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Q  What have been some of your key priorities for IDBI 
Bank since you  took over as the Managing Director & 
Chief Executive Director? 

AAfter I took over as the MD & CEO of IDBI Bank, one 
of the key priorities was to devise a comprehensive 
business transformation plan for the next three 

years for strengthening the financial health of the Bank. A multi-
pronged strategy has been put in place to double our business 
to Rs. 10 lakh crore as also augment our net profit by end-March 
2020. Furthermore, we also plan to have a balanced portfolio mix 
by increasing the share of retail and PSL, increase the proportion 
of the low-cost deposit viz. CASA in the total deposit base, 

increase Net Interest Margin (NIM), improved Return on Assets 
(RoA) and Return on Equity (RoE), improved asset quality and 
adequate capital. This transformation plan will be supplemented 
by strategic enablers such as product innovation, aggressive 
marketing, increased focus on customer-centric approach, 
simplification of processes, improvement in turnaround time 
(TAT), skill development, institutionalising professionalism among 
the workforce, among others to attain sustainable and profitable 
growth. With this wide-ranging business plan, we intent to carve 
a niche for ourselves and strengthen our position in the Indian 
banking space, in the process further enhancing value for all our 
stakeholders. 

IN
T

E
R

V
IE

W

www.icmai.inOctober 201650 The Management Accountant  l

Shri Kishor Piraji Kharat
MD & CEO of  IDBI Bank



www.icmai.in October 2016 51l  The Management Accountant  

QWhat is your strategy for expanding retail footprint in 
India, given the competition and new entrants in the 
banking market? 

AWith increased focus on retail business, we have 
been relentlessly striving to expand our geographical 
footprints through an optimum mix of brick-and-

mortar branches as well as alternate channels of delivery. The 
Bank had a total network of more than 1,800 branches and more 
than 3,300 ATMs as on July 31, 2016. Apart from the branch and 
ATM network, we are also consciously leveraging on our state-
of-the-art technology to expand and strengthen our alternate 
channels of delivery which are emerging as a preferred banking 
channel. Aside from expanding our ATMs network, we are also 
strengthening our other alternate channels of delivery namely 
internet banking, mobile and tab banking, kiosks, e-lounge facility 
etc. in order to serve our retail customers irrespective of their 
geographical location. The Bank’s alternate channels of delivery 
are designed to deliver a wide range of self-banking services in a 
seamless and secure manner. In our quest to provide 24x7 self-
banking services to our customers, a lot of first-of-its-kind and 
innovative initiatives were rolled-out by the Bank in the last one 
and a half years. Recently, in June 2016, the Bank has launched 
a novel initiative, namely “IDBI Express”, which offers an array 
of transaction services on a real-time basis to the customers 
at a convenient location near to them. The USP of this banking 
solution is that it offers services apart from traditional banking 
services such as Jan Suraksha Schemes, Aadhaar, RuPay based 
transactions, Mudra, Stand Up India, Startup India facilities. We 
are looking at expanding our footprint by expanding the IDBI 
Express network as it allows for scalability at relatively lower cost 
when compared to setting up a branch and ATM. Additionally, we 
have launched a multi-purpose self-service ATM (mini-branch), to 
facilitate issuance of personalised cheques and demand drafts on 
24x7 basis, apart from providing regular ATM services; e-lounge 
facilities, which are essentially self-service branches, at multiple 
locations across the country; a tab banking solution ‘JusTab’ to 
offer the convenience of opening of accounts at customers’ door 
step using a tablet; a mobile wallet application ‘PayApt wallet’ 
which is a one-step, one-stop payment solution for meeting 
payment needs on the go, among others. All these initiatives will 
enable us to better serve the retail segment of our portfolio. 

QTo what extent has IDBI been successful in rural and 
semi-urban banking? 

AIDBI Bank is making steady in-roads in 
expanding its presence in the rural and semi-
urban areas in line with its commitment to the 

objective of financial inclusion. Towards this end, we are scaling 
up our physical presence in semi-urban and rural area. Out of 

the total branch network more than 1800 branches, the semi-
urban and rural branches (including financial inclusion branches) 
accounts for more than 50% of the total branch count of the 
Bank. Furthermore, in 2015-16, we have opened 33 branches in 
unbanked rural centres out of total 141 branches opened during 
the year. Since this accounts for more than 32% of branches 
being opened in unbanked rural centres, we have surpassed the 
RBI stipulation that 25% of new branches opened during a year 
must be situated in such centres. Aside from the traditional brick 
and mortar branches, we have augmented alternate touchpoints, 
including ATMs, to enhance the accessibility to financial services 
even in the remotest corner of the country. In this direction, we 
have leveraged our Business Correspondents (BCs)/ Business 
Facilitators (BFs) network to increase our penetration in rural 
and semi-urban areas. In 2014, we launched a Kiosk Banking 
Solution under our Financial Inclusion Plan (FIP) which enables 
us to reach out to rural masses and bring them into main stream 
banking system more efficiently. Our ‘IDBI Express’ model is a 
unique banking solution that enables customers to bank at their 
chosen time and place beyond banking hours, without having to 
visit a branch. Striving to meet the credit needs of the priority 
sectors, we surpassed the priority sector lending (PSL) target in 
2015-16 with PSL at 40.70% of the ANBC. 

QWhat is your view about credit to SME sector, how 
much of it could become NPA? 

A MSMEs account for 45% of manufacturing 
output and 40% of total exports of the 
country. The sector provides largest 

employment next to agriculture and there is a need to ensure more 
credit flow to this segment. Presently, Govt is focusing more on 
manufacturing and we all know the importance assigned to “Make 
in India” by Honourable Prime Minister. Pradhan Mantri Mudra 
Yojana and Stand-up India are the other initiatives of Government 
that will give a fillip to SMEs. With India emerging as the fastest 
growing economy, I foresee many opportunities for SMEs and 
the sector is likely to witness substantial growth in the coming 
years. No bank can neglect SME sector as this is proving to be a 
profitable business proposition where risk is spread out, returns 
are high and cross selling opportunities are more. During FY 2015-
16, our Bank did extremely well in Micro Segment. This year the 
thrust is on Small and Medium Enterprises, apart from Micro. 
Already we have carried out some structural changes to bring 
more focus on Medium Enterprises. Probably our performance 
under MSME in the current financial year will be one among the 
best in the industry. As far as NPAs are concerned, it is well within 
the limit and does not cause any concern. Well defined simple 
products, processes, monitoring tools and stringent control 
mechanisms are helping us to grow portfolio in a healthy and 
risk contained manner. 
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Q How is the Basel III affecting the profitability of banks? 
Do Basel III  provide for sufficient provisions for 
management of NPA? 

A Basel III framework was designed to address 
the weaknesses of the past crisis and to make 
the banking sector robust enough to face crisis 

situations. To achieve the same, Basel III norms introduced 
amendments to create a suitable defence by improving shock 
absorbing capacity of individual bank and ensure that in case 
of crisis, the banking system as a whole does not crumble. 
Therefore, major thrust is on improvement of quantity and quality 
of capital of banks, with stronger regulator’s supervision, risk 
management and disclosure standards. On account of the above 
factors, the capital requirements under Basel-III have increased 
substantially with introduction of buffers. Keeping in view of the 
fiscal consolidation plan outlined by the Government, the banks 
would have to generate a substantial amount of capital from the 
financial markets. However, the terms and conditions for raising 
capital through Additional Tier-I (AT I) and Tier-II instruments 
have been made more stringent to enhance their loss absorbing 
capacity, which would be impacting their pricing. Therefore, 
considering higher capital holding under Basel III and limited 
capital availability, banks’ cost of capital funding will increase 
significantly. Higher capital funding cost would in turn result 
into lower ROE in addition to forcing the banks to increase the 
cost of lending. This is expected to have double impact – first is 
on return/ profitability and second on business growth. These 
factors may have likely combined impact on economic growth 
and profitability of banks. 

However, on a positive note, the scarcity of resources and 
resultant availability at higher cost, it will force the banks to 
improve their internal management efficiencies. On account of 
higher cost of capital and additional capital requirements, the 
banks have started reviewing their product mix and restructuring 
their balance sheets.. Banks will also focus on core businesses 
and prepare to either amend or exit low-profit and low-growth 
activities to reduce costs to continue operating profitably. Banks 
would be able to increase the quality of their loan-loss provisions 
by eliminating flaws in processes. 

Apart from enhancing the capital requirements to bolster 
banks’ position against shocks, the Basel guidelines also envisages 
appropriate risk weights in case of NPA cases. This depends upon 
the percentage of provision already made so as to ensure 

capital charge in case of lower provision is made. For example, 
risk weight is 150% in case of unsecured portion of NPA (other 
than mortgage/ residential loans) where provision made is less 

than 20% and risk weight is 50% in case of provision made is 
more than 50%. Similar provisions are also incorporated in case 
of residential loans. Considering this, it is felt that although the 
higher provisioning requirements as also increasing risk weights 
for NPAs as per Basel guidelines adversely affect the capital base 
of the banks, the measures will help in enhancing the quality 
and quantity of capital which is expected to build in sufficient 
provisions for management of likely NPAs in future. 

Q When the Public Sector Banks are suffering from NPA 
very badly, interestingly, private sector banks have less 
deterioration in asset quality and have managed to 

maintain their NPAs at low levels. What is the reason behind it? 

A NPA levels have gone up in both public sector banks 
and also in private sector banks, mainly on account 
of the slowdown in global economic growth, stress 

in core sectors and infrastructure, and pro-active classification 
of accounts as non-performing based on the Asset Quality 
Review (AQR) undertaken by RBI. Some of the banks could 
maintain relatively low NPA levels due to their portfolio mix, 
less concentration on stressed sectors and rigorous removal of 
stressed assets from its books by way of Assignment of Debts, 
writing off etc. 

Q India needs large banks to be competitive in the world. 
What steps would you like the government and/or the 
regulator to take in order to achieve this objective? 

A The Narasimham Committee Report in 1991 and 
subsequently, the Narasimham Committee Report 
in 1998 emphasised on the importance of having 

large banks. The Committee recommended a three-tier banking 
structure through the establishment of three large banks with 
international presence, eight to ten national banks and a bevy 
of regional and local banks. As compared to their global peers, 
the Indian banks are relatively quite small even today. India 
critically needs large banks that are globally competitive while 
simultaneously can meet the growing credit demand that is 
expected in such a rapidly growing economy without breaching 
their prudential limits. In India, the situation is unique since aside 
from the small size, the banking sector is dominated by the Public 
Sector Banks (PSBs) which accounts for more than 65% market 
share of the total business of the scheduled commercial banks. 
Hence, the Government as also the Reserve Bank of India (RBI) 
has been promoting consolidation of PSBs to create large banks 
that would be globally comparable in terms of their balance sheet 
size as also as a means to achieve greater economies of scale 
and scope in the sector. Having said that, it is also important to 
note that the consolidation shouldn’t be at the cost of stability 
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CMAs are in a better 
position to gauge the 

probability of default of a 
particular project since it 

entails analysis of financial 
parameters.

which may arise if a too big to fail entity is created. Consequently, 
consolidation should be based on strategic vision driven by 
synergy and creating value for both the banks and not just 
creating an entity of globally comparable size. 

Q In the advanced countries, banks have been rolling 
out project management around the cost efficiencies 
and risk management issues, how far do you think the 

practice has been advancing in India? 

A Wherever the bank takes exposure in the projects, 
we generally engage Lenders Engineers to monitor 
progress of the project with scope including vetting 

the Project cost and certifying the expenditure bill during the 
construction. We are finding these structure supports us in 
effectively monitoring the physical & financial progress of the 
projects. The periodical reports from such agencies help in 
identifying the potential risks in advance and possible mitigants. 

Q What are the prospects for mobile banking in India? 
What are the steps your organization taking to develop 
mobile banking? 

A The widespread use of smart phones in the country, 
coupled with introduction of mobile phone based 
banking applications by the banks, has resulted in 

substantial increase in the mobile banking penetration in the 
country. In March 2016, the volume of mobile transactions 
stood at nearly 5 crore which was valued at over Rs. 57,000 
crore, marking a growth of 150% in volume terms and 239% in 
value terms over March 2015. The stupendous growth in one 
year alone reflects the potential of mobile banking as it enables 
each and every citizen to transact at his/ her convenience. Aside 
from the considerable increase witnessed in the number of 
mobile subscribers, the mobile 
banking scenario has been 
completely revolutionized by the 
introduction of various wallet 
services such as Paytm and 
MobiKwik that allow payments, 
transactions and fund transfer 
to be done using a mobile phone 
as also various services by the 
National Payments Corporation 
of India (NPCI) such as *99# 
which allows for basic banking 
transactions such as balance enquire, fund transfer etc. and 
Immediate Payment Services (IMPS) that facilitates fund 
transfers to mobile numbers or account numbers on a 24X7 via 
a mobile phone. The rollout of Unified Payments Interface (UPI) 

is yet another digital channel for easy, quick and hassle-free 
money transfers and Bharat Bill Payment System (BBPS) which 
will operate as one-stop solution for the bill payment system 
in the country, will further add to the growth momentum in the 
mobile banking space. 

Recognizing this potential, IDBI Bank has introduced 
mobile banking facility as applications on Android and iOS 
platforms, namely, ‘Go Mobile’ as well as browser-based version. 
Furthermore, IDBI Bank also offers SMS Banking facility wherein 
customer can request for information or transact by sending a 
short message in a defined format to a specific phone number. 
The Bank also offers a mobile phone based payment service 
in association with PayMate wherein the mobile phone can be 
used as a payment medium, similar to a credit or a debit card. 
The Bank also has its mobile wallet solution, namely PayApt, 
which enables one click payments directly from a smart phone. 
Aside from these transaction based solutions, the Bank has also 
designed a revolution mobile application, namely Abhay, which 
empowers IDBI Bank customers’ to gain personal control over 
their debit cards and safeguard them against any probable 
fraudulent activities on their debit card by setting defined limits 
on ATM and POS transactions as also enabling switching on and 
off of the debit card. 

Q What are the biggest challenges for banks today 
that you wish the Government and RBI to address 
immediately? 

A One biggest challenges confronting the Indian banking 
sector, especially public sector banks (PSBs), is the 
asset quality. Asset quality of the bank’s came under 

pressure due to exposure to certain sectors facing prolonged 
period of stress. This resulted in higher provisioning by the bank’s 

which adversely impacted their 
profitability. However, various 
positive developments such as 
improved economic outlook, 
incipient signs of recovery in 
operating environment for few 
of the credit intensive sectors, 
initiatives by the RBI such as the 
S4A, among others are expected 
to improve the asset quality 
over the short to medium term. 
Furthermore, implementation of 

the Bankruptcy Code is expected to improve the bank’s recovery 
initiatives over the long term. 

Capital adequacy is yet another challenge, especially for public 
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sector banks (PSBs), in view of the implementation of Basel III 
norms as well as expected uptick in credit demand. Capital 
requirement for PSBs is estimated at Rs. 1.8 lakh crore till FY2019 
out of which Rs. 70,000 crore will be infused by the Government. 
Most of the PSBs are finding it difficult to generate capital 
internally due to increased pressure on asset quality. This has 
necessitated them to explore external funding options including 
Additional Tier-1 issuance, equity capital markets etc. to raise 
capital. Nevertheless, capital infusion by the Government, various 
policy reforms, improving operating environment, stringent NPA 
management and risk controls, among others measures are 
expected to improve the market valuation of PSBs, going forward. 
This along with proceeds from sale of non-core assets is expected 
to enable the PSBs to raise fund from the market to meet their 
capital requirements. 

Q In which areas would you like to focus more to maintain 
a sustainable growth of your organization in this 
industry? 

A Among other areas, we are focussing on manifold 
expansion as well as diversification of business 
of IDBI Bank. Towards this direction, we have put 

in place a transformation plan which envisages doubling the 
Bank’s business to Rs. 10 lakh crore by end-March 2020. To lend 
sustainability to the targeted growth, we will focus on augmenting 
the share of business from the retail as well as priority sector 
segment. The efforts have already begun to pay off as the 
business mix as at end-March 2016 showed rebalancing in favour 
of retail and priority sector. At the same time, we will leverage our 
expertise in industrial and infrastructure financing that we have 
accrued to extend advisory services that will provide a boost to 
the fee income of the Bank. Being a responsible corporate entity, 
we have played a pioneering role in the Indian banking sector 
in the area of environmental banking by taking initiatives for 
funding of green projects based on clean technologies to ensure 
sustainable growth in the country as well. In 2015-16, we became 
the first public sector commercial bank to raise US$ 350 million 
through green bonds in November 2015 for financing green 
projects. 

Aside from this, we will focus on improving the asset quality 
of the banks. With concerns over asset quality dominating the 
headlines for PSBs, we have, in addition to ensuring recovery from 
the existing NPAs, put in place stringent risk management and 
mitigation measures to reduce the probability of default. 

Q What roles could professionals like Cost and 
Management Accountant play to help the banking sector 
in checking this NPA and enhancing  performance? 

A Cost and Management Accountants (CMAs) play 
a critical role at various stages of project financing, 
including in preventing as also resolving NPA issues. 

Acting as an intermediary between the banks and the corporates, 
the CMAs are in a better position to gauge the probability of 
default of a particular project since it entails analysis of financial 
parameters. Thereby, they can advise banks on credit risk involved 
in financing a particular project. Furthermore, in the event of a 
loan turning bad, the CMAs would be in a position to advise both 
the bank and the corporates on a viable and sustainable remedial 
measure, thereby helping to resolve the stress. 

CMAs, with their specialized professional skill and expert 
knowledge and analytical capabilities can provide an in-depth 
service in various operational areas of banks such as risk 
management, including credit risk, operational and market risk 
management, risk profiling and swot analysis of clients, risk 
assessment for project evaluation, project techno-economic 
feasibility studies and project monitoring, borrower credit 
appraisal and working capital assessment, borrower security 
evaluation and stock audits, asset and liability management 
system and management information system, business valuations 
and asset valuation, among other areas. Additionally, CMAs can 
prove to invaluable in designing and pricing of banking products as 
services as they are in a position to consider the risk, reward and 
resource allocation aspects for each client. They can also guide 
clients, especially from the SME segment, regarding products and 
services which will be best fit for them. 

Q It has come to news that IDBI is ready to become a 
back office for many other banks. What are your views 
regarding this? 

A Most of the commercial banks today are indulging 
in financing to long-term projects besides lending 
for commercial activities, which they used to focus 

exclusively few years ago. However, quite a few commercial banks 
are facing skill shortage in credit appraisals. This is indirectly 
leading to weak appraisal and stress in asset quality. IDBI Bank 
has a long and glorious history of being the apex Development 
Financial Institution (DFI) in the industrial and infrastructure 
financing space spanning for over four decades. As a consequence, 
we have developed our core competency in areas such as project 
appraisal, loan syndication, underwriting and advisory services. To 
capitalise on this, we propose to offer these services and thereby, 
augment the fee income earned from rendering such services. 
Besides providing risk contained appraisal, it would be adding to 
the profitability of our Bank and would also lend sustainability 
to the operations by broad-basing the income across low  
risk avenues. 
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