
• Gross fixed capital 
formation as a 
proportion of GDP, in 
current prices, is below 
27%

The number of new 
projects in the pipeline 
is on the decline.

The time is ripe for 
a concerted push by 
the government to 
deepen and widen 
the market for debt.

Stressed banks can 
hinder growth, but 
stronger banks, by 
themselves, cannot 

trigger an investment 
boom.

The balance sheets of both 
public sector banks and quite 
a few large corporate houses 
are in terrible shape and were 
seen as a major obstacle to 
investment and reviving 
growth.

The government’s move to recapitalise public sector banks to enable them 
to lend afresh and institutionalise a system to reduce stressed loans 
through time-bound Insolvency and Bankruptcy Code justifiably raised 
hopes of a solution to the twin balance sheet problem. But the latest 
Financial Stability Report (FSR) of the Reserve Bank of India (RBI) has raised 
some pertinent questions about such moves having a sustainable solution. 

The ratio of gross non-
performing advances 
(GNPAs) of SCBs has gone 
up from 9.6 per cent to 
10.2 per cent over this 
period. 

What is striking is that 
while the GNPAs for 
public sector banks grew 
by 17 per cent, year-on-
year, those of private 
sector banks shot up by 
almost 41 per cent
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Banks, as it were, are caught in a 
Catch 22 situation. If they do get a 
buyer, the haircut could be 
enormous. If they don’t, then the 
company goes into liquidation, 
which leaves them with virtually 
nothing on the table.

Over a fifth of the 400-odd cases 
admitted by NCLT under the IBC have 
been initiated by the defaulters 
themselves. Interestingly, the list 
includes many listed players.

Bankers, however, are 
hopeful that once the 40 
large bad loans with 
exposure aggregating about 
₹3.50 lakh crore are tackled 
under the Insolvency and 
Bankruptcy Code (IBC) 
process, and the economy 
picks up, they could get on 
with their core business of 
lending with more vigour in 
2018.

Moreover, the proposed 
₹2.11-lakh crore capital 
infusion (recapitalisation) 
into PSBs is expected to 
galvanise them into action 
— lend and closely monitor 
loans for signs of incipient 
stress.

RBI Governor Urjit Patel has observed that 
recapitalisation will set up a calibrated approach 
whereby banks that have addressed their 
balancesheet issues, and are in a position to use 
fresh capital injection for immediate credit creation, 
can be given priority while others shape up to be in a 
similar position.



Going forward, the RBI’s 
analysis concludes that 
the GNPA ratio may 
increase to 10.8 per cent 
by March 2018 and 
further to 11.1 per cent 
by September 2018.

Stress tests conducted by the RBI show that under a 
‘severe stress’ scenario, while the system-level 
capital adequacy of banks will remain above the 
regulatory threshold of 9 per cent, at the individual 
bank level, 23 banks, having a share of 40.7 per cent 
of total bank assets, might fail to maintain the 
required level of capital adequacy.

According to the report, 33 
banks, which have a 74 per cent 
share in the total advances for 
the sector, are unable to meet 
their “expected losses” with 
their current level of 
provisioning.

But the worst bit is 
that between 
March and 
September, SMA-2 
(Special Mention 
Account) loan 
accounts — cases 
where principal 
and interest 
payments are 
overdue for more 
than 60 days —
surged by 57 per 
cent

This essentially means that stressed 
companies are still not able to generate 
enough revenue to honour loan 
payments. This raises a red flag about 
the overall NPA situation in the banking 
system.
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Just over 2 crore Indians, or 1.7 per 
cent of the total population, paid 
income tax in the assessment year (AY) 
2015-16, according to data released by 
the I-T department.

The number of income-tax return filers 
increased to 4.07 crore in assessment 
year 2015-16 (FY 2014-2015) from 3.65 
crore in the previous year but only 
2.06 crore actually paid tax as the 
others claimed income below taxable 
limits.

But the total income tax paid by 
individuals declined to Rs 1.88 
lakh crore in AY 2015-16 from Rs
1.91 lakh crore in AY 2014-15.

Of the 4.07 crore tax returns 
field in AY 2015-16, close to 82 
lakh showed zero or income less 
than Rs 2.5 lakh.
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