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Forward Looking Statements   

This document has been prepared by National Development Bank PLC (“NDB”, “Bank” or the “Group”) 

solely for use at its presentation to potential & current investors. By accepting this document, you agree 

to maintain absolute confidentiality regarding the information disclosed in this document.  

The information contained in this document should be considered in the context of the circumstances 

prevailing at the time and has not been, and will not be, updated to reflect material developments which 

may occur after the date of the presentation. Neither the Bank nor any of its respective affiliates, 

advisers or representatives shall have any liability whatsoever (in negligence or otherwise) for any loss 

howsoever arising from any use of this document or its contents or otherwise arising in connection with 

this document. 

This document contains proprietary information and no part of it may be reproduced, redistributed or 

passed on, directly or indirectly, to any other person (whether within or outside your organization/firm) 

or published, in whole or in part, for any purpose. 

This presentation and subsequent discussion may contain certain forward-looking statements with 

respect to the financial condition, results of operations, capital position and business of the Group. These 

forward-looking statements represent the Group’s expectations or beliefs concerning future events and 

involve known and unknown risks and uncertainties that could cause actual results, performance or 

events to differ materially from those expressed or implied in such statements.  

Forward-looking statements speak only as of the date they are made. The Group makes no commitment 

to revise or update any forward-looking statements to reflect events or circumstances occurring or 

existing after the date of any forward-looking statements.  
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Investor Presentation  

GCEO - Dimantha Seneviratne 

Opening Remarks 

A very good morning to all of you joining the NDB Earnings call. We released our 2020 financial 

results to the Colombo Stock Exchange [CSE] yesterday [18 February 2020] and as part of our 

Investor Relations activities I would like to welcome you who have joined today to discuss our 

performance. 

PART I – Corporate Profile 

Slide 05 – Corporate Profile  
NDB, with over forty years of banking supremacy since 1979, is the fourth largest listed 

commercial bank in Sri Lanka. We originally started our journey as a Development Bank. Now 

we have 113 branches and 3,000 staff cadre with us. We are the only financial services 

conglomerate of its kind with subsidiaries of NDB Investment Bank Limited and NDB Wealth 

Management Limited, who are the market leaders in their respective segments. NDB Securities 

Limited and NDB Zephyr Partners Limited are also our subsidiaries who perform exceptionally 

in the market. 

NDB has been well recognized by international awards and accolades. We were recognized as 

The Bank of the Year Sri Lanka 2020 by The Banker Magazine UK –, Global Finance's World's Best 

Digital Bank Awards 2020 - The World’s Best Consumer Digital Banks - Winner - Sri Lanka, 

AsiaMoney Magazine - Country Best Bank Awards - Best Domestic Bank Sri Lanka, Global Banking 

& Finance Review UK - Best Financial Services Group Sri Lanka 2020, and locally, ICCSL, Daily 

FT and CIMA Top 10 Most Admired Companies 2020. Also, we were ranked within the top 10 by 

Business Today Magazine and by Finance Derivatives - The Netherlands, who also rated us as 

the Best Domestic Bank in Sri Lanka. 

Slide 06 – Shareholder Milestones 
Now let’s turn to the shareholder milestones of NDB Journey. In 1979, the National Development 

Bank of Sri Lanka was established under Act No.2 of 1979 of Parliament and since then, in 

August 2005, NDB acquired commercial operations, business, assets and liabilities of NDB. 

Subsequently, in July 2007, it was re-registered as National Development Bank PLC. 

As a Development Bank, we have 41 years of experience, but as a commercial bank, we have 

only 15-16 years’ experience. The strong underwriting standards developed by the Bank have 

helped to expand the SME, Corporate and Retail sectors of the Bank. 

PART II - Operating Environment Outlook  
Now let us move on to the operating environment of year 2020. As all of you are aware, 2020 

was the most challenging year for any institution. Sri Lanka, as a country, ensured that the 

COVID -19 pandemic was well managed. Also, with the new political changes which happened 

in 2020 under the new regime, we experienced quite a lot of changes to the monetary policies 

to ensure continuous Business opportunities are available. As a result, the policy rates were 

reduced by 250 basis points, the statutory reserve ratio reduced by 300 basis points, and the 
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Bank Rate reduced at 650 basis points. All this was done to stimulate the economy; that 

basically happened in the early part of 2020. Apart from that, the first outbreak of COVID -19 

happened, where the entire country had to go for a lockdown for almost 2 months and again a 

partial lockdown in October. We, at NDB Bank, ensured that customer service and growth 

momentum was maintained with the support of our staff and the regulator. The GDP growth of 

the country was expected to have contracted by 3.9% in 2020 but of course in 2021, the 

economy is expected to rebound and Central Bank has predicted a 5% growth rate for 2021. 

Inflation was maintained at 4%-6%. Exchange rates are now under pressure despite controlling 

imports, where the rupee has been depreciated by LKR 8/- during 2021. Trade deficit and 

Current Account deficit was estimated to have narrowed considerably in 2020 and with the 

rebound in worker remittances, we expect a growth of 5.8% in 2020. So, these are some of the 

operating environments which we operated in last year. 

PART III - NDB Financial Performance – FY 2020 

Total Assets reached LKR 627 Bn, which is an 18% growth compared to LKR 530 Bn in 2019. Gross 

Loans reached LKR 444 Bn – an 8% growth compared to LKR 409 Bn in 2019 and Customer deposits 

reached LKR 490 Bn with 21% growth compared to LKR 405 Bn in 2019.  

In terms of operating income, we were up by 7%. Total operating expenses was kept static at 

LKR 9.4 Bn, and Operating profit before all taxes are down by 8%, due to various debt 

moratoriums and interest concessions offered. Profit after tax recorded an 8% growth from last 

year to this year, crossing LKR 5.5 Bn. 

Despite the reduction in interest rates, the Net interest in Margin was managed to be 

maintained at 3.1%, ROE at 13.1%, ROA at 1.6% and Non-performing loans at 5.35%, which is 

slightly up from 4.78% last year. More importantly, the Cost to income ratio has improved from 

last year’s 40% to 37%.  

If not for the interest moratoriums and first day impact, the cost to income ratio would have 

been improved to 35%. 

Slide 09 – Income Statement – Fund Based Income 

Interest income shows a static growth from last year’s LKR 53.1 Bn to LKR 53 Bn this year. This 

is due to the slight reduction on interest rates, despite our Asset book growth having 

contributed to the static rate. Apart from that the moratoriums and the concessions given also 

affected this, and also, the COVID -19 renaissance loans granted under Central Bank refinance 

scheme was booked at 4%. 

Interest expenses again reflect a slight drop, reflecting the overall reduction in interest rates. 

You can see this from the graph given below, how the AWPLR has moved from first half 2019 

from high of 11.45% to 5.74% which is almost more than 50% drop. One-year Treasury Bill rate 

drop from 8.7% to 5.05%. The pink line below reflects how NDB has managed the Net Interest 

Margins from 3.36 % to 3.07%. Despite all the external variances, we have managed to maintain 

the NIM as a result of our active ALCO. 

 



Investor Webinar – FY 2020 – NDB.N0000 

Page 7 of 16 
 

Slide 10 – Income Statement – Non - Fund Based Income 

Here we discuss our non-fund based income, where we have been focusing very hard last year 

with a low-interest environment; naturally, Banks do move into increasing Non-Fund Based 

Income.  Total Non-fund based income has grown from LKR 5.9 Bn to LKR 7.7 Bn, which is a 

significant growth of 29% amounting to a LKR 1.7 Bn growth. The breakup of this is from net 

fee and commission income, which reflects a 9% growth from LKR 3.9 Bn to LKR 4.3 Bn, and 

other non-fund based income, reflecting a 68% growth from LKR 2.0 Bn to LKR 3.4 Bn. 

So this is an area we have been focusing on last year and, as clearly reflected in the graph given 

below, out of the income composition, we have increased our non-fund based income in 2020 

to 28% from last year’s 24% of the total income composition. This is mainly from the digital 

channels that we were working on and also the trading activities and transaction banking 

activities, plus expansion in card base in last year.  

Slide 11 Income Statement –   Impairment 

On impairment, I would see there is quite a significant impairment charge which is a 63% 

increase from LKR 4.1 Bn in 2019 to LKR 6.8 Bn and as a quantum of growth of LKR 2.6 Bn. The 

breakup of this total charge is from the individual impairment of LKR 3.8 Bn in 2020 which 

resulted in a LKR 1.1 Bn quantum growth from 2019 and collective impairment growth of LKR 

1.2 Bn to reach LKR 2.4 Bn in 2019. 

You can see that our NPL ratio has gone up from 4.77% to 5.35%, which we are monitoring very 

closely. One good observation which I want to share with you is those who applied for the 

moratorium during the first lockdown were 40% of our portfolio. However, when it came to the 

second lockdown this 40% was at 30% and as of now this is around 25% of the book. There again 

we don’t have significant exposure to tourism sector and this is less than 4% so we are quite 

comfortable that these customers can come out of this situation.   

Slide 12 – Income Statement – Operating Expenses 

Here again we have a very good story to share with all of you, where our total operating 

expenses as at end December amounted to LKR 9.3 Bn, whereas in 2019 it was LKR 9.4 Bn, 

which reflects a drop of 0.4%.We achieved this in a very challenging year like 2020, and from 

2019 we were looking into managing our operational efficiencies through deploying RPAs, to 

manage some of the operating activities and to manage the staff cost. Also, the process 

efficiencies which were led by MANCO also contributed towards this. If you look at the graph 

given below, it reflects plainly that the cost to income ratio which was at 49% in 2016 has now 

come down to 37%, and compared to industry numbers, NDB being a midsized Bank, unlike a 

larger Bank who will have economies of scale advantage, these numbers reflect NDB’s strength 

and capabilities. 

As for personal cost, there is a 4% growth, but all other controllable costs reflect a decline 

which has helped us to achieve an overall reduction in other expenses. 

Slide 13 – Income Statement – Taxation and profitability 

Overall taxes of the Bank declined by 26% compared to last year, amounting to LKR 3.7 Bn, 

compared to LKR 4.9 Bn in 2019. This is mainly due to the tax changes where NBT and Debt 

repayment Levy was abolished, and as a result effective tax rate came down significantly from 

49% to 40% in year 2020. At group level our effective tax rate is around 38% so there is an overall 

improvement in the effective tax rate. 
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VAT has remained the same, and the main reduction has come from the Debt Repayment Levy 

and Nations Building taxes. Total savings amounts to LKR 1.3 Bn.  

PART III – NDB Financial Performance – FY 2020 – Balance Sheet 

Despite various challenges, the Balance Sheet has grown overall by 18% from LKR 530 Bn to LKR 

627 Bn. The Gross Loans grew by 8%, quantum of growth is LKR 34 Bn, when the opportunities 

to lend were also low in the COVID-19 environment, but later through exporter finance and 

Jayagamu Sri Lanka, where we were encouraging the exporters and innovators to move up in 

the ladder; apart from that COVID-19 renaissance loans also contributed. 

Investments went up by LKR 63 Bn to LKR 159 Bn. In a low opportunity to grow in the Balance 

Sheet in terms of lending we have deployed the deposits we received in some of the other 

investments. In terms of the Deposits, we have a very good story to share with LKR 85 Bn growth 

amounting to 21% from previous year LKR 405 Bn to LKR 490 Bn in 2020.The good thing about 

this is out of this LKR 85 Bn growth 52% has come from CASA. Total CASA base is LKR 123 Bn, up 

from LKR 42 Bn.  

This is something which I mentioned earlier as well as a young commercial Bank with 113 

branches we have managed to bring quite a good growth specially from branches. This has also 

helped us to improve our overall cost of funds through the increase in CASA base. 

Total Equity has increased by 13% to LKR 45 Bn mainly from retained profits and as a result the 

Balance Sheet is quite stable and also resilient in a difficult year. Loan book growth was quite 

solid.  

Currency composition of the loan book is an area we were looking at for the last three years 

from LCY and FCY mix has improved from 80:20 in 2019 to 83:17. 

In the liability side, we can see an impressive growth of 21% amidst low interest rate climate 

and significant CASA growth. Apart from that, the Tier 11 capital raising activities through 

Issuing LKR 6.5 Bn debentures replacing the high cost debentures that we were having helped 

us to reduce the overall cost. Also we have announced a LKR 8 Bn rights issue in October 2020  

Slide 15 – Balance Sheet Indicators – 4 year CAGR 

This is a story that I would like to share with our investors that over the 4 years how our Balance 

Sheet has performed. One of the key item we see here is the Customer Deposits with 25% 

Cumulative average growth rate. Similarly, the Gross loans and receivables reflects a CAGR of 

17% and Total Assets again reflects a 17% CAGR. This is why the Bank has performed very well 

and as per our Transformation 2020 strategy we wanted to be one of the top five locally listed 

banks and now, we are the fourth largest listed commercial Bank in the country. 

Slide 16 – Capital & Liquidity 

Common Equity Tier 1 Capital Ratio was 9.17% when the minimum is 6.5%. Tier 1 Capital Ratio 

was also at 9.17% when the minimum is at 8.0% and Total capital Ratio was 14.32% when the 

minimum requirement is 12%. 

In terms of the liquidity coverage ratios, I would say we are quite liquid with a LCR of 161.97% 

and Net Stable Funding ratio is also at 112.52% when the minimum requirement is at 90%. 
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In terms of our capital raising activities I would say that we are focusing on the growth of Tier 

1 capital with higher growth plan. With this we have already announced the rights issue with 

the intension of raising LKR 8 Bn. With a ratio of 28 new ordinary voting shares for every 61 

ordinary voting shares held. This will help us further with better capital ratios to support the 

growth and the expansion of the business activities. 

PART IV – COVID -19 and NDB’s responses - Offering banking services at customer 

convenience and safety  

I would like to share some of the COVID -19 responses which NDB took. We were the first to 

deploy mobile ATMs among all Banks. 3 mobile ATM trucks were deployed across the country 

during the peak of the lockdown in early 2020. We also had very streamlined operations by 

sharing the locations through ‘WhatsApp’ where we are serving. Digital financial services also 

functioned in full force to ensure access to safe banking where now 80% of the transactions are 

done via digital modes. We saw c. 400% increase in volume and value of transactions during the 

lockdown. 

We were the one of the first banking apps to have introduced QR code based payments.  

“Bank2U” branchless banking proposition is about taking services to the doorstep of customers, 

especially those in the vulnerable category. This also helped us to develop the CASA base of 

the Bank.  

Slide 18 – Support extended to affected customers 

Despite all the other challenges, we continued with our other activities like providing 

extensions of financial assistance through Government refinancing scheme – Saubhagya COVID 

-19 Renaissance Loan Facility. We also launched NDB Jayagamu Sri Lanka to support SMEs, 

exporters and innovators with financial and advisory support. We tied up with several entities 

like ‘Daraz’ and ‘CodeVus’ to promote a platform for our exporters and innovators. Ceylon 

Chamber of Commerce, the Export Development Board, Maersk Shipping are further examples 

of collaborations in providing incentives to exporters and SMEs and encouraging them. 

We also worked well on the Banking on Women proposition where we tied up with MTV network 

to conduct the Sri Lanka Vanithabhimana award scheme in recognition of high performing 

women also to support the Micro and SMEs led by women. 

PART V – Overall Performance  

In terms of the other CSR activities, we did not discontinue our planned activities for the year, 

which shows the dynamism of our staff. These were done whilst growing the Business and 

ensuring the best staff safety .We arranged a Command Center during COVID -19 to ensure staff 

safety. The Bank arranged transport facilities to our staff members, which is still being 

continued to ensure staff safety. 

PART VI – Way Forward  

We came up with ‘Transformation 2020’ in 2017 to become one of the top five Banks with the 

Asset base in excess of LKR 500 Bn but we crossed LKR 600 Bn. In the latter part of 2020 we 

worked on our new strategy. Now with the political stability of the country we will work along 

this new 5-year strategy. 
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The new strategy ‘Voyage 2025’ focuses on making NDB Group “the banking group of choice to 

our customers”. Customer centricity will be a core pillar by addressing the customer 

requirements and another pillar would be digital drive where we are looking at upgrading the 

core banking system of the Bank towards the second half of the year, amongst other digital 

initiatives. 
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Questions and Answers Session 

(Answered by the GCEO, unless specifically mentioned) 

Q1: What is the expected growth projection for 2021? When you say growth in fee income 

and digital banking could we elaborate as to what exact new revenue streams have 

developed, and whether there is a growth in existing revenue streams? Also, would it be 

common among the other banks in the industry? 

I don’t want to elaborate more on new revenue streams. However, all the business lines have 

contributed in terms of boosting digital banking income. We have quite a close-knit, cohesive 

arrangement, of digital banking working very closely with retail banking, SME and corporate, 

to ensure that these solutions are offered to the customer through our NEOS app and digital 

channels. Actually, we have not given digital banking a target; digital income schemes are 

targets of all the other business lines as well. Hence, the team worked very closely to ensure 

that we get the best out of that. Apart from that, the trade and transactional banking income 

have also helped us to improve on the non-fund income. 

Q2: As for reducing cost income ratio, exactly what costs have been slashed and could it 

be sustainable?  

We have not slashed any costs; we have managed costs, and it is sustainable. Even the numbers 

from January and February also show that the cost management is sustainable. Deepal, you 

want to elaborate a little bit? 

Deepal Akuretiyagama:  The key thing in what we did was that we wanted to ensure that any 

cost reduction made is sustainable. We selected the highest cost items in the bank, and we 

relayed and addressed the data in a more scientific manner. Mostly we used automation; one 

example is that we reduced about 8 million’s worth of paper and printing costs, by digitalizing 

those. We also realized that when we get a telephone call in our inter-branch network, there 

was a charge, so we addressed that cost in the analysis. We used digital technology to facilitate 

the making of calls via the IP forms, so there will not be a cost to take calls within the inter-

branch network. Similar to this, there are about 60 such items, all of them sustainable and 

long-term, and they are all used to facilitate working from home, automated and re-

engineered, mainly using advanced IT.  

Q3: There is a LKR 677 million individual impairment write-off in the 4th quarter. Can you 

please elaborate? 

This is mainly the retail side. We have an internal policy, which is in line with some other 

foreign banks as well. Based on the number of months, we take an internal write-off on some 

of the retail products. However, that doesn’t mean we won’t stop the recovery efforts. These 

are to ensure that the portfolio is looked at in a very critical manner, because these are 

based on portfolio analysis, the vintage analyses, and that is where certain write-offs are 

made. However, the recovery action will continue. That is specifically about the retail 

portfolio. 
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Q3: What is the target CET1 for 2021? 

With the capital coming in, we are looking at around 10% Tier 1 ratio. Apart from the rights 

issue proceeds, capitalization of some other profits also would have led to get 10% of CET.  

Q4: What is the expected loan growth for 2021, and in which products? 

With the capital coming in, we have high plans for the loan growth; it would be in line with 

the Central Bank expression; it would be a double digit figure, specifically from corporate, 

SME, retail and project finance. All 4 areas have contributed to the loan growth last year as 

well, and we wanted to ensure that this portfolio mix is maintained rather than concentrating 

on one sector. We have quite a good pipeline. We have been very active in project finance, 

and that’s where, with some of the country’s economic growth aspirations being discussed in 

the construction sector, road development sector and power generation sector, there are a 

lot of opportunities. NDB, in the last 3 years, has been funding 30% of Sri Lanka’s renewable 

energy power generations, becoming involved in those activities through our project finance. 

So, that’s an area where we see opportunities. Apart from that, the retail had quite a good 

growth last year. We are the only bank with quite a significant, professional sales force, who 

are doing a great job, so we want to continue that same trend. Our corporate banking is also 

one of the best corporate activities that we have; one of the best setup plans. In the new 

strategy, we are working on different concepts to get the best out of these relationships. It’s 

not only about growing the balance sheet; it’s what sort of wallet share we get from these 

clients; what sort of overall income that we get, what sort of customer-centric solution that 

we provide. All that would be covered. The business banking and SME side, again, have made 

quite a big progress. With our ADB financing and solar refinancing arrangements, we have 

been very active and we are one of the banks in the forefront. So that’s where the growth 

can be expected from: the four key business lines.  

Q5: How much of tax savings would you expect in 2021 given the lower tax rates applying 

to the bank?  

Suvendrini Muthukumarana:  Tax savings would come from the income tax rate if it’s 

legalized, i.e. enacted by the parliament, which is the 24% that has been proposed. 

Approximately, we expect around LKR 400 million savings for the bank, in terms of income 

tax. That will be applicable for all banks as well. This is apart from any tax saving or tax 

efficiency practices that the bank will apply in the normal course of business. 

Q6: Can we have an approximate breakup of your loan book under moratorium? 

As I mentioned, as of now, about 25% of our total loan book is under moratorium. Most of 

them are due to finish by April, and the bulk of them are between corporate and SME. Of 

course, we have individually looked at those accounts. Most of them have the ability to repay. 

Some have taken advantage of the moratorium, but most of them have the ability to repay in 

April when the moratorium is lifted, except for those in the tourism sector; the moratorium 

for the tourism sector might most likely get extended, given the travel restrictions. As I 

mentioned earlier, the tourism sector exposure is less than 4% for the Bank’s overall book. So, 

we are quite comfortable that we should be able to manage after the moratorium is over.  
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Q7: The Bank has taken the highest impairment provision that is reported in a quarter 

when the NPLs have increased by around 20 basis points. Is this due to the anticipation of 

the moratorium extension maturing in the 1st quarter? And explain a bit more regarding 

the impairment taken in this quarter.  

Suvendrini Muthukumarana:  As of December 2020, given the 2nd wave impact, which had an 

effect on the 4th quarter, and since these impairment provisions are based on expected losses 

that may come in the future, the Bank applied appropriate economic factor adjustments -  

the application of collective modules. We saw a certain deterioration in the economic 

factors, or the macroeconomic factors, during the fourth quarter. We also took a moderate 

view on the expected ratios, particularly GDP growth and certain other interest rates, and the 

inflationary factors. With that, the management has created certain overlays to handle any 

expected losses. These may not actually realise in the future; however, given the global 

impact also, apart from the normal impact, we have to factor in a certain impact for COVID.  

Q8: Of the new growth, what share would be retail vs SME, and what sort of products are 

to be grown in the retail segment? 

We have been targeting our retail and SME; roughly, around 45% of the book is retail and SME. 

The balance 55% is corporate and project finance. So, our long-term target is to get this to 

around 50%, both retail and corporate, and then the project retail and SME to include 50%. In 

that growth, as I mentioned, both will equally have growth coming this year as well.  

Q9: What sort of products of the retail segment will grow?  

Sanjaya Perera:  We are looking at housing loan, personal loans, and the pensioner’s loans. 

Those are the most important products. In addition, in a small way, pawning and leasing. 

Leasing is a big product for us. Those are the main products that we will concentrate on.  

Q10: Non-fund-based income growth was mainly on the back of gains made out of sale of 

government securities. How long can the Bank continue to make gains from government 

securities?  

Niran Mahawatte:  The interest rates have already come down significantly, and it looks like 

it’s bottoming out. So, we do not expect the same amount of capital gains we realized from 

our portfolios for this year and next year. However, we generally try to balance it out with 

our Net Interest Income and the capital gains together, managing both strategically. 

Obviously, we may not be able to make a number, like what we made in 2020.  

Q11: With the moratorium extension coming down to 28% from an initial 40%, how have 

the collections been from the moratoriums, which did not extend?  

The collections have been good, and there was no need for them to remain under the 

moratorium so they voluntarily have started paying. That 28% has further improved to 25%.  

Q12: Could you talk about the provision coverage ratio at the end of December 2020?  

Suvendrini Muthukumarana:  The provision coverage has improved from 3.1% in 2019 to 4%, as 

of 31st December 2020, with an improvement of almost 25%. 
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Q13: What has happened to the bank’s ISBs and SLDBs holdings, and how is NDB impairing 

for these securities? 

Niran Mahawatte:  Currently, 20%, but we have received a direction, effective 2021, that we 

can impair it at 10%.   

GCEO:  The ISB and SLDB holdings remain the same, and our maturities are beyond this year, 

2020, through and beyond, and the returns are quite good, as Niran said, for the impairment, 

the Central Bank has given a direction from 20% to bring it down to 10%. It will be effective 

from this year, so actually the 2020 December numbers will not reflect that, because we have 

been doing provisions based on the 20% risk-weighted assets. However, this is expected to 

come down to 10%. There’ll be some provision releases; that is expected, when the quarter 

numbers are released for this year.  

Q14: On top of the rights issue, looking to increase capital adequacy ratio, a cash dividend 

has been declared. Any comment on this? 

We declared an interim dividend of 1 rupee 50 cents, but of course, there will be a final 

dividend later on. It is up to the Bank’s board as well to decide, but this is an interim 

dividend that we have declared. 

Q15: Which industries is NDB’s loan book most exposed to?  

Our portfolio is quite mixed: project finance; corporate, which is mainly on the working 

capital; trading; export finance; retail, which is again quite a well spread set of clients; our 

Dream maker loan, which is the largest portfolio in the country with a very good NPL ratio, 

50% of them being professionals. It’s a well spread sector, so we don’t have any concentrated 

risks in any particular industry.  

Q16: Do you expect the rate caps on non-fee based products to come off this year? 

That is our expectation but it’s also up to the regulator to manage. So, we are looking 

forward to some changes there, but on the other hand, customers are also having difficulties 

especially with the COVID situation. So we need to take a balanced view here. I think that the 

right decision was taken at that time. Probably when the economy eases off, they will relay 

to us to look at relaxing some of those fees. Now, even the card rates have been capped at 

18%, some other fees have been capped, but on the other side, the cost of funds also have 

come down. That’s something a regulator also will have to take a call on.  

Q17: How is the demand for 7% housing loans? What are your margins on this?  

Sanjaya Perera:  There are a few inquiries and few have obtained their loans at 7%. In terms 

of the margins, we don’t have a margin on that. Banks have raised their concerns because 

getting a long-term funding; the cost will remain quite high. So, we are merely complying 

with the regulators.  

GCEO:  It is only limited for the salaried employees, and one of the requirements is for the 

salary to be assigned to the Bank. Therefore, that is one way of managing the overall cost, 

but as Sanjaya said, it is a challenging proposition, especially giving fixed rates for 5 years. 

However, we are managing that at the moment.  
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Q18: Is there any reason that the impairment has substantially increased with the 

minimum growth in the loan book for the quarter?  

Suvendrini Muthukumarana:  So, impairment is mainly made on collective basis, as collective 

models are applied. As I explained, we took a conservative view and applied economic factors 

that are justifiable economic factors.  

Q19: Banks are being told to sell 10% of the remittances being converted each day by 

Central Bank; is this already happening. As for the two rupees extra being paid by the 

government for the worker remittances; how is the process happening? Does the bank 

give the extra two rupees to the customer and then recover it from the government; or 

has the government been paying it? 

Niran Mahawatte:  Both are happening currently. As for the first one, we have to collect a 

minimum of 10 million dollars, then we have to pay 10% out of it, so the minimum block, 

which we send to Central Bank, is 1 million dollars. Whenever we reach that threshold, we 

need to sell it at the volume weighted average rate to Central Bank. As for the two rupees 

extra payment, it’s currently happening; we need to submit that and all these details are 

provided to Central Bank. For the time being, we’re accruing it, and we expect the payment 

to be made, because Central Bank has conveyed that they will recover and pay us.  

GCEO:  Central Bank has been honoring whatever commitments given by them.  For example, 

regarding the Saubhagya loan scheme, we were the 4th largest in terms of granting, having 

granted about 18 billion. As for refinance, almost all that have been committed by the 

Central Bank have been received by us.  

Q20: In terms of current deposit mix, including the 21% increase for deposit book, what 

percentage is coming from retail depositors? 

Retail is quite substantial; roughly about 70% of the deposit booking is coming from retail, 

thanks to the branch network. That also shows the granular nature of the deposits, which is a 

solid base.   

Q21: In the 4th quarter, what was the shift in your loan book from stage 1 to stage 2, and 

from stage 2 to stage 3? 

Suvendrini Muthukumarana:  In terms of the shift in the staging portfolio, as for the 4th 

quarter, out of the total gross portfolios, stage 1 comprises of 79.5%, Stage 2 comprises of 

12.2%, and stage 3 at 8.3%, and if you compare it with the 3rd quarter, we see a marginal 

improvement in the staging over the third quarter, particularly in stage 3.  

GCEO:  We would also like to highlight that all these numbers were audited by Ernst & Young, 

and these were subject to quarterly audits as well.  

Q22: In the worst-case scenario of a sovereign debt default, or of stringent conditions to 

avoid one, what could the impact be on NDB and how prepared is the bank?  

Niran Mahawatte:  We doubt that we will get to that position, definitely, even if that 

happens; there will be a default on the payments. From the bank’s side, we do not have that 

much of loan base to fund this. It’s mainly funded through our deposit base. So we don’t see a 

significant impact of holding that portfolio, as long as we can roll over our deposits book. And 
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also some of our multi-lateral agency borrowings, which still have the appetite for NDB. So, as 

long as those work out, we do not see a significant impact on the Bank.  

GCEO:  As for reserves, the first debt payment is amounting to 1 billion in mid-2021. I think 

the reserves are sufficient, and the SWAP arrangement that the government has negotiated 

would also help. So it is very unlikely that this kind of a scenario will happen. So Niran’s 

answer is in case that extreme situation happens. Again, as for our funding, we don’t have 

that much borrowings that are maturing, and also, I shared a slide showing how our balance 

sheet mix, foreign currency to local currency, has also improved in favour of local currency, 

to 83%. Again, that 17% dollar loan book is also funded by our own deposits. Our ADR in 

foreign currency is about 72%; that shows that the dollar deposits are adequately funding the 

dollar lending book. So, the impact would be minimum.  

Q23: Any confirmation regarding the rights issue date? 

That would be announced very soon. We are working on that, so, I am unable to share more 

details on that, but it could be disclosed quite soon, about the dates, so that we can 

complete the rights issue in a faster manner.  

End of Q&A. 

These are the questions that we have received so far. In the absence of any other questions, I 

would like to thank the Investor Community, for taking part. It’s quite an active participation 

as usual. So, thank you very much. I think we are quite happy to share these details with the 

Investor Community. It is part of the Investor briefing activities that we have been 

conducting, as I mentioned, every quarter, and, thank you for all the support, and, we would 

like to meet up with you all personally as well, once the COVID lockdown restrictions are 

relaxed. Hopefully with the rights issue announcement, we should be able to have an 

arrangement to meet with the Investor Community. Whilst thanking all of you, I am looking 

forward to meeting you all again soon through a webinar like this, and I would like to thank 

my team also for the answers and the support given. Thank you very much.  

Closing Remarks 

With that we come to the end of the Q&A session.  

If there are any further questions, you can email them to our Investor Relations email. Thank 

you for your participation. I think we are ready to head the economy and NDB is in a strong 

position to support that. So we are looking forward to seeing and helping the economic revival 

to take the country growing. 

With that, we would like to conclude the webinar. Thank you very much for connecting, the 

questions and active participation.  

End of edited transcript.    

 


