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Lending to infra sector may
see another quarter of stress

L&T Finance Holdings post-
ed a standalone net profit
drop of ?50.18 crore in Q3,
down 73.47% y-0-y, due to
higher credit costs and provi-
sioning for bad loans.
N Sivaraman, president
and whole-time director;
spoketo Shashidhar KJon
thecompany’s performance,
and expectations from the
comingquarters.

Why was there such a
huge dropin net profit?
Theactual net profitdrop
isabout53% orso;and that is
because of an exceptional
item last year. The actual
comparison we need to
make is between the opera-
tional results in the two
quarters. The satisfying
part is that the operational
parameters have been im-
proving. There has been a
50% increase in provisions
for NPAs. Profit after tax, on
anoperational basis, is low-
er by about 7% compared to
thepreviousquarter.

You have said that you are
looking at stress in the
commercial vehicle and
construction equipment
(CV/CE) loan segment
andlarge corporateloans.

How has the performance
beenin these portfolios?
Overall, the aggregate
drop in these segments will
be around 10-12%. The im-
portant point, though, is
that we have been focussing
on the business-to-con-
sumer (B2C) segment,
which is personal vehicles,
tractors and housing. We
have been very -careful
about the CE/CV portfolios
in the last two years. Our
disbursements have been
lower by 30-40% y-o-y. As
these loans will be for about
2-3years, mostof theriskel-
ement would have played
outin ourbalance sheet. Go-
ing forward, we do not see
this being a major issue for
us.
On the mid-corporate
side, we seem to have seen
the peak of badloans. From

here, the risk may not be
very significant. While de-
pendingon theageing of the
NPAs, some additional pro-
visioning may beneeded.

What about the infra-
structure segment?

In the infra book, I do be-
lieve that there will be at
least one more quarter of
stress. And, thereafter; you
might see a gradual im-
provement in the situation.
Whatitmeansisthatthepro-
visioning required for the
next quarter could be simi-
lartothisquarter.

What is your outlook for
the coming quarters?

I think we will be cau-
tious on disbursements to
the corporate CE/CV seg-
ment. We will be positive for
the disbursements to the
B2C segments. We have
grown at about 21 % for the
firstninemonths.Ithink we
should see some decent
growthforthecoming quar-
ters. The net interest mar-
gins have been stable and
they will improve in the
nexttwoquarters.Onacon-
solidated basis, NIMs were
about 5.3% (5.54% in the
previousquarter).



