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No relaxation in
new stressed loan
rules, indicates
central bank
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PUNE: The Reserve Bank of India
(RBI) seems to have ruled out
relaxations in its new stressed
loanrules. RBI deputy governor
N S Vishwanathan defended the
rules announced in February,
saying that they were aimed at
improving credit culture and
nudging lenders to be proactive
intackling early signs of stress.

The new rules stipulate that
starting March 1, lenders must
implement a resolution plan
within 180daysfor loanaccounts
of at Teast 32,000 crore, failing
which the defaulting borrowers
must be referred to insolvency
courts. They alsomandate banks
toreportdefaults weekly toRBI,
evenifloan paymentsaredelayed
byaday.

The new framework, which
had replaced earlier schemes
such asstrategic debt restructur-
ing (SDR), 5/25 refinancing and
Schemefor Sustainable Structur-
ingof Stressed Assets(S4A), was
seenastooharshbybankersand
someanalysts, They havelobbied
forextendingthe time period for
resolution and also asked for a
relaxationon the one-day default
clause. Butthedemandshave cut
noice with the centralbank.

“The RBI believes that a
focused framework for resolu-
tion of distressed borrowers
which respects and enforces the
sanctity of the debt contract is
required to make sure that the
excesses observed during thelast
creditcyclearenotrepeatedand
wedon’tendupinasimilar situa-
tion a few years down the line,”
Vishwanathansaidinaspeechto

/ graduates of National Institute of

Bank ManagementinPune.



