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Banks, NBFCs must raise 
funds, do stress test: Das

High volatility mars EPFO payroll data
SOMESH JHA 
New Delhi, 21 October 

The payroll data by the Employees’ 
Provident Fund Organisation (EPFO) 
may have shown a 34 per cent 
monthly jump in net enrolments in 
August, but it might not be an 
indication of revival in the job market. 

When the payroll data for April was 
first released in June, net enrolments 
stood at 133,080. But it was revised 
sharply when fresh data was released 
on Tuesday to show that there was, in 
fact, a net reduction in payroll by 
104,608 in April. 

To understand this, we need to 
delve into how the EPFO collects the 
payroll data released on the 20th of 
every month. 

A certain set of establishments 
(not all), with at least 20 employees, 
are required to make contribution 
towards the provident fund (PF) of its 
workforce. The establishments file 
returns, also known as the electronic-
cum-challan (ECR), to the EPFO every 
month. 

How does the EPFO arrive at net 
enrolment? 

It is the difference between the 
number of workers who joined and 
exited the EPFO fold, along with 
people who have quit their EPFO 
subscription to join back with a 
formal sector job later on. Now, the 
EPFO receives information related to 
a formal sector worker joining or 
quitting his/her job from employers 
through the ECR. 
Companies are required 
to file ECR by the 15th of 
the subsequent month. 

Employers are not 
legally bound to inform 
the EPFO about the exit 
of an employee in a 
timely manner. “The 
dates of exits are updated 
mostly when claims are filed by 
members (or employees) usually after 
two-three months of leaving the 
employment,” the EPFO informed the 
labour ministry in a communique in 
November 2018. 

Every time an employer files a 
delayed return, the EPFO goes back to 
the payroll data and corrects it, which 
gets reflected in the monthly 

revisions. However, there is a catch. 
The EPFO doesn’t update the records 
for a fiscal year after it has released 
the data for all the months. The EPFO 
stops the clock on revisions after the 
data for March is released every year, 
distorting the payroll data further. 

The government enforced the 
nationwide lockdown on March 25. As 
companies faced difficulties in filing 
the ECR, the EPFO allowed them to 
file the returns for the month of 
March by May 15, instead of April 15. 

“The lockdown period saw a 
sudden surge in applications for 
settling (or closing) the EPF accounts 
by workers,” a senior EPFO official 
explained. 

The official pointed out that in 
February, the EPFO had allowed 

formal sector workers to 
update their date of exit 
directly through an online 
portal, rather than routing it 
through their previous or 
current employers. 

This shows that minor 
tweaking or certain 
relaxations in the norms by 
the EPFO can have a direct 

bearing on the payroll data. 
Coming back to the April data, 

there was 4x increase in formal sector 
workers who exited in that month 
from when the data was first reported 
in June. Against this, the newly joined 
workers increased by about 73 per 
cent, leading to a contraction in the 
payroll data. 

Even for May, there was a net 

decline in payroll by 35,336, the data 
released on Tuesday showed, against 
net enrolment of 318,789 reported in 
July — a major difference of 354,125. 

But this doesn’t take away the fact 
that there were more job losses than 
gains in April and May, which were 
reported in the subsequent months to 
the EPFO. 

“It gives a myopic view of the 
entire labour force. We do need to 
know the trends in the formal sector, 
but this dataset is constantly 
fluctuating making it difficult to track 
on a monthly basis,” said Indian 
Council for Research on International 
Economic Relations Senior Fellow 
Radhicka Kapoor. 

She pointed out how much of the 
addition to the EPFO numbers in 
2017-2018 was attributed to the 
Pradhan Mantri Rojgar Protsahan 
Yojana — a scheme effective from 
2016-19 through which the 
government funded the EPF 
contribution of new employment for 
the first three years. 

When the Code on Social Security, 
2020, will get implemented from the 
next fiscal year, the EPFO payroll data 
will get distorted further.  

The new law will cover all 
establishments hiring at least 20 
workers under the EPFO, against only 
specific set of sectors notified by the 
government. 

The EPFO data released on 
Tuesday showed net enrolment of 1 
million in August, compared to 
748,784 in the previous month.

ANUP ROY  
Mumbai, 21 October 

Banks and non-banking financial 
companies (NBFCs) must get busy 
raising capital and do stress test as 

soon as the Covid-19 pandemic is over to 
build resilience and to be able to provide 
capital to the economy to ensure growth, 
Reserve Bank of India (RBI) Governor 
Shaktikanta Das on Wednesday said.  

“We are today at the doorstep of the 
revival process following the Covid crisis. 
We have told banks and NBFCs that as 
soon as the crisis settles, they must do 
stress tests,” Das said at a panel discussion 
during the launch of 15th Finance 
Commission Chairman N K Singh’s book,  
Portraits of Power: Half a Century of Being 
at Ringside.   

“I have appealed and impressed upon 
them to proactively build capital buffers, 
not only to strengthen their inherent resil-
ience, but also to have adequate capital to 
ensure that the credit flow is maintained 
in a phase when the economy comes for a 
revival,” Das said. Many of these banks and 
NBFCs have already raised capital, and 
many others are planning to do so in the 
coming months.  

The RBI governor stressed the need for 
governance reforms in banks and NBFCs, 
and said it should not be mixed with own-
ership only.  “When we talk of reforms in 
banking, people mix it up with ownership 
reforms. Governance reforms in banks and 
NBFCs are ownership neutral,” he said, 
adding that after the global financial crisis, 
governance in banks and NBFCs have 
become an important area of action 
globally.    

“Banks that have robust financial prac-

tices, internal practices, and those who 
don’t undertake smart accounting prac-
tices, they survive and grow in every crisis. 
Governance reforms are ownership agnos-
tic,” Das said.   

After the Covid crisis is over, the gov-
ernment "certainly will have to roll out a 
fiscal roadmap” to ensure it gets back to 
the debt-to-GDP path that the 15th Finance 
Commission has set in, Das said. At the 
moment, though, both fiscal and mone-
tary policies are countercyclical and the 
general government debt is exceeding the 
targets earmarked, which would need to 
be rolled back, he said.   

Still, the measures taken by the gov-
ernment have been fiscally prudent and 
helped sustain the financial sector, accord-
ing to Das. The RBI, on its part, is in a 
monetary expansion mode, and has 
deployed several tools that were earlier not 
in the toolkit of the RBI.   

Participating in the discussion, 
External Affairs Minister S Jaishankar said 
multilateralism is in serious danger now, 
as every country, especially the bigger 
ones, are “really very much focused on 
their own interests". But to preserve mul-
tilaterals, others need to step forward. 
There is diversity in the world and differ-
ing opinions, and democratising multilat-
eralism can ensure its survival, he said.   

India is keenly watching the debates 
around the US polls on trades, immigra-
tion, security issues, and how the most 
powerful nation views others to gauge the 
possible impact on the economic, political 
and cultural rebalancing, Jaishankar said.   

Former US Treasury Secretary 
Lawrence Summers, also in the panel, said 
he expects a new administration in the US, 
and that "Covid should bring mankind 
together not pull apart, and the same can 
be said about the climate change issue.” 

SBI offers more sops for  
home loans above ~75 lakh
ABHIJIT LELE 
Mumbai, 21 October 

Amid intense competition to a 
grab slice for retail credit dur-
ing the festive season, banks 
are giving more sops to attract 
customers. The country’s 
largest lender, State Bank of 
India (SBI), has now 
announced another round of 
interest rate benefits.   

As a step to push retail 
credit in the festive season, SBI 
will give an interest concession 
of up to 25 basis points for 
home loans above ~75 lakh. 
The extent of concession is 
linked to credit score and 
application made through the 
lender’s digital lending app 
YONO. 

SBI now offers 
interest rates start-
ing as low as 6.90 
per cent for a 
home loan of up to 
~30 lakh and 7 per 
cent for above ~30 
lakh. 

It also 
increased the 
credit score-linked 
concession up to 20 basis 
points, from 10 basis points 
earlier, for a home loan of 
above ~30 lakh to ~2 crore 
across India. The same conces-

sion would also be applicable 
home loans up to ~3 crore in 

eight metro cities, 
SBI said in a state-
ment. 

Bankers said with 
gradual unlocking, 
banks are working to 
tap pent-up demand 
and festival season 
rise in purchases, 
especially in 
durables. The com-
petition among 

lenders is intense to get a slice 
of demand which is subdued 
compared to last festive sea-
son. 

C S Setty, MD (Retail & 

Digital Banking), SBI, said: 
"With the nation all geared for 
the post-Covid era, we are wit-
nessing increased customer 
demands.  SBI will continue to 
offer lucrative benefits suiting 
needs and requirements of the 
customers. 

Early this month, its new 
chairman Diensh Khara, after 
taking charge, had said after 
the gradual withdrawal of 
restrictions, economic activity 
has slowly picked up the pace, 
and the bank was witnessing 
credit growth of around 6-7 per 
cent as of now. Its domestic 
retail credit rose by 12.85 per 
cent to ~748,800 crore at the 

end of June 2020 (Q1FY21). 
Private lender YES Bank, 

associate of SBI, has also come 
out with a slew of benefits, 
including discounts on pro-
cessing fee on loans, no-cost 
EMIs, gift vouchers, and cash-
back for retail customers.  It is 
giving car loan of up to 100 per 
cent on on-road price, and pre-
owned car loan of up to 100 per 
cent on car valuation. It is also 
offering hassle-free and easy 
home loan with up to 35 years 
of tenure. 

According to the Reserve 
Bank of India data, the retail 
credit activity covering seg-
ments like housing and credit 
cards moderated in August 
2020, against the trend in July. 
Retail loans grew by ~16, 879 
crore in August; they had 
grown by ~40,853 crore in July, 
the RBI data showed. Retail 
loans had grownby  ~11,518 
crore in June. 

Three critical categories — 
housing, credit card, and 
vehicle — saw a slowdown.  
Housing loans rose by just 
~1,936 crore in August (~11,663 
crore in July), and credit card 
outstanding was up by ~3,442 
crore (~3,805 crore in July). The 
vehicles segment also saw a 
marginal rise of ~2,072 crore 
(~3,095 crore in July).

Bajaj Fin Q2 profit down 36% 
on increased provisioning
ABHIJIT LELE 
Mumbai, 21 October 

Bajaj Finance’s standalone net profit for the 
second quarter ended September 30 
(Q2FY21) declined 36 per cent to ~877 crore, 
from ~1,377 crore in the corresponding 
period last financial year, because of the rise 
in loan loss provisions. 

Its net interest income (NII) was up 5 per 
cent to ~3,922 crore in Q2FY21, against ~3,746 
crore in Q2FY20. 

Its fees, commission, and other income 
declined 8 per cent to ~600 crore, from ~652 
crore a year ago. 

The Pune-headquartered company said 
new loans booked during the second 
quarter dropped 44 per cent to 3.61 million, 
against 6.45 million a year ago. 

Its assets under management (AUM) as 
of September 30, 2020, declined 5 per cent 
to ~104,986 crore, from ~110,946 crore. 

The company’s loan loss provisions rose 
181 per cent to ~1,635 crore in Q2FY21, from 
~581 crore in the same quarter last year. 
Consequent to the ongoing pandemic, the 

company has further increased its provi-
sions on Stage 1 and 2 assets by ~ 1,306 crore 
to ~4,879 crore (as of 30 September), against 
~3,573 crore on June 30. 

The company's liquidity position 
remains very strong, the company said. The 
company's liquidity surplus stood at ~22,414 
crore at the end of the second quarter of 
2020-21, against ~8,107 crore a year ago, it 
said. 

Shares of Bajaj Finance ended at 
~3,233.25 apiece on the BSE, down 0.88 per 
cent from their previous close.

PAYROLL COUNT FOR 
THE MONTH OF...
Series                          April           May   

1 (June)                 133,080                     

2 (July)                  100,825   318,789   

3 (Aug)                    20,164     172,174   

4 (Sept)                 -61,807     40,551   

5 (Oct)                -104,608   -35,336   

% Change                  -178         -111   

Note: 1. Bracket implies month in which 
the data series was released;  2. Change 
implies the latest change in figures from 
the time when the data was first reported
Source: EPFO                                                

SBI now offers interest rates starting as low as 6.9 per cent for a 
home loan of up to ~30 lakh and 7 per cent for above ~30 lakh

WE ARE TODAY AT THE 
DOORSTEP OF THE 

REVIVAL PROCESS FOLLOWING 
THE COVID CRISIS” 

WHEN WE TALK OF 
REFORMS IN BANKING, 

PEOPLE MIX IT UP WITH 
OWNERSHIP REFORMS. 
GOVERNANCE REFORMS IN 
BANKS AND NBFCs ARE 
OWNERSHIP NEUTRAL” 
SHAKTIKANTA DAS 
RBI Governor 

RBI to release on-tap TLTRO funds every Monday
The Reserve Bank of India on 
Wednesday said banks can 
avail on-tap funds under the 
targeted long-term repo oper-
ations (TLTRO) to invest in 
papers issued by companies 
in the agriculture, agri-
Infrastructure, secured retail, 
micro, small and medium 
enterprises, drugs, pharma-

ceuticals and in health care.  
The on-tap TLTRO 

scheme will remain opera-
tional till March 31, and all 
banks will be eligible to par-
ticipate. The RBI will be 
aggregating all requests 
received from the banks for 
the funds, and release funds 
every Monday by initiating a 

3-year repo contract with the 
requesting bank, the central 
bank said in a release on its 
website. Multiple requests by 
a bank in a week will be 
clubbed into a single repo 
contract.   

“In case the requested 
amount exceeds the remain-
ing amount under the 

scheme on the date of opera-
tion, the remaining amount 
will be distributed on a pro-
rata basis among all the eligi-
ble requests.”  

The central bank had orig-
inally announced the on-tap 
TLTRO aggregating ~1 trillion 
in the monetary policy on 
October 9.  ANUP ROY 

REPORT CARD   
Standalone numbers ~ cr 

                                                    Q2Fy21                Q2Fy20 

Net interest income                      3,922                  3,746 

Fees & commissions                         600                     652 

Loan loss & provisions                  1,635                     581 

Net profit                                           877                  1,377 

Source: Company statement

Bankers said with 
gradual 
unlocking, banks 
are working to tap 
pent-up demand 
and festival 
season rise in 
purchases, 
especially in 
durables

Pompeo in 
India next 
week for 
strategic talks
REUTERS & PTI 
New Delhi, 21 October 

US Secretary of State Mike 
Pompeo and Defence 
Secretary Mark Esper will 
travel to India next week for 
a top-level ministerial dia-
logue, a statement from the 
external affairs ministry said 
on Wednesday, and are 
expected to discuss defence 
and trade issues. 

Pompeo and Esper will 
hold two-plus-two talks with 
Defence Minister Rajnath 
Singh and External Affairs 
Minister S Jaishankar on 
October 27, the statement 
said.  Ahead of the talks, 
Esper said India would be 
the most consequential 
partner for the US in Indo-
Pacific this century.
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