THEINDIAN EXPRESS, MONDAY,SEPTEMBER 16, 2019

14 ECONOMY

$1.69 BN IN JULY 2019; $45 BN SINCE NDA CAME TO POWER IN MAY 2014

Resident Indians remitted out more

money than everin July under LRS

SANDEEP SINGH
NEW DELHI, SEPTEMBER 15

AMID THE government’s efforts
to attract foreign direct investors
as well as foreign portfolio in-
vestors (FPIs), the country wit-
nessed its highest ever monthly
outflow of $1.69 billion under
the liberalised remittance
scheme (LRS) by resident Indians
in the month of July.

With this, the outflow of
money under the LRS scheme
has hit $5.8 billion in the first four
months of FY20 and aggregated
to over $45 billion (Rs 3.15 lakh
crore at exchange rate of 70 to a
dollar) since the Narendra Modi-
led NDA first came to power in
May 2014.

By comparison, in the five
year period of UPAII, between
April 2009 and March 2014, the
aggregate outward remittance
under LRS amounted to $5.45
billion.

Under the Reserve Bank of
India’s (RBI) LRS, resident indi-
viduals are allowed to remit up
to $250,000 in a financial year
under various heads including
current account transactions
such as going overseas on em-
ployment, studies overseas, em-
igration, maintenance of close
relatives, medical treatment
among others.

The residents can also trans-
fer money for capital account
transactions under LRS includ-
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STC’sfinancial
health: ‘Steps’
being explored

New Delhi: The government
is considering measures to
improve the financial health
of State Trading Corporation
(STC), a public sector unit
under the commerce min-
istry, according to sources.
The measures, which are
under consideration, in-
clude provision of adequate
time for STC to repay bank
loans and sale of immovable
assets. “The steps have been
discussed among com-
merce ministry, finance
ministry and banks,” the
sources said. As per the pro-
posal, STC could be given a
five-year time for repay-
ment of Rs 500 crore.

‘MSI'sPV
market share
fallsin Apr-Aug’

New Delhi: Maruti Suzuki
India (MSI) and Tata Motors’
domestic passenger vehicle
(PV) market share declined
in April-August this year,
while Hyundai and M&M
witnessed gain in the same
period, as per data compiled
by industry body SIAM. MS],
India’s largest carmaker, saw
its market share dip by over
2 percentage points during
the period under review and
slipbelow 50 per centin the
domestic PV segment in
April-August. The company
sold 5,55,064 units this fis-
cal as compared with
757,289 units during April-
August previous year. Its
market share has come
down from 52.16 per cent
last yearto49.83 per centin
April-August this fiscal. PTI

7137MAX
returnin UAE
unlikely thisyr

Dubai: The head of the UAE’s
General Civil Aviation
Authority said on Sunday
that he was not optimistic
that the Boeing 737 MAX
would return to operations
this year and that the first
quarter of 2020 was more
likely. Boeing’s flagship 737
MAX has been grounded
since March while Boeing
updates flight control soft-
ware at the centre of two fa-
tal crashes in Indonesia and
Ethiopia that togetherkilled
346 people. REUTERS

EXPLAINED

Flight of capital
could weaken
investment activity

GDP growth rates.

volatile against dollar.

A SHARP rise in outward remittance under LRS indicates
that India is witnessing flight of capital by residents
amidst weak private investment climate and declining

If businesses shift their base, it not only hurts
investment and job creation in India but also makes rupee

ing opening of foreign currency
account overseas with a bank,
purchase of property and mak-
ing investments in units of mu-
tual funds, venture capital funds
among others.

RBI data shows that over the
last five years, while outward re-
mittance under LRS on account
of travel amounted to over $14
billion, almost $10.5 billion was
on account of maintenance of
close relatives and $10 billion
was sent for studies. Another
$4.8 billion was remitted under
the head of gifts and $1.9 billion
for overseas investment in eq-
uity and debt.

By comparison, in the previ-
ous five-year period between
FY10 and FY14, the amount re-
mitted by Indians abroad on ac-
count of travel amounted to
mere $129 million and that for

maintenance of close relatives
stood at $992 million. Similarly,
for the purpose of gift, resident
Indians remitted $1.17 billion in
the five-year period.

The outflow of funds by resi-
dent Indians under LRS over the
last five years has almost
negated the inflow of funds by
FPIs in the same period.

While FPI's have invested a
net of Rs 176,212 crore into
Indian equities since April 2014,
they have invested a net of Rs
260,017 crore into the debt mar-
ket in the same period.

Investment experts and
those in the business of fund
management say that the sharp
rise in outflow of funds under
LRS scheme over the last five
years indicates the flight of cap-
ital and small- and mid-sized
businessmen from India.

RISEINOUTWARD
REMITTANCE
UNDER LRS

Year Amount
(USD Bn)
2014-15 1.325
2015-16 4.642
2016-17 8.17
2017-18 11.333
2018-19 13.787
2019-20* 5.871
Source: RBI; *till July

“Small businessmen and en-
trepreneurs who are relatively
affluent are looking to shift their
base out of the country,” said the
chief executive officer of an in-
vestment firm.

The head of a financial serv-
ices company said that there is
growing concernamong people
over social harmony and peace
in the country, along with wor-
ries pertaining to harassment by
tax officials, which is leading
many individuals (who belong
to relatively affluent class) to
shift their base.

“It is a worrying trend. Had
even 50 per cent of this money
stayed back in India and got in-
vested in businesses, it would
have resulted into a big multi-
plier effect in terms of job cre-
ation and growth of the econ-
omy,” the person said.

Another market expert said
that the rise in tax rate from
around 35 per cent to43 per cent
now (for those in the highest tax
bracket) is also not helping the
cause. “Many rich Indians feel
that by paying such high rates of
taxinadeveloped country, they
can get a better quality of life,” he
said.

Some feel that the govern-
ment must look to arrest this
pace of outflow.

Sources say that while en-
quiries for permanent residency
has almost doubled over the last
one year, many affluent Indians
are looking to shift their base to
the US, Canada, the United
Kingdom, Spain, Portugal and
Dubai among others.

A source said that over the
last six-eight months, there has
been a rise in EB5 Visa Green
Card applications for US (for US
residency and citizenship), as the
United States is set to increase
the fee for such application by 80
per cent from $500,000 cur-
rently to $900,000 beginning
November 2019.

However, another immigra-
tion advisor said that the EB5
market in India is small at the
moment and the pace of activity
has further slowed down over
the last one-month, as the appli-
cations that come now would ul-
timately have to pay $900,000,
since it takes around two
months for all paper work and
checks to complete.

46,779 cr

Amount owed by
distribution companies
(discoms) to power
generation companies
(gencos)inJuly 2018

54,342 cr

Total overdue amount,
which was not cleared even
after 60 days of grace period
offered by gencos, as of July
this year ; as against Rs
30,331 crore in July 2018.

60 days

Time given by gencos to
discoms for paying bills for
supply of electricity, after
which, the outstanding
becomes overdue and
generators charge penal
interest on that in most cases
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169,905 cr

Total outstanding dues on
discoms as of June 2019;
revised from the provisional
Rs 46,412 crore

51,748 cr

Total overdue amount as
of June 2019; revised from
the provisional

Rs 30,552 crore
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‘Discoms’ outstanding dues to gencos up 5/% in Jul’

The outstanding dues of distribution utilities from power producers have risen by more than 57 per cent to
Rs 73,748 crore in July 2019 compared to the same month last year, according to data on the PRAAPTI portal

A E
Ao |

OVERDUES OF CENTRAL
PUBLIC SECTOR GENCOS
ON DISCOMS:

NTPC: ¥7,778.38 crore
NLCINDIA: ¥4,693.48 crore
THDCINDIA:

¥1,954.24 crore

NHPC: ¥1,613.84 crore

Damodar Valley
Corporation:
¥786.69 crore

STATESWITH
LONGEST DURATION
FORDISCOMSTO
MAKE PAYMENTS:

M Rajasthan and Bihar:
820days

M Haryana: 818 days

B Andhra Pradesh: 818
days

B Madhya Pradesh:
805 days

B Telangana: 798 days
B Karnataka: 792 days

B Tamil Nadu:
791 days

23.5(%

Share of overdues of
independent power
producers in total
overdue of Rs 54,342
crore on discoms

Saudi Arabia battles market
jitters after oil plant attacks

AGENCE FRANCE-PRESSE
RIYADH, SEPTEMBER 15

SAUDI ENERGY giant Aramco is
battling to reassure markets after
devastating attacks on two oil
plants, where a prolonged shut-
downrisks roiling investor confi-
dence ahead of the firm’s mega
stock listing, analysts say.

A wave of drones struck
Abgaiq — the world’s largest oil
processing facility — and the
Khurais oil field in eastern Saudi
Arabia, knocking out nearly half
of the kingdom'’s crude produc-
tion and exposing the vulnerabil-
ity of its energy infrastructure.

While Tehran-backed Yemeni
rebels claimed responsibility for
the pre-dawn strike on Saturday;,
Washington blamed Iran for
whatit called an “unprecedented
attack on the world’s energy sup-
ply”.

It is a major test for the king-
dom’s newly appointed energy
minister Prince Abdulaziz bin
Salman, a half-brother to the
crown prince, as the attacks could
dampen investor confidence in
Aramco’s upcoming two-stage
stock market debut. The attacks
have effectively turned off six per
cent of the global oil supply, rais-
ing the possibility of a spike in
prices when markets re-open on
Monday — even as Aramco said it
will tap intoits reserve stockpiles
to offset the disruption.

Epaper..nelss. com

‘No immediate impact on supply,
Aramco tells Indian refiner’

Riyadh: Saudi Aramco has told
one Indian refinery there will
be no immediate impact on
oil supplies as it will deliver
crude from other sources and
had adequate inventory, a
source with the refinery said

“The worst case scenario (for
pushing oil prices higher)is anin-
cident that takes a large amount
of oil production offline in Saudi
Arabia,” said energy expert
RobertRapier. “If they can get pro-
duction back online pretty
quickly — or at least assure the
markets they can — you might
not see an enormous price spike,”
he wrote for Forbes.

But the full extent of the dam-
age at the plants and how long it
will take to repair is unclear, with
analysts warning that an absence
of information could fuel trader
speculation. Saudi authorities,
known for their penchant for se-
crecy, have not allowed reporters
near the plants where security
has been tightened since the at-
tacks.

Seeking to soothe market jit-
ters, Aramco CEO Amin Nasser
has said “work is underway tore-
gain the (lost) production quan-
tities”. Bloomberg News reported
that Aramco expects to restart

on Sunday.

Aramco has lost half of its
production capacity after at-
tacks onits facilities Saturday
and it remains unclear how
long it will take the company
to fix the damage. REUTERS

most operations “within days”.

“Saudi Arabia has plenty of oil
stored to fulfil customer demands
and don’t think Aramco will lose
money over this,” said Ellen Wald,
author of the book “Saudi Inc.”.

“Thisisn’tacompany that has
to pump and sell to make payroll
like a tiny fracking outfit.”

Saudi Arabia is known to have
vast underground storage facili-
ties with a capacity of tens of mil-
lions of barrels of various refined
petroleum products that can be
tapped during times of crisis.

The strikes are unlikely to de-
rail the much-touted initial pub-
lic offering (IPO), but it could un-
dermine investor confidence in
the mammoth listing that the
government hopes will raise up
to $100 billion. It could also im-
pactits valuation.

The IPO, earlier scheduled for
2018, has already been mired in
delays as it reportedly struggled
toreacha$2 trillion valuation de-
sired by Saudi rulers.

MARKET WATCH
FPIS INFUSE X1.8 CR IN SEPT 1ST HALF

New Delhi: Foreign portfolio investors (FPIs) turned net buyers in
the first half of September, according to available data, pumping in
Rs 1,841 crore into the capital markets, after remaining sellers for

the previous two months. PTI
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Will seek clarification from
RBI on fixed-floating rate
home-loans: SBI Chairman

PRESS TRUST OF INDIA
LEH, SEPTEMBER 15

THE COUNTRY’S largest lender
State Bank of India (SBI) will be
seeking clarifications from the
Reserve Bank whether it can of-
fer long-term home loans with
fixed rates in the beginning and
convert the same into floating
rates later, chairman Rajnish
Kumar has said.

The move comes after the
Reserve Bank has mandated
banks to shift all retail lending to
floating rates that will be deter-
mined by external benchmarks
like the repo rate.

Kumar said there is a lack of
clarity on how it can go ahead
with the fixed rate products, af-
ter the RBI's new regulations on
floating rates.

Hinting at the volatility in the
repo rate, he said some home
buyers may want their loan rates
to be fixed.

For such buyers, it can offera
‘fixed-floating’ product, wherein
the rates are locked in for an ini-
tial period of say five to ten years,
and then turns floating.

The need for making the
product floating in the latter part
arises out of the bank’s inability
to project the liability move-
ments in the future, he said,
adding typically, home loans are
for about 30 years.

It can be noted that the repo
rate at which the central bank
lends to the system is at a nine-
year low of 5.40 per cent.

Speaking to reporters here

No more IPO
plan for general

Insurance arm

Leh: SBI has dropped its
plan to take its general in-
surance arm public as there
is no need for additional
capital now, chairman
Rajnish Kumar has said.

Investor interest for its
cards business is very high,
and SBI Card listing will
happen in the March quar-
ter, he said.

The bank was earlier
looking for an initial public
offering (IPO) for SBI
General Insurance in fiscal
2020-21. PTI

over the weekend, Kumar said
the central bank’s recent guide-
lines on floating rate products for
the retail segment has necessi-
tated the need for the clarity.

Kumar has clarified that from
an asset liability management
perspective, itis difficult to have
a fixed rate product for a long
term like 30 years, the maxi-
mum tenor of a home loan now
from the bank now. Some pri-
vate sector peers offer up to 35
years of home loans depending
on in the age of the borrower,
though.

At present, SBI has a floating
rate home loan product linked to
its marginal cost of funds-based
lending rate and it recently with-
drew one linked to the reporate.

It does not have a fixed rate
home loan product at present.

As of now, under the mar-
ginal cost of funds based lend-
ing, floating rate loans are re-set
as when the interest rates fall or
rise, but fixed rate loans are re-
set in 9-12 months.

But when the loans are
linked to the repo rate, the rates
can change sharply, depending
on how the central bank acts on
the rate front.

Many mortgage borrowers
normally choose fixed rates, as
that helps them better manage
their finances because of the cer-
tainty about the EMI outgoes.

Kumar said the bank does
not have adequate liabilities
linked to the floating rate which
makes such a floating product
difficult.

Speaking on the RBI-man-
dated systemic shift to external
benchmarked lending rates, he
said SBI will have minimal issues
with the same.

He said the industry leader
was the first to move on to the
repo-linked loans and deposits
since May, and has many of its
products aligned to the external
benchmarks now.

However, he said such shifts
make asset liability manage-
ment “challenging” as there lack
of floating rate liabilities now.

About the impact of the
mega bank mergers on SBI, he
said it will not impact the na-
tion’s largest bank as SBI has
specified business model and
target segments, and will con-
tinue with the same.

Stake sale of 7 large CPSEs could
help govt meet divestment target

PRASANTASAHU
NEW DELHI,SEPTEMBER 15

WITH ITS tepid revenue growth
resulting in higher reliance on
non-tax revenue, the Centre has
drawnupaplanto bringdownits
stakes in a clutch of large central
public sector undertakings
(CPSEs) to below 51 per cent in
FY20.Stake sales in the Maharatna
firms — namely I0C, NTPC, BPCL
and GAIL — could happen either
through the offer for sale (OFS) or
exchange traded fund (ETF) route;
strategic sale of at least one of
them is also on the radar. In all
these CPSEs, the government’s
stake is now below 55 per cent.

Other CPSEs in which the gov-
ernment might reduce stakes as
per the policy laid out in the
Budget FY20 are Engineers India
(EIL), Container Corporation
(ConCor) and NALCO.

The Centre’s disinvestment

4 0F 7 CPSEs ARE
MAHARATNA FIRMS

M Stake salesin the
Maharatna firms —I0C,
NTPC, BPCLand GAIL —
could happen eithervia
OFS or ETFroute

M Other CPSEs where
the government might
reduce stakes are EIL,
ConCorand NALCO

target for the current fiscal is Rs
1.05lakh crore. Sofar;, it has raised
onlyRs 12,357 crore or 12 per cent
of the annual target.

Faced withalack of headroom
to garner non-tax revenues from
stake sales in listed CPSEs, the
Centre announced in the Budget
tobringdownitsdirect holdingin
non-financial firms to below 51

FIGHT TO STOP CLOSING OF OHIO &8 MICHIGAN PLANTS

UAW calls first nationwide
strike against GM since 2007

NICKCAREY &
BENKLAYMAN
DETROIT, SEPTEMBER 15

THE UNITED Auto Workers
(UAW) said on Sunday that its
roughly 48,000 hourly workers at
General Motors Cofacilities would
goonstrike as of midnight Sunday
after US labor contract talks
reached an impasse, the first na-
tionwide strike at GMin 12 years.

“We do not take this lightly,”
Terry Dittes, the UAW vice presi-
dentin charge of the union’srela-
tionship with GM, said at a press
conference in downtown Detroit.
“This is our last resort.”

GM said inastatement thatits
offer to the UAW during talks in-
cluded more than $7 billion in
new investments, 5,400 jobs - a
majority of which would be new
- pay increases, improved bene-
fits and a contract ratification
bonus of $8,000.

“We have negotiated in good
faithand with a sense of urgency,”
the automaker said.

A strike will very quickly shut
down GM'’s operations across
North Americaand could hurt the
broader US economy. A prolonged
industrial action would also cause
hardship for GM hourly workers
on greatly reduced strike pay.

GM's workers lastwentouton

UAW vice president Terry Dittes (second from right) and
National Bargaining Committee chair Ted Krumm (right) in
Detroit, Michigan, US, on Saturday. Reuters

abrief two-day strikein 2007 dur-
ing contract talks.

Amore painful strike occurred
inFlint, Michigan, in 1998, lasting
54 days and costing the number
onautomaker in the United States
more than $2 billion.

The union has been fighting to
stop GM from closing auto assem-
bly plants in Ohio and Michigan
and arguing workers deserve
higher pay after years of record
profits for GM in North America.

GM argues the plant shut-
downs are necessary responses to
market shifts, and that UAW
wages and benefits are expensive
compared with competing non-
union auto plants in southern US

states. In its statement, the au-
tomaker said its offer to the union
included solutions for the
Michigan and Ohio assembly
plants currently lacking products.

A person familiar with GM’s
offer said that could include pro-
ducing a future electric vehicle in
Detroit.

It could also include turning a
plant in Lordstown, Ohio, into an
electric vehicle battery plant or go-
ing through with the proposed
sale of the plant to a group affili-
ated with electric vehicle start-up
Workhorse Group Inc. Anew bat-
tery plant could give some UAW
workers at Lordstown the chance
to remain with GM. REUTERS

per cent. In many of these firms,
the Centre can still can retain a
majority stake, inclusive of the
stakes held by government-con-
trolled institutions such as LIC in
them and CPSE cross holdings.

The Centre mobilised arecord
Rs 1 lakh crore in FY18 and Rs
85,000 crore in FY19 from disin-
vestment of its stake in various
companies, but some of its sheen
was taken away by the fact that
CPSE-CPSE deals (ONGC-HPCL
and PFC-REC) and stake purchases
by LIC played a major role in
boosting the receipts.

Itis estimated that if the gov-
ernment brings down its stake to
26 per cent in the aforementioned
seven large CPSEs, it could garner
about Rs 1.2 lakh crore at current
market prices.

The options are not limited to
strategic sales alone as other
modes suchas ETFsare alsoan ef-
fective tool for the government to
dilute its stake in the firms. FE

‘Sebi plans new
whistle-blower
mechanism for
auditors to
report frauds’

PRESS TRUSTOFINDIA
NEW DELHI,SEPTEMBER 15

WITH AN aim to unearth financial
irregularities and other fraudulent
transactions at listed companies,
Sebi is planning to set up a new
whistle-blower mechanism for
auditors and other ‘gate-keepers’
to report such cases.

The proposed move assumes
significance in the wake of several
auditorsin the recent pastdecided
to exit from their audit mandate
after certain listed companies
failed to take remedial actions de-
spite financial wrongdoings hav-
ingbeen flagged in their auditors’
observations.

Officials said most of these au-
ditor exits have taken place at a
much later stage, but a ‘confiden-
tiality mechanism’ can help in
cases of financial frauds being re-
ported at an early stage by audi-
tors, independent directors and
others considered to be ‘gate-
keepers’ or ‘conscience keepers'.

Regulators and enforcement
agencies have often stressed that
auditors, independent directors,
investment bankers, valuers and
other such entities have a greater
responsibility to  ensure
compliance to regulations and
safeguard the interest by minor-
ity shareholders.



