current fiscal (up to Octo- bers 15 because banks have

ber 26), outstanding loans to
micro and small enterprises
have come down by Rs 8,800
crore—to Rs3.64 1akh crore.
The reason why this decli-
ne has not been reflected in
the credit to industry num-

lentanadditional Rs5,100cro-
re to large businesses, which
owe Rs22 2T71akh crore—abig
chunk of the Rs 2696 lakh
crore credit to the indusiry.

» Home loans easier, P 15



Banks have
foundit
easier togive
home loans
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ised an extra Rs 59,000 cro-

re from banks by issuing
bonds and commercial papers,
and with banks growing their
corporate bond portfolios by
8% toRs7.271akh crore,

Despite overall industry
growth being flat, bank credit
has been showing a healthy ri-
se because of a big jJump inlen-
ding to two sectors —housing
and non-banking financial
companies (NBFCs). Of the Rs
d.141akh crore loans that banks
have added to thelr books in the
first seven months of FY19, al-
maost half (47% ) has been to the-
SetWosectors.

Troubled by bad loans,
banks have found it easier to gi-
ve home loans that have low
margins and low defaults. Also,
weak banks can lend to NBFCs
which have a triple A rating.
According to the the RBI data,
in FY19 banks have grown their
home loan books by Rs 3.27
lakh crore from March 30, 2018,
toRs10.621akhcrore—a%9% In-
crease, Home loans account for
26% (Rs 87,800 crore) of all In-
cromental lending this yearup :
to October: They now are13% of
allbank loans in India, upfrom :
12.7% as of March this year,

The second biggest contri-
butor toincrease in the loan bo-
ok was the credit provided by
banks to NBFCs, Outstanding
bank loans to NBFCs grew Rs
66,200 crore (13%) from their
March-30 level to Rs 5.62 lakh
crore by end-October, They are
now 7% of all bank credit, up
from5% a vearearlier.

Theonly other sectors to ha-
ve grown their shares in total
bank credit are “other servi-
ces” and “other personal lo-
ans” where the loan book has
grown by Rs 50,000 crore and Rs
40,000 crore, respectively
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