INTERVIEW: YM DEOSTHALEE

CHAIRMAN & MD, L&T FINANCE HOLDINGS

Investment-led credit growth may be some distance away’

ALTHOUGH  consumption-led
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year; both in urban and rural
markets, investment-led credit
growth may be some distance
away according to
'YM Deosthalee, chairman and
managing director at L&T Fi-
nance Holdings. Deosthalee tells
Pranay Lakshminarasimhan,
he expects infrastructure debt
Jfunds to contribute to the compa-
ny’sgrowth.

‘What is your outlook for 2016
in terms of overall credit
growth?

‘Whilewe could see consumption-
ledgrowthboth inurbanandrur-
al markets, investmentled
growth isgoing to be limited pri-
marily becausethere isnotgoing
tobemuch investment by the pri-
vate sector. The reasonsare well-

fact that th sector is
notdoing well and there is excess
capacity. That's the situation
globally. Second, in infrastruc-
ture, several developers are cur-
rently going through painand do
not have the financial muscle to
putinequity intoprojects.So, un-
less some new developers come
in, it willnot bea very easy road
for investments.

‘What about big-ticket sectors
like power orsteel? Will higher
prices help?

Steel isnotonly aboutprices, itis
about excess supply and large
global capacity. So, therefore,
there's little room for improve-
ment and investments will take
time even if prices rise. In the
power sector, the the problem is
not necessarilyingeneration but
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intransmissionanddistribution.
‘We need to quickly complete the
transmission networks andmake
sure distribution is efficient so
that losses are reduced. Discoms
have to profitable and their past
problemsresolvedand that'swhy
apackagehasbeenannouncedre-
cently. New investments in power
capacity will depend on the econ-
omy, demand for power and on
how efficiently thegrid operates.

How are infrastructure debt
funds coming along?

It's a very good product that will
provide growth for NBFCs like
ours because is an extremely
goodrefinancing tool for projects
whichare operational.

Firstof all, it is a tax-free enti-
ty and secondly, it has someguar-
antee mechanism and because of
these characteristics, it is nor-
mallya AAAentity

Therefore, the borrower’s cost
islowerand itimproves his equi-
ty IRR (internal rate of return).
Second, given the fact the you
have the track record you can
elongate the tenure, which also
helps the borrower.

‘We have an operational IDF
and since we can now bring in
several sectors into infrastruc-
ture debt fund arena, we hope to
grow very well.

‘What is your outlook on the
tractor fin: ctor?

shouldsay, for NBFCs.If youlend
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Thereisno impedimenttogrowth
as farastractor financingiscon-
cernedbutit isa cyclical product.
A couple of years ago, it did ex-
ceedingly well but this year there
is a negative growth.

NPA, and you make a provision,
that provision is not allowed asa
deductible expenditure for
NBFCs. Whereas, if the banks
‘make the same provision, then it
is allowed as a i

coupled with that, is the drought
situation so the industry isn't
likely to do well and tractor fi-
nancingisrelated to that. So, it is
important to have a basket of
products because if youare only
in one product line, then you get
completely impacted because of
the cycles.

Your view on taxation on pro-
visions made by NBFCs vis-a-
vis provisions made by banks?
We havebeen saying thereisreal-
ly noreason fornot giving thisex-
emption. Deduction actually, T

pe:
diture. So, the tax outgo for the
NBFCs, for the same customer, is
higher than that of the bank.

‘What is RBI's point of view on
thematter?
AsfarastheReserve Bankof India
(is concerned) it is extremely sup-
portive. They have said that there
is logic behind this, that it should
bedone,butitisnotreallyRBI's is-
sue. It isa finance ministry issue.
‘Wehave taken thisupfromtimeto
timeand the finance ministryhas
heard us. T hope something good
comesout in this budget.



