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‘Focus on increasing fee income, cuttmg expenses key to rise in RoE’
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Dircctor & L&TF-
nance Holdings tells Bhavik Nair i an tier-
wiew that the company has simplified its or-

enue, had become very lop-sided.

We started the revamp exercise in April
last year. The objective was to maximise
shareholder value, We formed a very simple
strategy —to be in businesses where we have
the right towin, to simplify our structure and
to have the rlghl pvopk 10 execute.We set
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We put good hand-
pu:hd middie level people in charge of the
projects. We gave them quarterly and four-
year targets.And this strategy came to life.

You spoke about a rise in RoE. Could you

How has your turnaround strategy been

progressing?

From 2011 to April 2016, our return on o}
ulty (RoE) was largely around 9.5%. Even
though we were making profits, wewere not
creating sharcholder value. When we looked
at it deeply, we found two main reasons. One
h that we were in too many | lxulnﬂu-s I

All five businesses are growing well with
every one of them being profitable and con

tributing to the Rok. Within 18 months, our
ROE has increased from 9.5% to 15.15%,
This has happened in four ways. One is that
good businesses are growing very well. Sec-
ond, we decisively shut the businesses that
were non-core. And then, we focussed on in-
creasing our fee income and cutting down
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that we were not good at, Because of that a
large part of the money that we were carning
Inourdominant businesses was lost in those
businesses where we were lagging. Second
reason was that we were very top-heavy, The
ratio of people in the head office, who actu-
ally form the bulk of the cost, to the peopl in
the branches, who generate most of the rev

Among your five verticals, which has the
thinnest margins?

historic way of doing business. The first di-
wn’nn is that while margins are important,
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1 can answer your ¢
ward —the thinnest margin isin retail hous
ing and infrastructure pmi«u. But do we

your and eam fee, cross
selland carn fee. Fees form almost 2% of our
ovmll book,‘mz- second |hlng that we

We

have a way to increase the p
hymnlsnnyunpomml'mmmdnm

lrwmed a Iu indigital and data analytics.
that the coun

dependable data available,

In what way has the digital push helped
yoursf

Productivity has gone up substantially. if a
person used o sefl eight or nine tractors ina
month, today that person is able to sell 13 or
14 tractors. Today, | can pinpoint the areas
vdllch nn-dmngv&-ll instead of drawing gen

ol That kind of precisk
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(ry is going lhralgh a phase that will make

writing, historically,if therest

went to manual underwriting, We have cut
down on human intervention, Today, if 70%
gets passed, 50 be it The remaining 30% gets
rejected, Humanswill not take day-to day de
cisions. They will ondywork on making the al-
gorithm more efficient. We are talking about
all retail loans here. For example, in two-
wheelers, as a result of this, we give a guaran.
tee of ten-minute sanctioning of loans.
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ture potential.

Are you sure? The tariffs have fallen...

Of course. Think of it this way—falling tariffs
are a risk or an opportunity? Til tasiffs were
high, the government had to do policy push.
Now that the tariffs are below thermal, itisa
mm«dal mn»cuon.‘nremm)v mums

our debt 30 35 to take care of all scenarios.

Our overall renewable energy hno; is about
213,000 crore out of which 6,000 crore is
solar and the rest is wind.

What is the NPA sitvation in the
renewables book?

book s totally free of NPAs.




