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• SFBs reported annualised growth of 33% in assets under management in 9M FY2019 to 

Rs. 64,325 crore as on December 31, 2018 (17% growth in FY2018) 

• Asset quality indicators improved with gross NPA at 5.8% as on December 31, 2018 (2.1% 

as on December 31, 2018, excluding one large player)  

• Good progress on deposit mobilisation with deposits—mostly bulk—accounting for 54% 

of the borrowings, as on September 30, 2018 

• Cost of funds has reduced despite the rate offered on deposits being 100-150 bps higher 

than that offered by other full-service banks 

• Good liquidity profile supported by shorter-tenor assets and high share of non-callable 

long-term deposits from FIs like NABARD, SIDBI and MUDRA 

• Good capitalisation indicators 

• Several SFBs are owned through holding company structures; as per RBI guidelines, they 

will have to be listed before completion of three years of commencing operations 

• Setting up and upgradation of existing branches, systems upgradation, and hiring of 

manpower has kept the operating expense ratios high; however, some signs of 

moderation are visible with marginal reduction seen in 9M FY2019  
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SFBs reported annualised growth of 33% in the assets under management 

(AUM) in 9M FY2019 to Rs. 64,325 crore as on December 31, 2018 (17% 

growth in FY2018). The pace of growth has picked up as operations have 

stabilised and most SFBs have made considerable progress on branch 

stabilisation. SFBs have also been able to diversify their product mix, which 

has led to a decline in the share of microfinance as an asset class to 44% of 

AUM as on December 31, 2018 from 60% as on March 31, 2017.  

The asset quality indicators of SFBs improved with gross NPA at 5.8% as on 

December 31, 2018 (9.0% as on March 31, 2018). However, if we were to 

exclude one large player, an outlier in terms of asset quality, the overall 

gross NPA was lower at 2.1% as on December 31, 2018 (3.1% as on March 

31, 2018).  

 

The overall capitalisation levels of SFBs have been good, supported by 

regular capital infusions into most of the entities. However, since several 

SFBs are owned through holding company structures, as per RBI guidelines, 

they will have to be listed before the completion of three years of 

operations. This would have to be worked out as some SFBs are approaching 

the three-year timeline in FY2020. Moreover, the promoters’ stake would 

have to be brought down to 40% or lower, within five years of operations, so 

that would also need to be worked out. 

 

 

 

 

 

SFBs have made good progress on deposit mobilisation with deposits accounting for 

54% of the borrowings, as on September 30, 2018. Nevertheless, most of these are 

bulk deposits and certificates of deposits, as developing the retail franchise will take 

longer. The cost of funds for SFBs declined, supported by the higher share of funding 

from financial institutions (FIs) and deposits, despite the rate offered on deposits 

being 100-150 bps higher than that offered by other full-service banks.  

On the liquidity front, SFBs have been able to maintain a favourable asset liability 

maturity profile supported by shorter-tenor assets and high share of non-callable 

deposits raised by them. Further, like other scheduled commercial banks (SCBs), SFBs 

are eligible for additional liquidity support including interbank limits and have access 

to the call money market as well. While these factors support the near-term liquidity 

position, ability to develop a strong franchise and hence, a retail deposit base is 

critical from a long-term perspective. All SFBs are eligible for deposit insurance, which 

enhances their ability to mobilise retail deposits as this provides more confidence to 

retail depositors and can help maintain stability of retail deposits. 

Owing to the focus of SFBs on higher-yielding asset classes, portfolio yields and net 

interest margins continue to be higher than that of SCBs. Net interest margins have 

improved owing to high lending yields and reduction in cost of funds as share of 

deposits in overall borrowings has increased. The setting up and upgradation of 

existing branches, systems upgradation, and the hiring of manpower have kept the 

operating expense ratios high. However, signs of moderation were visible with a 

marginal reduction in 9M FY2019. The overall profitability of the SFBs improved 

(except for one player), supported by higher NIMs and lower credit costs.   
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