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Bank of America’s Septem-
ber Global Fund Manager
Survey (FMS) said global
sentiment had improved for
the first time since June on
hopes of a soft landing for
the US economy amid Fed
rate cuts.

FMS investors lowered
cash levels to 4.2 per cent
from 4.3 per cent, with a soft
landing forecast by 79 per
cent of investors. 

Fifty two per cent of FMS
investors believe there will
be no recession for the US
economy in the next 18
months. 

Forty per cent of FMS in-
vestors view US recession as
the biggest tail risk and net
42per cent, expected a
weaker economy.

September saw FMS in-
vestor risk appetite at an 11-
month low, with net 23per
cent of investors saying that
they would take lower than
normal risk levels. Investors
believe that global monetary
policy is too restrictive, on
par with levels last seen in

the GFC and dotcom bubble.
Ninety per cent of FMS in-
vestors think that yield
curves will steepen, the most
on record.

APAC ex-Japan economic
outlook crashed to its weak-

est level in two years, with
net 23 per cent of the parti-
cipants seeing a weaker eco-
nomy 12 months out versus
net 22per cent seeing a
stronger economy in August. 

Macro pessimism was
centered on China, with net
18per cent expecting a
weaker Chinese economy
and short China the most
crowded trade. 

Japan (net 45 per cent
overweight) stays the fa-
vourite market in the region,
followed by India (25 per
cent). China (-33 per cent)
remains the most unloved. 
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Global sentiment improves on
hopes of soft landing: BofA FMS 

HIGH HOPES. 52 per cent of FMS investors believe there will
be no recession for the US economy in the next 18 months 

FMS investors
lowered cash
levels to 4.2 
per cent, with a
soft landing
forecast by 79 per
cent of investors

The Reserve Bank of India is
unlikely to immediately fol-
low US Fed in cutting the
repo rate as its actions are
primarily determined by do-
mestic growth-inflation con-
ditions and outlook.

The US Fed slashed its
benchmark lending rate by
50 basis points to 4.75 per
cent-5 per cent on Wednes-
day, its first reduction in
more than four years, as it
gained greater confidence
that inflation is moving sus-
tainably towards the 2 per
cent target, and judged that
the risks to achieving its em-
ployment and inflation goals
are roughly in balance. 

In his June 7th bi-monthly
monetary policy review, RBI
Governor Shaktikanta Das
noted that there is a view
that in matters of monetary
policy, the Reserve Bank is
guided by the principle of
‘follow the Fed’. “I would like

to unambiguously state that
while we do keep a watch on
whether clouds are building
up or clearing out in the dis-
tant horizon, we play the
game according to the local
weather and pitch condi-
tions.” 

RBI ACTION

“In other words, while we do
consider the impact of mon-
etary policy in advanced eco-
nomies on Indian markets,

our actions are primarily de-
termined by domestic
growth-inflation conditions
and the outlook,” Das said. 

INDEPENDENT VIEW

Referring to the 50 bps cut in
the Fed Funds rate as rather
brave, Soumya Kanti Ghosh,
Group Chief Economic Ad-
viser, State Bank of India, ob-
served that RBI may disasso-
ciate from the interest rate
developments in the US and
may take independent view
on the domestic rates based
on evolving conditions. 

Domestic conditions are
paramount and with robust
growth higher than potential
output, a case for pause ex-
ists, he said, adding that this
is further supported by the
fact that the impact of a weak
dollar on international com-
modity prices and its pass
through on Indian economy
may evolve in coming days. 

Additionally, the better li-
quidity position may provide
the cushion to the central
bank to ensure that the fin-

ancial system can support
the festival demand for
credit. “As such, we don’t an-
ticipate any rate action by
RBI in calendar 2024.

“An early 2025 rate cut
(February) looks the best bet
as of now. 

“We still believe that li-
quidity challenges will re-
main for the banking sector
with Government cash bal-
ances progressively moving
out of the banking system
with a move towards just-in-
time mechanism,” Ghosh
said. 

EMERGING MARKETS

Madhavi Arora, Chief Eco-
nomist, Emkay Global Fin-
ancial Services Ltd, said the
RBI still has room to priorit-
ise domestic dynamics. 

The outsized cut by the US
Fed has given Emerging Mar-
ket Economies in Asia room
to proceed with their own
easing cycles, with the Bank
of Indonesia delivering a 25
bps cut earlier in the day, she
said. 

RBI not to follow Fed; domestic
dynamics to determine rate cuts
POSITIVE PICTURE. Better liquidity position may provide a cushion to the central bank
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V Vaidyanathan is IDFC
First Bank’s MD 

Mumbai: The Reserve Bank of
India on Thursday approved
the re-appointment of V
Vaidyanathan as MD and CEO
of IDFC First Bank for a period
of three years e�ective from
December 19, 2024, to
December 18, 2027.
Vaidyanathan worked with
Citibank and ICICI Bank before
founding Capital First. OUR BUREAU

QUICKLY.

NowPurchase secures
funding of $6 million

Kolkata: NowPurchase, a
SaaS-enabled marketplace for
metal manufacturers, on
Thursday announced that it
has secured a funding of $6
million that includes both
equity and debt.
The majority of the funds were
raised through equity, with Info
Edge Ventures leading the
round, according to a
statement. OUR BUREAU

Finance Minister Nirmala
Sitharaman on Thursday
said the banking sector had
to play a crucial role in driv-
ing the agenda of making In-
dia a developed nation or
Viksit Bharat by 2047.

Sitharaman was speaking
at an event here to mark the
90th Foundation Day of the
Bank of Maharashtra.

“Banks will have to play a
crucial role in driving the
agenda set by the Prime Min-
ister and by your role, we are
going to give greater mo-
mentum to achieving this
dream,” she said.

Sitharaman said banks

would be required to give
strong momentum to the in-
frastructure sector, ensure
the availability of need-based
funding to MSMEs, bring un-
banked population under the
ambit of formal banking
channels, and help increase
insurance penetration.

She noted that technology

was changing the banking
landscape as it provides a se-
cure and easy-to-navigate di-
gital banking experience to
all customers.

However, she added, “You
(banks) cannot have a digital
system which somewhere
gets hacked, and the entire
system and the trust which is

laid on it getting comprom-
ised. So you need to have a
robust and resilient system
for which every now and
then you need to make sure
that the firewalls are ad-
equate, any emergency drill
which you need to do, what if
situation so you know to
handle if there is an emer-
gency in terms of digital in-
secure incidents.”

ROLE OF UPI

The Minister also high-
lighted the rising popularity
of the UPI in driving digital
payments, saying 45 per cent
of all real-time digital pay-
ments globally take place in
India.The UPI was opera-
tional in seven countries, she
added. 
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Finance Minister Nirmala Sitharaman at the 90th Foundation Day
of the Bank of Maharashtra in Pune on Thursday

Banks should play a major role in driving 
PM’s agenda, says Finance Minister

Banks are launching new, in-
novative deposit schemes
which o�er higher rate of in-
terest and also resemble cap-
ital market instruments like
liquid funds and systematic
investment planning (SIP) to
regain customers lost to
equity market.

Jana Small Finance Bank,
for instance, on September
19 launched a “Liquid Plus”
fixed deposit product which
o�ers interest rate of 6.75 per
cent for tenures ranging
from 7 to 180 days. “The rate
is applicable for the min-
imum deposit amount of ₹10
lakhfor retail deposits up to

₹3 crore and above ₹3 crore
to ₹200 crore for bulk depos-
its per customer,” the lender
said in a release.

The liquid plus fixed de-
posit, makes short-term de-
ployment of funds easier and
attractive with higher re-
turns. The lender undertook

this step based on the feed-
back from customers seeking
placement of short term
funds. The scheme is tar-
geted for both retail and
high-net-worth individuals
(HNIs), and corporates seek-
ing short term investment
options with muted risk. 

MORE FEATURES

Apart from o�ering high in-
terest rates, this product en-
ables features like T+0 re-
demption, availability of
partial withdrawal feature
without charge and instant
overdraft facility. Analysts
say more lenders are expec-
ted to roll out such products
to counter deposit mobilisa-
tion challenge. The funds will
bring in much needed short

term capital for banks, espe-
cially when savers are in-
creasingly becoming in-
vestors in the capital market.

Bank of Baroda (BoB) MD,
CEO Debadatta Chand said
the bank recently renamed a
recurring deposit product as
systematic deposit plan
(SDP), which o�ers modest
returns, and it also resembles
the popular SIP schemes
o�ered by mutual funds. Ac-
cording to BoB website, some
of the features of SDP
scheme include allowing
monthly contribution of just
₹50 in rural and semi-urban
areas, 1 per cent higher rate
of interest for senior citizens,
instant loans and an over-
draft facility of up to 95 per
cent of the deposit amount.
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The funds will bring in much-
needed short-term capital 
for banks ISTOCKPHOTO 

Banks launch innovative, high-yielding
products to prop up deposits 

Domestic financial condi-
tions were tighter in August,
relative to July, Crisil’s Fin-
ancial Conditions Index
(FCI) shows. 

The gauge, which captures
India’s major market seg-
ments, moderated to 0.5 in
August from 0.8 the previous
month. Global investors are
readjusting to the diverging
economic trajectories and
monetary policies of major
economies. 

While the Federal Reserve
(Fed) has cut rates from
September, Bank of Japan
(BoJ) hiked its rate at July-
end, which triggered the un-
winding of ‘yen carry trade’
and disrupted global finan-
cial flows in August.

Investors factored in signs
of weakness in the two
biggest economies — the US
and China — which led to a
decline in crude prices,

weaker US dollar, and easing
US bond yields.

CREDIT GROWTH

“These wide-ranging global
developments helped some
of the segments of India’s
markets and hit the others.
Foreign Portfolio Investors
(FPIs) inflows reduced in
August, hitting equity mar-
ket the most, while the rupee
depreciated mildly. How-
ever, the bond market, which
benefited from falling crude
prices and US yields, and the
continuing e�ects of India’s
inclusion in the JP Morgan
Emerging Market Bond In-
dex, handled the global tur-
bulence better,” Crisil said. 

Domestic factors re-
mained supportive as sys-
temic liquidity conditions
improved and bank credit
growth remained strong. 

FPI INFLOWS

FPIs remained net-buyers in
Indian markets in August,
but net inflows declined to

$3 billion from $5.8 billion in
July. 

The equity segment saw a
significant decline in net FPI
inflows, from $3.9 billion to
$0.9 billion, due to increased
volatility in equity markets.
The debt segment saw ro-
bust inflows at $2.1 billion,
though it was lower than in
the previous month ($2.7 bil-
lion) 

The rupee depreciated to

83.9 against the US dollar in
August, 0.4 per cent weaker
compared with July (83.6),
led by lower FPI inflows and
a wider trade deficit. 

RISE IN VOLATILITY

Volatility increased in Au-
gust, with the Volatility In-
dex averaging 14.9 in August
(vs 13.9 in July) due to the
unwinding of yen carry trade
and US recession fears. The
benchmark indices S&P BSE
Sensex and Nifty 50 were
broadly unchanged on aver-
age, rising 0.1 per cent and
0.5 per cent, respectively. 

LENDING RATES UP

Some bank lending rates
inched up in August, com-
pared with July. 

The one-year marginal
cost of funds-based lending
rate (MCLR) increased to 8.9
per cent from 8.85 per cent,
while the auto loan rate was
up 1 bp averaging 9.82 per
cent. Deposit rates were
stable at 6.86 per cent.
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Global investors are
readjusting to the diverging
economic trajectories and
monetary policies ISTOCKPHOTO 

Flux in global markets tightens domestic
financial conditions in August: Crisil Index 

Besides growing advances a
little slower than deposits,
HDFC Bank has zeroed-in on
big-ticket loan securitisation
to moderate its credit-de-
posit (CD) ratio.

This can be inferred from
the fact that India’s largest
private sector bank will be as-
signing a pool of car loans ag-
gregating about ₹9,000 crore
to the India Universal Trust
AL1 in an asset-backed secur-
ities transaction. 

The Trust, in turn, will is-
sue pass through certificates
(PTCs) to investors, includ-
ing banks and mutual funds.

India Ratings and Re-
search (Ind-Ra) has assigned
the India Universal Trust
AL1 a provisional rating of
“AAA (Structured Obiga-
tion)/Stable” for its three
series of PTCs – Series A1 (
₹3,500 crore), Series A2
(₹1,800 crore) and Series A3
( ₹3,762 crore).

The provisional rating of
the Series A1, A2 and A3

PTCs addresses the timely
payment of interest and
timely payment of principal
to the PTC investors as per
transaction documentation,
Ind-Ra said. The Series A1, A2
and A3 PTCs are time-
tranched with Series A1 PTCs

expected to be fully redeemed
first (September 20, 2026) fol-
lowed by Series A2 PTCs (July
20, 2027), and Series A3 PTCs
(September 20, 2030). 

In securitisation, an identi-
fied pool of homogeneous as-
sets are packaged together
and sold to a special purpose
vehicle, which in turn issues
PTCs as financial instruments
to investors. 

C-D RATIO

Banks will grow advances a
little slower than deposits, In
a letter to shareholders in July
2024, HDFC Bank MD & CEO
Sashidhar Jagdishan said the
bank will grow its advances a
little slower than deposit
growth to bring down the
credit-to-deposit (CD) ratio
to pre-merger levels. 

Pre-merger, the CD ratio of
the bank was at 80-85 per
cent. HDFC merged with
HDFC Bank with e�ect from
July 1, 2023. Post-merger,
HDFC Bank’s CD ratio was at
about 104 per cent as at
March-end 2024.

A CD ratio above 100
means that a bank’s asset cre-

ation (credit) has run ahead
of liabilities accretion (de-
posits). So, besides deposits,
it is supporting asset creation
with alternatives such as
bonds.

LIQUIDITY BUFFERS

“It is our endeavour to bring
down the credit-to-deposit
ratio to pre-merger levels
and our focus would be to
maintain adequate liquidity
bu�ers, repayment of
erstwhile HDFC borrowings
as and when they mature, in-
cluding weighing any prepay-
ment opportunities that may
arise, and pursuing profitable
sources of lending,” Sashid-
har said.

PROFITABLE GROWTH

More recently, in an analyst
call, he emphasised that the
bank’s focus is going to be on
profitable growth and not
just on growth.

“And yes, in the bargain, it
is in our interest to bring
down the loan-deposit ratio
much faster than what one
would have anticipated,” he
added.
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HDFC Bank to securitise car loans worth ₹9,000 cr 

HDFC Bank will
be assigning a
pool of car loans
aggregating about
₹9,000 crore to
the India Universal
Trust AL1 in an
asset -backed
securities
transaction
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