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Debt rejig may hinder raising capital: Fitch
ABHIJIT LELE 
Mumbai, 11 August 

Global rating agency Fitch on 
Tuesday said debt restructur-
ing move in India, while giving 
room for building buffers, may 
reduce transparency over 
asset quality and hinder rais-
ing capital. 

The Reserve Bank of India’s 
policy to allow debt restructur-
ing could open a window for 
banks to build capital buffers 
while putting off full recogni-
tion of the Covid-19 pandem-
ic’s impact on loan portfolios. 
But, it is reminiscent of a strat-
egy adopted over 2010-2016 
that delayed and exacerbated 
problems for the banks, said 
Fitch Ratings. 

India’s 2010-2016 experi-
ence with permitting broad-
based debt restructuring was 

characterised by poor  
implementation and weak 
monitoring. 

Now, the rescheduled 
loans are permitted to be 

classed as “standard assets”, 
even if they became  
impaired between March 1 
and the implementation of 
rescheduling.   

It said the scheme may be 
designed to give banks more 
time to raise capital to address 
the impact of the crisis on loan 
portfolios. A number of banks 
have announced capital-rais-
ing plans.  

However, for state banks, 
these moves were likely to be 
insufficient to mitigate antici-
pated risks without further 
capital support from the state. 
The most state banks would 
struggle to maintain a 6.125 
per cent common equity Tier 
1 (CET1) ratio under a high-
stress scenario. 

Raising capital remains a 
challenge in the current  
environment. However, the 
new policy will reduce trans-
parency over asset quality, 
which could further hinder 
some paths for capital raising, 
it said. 

About 5-8% of loan book to be 
recast under RBI scheme: ICRA 
With tighter rules for debt recast, around 5-8 per cent of 
overall loans may be restructured, compared to 10-15 per 
cent of loans expected to be under moratorium by 
September 2020, according to rating agency ICRA. 

The Reserve Bank of India has framed strict norms for loan 
to be eligible for restructuring like only borrowers with dues 
up to 30 days as on March 1 could be considered for recast. 
Also, resolution plans would go through independent credit 
assessment (ICA) and banks will have to make a higher 
upfront provisioning for restructured loans. 

Anil Gupta, vice president (financial sector ratings)  
at ICRA, said: “Of the estimated 10-15 per cent loans under 
moratorium, we estimate the slippages for FY21 at 3-4 per 
cent of the overall loans of banks (largely the SMA1 and  
SMA 2 pool as of March 31, 2020).”  ABHIJIT LELE 

RUCHIKA CHITRAVANSHI 
New Delhi, 11 August  

As Russia registered the 
world’s first Covid vaccine, 
Sputnik V, India’s expert group 
on vaccine administration will 
meet on Wednesday to discuss 
suitable selection, delivery, 
procurement of the vaccine, 
the health ministry said  
on Tuesday.  

“The committee will 
advise the government on 
these terms of reference such 
as procurement, logistics, 
selection which is their main 
mandate...There are laid-out 
procedures for vaccine or drug 
procurement in the country,” 
said Rajesh Bhushan, health 
secretary.  

He did not comment on 
whether India would tie up 
with Russia to access the vac-
cine but said various issues 
such as prioritising the groups 
who would be given vaccine, 

logistics, and cold chain would 
be deliberated by the expert 
group headed by NITI Aayog 
Member (health) V K Paul. 

Zydus Cadilla, Bharat 
Biotech, and Oxford-Astra 
Zeneca are three vaccine can-
didates that are undergoing 
trials under different stages in 
India, Bhushan said. The min-
istry said it was deliberating 
the issue of the requirement of 
vaccine and modalities of 
funding the procurement. 
“There have been internal con-
sultations. We have talked to 
several stakeholders and we 
have made some projections. 
It is premature to share them,” 
Bhushan said. 

The ministry is also prepar-
ing guidelines of the compli-
cations that can afflict those 
who have recovered from 
Covid-19. “Our joint monitor-
ing group is seized with this 
issue and will provide a guid-
ance note soon,” Bhushan said.  

While the recovery rate of 
Covid cases has improved to 
nearly 70 per cent, the case 
fatality rate has fallen below  
2 per cent, the ministry said. 

India has conducted  
25 million tests till now, reach-
ing the record of more than 
700,000 tests in a single day. 
The government has advised 
states to increase testing if the 
positivity rate is higher 
because it indicates a lot of 
cases are going undetected. 

On why India did not 
expand testing aggressively in 
the initial phase, the secretary 
said: “In the past seven 
months, the pandemic has 
grown and so has our under-
standing...when it started we 
had only one lab and today we 
have 1,400 labs.” 

India’s Covid-19 caseload 
reached 2,268,675 while the 
fatalities climbed to 45,257, 
according to the ministry data 
updated at 8 am on Tuesday.

Expert panel on Covid 
vaccine to meet today

Source: Health ministry

STATES/UTs THAT HAVE BETTER TESTS PER MILLION 
THAN NATIONAL AVERAGE
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SUBRATA PANDA  
Mumbai, 11 August  

The rise in the number of Covid-19 cases 
in the country has led to a surge in health 
insurance claims. Non-life insurers, as of 
Tuesday, have received more than 
100,000 claims to the tune of ~1,644 crore. 
Of the total claims received, nearly 66,000 
claims amounting to ~628.95 crore have 
been settled so far.  

When policies were issued, insurers 
were caught on the wrong foot. “This 
explains why insurers were worried about 
hospitals fleecing patients. We wanted the 
cost to be reasonable and consistent,” said 
a senior insurance executive.  

“The gap in claims reported and 
claims settled depends on the settlement 
process. People report claims, but not 
everything is paid for. Sometimes there 
are sum-assured limitations and there are 
policy-level coverages, which include 
deductibles. On the basis of cover adopted 
by policyholders, claims get settled,” said 
Sanjay Datta, chief-underwriting & claims, 
ICICI Lombard General Insurance.   

The average claim amount has come 
down, even as the number of claims has 
increased. Also, hospitals are not charging 
exorbitant sums for treatment now, except 
in cases involving comorbidities. The 
length of stay for patients in hospitals, too, 
has come down. 

Many states have prescribed a stan-
dard treatment rate for Covid-19. The 
General Insurance Council, too, has pre-
scribed a standard treatment rate. 

The statewise data shows Mahara -
shtra, with the maximum recorded cases, 
has the highest claims coming in at 
44,050 amounting to ~571 crore, followed 
by Tamil Nadu at 12,379, Delhi at 10,175, 
Gujarat at 7,622, and Karnataka at 6,923.  

Despite Covid-19 claims are rising fast, 
insurers are not overtly worried. They say 
claims from other segments have fallen, 
thus, balancing out the losses. However, 
the real worry is that the premium collec-
tion is not rising as fast as it ought to.

Non-life insurers receive 100,000  
Covid claims worth ~1,644 crore

   Maharashtra             Tamil Nadu Delhi Gujarat Karnataka  

Amount claimed ( in cr)      Amount settled (in cr) 
No. of claims    Claims settled 

STATE-WISE CLAIMS 

Source: GIPSA 

    44,050             12,379              10,175 7,622 6,923 

     28,417               7,822 7,987               3,888               3,566 
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ADITI PHADNIS 
New Delhi, 11 August 

Prime Minister Narendra Modi 
said on Tuesday that if state  
governments managed to  

institute systems that tested, diag-
nosed and isolated those testing posi-
tive for Covid-19 within 72 hours, India 
could defeat the disease and bring 
down the death rate below 1 per cent. 

The chief ministers for their part, 
asked for a cap on state disaster  
relief funds to be lifted, considering 
the severity of the financial crisis  
they faced.  

Addressing chief ministers of 10 
states that contributed 80 per cent of 
infections and 82 per cent of deaths, 
Modi said all was not lost, though  
India had 600,000 cases — the recov-
ery rate is improving, death rate is 
going down and so is the rate of those 
testing positive.  

However, much more attention was 
needed and the 72-hour deadline for 
testing was crucial if the rate of infec-
tion was to be checked.  

Chief ministers of Maharashtra, 
Andhra Pradesh, Bihar, Gujarat, Uttar 
Pradesh, Telangana, Punjab, Tamil 
Nadu, and West Bengal attended the 
meeting. Karnataka was represented 
by a deputy chief minister. 

Team work has helped a lot and the 
pool of experience in managing the 
disease would help identifying best 
practices, Modi said. He cited the 
example of Delhi, Haryana, and Uttar 
Pradesh. “There was a time when the 
infection was spreading uncontrol-
lably in this region and we were afraid,” 
he confessed. “But because of a com-
mon strategy we were able to reverse 
the situation to some extent,” he said.  

“If we work systematically we can 
seize control of the situation in seven 
to ten days and reverse the trend (of 
infection),” he added. 

This involves strict and extensive 
testing especially of those at high risk 
like domestic helps, rickshaw and 
autorickshaw drivers, and those living 
in labour colonies. Once detected, con-
tainment zones, even micro-contain-
ment zones need to be designated, so 

tracing is easier. “There has to be 100 
per cent testing in vulnerable areas,” 
he said. “People have now understood 
the importance of social distancing, 
masks, spitting hygiene and sanitiza-
tion. We can further build on this via 
the Aarogya Setu app, which helps us 
trace locations where the disease is 
clustered. If we can follow contain-
ment, contact tracing and surveillance, 
we can check the infection,” Modi said. 

While the PM’s pep talk was lauded 

— it had zero political content or blame 
— almost all of the 10 chief ministers 
who attended, demanded more money 
to fight the disease.  

The 35 per cent cap on state disaster 
relief funds to fight Covid-19, was no 
longer enough, states said, asking for 
the cap to be lifted. The cap was intro-
duced in July through an order of the 
Ministry of Home Affairs (MHA). 

Chief ministers of Tamil Nadu and 
Punjab flagged the danger to their 

economies as a livelihood crisis. 
 “We’ve received ~512.64 crore from 

Centre in two tranches under 
Emergency Response and Health 
Systems Preparedness package out of 
~712.64 crore allotted to state. I request 
this package may be stepped up to 
~3,000 crore as per my earlier request,” 
Tamil Nadu CM Edappadi
K Palaniswami said.  

“As we have already fully exhausted 
State Disaster Response Fund (SDRF), 
I also request an ad-hoc grant of ~1,000 
crore from NDRF immediately to fight 
pandemic,” he added. 

Tamil Nadu asked for ~9,000 crore 
as a special grant. “The GST  
compensation for April-June 2020 
may be released early,” Palaniswami 
told the PM. 

Punjab CM Captain Amarinder 
Singh sought from Modi a liberal 
financial package for states to fill the 
collection gap caused by the pandem-
ic, and also flexibility on Covid-related 
terms of expenditure in SDRF. 

Singh said the current allocation of 
SDRF funds was not sufficient to meet 
requirements. Punjab has seen a 50 per 
cent decline in revenues in the first 
quarter of the financial year. 

Explaining the magnitude of the 
health crisis faced by Punjab, Singh 
said though the state is conducting 
23,000 tests per million, and planned 
to increase RT-PCR (reverse transcrip-
tion polymerase chain reaction)  
tests from 12,000 to 20,000 in the next 
15 days, it needed to scale up further. 
He repeated an earlier request to Modi: 
To direct central government institu-
tions in Chandigarh and Punjab to 
increase testing capacity.  

Expressing concern over the state’s 
mortality rate of 2.4 per cent, Singh 
said though it is lower than the nation-
al average 91 per cent of fatalities were 
of people with comorbidities.   

These 10 states have a high popu-
lation density and the idea is to bring 
down the caseload. This was  
Modi’s first meeting with chief minis-
ters during Unlock 3.0.   

Defence minister Rajnath Singh 
was also present at the review  
meeting.

Review 35% cap on state disaster 
management fund, CMs tell Modi
PM says all is not lost; 72-hour deadline for Covid test crucial to check the rate of infection

Note: Total cases 
include 1 migration; 
figures as of 9.30 pm 
IST;  Sources: Ministry 
of Health and Family 
Welfare, Johns 
Hopkins Coronavirus 
Resource Centre 
Note: Arrow shows  
one-day change  
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“OUR EXPERIENCE SO FAR IS THAT CONTAINMENT, CONTACT 
TRACING, AND SURVEILLANCE ARE THE MOST EFFECTIVE 
WEAPONS AGAINST THE PANDEMIC. EXPERTS ARE OF THE 
VIEW THAT IF CASES ARE IDENTIFIED WITHIN 72 HOURS OF 
ONSET, THEN INFECTION SLOWS DOWN TO GREAT EXTENT”  

NARENDRA MODI, PRIME MINISTER 

TALKING POINTS
| The PM addressed chief  

ministers of 10 states that 
contributed 80% of infections 
and 82% of deaths 

| Tamil Nadu asks for ~9,000 crore 
as a special grant; Punjab seeks a 
liberal financial package for states 
to fill the collection gap 

| Bihar says the state plans to  
raise testing rate to over  
100,000 a day 

| Maharashtra says efforts on to 
prevent second wave of Covid-19


