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‘eĐeŶtlǇ, AditǇa Biƌla PaǇŵeŶts BaŶk ;ABPBͿ aŶŶouŶĐed shuiŶg doǁŶ its opeƌaioŶs fƌoŵ ϭϴ OĐt͛ϭϵ ĐiiŶg uŶaŶiĐipated deǀelopŵeŶts iŶ the 
ďusiŶess laŶdsĐape that haǀe ŵade the eĐoŶoŵiĐ ŵodel uŶǀiaďle. This is Ŷot the iƌst suĐh deǀelopŵeŶt ƌelated to paǇŵeŶt ďaŶks ;PBsͿ . OŶ JulǇ 
ϭϱ, VodafoŶe ŵ-Pesa had also shut shop.  
IŶ ϮϬϭϰ, ‘BI ĐoŶĐeptualised the PB ŵodel oŶ the ƌeĐoŵŵeŶdaioŶ of NaĐhiket Moƌ Đoŵŵitee foƌ fuƌtheƌiŶg iŶaŶĐial iŶĐlusioŶ ďǇ pƌoǀidiŶg sŵall 
saǀiŶgs aĐĐouŶts aŶd paǇŵeŶts/ƌeŵitaŶĐe seƌǀiĐes to uŶoƌgaŶised seĐtoƌ eŶiies. Hoǁeǀeƌ, it seeŵs to haǀe failed to aĐhieǀe the stated  
oďjeĐiǀes, as oŶlǇ ϰ-PBs aƌe opeƌaioŶal out of the ϭϭ liĐeŶsed plaǇeƌs. IŶ ϭϵϵϬs also, ‘BI had ŵade aŶ ateŵpt to Đƌeate LoĐal Aƌea BaŶks ;LABsͿ 
that aƌe ĐuƌƌeŶtlǇ faĐiŶg a host of issues.  
We ďelieǀe, PBs ĐuƌƌeŶtlǇ faĐe stƌiŶgeŶt ƌegulaioŶs oŶ ďoth asset aŶd liaďilitǇ side. OŶ the asset side, PBs faĐe a ďlaŶket ďaŶ oŶ aŶǇ tǇpe of  
leŶdiŶg. OŶ the liaďilitǇ side too, theǇ ĐaŶŶot aĐĐept deposits higheƌ thaŶ ₹ϭ lakh. Besides, Đapital ƌeƋuiƌeŵeŶt is Ƌuite steep at ϭϱ% Đapital to ƌisk 
ǁeighted assets ƌaio. Though the ďusiŶess of PBs is fƌee fƌoŵ Đƌedit ƌisk aŶd faĐes ƌelaiǀelǇ loǁeƌ ŵaƌket ƌisk, ďut it is suďjeĐt to opeƌaioŶal aŶd 
liƋuiditǇ ƌisk. PBs aƌe tuƌŶiŶg out to ďe ǁoƌkiŶg ŵeƌelǇ as aŶ aggƌegatoƌ - a disiŶteƌŵediaioŶ ǀehiĐle foƌ depositoƌs to iŶǀest iŶ G-seĐs. PBs  
eŵeƌgiŶg as a ƌeal Đoŵpeitoƌ to ďaŶks is Ŷot a Ŷeaƌ-teƌŵ possiďilitǇ ǁith deposits up to ₹ ϭ lakh ĐoŵpƌisiŶg oŶlǇ ϵ% of total deposits of the  
ďaŶkiŶg sǇsteŵ iŶ teƌŵs of ǀalue ;ϳϬ% iŶ teƌŵs of Ŷuŵďeƌ of aĐĐouŶtsͿ. 
AlteƌŶaiǀelǇ, the PB ŵodel Đould sill ďe a suĐĐess - ďut oŶlǇ ǁith the uŶiǀeƌsal ďaŶks aŶd teleĐoŵ ĐoŵpaŶies ǁoƌkiŶg togetheƌ haǀiŶg stƌoŶg  
iŶfƌastƌuĐtuƌe, deep poĐkets aŶd Ŷetǁoƌk iŶ plaĐe. Soŵe of the suggesioŶs to ƌeǀiǀe the ďaŶks Đould ďe: ;iͿ AƌƌaŶgeŵeŶt ǁith UŶiǀeƌsal ďaŶk to 
autoŵaiĐallǇ tƌaŶsfeƌ fuŶds iŶ aĐĐouŶts eǆĐeediŶg ₹ ϭ lakh. ;iiͿ AĐĐess to Aadhaaƌ ďased KYC, as ŵaŶual KYC is at least thƌee iŵes iŶ teƌŵs of Đost 
to e-KYC. ;iiiͿ ‘BI should alloǁ PBs to ie up ǁith thiƌd-paƌtǇ seƌǀiĐes to Đƌoss sell pƌoduĐts, as ŵaƌgiŶs aƌe sŵall, so sĐale is ǀeƌǇ iŵpoƌtaŶt. The  
futuƌe is uŶĐeƌtaiŶ, ďut iŶ iŵe ǁe hope PB ďusiŶess ǁill eǆpaŶd aŶd eǀolǀe, ǁith the help of ƌegulatoƌǇ aŶd GoǀeƌŶŵeŶt suppoƌt. TheŶ theǇ 
ǁill aďle to aĐhieǀe theiƌ oďjeĐiǀes.  
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 ‘eĐeŶtlǇ, AditǇa Biƌla PaǇŵeŶts BaŶk ;ABPBͿ aŶŶouŶĐed shuiŶg doǁŶ its 
opeƌaioŶs fƌoŵ ϭϴ OĐt͛ϭϵ ĐiiŶg uŶaŶiĐipated deǀelopŵeŶts iŶ the ďusiŶess 
laŶdsĐape that haǀe ŵade the eĐoŶoŵiĐ ŵodel uŶǀiaďle. The ABPB had  
staƌted  opeƌaioŶs wef ϮϮ Feď͛ϭϴ. This is Ŷot the iƌst suĐh deǀelopŵeŶt ƌelat-
ed to paǇŵeŶt ďaŶks ;PBsͿ shuiŶg doǁŶ opeƌaioŶs due to Ŷot ďeiŶg aďle to 
iŶd a ǀiaďle ďusiŶess ŵodel aƌouŶd it. OŶ JulǇ ϭϱ, VodafoŶe ŵ-Pesa also shut 
shop.  

 IŶ ϮϬϭϰ, ‘BI ĐoŶĐeptualised the PB ŵodel oŶ the ƌeĐoŵŵeŶdaioŶ of NaĐhiket 
Moƌ Đoŵŵitee foƌ fuƌtheƌiŶg iŶaŶĐial iŶĐlusioŶ ďǇ pƌoǀidiŶg sŵall saǀiŶgs 
aĐĐouŶts aŶd paǇŵeŶts/ƌeŵitaŶĐe seƌǀiĐes to ŵigƌaŶt laďouƌ foƌĐe, loǁ  
iŶĐoŵe households, sŵall ďusiŶesses, otheƌ uŶoƌgaŶised seĐtoƌ eŶiies aŶd 
otheƌ useƌs. Hoǁeǀeƌ, it seeŵs to haǀe failed to aĐhieǀe the stated oďjeĐiǀes, 
as oŶlǇ ϰ-PBs aƌe opeƌaioŶal out of the ϭϭ liĐeŶsed plaǇeƌs. Theƌe aƌe ŵaŶǇ 
ƌeasoŶs foƌ PB losiŶg its steaŵ iŶ the ĐouŶtƌǇ aŶd plaǇeƌs ĐhoosiŶg to shut 
shops: Fiƌst, theƌe is laĐk of pƌopeƌ aǁaƌeŶess aďout it aŵoŶgst people aŶd 
ǁhateǀeƌ litle aǁaƌeŶess is theƌe has Ŷot ďeeŶ aďle to tƌaŶslate people iŶto 
Đustoŵeƌs.; SeĐoŶd, ighteƌ ƌegulatoƌǇ ƌestƌiĐioŶs; Thiƌd, Ŷo iŶŶoǀaioŶs iŶ 
pƌoduĐts aŶd seƌǀiĐes.  

 IŶ ϭϵϵϬs ‘BI has also ŵade aŶ ateŵpts to Đƌeate sŵalleƌ sized ďaŶks to foƌ a 
speĐiiĐ aƌea, Ŷaŵed as LoĐal Aƌea BaŶks ;LABsͿ. It liĐeŶsed iǀe suĐh ďaŶks 
ďetǁeeŶ ϭϵϵϵ aŶd ϮϬϬϭ. These ďaŶks aƌe, hoǁeǀeƌ, faĐiŶg a Ŷuŵďeƌ of issues, 
suĐh as pƌoitaďilitǇ, ĐoŵpeiioŶ foƌ fuŶds ǁith sĐheduled ĐoŵŵeƌĐial ďaŶks 
aŶd Đapital aŶd ƌegulatoƌǇ ĐoŶstƌaiŶts foƌ eǆpaŶsioŶ.   

 Due to the stƌiĐt ƌegulatoƌǇ guideliŶes, PBs ďusiŶess opeƌaioŶs aƌe ƌestƌiĐted 
to oŶlǇ ŵoďilise deposits aŶd iŶǀest iŶ G-seĐs.  This has led suďstaŶial loss iŶ 
theiƌ opeƌaioŶs. The opeƌaioŶal paǇŵeŶts ďaŶks shoǁed Ŷet losses of  
₹ ϱϭϲ.ϱ Đƌoƌe foƌ FYϭϴ, ǁhile ͚PaǇtŵ͛ PB has deĐlaƌed pƌoit of ₹ϭϵ Đƌoƌe iŶ 
FYϭϵ. Hoǁeǀeƌ, ǁe ďelieǀe leŶdiŶg seeŵs to ďe the laƌgest ƌeǀeŶue ĐoŶtƌiďu-

FY17 FY18

Return on Assets -25.2 -10.6

Return on Equity -36.4 -22.4

Investments to Total Assets 29.2 50.1

Net Interest Margin 2.8 4.5

Efficiency (Cost-Income ratio) 272.7 142.2

Operating Profit to Working Funds -25.1 -10.7

Profit Margin -172.9 -43.8

Source: RBI; Data for FY17 and FY18 pertain to two and five 

PBs, respectively. Hence, the data for these two years are not 

comparable.

Select Financial Ratios of Payments Banks

FY17 FY18

i. Interest Income 314 1,756

ii. Other Income 1,086 10,036

i. Interest Expended 7 245

ii. Operating Expenses 3,800 16,768

iii. Provisions and Contingencie 15 -56

of which, Risk Provisions 4 -66

Tax Provisions 11 10

Net interest income 307 1,511

i. Operating Profit (EBPT) -2,407 -5,221

ii. Net Profit/Loss -2,422 -5,165

Source: RBI; Data for FY17 and FY18 pertain to two and five 

PBs, respectively. Hence, the data for these two years are 

not comparable.
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PAYMENTS BANKS: A CASE OF NEA‘, YET TOO FA‘ 

 PBs faĐe a ďlaŶket ďaŶ oŶ aŶǇ tǇpe of leŶdiŶg. Besides, apaƌt 
fƌoŵ the ƌeƋuiƌeŵeŶt of ŵaiŶtaiŶiŶg Đash ƌeseƌǀe ƌaio ;C‘‘Ϳ/
statutoƌǇ liƋuiditǇ ƌaio ;SL‘Ϳ oŶ the outside liaďilitǇ, theǇ aƌe 
ƌeƋuiƌed to de faĐto ŵaiŶtaiŶ ϳϱ% SL‘ oŶ theiƌ deŵaŶd  
liaďiliies aŶd faĐe a Đap oŶ keepiŶg deposits ǁith ĐoŵŵeƌĐial 
ďaŶks at Ϯϱ% of theiƌ ĐuƌƌeŶt aŶd iŵe deposits. This ƌeduĐes 
the ďusiŶess of PBs to that of a iǆed spƌead ďusiŶess akiŶ to 
asset ŵaŶageŵeŶt ĐoŵpaŶies ;AMCsͿ ǁheƌe higheƌ ƌeǀeŶue 
is diƌeĐtlǇ a fuŶĐioŶ of total deposits ŵoďilized ďǇ theŵ. 

 The spƌead thus eaƌŶed ǁould Ŷeed to Đoǀeƌ the Đosts  
iŶĐuƌƌed oŶ the eŶaďliŶg teĐhŶologǇ iŶfƌastƌuĐtuƌe aŶd its  
eǆpaŶsioŶ, eŵploǇee aŶd otheƌ opeƌaioŶal eǆpeŶses, ŵaƌket 
ƌisk oŶ the iŶǀestŵeŶt poƌfolio, pƌoǀisioŶ foƌ opeƌaioŶal ƌisks 
aŶd a ŵiŶiŵuŵ ƌetuƌŶ oŶ Đapital. IllustƌaiǀelǇ, if the PBs aƌe 
peƌfoƌĐe ƌeƋuiƌed to paǇ a ŵiŶiŵuŵ of ϰ% oŶ theiƌ saǀiŶgs 
deposits aŶd aŶ aǀeƌage eaƌŶiŶgs oŶ goǀeƌŶŵeŶt seĐuƌiies is 
ϲ.ϱ% ;ďeŶĐhŵaƌked to ϭϬ-Ǉeaƌ G-seĐsͿ, theiƌ spƌead ǁould ďe 
Đapped at Ϯ.ϱ%. IŶteƌesiŶglǇ, this ǁill ďe sigŶiiĐaŶt deĐliŶe 
fƌoŵ the aĐtual spƌeads iŶ FYϭϴ, ƌeleĐiŶg that the teƌŵ  
stƌuĐtuƌe of iŶteƌest ƌates ƌeǀeal a deĐliŶe. This is Đoŵpaƌaďle 
to that of AMCs ǁith ŵiŶiŵal Đapital ƌeƋuiƌeŵeŶt. 

 OŶ the liaďilitǇ side too, theǇ ĐaŶŶot aĐĐept deposits higheƌ 
thaŶ ₹ϭ lakh. Besides, Đapital ƌeƋuiƌeŵeŶt is Ƌuite steep at 
ϭϱ% Đapital to ƌisk ǁeighted assets ƌaio ;ŵiŶiŵuŵ ϳ.ϱ%  
Tieƌ-IͿ. Hoǁeǀeƌ, a stƌiĐteƌ Đlause of Đapital ƌeƋuiƌeŵeŶt is to 
put a looƌ oŶ leǀeƌage at Ŷot less thaŶ ϯ% ;that is, outside 
liaďiliies ďeiŶg ƌestƌaiŶed to a ŵaǆiŵuŵ of ϯϯ.ϯϯ iŵes of Ŷet 
ǁoƌthͿ. IŶ faĐt, if ǁe iŶĐoƌpoƌate all these assuŵpioŶs, the 
ƌetuƌŶ oŶ eƋuitǇ foƌ PBs Đoŵes out to less thaŶ ϱ%! 

 Though the ďusiŶess of PBs is fƌee fƌoŵ Đƌedit ƌisk aŶd faĐe 
ƌelaiǀelǇ loǁeƌ ŵaƌket ƌisk, ďut is suďjeĐt to opeƌaioŶal aŶd 
liƋuiditǇ ƌisk. Peƌhaps aŶ uŶiŶteŶded ĐoŶseƋueŶĐe of a laƌge 
SL‘ ƌeƋuiƌeŵeŶt is the iŵpliĐaioŶ of PBs aĐiŶg as a Đapiǀe 
souƌĐe of iŶaŶĐe foƌ the goǀeƌŶŵeŶt. PBs ŵaǇ thus tuƌŶ out 
to ďe ǁoƌkiŶg ŵeƌelǇ as aŶ aggƌegatoƌ - a disiŶteƌŵediaioŶ 
ǀehiĐle foƌ depositoƌs to iŶǀest iŶ G-seĐs. PBs eŵeƌgiŶg as a 
ƌeal Đoŵpeitoƌ to ďaŶks is Ŷot a Ŷeaƌ-teƌŵ possiďilitǇ ǁith 
deposits up to ₹ ϭ lakh ĐoŵpƌisiŶg oŶlǇ ϵ% of total deposits of 
the ďaŶkiŶg sǇsteŵ iŶ teƌŵs of ǀalue ;ϳϬ% iŶ teƌŵs of Ŷuŵďeƌ 
of aĐĐouŶtsͿ. 

 PBs aƌe suďjeĐt to a ǁhole host of otheƌ ƌegulaioŶs that aƌe 
uŶiƋue. IŶ paƌiĐulaƌ, the higheƌ disĐlosuƌe Ŷoƌŵs that oďlige 
theŵ to shaƌe theiƌ ďusiŶess plaŶ ǁith the ƌegulatoƌ Đould 
pƌoǀe to ďe soŵeǁhat tƌiĐkǇ ǁheŶ the ďusiŶess ŵodel of the 
teĐhŶologǇ iŶteŶsiǀe ĐoŵpaŶies itself Đould ďe the ďiggest 
souƌĐe of theiƌ Đoŵpeiiǀe stƌeŶgth. Theƌe aƌe otheƌ  
ƌegulatoƌǇ ďuƌdeŶ iŶĐludiŶg ;iͿ a ŵajoƌitǇ of iŶdepeŶdeŶt 
diƌeĐtoƌs ;Đould ďe a huŵaŶ ƌesouƌĐes ĐhalleŶge iŶ itselfͿ, ;iiͿ 
a ŵiŶiŵuŵ of Ϯϱ% of phǇsiĐal aĐĐess poiŶts iŶ ƌuƌal aƌeas, 
;iiiͿ suďsidiaƌǇ stƌuĐtuƌe like ŶoŶ-ďaŶkiŶg iŶaŶĐial ĐoŵpaŶies 
aƌe Ŷot peƌŵited, aŶd ;IVͿ ŶoŶ-ƌesideŶt IŶdiaŶ deposits Ŷot 
peƌŵited, although foƌeigŶ ƌeŵitaŶĐe is. 

 If oŶe takes Ŷote of the ƋuiĐk eǆit of AditǇa Biƌla PaǇŵeŶts 
BaŶk, soŵe of the faĐtoƌs highlighted aďoǀe ŵaǇ Ŷeed  
ƌeǀaluaioŶ aŶd suitaďle aŵeŶdŵeŶts. AlteƌŶaiǀelǇ, the PB 
ŵodel Đould sill ďe a suĐĐess - ďut oŶlǇ ǁith the uŶiǀeƌsal 
ďaŶks aŶd teleĐoŵ ĐoŵpaŶies ǁoƌkiŶg togetheƌ haǀiŶg 
stƌoŶg iŶfƌastƌuĐtuƌe, deep poĐkets aŶd Ŷetǁoƌk iŶ 
plaĐe. Soŵe of the suggesioŶs to ƌeǀiǀe the ďaŶks Đould ďe: 
;iͿ AƌƌaŶgeŵeŶt ǁith UŶiǀeƌsal ďaŶk to autoŵaiĐallǇ  
tƌaŶsfeƌ fuŶds iŶ aĐĐouŶts eǆĐeediŶg ₹ ϭ lakh. ;iiͿ AĐĐess to 
Aadhaaƌ ďased KYC, as ŵaŶual KYC is at least thƌee iŵes iŶ 
teƌŵs of Đost to e-KYC. ;iiiͿ ‘BI should alloǁ PBs to ie up 
ǁith thiƌd-paƌtǇ seƌǀiĐes to Đƌoss sell pƌoduĐts, as ŵaƌgiŶs 
aƌe sŵall, so sĐale is ǀeƌǇ iŵpoƌtaŶt. 

 The futuƌe of the ďusiŶess ǁill ďe ďased oŶ tƌaŶsaĐioŶs, 
iŶĐludiŶg Đash ǁithdƌaǁals though theiƌ Ŷetǁoƌk of sŵall 
stoƌes aĐƌoss the hiŶteƌlaŶd. Fee iŶĐoŵe geŶeƌated ďǇ selliŶg 
iŶaŶĐial pƌoduĐts should ďe aŶotheƌ ƌeǀeŶue stƌeaŵ.  
Hoǁeǀeƌ, pƌoits aƌe sill Ŷot iŶ sight. The iŶiial Đosts of  
iŶǀestŵeŶts aŶd liŵitaioŶs oŶ ďusiŶess opeƌaioŶs haǀe 
liŵited opeƌaioŶs ďut as ŵoƌe aŶd ŵoƌe people staƌt  
aǀailiŶg PBs seƌǀiĐes, ǁe eǆpeĐt ƌeǀeŶue to gƌoǁ. The futuƌe 
is uŶĐeƌtaiŶ, ďut iŶ iŵe ďusiŶess ǁill eǆpaŶd aŶd eǀolǀe, 
ǁith the help of ƌegulatoƌǇ aŶd GoǀeƌŶŵeŶt suppoƌt. TheŶ 
theǇ ǁill aďle to aĐhieǀe theiƌ oďjeĐiǀes.  


