‘Weintend to use open architecture to build scale’

The State Bank of Mauritius (SBM) is among two foreign banks which opted to incorporate locally
in the country, the other being DBS Bank. The strategy is to tap into the Indian Ocean-rim
economies and connect with the Indian diaspora. With local incorporation, SBM, in regulatory
terms, is on a par with homegrown private banks. SIDHARTH RATH, managing director (MD) and
chief executive officer (CE0), spoke to Raghu Mohan on the scale of the bank's ambition and the
collaborative approach to rolling out business in its new avatar. Edited excerpts:

What were the reasons for SBM’s local
incorporation?

Mauritiusis a pass-through country —
money flows through it, though not
much is generated within. The domestic
market is saturated and there was a need
tolook beyond it for business. So, a
holding company model was putin
place five years ago, with SBM under it
as part of a strategy to be a playerinthe
Indian Ocean rim across financial
services.

The central bank had said it will give
foreign banks near-national treatment
onlocal incorporation. Have you seen
any signsofit?

Our licence is like that of ICICI Bank or
HDFC Bank.Icanopenbranches
anywhere Iwant, exceptthe North-East
and Kashmir. We can have SO0 or 50,000
branches, aslong as we follow the
guidelinesthat a quarter of our
branches havetobeinrural areas. The
statute isthe same as that for Indian
private banks, but from a regulatory
perspective, we are classified under

the foreign bank category because

of the ownership. Itisonly that the
promoters are foreign, and for that
matter, if you see large private banks,
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theyare alsoup to74 per cent foreign-
owned as well.

If itis sobeneficial, how come other
foreign banks have not moved ahead on
this, otherthan SBM and DBS Bank?

If you are setting up acompany here and
putting in capital, then anexitisnotan
easy option. If you have a
branch approach, you can
always contract your
business. Overthe decade,
many foreign banks have
reduced their branches and
businesses. Now, when

SIDHARTH RATH

the approach torealisingit?
Theintentisto set up a full-fledged
institution out here inthe long term. We
are tying up strategically on various
fronts, and the way we are intending to
build this bankis a bit different. The
normal strategy when banks roll out
operationsis around branches,
liabilities and assets. Now, things have
changed alot over the past decade.
Some of the new-generation banks have
frankly become old-generation,

as far astechnology is concerned. We
havethe benefit of cloud technology,
and the architecture has becomevery
lean and efficient. We have
decided to collaborate with
fintechs, which have done a
phenomenaljob. Look at how
Zerodha hasdisrupted the
market. Bank-driven retail
broking through subsidiaries

peopletalk about long-term
commitment (with abranch
approach), nobodyissure
aboutit. The capital
requirement of foreign banks has gone
up. And that's why they have shrunk or
not added capital in India. It’s because
of their domestic compulsions — host-
country regulators have been insisting
on additional capital. Itisnotonly an
1ssue of India being an outlier market for
large foreign banks. Capital allocation
and application will be more in India,
because ofits ‘BBB minus’ rating.

Mauritius

Whatis thescale of SBM’s ambition and
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hastakena hit, and banks are
trying to reinvent it.

Are you goinginforadeep and
collaborative model with fintechs?
Isthere an opportunity for ustouse an
open architecture? You have fintechs,
non-banking financial companies
(NBFCs), small finance banks and
payment banks. They may have built a
value proposition, technology, and a
client base, butarenotableto
complete their product suite because
theydon't have a banking licence. And
theyalso fear customer cannibalisation
by bigger banks. As for these banks, they
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have lost business to fintechs,
butstilldon’t see them as challengers! I
have a brand new technology,

starting from core banking.Idon’t
havetodo everything on my own, as it
helps me cut down on capital
consumption. Idon’t have to reinvent

the wheel. ‘ ‘

Give us a specificinstance of
such a collaboration.

We have a co-branded credit
card with Paisabazaar. It
connects you to banks and
NBFCs and earns a commission
when your loan is sanctioned.
Butitcan't doanything beyond
that. It has more than five crore
customers, butisonly an
integrator. And, these
customers are typically
millennials. Now, they want to
transact using cards. They are
willing to put inI50,000 for a
card of equivalent value.
Paisabazaar gets to sell another product
toearnfees.Iget to build the liability
franchise through small deposits.

The advantageisthatlam astartup, like
our collaborators. The mindset
matches, and thatisvery important.
They take comfort thatIam
collaborating, not competing. They
also know that I don’t have a network.
This comfortisthe biggest traction
today; and I am very happy to say there
istraction in the startup community
about this bank.
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THE INTENT IS
TOSETUPA
FULL-FLEDGED
INSTITUTION HERE
IN THE LONG TERM.
WEARETYING UP
STRATEGICALLY ON
VARIOUS FRONTS




