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DFS secy: MFIs 
must refrain from 
reckless lending
Microfinance institutions (MFIs) have 
played a crucial role in fostering finan-
cial inclusion but they should refrain 
from any reckless lending, Financial 
Services Secretary M Nagaraju said.  

“We should all be careful on this. 
Any reckless or poor underwriting 
norms regarding lending to Self Help 
Groups (SHGs) or Joint Liability Groups 
(JLGs) will only harm the sector,” he 
said at an event organised by Sa-Dhan. 
Anything that will impact their capacity 
to repay will harm MFIs, he said. 

“So, we should be very careful in 
what we lend, when we lend, and how 
we lend because their financial literacy 
is limited…their exposure to the outside 
world is limited. We should not capi-
talise on that. We should actually try to 
empower them, provide the needed 
finance and also ensure hand holding 
so that they flourish,” he said. 

Nagaraju said under the SHG-Bank 
Linkage Programme, there are more 
than 7.7 million groups with ~2.6 trillion 
outstanding loans benefitting about 
100 million poor households. PTI
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SBI raises ~5,000 cr via AT-1 bonds
ANJALI KUMARI 

Mumbai, 23 October 

Country’s largest lender State Bank 
of India (SBI) raised ~5,000 crore on 
Wednesday through the issuance 
of Additional Tier-I (AT-
1) bonds at a coupon rate 
of 7.98 per cent to bolster 
its capital base, marking 
the bank’s first such 
issuance in the current 
financial year. 

Coupon rate is the 
rate of interest that bank 
will pay to investors. 

The bonds have a call option 
exercisable after 10 years. AT-1 
bonds are debt instruments that 
are issued by banks to raise money 
and shore up the capital base. 

Market participants said that 
the bonds were fairly priced, con-
sidering the large size of the 
issuance, given its last AT-1 
issuance in January for ~5,000 crore 
was priced at 8.34 per cent. 

The coupon rate for 
the bonds was expected 
between 7.98 and 8 per 
cent, sources said. With 
yields on government 
bonds easing by over 30 
basis points since April, 
the cost of raising funds 
by banks has come down. 

The AT-1 bond issue 
had a base size of ~2,000 crore, with 
a greenshoe option for an addition-
al ~3,000 crore. They have been rat-
ed ‘AA+’ by Crisil Ratings.  

The issue attracted an over-

whelming response from investors 
with bids in excess of 3.5 times 
against the base issue size of ~2,000 
crores, SBI said in a release. The 
total number of bids received was 
108 indicating participation.The 
participants were across provident 
funds, pension funds, insurance 
firms, mutual funds, NBFCs, banks 
etc, the bank said.   

Chairman C S Setty said that 
wider participation and hetero-
geneity of bids demonstrated the 
trust investors place in the bank. 

These bonds comply with 
Basel-III norms, which are 
designed to improve banks’ ability 
to absorb shocks.  

The allotment date for this bond 
issue is Thursday, with SBI Capital 
Markets Ltd serving as the arranger. 

At coupon rate 
of 7.98%, the  
issue attracted 
bids in excess 
of 3.5x against 
base issue size 
of ~2,000 cr 
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MANOJIT SAHA 

Mumbai, 23 October 

The Reserve 
Bank of India’s 
(RBI’s) Monetary 
Policy Committee 
(MPC) drew comfort 
from the likely future tra-
jectory of inflation at its meeting ear-
lier this month, but the three new 
external members highlighted slack-
ness in demand. 

The members of the re-constitut-
ed MPC decided to keep the policy 
repo rate unchanged at 6.5 per cent 
with a 5:1 vote. External member 
Nagesh Kumar voted for a 25-basis 
point (bp) rate cut. All the members 
were unanimous on changing the 
policy stance to neutral from with-
drawal of accommodation. 

“…the Indian industry is clearly 
suffering from demand deficits in 
both domestic and external markets,” 
said Kumar,  according to the minutes 
of the meeting released on 
Wednesday. “Given that inflationary 
expectations have been successfully 
anchored, and industrial demand in 
both domestic as well as export mar-
kets is flagging, a rate cut could help 
to revive demand and help boost pri-
vate investment,” said Kumar,  
who is director and chief executive 
at Institute for Studies in  
Industrial Development. 

Economist Saugata Bhattacharya, 
meanwhile, said that signals on 
growth momentum presented a 
mixed picture, with uncertainty 
regarding aggregate demand. He said 
inflation ‘appears’ to be more stable. 

“…risks to the near-term growth–
inflation trade-off at this point in 
time seem largely balanced, even as 
inflation is projected to be trending 
towards the target and is eventually 
likely to durably align with it,” 
Bhattacharya said.   

Commenting that available 
macroeconomic data and indicators 
suggested that domestic economic 
activity remained steady, Ram Singh, 
director, Delhi School of Economics, 
said: “Food inflation is expected to 
moderate later this financial year 

because of strong kharif and rabi sow-
ing on top of adequate buffer stock.” 

 At the same time, Singh said: 
“There is a case for remaining vigilant 
about food inflation and, at the same 
time, supporting growth.”  

Among internal members, 
Deputy Governor Michael Debabrata  
Patra said that the overall inflation 
environment was improving and 
inflation expectations of households 
and businesses had eased and 
remain anchored. 

Patra was confident of growth 
revival, attributing slowdown in eco-
nomic indicators to idiosyncratic fac-
tors like unusually heavy rainfall in 
the retreat of the southwest monsoon 

and pitrupaksha, when many con-
sumers defer purchases. 

Patra was cautious on rate cut. 
“Reducing restraint too quickly  
may negate the progress made on dis-
inflation. Hence, a gradual  
wait-and-assess approach to remov-
ing policy restraint in terms of the 
policy rate remains appropriate as 
long as inflation is not lastingly close 
to its target.” 

Governor Shaktikanta Das also 
sounded comfortable on inflation. 
“Despite its uneven progress, head-
line inflation is softening,” he said. 

But, Das emphasised on remain-
ing vigilant. “At this stage of the eco-
nomic cycle, having come so far, we 

cannot risk another bout of inflation. 
The best approach now would be to 
remain flexible and wait for more evi-
dence of inflation aligning durably 
with the target,” Das said. 

Internal member Rajiv Ranjan 
said that with steady progress in 
monsoon, higher kharif sowing, 
favourable rabi prospects, and soft-
ening global commodity prices, there 
was more clarity on the disinflation-
ary path. “There is now greater con-
fidence on inflation aligning with the 
target unless disrupted significantly 
by weather events and worsening of 
geopolitical risks,” he said. 

More on business-standard.com 

“AT THIS STAGE OF ECONOMIC 
CYCLE, HAVING COME SO FAR, 
WE CANNOT RISK ANOTHER 
BOUT OF INFLATION. THE BEST 
APPROACH NOW WOULD BE TO 
REMAIN FLEXIBLE” 
SHAKTIKANTA DAS

“GRADUAL WAIT-AND-ASSESS 
APPROACH TO REMOVING POLICY 
RESTRAINT IN TERMS OF THE 
RATE REMAINS APPROPRIATE AS 
LONG AS INFLATION IS NOT 
LASTINGLY CLOSE TO ITS TARGET” 
MICHAEL PATRA

“ THERE IS NOW GREATER 
CONFIDENCE ON INFLATION 
ALIGNING WITH THE TARGET 
UNLESS DISRUPTED BY WEATHER 
EVENTS AND WORSENING OF 
GEO-POLITICAL RISKS” 
RAJIV RANJAN

“THERE IS CASE FOR REMAINING 
VIGILANT ABOUT FOOD INFLATION 
AND SUPPORTING GROWTH” 
RAM SINGH

“RISKS TO NEAR-TERM GROWTH 
–INFLATION TRADE-OFF AT THIS 
POINT IN TIME SEEM BALANCED” 
SAUGATA BHATTACHARYA

“INDUSTRY IS SUFFERING FROM 
DEMAND DEFICITS IN BOTH 
DOMESTIC & EXTERNAL MARKETS” 
NAGESH KUMAR

EXTERNAL MEMBERS

MPC'S 
LINE OF 

THOUGHT

INTERNAL MEMBERS

Most members comfortable on 
inflation, show MPC minutes

AIPSBOF-91 DAILY BANKING UPDATE 24.10.2024



BHAVINI MISHRA & PEERZADA ABRAR 

New Delhi, 23 October 

The Supreme Court on Wednesday 
set aside the National Company Law 
Appellate Tribunal (NCLAT) order 
halting the insolvency proceedings 
against edtech firm Byju’s on a peti-
tion filed by US-based creditor firm 
Glas Trust Company LLC — which 
represents lenders to which Byju’s 
owes $1.2 billion. 

This order has sent cash-strapped 
Byju’s back to the corridors of the 
National Company Law Tribunal 
(NCLT), where it will once again face 
the insolvency proceedings that had 
kicked off on a plea filed by the Board 
of Control for Cricket in India (BCCI). 

 In July, the NCLT had started the 
insolvency proceedings after BCCI 
alleged that Byju’s had defaulted on 
~158 crore. But the NCLAT halted the 
proceedings after Byju’s claimed that 
it had reached an agreement to pay 
~158 crore to BCCI towards outstand-
ing dues. 

 But Glas Trust, while alleging 
that the money was “illegal” and 
siphoned from them, had moved the 
apex court. Turn to Page 6 > 

Byju’s back in insolvency 
as SC nixes NCLAT order 

RECAP OF  

THE SAGA 
Byju Raveendran and his brother 
Riju have again lost control over 
Think and Learn, or Byju’s

Mar 2019: Bjyu’s signs jersey sponsorship 
deal with BCCI for three years 

Jun 2022: Company renews contract 

Nov 2022: Seeks to terminate the contract 
due to fund crunch 

Sept 2023: BCCI initiates insolvency 
proceedings for defaulting ~158 crore 
dues 

Jan 2024: BCCI tells NCLT it has referred the 
dispute to an arbitrator 

Jul 2024: NCLT admits BCCI’s plea seeking 
insolvency proceedings against Byju’s 

Aug 2024: NCLAT halts insolvency 
proceedings, approves settlement  
with BCCI 

Oct 2024: SC overturns NCLAT order, 
reviving insolvency proceedings  
against Byju’s
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On Wednesday, a Bench of 
Chief Justice of India (CJI) D 
Y Chandrachud, and justices J 
B Pardiwala and Manoj Misra 
said: “The NCLAT cannot be 
considered a post-office which 
will stamp such withdrawal 
applications being moved by 
the IRP... There was no formal 
application made for with-
drawal, the first respondent 
who was a former director of 
corp debtor, had moved 
NCLAT directly,” it said. 

 “Despite these grave devi-
ations, the NCLAT still 
approved the settlement... 
Exercise of inherent powers 
cannot be done to subjugate 

the legal process and the 
NCLAT should have stayed the 
composition of CoC instead. 
Thus, we allow the appeal and 
set aside the NCLAT judge-
ment,” the Bench said. 

It asked other parties to 
approach the Committee of 
Creditors (CoC) of the insol-
vent firm to pursue appropri-
ate remedies. The apex court 
also said the money  
should now be deposited in an 
escrow account managed by 
the CoC. 

“We allow the present 
appeal and set aside the 
impugned judgment of the 
NCLAT dated August 2, 2024, 

in the above terms. At this 
stage, it would not be appro-
priate for this court to adjudi-
cate on the objections of the 
appellant to the settlement 
agreement on merits. The 
issues raised are the subject 
matter of several litigations in 
different fora, including the 
Delaware Court and investiga-
tion by various authorities, 
including the Enforcement 
Directorate, which are pend-
ing,” the court said. 

The apex court also said: 
“Nothing in this judgment 
should be construed as a find-
ing on the conduct of any of 
the parties or other stakehold-
ers involved in the insolvency 
proceedings.” 

In September, the top court 
had raised concerns about the 
NCLAT order, which closed 
the insolvency proceedings 
against Byju’s, saying the 
appellate tribunal “did not 
apply its mind at all”. 

Byju’s case: SC asks BCCI to deposit ~158 cr in escrow a/c

> BS SUDOKU                       #4409
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MANOJIT SAHA 

Mumbai, 23 October 

Nagesh Kumar, one of the three new-
ly appointed external members of the 
Reserve Bank of India (RBI)’s 
Monetary Policy Committee (MPC), 
said on Wednesday that interest rates 
should be reduced to make loans 
cheaper to support growth, which has 
been sluggish. 

Kumar was the only member who 
voted for a rate cut (of 25 bps) earlier 
this month. All other members voted 
for keeping the policy repo rate 
unchanged at 6.5 per cent. 

“I voted for a 25 basis point cut in 
the repo rate and the adoption of a 
neutral stance, as I felt that inflation-
ary expectations have been success-
fully anchored, while economic 
growth needed to be supported 
through cheaper credit,” Kumar told 

Business Standard. 
He said that the monetary policy 

has had success in managing infla-
tion and anchoring inflationary 
expectations well, which was evident 
from the fact that CPI headline has 
been around 4.5 per 
cent, and was slightly 
lower at 3.6 per cent in 
July-August, 2024. 

Kumar comment-
ed that inflation, 
excluding vegetables, 
is even lower at 3.2 per 
cent (July-August) 
and that food inflation, especially 
cereals and vegetables, has been chal-
lenging but it is driven by cyclical 
supply side issues rather than 
demand, which is addressed by mon-
etary policy. 

He also said that household infla-
tionary expectations have declined 

by 10 bps. “A lower proportion of 
households expect prices and infla-
tion to increase over 3 or 12 months 
ahead,” Kumar said. 

The external member said the 
Indian economy shows signs of a 

slowdown of growth 
rate, from 8.2 per cent 
in FY24 to 6.7 per cent 
in Q1FY25, while 
pointing out a lower 
growth forecast for 
the current financial 
year as compared to 
the previous one. 

“The (RBI) projection for 2024-25 
is around 7.2 per cent, which is still 
among the highest in the world but 
lower than the 2023-24 growth rate,” 
he said, adding that the Survey of 
Professional Forecasters has revised 
it down by 10 bps. 

Making a strong case for reduc-

tion in interest rates, Kumar said core 
sectors such as cement, iron & steel, 
and chemicals have shown negative 
growth over the past two quarters 
despite a rather heavy infrastructure 
push by the government. 

“Various surveys suggest that the 
demand conditions in manufacturing 
and the job landscape moderated 
across major sectors. Overall business 
sentiment has moderated in Q2FY25. 
PMI for manufacturing eased some-
what in September, although it stayed 
in the expansionary zone,” he said. 

Kumar cited India’s merchandise 
exports, which shrank by 9.3 per cent 
in August due to subdued demand 
abroad, and said that the April-
August growth of merchandise 
exports has been “just a marginal 1.1 
per cent only”. 

More on business-standard.com 

‘Growth needs to be supported by cheaper credit’

EXTERNAL MEMBER 
NAGESH KUMAR SAID 
FOOD INFLATION WAS 
DRIVEN BY SUPPLY-SIDE 
ISSUES, NOT DEMAND
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