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SBI Gains As Govt Approves Preferential
Allotment

SBI share price gained during today’s
trade after the lender informed that it will
issue shares to the government on a
preferential basis. This will aid the bank
meet common capital ratio (CET-1) capital
requirement under Basel-III norms.

Under Secretary to the government,
Surender Singh informed that the
government under 5 (2) of SBI Act 1955
gave the approval to increase the paid up
capital by the way of preferential

allotment of equity shares to the government of India.

As on December 20, the lender passed a special resolution for up to Rs 5,681
crore capital infusion in the bank by the way of preferential issue of equity
shares in favor of the government.

Intraday on Friday, SBI share price rose 0.72 per cent to Rs 260.25 on the
NSE. The stock opened at Rs. 258.50 against its previous close at Rs. 258.40.

The stock also got strength post Debt Recovery Tribunal pronounced its
order on the pleas of SBI-led consortium of banks for recovery of over Rs
9,000 crore from beleaguered liquor baron Vijay Mallya in the Kingfisher
Airlines case. DRT has passed the order in favor of SBI-led consortium.
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The effect of demonetization still lingers

SBI mentioned that it could retain anything from 15 per cent to 40 per cent
of the deposit boost it received after the government withdrew about four-
fifths of the banknotes in circulation in November.

For days investors have calculated over whether the increasing bank
deposits caused by the November 9 ban on high-value notes will ultimately
benefit lenders. The S&P Bankex Index, which tracks 10 lenders, increased
almost 4 per cent after the move, before dipping 13 per cent and has since
clawed back much of that slump. Sustaining more deposits implies low cost
funds that can be lend out to improve bottom line at banks.

Prime Minister Narendra Modi’'s sudden stunt of banning old Rs 500 and Rs
1,000 notes, a move that pulled cash-intensive businesses to a standstill and
had countless Indians queuing at banks to deposit their now invalidated
currencies or exchange them for new notes. The resulting liquidity surge
brought funding costs down for lenders including SBI, offering them scope to
cut interest rates.

SBI''s low-cost deposits had surged by Rs 1.4 lakh crore post the cash ban
and the lender is seeing unprecedented liquidity. While the company's loan
book had contracted after the ban, advances in the year to March 31 are
expected to expand as much as 9 per cent, compared with about 6.7 per cent
as of December 31.




)

DYNAMIC . StateiBankeinGia)

Disclaimer
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