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■  India is a country of over
1.2 billion people, but if you 
look at the credit card num­
bers, they add up to only 
about 17.54 million, while 
debit cards add up to about
273.5 million? Why is the 
retail growth slow?
The m indset in India is not 
to buy too m uch  on credit. 
Since debit cards are of­
fered with a savings account 
m any custom ers own a 
debit card, bu t they do not 
use them  at POS terminals, 
but use them  only to w ith­
draw cash from ATMs. The 
im portan t factor for both 
the cards is the am ount of 
spends on them . After the 
2008 global financial crisis, 
banks shied away from 
growing the ir unsecured  
loans due to delinquencies. 
That phase is behind us and 
I th ink  the portfolio will 
grow at an aggressive pace.

HDFC Bank is one o f 
the few banks with a 
consistent growth o f 
30per cent and less than 
1 per cent delinquency 
on total advances. More 
than half the bank’s 
revenues come from the 
retail lending book, 

which is dominated by 
commercial vehicle 
finance, auto loans, 
personal loans and 
credit cards. Mondal 
tells Manju AB about 
the challenges and 
opportunities for Indian 
banks in the retail 
space. Excerpts: > >li;i.cf

■  Public sector banks with 
their larger networks are get­
ting agile in retail lending. Is 
competition getting stiff?
Private sector banks always 
had competition from peers.
In the past two years, we 
have seen stiff competition 
from even public ' sector 
banks. Branch networks in 
themselves do not mean any- |  
thing if one does not have the 5  

service to match, reduced 
turnaround time and cross- 
selling opportunities. Even 
while growing the retail book, 
banks have to look at the 
credit cost adjusted yield. Re­
tail lending is risky as the 
probability of delinquencies 
are higher as are the expens­
es to run an account. So it is 
not a story on NIMs alone. 
Banks also have to look at the 
return on assets.

■  What segments of retail 
are you bullish about? Of 
late HDFC Bank has been 
growing its unsecured book?
O ur secured to unsecured 
ratio is about 80:20. This 
has been our ratio in term s 
of portfolio size over a sus­
ta ined  period of tim e, so 
there is no single segm ent 
th a t the  bank is focussing 
on. We have gone into wider 
geographies and our distrib- 
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We are focussing on faster 
turnaround time while pro­
cessing loans and personal 
customisation of products.

■  The RBI has been under­
taking a number of initia­
tives for customer protec­
tion. What are banks like 
yours doing to be fair to the 
customer?
The initiatives that RBI has 
directed banks on tran s­
parency are im plem ented 
both in letter and spirit as 
this is good initiative for 
business in general. A satis­
fied customer is a long-term 
customer. Prepaym ent fee 
was only a fee income, doing 
away with it will not im pact 
the bank’s margin. Only 
from an asset liability point

so a balance has to be 
achieved between the two.

■  What are the opportuni­
ties for retail banking in 
India?
India is one of the few coun­
tries where we expect the 
GDP to grow at the rate of 9 
per cent in the next 5 to 10 
years. Given the kind of distri­
bution of wealth across cities 
and if the credit bureaux pen­
etrates deeper into Indian 
markets there will be expo­
nential growth in retail lend­
ing. Another factor boosting 
growth in this segment will be 
the overall profile of our work­
force, which is dominated by 
people below 30. This seg­
ment takes loans for cars and 
homes. The assets side for In-
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Retail lending is 
risky as the 

probability of 
delinquencies is 
higher as are the 

expenses to run an 
account

the 45 to 60 years age group. 
Normally, older people prefer 
not to take loans. The kind of 
urbanisation that took place

of view there should not be a 
m ism atch. Banks cannot 
reprice liabilities (deposits) 
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dian banks, and for HDFC 
Bank, is dominated by a 
young population and the lia-

1 'bffltifis side tty <MdbtJ]pediite'in
in Asian countries like Hong 

>' Rohg " iirtd China ' has 'riot

taken place in India, but it is 
certainly happening, opening 
up good opportunities for 
banks.

■  What are the challenges? 
The semi-urban and rural 
areas are used to defaulting 
and getting loan waivers 
from the government, espe­
cially on agricultural loans? 
The credit bureaux have to 
expand, otherwise it will be 
a financial drain on banks. 
The challenges are on logis­
tics, operating costs and the 
wide swings in the in terest 
rates. Younger people who 
take loans, should not be so 
overleveraged that they live 
beyond their m eans and are 
unable to repay the banks. 
Cost to income of the banks 
need to remain low with one 
custom er giving more than 
a single business.
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