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Disclaimer



Asset Liability Management @LTFH

A three step hierarchy is followed to manage

ALM, consisting of three committees as

mentioned below;

 Markets Committee (includes operational

heads of Treasury, DCM, Group Chief

Economist)

 Asset Liability Committee (ALCO) Sub

Committee (Chaired by MD & CEO)

 ALCO Committee (Regulatory committee

chaired by MD & CEO and consisting

external members as well)

ALCO 

Monthly

ALCO Sub 
Committee

(Frequency 
Monthly)

Markets Committee

(Frequency- Weekly)

Management of Liquidity risk and Interest rate risk is given disproportionate importance

Leveraging 

internal and 

L&T group 

expertise to the 

fullest to 

manage ALM



Proactive liability management

MARKET TRIGGER ACTION TAKENTIME PERIOD

April 2017
Expected increase of interest 

rates 

 Long term fixed rate instruments increased from ~ 43% in

March, 2017 to ~ 52% by March, 18 of total debt (~10,000

Crs incremental long term Fixed rate Instruments were raised

and CPs were reduced)

 Liability duration is maintained higher than asset duration

 The ALM gaps are significantly positive

Interest rates going up 

significantly widening the gap 

between short term and long 

term instruments

From March 2018 to 

August 2018

 Due to the positive ALM gaps, we could alter our borrowing

strategy to move to CPs to capitalize on the rate differential

 It allowed us not to lock in high rates for long tenor

 LTFH was upgraded to AAA

Expected volatility of interest 

rates in Q3
From September 2018 

onwards

• Maintaining Liquidity Buffer Book (“LBB”) to manage 30 day

survival horizon

• On top of the LBB ~ Rs. 2,000 Crs of additional liquidity

maintained via the CBLO route

• Significant positive gaps carried on the Balance sheet thus

insulating LTFH against further rise in interest rates. Two PLR

increases already implemented.
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Borrowing Cost Movement on Debt Outstanding from April 2017 onwards 

Cumulative Cost

Borrowing cost
Weighted average cost well in control despite volatility and hardening of interest rates 



Asset Liability Re-pricing Sensitivity – One Year Cumulative Gap

Particulars Up to 1 year (Rs. Cr)

Re-pricable Assets (a) ~60,000

Re-pricable Liabilities (b) ~ 50,000

Gap (a-b) – POSITIVE ~10,000

• ~ 50% Liabilities are fixed at average cost ~ 8.25% with weighted average maturity of ~ 3.5-4 years

• On the other hand, 65% of the Assets are floating in nature

• Thus, in the scenario of rising interest rates, LTFH stands to gain as higher quantum of assets will get re-

priced as compared to liabilities- resulting in positive impact on NIMs.

• Lastly, Asset inflows are higher than Liability outflows by Rs. 15,153 crs up to 1 year
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Gap up to Survival Horizon of 1 month in a stress scenario

Structural Liquidity – Stress Scenario

 Liquidity Gap under stress conditions in the 01 month bucket has been positive
 Liquidity Buffer Book is being maintained
 Additionally, High Quality Liquid Assets (~ Rs. 2000 crs) comprising of G-Secs is also maintained

All Figures in Rs.Cr

Stress Scenario Description - ‘1 in 10 Financial Crisis’
• Collections short-fall - 15%
• Back Up lines hair cut- 40% (i.e. LTFH is able to draw only 60% of Back up lines)



Thank You 
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