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SECTOR WATCH

brick-and-mortar
businesses closer

Government also looking to set up
National Traders’ Welfare Board

PRANAV MUKUL
NEW DELHI,JULY1

A NATIONAL policy on retail
trade, promised by the ruling
Bharatiya Janata Party in its
2019 election manifesto, is ex-
pected tolay down an overar-
ching framework for the sec-
tor to cover various segments
such as physical retail, direct
selling, hypermarkets and e-
commerce, a senior govern-
ment official told The Indian
Express, pointing out that the
policy will focus on spelling
outregulations,improving ac-
cess to funds and compliance
costs, while improving the en-
abling environment for the re-
tail sector as a whole. A draft
of the policy is expected to be
out over the coming week.
The retail policy will also
aim to bridge the gap between
various stakeholdersin the re-
tail ecosystem, such as online
commerce and traditional
small retailers. In its 2019
manifesto, BJP said that for the
welfare of small traders, its
government will establish a
National Traders’” Welfare
Board and create a National
Policy for Retail Trade for
growth of retail businesses.
E-commerce firms and
traditional retail traders have
been atloggerheads, with the
latter accusing online retailers
of distorting the level-playing
field by offering deep dis-
counts on back of foreign
funding. However, e-com-
merce players have pointed
out that currently online retail
occupies less than 5 per cent
of the total retail pie in India.
According to the official
cited above, stakeholder
meetings will be held over the
coming week, which will be
aimed at getting e-commerce
players to handhold brick-
and-mortar retail firms who
want to enter the online retail
space.However, for e-retailers
aseparate e-commerce policy

Could offer
level playing
fieldtoall
players

AS E-COMMERCE
firms look to expand
into new segments,
such as groceries,
alongside going
deeper into India’s ge-
ography, the conflict
between online retail-
ers and traditional
ones could widen.
Abroad policy
framework covering
different segments
could offer alevel
playing field to all
players in the ecosys-
tem, while helping
the smaller retailers
modernise to meet
the growing demand.

is being drafted, which would
be readied over the next year.

Last week, at the first for-
mal meet between trade asso-
ciations and the Department
for Promotion of Industry and
Internal Trade, representatives
of the Confederation of All
India Traders (CAIT) had said
the policy should include
upgradation and modernisa-
tion of existing formats of re-
tail trade. “The government
has almost moved to e-system
whereas till now only 35 per
cent of traders out of 7 crore
have beenable to computerise
theirbusiness,” CAIT secretary
general Praveen Khandelwal
said while participatinginthe
deliberations.
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AMID FEARS OF FURTHER SPREAD OF SOLVENCY RISKS

COMMERCE & INDUSTRY Govt may enhance RBI powers
New policy to aim
to bring e-tailers,

Regulatory changes and measures likely to be announced in Budget on July 5

SUNNY VERMA
NEW DELHI, JULY'1

THE GOVERNMENT is consider-
ing a proposal from the Reserve
Bank of India (RBI) seeking more
powers toimprove its regulatory
and supervisory mechanism for
non-banking financial compa-
nies (NBFCs). Recent defaults by
a section of NBFCs have created
turbulence in the financial mar-
kets, including debt market, lead-
ing to fears that potential sol-
vency risks at certain companies
can be contagious.

Sources said some regulatory
changes and measures relating
to NBFCs sector are likely to be
announced in the Union Budget
slated on July 5. The RBI has al-
ready reduced the periodicity of
the NBFC supervision to 12
months from 18 months earlier.

“Government has received a
proposal from RBI to strengthen
RBI's regulatory and supervisory
powers under the Reserve Bank
of India Act, 1934, and the same s
under consideration,” Union
Finance Minister Nirmala
Sitharaman had said inresponse
toaquery in Lok Sabha.

“RBI has informed that it is
closely monitoring the liquidity
position of the NBFCs and will

LIGHT-TOUCH REGULATORY APPROACH SOFAR

B The Reserve Bank has
conventionally adopted
light-touch regulatory
approach towards
non-banking financial
companies (NBFCs), to
enable them to reach the
masses through innovative
financial products and
service delivery
mechanisms

continue to monitor the activity
and performance of the
NBFC sector with a focus on ma-
jor entities and their inter-link-
ages with other sectors,”
Sitharaman said.

She also clarified the govern-
ment has no plans to provide eq-
uity support to beleaguered
NBFCs in the private sector.
“Government, from time to time,
infuses capital in public sector
NBFCs based on an objective as-
sessment of requirements. There
is no proposal under considera-
tion of the government to recap-
italise private NBFCs,” she said.

The RBI has conventionally
adopted light-touch regulatory
approach towards NBFCs, to en-
able them to reach the masses

M In aresponse to a queryin
Lok Sabha, Finance Minister
Nirmala Sitharaman had
said that the government
has “received a proposal
from RBI to strengthen RBI’s
regulatory and supervisory
powers under the Reserve
Bank of India Act, 1934, and
the same is under
consideration”

through innovative financial
products and service delivery
mechanisms. “In light of recent
developments, there is a case for
having a fresh look at their regu-
lation and supervision. It is our
endeavour to have an optimal
level of regulation and supervi-
sion so that the NBFC sector is fi-
nancially resilient and robust,”
Reserve Bank Governor
Shaktikanta Das had said during
alecture in Pune on June 8.

The central bank has taken
various measures to help NBFCs
tide over the recent crisis, includ-
ing raising the single-borrower
exposure limit for NBFCs that do
not finance infrastructure to 15
per cent from 10 per cent, relax-
ation in minimum holding pe-

riod norm to encourage securiti-
sation of loans assets and asking
NBFCs with assets of more than
Rs 5,000 crore to appoint a chief
risk officer.

Amid payment delays and
defaults in the housing finance
companies and NBFCs, the RBIin
its Financial Stability Report last
Thursday warned that the failure
of any NBFC or HFC will act as “a
solvency shock” toits lenders and
solvency losses caused by these
shocks can “further spread by
contagion”. NBFCs depend
largely on public funds such as
bank borrowings, debentures
and commercial papers, which
account for 70 per cent of the to-
tal liabilities of the sector.

NBFCs were the largest net
borrowers of funds from the fi-
nancial system, with gross
payables of around Rs 844,600
crore and gross receivables of
around Rs 723,000 crore as on
end-March 2019.

The consolidated balance
sheet size of the NBFC sector
grew by 20.6 per cent to Rs 28.8
lakh crore in FY19, as against an
increase of 179 per cent toRs 24.5
lakh crore in 2017-18. Gross NPAs
of the NBFC sector as a percent-
age of total advances rose from
5.8 per centin 2017-18 to 6.6 per
centin2018-19.

TPO activities may gain momentum in H2 0f 2019’

India recorded 16 initial public offerings (IPOs) in the second quarter of calendar year 2019, the EY India
‘IPO Trends Report: Q2 2019’ said, adding that IPO activities may gain momentum in second half of the year

7 0: Number of companies

that have received Securities
and Exchange Board of India

(Sebi) clearance

1 9: Number of companies

currently awaiting clearance

from Sebi

$1 94 mn: 1po size of

most awaited entity in base
metalsin Q2 2019

MAJOR SECTORS
COVERED IN THE
16 IPOs:

H Base metals

M Transportation and
infrastructure

B Healthcare and
equipment

Number of IPOs in
main markets (i.e.,
BSE and NSE)in Q2 2019

4 3% fall, as compared
to7IPOsin Q2 2018

20% fall, as compared
to 51POsin Q12019

INTERVIEW WITH NIMESH SHAH, MANAGING DIRECTOR & CEO, ICICI PRUDENTIAL AMC

‘NBFC crisis an isolated, company-related
event ... does not pose any systemic risk’

As mutual funds have come under
criticismover investments in trou-
bled NBFCs, NIMESH SHAH, MD
and CEO, ICICI Prudential AMCtold
SANDEEPSINGH thatwhile theis-
sue does not pose any systemic
risk, fund houses will have to make
distinction between NBFCs which
possess securitisable portfolios.
He, however,added that there are
attractive pockets for investment
within the segment even in the
current market. Excerpts:

Do you see the NBFC crisis
having a contagion effect on
the overall financial services
and investment sector?

We believe the NBFC crisis is
an isolated, individual company-
related event, which does not
pose any systemic risk. Concerns
pertaining to debt papers gone
bad are largely restricted to spe-
cific schemes of select fund
houses. This is not at an industry-
wide level, as it is being thought
of. The core of the recent credit
events was largely due to borrow-
ers relying on short-term market
borrowings to finance their long-
termuse of funds, lack of adequate
disclosure from companies with
complex group structures leading
tochallengesinissuer assessment.

The other cause of concern
was that credit spreads of issuer
companies was significantly
higher than similar rated papers.
The biggest learning from the
NFBC-related development is the
increased focus on risk manage-
mentand portfolio diversification
in debt funds. Investors must un-
derstand thatjustasvolatilityisan
integral part of equity investments,

rating upgrades and downgrades
tooarea partof credit investments.
However, it is important to differ-
entiate between various ratings
downgrades. Owing to recent
events, the asset(investment)side
of mutual funds is under scrutiny.
At the same time, it is equally im-
portant to ensure there is granu-
larity inliability (AUM ) side as well.

While HFC's have asset liability
mismatch, do you think MFs
should totally ignore them?
NBFC space in India is hetero-
geneous in nature. The business
model of a gold loan NBFC will be
poles apart froma two-wheeler fi-
nancing company or an HCV fin-
ancier or a housing finance com-
pany. The loan duration ranges
from 3-6 months to 15-20 years.
Asaresult,each of these segments
has aunique asset-liability profile,
of which some are under pressure
currently. An NBFCwhich borrows
short-term to lend long-term, as
may be the case with a house fi-
nance company, could have anas-
set-liability mismatch. But it may
not be the case with consumer fi-
nance NBFCwhere thelending du-
rationis not more than 24 months.
Asaninvestor, the fund houses will

have to make distinction between
NBFCs which possess securitisable
portfolios and otherwise. We be-
lieve there are attractive pockets
forinvestmentevenin the current
market. We have increased our ex-
posure to NBFCs backed by strong
corporate groups or banks.

With banks and MFs looking to
avoid the real estate segment,
doyou think there shouldbea
special window for them?

We believe for the economy to
dowell, lower land price isa must.
Today, cost of capital and labouris
reasonable, butland prices are yet
to see a sizeable correction even
as the sector remains over-lever-
aged. In India, land and capital
prices tend to move in tandem, as
can be seen from 1991 to 2003.
Thereafter, over the next decade,
both rates and land prices moved
higher. However, post 2013, inter-
est rates have come off but land
prices continue to remain higher.

Mutual fund inflows have
slowed and SIPs are
witnessing closure. When do
you see this trend reversing?
Mutual fund SIPs have grown
manifold over the past few years.
Industry’s SIP book has grown
from Rs 4,584 crore in May 2017
to Rs 8,183 crore in May 2019.
Through the last financial year, the
industry SIP book has grown
steadily, barring the month of May
(de-growth of Rs 55 crore).
However, along this journey, there
have been times when the inflow
would have moderated. That does
not necessarily translate to the
SIP’s closure. Mutual funds typi-

cally tend to be a pro-cyclical busi-
ness. Investors tend to invest
based on past returns. It is impor-
tant to remember that to make
outsized gains, one has to invest
in arelatively cheap market.

With the new governmentin
place,howdoyousee the
equity market rally?

One of the positives for Indiais
adecade of asingle party rule with
a strong majority. Post elections,
our outlook on equities has im-
proved. While equity as an asset
class tends to perform well on
favourable election outcome, in
the long term, the market seeks di-
rection frommacro-economicin-
dicators. Fromavaluation perspec-
tive, markets are not cheap, barring
certain cyclical stocks. Those in-
vesting with an investment hori-
zon of at least five years can con-
sider SIPin mid and smallcap fund.
In case of lumpsum investment,
one can opt for balanced advan-
tage category of funds. In terms of
debt investment, we are positive
oncreditrisk fund owing tothe at-
tractive yield at which corporate
debt papers are available today.

You have been actively
recommending credit risk
funds ata time when the
category is facing teething
troubles?

Currently, we are of the view
that credit risk category of fund
presents an interesting invest-
ment opportunity, given the at-
tractive valuations. Since yields are
elevated, it could be beneficial to
lock-in investments at current
high yields.

'I 2 Number of IPOs in
SME markets in
Q22019

69%1all, as compared
to391P0sin Q22018

8% fall, as compared to
131POsin Q1 2019

GLOBAL CONTEXT

2 66:1r0s accounted for
by technology, health care
and industrial sectorsin H1
2019, i.e.52 per cent of
global IPOs by deal numbers

$478 bn: Money

raised by all these IPOs
global IPOs, i.e. accounting
of 66 per cent of global
proceeds

87: Number of IPOs in the
Americas in Q2 2019, which
raised $28.1 billion

5%rise by deal numbers
from Q2 2018

50%rise by proceeds
from Q2 2018

ICRA board sends
CEO Takkar on leave

ENS ECONOMIC BUREAU
MUMBAI, JULY 1

IN AN unprecedented step, the
board of directors of ratings firm
ICRA has sent its MD and CEO
Naresh Takkar on leave with im-
mediate effect till completion of
enquiry on an anonymous com-
plaint sent to the company by the
Securities and Exchange Board of
India (Sebi).

WhileICRA did not specify the
reasons for the move, the decision
has come at a time when credit
rating agencies are under a cloud
following the collapse of IL&ES,
which was enjoying top rating
right till the time of its first default
in late August last year. ICRA had
filed a consent application before
the Sebi, which is also investigat-
ing three rating agencies including
ICRA, for their role in the IL&FS cri-
sis, The Indian Express reported on
May 9. The Sebi probe began after
the rating agencies failed to warn
investors in time about the deteri-
orating credit profile of IL&FS. At
least tworating agencies had given
IL&EFS the highest rating of AAA,
even when its subsidiary, IL&FS
Transport Networks, defaulted in
June 2018. Subsequently, the rat-
ing agencies downgraded its debt
papers [credit facilities citing weak
financials.

Officials of four credit rating
agencies, including ICRA, were
summoned and questioned by
the SFIO in the last one month on
theirrole inrating the debt papers
of IFIN between 2014 and 2018.

Sources said the Serious Fraud
Investigation Office (SFIO) claimed
that these credit rating agencies
did not downgrade the ratings of

“The board of directors of
ICRA has...decided
pending the completion of
the examination of the
concernsraisedin the
anonymous representation
that was forwarded to the
company by Sebi to place
Naresh Takkaronleave
effectiveimmediately...”

ICRA

the debt papers of IL&FS Financial
Services (IFIN), even though they
were aware of its weak financials.
In one case, the SFIO allegedly
found evidence which shows that
top officials of a rating agency did
notdowngrade the highratings to
IFIN despite being alerted by their
subordinates.

There were also reports that
investigation into the IL&FS fraud
has showed that the then CEO of
the ILFS Financial Services helped
the senior director of aleading rat-
ing agency buy a duplex villa
worth crores at a discount.

In a stock exchange filing on
Monday, ICRA said, “The board of
directors of ICRA hasatits meeting
today decided pending the com-
pletion of the examination of the
concerns raised in the anonymous
representation that was for-
warded to the company by the
Securities and Exchange Board of
India to place Naresh Takkar on
leave effective immediately, until
further notice.”

“The board has alsodecided to
appoint Vipul Agarwal as interim
chief operating officer (COO)apart
from hisrole as group chief finan-
cial officer effective from July 1,”
ICRA said.
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‘Few unscrupulous
traders’ actions

for better supervision of NBFCs make majority of

honest taxpayers
uncompetitive’

MosS for Finance Anurag Thakur at an event to mark
the second anniversary of GST in New Delhi. Anil Sharma

Period/Financial Year

2017-18 (July 1,2017
to March 31,2018)

2018-19

2019-20 (till June 25,2019) 535

ENS ECONOMIC BUREAU
NEW DELHI, JULY 1

TERMING THE issue of fake in-
voices under GST as a menace,
the government on Monday
warned of action against it, urg-
ing trade and industry to shun
the unfair practices due to
which the honest taxpayers suf-
fer and result in loss of its tax
revenues.

Minister of State for Finance
and Corporate Affairs Anurag
Thakur, speaking at an event to
mark the second anniversary of
GST, said the government in-
tends to follow the policy of
“imandaar trader se bair nahi,
fake invoices walon ki khair nahi”
(no enmity against any honest
trader, but those generating
fake invoices will not be
spared).

“Government will take strict
action against those involved in
generating fake invoices. The
menace of fake invoices needs
tobe checked as the actions of a
few unscrupulous traders make
the majority of honest taxpay-
ers uncompetitive and cause
loss to government revenue. The
government is serious about
curbing this menace,” he said.

Finance Minister Nirmala
Sitharaman, in a written reply
in the Lok Sabha on Monday,
said 535 cases of fake invoices
involving a total fraudulent
claim of Rs 2,565 crore of input
tax credit (ITC) have been
booked and 40 persons have
been arrested so far in the cur-
rent financial year. In 2018-19,
1,620 cases of fake invoices
were registered and as many as
154 persons were arrested.

With moderate tax rates and
increased tax base, GST has the
potential to promote
economies of scale and enhance
our competitiveness and boost
growth, Thakur said. Former
Finance Minister Arun Jaitley, in
a blog on Monday, also high-
lighted the increase in tax base
under GST, saying that the as-
sessee base in the last two years
has increased by 84 per cent.

“The number of assessees
covered under GST today are at
1.20 crore. This obviously leads
to higher revenue collections,”
Jaitley said.

Jaitley also said the 12 and
18 per cent tax slabs in GST
could be merged going forward
as revenues increase, thereby
effectively making it a two-tier
tax. He added that as many as
20 states are already showing
more than a 14 per cent in-
crease in their revenues and do
not require the centre to com-
pensate them for revenue loss
arising out of GST rollout.

Most items of consumer use
have been broughtin the 18 per
cent, 12 per cent and even 5 per
cent category, he said, adding
that this rate rationalisation ex-
ercise has already resulted in
annual revenue loss of over Rs
90,000 crore.

Outlining the future course
of Goods and Services Tax (GST),
Thakur said the government as-
pires to make it the best system
in the world. “It’s a work in

No. of
Cases

1,620

Amount Persons
(inXcrore) arrested
12.67 2
11,251.23 154
2,56540 40
GST collections
dip below 1L cr
mark in June
New Delhi: Goods and

Services Tax (GST)receiptsin
June fell to Rs 99,939 crore,
down from over Rs 1 lakh
crore in the previous month,
the Finance Ministry said on
Monday.

While the GST collections
in June were lower than Rs
1,00,289 crore in May, they
were higher than Rs 95,610
crore receipts in the same
month of the previous year.
The totalnumber of GSTR-3B
returns filed up to June 30,
2019,is 74.38 lakh, as against
72.45 lakh filed in May.

“Total gross GST revenue
collected in the month of
June, 20191sRs 99,939 crore
of which CGST is Rs 18,366
crore, SGSTisRs 25,343 crore,
IGST is Rs 47,772 crore and
cess is Rs 8,457 crore,” the
statement said. PTI

progress and the foundation
has been laid and we are opti-
mistic that we will deliver on
our commitment. What we
have putin place is already bet-
ter than what we had pre-GST.
There can be no better evidence
for this than the fact that my
party is backin the government
even after implementing GST. I
am told this is the first for any
country or any party across the
globe, so it’s a great achieve-
ment,” he said.

Thakur said the new I-T sys-
tem, after having provided a
“faceless, contactless” tax
regime, will keep evolving to
meet the future needs and chal-
lenges to ensure even easier
compliance. “In the recent GST
Council meeting, I could sense
anurgency among all members
to further improve processes
and leverage automation to re-
duce compliance burden even
further. I get the sense that GST
is anindirect tax revolution that
will surely propel India to be-
come a global economic power,
much sooner than predicted by
some,” he said.

Thakur also said that the
government will meet the
Budget target for GST. “Even if
there is any shortfall in a partic-
ular month’s collection, we will
achieve the budget target at the
end of the fiscal. I can assure you
that in the coming months you
will see an increase in GST col-
lections,” Thakur said. Urging
GST officers to be sensitive to the
concerns of honest taxpayers,
Thakur said their interaction
with trade moulds public opin-
ion about GST. “Therefore, [ urge
all GST authorities to remember
at all times that as public ser-
vants they serve the trade by be-
ing sensitive to their concerns
and resolving their genuine dif-
ficulties in accordance with the
law. It is only through this part-
nership that we can achieve the
goal of ‘one nation, one market,
one tax’,” he said.
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Core sector growth at 5.1% on
better electricity, steel output

ENSECONOMICBUREAU
NEW DELHI, JULYT

THE EIGHT core sector industries
recorded a growth of 5.1 per cent
inMay on the back of healthy out-
putin steel and electricity.

The growth of India’s eight
core sectors — coal, crude oil, nat-
ural gas, refinery products, fertilis-
ers, steel, cement and electricity
— is a lead indicator of the
monthly industrial performance.
The cumulative growth of these
sectors during the 2018-19 finan-
cial year was 4.3 per cent.

The growthrate for these eight
key sectors for April 2019 hasbeen
revised upward to 6.3 per cent
from 2.6 per cent reported earlier
mainly due to upward revisionsin
production of coal, crude oil, steel,

ICICI Bank
cuts rates by
10 bps; PNB,
Central Bank
by 5 bps

ENSECONOMICBUREAU
MUMBAI,JULY'1

ICICIBANK, Punjab National Bank
(PNB)and Central Bank of Indiaon
Monday cut their marginal cost of
funds-based lending rates
(MCLRs) across tenures for the
first time after the Reserve Bank
of India lowered the repo rate by
25bps to 5.75 per centin June.

ICICI Bank cut its one-year
MCLR, the benchmark for most
customer loans, by 10 bps to 8.65
per cent. The MCLR for shorter pe-
riods now stands at 8.60 per cent
for six months, 8.45 per cent for
three months, 8.40 per cent for
one monthand overnightlending.
ICICI Bank has announced these
rates to get intoimmediate effect.

PNBand Central Bank of India
also revised their MCLR with a 5
basis-point cut across tenures.
Now, the one-year MCIR of these
public-sector lenders stands at
840 per centand 8.50 per cent, re-
spectively.

Compared to other top banks,
the one-year MCLR for HDFC Bank
standsat 8.70 per cent, SBI's stands
at 8.45 per cent and Bank of
Baroda’s at 8.70 per cent. FE

Maharashtra
CM appointed
convenor of
committee on
agri reforms

EXPRESSNEWS SERVICE
MUMBAI, JULY 1

MAHARASHTRA CHIEF Minister
Devendra Fadnavis has been ap-
pointed as convenor of a high-
powered committee of chief min-
isters for Transformation for
Indian Agriculture, an official
statement said on Monday.

The nine-member panel also
includes chief ministers of
Karnataka, Haryana, Gujarat, Uttar
Pradesh, Madhya Pradesh and
Arunachal Pradesh, in addition to
NITIAayog’s Ramesh Chand serv-
ing as the member secretary.
Union Minister of Agriculture
Narendra Singh Tomar willalsobe
part of the committee.

Anofficial statementissued by
the Maharashtra CMO said, “The
committee will discuss measures
for transformation of agriculture
and raising farmers income.”

The modalities for adoption
and time-bound implementation
of agriculture sector reforms
would be the main agenda of the
committee which will submit its
report after two months, it said.

The terms and reference of the
committee include taking stock of
the agriculture produce and live-
stock marketing (promotion and
facilitation), as well as examining
various provisions of Essential
Commodity Act (ECA), 1955, and
suggesting changes to it for at-
tracting private investments in
agriculture marketing and infra-
structure. The panel will also sug-
gest a mechanism for linking of
market reforms with e-NAM,
GRAM and other centrally spon-
sored schemes; suggest policy
measures to upgrade agri-tech-
nology to global standards and
improve access of farmers to qual-
ity seed, plant propagation mate-
rial and farm machinery in agri-
culturally advance countries; and
to propose reforms for increasing
farmers income.

At the NITI Aayog Governic
Council meet on June 15, Prime
Minister Narendra Modji, had an-
nounced to set-up the panel on
structural reforms in agriculture.

cementand electricity, according
to a PTI report quoting a
Commerce Ministry statement.

Datareleased by the Ministry
on Monday showed that the
overall index of these eight seg-
ments had grown by 4.1 per cent
in May 2018. Growth in the elec-
tricity sector, which accounts for
nearly 20 per cent of theindex, ac-
celerated 7.2 per cent in May
2019, up from 5.9 per cent in April.
Growth in steel — which makes
up 17.92 per cent of the index —
stillremained higher than the 6.7
per cent recorded in March,
growing 19.9 per cent in May.
Growth in this sector was 19 per
cent in April.

Production of fertilisers, which
had dropped 4.4 per cent in April
as opposed to a growth of 4.3 per
cent in March, continued to drop

in May. However, the degrowth
slowed to 1 per cent.

At the same time, refinery
products, which make up nearly
30 per cent of the index, experi-
enced a degrowth of 1.5 per cent,
upsetting the positive trend of
growth from March this year.

Coal, whichaccounts for 10.33
per cent, grew by a mere 1.8 per
cent, continuing the trend of
slowed growth in the sector after
touching 9.1 per cent in March.

Cement, which accounts for
5.37 per cent of the index, grew
slightly at 2.8 per centin May after
falling drastically to 2.3 per centin
April from 15.7 per centin March.

The crude oil segment
continued to drop, registering a
degrowth of 6.9 per cent. This is
the fourth month that oil produc-
tion has fallen over by 6 per cent.

Manufacturing sector
PMI declines in June

ENS ECONOMICBUREAU
MUMBAI, JULY1

INDIA’'S MANUFACTURING sector
growth moderated in June amid
softer increase in new work in-
takes, leading to slower rise in out-
put and employment, a survey
has said. The IHS Markit India
Manufacturing  Purchasing
Managers’ Index (PMI)wasat52.1
in June, down from May’s three-
month high of 52.7, indicating a
slight setback in the Indian man-
ufacturing sector. This is the 23rd
consecutive month that the man-
ufacturing PMI has remained
above the 50-point mark.

Pollyanna de Lima, principal
economist at IHS Markit, said,
“Gauges of factory orders, produc-
tion, employment and exports re-
mained inside growth territory,
but rates of expansion softened in
all cases asdomestic and interna-
tional demand showed some
signs of fading.” In PMI parlance,
a print above 50 means expan-
sion, while a score below that de-
notes contraction.

According to the survey, con-
sumer goods was the key source
of growth, where robustincreases
in sales, output and employment
were registered. Modest expan-
sions in production and new work
were noted in the intermediate
goods category, but jobs stag-

MANUFACTURING
PMIAT 52.1IN JUN

B The IHS MarkitIndia
Manufacturing PMIwas
at52.1inJune,down
from May’s 52.7

B Activity in China’s
manufacturing sector
alsofellin June

nated. At the same time, operat-
ing conditionsin the capital goods
sector were broadly unchanged.

Meanwhile, growth of new
export orders also showed signs
of weakness. “Also, a further de-
cline in unfinished business points
to excess capacity among goods
producers; meaning that job cre-
ation may come to a halt in the
near term should demand growth
fail torevive,” Lima said.

On the prices front, June data
continued to show only amoder-
aterise ininput costsand enabled
firms to lower charges. Easing
price pressure might prompt the
Reserve Bank of India to continue
with its dovish stance in its up-
coming policy review in August.

Meanwhile, activity in China’s
manufacturing sector — the
largest in Asia — fell in June follow-
ing three months of growth.
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DESPITE SHUTDOWNS, INVENTORY STAYS HIGHER THAN USUAL

Passenger vehicle sales muted
for 12th straight month in June

ENS ECONOMICBUREAU
NEW DELHI, JULYT

IMPACTED BY shutdowns at some
plants and little consumer inter-
est, wholesale despatches of pas-
senger vehicles (PVs) were down
by over 15 per cent year-on-year
(y-0-y)inJune —the 12th consec-
utive month of subdued numbers.
Despite the shutdowns, however,
inventory stayed at levels that
were higher than the normal 20-
30 days with companies strug-
gling to stimulate demand.

Analysts said weak retail de-
mand and inventory correction
affected carmakers’ wholesale
despatches todealers. Besides, the
rise in vehicle prices due to regu-
latory changes and higher financ-
ing costs are likely to hit car sales
forafew more monthstill the fes-
tive season. “It’s a grim volume
scenarioat present partly duetoa
weak model launch phase,” ana-
lysts at Axis Capital said.

While Maruti Suzuki had its
annual maintenance shutdown of
sevendaysinJune, others, includ-
ing Tata Motors and Mahindra &
Mahindra(M&M), left their plants
shut for three-nine days toreduce
unsold inventory piled up from
the 2018 festive season, when de-

SALES LIKELY TO BE HIT TILL FESTIVE SEASON

B According to analysts, rise
in vehicle prices due to
regulatory changes and
higher financing costs are
likely to hit car sales for a
few more months till the
festive season

mand was weaker than expected
due to a hike in insurance premi-
ums and costlier finance.
Maruti’sdomestic volumesin
Junefell 15.3 per centy-o-y, while
Hyundai’s volumes were down
7.3 per cent. M&M was the only
manufacturer to buck the trend by
registering a 4 per cent y-o-y
growthin June,on the back of new
launches like XUV300. Tata
Motors posted a sharp 27 per cent
y-0-y dip in PV wholesales.
Maruti Suzuki chairman RC
Bhargava earlier said loans have
become more expensive since
the second half of the previous
fiscal, which might continue im-
pacting consumers for the next
few months. “With the RBI eas-
ing interestrates, | hope the banks
will pass on the benefits to cus-
tomers in the next few months,
which may helpininventory eas-

B Demand for two-wheeler
remained lacklustre for the
eighth consecutive month,
while wholesales of
commercial vehicles also
fell nearly 12 per cent
year-on-year in June

ing out,” Bhargava had said.

N Raja, deputy MD, Toyota
Kirloskar Motor, said slowdown
in domestic sales had been a re-
sultof several factors. “The prevail-
ing economic uncertainty, uncer-
tainty on monsoons, high interest
costs, tight liquidity and also the
underlying apprehensions sur-
rounding BS VI introduction in
few months have steered the
slowdown,” Raja said.

Demand for two-wheeler also
saw a trend similar to PVs, re-
maining lacklustre for the eighth
consecutive month in June.

Among two-wheelers, Hero
MotoCorp’s sales dropped 12 per
centy-0-y, while TVS Motor’s do-
mestic sales dipped 8 per cent.
Volumes of Royal Enfield, mean-
while, fell 24 per cent. Bajaj Auto
performed relatively better, with
domestic two-wheeler volumes

falling 1 per cent y-o-y in June.

Demand for two-wheelers
was impacted by a rise in insur-
ance premiumin September 2018
and subsequent price hikes ef-
fected by companies on April 1,as
they had toadd several features to
the vehicles to comply with the
new safety norms.

Wholesales of commercial ve-
hicles (CVs) too fell nearly 12 per
centy-0-y in June, with the man-
agement of major companies at-
tributing the slowdown in de-
mand to a halt in several
infrastructure projects and the re-
vised axle load norms. Ashok
Leyland’s domestic sales fell 14 per
centy-0-y, while TataMotors and
M&M posted a fall of 7 per cent
and 15 per centy-o-y, respectively.

“Both M&HCV and SCV seg-
ments have been hit by poor con-
sumer sentiment, falling freight
rates and difficulty of funding by
NBFCs,” said Girish Wagh, presi-
dent, CV business, Tata Motors.

After around seven months of
growth in FY19, CV volumes be-
gan dwindling from November
2018. The government last year
hiked the loading limit for CVs, as
a result of which fleet operators
got more bandwidth toload goods
and new purchases are getting
postponed. FE

‘HFCs’ asset growth likely to go up to 14% by FY21’

Asset growth for housing finance companies (HFCs) is likely to go up to 14 per cent in FY20 and FY21, and will
be led by two biggest players in the segment which command half of the industry, a report by Crisil Ratings said
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Amount raised via
securitisation and direct
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Bhushan Steel loan defaults: SFIO finds ‘extreme

misuse’ of corporate structure by firm’s promoter

PRESS TRUSTOFINDIA
NEW DELHI,JULY1

THE SERIOUS Fraud Investigation
Office (SFIO) Monday filed a
70,000-page complaint in the
Bhushan Steel case wherein the
probe agency has found “extreme
misuse” of the corporate structure
by the promoters which reduced
corporate governance require-
ments to paper formalities,
sources said.

According to sources, the Serious Fraud
Investigation Office has unearthed fraudulent
misuse of letters of credit of around Rs 45,000 crore

Bhushan Steel had defaulted
onloans and the banks had totake
a haircut of more than Rs 20,000
crore as part of the resolution
process. The complaint has been
filed at the special court, Dwarka.
Earlier, SFIO had arrested the com-

pany’s former MD Neeraj Singal,
who is now on interim bail.
Theinvestigation hasinteralia
unearthed fraudulent misuse of
letter of credits to the tune of
around Rs 45,000 crore and gross
misuse of the first-time adoption

‘OPEC agrees to extend oil cut
till Mar 2020 to prop up prices’

REUTERS
VIENNA, JULY'1

OPEC AGREED on Monday to ex-
tend oil supply cuts until March
2020, three OPEC sources said, as
the group’s members overcame
their differences in order to prop
up the price of crude amid a weak-
ening global economy and soar-
ing US production.

The move will likely anger US
President Donald Trump, who has
demanded OPEC leader Saudi
Arabia supply more oil and help
reduce prices at the pump if
Riyadh wants US military support
inits standoff with arch-rival Iran.

Benchmark Brent crude has
climbed more than 25 per cent so
far this year after the White House
tightened sanctions on OPEC
members Venezuela and Iran,
slashing their oil exports.

OPEC and its allies led by
Russia have beenreducing oil out-
put since 2017 to prevent prices
from sliding amid soaring produc-
tion from the United States, which
has overtaken Russia and Saudi
Arabia as the world’s top producer.

Fears about weaker global de-
mand as a result of a US-China
trade spat have added to the chal-
lenges faced by the 14-nation
Organization of the Petroleum
Exporting Countries.

“Saudi Arabia is doing its best
toachieve oil prices at $70 per bar-
rel despite what Trump wants.
But they haven’t accomplished

Officials at the beginning of the OPEC meeting in Vienna,

Austria, on Monday. Reuters

that even with Iranian and
Venezuelan oil exports dropping.
And the reasons for that are weak
demand and US shale growth,”
said Gary Ross from Black Gold
Investors.

The United States, the world’s
largest oil consumer, is not a
member of OPEC, nor is it partici-
pating in the supply pact. A jump
in ol prices might lead to costlier
gasoline, a key issue for Trump as
he seeks re-election next year.

Brent rose as much as $2 on
Monday towards $67 per barrel as
traders cited OPEC's resolve to
curb output.

The OPEC meeting on Monday
will be followed by talks with
Russia and other allies, a grouping
known as OPEC+, on Tuesday.

Russian President Vladimir

Putin said on Saturday he had
agreed with Saudi Arabia to ex-
tend existing output cuts of 1.2
million barrels per day, or 1.2 per
cent of global demand, until
December 2019 or March 2020.

Oil prices could stall as a slow-
ing global economy squeezes de-
mand and US oil floods the mar-
ket, a Reuters poll of analysts
found. “I think nine months gives
us enough runway to wait for the
market to balance,” Saudi Energy
Minister Khalid al-Falih said.

He said Saudi Arabia would
continue reducing supplies to cus-
tomers in July.

Iran’s exports plummeted to
0.3 million barrels per day in June
from as much as 2.5 million bpd
in April 2018 due to Washington’s
fresh sanctions.

of Ind-AS in mis-stating the firm’s
financial statements, sources said.
There was fraudulent over-
valuing of assets by around Rs
15,000 crore tointer alia write-off
inventory worth around Rs 6,000
crore, trade receivables to the ex-
tentof Rs 1,250 crore, they added.
As per sources, promoters
used more than 150 companies to
build a complex web of transac-
tions to carry out the siphoning off
funds to hoodwink lenders and
other investors in the company.

CCI: Google
conduct may
deny market
access for
competitors

PRESS TRUST OFINDIA
NEW DELHI, JULYT

THE COMPETITION Commission
of India (CCI) has ordered a de-
tailed probe against Google for al-
leged abuse of Android mobile
platform after concluding that the
conduct might result in denial of
market access for competing
apps. The order came on a com-
plaint alleging that the search gi-
ant indulged in anti-competitive
practices by mandating smart-
phone and tablet manufacturers
to exclusively pre-install Google’s
appsand services in smartphones
manufactured or sold in India.

“Mobile search has emerged
as a key gateway for users to ac-
cessinformation and Androidisa
key distribution channel for mo-
bile search engines. Search en-
gines exhibit data-driven scale ef-
fects. Improvements in search
algorithm require sufficient vol-
ume of data, which, in turn, needs
sufficient volume of queries from
users whoare increasingly resort-
ing to mobile search.

“Thus, the impugned conduct
of Google may help perpetuateits
dominance in the online search
market while resulting in denial
of market access for competing
search apps...,” the CCl order said.

The probe brought out the ex-
treme misuse of the corporate
form by the promoters who ran
the listed firm more like a propri-
etorship concern reducing corpo-
rate governance requirements to
paper formalities, they added.

Sources also said the role of
statutory auditors has again come
in focus with their conniving role
glaringly coming out. SFIO hasalso
raised questions on the role of
bank officials in perpetuating the
fraudulent activities, they added.
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Vishwanathan
reappointed
RBI Deputy Guv

New Delhi: The Appointm-
ents Committee of the
Cabinet on Monday ap-
proved reappointment of N
S Vishwanathan as Deputy
Governor of the Reserve
Bank of India for another
year, with effect from July 4,
an order issued by the
Personnel Ministry said. His
existing tenure was to end
Wednesday. ENS

ATF cheaperby
5.8%:%3cutin
subsidised LPG

New Delhi: Jet fuel price was
onMonday cutbyasteep 5.8
per cent toa four-monthlow
on softening international
oil prices, according to state-
owned fuel retailers. ATF, or
aviation turbine fuel, pricein
Delhiwas cutbyRs 3,806.44
per kilolitre to Rs 61,200.36
per kl. Meanwhile, oil firms
also cut price of LPG.
Subsidised LPG in Delhirate
was cut by Rs 3.02 per 14.2-
kg cylinder to Rs 494.35.

Stakeholder
comments

soughtonFTP

New Delhi: The Commerce
Ministry has sought views of
all stakeholders for the for-
mulation of the next foreign
trade policy (FTP) which
provide guidelines for en-
hancing exports to push
economic growth and cre-
ate jobs, the Directorate
General of Foreign Trade
(DGFT) said in a notice.

Sebhifines
former MCX
director

New Delhi: The Securities
Exchange and Board of India
(Sebi) said it has imposed a
fine of Rs 1.25 crore on for-
mer Multi Commodity
Exchange (MCX) director
Hariharan Vaidyalingam for
insider trading. PTI

Warren Buffett donates

REUTERS
NEW YORK, JULY'1

WARREN BUFFETT is donating
roughly $3.6 billion of Berkshire
Hathaway Inc stock to five chari-
ties, including the Bill & Melinda
Gates Foundation, the biggest
contribution in Buffett’s plan to
give away his fortune. Berkshire
said Buffett’s 14th annual dona-
tion comprises about 16.81 mil-
lion Class “B” shares of Berkshire.

The donation will boost the

S $3.6 bn to five charities

total amount Buffett has given to
the charities to more than $34.5
billion since the 88-year-old bil-
lionaire pledged in 2006 to give
his shares away.

Four-fifths of the donations go
to the Gates Foundation. The rest
goes to the Susan Thompson
Buffett Foundation, named for
Buffett’s late first wife, and chari-
ties run by his children Howard,
Susan and Peter: the Howard G.

Buffett  Foundation, the
Sherwood Foundation and the
NoVo Foundation.

West Bengal FM writes to Sitharaman,
seeks ‘comprehensive paper’ on GST

EXPRESSNEWS SERVICE
KOLKATA, JULYT

WEST BENGAL Finance Minister
Amit Mitra has written to Union
Finance Minister Nirmala
Sitharaman on the Goods and
Services Tax (GST), seeking acom-
prehensive paper on the indirect
tax system. Sources in the state
secretariat Nabanna said Mitra
stated that despite completing
two years, the GST regime was
plagued by problems of structure,

SBI to float
7,000 crore
ATl bond issue

Mumbai: The board of State Bank
of India (SBI) has approved the
proposal to raise AT1 (additional
tier one) bonds to the tune of Rs
7,000 crore from the market.
“The Central Board accorded
approval toraise AT 1 capital up to
an amount of Rs 7,000 crore by
way of issuance of Basel-Ill com-
pliant debt instrument in rupee
and/ or any other convertible cur-
rency through a public offer or pri-
vate placement to overseas and/
or Indian investors (dollar AT 11
Masala AT 1) in such number of
tranches,” it said in a statement.
The coupon rate may be de-
cided at the time of actual is-
suance during FY20, the public
sector lender further said. ENS

function and implementation.

Mitraargued that the GST slab
of 28 per cent should be com-
pletely abolished on items other
than some goods and services.

He also wrote that there
should be rationalisation of rate of
goods and services attracting 12
per centand 18 per cent.

“At this juncture, I would
humbly request that a compre-
hensive paper needs to be pre-
pared, which addresses the issues
raised above along with concerns
of others. Such a comprehensive

paper may kindly be placed be-
fore the GST Council as a single
agenda for collectively deciding
upon the future course of action,”
read Mitra’s letter, according to
sources, dated July 1.

According to sources, the West
Bengal Finance minister also said
that the key concern with the GST
is huge complexity in the rules
and procedures, especially those
relating to return forms. He also
raised theissue of delayed refunds
and the need for checking evasion,
sources added.

SBI, NIIF ink MoU on
capital for infra projects

ENS ECONOMICBUREAU
MUMBAI, JULY T

STATE BANK of India and the
National Investment and
Infrastructure Fund (NIIF) on
Monday signed amemorandum
of understanding (MoU) to boost
availability of capital for infra-
structure projects. The scope of
the MoU includes equity invest-
ments, project funding, bond fi-
nancing, renewable energy sup-
port and take-out finance for
operating assets.

“The objective of this initia-
tive is to aid in filling the gap at a
time when the availability of eq-
uity and debt financing for infra-
structure has moderated,” said

Rajnish Kumar, chairman, SBI.

Sujoy Bose, managing direc-
tor and CEO, NIIF said, “The avail-
ability of post-construction take-
out equity and debt financing for
developers and builders of infra-
structure projects will play an
important role in the infrastruc-
ture development cycle in India.
NIIF’s partnership with SBI will
allow us to design large-scale
long-term financing solutions to
address this need.”

In the last financial year, SBI
— throughits specialised Project
Finance & Structuring Business
Unit — extended financial assis-
tance of about Rs 51,000 crore to
47 infrastructure projects. For the
current financial year, the bank
has a robust pipeline.



