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Your Bank responded quickly
and effectively to the demands
of the pandemic by ensuring
uninterrupted banking services,
providing financial relief to
households, and ensuring flow of
working capital to business. ”
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Managing Director & CEO
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Dear Shareholders,

On behalf of the Board of Directors and the Management
Team of IDBI Bank, | place before you the highlights
of your Bank’s performance for the financial year
2020-21. Before | elaborate on the details of your
Bank’s operational and financial performance, | would
like to briefly outline the state of the Indian economy
in 2020-21 to provide a contextual perspective.

Financial Year (FY) 2020-21 was an extraordinary year
by any measure. It was a year of a global pandemic,
COVID-19, which triggered a global recession. It marked
a year of unprecedented government actions to save
millions of lives as well as to strive to contain the economic
fallout of the pandemic. It was a year in which each of
us faced difficult personal challenges, and a staggering
number of us lost loved ones. My heart goes out to
everyone who has been affected by the health and
economic challenges of the COVID-19 pandemic.

State of the Indian economy in FY 2020-21

As the world was battling on all fronts against the
outbreak of the COVID-19 pandemic, India was also
considerably affected by the pandemic. In a bid to
contain the spread of the pandemic, India went into a
lockdown in late March 2020, which continued for the
next two months. Both the Government of India (Gol)
and the Reserve Bank of India (RBI) implemented a
judicious mix of fiscal and monetary policies to mitigate
the negative impact of COVID-19 on the economy.
Topping up the ¥ 1.7 lakh crore relief package announced
in March 2020, the Gol unveiled a special economic and
comprehensive package ‘AtmaNirbhar Bharat’ in three
phases in the months of May, October and November
in the year 2020 with an aim to encourage business,
attract investments and strengthen the resolve for ‘Make
in India’. The AtmaNirbhar Bharat package included,
among others, in-kind and cash transfer relief measures
for households, employment provision measures
under Pradhan Mantri Garib Kalyan Rojgar Abhiyaan,
increased allocation under Mahatma Gandhi National
Rural Employment Guarantee Scheme (MGNREGS),
credit guarantee & equity infusion-based relief measures
for MSMEs & NBFCs etc. Structural reforms were
also announced as part of the AtmaNirbhar Bharat
Package which, inter alia, included deregulation of the
agricultural sector, change in definition of MSMEs, new
PSU policy, commercialization of coal mining, higher
FDI limits in defense and space sector, development of
Industrial Land/ Land Bank and Industrial Information
System, revamp of Viability Gap Funding scheme
for social infrastructure, new power tariff policy and
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Towards a Better Tomorrow

incentivising States to undertake sector reforms. The
RBI also responded with a mix of conventional and
unconventional measures to ensure ample system-
level liquidity as well as targeted liquidity to support
vulnerable sectors, institutions and financial instruments.
In addition to reduced policy rates and sustained forward
guidance in the form of an accommodative monetary
policy stance, the RBI conducted market operations
through a variety of instruments, including Long Term
Repo Operations (LTROs), Targeted Long Term Repo
Operations (TLTROs), On-Tap TLTROs aimed at specific
sectors, a liquidity window for mutual funds, a Special
Liquidity Scheme (SLS) operationalised through a
special purpose vehicle to improve the liquidity position
of Non-Banking Financial Companies (NBFCs) and
Housing Finance Companies (HFCs), special refinance
facilities to select All India Financial Institutions (AlFIs),
Open Market Operations (OMOs) including in State
Development Loans (SDLs) and twist operations. The
RBI also extended regulatory forbearance that saw
moratorium being extended to borrowers as well as
announced Resolution Framework in two phases with
relaxed norms for restructuring assets.

The concerted measures taken by the Gol and the
RBI helped the economic revival as evidenced by the
positive growth in India’s real Gross Domestic Product
(GDP) in the second half of FY 2020-21, although the
contraction in the first two quarters resulted in negative
growth for the full year.

Business Strategy

As the events unfolded throughout the year, your
Bank responded appropriately, guided by its vision
of being the most preferred and trusted bank, as it
acknowledged that banking plays an essential role
in enabling companies and individuals to reach for
their dreams, and for being a source of strength in
difficult times. Your Bank responded quickly and
effectively to the demands of the pandemic by ensuring
uninterrupted banking services, providing financial
relief to the households, ensuring flow of working
capital and credit to business and supporting the
delivery of the policy measures announced by the Gol
and the RBI to the intended beneficiaries.

While no one could have ever predicted the nature or
extent of the crisis that is unfolding before the world,
the Bank exhibited financial and operational resilience
during a period of intense stress. The vision of the
Bank’s leadership team, coupled with the untiring
efforts of its workforce, bore fruits as reflected by the
improvement in the performance of the Bank.
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The Bank has adopted a risk-calibrated business
strategy to ensure stable and profitable growth over
the longer run, especially in view of the challenging
operating environment and the uncertainties brought
to the forefront by the pandemic. Continuing on its
envisaged strategic positioning as a retail-focussed
bank as also due to constraints on lending to corporates
on account of being under the PCA framework, your
Bank persevered on ramping up its Retail, Agri and
MSME (RAM) asset book. At the same time, the Bank
continued to consciously limit its corporate exposure to
bring about the desired asset mix which is diversified
and granular in nature. On the liability side, your Bank
strived to boost the share of its low-cost deposits
base i.e. CASA deposits to the total deposit while
reducing reliance on bulk term deposits. Tapping into
the synergy opportunities, your Bank continued to
liaison with the Life Insurance Corporation of India (LIC)
to derive benefits in terms of growth in its retail liability
and asset book as well as augment fee income. During
FY 2020-21, the Bank collected premium amounting to
¥ 863 crore on behalf of the LIC, which accounts for
50% of the total premium collected by the LIC through
Bancassurance, and earned a fee income of ¥ 62 crore.
These strategic endeavours of your Bank were backed
by introduction of new offerings as well as revamping
the existing products/ services. Given the restrictions
on movement due to the pandemic, your Bank ensured
seamless customer experience across alternate/ digital
channels as also added new functionalities to enhance
customer convenience.

?863 crore

Premium collected by the Bank on behalf of LIC

Recognising the need for addressing the asset
quality concerns in a sustained manner for securing
a stable and profitable future growth path, your Bank
has intensified its efforts to maximise recovery and
upgradation of delinquent asset portfolio through legal
and regulatory routes. To ensure a focussed approach
to resolve the existing stress, the Bank has also set
up dedicated teams to drive recovery in corporate
and retail portfolio. In order to mitigate the asset
quality concerns going forward, the Bank has also
strengthened its credit monitoring mechanism in order
to closely monitor the onset of stress in the Bank’s
portfolio and to prevent slippages in asset quality. In
this context, it may be pertinent to mention that keeping
in view the possible financial stress on its customers
base on account of the COVID-19 induced lockdown/
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restrictions, your Bank extended the moratorium facility
to all eligible customers in line with the regulatory and
statutory guidelines. The accounts of borrowers who
have opted for the moratorium are being monitored
closely to ensure regular repayment and thereby, avoid
stress in asset quality.

The initiatives taken by your Bank, under the broad
contours of its business strategy, have been detailed in
the Directors’ Report and Management Discussion and
Analysis sections of the Annual Report. | am pleased
to state that the concerted efforts taken by your Bank
yielded positive results on several fronts. | would like
to highlight some of these parameters for your benefit.

Financial and Operational Highlights

Operating in a challenging time, your Bank remained
committed to creating value for its stakeholders and turned
in a strong financial performance during the year.

1.97%

Net NPA as at end-March 2021

The total deposits of your Bank grew by 3.81% from
¥ 2.22 lakh crore as at end-March 2020 to ¥ 2.31
lakh crore as at end-March 2021. The low-cost
CASA deposit base of the Bank registered an
annualised growth of 9.70% from ¥ 1.06 lakh crore
as at end-March 2020 to ¥ 1.16 lakh crore as at
end-March 2021, leading to an increase in the share
of CASA deposits to total deposits by 271 basis
points (bps) from 47.74% as at end-March 2020 to
50.45% as at end-March 2021. Simultaneously, the
retail term deposits book was consciously grown by
13.76% from % 76,993 crore as at end-March 2020 to
T 87,586 crore as at end-March 2021. Reducing its
reliance on institutional deposits, the Bank pruned
its bulk deposits by 31.65% from ¥ 39,243 crore as at
end-March 2020 to ¥ 26,821 crore as at end-March
2021, resulting in a lower share in the total deposits
from 17.64% as at end-March 2020 to 11.62% as at
end-March 2021. These developments helped the
Bank in reducing its Cost of Deposits by 79 bps from
5.08% for FY 2019-20 to 4.29% for FY 2020-21 and
Cost of Funds by 88 bps from 5.44% for FY 2019-20
to 4.56% for FY 2020-21.

Making progress in its strategy of realigning the
portfolio mix in favour of retail, your Bank’s loan book
composition of retail to corporate advances improved
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from 56:44 as at end-March 2020 to 62:38 as at
end-March 2021. On the Priority Sector Lending (PSL)
front, the Bank exceeded the regulatory PSL target
of 40% with the priority sector advances amounting
to ¥ 69,334 crore, aggregating to 40.95% of Adjusted
Net Bank Credit (ANBC).

As a consequence of shifting towards a more retail-
oriented portfolio mix, coupled with certain strategic
capital conservation measures, your Bank was able to
reduce its Risk Weighted Assets (RWA) from ¥ 1.59 lakh
crore as at end-March 2020 to ¥ 1.57 lakh crore as at
end-March 2021. The capital position of your Bank
has improved with the Capital to Risk (Weighted)
Assets Ratio (CRAR) and Tier 1 capital plus Capital
Conservation Buffer (CCB) Ratio from 13.31% and
10.57%, respectively, as at end-March 2020 to 15.59%
and 13.06%, respectively, as at end-March 2021.
At these levels, both were above the RBI prescribed
minimum of 10.875% and 8.875% respectively.

The numerous steps taken by your Bank to improve its
assets quality have led to positive developments even
on this front. The Gross Non-Performing Assets (GNPASs)
and Net Non-Performing Assets (NNPA) improved from
27.53% and 4.19%, respectively, as at end-March 2020
to 22.37% and 1.97%, respectively, as at end-March
2021. As a conscious strategy, your Bank improved its
Provision Coverage Ratio (PCR) from 93.74% as at end-
March 2020 to 96.90% as at end-March 2021, which
is arguably one of the highest in the industry. Close
monitoring of accounts has helped in reducing First
Time NPAs (FTNPAs) from ¥ 8,384 crore in FY 2019-20
to ¥ 2,382 crore in FY 2020-21.

The strategic measures taken by your Bank helped it
in improving its Net Interest Margin (NIM) by 77 bps
from 2.61% for FY 2019-20 to 3.38% for FY 2020-21.
The Bank saw a 38.71% growth in its Operating Profit
from % 5,112 crore for FY 2019-20 to ¥ 7,091 crore in
FY 2020-21. The Bank was back in the black by posting
a Net Profit of ¥ 1,359 crore in FY 2020-21 for the first
time after five consecutive financial years.

This is indeed a momentous achievement for the Bank,
especially as it was confronted by unprecedented
challenges due to the outbreak of the COVID-19
pandemic since the last financial year.
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Progress under the Prompt Corrective Action
(PCA) framework

Considering the improvement in the Bank’s financial
health, the RBI, vide its letter dated March 10, 2021,
decided to lift the restrictions imposed on the Bank
under the PCA framework subject to certain conditions
and continuous monitoring. This is a commendable
milestone for the Bank given the challenges and
difficulties it has faced in the business and operating
environment in the last year.

Way Forward

Since the business strategy of the Bank will continue to be
shaped by the overall operational environment, it may be
pertinent to briefly touch upon the economic outlook for
the year ahead. The growth in FY 2021-22 is likely to be
a story of two halves, with economic activity picking up
rapidly in the second half. The optimism about the outlook
stems from the continued and steady performance by the
agriculture sector, which so far, has been largely immune
to the adverse impact of the restrictive measures as well
as a strong rebound in manufacturing and several services
sectors. On the demand side, recent data suggests that
capital investments have seen a strong rebound after a
prolonged period of lull. The momentum is expected to
continue as held-up or postponed investment decisions
will likely see implementation after a lag of one year.
More importantly, the base effect will give a big thrust
to overall growth.

The exit from the RBI's PCA framework has
unlocked huge potential for your Bank as it can now
undertake a wide-range of banking activities and tap
the emerging opportunities to boost its business
performance. Your Bank will continue to remain
committed towards its strategic positioning as a
retail-oriented bank with focus on growing the share
of the loan book of retail and small & medium-sized
enterprises. Your Bank may also explore avenues
to grow its corporate credit book, especially in the
mid-corporate segment, in a risk-calibrated and
cautious manner. The thrust on growth in the low-cost
deposits (CASA) will continue to influence the liability
side strategy. Taking lesson from the impact that
severe delinquency had on its financial health in
the past, your Bank has consciously upgraded its
credit appraisal standard, apart from placing due
emphasis on robust recovery/ upgradation and close
monitoring of portfolio to prevent any slippages in its
asset quality. Since the muted operating environment
clouds the outlook for the lending activity, your
Bank will focus on maximising fee income. At the
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same time, to boost the bottom-line, your Bank will
work towards minimising its operating expenses
and increasing productivity. To ensure a focussed
approach towards these business objectives, the
Bank has, over the years, taken steps to put in place
an appropriate organisation structure.

Your Bank is appropriately backing these business
strategies by investing in upgradation of its digital
capabilities in keeping with its intended objective
of being a future-ready bank. Recognising that
credibility and trust are the biggest assets a bank
can have, your Bank has been working steadfastly
in strengthening its risk management, corporate
governance and regulatory compliance framework.
Amidst the broader framework, your Bank is
committed to its core value of placing the customer
first in its priorities as they are its driving force.

IDBI Bank family is committed to stand by all
its stakeholders in these extraordinary times of
the COVID-19 pandemic. Your Bank will strive to
extend all possible support to all its stakeholders
and is committed to working with the policymakers to
protect the most vulnerable segments of the society.
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