‘Have no immediate
requirement to be
a universal bank’

Suryoday Small Finance Bank (SFB} MD & CEO BASKAR BABU RAMAGHANDRAN tells Manojit Saha in an
interview in Mumbai that itwill take at least two years before the SFB considers becominga

universal bank. Edited excerpts:

How do you see the Reserve
BankofIndia’s recent norms
onvoluntary conversion to
universal banks?
Itgivesaroad map, the clarity
onwhatis required for SFB to
convert toauniversal bank.
Those who have theambition
canbetransitioned toa
universal bank.

Will Suryoday SFB applyfor
suchaconversion?

Before the guidelines, we said
thatwewere notina hurry to
consider thetransitiontoa
universal bank. Wehavea
longway togo evenasasmall
financebank, both in termsof
size,and in terms of fulfilling
outaspirations for financial
inclusion. We do

good 2yearsbefore we
consideranything seriously-
which isenough time, and we
are confidentof meeting the
ratiosby that time. Then
comesthe businessmodel -
howyou secure yourselfasa
bankin terms of balance of
secured and unsecured loans
andeven forunsecured how
robustcanyour controland
process mechanismbe. We
cover our microfinance
portfolio through the Credit
Guarantee Fund for Micro
Units(CGFMU) route which is
creditinsurance. Thereisan
investmenttor it, we have to
pay1 percentof the principal
outstandingof the portfolio
everyyear togetit credit
insured. Thiswill

notseeany come intoplay
disadvantage of whenthereisan
being SFBexcept extreme eventlike
formaintaining demonetisation or
the priority sector the pandemic.
lending target of75 Thisis the key
petrcent-which BASKAR BABU safety net thatwe
we currentlyarein RAMACHANDRAN havebuilt

far excessofthe MD & CEO,

target. Atbest,itis  Suryoday SFB Suryoday’s total
the opportunity loanbookis

lossofincome of notselling
PSL.Thereisnoimmediate
requirement for us tobecome
auniversalbank, exceptfora
nomenclature change.

But the road map thatis
given nowis important. Even
ifweconsider itafter three
years, itgivesusthe clarity of
whatneedstobe doneand
whatisthe viewof the
regulator in termsof SFBs
convertingthemintoa
universal bank.

How confident areyou that
Suryoday willbecome
eligible bytheend of FY25?
Assuming we can betterit.
thatisourintent, by the endof
the financialyear 2024-25we
will be eligible to apply, butwe
arenoteven planning toapply
inFY26.Forus,itisatleasta

8,700 crore. How much is
the micro-loanbook?
Around 35,000 croreisthe
MFIbook. Currently, 80 per
centofthe MFIbookis
covered by CGFMU.

The conversionto universal
bank norms also talked
aboutadiversified loan
portfolio. Do you planto
bring downthe share of
unsecured book?

We are covered with the credit
guarantee, asitisas
good asquasi-
secured. Qur
customersareno
longer low-
income
households,
theyare
graduating. At
least30-40 per

centof ourcustomersare
movingup the economic
cycleatamuch faster rate
than the paceatwhich the
economy isgrowing. This
means we donotoperateat
the micro-finance rate. Qur
focus this year would be to
coverour customersunder
social security schemes.

What is the ideal mix that
youare looking at
betweensecured and
unsecured loans?

A50:50 mixwouldbe ideal.
We expectthistohappen over
the next18 months. Thisyear
wewould like tobeat53-54
percent[unsecured book].

Suryoday’s Casaratio is
around 20 per cent, whichis
onthe lowerside. How do you
planto improve onthat front?
Weare focused that Casa
needstobe granular. We
shouldbe abletotakeitto 22-
23 per centthis year and 26-27
percentnextyear. Wewillbe
comfortable at30 per cent,
whichwillbedrivenbyour
productapproach and notby
payinga higher rate.




