EL INTERVIEW

DFCBank, the count-

ry’'smostvaluable

lender, isinthemidst

of atransformationas

itsfounding CEO
Aditya Puri prepares to end his
executive stewardship. Inan
interview with Saloni Shukla and
MC Govardhana Rangan, Puri
shares his ideas about his succes-
sor, where the bank stands, and
what'sinstore for the economy.
Edited excerpts:

Thebudget is behind us, and RBI
hasdoneltsbiton liquidity. What
do thesemean for the economy?
Everyonerecognisesthat thereisa
slowdown inthe economy, butwe
seeaway outof it The Union budget
provided fiscal numbers thatare
tenable. They have takenan FRBM
leeway which they willmake good
withaggressivedivestment and
selling what foreigners call the
butterflies — running projects with
cash-flow. The governmenthasalso
focused onagriculturewith 14%
higher expenditure, it is focusingon
improving productivity withbetter
roads, infrastructure, electricity etc.
Thatalongwith good rabi crop price
will see agriculture demand increase
by atleast 60%

But there'safeeling that there
were no path-breaking initiati-
ves...

Allowing sovereignwealth fundsto
investininfrastructureisabigmove
asthey havebeencryingtoinvestin
cash generating projects. Inaddition
tothis, monetary policy has pro-
vided acounter-cyclial pushand it
has provided greater liquidity push;
our total transmission is nearty 95
basis points. The MPCshould also
look through temporary inflation.
Alsoifyoulook at IIP, it is sequenti-
ally better, butitis notbetter year-
on-year. Witha little improved agri
demand and change in interest
rates, itis very likely that the GDP
will come above 5%. | just hope that
the government focusesand ensu-
resthedivestment happenson time.

@ BankrupTCY
&RESOLUTION

Thecourtsarealready
crowded, weneedto
look holistically atthe
alternative methods
available for resolution

How canyoube confident of
revival where investmentsarenot
coming up and capacity utilisation
Isfalling?

Idon'tthink investment pick-up will
happen anytime soon. If we need 6%
growth, @pital investmentis not
required. Thedeltabeyond 6% is
whenyou need private investment
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Agriculture, Infra Gathering Pace;
Timely Disinvestment is Crucial

And that will not come until capacity
utilisation picks up steam and the
demand picks up. People say “beton
the future.” Paisa sabko pyara hai;
koi future par bet nahi karta hai
(everyone loves theirmoney and
won't bet on the future), until they
see concrete returns. But | think
unless investments startnow they
won'tbeableto hit the demand
cycle I think it will take at least
18-24 months for thatto pick up.

The RBI came up with long-term
repoto push lending. Whatare the
chancesof it fuelling inflation,as it
did in 20127

Idon't think thatwill be the issue.
Today,demand side inflation pres-
suresare not there. Inflation is
trendingdown. RBI hastomaintaina
2-6% band. What ismore important
is that growth has to pick up.

Thebankruptcy law is blamed for
part of the slowdown. How crucial
Isthat?

Obviously, there is scope for impro-
vement Bankruptcy should be the
last option. If you can get the compa-
ny torevive, that should be your
first option. The courtsare already
crowded, we need to look holistical-
ly atthealternative methodsav-
ailable for resolution. Oncea fellow
getsintotrouble, getting him out of
trouble in this country isatough job.
By the time banks decide onan
inter-creditor agreement, it'sall
over. ICA isnota solution.

Thebiggestworry...whoafter you
and whatwill HDFC Bank be witho-
utyou?

I think succession is beingmade way
too much; I loveit that lam soimpor-
tant, butthereality is that Iam not
Oneman cannotdocredit, Ican't We

jointly setthe targetmarket, set the
credit criteria, set the processes, put
a quantitative judgmentbehind it
and thereare thousands of transac-
tionswhich pass through this pre-
defined system.

Butyouhavebeen the faceand
there isn'tmuch in publicabout
your second line?

Thedepth of management is signifi-
cant. Our head of credit has moved
tohead TransUnion, ourdigital head
isnow the CEO of Ujjivan- thatis the
level of depth of the second line. The
systemsand procedures have been
worked, the strategy isin place,we
have enough senior fellowswithin
who canbe the leaders; we will have
tochoose among them. But the
board also felt that we should not
miss outonany exceptional external
candidate, but he will have tobe
exceptional because he should have
thereputation, statureand ex-
perience to be accepted in the
organisation.

The perceptionoutside is thatthe

isi ning of Is
only you. Hence they are jittery...
Only visiondoes not help. Everyone
hastobelieve in thevisionand
executeitright Unless peopleare
jointly committed, unless the ex-
pertise isbrought together, | can'tdo
everything... that isnot possible. We
decided strategy for technology, for
digital, for credit .. now toacclaim
me for all of this, lamvery thankful
butthedetail that is required, lam
notaware of that

Isthe bank prepared to face the
future withoutyou?

Theentry barrier inbanking could
changeand wedecided that we have
tobe prepared for sucha situation.

If you look at
1P, It Is sequ-
entlally better,
but It Is not bet-
» ter year onyea
With a little Im
proved agrl
demand and
change In Inter-
estrates, It s
very likely that
the GDP wili
come above 5%

- p—
~engihv " P

Wedon'tknowwhat the future will
be, sowe need to be prepared for
thefuture. Werealised that ifwe
need tomatchAmazon or Google,
we need to improve our user ex-
perience. If Icandoa 10-second
loan, Iam changing theaccess
channel, the customer satisfaction is
phenomenal and don't forget the
cost savings for the bank.

@ BANKING & FUTURE
Theentry barrier
inbanking could
changeand we
decided thatwe have
tobepreparedfor
suchasituation

What haveyoudone to harness the
potential?

Wehave createda hugedis-
tribution network, especially in
the semi-urbanand rural areas
whichare hugely under-served.
Tokeep up the profitability, we
need to keepbringingdown the
costs. Wehavea hugenetwork in
under-served areas whichare
generatingbusiness. Only 25% of
the capacity is being utilisedand
the remaining would help growin
the future. We have createda
platform where the customer can
pay, save, borrow, shop, invest,
insure, trade —all under one
umbrella. Almost 40-50% of the
merchant transactions happen
throughthebank. The branch
channelisthe largest feeder of
ourbusiness, the liability franchi-
seisthrough the branches, about
80% of personal loans, credit
cardsare through that, and 40% of

autoloansarealso through the
branchchannels.

So, where does the bank presently
stand on succession planning?

We have appointed EgonZehnder.
Theboard gaveaset of attributes to
themthat we would be looking for.
We havetold them the bank has
strong internal candidates, butyou
can look for exceptional external
candidatesaswell They will come
back tothe search committee with
their assessment. When they come
back, we will createa shortlist, which
willbe presented to the board. The
board will finalise the successor and
then apply tothe RBI. So, around
April-May, we expect tofinalise the
process.

Therearemanagement theorieson
succession thatsayaninternal
candidate s better thanan out-
sider when the going s smooth
unlike institutions thatarein
chaos, or challenged by internal
squabbles...

| believe that this theory has a lot of
merit. Obviously, we know whoever
iswithin the organisation, if alot of
them have created a $100 billion
franchise, they must be competent.
Theboard alsoacknow ledges that
we have very stronginternal candi-
dates. But, there were some people
whofelt that we should also look at
external candidates sothatwewon't
missoutonanyone.

Do you have a veto onyour succes-
sor?

Idon'thaveaveto, butlwould
assume that what I say will havea
lot of weight.

There's speculationaboutdiffe-
rences between you and Mr.
Deepak Parekh over the selection
of the successor?

Absolutely not Inall fairness,
Deepak and | have no differences.
Weallwantthe best personinthe
organisation. He hasn't evendis-
cussed the subjectwithme, Idon't
know for how many months. HDFC
hasa nomination into the search
committee. He isa large sharehol-
der; healsowantswhatisbest for
the organisation. There is nodiffe-
rence between theboard and any-
body, we areall lookingin thebest
interest of the bank.

Thereare concerns thatthere'sa
conflictof interestbetween the
bank and its NBFC subsidiary, HDB
Finandial...

Thereis nooverlap between the
financial services company and
HDFCBank HDB takes slightly
higher creditrisk, they charge
higher interestrates, they are
compensated by a lower cost struc-
ture. Inthe last 13 years, no case has
come tome about the two of them
fighting.



