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RBI POLICY MINUTES All six members voted for a cut, some raised concerns over poor transmission by banks

Reviving Growth Top Priority for MPC

Our Bureav

Kolkata: The Monetary Policy
Committee was unanimous in
its concerns over the economic
slowdown that needed an inter-
estrate cut to give growth a push
with Inflation on the back bur-
ner for the first time since its in-
ception, but some raised red
flags over the effectiveness of
the quantum of the cuts given
poortransmission by banks.

All six members voted for a cut,
but external members such as
Chetan Ghate and Pami Dua were
for aquarter point cuteven as Go-
vernor Shaktikanta Das appears
t0 have set the tone for a deeper 35
basis points reduction.

Allthree RBImembers were for
35basis points cut and Ravindra
Dholakia wasfor 40 basis points,
but fell in line with majority, mi-
nutes of the MPC meeting relea-

STOCK INDICES 3 CHANGE

sed by the central bank showed.
A basis point is 0.01 percentage
point.

Ghate warned that a larger cut in
the absence of transmission by
‘banks would amount to “burning
through monetary policy space wit-
hout much to show for it.” But Go-
vernor Das argued that “the econo-
my needsalarger push”.

“Given the current and evolving
inflation and growth scenario at
this juncture, it can no longer be a
business as usual approach,” Das
‘wrote in hisminutes,

The RBIon August 7cut reporate,
the rate at which the central bank
lends to banks, by 35 basis points to
5.40%.

The commentary and voting of
the MPC members assumes signifi-
cance in the context of premature
exit of conservative deputy gover-
nor Viral Acharyalast month. With
the main hawkish member of the
MPC out, investors were Keenly

watching the tone of members’
commentary.

BP Kanungo, the deputy gover-
nor who replaced Acharya in the
panel, said, “1am of the view that

there is a need for monetary poli-
cy action to support economic ac-
tivity and close the output gap. I,
therefore, vote for a reduction in
the policy repo rate by 35 bps and
also keep the stance of monetary
policy asaccommodative.”

Even as there was unanimity in
the reduction, the noise about poor
transmission was gettinglouder:

“While the real economy needs
some support, we should wait for
more transmission to happen,”
said Ghate

Kanungo echoed similar views.
“Cumulative repo rate reduction of
75 bps effected since February 2012
hassofar resulted in 29 basis points
reduction In weighted average len-
dingrate(WALR) of banks on fresh
rupee loans. This is considered in-
adequate even though the trans-
mission is expected to improve, go-
Ing forward,” sald Kanungo.

Governor Das has been more vo-
calabout transmission.

YES CAPITAL AND MORGAN CREDITS prepay as much asz790 cr of loans taken from Franklin
Templeton and Reliance Nippon MF after a sharp decline in the value of pledged shares

Inarecent speech hesignaled that
‘benchmarking of bank lending ra-
tescould be linked to the reporate.

Headline CPI inflation however
rose t0 32% In June from 3% in
April-May. Food inflation also jum-
ped to 24% in June from 2% in the
previousmonth, driven maintyby a
pick-up in prices of meat, fish, pul-
ses and vegetables.

Pami Dua also cautioned about
the monetary policy becoming the
only game intown to revive theeco-
nomy and said reforms are requi-
red to boost investments.

“It 1s also Important to recogni-
se that, while monetary policy
can impact cyclical factors, ithas
itslimitations with respect to sig-
nificantly impaeting structural
factors,” said Dua.

“Therefore, investment focused
fiscal policy and active continua-
tlon of structuralreforms are im-
perative at this juncture,” Pami
Dua sald at the meeting.
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us stocks Hold Buy into Auto, Telecom Stocks
Gains After ’
i Fortune favours the brave That ap- pronounced, and capital intensity could
Fed M InUtes pears to be the latest investment motto  peak in FY20. Bharti Airtel's average FPls: HIKING STAKE miun1 mMAR19 (Figing)
After briefly paring theday's at overseas funds, which last quarter revenue per user has been improving i

rise, major indexes quickly
regained their footing in the

bought telecom, NBFC and auto stocks,
proving that contrarian bets are here

in the past four quarters.
Among NBFCs, FPls raised holdings
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FPIMONTHLY INVESTMENTS (rigin sm)
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to stay. in Shriram Transport, Gruh Finance,

L AR ST 2] FPIs raised stakes In Bhartl Airtel Equitas Haldings, and Muthoot Fi-
minutes from the central bank's and Vodafone Idea by 4.4% and nance — in the range of 15-8% Snriram Transport
July meeting, when it cutrates 2 5%, respectively, in the June — in the June quarter. FPIs
forthe firsttime inover adec- quarter compared with stake in Shriram Transport ~ Pramal Enterprises
ade. The minutes showed the Fed the last quarter of FY19. increased 5.7% as it is Equitas Holdings
debated cutting interestrates Bﬂsenim the ﬂ\fﬂgﬁﬁ UEUITHEI ata UEUF#
morea sively atitslast qua prices, FPIs == valuation, whic
meetiré?nﬁen Ttgﬂw 25basis st O pSLate ireject PNE Holsing Fn

= 19,000 crore in the the current demand
points, although central bankers two telecom com- environment source: KIE 0
wereunited inwanting to avoid panies, making up Shriram Transport
theappearanceofbeingona two-thirds of their has a strong franchise
path tomorerate cuts. Consumer total India investments in the used commercial
discretionary continues to pace in the June quarter. FPIs vehicle finance business.
gains. - Reuters invested about 32,000 Even in the auto sector,

Fed Debated a
Bigger Rate Cut

in July Meet

»»ON MONEY MATTERS

crore in Indian equities in the
June guarter, according to NSDL data.
‘With Reliance Jio altering and dictat-
ing the industry dynamics, others in
the telecom business are battling high
cash burn and spiraling debt. To be
sure, last two quarterly results of the
Bharti Airtel suggest that the decline in
the smartphone segment is getting less

which is reeling under acute de-
mand contraction, FPIs shopped in the
June quarter. They bought into Maruti
Suzuki and India's largest tractor maker
Mahindra & Mahindra. FPIs raised
stakes in Maruti Suzuki and Mahindra &
Mahindra by 0.9% and 3%, respectively,
in the June quarter.

—Ashutosh R Shyam/ETIG

Source: Bioomberg, complled by ETIG
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ICICI, AXis &
HDFC Bank

Among CS Picks
to Beat Ongoing
Weakness
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GIANTS ON
YOUR SIDE.

Invest in
HDFCTOP 1 00
- A Large-Cap Fund

Contact your financial adviser or give a missed call on 73974 12345.
HDFC Top 100 Fund (An open-ended
equity scheme predominantly investing

in large cap stocks) is suitable for / e
investors whe are seeking®: M \
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for them,

MUTUAL FUND INVESTMENTS ARE SUBJECT TO MARKET RISKS,
READ ALL SCHEME RELATED DOCUMENTS CAREFULLY.

ANALYSTS SAY their strength mostly driven by covering of bearish bets rather than fresh investor interest

Auto Stocks’ Recent Bounce could be ‘Short lived’

24,958 .96 hit in Angust 2m8dueto

Sanam.Mirchandani the decline inautosales in July —
@timesgroup.com the sharpest in 19 years.
Arevivalin monsoonandex-

Mumbai: Stock performance of pectation of a pick-upin demand
automobilecompanieshassteadl-  during the upcoming festival
ed in August after being the big- season have alsorevived in-
gest laggardssofar in2019, butthe  vestors' interest in two-wheelers.
new-found resilience could be Analysts are most bullishon
shortlived unlessthe government Bajaj Autodue to attractive

announces measures tostem the

valuation and strong product

A Dead Cat Bounce?

The BSE Auto Index has galned In August led
malniy by Hero Motocorp, Marutl & Baja) Auto

Company
Hero Motocorp

CMP (7)

MTD
Cng (%)

YTD
Cng (%)

Marutl Suzukl

fallingdemand for vehicles, Ana.  1ine. BalaliRn
Iystssaid thestrengthinautomo-  Hero MotoCorp isup15% this MRF
bileshareshasbeen mostly driven month, while Bajaj Autoand Balkrishna Ind
by coveringof bearishbetsrather Maruti Suzuki (India) have gained ‘Apolio Tyres
than fresh investor interest, 10% and 14%, respectively Tata
makingthemvulnerabletofurt  Motors has fallen17% in August, TV Motor
her sell-offs. of which mostof thedecline came Elcher Motors
“Broadly, short positions have on Wednesday when the stock MEM
been unwound because of expec- slumped 9%. The stock has been K Leyiand
tation of announcement for the weak due to disappointment over ATICLDY
sector. Fresh longs are still not JLR earnings and fear of a no-deal Tata Motors
thereinthesystem.Itisadeadcat Brexit Complled by ETIG Database
bounce unless there is some “Over the past few sessions, we
announcement,”said Rajesh have witnessed bottom-fishing in
Palviya, head-technicaland autostocks (except CVs)as they solution,” sald Deepak Jasani, resources given the slowdown in
derivatives at AX1s Securities. ‘were oversold. But the delay in head of retail research at HDFC tax eollections and focus rural
The BSE Auto index isup1.75% announcinga package for the Securities. “There is alsoa ques- distress,” said Jasani.
sofar in August, ending at sector willlead to peoplestarting tion of how much boost the go- The effects of the slowdown in
15,742.22 0n Wednesday. Theindex  tolose hope, although in all fair- vernmentcanaffordtogiveatthis  the economy is visible in the auto
isdown37% from all-timehighof  nesswedonot want aband-aid pointin time withinits limited space, with regulatory changes

alsodenting sentiments. “The
sector hasseenmoreof acyclical
slowdown. Last year urban
demand was weak which was
compensated by ruraldemand
and helped overall demand grow
inmid-singledigits,” said Aditya
Jhawar, analyst at Investec.

“This year there was issue with
the onset of monsoons... Therabi
cropshould bereasonably good
which should push rural demand.
Also, theauto industry hasbeen
lobbying for government support
through GST rate cut or fiscal
intervention,"” said Jhawar.

Action inthe derivatives seg-
ment has been mostly resiricted to
short covering. Maruti Suzuki
futures open interest is down 25%
in August while that of Hero
MotoCorp isdown 11%.

Jhawar of Investec 1s bullish on
Bajaj Auto with atarget price of
Rs3,130. “We like Bajaj Auto as
valuations are attractive. The
company hasoutperformed the
industry last year and may again
outperform this year because of
strongproduct pipeline and
rejigged strategy,” said Jhawar.

‘GLOOM AND DOOM NARRATIVE RATHER OVERDONE'

Pvt Sector Must Not
Rely on Govt Sops to
Clamber Out of Losses,
says CEA Subramanian

Our Bureau

Mumbai: India’s private sector ne-
eds a mindset change, reflecting its
suecessful journey into industrial
adulthood, and must not rely on go-
vernment incentives to elamber out
of business losses in periods of eco-
nomic distress, Chief Economic Ad-
visor Krishnamurthy Subramanian
said Wednesday.

“Theprivate sector cannothaveasi-
tuation of (making) private profits
and socialising losses,” Subramani-
ansaid ataneventorganised by Jana
Small Finance Bank. “In a market
economy, assets do get reallocated

b KRISHNAMURTHY
whensomeone doesn’t manage anas-
set very well. The private sector ne- SUBRAMAMAN.
eds to Tecognise that: The mindset Chief Economic Advisor
needs to change from whenever the- i
reisadifficulty tosay ‘papa, bachalo The mi ndSEI needs [
mujhe (daddy, please saveme). That - Change fromwhenever

needs to change.”

Pronounced declines in vehicle sales,
increases in unsold apartment inven-
tory, and protracted liquidity problems
inthe para-banking sector havecaused
the likes of Bajaj Group’'s Rahul Bajaj,
Larsen &Toubro's AM Nalk and HDFC
Group's Deepak Parekh to highlight
over the past few weeks the gravity of
the economic crisis.

Subramanian also hinted that the
‘gloom and doom’ narrative in the
economy was rather overdone, and
that it would take 6-8 months for the
recovery tobe visible on the ground.

“InIndia, we tend tooscillate between
irrational exuberance and excessive
pessimism: The truth is somewhere in
between. In the past 15 years, we took
our eyes off structural reforms requi-
red for growth, starting 2004. The go-
vernment in the next five yearsis clear-
Ty focused on economic growth,” Sub-
ramaniansaid.

RBIgovernor Shaktikanta Dashad al-

thereisadifficulty tosay
‘papa, bachalomujhe’
(daddy, please saveme).
That needs tochange

the apparent slowdown, despite evi-
dent challenges facing the economy
The Indian economy expanded at6.8%
InFY19— its slowest pace in flve years.

Subramanian also said that it was
imperative for India to leverage in-
vestments as a growthdriver instead
of relying solely onconsumption.

“Consumption actslikea forcemul-
tiplier indeed, but consumption is
not the key driver of growth, Invest-
mentis whatisreally criticalforusto
create jobs in the economy,” he said.
“Theevidence isveryclear, that if we
want jobs in the economy, we need to
have investments and particularly
s0 recently said that the financial sec-  privatesector investment, and there-
tor should refrain from fretting about by create productivity.”

INCLUSION MAY LEAD TO <11 CRORE OF BUYING

Nestle may Join Nifty
in Next Rejig, Surges
5.6% to Record High

was announced on Tuesday, stocks
which are permitted to trade on the
NSE platform but are not listed on
NSE will also be considered for inclu-
sioninthe indices.

Considering this parameter, along
with the other considerations, Nestle
India is most likely to replace India-
bulls Housing Finance from the Nifty
50, said brokerage ICICIdirect. Nestle
India is likely to have a weightage of
nearly 1% in the index after inclusion,
the brokerage said.

The retail brokerage expects India-
bulls Housing to be exclu-
ded to make way for Nestle
in the benchmark index.
Yes Bank 1s also another
probable candidate for exclusion from
the index, said ICICIdirect.

“The six-month average free float
MCAP (market capitalisation) for Indi-
upcoming review of the index before abulls Housing Finance is lower than
endingups.6% atei2,e350nthe BSEon  Yes Bank and it is likely to be removed
Wednesday. from the Nifty 50," said ICICIdirect.

The Index is reconstituted semi-an-  However, Edelwelss believes that Zee
nually considering six months data Entertainment Enterprisesislikelyto
ending January and July The chang- exit the Nifty while Nestle is likely to
es, if any, are generally implemented be included.
from the first working day of thederi- Theinclusionof Nestle islikely toen-
vatives seriesof Apriland October: Fo-  tail buyingworthell croreinthestock;
urweeks' noticeisgiventomarketpar- while Zee Entertainment may see sel-
ticipants in case of any replacement.  lingto the tune of $56 million, the bro-

Under the revised criteria, which keragesaid.

Zee Entertainment or
Indiabulls Housing likely
tobe excluded from
theindex, say analysts

Our Bureau

Mumbai: FMCG major Nestle India is
likely to be included in the benchmark
Nifty index from October following
therevisionin criteriaforinclusion of
stocks in the Nifty indices, said broke-
rages. Zee Entertainment Enterprises
or Indiabulls Housing Finance are lik-
ely to be excluded from the index.
Shares of Nestle India rallied to re-
cord high on hope of inclusion in the




