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Stocks crash on budget, global cues

Surcharge on high income group, strong U.S. jobs data lowering prospects of Fed rate cut dampeners

MARKET WATCH

08-07-2019 % CHANGE

Sensex 38,721 2.01
US Dollar 68.66 0.35
Gold 35,470 0.00
Brent oil 64.72 1.79

PRICE CHANGE
Adani Ports 397.80 -4.65
Asian Paints 1340.25 18.45
Axis Bank 782.90.....-23.20
Bajaj Auto 2777.80....-64.75
Bajaj Finserv 7593.05.-842.30
Bajaj Finance 3413.30..-305.85
Bharti Airtel 356.40 -8.40
BPCL 360.85 -9.20
Britannia Ind 2781.15...-43.70
Cipla 538.45....-11.55
Coal India 232.40 -9.50
Dr Reddys Lab 2595.70 -5.25
Eicher Motors 19032.90...-612.20
GAIL (India) 302.10 -4.30
Grasim Ind 888.55......-38.50
HCL Tech 1039.05....... 22.65
HDFC 2259.95....-18.95
HDFC Bank 2409.60......-62.80
Hero MotoCorp 2380.15..-132.15
Hindalco 197.60 -1.30
Hind Unilever 1753.55 37.85
Indiabulls HFL 689.00......-38.35
ICICI Bank 425.90......-10.45
Indusind Bank 1476.50......-56.05
Bharti Infratel 262.50 1.50
Infosys 717.60 0.40
Indian QilCorp 144.05 -8.15
ITC 277.45 -2.00
JSW Steel 262.25 -4.40
Kotak Bank 1475.30.....-41.90
L&T 1490.35......-68.00
M&M 635.85 -6.20
Maruti Suzuki 6038.70...-321.30
NTPC 129.60. -6.90
ONGC 152.40 -9.10
PowerGrid Corp 201.25 -4.60
Reliance Ind 1252.05......-11.30
State Bank 355.30.....-15.35
Sun Pharma 366.80 -8.45
Tata Motors 154.55 -5.65
Tata Steel 468.05......-10.30
TCS 2175.40.....12.30
Tech Mahindra 680.35 -0.75
Titan 1252.45....-25.65
UltraTech Cement.....4392.35... -129.70
UPL 662.10 -3.70
Vedanta 161.95 -1.70
Wipro 266.90 -4.95
YES Bank 93.15 5.00
Zee Entertainment...... 334.65.....-11.25

Indicative direct rates in rupees a unit
except yen at 4 p.m. on July 08

CURRENCY TTBUY TTSELL

US Dollar 68.46.......68.78
Euro 76.80.......77.16
British Pound 85.66.......86.07
Japanese Yen (100) .. 63.04....63.33
Chinese Yuan 9.95 10.00
Swiss Franc 68.93......69.26
Singapore Dollar 50.38.......50.62
Canadian Dollar 52.41....52.66
Malaysian Ringitt 16.53 16.62
Source:Indian Bank

July 08 rates in rupees with previous
rates in parentheses
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Yes Bank stock
rises as lender
reassures

SPECIAL CORRESPONDENT
MUMBAI

Yes Bank stock rose 5.5%
on Monday even as the
broader indices fell 2% af-
ter the lender clarified that
the financial position of the
bank was sound and stable
and its liquidity and oper-
ating performance conti-
nued to be robust.

The bank made the
statement in view of ‘un-
founded speculation about
its board and management
stability, Yes Bank said.

The bank’s stock ended
5.56% higher to close the
day at ¥93.10 a share.

The lender also made
two senior level appoint-
ments. Rajeev Uberoi will
be senior group president
— governance and controls
while Anurag Adlakha will
be senior group president
and head - financial man-
agement and strategy.

The bank will announce
its earnings for the April-
June period on July 17.

Cox & Kings
drops 5% after
IATA curbs

SPECIAL CORRESPONDENT
MUMBAI

Travel services firm Cox &
Kings® stock fell 5% on
Monday after the Interna-
tional Air Transport Asso-
ciation (IATA) suspended li-
cence to sell tickets.

“Cox & Kings defaulted
on its BSP (Billing & Settle-
ment Plan) payment subse-
quent to its suspension
from the BSP on June 28.
IATA remains in dialogue
with Cox & Kings to ex-
plore whether a resolution
can be reached. Eezego
One was cross defaulted
due to its common owner-
ship with Cox & Kings,”
said Albert Tjoeng, assis-
tant director, corporate
communications, Asia Pac-
ific — International Air
Transport Association.

CM
K

SPECIAL CORRESPONDENT
MUMBAI

The first trading session of
the equity markets after the
Union Budget saw stocks in a
free-fall mode on Monday as
a mix of global factors and
domestic concerns emanat-
ing from some of the propo-
sals in the Budget spooked
investors.

The government’s propo-
sal to levy a surcharge on the
high-income group coupled
with the tax on buyback and
increase in public holding in
listed entities dampened in-
vestor sentiments, while the
overall negative trend in
emerging markets on ac-
count of a robust U.S. jobs
data lowering the prospect
of a rate cut by the Federal
Reserve further played
spoilsport.

Intraday low

The 30-share Sensex fell
nearly 910 points during in-
traday trading to touch a low
of 38,605.48 before margi-
nally recouping some of the
osses to close at 38,720.57,
down 792.82 points or 2.01%.

In a free fall

The benchmarks of South Korea, Hong Kong, Japan, Taiwan,
China and Indonesia all ended in the red on Monday

Sensex intra-day
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Biggest Sensex falls since 2008 crisis
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The broader Nifty ended
the day at 11,558.60, shed-
ding 252.55 points or 2.14%.
Further, the India VIX index,
which is looked upon as a ba-
rometer of near-term volatil-
ity, gained over 6% on
Monday.
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The market breadth was
also very weak with nearly
2,000 stocks losing ground
on the BSE, as against only
534 gainers.

Most of the broader indic-
es lost more than the bench-
marks with some of the sec-

toral indices representing
banking, automobiles, capi-
tal goods, power and realty
falling over 3% on Monday.

Amar Ambani, president
and research head, Yes Se-
curities said that the market
fall on Monday was primarily
on account of concerns over
future fund flow into the se-
condary market due to the
hike in surcharge on the in-
come of high-income
individuals.

Higher surcharge

“The increased surcharge al-
so has a bearing on FPIs
coming in through the trust
route and taxation of Catego-
ry 3 AIFs (Alternate Invest-
ment Funds).

“This potentially reduces
the post-tax attractiveness of
India, vis-a-vis other mar-
kets, where such a high rate
doesn’t exist,” said Mr. Amar
Ambani.

Bluechip stocks and Sen-
sex constituents like Bajaj Fi-
nance, ONGC, Hero Moto-
corp, Maruti Suzuki India,
NTPC, L&T and State Bank of
India all lost between 4-5%

each on Monday.

A weak trend in most of
the leading Asian markets al-
so affected the sentiment in
the Indian market.

The benchmarks of South
Korea, Hong Kong, Japan,
Taiwan, China and Indonesia
all ended in the red on
Monday.

“Globally, a positive pay-
roll expansion, ahead of esti-
mations, has led to a fear of
anticipated Fed rate cut not
coming through.

“This fear of consequen-
tial impact on global flows
has been felt across emerg-
ing markets,” said Pradeep
Kesavan, senior vice-presi-
dent, equity strategy, institu-
tional equities, Elara Capital.

The weakness in the equi-
ty markets also spilled over
in the currency market with
the rupee weakening 24 pai-
sa against the dollar.

The rupee closed at 68.66
a dollar as compared to the
previous close of 68.42.

Most emerging market
currencies weakened against
the dollar on the back of
strong U.S. job data.

FPIs press the panic
button on tax surcharge

Are taxed as per individual tax slabs

SPECIAL CORRESPONDENT
MUMBAI

The government may well
have targeted high-income
individuals while proposing
a tax surcharge but that has
taken a toll on foreign inves-
tors in the Indian capital
market.

According to experts, a
large number of foreign
portfolio investors (FPIs) in
India operate through a
trust or a limited liability
partnership (LLP) structure
that are not recognised as a
corporate entity by the In-
come Tax Act and hence,
are taxed as per the indivi-
dual tax slabs based on their
earnings. While presenting
her maiden Budget on Fri-
day, Finance Minister Nir-
mala Sitharaman said that
the effective tax rate for in-
dividuals having taxable in-
come between 32 crore and
35 crore would increase by
around 3%.

Those earning above %5
crore would see an increase
of 7% due to the surcharge.
Experts believe that the sur-

Public, private sectors ~ ‘Financial system has surplus liquidity
have to invest: Garg

‘Bulk of investment from govt. firms’

TCA SHARAD RAGHAVAN
NEW DELHI

The government hopes to
get investments from public
sector companies as well as
the private sector, accord-
ing to Finance Secretary
Subhash Chandra Garg.

Mr. Garg said that the go-
vernment’s own contribu-
tion to gross capital forma-
tion was small and so, in the
unlikely event that this was
even doubled, the overall
impact on capital formation
would not make much diffe-
rence. The bulk of the pu-
blic sector’s investment
came from companies
owned by the government,
he added, and it is hoped
that this would grow.

“The gross capital forma-
tion is about 55 lakh crore,
about 30% of the GDP,” Mr.
Garg told The Hindu. “ A
greater part happens in the

private sector and a smaller
part happens in the public
sector. In the public sector,
a much smaller part hap-
pens in the government.
The larger part happens by
the public sector compa-
nies.” The Secretary said
that in his estimation, the
government expenditure on
infrastructure or capital for-
mation was not more than
7-8% of the total capital for-
mation. “So, if somebody
says you can expand the in-
vestment by expanding the
government investment,
that can’t actually make a
lot of difference,” he added.
“It’s impossible for the go-
vernment to double the ex-
penditure, which will make
the deficits go up substan-
tially. But even if it were to
do it, on the total invest-
ment, this will make a rela-
tively small contribution.”

Equity MF inflows

jump threefold in June

Driven by lower inflation, rates

PRESS TRUST INDIA
MUMBAI

Net inflows into the equity-
oriented schemes grew
close to almost three times
to 32,256.37 crore in June
over 797 crore in May, ac-
cording to Association of
Mutual Funds in India (AM-
FI) data.

Net inflows for the open-
ended growth and equity-
oriented schemes have been
consistently rising since
April, the data showed.

Net flows into the open-
ended growth and equity-
oriented schemes rose to
%7,663.14 crore in June from
%4,608.74 crore in April, lar-
gely driven by multi-cap and
large-cap fund categories.

“Political stability, lower
inflation coupled with the
Reserve Bank of India’s
stance to lower interest
rates is driving the en-

hanced retail inflows to-
wards equity-oriented
schemes,” AMFI chief exec-
utive N.S. Venkatesh said.
Overall net inflows for hy-
brid schemes was %862.61
crore in the reporting
month. He attributed the
outflows from the liquid
schemes from the fixed in-
come side to “the usual
quarter-end  phenomena
where the industry does
witness temporary redemp-
tions from liquid funds.”
Flows into gilt schemes
and long duration schemes
stood positive, owing to the
dovish stance of the RBI on
interest rates. Net outflows
from income and debt-
oriented schemes to the
tune of %1.71 trillion in June
led to the overall decline in
the June month-end AUMs
to 24.25 trillion from
%25.93 trillion in May.

Repo transmission taking 2-3 months against the 6 months earlier, says Das

SPECIAL CORRESPONDENT
NEW DELHI

The financial system is
“hugely surplus” with liquid-
ity, Reserve Bank of India
Governor Shaktikanta Das
said on Monday, adding that
this would facilitate better
transmission of rate cuts im-
plemented by the central
bank.

“You have to keep in mind
the fact that from June 1 on-
wards, the system is more
than adequately surplus in li-
quidity,” Mr. Das said at a
press conference following a
post-Budget meeting of the
RBI Board with Finance Mi-
nister Nirmala Sitharaman.

“Today, as we speak, the
system liquidity is hugely
surplus and we have also an-
nounced a liquidity backstop
for the banks to implement
the NBFC package which the
Finance Minister announced
in the Budget.”

“When there is adequate
liquidity, it always facilitates
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From left: Finance Minister Nirmala Sitharaman, Governor Shaktikanta Das and Finance
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Secretary Subhash Chandra Garg at the RBI board meeting in New Delhi on Monday. =pmi

better transmission,” Mr. Das
added. “So, I would expect
in the coming weeks and
months, that we would see
better transmission taking
place.” The Governor said
that a positive development
taking place recently is that
the banks are taking a shor-

ter time to transmit the repo
rate cuts implemented by
the RBI. “In the last Mone-
tary Policy Committee meet-
ing, by that time 50 basis
point repo rate cut had alrea-
dy been announced and out
of this 21 basis points had
been transmitted,” Mr. Das

RBI board finalises ‘Utkarsh 2022

Three-year road map to improve regulation, supervision

MANOJIT SAHA
MUMBAI

The Reserve Bank of India
(RBI) board, which met in
New Delhi, finalised a three-
year roadmap to improve
regulation and supervision,
among other functions of
the central bank.

This medium term strate-
gy — named Utkarsh 2022 —
is in line with the global cen-
tral banks’ plan to streng-
then the regulatory and su-
pervisory mechanism,
sources aware of the board
meeting told The Hindu.

“It is a three-year road
map for medium term objec-
tive to be achieved for im-
proving regulation, supervi-
sion of the central bank,”
said a source.

“Worldwide, all central
banks strengthen the regula-
tory and supervisory me-
chanism, everybody is for-
mulating a long-term plan
and a medium-term plan.
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So, the RBI has also decided
it will formulate a pra-
gramme to outline what is to
be achieved in the next three
years,” the source added.

An internal committee
was formed, which was an-
chored by outgoing Deputy
Governor Viral Acharya, to
identify issues that needed
to be addressed over the
next three years. While
around a dozen areas were
identified by the committee,
some board members felt
that areas could be filtered
and lesser number of areas

can be identified for imple-
mentation in the next three
years.

“The idea is that the cen-
tral bank plays a proactive
role and takes preemptive
action to avoid any crisis,”
said another source, high-
lighting the IL&FS debt de-
fault issue and the crisis of
confidence the non-banking
financial sector faced in the
aftermath.

In a statement after the
board meeting, the RBI said
the board finalised the three
-year medium-term strategy
document of the Reserve
Bank, ‘which covered, inter-
alia, its mission and vision
statement.

The board also approved
the RBI’s budget for the July
2019-June 2020 period.
Other matters discussed by
the board included issues re-
lating to currency manage-
ment and payment systems,
the statement added.

Despite global challenges, 3M India remains bullish

India is an important talent contributor to our global leadership in the U.S., says Ramadurai

MINI TEJASWI
BENGALURU

Minnesota-based 3M Compa-
ny, that manufactures more
than 60,000 products for
homes, schools, enterprises,
governments and hospitals,
may be staring at a barrage
of market challenges.

These include flagging de-
mand for cars and smart-
phones, growing end-market
softness in China, company’s
recent exit from Venezuelan
market citing “unstable envi-
ronment” and an urgent
need to cut its flab by 2,000

through a global lay-off as
part of the company’s “ag-
gressive action” to drive
costs down. Despite these
challenges, 3M’s India opera-
tions remain unaffected and
bullish,  newly-appointed
managing director Ramesh
Ramadurai told The Hindu.

Listing out his immediate
priorities as the country
head, Mr. Ramadurai said
3M India had a strong history
of building sustainable busi-
nesses based on its deep cus-
tomer orientation and
innovation.
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Ramesh Ramadurai
Mr. Ramadurai said 3M’s
priority was to use the

breadth of its technologies
and platforms to make a dif-

ference to people in India on
the ground. The company
offers highway safety signs,
smart variable messaging
signs and road furniture (ob-
jects used for safety and traf-
fic control on State and na-

tional  highways).  It’s
solutions also go into manu-
facturing industries and

3M’s advanced infection pre-
vention solutions are widely
used by hospitals in the
country.

On India’s contribution to
3M’s global businesses, he
said 3M India had been one

of fastest growing subsidiar-
ies. “India is also an impor-
tant talent contributor to our
global leadership in the U.S.,
to the scientific community
and to several regional lea-
dership positions in the Asia
Pacific,” he added.

On online sales push, he
said, digitisation and the dig-
ital economy have opened
up a great opportunity. “Our
e-commerce business is
growing rapidly and we ex-
pect this momentum to
build as shopping behaviour
continues to evolve,” he said.

said. “One positive thing that
is happening is that earlier it
used to take six months for
the transmission to happen.
Now, it is taking a much shor-
ter period of 2-3 months.”

In the last meeting, the
RBI announced a further re-
po rate cut of 25 basis points,

charge would see the effec-
tive tax rate go up by 3.2 per-
centage points for those
earning between 2 crore
and 35 crore, and by 6.9 per-
centage points for those
earning more than 35 crore.
“A significant number of
foreign portfolio investors
are organised as a trust and
they will have an impact in
terms of additional tax,”
said Riaz Thingna, director,
Grant Thornton Advisory.
“Most of these funds
would have an income of
more than I5 crore and
their tax burden would go
up from the current 35.8%
to 42.7%. For those entities,
that earn more than 32 crore
but less than 35 crore would
see their tax outgo increase
from 35.8% to 39%,” ex-
plained Mr. Thingna. “The
proposed tax regime will
hurt non-corporate FPIs as
well as several domestic
funds, particularly open-
ended Category III AIFs (Al-
ternate Investment Funds),”
said Tejesh Chitlangi, Senior
Partner, IC Universal Legal.

which took the total cut to 75
basis points over three con-
secutive meetings. The RBI is
collecting the data regarding
the transmission of the latest
rate cut, the Governor said.

Mr. Das said that it was a
very positive development
that the government had cut
its fiscal deficit target for fi-
nancial year 2019-20 to 3.3%
from the earlier 3.4%.

“The RBI will always be
happy when the fiscal deficit
is maintained,” Mr Das said.
“And this time, the fiscal def-
icit has been improved ac-
tually to 3.3%. The RBI will
be happy mainly because it
completely limits the so-
called crowding-out effect.”

Reuters adds

Ms. Sitharaman said there
was no need for any clarifica-
tion on the additional tax
burden that could apply to
FPIs due to higher surcharg-
es introduced in her Budget
last week.

Spectrum auction: TRAI
sticks to position

‘Concerns over high 5G prices voiced

SPECIAL CORRESPONDENT
NEW DELHI

In a setback to the opera-
tors, the Telecom Regulato-
ry Authority of India (TRAI)
has stuck to its earlier re-
commendation on the forth-
coming spectrum auction,
including on base price and
valuation of spectrum to be
put on sale.

Last month, the Digital
Communications Commis-
sion (DCC) — the highest de-
cision making body in the
DoT — had asked the secto-
ral regulator to reconsider
its recommendations to en-
sure competition and grea-
ter participation in
auctions.

‘High prices’

The back and forth comes
amid industry voicing con-
cerns over high spectrum
prices, including that of air-
waves used to offer 5G ser-
vices. Some players have al-
so hinted that they may sit
out of auctions given the
high pricing.

The DCC had asked TRAI
to revisit the recommenda-
tions keeping in view the
larger objective of Digital In-
dia and broadband for all.

The DoT had, in its com-
munique to the TRAI, cited
concerns over the financial
health of the sector, its reve-
nue growth and the reduc-
tion in number of players to
three from about the eight
previously.

In its detailed response to
the clarifications sought by
the DoT, the TRAI said it had
considered all the relevant
factors, including the meth-
odology, assumptions, de-
velopments between the

spectrum auction in 2016
and its suggestions of Au-
gust 1, 2018, and the ration-
ale for spectrum valuation
and reserve price while giv-
ing its recommendations.
“In view of the above, the

authority reiterates the
spectrum valuation and re-
serve prices as contained in
its recommendations dated
August 1, 2018,” the TRAI
said.

The regulator has, ho-
wever, agreed with DoT on
increasing the lock-in pe-
riod for spectrum in 3300-
3600 MHz band — used for
5G services.

“The Authority recom-
mends that no roll-out obli-
gations should be mandated
for spectrum in 3300-3600
MHz band. However, to
avoid any misuse of not
mandating any roll-out obli-
gations, the lock-in period
for spectrum in this band
for becoming eligible for
spectrum trading should be
five years instead of two
years.”

The government had ear-
lier said it is targeting hold-
ing spectrum auctions in the
current financial year.
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