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PNB Scouting for Partner to Build
its M&A Financing Portfolio: CEO

Bank in talks with global funds; mobilises $425 m in spl FCNR (B

Dheeraj Tiwari

New Delhi: Punjab National Bank
(PNB) is scouting for a partner to
develop its merger and acquisition
financing portfolio and is in dis-
cussion with some international
funds, chief executive Ashok
Chandratold ET. The bank aims to
garner $2.5 billion in special FCNR
(B) deposits and has already mobi-
lised around $425 million.

Chandra also said the bank'’s cor-
porate loan book would exceed ¥4
lakh crore this fiscal, while it con-
tinues to focus on the renewable
energy segment, including finan-
cing opportunities in building
hydrogen capacity and upcoming
smaller nuclear units.

“On M&A financing, aboard-app-
roved policy is now in place as of
last month, and we are looking for
some good partnerships with some
other banks,” Chandra said.

PNB will start looking for some
opportunity in the segment from
the third quarter of thisfiscal year.

India’s banking regulator has al-
lowed local lenders to fund corpo-
ratetakeoversfromthisfiscal year,
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opening up a revenue stream hit-
herto dominated by overseas
banks or bulge-bracket private
equity funds.

The Delhi-based lender Saturday
posted a three-fold jump in its net
profit at 5,253 crore for the first
quarter of this fiscal. Chandra sa-
id that as the bank migrated to the
newtaxregime, the taxliability de-
creased by ¥3,358 crore, which di-
rectly added to the bottom line.

“We have reduced operating cost,
non-interest income has increased,

CEO, PNB

and we have got very good traction
from these activities,” he said.

CREDITDEMAND

Loan growth in retail was 17.5%,
MSME at 20%, agri-priority sector
at 16.4% and the corporate book
has grown by 10%

Chandra said the bank has taken
upon renewable energy as a cham-
pion sector and is growing at more
than 30% YoY in this particular
area. “Whatever new product that
comes, like nuclear, smaller units

) deposits, targets $2.5b

or even hydrogen capacity, in all
those areas we are equipping our-
selves, and we will participate in
those activities,” he said.

Chandrasaid despite the ongoing
West Asia crisis, the Indian econo-
my is very resilient, which is also
reflected in the bank’s books.

“We are seeing the lowest stress
for the last several years. Slippa-
ges have come down from 0.71%
last year to 0.68%; overall SMA
stands at 2.9% of the overall loan
book. As of now, absolutely, we
are not seeing any impact in any
of thesectors,” he said.

On the El1 Nino impact, which can
impacttheloansintheagriculture
sector, Chandra said only in the
third quarter will they be in a bet-
ter position to explain the impact
which is going to happen, as mon-
soons often get delayed. “But if the
situation doesn’t improve, defini-
tely going forward there will be so-
mechallenge intheagri-relatedac-
tivities,” he noted.

On overall recoveries, PNB has
setatarget of 13,000 crore this fi-
scal and already made recoveries
of around2,800 crore in the first
quarter.
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PNB rides CD ratio
cushion, skips
deposit chase

PNB rides CD ratio cushion, skips deposit chase

aggressively chase deposits despite loan growth

%Puniab National Bank (PNB) does not plan to

outpacing deposit mobilisation, with the
state-owned lender saying its current credit-deposit (CD) ratio
gives it enough headroom to sustain credit growth without
straining funding. Following the release ofits financial results
for the first quarter of 2026-27 (Q1FY27), PNB Managing Director
and Chief Executive Officer Ashok Chandra outlined the state-
owned bank’s priorities in a video interview from New Delhi
with Krity Ambey. Edited excerpts:

The bank’s credit growth
was 12.7 per cent, while
deposit growth was
8.5 per cent in Q1. How do
you plan to bridge that gap
without putting further
pressure on margins?
®  QurCD ratio was around
73 per cent even with 8.5 per
cent deposit growth. The CD
ratio can expand by at least
another 3-4 percentage
points while deposit growth
remains at the current pace.
After that, we will look to
ramp up deposit growth to 10
per cent.

Deposit growth of 8.5-9
per cent is ideal to support
credit growth of 12-13 per

cent for another one or two
quarters. We will ensure
there is no mismatch in any
of our parameters.

This year’s pace of credit
and deposit growth is
absolutely sustainable. Once
our CD ratio reaches around
77 per cent, we will look to
ramp up deposit growth.

With credit and deposit
growth continuing at this
pace, when do you think
your CD ratio is likely to
reach around 77 per cent?
®  We may reach that level
by the end of the 2027-28. By
the end of FY27, our CD ratio
will be 75-76 per cent.

You have mobilised around
$420 million in deposits
under the foreign currency
non-resident (bank), or
FCNR (B), scheme and are
targeting $2-2.5 billion by
September-end. Do you
expect these deposits to
become a meaningful
source of funding?

m Thatisalsoone of our
deposit mobilisation strat-
egies. We expect that any
deposits that mature will be
replenished by FCNR (B)
deposits. All these deposits
have tenures of three to five
years, so they will provide us
with very stable deposits for a
long period at a reasonable
cost. Instead of mobilising
bulk deposits, we will use
FCNR (B) deposits as a tool.

You have reiterated your net
interest margin (NIM) gui-
dance of 2.6-2.7 per cent
despite the Q1 margin
comingin at 2.5 per cent.
Which factors do you expect
to drive the recovery over

CCINSTEAD OF MOBILISING
BULK DEPOSITS, WE WILL
USE FCNR (B) ASATOOL »

Ashok Chéndra, PNB MD & CEO

the remaining quarters?

®  Oneisthe cost of deposits.
We are being very mindful
while raising deposits, and in
Q1 we stayed completely out
of the market for bulk deposits
and certificates of deposit. We
have consciously kept deposit
growth at 8.5-9 per cent. Our
guidance for FY27is 9 per cent
deposit growth. So we are
going to maintain the

required level of deposit
mobilisation. Even with 8.5
per cent deposit growth, our
CDratio is still 73.4 per cent.
So we have enough room to
grow our credit portfolio at
this pace of deposit growth.
Second is the repricing we
are undertaking in the credit
portfolio. [ am very confident
about an improvement in
yields on advances. The cost
of deposits has come down
substantially. This strategy
will continue for alonger
period, so we expect some
improvement in NIM and net
interest income (NII).

Looking ahead to the rest
of FY27, what will be PNB’s
top priority?

®  Managing margin press-
ure is the bank’s top priority.
We aim to achieve NII growth
of 7-8 per cent and operating
profit growth of 9-10 per cent,
both of which are reflected in
the NIM.

More on business-standard.com
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PNB hopetul of achieving net interest margin, FCNR (B) targets

CAUTIOUS MOVE. Deposit growing lower than credit is not a concern, says MD and CEO Ashok Chandra

bl.interview

Shishir Sinha
New Delhi

Despite a growth of just over
2 per centin net interest
income in the first quarter,
Punjab National Bank’s MD
and CEO Ashok Chandra, is
confident of achievinga 7
per cent growthin FY27.
Talking to businessline, he
said deposit growing lower
than credit is not a concern.
Excerpts:

What are the new
initiatives to achieve
the target of $2.5 billion
through FCNR (B)
deposits by September
30, 20262

One is connecting with the
NRIs. We have a large fran-
chise and good NRI base. We
have started connecting all
tools.

We are explaining this
product. Reaching out to the
people is one important
strategy, and second is ex-

plaining the benefits that
NRIs can derive from this.
We are hopeful of achieving
the target.

You have given a
guidance of 7 per cent
for growth related to
Net Interest Income
(NII). However, growth
during the first quarter
was 2.1 per cent. How
are you going to achieve
this?

We have started building
good quality credit book
now and we have come out
from the challenge of having
low-holding advances. Cost
of deposit has started com-
ing down. Mobilisation of
FCNR (B) deposit will re-
duce the cost of deposit be-
cause whatever we are going
to mobilise, it will not carry
the CRR-SLR purpose.

To that extent, the cost of
deposit will come down. We
are working on both the
front — cost of deposit and
yield on advances and I am
expecting that good growth
should happen on the NII

We have started
building good quality
credit book now and
we have come out
from the challenge of
having low-holding
advances.

ASHOK CHANDRA,
MD & CEO, Punjab National Bank

front from now onwards.

Guidance for operating
profit is 9-10 per cent
while growth during
first quarter was 6.2 per
cent. How are you going
to achieve the guidance
for operating profit?
Last year, the bank initiated
three new activities — the
supply chain vertical, cash
management services and
credit card, and these three
activities have started pick-
ing up very well in this finan-
cial year.

For all three verticals, we
have  revenue  targets.
Second is the rejigging of the
balance sheet which we have
done, the low-yielding ad-
vances and all which we have
said. It will also add to the
profitability of the bank.

The operating profit also
will go up. And third, there
has been muted recovery in
the first quarter which is ex-
pected to improve. With all
this we have said that at least
9-10 per cent growth should
happen in the operating
profit.

Your net profit surged
over three times in the
first quarter and one
reason is that last year
your tax Olltgo 'was very
high in the
corresponding quarter.
However,on a
sequential basis, the
growth in net profit
appears to have
plateaued. Is it so?

No. In fact, we are making
some additional cushion like
%390 crore for the ECL pro-
vision in this quarter.

It is a floating provision
we have kept and the entire
floating provision as of today
is¥2,435 crore. This we have
started doing from Q2 on-
wards last year and we have
built a very substantial pro-
vision,

Now all these things will
help us in migration, that
will happen from the first of
April 2027.

If I would have added this
in my net profit, it would
have been more than 5,700
crore. If the opportunity is

We are very
mindful of raising
the deposit in the
bulk segment or in
the CD market. Tt
is not that we are
not getting the
deposits, they are
available.

there, why not keep it for the
future when the migrations
and the challenges are going
to happen, so that there
should be smooth trans-
ition.

Another important as-
pect, is the first quarter of
the last year was challenging
because of the migration
from old tax to new tax re-
gime and that was an aberra-
tion.

Otherwise, Q2, Q3, Q4
and this quarter, there has
been substantial improve-
ments. The bank is consist-
ent in managing these things
and we will deliver the fig-

ures like this in the future
too.

Deposit growth is lower
than credit growth in
your guidance too, is
this a concern?

It is not a concern at all, We
have a deposit growth of 8.5
per centand credit growth of
12.7 per cent in Q1, still my
CD ratio is 73.4 per cent.
This means we have enough
room with this growth to
reach a level of 77-78 per
cent and then only we need
to think of growing at a
faster speed. But we will be
restricting ourselves to grow
at 9 per cent, for which we
have given the guidance.

We are very mindful of
raising the deposit in the
bulk segment or in the CD
market. It is not that we are
not getting the deposits,
theyare available.

However, they come at a
cost and if that is not helping
me in getting the good re-
ward out of that mobilisa-
tion, we are not interested in
mobilising such deposits.
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® ASHOK CHANDRA , MD & CEO, PUNJAB NATIONAL BANK

‘Will use FCNR flows to
retire high-cost deposits’

In an interview, Punjab
National Bank MD & CEO
Ashok Chandra rells Manju
AB about the bank’s FCNR(B)
plans, drive to grow deposits
and plans to enter the

wealth business.

Is the target of gar-
nering $2.5 billionin
FCNR(B)deposits too
ambitious, despite
PNB being one of the
early movers in the game?
We are an agile organisa-
tion and have a good non-res-
ident Indian (NRI) customer
base. We are engaging in vari-
ous activities to reach out to
them through social media,
WhatsApp, and emails. We
havealso planned specificout-
reach programmes. NRIs are
showing a lot of interest on
these deposits,and we are con-
fident of achieving our target
of $2 billion to $2.5 billion.

Some banks are offering cus-
tomers a leverage to borrow
higher than 9 times their
own funds to create FCNR(B)
deposits. Is PNB looking to
join this race?

We are offering a leverage
of 9x and don’t intend to go
above this. There will be vari-
ous levels of leverage and it
will depend on the relation-
shipwith the customer. But
even with a 9x lever-
age, the customers
are able to get good
returns.

Isn’t the pace too

slow as the bank has col-
lected $425 million so far

through this route?
Thingsare moving and itis
a matter of time before large
volumes will start moving
in. Not only for us but
forall the banks in the
country.We are advis-
ing the NRIs on how
beneficial these
schemes are for them,
and they have the budgets

to invest,

How do you plan to deploy
these funds?

We believe that the RBI’s

NRIs ARE SHOWING
INTEREST IN FCNR
(B) DEPOSITS AND

WE ARE CONFIDENT

OF ACHIEVING OUR
$2-2.5 BN TARGET

swap facility will help us get
good rupee depositsand it will
add toliquidity. We will be able
to retire our high-cost
deposits. Systematically, we
have started retiring CDs (cer-
tificate of deposits) which are
getting matured.So,we are not
going to be there in the market
to raise bulk deposits. The
FCNR(B) deposits will supple-
ment all our high-cost
deposits.

Besides, the RBI has lifted
the SLR (statutory liquidity
ratio) and CRR (cash reserve
ratio) requirements on these
deposits. This makes such
deposits very cost effective.

Low-cost CASA (current
account savings account)
growth has been a big prob-
lem area for banks. How are
you tackling this?

There are two components
to this. The bank is doing well
in the current account area
and we have posted a 17%
year-on-year growth in this
quarter. Individual saving
account balance is also grow-
ing well. The challenge which
we have is the institutional
deposits.

What otherlines of new busi-
ness are you looking at?

We will launch our wealth
management services by the
third quarter of the cur-
rent financial year.

(Read full interview
on www.financialex
press.com)
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‘RENEWABLES, DIGITAL INNOVATION TO LEAD NEXT GROWTH WAVE; Al WON'T RESULT IN JOB LOSSES’

‘FCNR(B) flows to peakin August,
Sept; overall target achievable’

PUNJABNATIONAL Bank Ma-
naging Director and Chief
Executive Officer Ashok
Chandra said the bank is on
track to achieve the target of
$2.50 billion under the
FCNR(B) scheme. “Most of the
inflows across the industry are
likely to come during the latter
half of August and September,
solam optimistic that the over-
all banking target (of over $50
billion) can be achieved,” he
told George Mathew in an in-
terview. Throughout the last fi-
nancial year, he saw healthy
growth in every quarter across
retail, agriculture and MSME
lending, and there is no point
in mobilising excess liquidity if
it cannot be deployed produc-
tively, Chandra said.

Hesaid renewable energy is
one of the sectors they have
identified as a champion area,
and ruled out anyjoblosses due
to Al introduction in banking.
Edited excerpts:

Comingto the recent RBI
measures on FCNR(B)
deposits, how has beenthe
response so far? Are inflows
meeting your expectations?
What do you expect over the
next three months?

Yes, the response has been
in line with our expectations.
So far, we have mobilised
around $425 million.

We have guided the market
that we intend to mobilise
$2.5 billion before September
30, and we are on track to
achieve that target. In fact, we
expect to reach it ahead of
the schedule.

Has the higher cost of
funds created challenges?
Since depositors can also
borrow overseas, has that
affected mobilisation?

No, not at all. While the cost
structure has increased, it has
not created any significantissue
for us. We have a large NRI cus-
tomer base across several coun-
tries, and our teams are actively
engaging with them. What has
changed is the scale of our out-
reach. Earlier, we may have fo-
cused on a relatively small
group of NRIs. Today, we are en-
gaging with a much larger cus-
tomer base. Our objective is to
broaden our overseas deposit
baseratherthan depend onali-
mited number of customers.

More broadly, do you
believe the banking
industry as awhole will be
able to mobilise around $50
billion under the scheme?
Yes, I believe it will. Most of
the inflows across the industry
are likely to come during the
latter halfof August and Septem-
ber, so I am optimistic that the
overall target can be achieved.

Isthere any significant
switching by NRIs from
NRE deposits to FCNR(B)
deposits?

No, we are not seeing that. It
would generally not be advan-
tageous for customers to con-
vert existing NRE depositsinto
FCNR(B) deposits at the cur-
rent rates, as they would incur
aloss in doing so. The scheme
is more beneficial for cus-
tomers bringing in fresh over-

. EXPRESS
mnterview

seas deposits, and thatis where
we are seeing the inflows.

Credit growth has picked
up significantly over the
last few months. Which
sectors are driving this
growth? Do you expect the
momentum to continue?
The retail, agriculture and
MSME (RAM) segment has per-
formed very well. Throughout
the last financial year, we saw
healthy growth in every quarter
across retail, agriculture and
MSME lending. Thebank placed
considerable focus on these seg-
ments during the last financial
year. We conducted extensive
outreach programmesacrossthe
country. The entire top manage-
ment — including the MD and
CEO, executive directors, chief
general managers, general man-
agers, and officials from the
Head Office — visited the field.
Thiscreated significant traction.
Retail lending grew by 17.5%,

ASHOK CHANDRA
MD AND CEO, PUNJAB NATIONAL BANK

priority sector lending by 16.4%,
and MSME lending by 19.8%,
nearly 20%. Our corporate loan
book also grew by around 10%.
Infact, theunderlying corporate
portfolio grew by nearly 15-16%,
but because we repriced and
exited certain low-yield ad-
vances, the reported growth
stands at about 10%. We con-
tinue to see strong traction in
the corporate segment as well.
Overall, the bank has performed
well across all segments, and
this momentum has continued
into the current quarter.

On the corporatelending
side, which sectors are
generating strongest
demand?

Renewable energy is one of
thesectorswe have identified as
achampion area. We are growi-
ng faster than many players in
the segment, with growth of ar-
ound 30% in renewable energy
financing. Apart fromthat, we're

seeing healthy demand ininfra-
structure, particularly roads,
datacentres, agriculture-related
businesses, trading activities,
and engineering. Duringthelast
financial year, we sanctioned
nearly Rs 4 lakh crore worth of
corporate loans. Our lending is
well diversified across sectors.

Alisbeing adopted rapidly
across industries. Do you
think it couldlead tojob
losses in banking? How do
yousee it helping areas
such as credit operations
and risk management?

Our objective in adopting
these digital tools is to improve
the customer experience. Cus-
tomer convenience remainsour
highest priority. These techno-
logies will enable our employees
to engage more effectively with
customers and provide better
service. Atthe sametime, we will
continue toupgrade the skills of
ouremployees through training
and reskilling so they can work
effectively alongside these new
technologies. The objective isto
ensure that both our employees
and our customers benefit from
digital transformation.

So, are you saying Al will
notresultinjob cuts?

No, wedonotsee Alleading
to job losses. What Al will do is
improve productivity, stream-
line processes, enhance the
quality of our services and im-
prove the quality of our data.
These are the key benefits we
expect from adopting these
technologies. FULLINTERVIEW ON

WWW.INDIANEXPRESS.COM
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