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REAL INTEREST RATES ARETOO
HIGH, SAYS AJAY PIRAMAL

Hhe ailing non-banking financial sector needs immediate support from the

competitive. Moreso, foran

inwholesale, Therefore, wesaid the

‘Highreali interestrates makmg Indiauncompetitive’

central bank, says AMY PIRAMAL, chaimman, Piramal Enterprises. The government
aliso address woes of the real estate sector on a priority basks for growth and
ob creation, he tells Abhijit and Sohini Das. Edited excerpts:

What should be done to revive
mon-banking financial

companies (NBFCs)?
Itisacrisisofconfidence, which
Wtarted with the Infrastructure
Leasing & Financial Services
default. Outofis21.2-
exposure, itisNBFChad lent
only 20,000 crore, and the balance
Htrillionwasin
Infrastructure. However,
people donot talk about
IL&FS lesses in
infrastructure, butonly
about the NBFC crisis. Itismorea
question of perception. which we
havetochange.
PriortoSeptember 2018, there
wasan asset liability mismatchat
NBFCsand everybody got caught In
that maslstrom. Mutual fundsand
bankswere lending funds of short-
term nature like commercial papers
liberally and the costs were low.

important role in the economy as
they finance micro, small and
medium enterprises — asector
which is bleeding, but contributes
about 30 per cent togross domestic
product (GDP) and employs 25 per
centoflabour.

indicated tothe government that
theycan't take the risk alone (of
NBFC exposure). Ifthe Centre wants
bankstolend to NBFCs, letitalso
taketherisk.

TheREI could create aspecial
purposevehicle toallow NBFCsto
borrow funds. Itcanchargeextra
guarantee commission or alittle
higher interest rate. But let NBFCs
have liquidity.

What is your view on interest rates?
Letuslookat the interest ratesat
which peopleare borrowingin
India. Itis10-11 percentif vouarea
good corporate. The prevailing
inflation rate isbelow 4 percent.
The real interest rates are almost 7-8
percent. Whichothereconomy has
such high real interest rate?

Inthe US, companies can borrow
atabout3-3.5 percent. Wearenot

economy which needs capital
expenditure to create assetsand
Infrastructure. We have opened our
economy tothe world and say that
wie hive tocompete onalevel
playing field. But, Indian businessis
atadisadvantage. Also, Indiaisstill
adeveloping cconomy and there is
not enough equity. So, debt is
higher. Inagrowing economy, you
havetogrowwith debt.

What is the way out?

The REI has to push down rates,
which is doable. Instead of cutting
Interest rate by 25 basis points,
make alarger cut and seetoit that
mites are transmitted. Ifinflationis
low, why should deposit rates be
high? This debate hastotake place.

lend toretail, For Piramal todothat
Is iImpossible, as we have expertise

two haveto beseparate. It s better
wequit from one place; sowe will
exit from Shriram.

‘What is the status of your loan

to Lodha Group?

W learnt after that vou should not
havea very large single borrower
exposure because the market is
uncomfortable. Our exposure was
about T4, 500 crore inSeptember
2m8, andwedecldedtobring it
down. By end of June 2019, it willbe
¥2,500 crore, By end of December
this year, wewill bring it down to
11,800 crore.

When do you see arevivalin

real estate?

The government needstobring
some policy measurestorevive real
estate, It forms around 5-6 percent
of GDP, 17 per cent of employmient,
and alotof it s unskilled. So interest
rares isone issue, availability of
capital isanother, as NBFCswere
fundingit in the past. We will haveto
thinkofcreative ways to encourage

We had sold our domestic business
in2000to Abbatt, and are looking for



