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ET EXCLUSIVE | Q%A

Time to Hardsell India as
a Land of Opportunities

CHANDA KOCHHAR

MD & CEO, ICICI Bank

The country’s economic momentum is strong, but we run the risk of
missing the bus if we don't end uncertainties, says ICICI head Kochhar

Ithinkit'sthe team’s
accomplishment.
What | feel good
about is the fact that
clearly wewere
abletobringabout
the consolidation
that weaimedat

People are worried
about inflation.
People are worried
about interest
rates.But over and
above, people are
quite worried about
theinvestment
climate

henChanda Kochhar became ICICIBank's
chief executive In 2009, Itwas not thebest
oftimes. The person, who putgrowth
abovetnerest, had tosingadifrerenttune to
staff, that stabllity ismore Important than
growth. Sheconvinced them, Kochnar tells
MC Govardhana Rangan & Bodhisatva
Gangullinan nterview. The resultisboth
investorsanddepositorstrust ICICI Bank,
agaln. Excerpts:

You took overwhen the bank Itself was
passing througha crisis inMay 2009. I
you lookback over the two-and-a-halt
years, what hasbeen your blggest
accomplishment?

I think It's the team's accomplishment. What |
feelgoodaboutlsthe fact that clearly we
wereable fo bringabout the consolidation
that wealmed at A change Inthe composition
ofdeposits & change Inthe composition of
advances. The task was not Just toexecute a
change, itwas todrive the entireteam toun-
derstand why the consolidation Is required
and itfits Into themuch longer term. Theabil-
Ity of the organisation toabsorb the require-
ment for having to go througha consolidation
phase, to quickly adapt tothat, and thento
QuIckly execute Itas per planisa great
achlevement for an organisationthat for
sometime only looked at growth.

Mostdata show worsening business
outiook. HowbleaK Isit?

Therels some partof theeconomic funda-
mentalsactually still showing someresil-
lence, which Is our domestic consumption.
Buttheother partisreally todo withthe
mood, to plan for future That, | think, Isvery
low. Peopleareworriedabout inflation. Peo-
pleare worried about Interest rates. But over
and above, peopleare quite worrled about
the Investment climate. So, y ou know the fact
that whether approvalsfor projects will
comeor not, if theapprovals come will they
bewithdrawn suddenlyata certainpointin
timeorwillthesebequestioned. And sudden-
ly, everything willcome toa halt. So, 1think
this fear ofuncertainty Is really keeping peo-
pleaway from committing to new projects.

Power Is seen as a stressed sector. Canit
beadrag on the banking sector?
Whenyoutalk 0T the power sector, [tis unfalr
tosay thatthe whole sector has emerged asa
stress sector. There are challenges, but the

challengesare not the samefor every project.
Iryou havea project, where, say, you've com-
mitted to sell power atvery low rates,and at
thesame time, your raw materlal is not tied
up, thenyouareaffected witha hugeln-
Creasenraw materlal prices. Then, I think,
the project hasanlssue. Bt ifthere are pro-
Jects, where thetarlffIs much higher than
some of the other projects, there s a pass-
throughavallable Partlyyouarerelyingon
coalwhere amine [s operating, but partly re-
IyingonaCoalIndla linkage. | think, even It
you assume that linkagemay notwork out,
Yyou may haveto Importsomeamount. The
costmay go up, but that increase canbe
passed on partly throughtariffs. The equity
ofthe promoter comes down and somewhere
thereturns come down, but theydon'treach
astagewhere the loansdon't get serviced.
Some may Just sall through the way they are
and somemay need little handholding, fora

Wehavetoaim
for stability be-
forewecanaimfor
rate cuts. I think that
stability willcome
soon, because we
areclosetothe peak
»

year or two. Some may have a serious issue

What are thestressed segments?

The smalland medium enterprises. Glven the
kind of volatility, the resilience of smaller
enterprises Isalways much less or thelr abll-
ity toabsarb many of the volatile factors is
much smaller. Ifyouhave interest rates go-
Ingup, wages going up, rupee-dollar impact-
Ingyou, If youwere Importingin some way,
and you are deallng witha large vendor who
will squeeze youon payments all the time
because of the Interestrates goingup, then
all the pressures come together. Some of the
SMEs went through oneround of restructur-
Ing 1-2 yearsago, and itwas expected that
by now they would come outofthat 1think,
theeconomic factorsare puttinga pressure

agaln. That'swhere the pressure could be.

What aboutICICI Bank?

Our SME portrollo Is much smaller In propor-
tlon.So, Tor us, I really don't seeany major
NPA shocks. The retall portroliois doing
fine. The SME portfoliois smalland weare
monitoringltquite well. We haveactually
selected the better projects. So, wewillhave
much lessamount of worry. Youmay havea
few large projects (introuble) and youmay
nhavea rew large corporates whomay need
handholding for sometime. ButIdon't think,
weare seelng sucha hugedeterlorationin
assetquality. Atleast, lam feeling quite
comfortablewlthalltheasset quality.

You spokeabout the few large
corporateswho need handholding. How
severelsitgoingtobe?

Inmany of these, our exposuresare actually

much smaller thanthe rest of thebanking
sector. QUF exposure Isstructured differ-
ently than takingadirect exposure only on
cash flows. Inthat sense, oUr security pack-
ageor cash flow package is much stronger
thantherest of the bankingsector. There-
fore, for us, thepain should be lesser than
what therest of the sector goes through. But
yes, someamount of handholding as|said,
some of these companies will require

How much of this pessimism Isdue to
Interestrates,and howmuchisdueto
policy paralysis?

Nobody likes high Interestrates. But glven
themomentum of the economy, andasin-
flation corrects, interest rateswill correct.
But the necessary factor today inthat sense,

orthesufficient factor which should change
themood, Is tomake peopleconfident that If
lembark ontheimplementation of a project,
thenlIwlllbeabletasee itthrough Maybe,
forayear or so, interest rateswill be high.
Butthen, you lookatthe Interestratesview
Inaproject overa 10-year period. But this
uncertainty Is whatreally spolls themood.

Data show that new projectshave dipped
sharply. What doesthat reflecton the
state of the economy?

Past projects wili give us amomentum fora
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willalsomove on thebasis of overall lig-
uldity. Identthink we can really expect in-
terestrates tocome downas such

The central banks of Turkey etcare ina
monetary loosening phase. Brazlland

[ theywill
stop the tightening phase. Butindla Is still
Inadifferent part of thecurve.

Aslsald, weareprobably closetastapping
thetightening. Buttoexpecta reduction, it's
alittle early.

yearor so. Ifwe get somesortof n
onnew Investments over the one year, we
would probably be OK. Today Isthe time
whenweshould haveactually beenattract-
Ingforeign funds, creating Indlaas a land of
opportunities, going outthereand telling
them thatthere is hardly any growtn in
many other countries, Indlahas the under-
lylng economicmomenturm. 1 think, we are
losing that opportunity. In that sense, the
lossofopportunity Ismuchhigher. Weare
reachingthebrink.

The RBI governor has signalleda pause
onratehikes.Will Interest rates fall
anytime soon?

First, we have toalm for stabllity... Or non-
crease, beforewe canreally aim for reduc-
tion. Ithink that stability will come soon, be-
causeweareclosetothe peak (of the
tightening cycle). But It'stoo early to expect
areduction and that's not Just on account of
Inflation. Ifwesee, the warld over, (supply
of) dollar is becoming very tight and very
short, that'sbecause given whatever Is hap-
pening, nobody really wants tomovedol-
lars. Nobody wants to take additional expo-
sure. US banksare reducing exposureto
European banks. Europeanbanks used to
lend to Industry - that isdryingup. So, it'sa
kind oTacycle that has started. Basically,
whiletherearea lotofdollars, nobody
wants tomovedollars. So, the llquidity has
become very tight Thiswillimpact the
overall liquidity. So, Interest rates per se

ates owlng
overseas for theinterest rate advantage.
So,whatIsIn store for them and Indlan
banksnow?

0 course, those who have borrowed are fac-
Ing the challengeof the rupee-dollar move-
ment. Butin case 0fa 10-yearioan, for oneor
two years, It's definitely going to be high.
(But) over alonger period, the Impact Is notas
nhighonthe totalamountoftheloan. The
morelimportant thing is thatthe abllity to
ralse freshfunds n the dollar market (and
this) Iswhere there would bemore challeng-
©5.50, for peopleto fund thelr requirements,
theywill have torely more onthe rupee
fundingas of now, whichmeans that the In-
terestcostswill be high. Inthe past, there was
apossibility of using foreign currency funds
andbringing downthe Interest costs. That
possibility Isbecoming lesser and lesser.

How long do you expect this tolast?
HighInterest rate regime would depend on
theoverall liquidity and whether creditis
plckingup or not, whether depositsare pick-
ingupornot. The one good partisthatwhile
all thesedevelopmentsaretaking placeon
the globalside, on thedomestic side, thede-
positpick-up has been quitegood. Thede-
posit rategrowth isalmost close to 17%,
creditgrowthratels 18%. Inthat sense,
that's partly a cooling factor vis-a-vis the
fact that global liquidity Isbecoming tighter
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