
CHENNAI | TUESDAY, 3 JANUARY 2023 TAKETWO 13
. <

UCOBankhasreceivedRBI’sapproval
toopenspecialVostroaccountsfor
INRtrade.Hasanytransaction
takenplaceyet?
This is amechanism the Reserve Bank of
India (RBI)put inplaceto internationalise
the rupee. This mechanism is country-
agnostic. So far, we got approval to open
one account, with a Russian Bank–
Gazprombank. That account has been
opened but no trade or transaction has
happened so far.

Isthereanycountrythathasapproached
UCOBankforopeningasimilaraccount?
I do not have the exact details but there
maybecountries thatwouldbe interested
in the rupee mechanism for trade, par-
ticularly Sri Lanka and Bangladesh, as
well as others in the Gulf region and in
Africa,where Indiahasa lotof trade.This
will take some time topickup.Going for-
ward, I think we will see strong interest
in the rupee settlement mechanism for
these countries.

Loangrowthwasrobusttillthesecond
quarter.Isthemomentumcontinuingin
thethirdquarter?
Yes, it is. Over a period of
time, say by March 2023,
itwillgraduallymoderate.
For the financial year, we
areexpecting it tobe 15-16
per cent.

Lendingrateshavegone
upsharplyinthepasteightmonths.Do
youthinkthiscanhurtloandemand?
Though, to a certain extent, it is true that
loan growth hampers credit demand but
not entirely true for a simple reason.
During the Covid-19 period, interest rates
were historically low. But there was no
demand for loans at that point in time. I
think loan growth to a large extent
depends upon how the economy is grow-
ing.WeknowthatIndiaisthefastest-grow-

ingeconomyandis the lonebright spot in
theworld,so loangrowthisdirectly linked
to economicmomentum.

Doyouthinkinterestrateshavepeaked,
orarenearthepeak?
I think interest rates have nearly peaked.
Inflation data for November has come
belowtheRBI’scomfort levelof6percent.
We should also remember whatever the
reporatehikesare, theimpact is therewith

a lag. I think interest rates
have nearly peaked and
theymaygoupbyanother
25basispoints—andthat
will be the terminal rate
(6.5 per cent).

Depositrateislagging
loangrowth.Banks

haveincreaseddepositrates.Doyou
seefurtherscopeforanincreasein
depositrates?
Deposit ratesalwaysgoupwitha lag.Tra-
nsmission on the lending side happens
immediately. It has not happened on the
deposit side because banks were flushed
with liquidity.With the liquidity situation
becoming a bit tighter for the banks, a
number of lenders, including us, have
increasedthedeposit rate.Also, ifyoulook

at the inflation data and deposit rates, we
haveenteredanareawherethereal return
is positive. I am not saying deposit rates
havepeaked,dependingonhowthe liqui-
dity situationpans out and the loandem-
and,wehave to see the impact ondeposit
flow, depending on which the banks will
take a call on whether to further increase
themor to hold themat the current level.

UCO’sdomesticmarginswerecloseto
3percentinthesecondquarter.As
liquiditytightens,canyouholdonto
suchlevels?
I thinkwe should be able tomaintain the
levels because our credit deposit ratio is
only 60 per cent, which is quite low. A lot
of our money has gone to government
securitieswhentherewasa lotof liquidity
in thesystem.So, thedeposit rate ispretty
high for UCOBank. Sincewe have a lot of
liquidity in the SLR [statutory liquidity
ratio]securities,wecanutilisetheliquidity
by way of sale or borrowing against the
SLRsecurities to reduceourcostof funds.
Though the deposit rates have gone up,
they will have some impact on the NIMs.
But by and large, we expect the NIM to
stay between 2.85-3 per cent, going in the
next twoquarters [Q3&Q4of FY23].

AttheendofQ2,UCO’scapitaladequacy
ratio(CAR)was14.3percent?Doyouplan
toraisecapital?
We are adequately capitalised. You must
remember that we have made a profit of
almost~625crore inthepast twoquarters,
andweareprojected toearnanetprofitof
~1,500 crore (full FY). This profit will be
added back to the capital only at the end
of theyear.Once it isaddedback,ourCAR
will cross 15 per cent.

We are planning to raise ~1,000 crore
by way of Tier-1 bonds for which we will
be approachingour board for approval.

AreyoulookingtosellNPAstoNARCL?
There is a large NBFC account for which
NARCL is also a bidder. So, the decision
will be taken by the Committee of Credi-
torsbasedonthebids.Apart fromthat,we
have some small accounts where we are
not the leaders (of consortium)].

‘Interest ratesnearlypeaked,
maygoupbyanother25bps’

In December 2022, the Em-
ployees’ProvidentFundOr-
ganisation (EPFO) released

its annual report for 2021-22.
Accordingtothis,46.34million
members contributed to the
EPFO during 2021-22. This was
0.06 million higher than the
46.28million contributingme-
mbers in2020-21.Thelatterest-
imate is sourced fromtheprev-
iousyear’sEPFOannualreport.

The 46.34million contribu-
ting members in 2021-22 is
muchlowerthanthe48.92mill-
ioncontributingmembersseen
in the pre-pandemic year of
2019-20.Evidently, formalsect-
oremploymentmeasuredthro-
ugh EPFO contributions had
not recovered to its pre-pan-
demic levels till at least2021-22.
It had declined by 5.3 per cent.

The EPFO annual reports
alsoreveal thatthecontributing
establishments have declined
from 660,204 in 2019-20 to
591,184 in 2021-22. Thenumber
of contributing establishments
hasshrunkbyamassive10.5per
cent during these two years.
The scars of the pandemic on
employment have endured all
claims of a V-shaped recovery
asisevidencedeveninthemost
toutedofficial data.

This finding, however, is at
odds with the regular monthly
flow of EPFO data. We hope to
explain this mystery in the fol-
lowingparagraphs.

The regular publication of
EPFO“payrolls” data is a relati-
velynewinitiativeof thegover-
nment. Itbeganinearly2018. It
provides data from September
2017.Theobjectiveof this initia-
tive is tomeasure employment
in the formal sector. This “pay-
roll” data is, in fact, the net ad-
dition of EPFO subscribers in a
month. This is the gross addit-
ions less exits but including re-
subscriptionofexitedmembers
every month. The EPFO is, in
fact,asavingsschemeapplicab-
le to a section of salaried emp-
loyees and not a (non-farms)
payroll database as is usually
understood in other countries
wherethetermisusedtomeas-
ure employment. But that is a
different problem.

This monthly data release
suggests that net addition to
EPFO subscriptions grewby 7.7
million in 2020-21 andbyanot-
her 12.2million in 2021-22. This
implies a 20 million net incre-
ase inEPFOsubscribers.This is
dramaticallydifferent fromthe
annual reportsplacedinParlia-
ment that suggest a fall of 2.6
million in the sameperiod.

The monthly data released
byEPFOarealwaysprovisional,
and are released with a lag of
lessthantwomonths.Thelatest
release is dated December 20,
2022, and the latest data it pro-
vides is theprovisionalestimate
forOctober 2022.

The first release of the data
undergoes revisions in subseq-
uentreleases foramaximumof

12months.Or, itmaynotberev-
isedatall.Whetheraninitiales-
timate will be revised or not or
howoftenitwillbereviseddep-
ends on themonth.Wewill re-
turn to this in a bit. First, let’s
examine the revisions.

The revisions are substan-
tial.Weexaminerevisionstothe
estimatesofApril2021.Thefirst
estimate of net addition to
EPFO subscribers in April 2021
was12,75,729.Thisestimatewas
released in June 2021. It was
reviseddownwardsineachsub-
sequent release till the release
dated May 2022. By then, the
April 2021 estimate fell by a
massive 45 per cent to 698,876.

Similarly, the first estimate
for May 2021 released in July
2021,whichwas919,772,dropp-
ed to441,760byMay2022.This
was a 52 per cent downward
revision in 11months.

Therevisionsseemtobesys-
tematically and substantially
downward. Ergo, reading the
initial releases of the EPFO can
be significantlymisleading.

The twist in these revisions
is that they are available for a
month till all themonthly data
for its financial year are releas-
ed. So, the first release of April
sees11revisionsinasmanysub-
sequent months, May sees 10
revisions,Junesees9,andsoon
till the March release, which
never sees a revision. This is
strange, and an unsatisfactory
position because it produces a
monthly time series of net
EPFOsubscriptionsthathasda-
taofvarying levelsof reliability.
Giventhattherevisionsarevery
substantive and the revisions
are incomplete, the time series
is rendered almost useless for

anyanalysisor todrawanyme-
aningful inferenceof the trend.

When the March data are
released, theEPFO releases the
annual estimate for the year
ended in thatMarch.Thesean-
nual estimates are never revis-
ed. This implies there were no
revisions to the data once the
last month of the data is relea-
sed. But, this is implausible. If
monthlyestimatesofApril and
May can be revised to less than
half their original values, then
March estimates may also be
getting revised in subsequent
months.But, theEPFOmonthly
releasesdonotobligewiththese
revisions.

Thepresentationsalso raise
a doubt whether the April 2021
estimatethatwas last revisedin
May2022wasthefinalestimate
or were there more revisions
thatwerenever released.

So,whathas thenewinitiat-
ive, thatwasmuchhypedwhen
it was first released, achieved?
Its first estimates areunreliable
by a hugemargin as the reality
couldeasilybehalfoftheestim-
ate. Its time series is meaning-
lessbecauseitcontainsdifferent
levels of substantial revisions.
Its annual estimates are frozen
andneverrevisedwhenitseems
these shouldbe revised.

As a result, the monthly
EPFO data releases have only
misled.ThegoodoldEPFOAn-
nual Report tabled in Parliam-
entwithalagofabout9months
is still the best provider of this
data.And, it suggests thatemp-
loymentfell intheformalsector
during 2020-21 and stagnated
in 2021-22.
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EPFOdatashowsemploymentdip

SUBHOMOYBHATTACHARJEE
NewDelhi, 2 January

The New Year looks decidedly
gloomy in India’s political neigh-
bourhood. Three key countries

withwhich Indiahaseconomic ties—Sri
Lanka, Bangladesh andNepal— are fac-
ing risks that appear to be worsening.
Political headwinds have intensified in
Dhaka; Kathmanduhas finally got a gov-
ernmentalmost twomonthsaftergeneral
electionsbutSriLanka’s crisis continues.

Pakistanhas intensified its problems,
having its sovereign rating reduced to
CCC-plus lastweekbyStandard&Poor’s,
which puts it deep in junk grade. But
leaving Islamabadaside for themoment,
locked as it remains in a politico-reli-
gious struggle, the travails of Colombo,
Dhaka and Kathmandu seem more the
fallout of development bets gone awry.
Covid-19, Ukraine war and the oil prices
havedealt a near-fatal blow to thedevel-
opment trajectory of these countries
early last year.

SriLankawas the first tobehit inJune
2022, and itwas expected that by the end
of the calendar year, the much-needed
InternationalMonetaryFund (IMF) loans
— a combination of Extended Credit

Facility (ECF) and the Extended Fund
Facility (EFF) — will materialise. But
therewasaconditionattached. SriLanka
will have to reach a deal with its bilateral
creditors, principally, India, Japan and
China that the termsof their loansdonot
workat crosspurposeswith the IMF loan.
This conditionality has proven difficult
to sort out. Last week, Shehan Sema-
singhe, finance minister of Sri Lanka,
acknowledged that the IMF approval for
a$2.9-billion loanwasgoing tobedelayed
deep into 2023. He said hewas hoping to
get the deal “by the first quarter of next
year”. China accounts for 19.6 per cent of
the island’s external debt, Japan 9 per
cent and India 2 per cent.

On the relatively brighter side, con-
sumerprice inflation is expected tocome
downfromtheback-breaking70per cent
recorded in October. Nandalal Weera-
singhe, the central bank governor, has
become confident enough tohope that it
will ease to a stable range of 5 per cent by
the endof 2023, aBloombergnews report
noted.All of thesewill, however,need the
IMF loan to materialise quickly for a
country that was once already seen as a
middle-income economy in South Asia
several years ago.

Joining company with Sri Lanka in

economic trouble is Bangladesh. The
country has just signed a 42-month
arrangement in November to secure a
$3.2-billion IMF loanunderECFandEFF,
with another $1.3 billion under the cli-
mate-linkedResilienceandSustainability
Facility (RSF).

For months this year, AHM Mustafa
Kamal, theBangladesh financeminister,
debatedwhethera loan fromthe IMFwas
necessary. He had reason to hesitate,
since thecountry, earlier viewedasabas-
ket case of poverty, had worked its way
up to an astonishing level of growth on
thebackof the textile export industry.All
the country’s social indicators have
surged ahead — sometimes bettering
India—givinghopes thatBangladeshwill
drop its tag of least developed nation by
financial year FY26.

The collapseof global trade, onwhich
the economy is acutely dependent, and
stratosphericoil priceshavehit theecon-
omyhard.Witheverypassingmonth, the
news has become dire. The IMF staff
assessment issued in November notes
there is “sharp widening of the current
account deficit, rapid decline of foreign
exchange reserves, rising inflation and
slowing growth”.

Fortunately, consumer price inflation
has eased sharply to 8.85 per cent in
November, from almost double digits a
monthago.This isverynecessaryaspolit-
ical disturbances on the streets have
beguntogathersteam.SriLankahasdem-
onstrated how sustained shortages can
transform into a crippling political chal-
lenge. Ironically, at theheightof thecrisis
inSriLanka inJune,Bangladeshhadsent
a potato consignment as relief supplies.
There could bemore twists to this tale in
2023, with Opposition parties mobilising
huge rallies to protest against the three-
term spell of SheikhHasinaWazed.

Bangladesh is lucky that the incum-
bent governmentwas inplace as the IMF
loan was negotiated. One of the reasons
SriLankahadproblemswas therewasno
acknowledged leadership through most
of 2022, a problem that has now come
uponNepal.

While the IMF has already provided a
38-monthdurationECFof $395.9million
in January 2022, Nepal’s cause has not
been helped by the political difficulties
from November. The general elections
had led to no clear verdict. In Christmas,
thecountry finallygotanewgovernment
in placewith a left-wing orientation.

The reasons why the outgoing Nepali
Congress did badly was the state of the
economyandtherepairworkmadenece-
ssary by the IMF loan. The immediate
problemforanewgovernmentofPushpa
Kamal Dahal, leading the Communist
Party of Nepal (Maoist Centre) is that the
electoratewillwantall thoserepairs rolled
back.The IMFprescriptionalways insists
on cutting back on government expendi-
ture.Also, in apoor economy, the current
inflation rate of 8.08 per cent is not good
news at all but the population will read
thereasonsdifferently fromwhatshallbe
expected from the government.

2022 was a year of a supply shock-led
crisis in SouthAsia, harshlyhighlighting
the policy missteps of different govern-
ments. Those missteps have led to IMF
support programmes, which will force a
difficult period of adjustment in the
economies. How far the population in
these countrieswill accept these as inev-
itable will determine how 2023 pans out
for the region.

Crises in the
neighbourhood
SriLanka,Bangladesh,andNepalarefacing
economicrisksthatappeartobeworsening

PERIPHERAL
VISION

Source: IMF

Bangladesh Sri Lanka Nepal

7.2

3.4

9.1
5.5

12

5.5

16

8
4.6

6.1

nGDPgrowthrateprojectedfor2023 nGDP2020
nCPIprojectedfor2023nCPI2020 nNumberof IMFarrangements
availedofsincemembership (all figures in%)

-8.7

4.2
6.3

48.2

-3.5 -2.4

UCO Bank was the first lender to have received the Reserve Bank of India’s approval to open a
special Vostro account for trade in rupee. SOMA SANKARA PRASAD, managing director and
chief executive officer of the Kolkata-based lender, tells Manojit Saha in an interview that he
expects strong interest for the rupee trade from several nations. Excerpts:

SOMA SANKARA PRASAD
MD & CEO, UCO Bank

REUTERS

— TENDER CARE — — Advertorial

Ajay Kumar Srivastava has been elevated as
ManagingDirectorandCEOof IndianOverseas
Bankwitheffect from1st January2023 fromhis
current posting asExecutiveDirector since 9th
October2017.Hestartedhisbankingcareeras
Probationaryofficer in1991withAllahabadBank
whereheworked invariouscapacities indifferentpartsof thecoun-
try.Aftersuccessful completionofabout27years inAllahabadBank
hewaselevatedasExecutiveDirectorbyGovernmentof Indiaand
he joined IndianOverseasBankon09.10.2017.At IndianOverseas
BankasExecutiveDirector,hehadaverychallenging journey.Bank
was incurring losses since 2014, was in PCA since 2015 and
Financial parameterswere inbadshapebesidesmanyother chal-
lenges. He made strategies for each of the key areas and suc-
cessfully implemented themat theground levelwith thesupport of
theBoard.Heserved theBankasExecutiveDirector formore than
fiveyearsandhandledall thedepartmentsandportfoliosduring the
period.ThehighlightofhisstintasExecutiveDirectorhasbeenplay-
ing a very key role in bringing the Bank out of loss in March 2020
and out of PCA in September 2021. Moreover, he was the only
Executive Director in the Bank for about 14months during 2020-
2021. He was appointed as Director on the Board of India Infra-
structure FinanceCompany Limited byGOI for two years.

AJAY KUMAR SRIVASTAVA
ELEVATED AS MD AND CEO OF IOB

The last day of 2022 turned out to be yet another Red-Letter Day
for Garden Reach Shipbuilders and Engineers (GRSE) Ltd with
the shipyard delivering an in-house designed warship to the
Indian Coast Guard and
layingthekeelsof twoyetagain
in-housedesignedASWSWCs
for the Indian Navy within a
span of a few hours.
Thedaystartedwith thedeliv-
ery of ICGS Kamla Devi, the
5th Fast Patrol Vessel (FPV) of its class built by GRSE to the
Indian Coast Guard. Later in the day, keels were laid at the
Rajabagan Dockyard (RBD) in Kolkata for the 5th and 6thAnti-
SubmarineWarfareShallowWaterCrafts (ASWSWCs),beingbuilt
by GRSE for the Indian Navy. The important milestone heralding
the start of a ship’s construction at site was achieved in the
presenceofShriGiridharAramane,DefenceSecretary,GoI.Vice
Admiral Kiran Deshmukh, AVSM, VSM, Controller of Warship
Production&Acquisition,CmdePRHari IN (Retd),Chairmanand
Managing Director, GRSE, Shri R K Dash, Director (Finance),
GRSE, Cdr S Bose, IN (Retd), Director (Shipbuilding), GRSE,
otherSeniorOfficialsofGRSEand IndianNavyalsowitnessed the
ceremony.
Speakingat theTwinKeel layingCeremony,CommodorePRHari,
IN (Retd), Chairman and Managing Director, GRSEmentioned,
“The first shipof theseriesof8ShallowWaterCraftswas launched
just10daysbackandKeelsof5morearebeing laid including these
two.Weare indeedon the right trackandweareveryconfident that
we will meet the expectation of our most valued customer- The
IndianNavy.

MAJOR PRODUCTION MILESTONES
ACHIEVED BY GRSE : ONE FPV
DELIVERED AND TWIN KEELS

OF ASWSWCS LAID

Engineers India Limited (EIL) and Numaligarh Refinery Limited
(NRL) have inked a Memorandum ofAgreement (MoA) to jointly
develop technology for ‘Production of aqueousAmmonia from
Ammonia rich sour
gases’ and demonstrate
at NRLsite.
Thecollaborationagree-
ment was executed on 29th December, 2022 by authorised
representatives of EIL and NRL in New Delhi in presence of
VartikaShukla,CMD,EIL, RanjitRath,Chairman,NRL&CMD,Oil
India Limited and Bhaskar Jyoti Phukan,MD,NRL.
ThisMoAshall pave theway fordemonstrationof technologies joint-
ly developed byEILandNRL.This endeavourwill generate awin-
win scenario for bothEIL,with a rich experience in the knowhow in
development, design & engineering, and NRL, having vast expe-
rience in the operation of SRU towards commercialisation of
indigenous technologies. Development of technology for produc-
tionofAmmonia from thesourgasesshall beaddressing the issues
related to processing of ammonia in SRU besides generating
value from thewaste stream.
Commenting on this development CMD, EIL, Vartika Shukla said
“This collaborativearrangementwithNRLisoneofmajor steps tak-
enby thecompany for indigenous technologydevelopmentandde-
ployment leading toAtmanirbharta in the energy sector providing
impetus toEIL’sdiversifiedportfolioof supplying technological and
proprietary engineered items/ products”.

Aroadshowwasconduct-
ed on 22 Dec 2022 for a
Term Deposit of "IND
SHAKTI 555 DAYS" An
early morning road show
wasorganizedon22Dec,
2022atBerhampurby Indianbankzonaloffice,Berhampur forpop-
ularizing a new deposit scheme “IND SHAKTI 555 DAYS” and a
special salary product “IND SHAKTI SURAKHYA” in which ZM
UchhabChandraPatra andDZMSashi BhusanMishra participat-
ed.This special termdeposit schemeoffersgeneral public interest
@7% (quarterly compounding) and for senior citizens@7.15%
(quarterly compounding) for a period of 555 days.

Union Minister of Education and Skill Development & Entrepre-
neurship Dharmendra Pradhan, Hon’ble Union Minister of Coal,
Mines & Parliamentary Affairs
PralhadJoshi and UnionMinister
of Railways, Communication and
Electronics & Information Tech-
nologyAshwini Vaishnaw laid the
foundationStone formuchawaitedpublic centric vitalRailwayproj-
ect “RedevelopmentofBhubaneswarRailwayStation”proposed to
be aWorld-Class infrastructure at Bhubaneswar Railway Station
and flagged off Puri-Jaleswar-Puri MEMU, on 29.12.23. Speaking
to thegathering,UnionMinister DharmendraPradhanandPrahlad
Joshi praisedRailwayMinister Ashwini Vaishnaw for utilisingElec-
tronics & Information Technology in Railways and speeding up the
infrastructural Development in the country by laying new lines and
redeveloping theStationsandalsoprovidingamenities for theben-
efit of the people.UnionMinister of Railways Ashwini Vaishnaw in
his speech said that, priority is being given for the
development ofRailways inOdisha.

EIL EXECUTES MOA WITH NRL
FOR COLLABORATIVE

TECHNOLOGY DEVELOPMENT

INDIAN BANK, BERHAMPUR,
ORGANIZED ROAD SHOW

FOUNDATION STONE LAID FOR
REDEVELOPMENT OF BHUBANESWAR

RAILWAY STATION


