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YELLOW METAL TO TAKE CUES FROM US-CHINA TRADE ROW AND RUPEE ; SOME SEE 43,000-44,000 LEVELS BY OCTOBER

Gold Crosses 340,000 for the First Time

Hits high of£40,170 per 10 gram during the day;
analysts say a short-term correction possible

Ram.Sahgal@timesgroup.com

Mumbai: Prices of gold, India’s
traditional store of value, brea-
ched the record of 40,000 per 10
gram for the first time locally due
to mounting concerns of stagna-
tingglobalgrowthandaprotracted
slide in the rupee - factors likely
making bullion even costlier in the
weddingand festive season.
During the workday, gold hit a
fresh high of v40,170 per 10 gram,
inclusive of 3% GST. Shankar Sen,
CMD of Kolkata-based Senco Gold,
said the yellow metal “could hit
v43,000-44000 per 10 gm by October,
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“A1 10.30pm, After agjusting for Import duty,
Indian spot gold lower by 51262 to US Comex
goid price on Monday. The premium on local gold
Is due o tight supply Tollowing Import curbs.
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YIELDS FALL FURTHER
Rupee Crashes
Below 72a
Dollaron
Currency Rout

PTI

Mumbai: The rupee on Monday
declined by 36 paise to close below
the 72 level against the US curren-
cy for the first time in nine
months, hit by a‘flash crash'inglo-
bal currencies due to uncertainty
over the trade front. The rupee
settled down by 36 paise at 72.02 to
the US dollar: the lowest closing le-
vel since November 14, 2018, even
as equities spurted more than 700
points at close on stimulus measu-
res. Thelocal currency hadretrea-
ted toalow of 72.25in day trade fol-
lowing a flash erash in currencies
such as Turkish lira, Chinese yu-
an, and Australian doellar against
the US dollar.

The global currencles faced a
meltdown in the overnight trade
due to the escalation between the
US and China over the weekend.
The dollar index, which gauges
the greenback's strength againsta
basket of siX currencies, rose 0.31
per cent to 87.94 after the euro and
the pound dropped. The10-year In-
dian government bond yield was
down at 6.49 per cent. Foreign in-
vestors remained offloading
stocks worth T752.9 crore on a net
basis on Monday.

when Indian demand tends to revi-
veafter aslack season.”

Prices of silver, also a store of va-
lue in parts of India, climbed to
three-year highs.

To be sure, some jewellers and
analysts don’t entirely rule out a
short-term correction in gold pri-
ces that have rallled overseas by a
fifth in the past three months. A re-
solution of the trade issues betwe-
en the US and China could revive
demand for risk assets, likely limi-
ting further demand for a safe-ha-
venassetsuch asgold, said Sen.

Globally, gold hit a fresh six-year
high of $1,555 an ounce before coo-
ling off to trade at $1,530 intraday
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Monday on the possible resump-
tion of trade talks between the US
and China.

Gold prices in India are influen-

ced by the metal's overseas rates
and the rupee. India is the second-
largestconsumer of the metalafter
Greater China, with consumer de-

mandat 760.4 tonnes in2018.

Almost the entire demand is met
through imports. India net impor-
ted 755.7 tonnes last year, accor-
dingto World Gold Council(WGC).
The rupee has weakened about 3%
in the past three months, aceoun-
ting for the higher rate of climb—
at22.2% —for domestic spotprices
of gold.

On Comex, the largest derivatives
marketplace for precious metals,
optiontradershave created the lar-
gestopensell positionsat the$1,500
strike expiring 90 days from now.
Option traders are pegginga three-
monthrange of $1,407-1,5983.

Nitin Kedia, business head of Ke-
dia Commodity, sald themedium to
long-term trend for gold continued
toremain positive due to the global
economic uncertainty.
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The loss is more than India’s market value in April 2007; ® ONGC alone
lost more thanz1 lakh crore, Maruti Suzuki and Tata Motors other big losers

Z18,00,000 Crore

Loss in M-Cap Since Jan 2018

Rajesh.Mascarenhas
@timesgroup.com

Mumbal: Indian companies, ex-
cluding the top15 performers, ha-
ve lost #35 1akh crore, or 29%, of
market capitalisationsince Janu-
ary 2018. The loss, on account of
slowing economic growth and
lack of revival in corporate ear-
nings, is more than India's mar-
ket value in April 2007.

The overall market capitalisation
of all companies
declined  ®18.56

;alone lakh crore since
January 2018. But
addedz2.6 for the resilience
lakhcroreln  shownbythetopls
marketvalue. 1o fyming

stocks, which have
added €13.34 lakh

crorein marketva-

Tue during the pe-
vl8lakh riod, the losses wo-
aore,zl11 uld have been
lakh crore harper
andz1.10 lakh Three stocks —
crore, ONGC, Maruti
respectively  gupyki, Tata Mo-

tors — have lost between 88,000
crore and r1.10 lakh crore in mar-
ket-cap since January 2018. Other
big companies such as Vedanta,
Indian Oil and Yes Bank have se-
enerosionof market-capbetween
®66,000 crore and ®77,000 crore du-
ringthe same period.

Foreign institutional selling has

been one of the major reasons for
the underperformance of a large
number of stocks. Foreign Portfo-
lio Investors (FPIs), who sold ne-
arly e36,000 crore worth of Indian
equities in 2018, have pulled over
20,000 crore out of stocks since
thisyear’'s budget onJuly 5.
“Divergent performance across

Valuations have
become cheaper,

but investors should
have 5-7 year horizon,
say wealth advisors

Prashant.Mahesh@timesgroup.com

Mumbai: Wealth managers are
advising investors keen on loo-
king at battered small-cap shares
to start systemic investment
plans(SIP)in schemes that beton

quality companies,” sald
et Munot, ED, SBI ME “For

MANY SMALL-CAP STOCKS DOWN 50-70% FROM PEAKS

Planning to Invest
in Small-Cap

Funds? Spread
Your Risk viaSIPs
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sing39% from its peak of January
2018, fund managers say there is
scope to pick potential winners.
“The selling pressure provides
an opportunity for bottom-up
stock picking, as this reflects a
correction inthe valuation multl-
ples rather than any significant
reduction in earnings profile for
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each sector have been high in the
pastfew quartersasonly few com-
panies have reported good ear-
ningsgrowthduring thisperiod,”
said Pankaj Pandey, head of rese-
arch at ICICI Securities. “This is
expected to continue till we seea
broad-based earnings recovery.”

UNDER PRESSURE

NBFCs Fail to Reflect Fall in G-Sec
Yield as Sector Worries Continue

Yields are currently at 7.80% versus 8.90% at the start of September last year

Saloni Shukla & Salkat Das

Mumbal: Risk aversion among in-
vestors for ‘AAA rated NBFC paper
remained high given the rising de-
faults. Spreads on flve-year AAA ra-
ted NBFC paper is at least 80 basis po-
ints higher than what it was since the
IL&FS crisis in September 1ast year,
indicating that the pace of normali-
sation for non-bank lenders was a
long haul and aversion continued to-
wards trusted market instruments
despite RBI reducing rates by 110 ba-
sis points in the past year.

A basis point is 0.01 percentage po-
int.

Bondspreads or the yield differenti-
al between five-year AAA-Tated
NBFC and similar maturity govern-

ment papers continued to remain
high in this calendar year. While the
spreads were at 0.86 basis points at
the start of September last year, they
still hovered over 70 basis points hig-
herat152basis points atthe end oflast
week. On the other hand, absolute
bond yields for the same paper have
cooled off amid softer interest rate
regime. The yields are currently at
7.80% Versus8.90% at the startof Sep-
tember last year although the pace of
fall isseen sluggish.

“Rate cut transmission has been de-
ad slow in corporate bonds specially
in the NBFC yields amid general sec-
tor concerns,” said Ajay Manglunia,
managing director and head of insti-
tutionalfixed income atJM Financial
Products. “Withnoclear resolution in
sight for two or three stressed compa-

nies, afear of cascading effect is weig-
hingon investors mind very high.”

The NBFC sector, safe for a handful
of well-managed companies, has be-
en under pressure since the IL&FS
default. Repayment worries over De-
wan Housing Finance, ADAG group
and the Essel Group have pushed fun-
ding costs at NBFCs to multi-year
highs. Data shows while spreads ho-
vered around 60 basis points over
bond yields in May last year, they zoo-
med to 1.46 basis points in January
2019 and hit their peak in March at
1.68 basis points.

“Some widening of spread at lower
levels of ylelds is natural,” said Suy-
ash Choudhary, head-fixed income at
IDFC AMC.
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BANK'S EXPOSURE to VG Siddhartha entities was made public after its shares crashed 12% on July 30

Insiders Went Short on RBL After CCD Chief s News

Ralesh.Mascarenhas
@timesgroup.com

Mumbai: Hours after VG Sidhartha’s
suicide note hit the social media on
July 30, several officials of RBL Bank
sold shares of the private lender
which hadexposure to some of the
companies controlled and linked to
the founder of Café Coffee Day (CCD).

On that day, RBLsharesdipped 12%
—afall thatstunned many investors.
Their fears came true inthe evening
where the bank informed the stock
exchange aboutits exposure tocerta-
in operatingentities of the Coffee Day
Groupin thelogistics, coffee and real
estate businesses.

“We would like to state that this
specificclarification is being made
given the unusual circumstances and
inthegeneral interest of investors”,
the bank hadsaid in anexchange filing.

Coffee Day Enterprises founder and

chairman VG Sidhartha had gone
missing on the eveningof July 29.

According to the ‘insider trading
data’ released by BSE recently, about
twodozen senior officials of RBL
Bank sold shares before the bank’s
disclosure to the stock exchange.

VG Sidhartha went mysteriously
missing on the evening of July 29.
Around3.51akh RBLshares were
offloaded by the officials of the bank.

VG Siddhartha’s body was found on
the banks of Netravati River near
MangaluruonJuly 31

Tillthe evening of July 30, the in-
formation about RBL Bank'sex-
posure to Siddhartha’scompanies
wasnot in public domain.

When contacted, the spokesperson
tothebank said that the transactions
executed by theemployees are strict-
1y done within the purview of the
RBL Trading Code. When asked about
the timingof the trades by RBL offici-
als, aspokesman for the bank said,

RBI- Bank Share Price on BSE {7}
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VG slanartha went mysterlously
missing on the evening of July 29

Tiil the evening of July 30,
Information about RBL Bank's

exposure to Siddhartha's cos
Was not In public domain

“Thebankhasaboardapproved RBL
Trading Code pursuant to the pro-
visionsof SEBIProhibitionof In-
sider Trading Regulations 2015. The
said code lays down processesand
procedures to befollowed by the
employeeswhile trading in the secu-
rities of thebank.”

According to bankingcircles, afew
RBLofficials who had borrowed to
participate inthe bank's stock op-
tions found their stock sold as RBL
shares came under pressure when
market got a whiff of thebank’s
exposure to CCDcompanies.

“Stock shares had fallen even before
July 30, and several employees who
converted ESOPs into equity with
‘borrowed money were under tremen-
douspressure toarrange fund,”saida
‘banker. “On July 30, stock fell nearly
12% and some of the lenders invoked
sharesafter the employees failed to
meetmarginrequirement with extra
fundor collateral,” he said.

Among the top 15 performers,
Tata Consultancy Services alone
added 2.6 lakh crore in market
value. Reliance Industries and
Hindustan Unilever added over
vL.B lakh crore, vl.11 lakh crore
and 1.10 1akh crore, respectively,
inmarket capitalisation since Ja-
nuary 2018.

Wall Street Rises on Trade Talk Hopes

Wall Street'smain indexes rose 1% on Monday as U.S. President
Donald Trump eased his stance on trade with China, calming
investor nerves after an intense feud between theworld's top
twoeconomies last week sent stocks tumbling.
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