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 In News Today — Axis seals Enam deal with revised structure; SBI may clock profit 
over Rs100bn this fiscal; Interview with DK Mehrotra, Acting Chairman, LIC; Loan rates 
to pinch this festive season, SBI to pass rate hike in 2-3 weeks; Lending rates to rise, 
albeit with a lag; Rate hike on expected lines, say bankers. 

 Axis seals Enam deal with revised structure — Axis’s board on Friday approved a 
revised deal structure mandated by the RBI. While Axis Bank has stuck to an all-stock 
deal as proposed in November last year, it will now sell the business to its arm, Axis 
Securities and Sales, for Rs2.74bn in cash. The amount represents the book value of 
Enam’s financial services business. (Business Standard, September 17) 

 SBI may clock profit over Rs100bn this fiscal — Country's largest lender State Bank 
of India profit in the current fiscal is likely to exceed Rs100bn on the back of increased 
business and sustained effort to contain bad assets. "The bank is making all-round 
effort to achieve Rs100bn profit during the year," senior officials of the bank said. The 
bank also expects Net Interest Margins (NIM) to be robust at over 3.5% during 2011-12 
on the back of a rising lending rate. (Business Standard, September 19) 

 Interview with DK Mehrotra, Acting Chairman, LIC — Life Insurance Corporation of 
India, the country's largest insurer, has shifted focus to traditional products from unit-
linked insurance plans (Ulips) over the past two years, said acting chairman DK 
Mehrotra . In an interview with Shilpy Sinha , Mehrotra said that the Corporation, which 
is now trying to reach out to the younger generation, will witness improvement in sales, 
going forward.(Economic Times,  September 19) 

 Loan rates to pinch this festive season, SBI to pass rate hike in 2-3 weeks — 
State Bank of India to pass on policy rate hike to consumers in two-three weeks. A day 
after the RBI raised the key policy rate by 25bps the country’s largest lender State Bank 
of India (SBI) said it will pass on the increase to consumers in two-three weeks by 
increasing its base rate. Another government-owned lender Bank of Maharashtra said it 
will raise its base rate from October 1. (Business Standard, September 18) 

 Lending rates to rise, albeit with a lag — With the Reserve Bank of India (RBI) 
raising key policy rates by 25 basis points to 8.25 per cent on Friday, bankers said they 
would follow suit, though adding the transmission may come with a lag. Bankers also 
said high interest rates may lower credit growth further this financial year. State Bank of 
India (SBI), the country’s largest lender, would increase the base rate, though that may 
not happen immediately. (Business Standard, September 19) 

 Rate hike on expected lines, say bankers — The RBI’s repo rate hike is on expected 
lines, which will be transmitted to borrowers sooner or later. However, some bankers 
feel that with inflation not getting moderated at all, the central bank might be coming 
out with few more rate hikes in the future. Though lending rates are expected to go up 
again, public sector Canara Bank will not transmit the burden to borrowers immediately. 
(Business Line, September 17) 
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Industry 
New panel comprising LIC, IIFCL and IDFC to ease infrastructure 
funding 
  
A proposed panel comprising LIC, state-run non-life insurance companies, IIFCL 
and IDFC will get to appraise and lend to infrastructure projects, a finance ministry 
official told ET. According to an IIFCL official, the panel will become operational in 
two weeks. "Banks can sell us their existing infrastructure portfolios and further 
agreements can be signed for new projects," the official said. (Economic Tiimes, 
September 17) 
 
After Ulips, traditional plans come under Irda scanner 
 
After unit-linked insurance policies (Ulips), the Insurance Regulatory and 
Development Authority (Irda) is set to crack the whip on traditional plans as well. 
According to Irda sources, the regulator is wary of the low life risk covers associated 
with some traditional policies and is planning to introduce a minimum death benefit 
at five times the annual premium. (Business Standard, September 19) 
 
MFIs in a quandary as clients refuse to repay loans 
 
Desperate to collect dues of nearly Rs70bn which were held up with the clients for 
almost a year, the microfinance institutions (MFIs) in Andhra Pradesh have now 
doubled efforts to get back their money. There are many clients of various MFIs - 
who have loan dues amounting up to over Rs40,000 to different MFIs — who insist 
that they did not have the capacity to repay. (Business Line, September 19) 
 
Govt panel to look into banks' capital needs 
 
The government has formed a committee to look into the capital requirements of 
public sector banks in the light of the Basel-III norms, which the banks will start 
implementing from 2013. The finance ministry on Saturday reiterated that the 
government is committed to seeing its banks are well capitalised. (Business 
Standard, September 18) 
 
Bankers take the digital path to financial inclusion 
 
PJ Nayak, MD and country head, Morgan Stanley, has called for a bigger role for 
non-banking institutions in fostering financial inclusion, saying it would result in a 
more diverse financial ecosystem. Nayak believes that projecting banks as the 
central thrust of financial inclusion may not really work. (Financial Express, 
September 19) 
 
SEBI's decision to revise penalty upsets traders 
 
Brokers fear that the move will adversely impact participation of investors in the 
derivatives segment. Investors may have to cut their outstanding positions thereby 
affecting liquidity in the system, as brokers would be compelled to demand more 
margins to avoid being subjected to penalty. (Economic Times, September 19) 
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Old private banks factor in hike ahead of RBI announcement 
 
Old private banks such as Catholic Syrian Bank, Tamilnad Mercantile Bank and City 
Union Bank seem to have hiked their base rate recently. So, a hike in the rate post 
the RBI's announcement of a hike in the repo rate today, did not leave the chiefs of 
these banks speechless, nor made them say ‘we will take cue from the bigger 
players in the industry,' as they did in the past. (Business Line, September 17) 
 
Bond yields inch up on RBI's hawkish tone 
 
Yields on the 10-year benchmark 7.80% government bonds closed three basis 
points higher at 8.36% Friday, compared with yesterday’s close of 8.33%. “Markets 
had already priced in the rate rise and, hence, did not react much,” said a treasury 
official of a Chennai-based public sector bank. The lack of fresh supply from bond 
auctions kept the yields from hardening further. (Business Standard, September 17) 

Banks / Financial Institutions 
LIC wants to buy over 10% in a company 
 
Life Insurance Corporation of India (LIC) has asked the sector regulator to allow a 
single fund from its portfolio to hold more than 10% of a company, so that it can buy 
more equity in a falling market. "We have reached the 10% ceiling and so we keep 
churning the portfolio, depending upon the market conditions. We have written to 
the regulator to increase the headroom," said DK Mehrotra, the acting chairman of 
LIC.  (Economic Times, September 19) 
 
IOB seeks Rs40.16bn capital support for 3 years 
   
Indian Overseas Bank (IOB) has sought capital support of Rs40.16bn from the 
Govt. to fund its business growth for the three-year period beginning 2011-12. Of 
this Rs40.16bn, IOB has pegged the requirement for this fiscal at Rs12-Rs14bn. 
Although necessary enabling resolutions are in place to raise equity capital from 
public, the bank is not looking to come out with any follow-on public offering (FPO) 
this fiscal, Mr Narendra said. (Business Line, September 18) 
 
Srei Infra raises lending rate 75 bps 
   
Srei Infrastructure Finance Ltd has hiked its benchmark lending rate by 75 basis 
points to 17.5 per cent with immediate effect. The company’s Asset Liability 
Management Committee took the decision to raise interest rates after reviewing the 
trend of increasing interest rates to curb inflation, said a press statement from Srei. 
(Business Line, September 17) 
 
ICICI Lombard eyes art insurance 
   
ICICI Lombard General Insurance Company is eyeing the ‘relatively small and 
untapped' Indian art insurance market to expand its product portfolio. The Indian art 
market has seen a 500 per cent jump in sales in the last five years, according to a 
company presentation. Art insurance, among others, covers any damage arising 
from natural disasters, including floods and terrorism, transportation and restoration 
of the art work.  (Business Line, September 19) 
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Sidbi to unveil Rs8.5bn VC funds to support SMEs   
 
Small Industries Development Bank of India, or Sidbi, plans to launch three venture 
capital funds worth 8.5bn this fiscal to support small and medium enterprises. "The 
domestic market for SMEs is buoyant. The funds will support the growth story," 
Sidbi managing director S Muhnot told newsmen in Kolkata.  (Economic Times, 
September 17) 
 
Karur Vysya Bank on expansion mode 
   
Karur Vysya Bank has added 10 branches and 50 ATMs to its network, to take the 
total branch network to 386 and ATMs to 583. It is aiming to have a network of 400 
branches and 600 ATMs by end-September. Mr R. Gopalan, Secretary, Department 
of Economic Affairs, Ministry of Finance, inaugurated the Delhi – Connaught Circus 
branch.  (Business Line, September 19) 

Opinion 
High prices to force home loan growth dip: National Housing Bank 
 
Housing finance watchdog National Housing Bank (NHB) has said demand for 
home loans will slow down in the next few months due to high property prices. 
"Housing loans can be a bit sluggish because buyers feel there is no way of getting 
properties at a reasonable price, (and) they are postponing their purchases," NHB 
chairman and managing director RV Verma told reporters here over the weekend. 
(Economic Times, September 19) 
 
New banks need to attune with national priorities: FM 
 
With just 40% of India’s population having bank accounts, finance minister on 
Saturday exhorted banks to do more for financial inclusion. Speaking at the FE Best 
Banks Awards ceremony, Mukherjee said he expected “the new banks which are 
going to come would be in a position to effectively compete with existing players 
and attune themselves with national priorities”. (Financial Express, September 19) 
 
RBI may hike lending rates further, says Exim Bank CMD 
 
This was 12th rate hike by the apex bank in the past 18 months. “This may not be 
the last time that we are seeing a rate hike, the cycle may continue because of the 
rising inflation. Industry must also adjust to this high tide level,” said T C A 
Ranganathan, chairman and managing director, Exim Bank, speaking on the 
sidelines of an ICC meet here. (Business Standard, September 19) 
 
Non-life insurance sector to reach Rs900bn by 2015 
 
The non-life insurance industry is expected to grow by over 18 per cent by 2015 to 
become a Rs900bn sector from the current level of Rs470bn, the Associated 
Chambers of Commerce and Industry of India (Assocham) has estimated. The 
growth forecast is being attributed to strong demands and growth of consumer base 
in motoring and healthcare, growth of services and small and medium enterprises. 
(Business Standard, September 19) 
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Splitting the chair in PSU Banks 
 
The Reserve Bank of India’s (RBI) proposal to split the post of chairman and 
managing director in pblic sector banks (PSB) is in line with the recommendations 
of HR committee on PSBs, 2010, appointed by the government, which this author 
had the privilege to chair. There are arguments for and against the proposal. 
(Economic Times, September 17) 
 
RBI right in sticking to its guns  
 
 As expected by many observers and the markets, the RBI has raised the policy 
rates by 25bps to deal with the phenomenon of intractable inflation. After the index 
of industrial production for July 2011 showed a deceleration in the year-on-year 
growth from 8.8% in June to 3.3%, both industry and government put pressure on 
the RBI to declare a pause in its rate hikes, despite the near double-digit inflation 
prevailing in the economy.  (Business Line, September 17) 
 
The rate hikes have backfired 
 
The RBI's mid-quarter review justifies, as usual with clarity, the decision to raise the 
repo rate last Friday. Modest as the hike may be, it signals the apex bank's intention 
to continue its hawkish stance. Banks are aware that the borrowing sentiment isn't 
exactly buoyant, given the hikes in lending rates so far. They are worried about the 
likely fall-out of those hikes on existing exposures. (Business Line, September 17) 
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Advisers Act 2008 (‘FAA’) through Citigroup Global Markets Australia Pty Ltd (ABN 64 003 114 832 and AFSL No. 240992), an overseas financial adviser as 
defined by the FAA, participant of the ASX Group and regulated by the Australian Securities & Investments Commission. Citigroup Centre, 2 Park Street, 
Sydney, NSW 2000.  The Product is made available in Pakistan by Citibank N.A. Pakistan branch, which is regulated by the State Bank of Pakistan and 
Securities Exchange Commission, Pakistan. AWT Plaza, 1.1. Chundrigar Road, P.O. Box 4889, Karachi-74200.  The Product is made available in the 
Philippines through Citicorp Financial Services and Insurance Brokerage Philippines, Inc., which is regulated by the Philippines Securities and Exchange 
Commission. 20th Floor Citibank Square Bldg. The Product is made available in Poland by Dom Maklerski Banku Handlowego SA an indirect subsidiary of 
Citigroup Inc., which is regulated by Komisja Nadzoru Finansowego.  Dom Maklerski Banku Handlowego S.A. ul.Senatorska 16, 00-923 Warszawa.  The 
Product is made available in the Russian Federation through ZAO Citibank, which is licensed to carry out banking activities in the Russian Federation in 
accordance with the general banking license issued by the Central Bank of the Russian Federation and brokerage activities in accordance with the license 
issued by the Federal Service for Financial Markets.  Neither the Product nor any information contained in the Product shall be considered as advertising the 
securities mentioned in this report within the territory of the Russian Federation or outside the Russian Federation.  The Product does not constitute an 
appraisal within the meaning of the Federal Law of the Russian Federation of 29 July 1998 No. 135-FZ (as amended) On Appraisal Activities in the Russian 
Federation.  8-10 Gasheka Street, 125047 Moscow.  The Product is made available in Singapore through Citigroup Global Markets Singapore Pte. Ltd. 
(“CGMSPL”), a capital markets services license holder, and regulated by Monetary Authority of Singapore. Please contact CGMSPL at 1 Temasek Avenue, 
#39-02 Millenia Tower, Singapore 039192, in respect of any matters arising from, or in connection with, the analysis of this document. This report is intended 
for recipients who are accredited, expert and institutional investors as defined under the Securities and Futures Act (Cap. 289). The Product is made 
available by The Citigroup Private Bank in Singapore through Citibank, N.A., Singapore Branch, a licensed bank in Singapore that is regulated by Monetary 
Authority of Singapore. Please contact your Private Banker in Citibank N.A., Singapore Branch if you have any queries on or any matters arising from or in 
connection with this document. This report is intended for recipients who are accredited, expert and institutional investors as defined under the Securities 
and Futures Act (Cap. 289).  This report is distributed in Singapore by Citibank Singapore Ltd ("CSL") to selected Citigold/Citigold Private Clients. CSL 
provides no independent research or analysis of the substance or in preparation of this report. Please contact your Citigold//Citigold Private Client 
Relationship Manager in CSL if you have any queries on or any matters arising from or in connection with this report. This report is intended for recipients 
who are accredited investors as defined under the Securities and Futures Act (Cap. 289).   Citigroup Global Markets (Pty) Ltd. is incorporated in the 
Republic of South Africa (company registration number 2000/025866/07) and its registered office is at 145 West Street, Sandton, 2196, Saxonwold. 
Citigroup Global Markets (Pty) Ltd. is regulated by JSE Securities Exchange South Africa, South African Reserve Bank and the Financial Services Board.  
The investments and services contained herein are not available to private customers in South Africa.  The Product is made available in Spain by Citigroup 
Global Markets Limited, which is authorised and regulated by Financial Services Authority.  29 Jose Ortega Y Gassef, 4th Floor, Madrid, 28006, Spain.  The 
Product is made available in the Republic of China through Citigroup Global Markets Taiwan Securities Company Ltd. ("CGMTS"), 14 and 15F, No. 1, 
Songzhi Road, Taipei 110, Taiwan and/or through Citibank Securities (Taiwan) Company Limited ("CSTL"), 14 and 15F, No. 1, Songzhi Road, Taipei 110, 
Taiwan, subject to the respective license scope of each entity and the applicable laws and regulations in the Republic of China. CGMTS and CSTL are both 
regulated by the Securities and Futures Bureau of the Financial Supervisory Commission of Taiwan, the Republic of China. No portion of the Product may be 
reproduced or quoted in the Republic of China by the press or any third parties [without the written authorization of CGMTS and CSTL]. If the Product covers 
securities which are not allowed to be offered or traded in the Republic of China, neither the Product nor any information contained in the Product shall be 
considered as advertising the securities or making recommendation of the securities in the Republic of China. The Product is for informational purposes only 
and is not intended as an offer or solicitation for the purchase or sale of a security or financial products. Any decision to purchase securities or financial 
products mentioned in the Product must take into account existing public information on such security or the financial products or any registered prospectus.  
The Product is made available in Thailand through Citicorp Securities (Thailand) Ltd., which is regulated by the Securities and Exchange Commission of 
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Thailand.  18/F, 22/F and 29/F, 82 North Sathorn Road, Silom, Bangrak, Bangkok 10500, Thailand.  The Product is made available in Turkey through 
Citibank AS which is regulated by Capital Markets Board.  Tekfen Tower, Eski Buyukdere Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey.  In the 
U.A.E, these materials (the "Materials") are communicated by Citigroup Global Markets Limited, DIFC branch ("CGML"), an entity registered in the Dubai 
International Financial Center ("DIFC") and licensed and regulated by the Dubai Financial Services Authority ("DFSA") to Professional Clients and Market 
Counterparties only and should not be relied upon or distributed to Retail Clients. A distribution of the different CIRA ratings distribution, in percentage terms 
for Investments in each sector covered is made available on request.  Financial products and/or services to which the Materials relate will only be made 
available to Professional Clients and Market Counterparties.  The Product is made available in United Kingdom by Citigroup Global Markets Limited, which 
is authorised and regulated by Financial Services Authority.  This material may relate to investments or services of a person outside of the UK or to other 
matters which are not regulated by the FSA and further details as to where this may be the case are available upon request in respect of this material.  
Citigroup Centre, Canada Square, Canary Wharf, London, E14 5LB.  The Product is made available in United States by Citigroup Global Markets Inc, which 
is a member of FINRA and registered with the US Securities and Exchange Commission. 388 Greenwich Street, New York, NY 10013.   Unless specified to 
the contrary, within EU Member States, the Product is made available by Citigroup Global Markets Limited, which is regulated by Financial Services 
Authority.  
Pursuant to Comissão de Valores Mobiliários Rule 483, Citi is required to disclose whether a Citi related company or business has a commercial relationship 
with the subject company. Considering that Citi operates multiple businesses in more than 100 countries around the world, it is likely that Citi has a 
commercial relationship with the subject company.  
Many European regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of 
publication or distribution of investment research. The policy applicable to CIRA's Products can be found at www.citigroupgeo.com.   
Compensation of equity research analysts is determined by equity research management and Citigroup's senior management and is not linked to specific 
transactions or recommendations.   
The Product may have been distributed simultaneously, in multiple formats, to the Firm's worldwide institutional and retail customers.  The Product is not to 
be construed as providing investment services in any jurisdiction where the provision of such services would not be permitted.  
Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in price and/or value and investors may get 
back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value that could equal or exceed the amount 
invested. Certain investments contained in the Product may have tax implications for private customers whereby levels and basis of taxation may be subject 
to change. If in doubt, investors should seek advice from a tax adviser.  The Product does not purport to identify the nature of the specific market or other 
risks associated with a particular transaction.  Advice in the Product is general and should not be construed as personal advice given it has been prepared 
without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice, 
consider the appropriateness of the advice, having regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the 
client's responsibility to obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the product. 
With the exception of our product that is made available only to Qualified Institutional Buyers (QIBs), CIRA concurrently disseminates its research via 
proprietary and non-proprietary electronic distribution platforms. Periodically, individual CIRA analysts may also opt to circulate research posted on such 
platforms to one or more clients by email. Such email distribution is discretionary and is done only after the research has been disseminated via the 
aforementioned distribution channels. CIRA simultaneously distributes product that is limited to QIBs only through email distribution. 
The level and types of services provided by CIRA analysts to clients may vary depending on various factors such as the client’s individual preferences as to 
the frequency and manner of receiving communications from analysts, the client’s risk profile and investment focus and perspective (e.g. market-wide, sector 
specific, long term, short-term etc.), the size and scope of the overall client relationship with Citi and legal and regulatory constraints. 
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