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> RESULTS RECKONER

QuarterendedDec31, 2019; commonsample
of 82companies (resultsavailableof97)

SALES
Dec31, ’18 37.3% ~3.17 trillion

Dec31, ’19 2.4% ~3.24 trillion

PROFIT BEFORE TAX
Dec31, ’18 16.7% ~49,774cr

Dec31, ’19 8.6% ~54,035cr

NET PROFIT
Dec31, ’18 13.4% ~35,608cr

Dec31, ’19 15.6% ~41,149cr
Companies with zero sales excluded; given the change in corporation
tax rates, to give a fair comparison the profit before tax has been
considered; compiled by BS Research Bureau Source: Capitaline

SENSEX DOWN 416 PTS
ON PROFIT-BOOKING
TheSensextumbledfromrecordhighsto
closedeepintheredonMondayasinvestors
bookedprofitsinindexheavyweights
RelianceIndustries,KotakMahindraBank,
HDFCBank,andTCSfollowingtheirquarterly
results.Afterhittingaintra-dayhighof
42,273.87,theSensexsettled416.46points,
or0.99percent,lowerat41,528.91. 10 >
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Nadda takes over as
BJP national president

JagatPrakashNadda(right)waselected
unopposedtheBJP’snationalpresidenton
Monday,takingoverthereinsfrom
AmitShah,whohadatenureoffiveanda
halfyears.TheDelhiassemblyelection
isthefirstchallengeforNadda.

SC refuses interim stay on
electoral bond scheme
TheSupremeCourtonMondaysought
responseoftheCentreandtheElection
Commissiononapleaseekingastayonthe
electoralbondschememeantfor funding
politicalparties.Thetopcourt,however,
refusedtograntaninterimstayonthe
electoralbondscheme. 18 > Oberoi &

Interups
to bid for
Lavasa
DEV CHATTERJEE & RAGHU MOHAN
Mumbai/NewDelhi,20January

Mumbai-based Oberoi
Realty and US-based fund
Interups have joined the
race to acquire Lavasa
Corporation, a real estate
city nearMumbai.

Lavasa is facing bank-
ruptcy proceedings at the
National Company Law
Tribunal (NCLT) Mumbai
after it failed to repay debt
of ~6,200 crore. During the
creditors meeting held in
early January, the lenders
had decided to place fresh
expressionsof interest (EoIs)
before theNCLT.

At the hearing on
Monday, theNCLTagreedto
consolidate the bankruptcy
proceedingsofLavasaandits
subsidiariesintoasingleres-
olution, so as to get the best
value of all assets, and also
agreed to include the new
resolutionapplicants.

Interups is a New York-
based financial services
group with expertise in
developing financial mod-
els for restructuring dis-
tressedassets. In itspresen-
tation to lenders, the fund
said it owns 27,000 self-
directed retirement asset
clients, with $1.5 billion in
assets. Turn to Page 17 >

India topull
downglobal
growth: IMF
Fundcutscountry’sFY20growthto
4.8%,lowerthanadvanceestimates

Telcos dial apex court again
SURAJEET DAS GUPTA & MEGHA MANCHANDA
NewDelhi,20January

T
hree telecom operators on Monday filed a
“modificationapplication” in the Supreme
Court, seeking a change in the 90-day pay-
ment deadline for dues on account of

adjustedgross revenue (AGR)aswell aspermission to
engagewith theDepartmentofTelecommunications
(DoT) on the terms and timing of payment.

Bharti Airtel, Vodafone Idea, and the Tata group,
includingHughes Telecom (whichwas later named
TTSLMaharashtra), have requested the apex court
to list their petition for urgent hearing on Tuesday,
because the deadline for them to pay ~1.47 trillion as
AGR ends on January 24.

The court, on October 24 last year, had ordered
telecom companies to pay their licence fees and
spectrumuser charges (SUCs)within90days. Failure
to do so could lead to contempt of court.

Spokespersons for the three companies and
groups did not respond or comment on the matter.

According to sources in theDoT, the department
will not do anything that is against the order.

The plea, apart from holding off the telcos’ ear-
lier plan to go for a curative petition, is aimed at not
only getting more time to make the AGR payment
but also, if the apex court allows, negotiate with
the DoT for a staggered payment scheme, just as it
was able to get while paying for spectrum.

Turn to Page 17 >

Thetelecom
departmenthas
slappeda~48,000-
croredemandnotice
onOilIndia(OIL)in
paststatutorydues,
anorderwhichOIL
planstochallengeat
theTelecomDisputes
Settlementand
AppellateTribunal
(TDSAT).Followinga
SCrulingthatnon-
telecomrevenues
shouldbeincluded
forconsidering
paymentsof
governmentdues,
thetelecom
departmenthas
askedOILtopay
~48,000crore.

DIFFERING
VIEWPOINTS
Government’s
estimatesversus
leadingtelecom
companies’
estimateson
AGRdues

Vodafone Idea Bharti Airtel ~cr

SUC: Spectrum usage
charge
Source: Government,
companies and Jefferies
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Directtaxcollectionsfrom
India’scommercialcapital,
Mumbai,slippedagain
afterwitnessingadecline
inDecember,prompting
taxofficialstocallthe
developmentrareasa
double-digitfallhas
happenedforthefirst
timeinthepastdecade.
Mumbai’sdirecttax
collectionsfellbyabout
13percentbymidJanuary.
Thecitycontributes37per
centtothetotaldirecttax
revenues.
SHRIMI CHOUDHARY reports 6 >

MUMBAI TAX
MOP-UP DIPS
13% FOR FIRST
TIME IN 10 YRS

PHOTO:SANJAY K SHARMA

SEEKCHANGEIN90-DAY
PAYMENTDEADLINEFORDUES

WANTPERMISSIONTO
SITWITHDoTONTERMS

ASKFORURGENTHEARING
OFTHEIRPLEATODAY

IMFChiefEconomistGita
Gopinathexpects growth to
improvenextyeardue to
positive impactof
corporation tax rate cut

WorldBank IMF

PROJECTIONS FOR
THE NEXT 2 YEARS

2020-21 2021-22

5.8 5.8 6.1 6.5

INDIA STILL FOURTH MOST
ATTRACTIVE MARKET: PWC
GLOBAL CEO SURVEY P4

DAVOS 2020: WEATHERING
THE FORCES OF
CLIMATE CHANGE P4

INDIA’S TOP 1% 4 TIMES
RICHER THAN POOREST
70%: OXFAM STUDY P4

ECONOMY

OIL to move
TDSAT over
~48,000-cr
DoT notice

THEMARKETSONMONDAY CChhgg##

Sensex 41,528.9 416.5
Nifty 12,224.5 127.8
Nifty futures* 12,263.2 38.6
Dollar ~71.1 ~71.1**
Euro ~78.8 ~79.0**
Brent crude ($/bbl)## 64.7## 65.2**
Gold (10 gm)### ~39,951.0 ~142.0

ECONOMY P5

CURB ON SALE OF DUTY-FREE
LIQUOR MAY RAISE TRAVEL COST
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*(Jan.) Premium on Nifty Spot; **Previous close;
# Over previous close; ## At 9 pm IST;
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ANDHRA MOVES CLOSER TO
GETTING THREE CAPITALS
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18 pages in 1 section
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SachinBansal toput
allbetsinfintechcos
BIBHU RANJAN MISHRA & YUVRAJ MALIK
Bengaluru,20January

Afterseeinghugesuccessine-commerce,SachinBansal,
co-founder of Flipkart, is determined to put all his bets
in the financial services space, which, he believes, is
craving fordigital technologies toboost efficiency.

The poster boy of Indian e-commerce says that
whilehedida few investments in start-ups suchasOla
andAtherEnergy,nowhe is going toexclusively invest
his time and resources in financial services, in areas
like microfinance, mutual fund, insurance, and also
end-to-end banking.

“Now I am going to completely focus on financial
services. Along with IFC (International Finance
Corporation), I amalsogoing tobeputtingmostof (the
capital) whatever I have in it,” Bansal told Business
Standard in an interview.

Earlier this month, IFC, the investment arm of the
WorldBank,announcedinvestingaround$30millionin
NaviTechnologies. Navi,whichalsofunctionsasahold-
ing company owned byBansal, is driving all his invest-
ments in financial services. It hasalsoapplied for auni-
versal banking licence, which is waiting for approval
fromtheReserveBankof India (RBI).

Speaking of his plans for the financial services
entityforthefirst time,Bansalsaid,“Itwillbealot
moredigital thantraditionalbanks.Smartphone
experiencewillbeat thecentreofbanking…We
are creating a financial services ecosystem of
lending,mutual funds, insurance and overtime
life insurance andbanking.”

Ahead of its planned banking play, Navi
TechnologieshasinductedNachiketMor,aformer
RBI boardmember andcountryheadat theBill &
MelindaGatesFoundation, into its board.

Besides, thecompanyhasropedinformerHDFC
Bankdeputymanagingdirector PareshSukthankar
as advisor. Fourmonths after exitingFlipkart inMay
2018, Bansal had set up BAC Acquisitions, later
renamed Navi Technologies, to invest in and sup-
port start-ups. Over the years he studied
investmentareasandzeroed inonfinan-
cial services. Turn to Page 17 >

“SMARTPHONE
EXPERIENCE
WILLBEAT THE
CENTREOF
BANKING…WE
ARECREATING
AFINANCIAL
SERVICES
ECOSYSTEMOF
LENDING,
MUTUALFUNDS,
INSURANCEAND
OVERTIMELIFE
INSURANCE
ANDBANKING”
SACHINBANSAL,
CEO,NAVI TECHNOLOGIES

SHALLY SETH MOHILE
Mumbai,20January

Amonthbeforepulling theplugonproducing
BS-IVmodelsandacoupleofmonthsbefore
completely switchingover toBS-VI,market
leadersMaruti Suzuki IndiaandHeroMotoCorp
haveofferedhugediscountsonvehicles running
ontheolderemission technology.

CarmarketleaderMarutiisofferingdiscountsof
upto~89,500beforeitstopssellingdieselmodels
andpricesonBSVIgoup.HeroMotoCorp,which
sellseverysecondtwo-wheelerinthecountry,has
alsodoledoutgrandoffers.Dependingonthe
modelandwhereit’sbeingbought,thebenefitsto
Herobuyers, includingdiscountsofupto~5,000,
couldbearound~10,000,aHerospokespersonsaid.

ShashankSrivastava, executivedirector, sales
andmarketingatMaruti Suzuki India, said
averagediscounts (dependingonthemodel, fuel
typeandregion)were~15,000-20,000 lower than

whatwereoffered inDecember.Hesaid itwas
time for thebuyers tomake themostof theoffer,
as thepricehikes the firmannounced in
December takeeffect in 10days.

Marutisaidbrisksalesduringfestivalsandin
Decemberduetodiscountshelpedthecompany
cutitsstocklevelsto10-12days—thelowest ina
year.“Thewholeofthisfinancialyear,wehave
beenbattlingtobringdownthestocklevels.There
havebeendayswhenithasrisento50days. It’s
importantforthedealersas it isoneofthe
significantcostcomponentsforthemapart from
manpower,”Srivastavasaid.Therefore,hesaidthe
currentstocklevelgavethefirmalotofcomfort.

Srivastava,however, remainscautiousinhis
outlook.“Wehavetoseehowthemarketabsorbs
thepriceincrease.All thefactorsresponsiblefor
slowingautosales, includingthehighcostof
ownership,steepercostofborrowing,etc, remain.
It isdifficult topredictanything,”hesaid.

Maruti is likelytohaltproductionofBS-IV
modelsbytheendofthismonth.Itstillcontinues
toproducetheBrezzadiesel.

Owingtothepricesensitivityofthesegment,
two-wheelermakershaveabiggerchallengewith
regardtotheswitchover. Turn to Page 17 >

BuyersofMarutiget10daysto
saveupto~89K;thosechoosing
Herobikescansaveupto~10K

Maruti,HerodoleoutbigBS-IVdiscounts

MARUTI SUZUKI
Benefits

IN TOP GEARWagon R ~35,000
Dzire up to ~77,000
Alto up to ~50,100
Swift up to ~70,750
S-Presso up to ~17,500
Celerio up to~45,100
Brezza up to ~89,500
Note: Includes offers on BS-IV
diesel models

HF Deluxe
~2,020
Xtreme Sport
~5,000
Destini 125
~3,000
Note: Offer for
limited period
in select regions
till stock lasts

HERO MOTOCORP
Discount

Source:
Advertisements/firms

AMAZONCOMMITS10,000EVSTODELIVERYFLEETBY2025 P2

INDIVJAL DHASMANA
NewDelhi,20January

The International Monetary
Fund (IMF) lowered India’s
economic growth forecast to
4.8 per cent for this fiscal year
owing to the crisis in the non-
banking financial sector and
weak rural demand. It also cut
the world’s growth estimate
and blamed the slowdown in
India for itsmove.

The IMFprojection, 1.3 per-
centage points lower than its
earlierestimates,islessthanthe
5per cent projectedby theoffi-
cialadvanceestimates.TheIMF
projected India’s economy to
grow by 5.8 per cent next year,
which is 1.2 percentage points
less than its earlier forecast. It
also forecast the economy to
grow by 6.5 per cent in 2021-22
which is 0.9 percentage point
lower than earlier projections.

The IMF estimated world
economicgrowthat1.9percent
for 2019, 0.1 percentage point
lower than its earlier forecast.
Similarly, it projected the glob-
al economy to grow by 3.3 per
cent in the current calendar
year,0.1percentagepoint lower
thanitspreviousestimates,and
3.4 per cent in 2022,
0.2percentagepointsbelowits
earlier estimates.

“The downward revision
primarily reflects negative
surprises to economic activity
in a few emerging market
economies, notably India,
which led toa reassessmentof
growthprospectsover thenext
twoyears,” the IMFsaidahead
of the start of the World
EconomicForumannual sum-
mit inDavos.

Turn to Page 17 >
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CCI nod to RIL’s divestment
of Jio tower assets

FairtraderegulatorCompetitionCommiss-
ionofIndia(CCI)hasapproveddivestment
ofRelianceJio’stelecomtowerassetsto
Canada’sBrookfieldInfrastructurePartners
LPandotherinvestors.Theotherinvestors
includeBritishColumbiaInvestment
ManagementCorporation,GICInfraHold-

ings’subsidiariesAnaheraInvestmentandValkyrieInvestment.Ina
tweetonMonday,theregulatorsaidit“approvessubscriptionofthe
unitsofTowerInfrastructureTrustbyBIFIVJarvisIndia,BritishColumbia
InvestmentManagementandGICInvestors.”Theproposedtransaction
involvestheacquisitionofindirectcontrolofRelianceJioInfratelbyJar-
vis,theCCInotedinacombinationnoticefiledwithit.TowerInfra-
structureTrust,anInvIT,currentlyholds51percentoftheoutstanding
equitysharecapitalofRJIPL.CurrentSponsoroftheInvITisReliance
IndustrialInvestmentsandHoldings(RIIHL).Thedeal,asperthenotice,
issubjecttoreceiptofrequisiteapprovalsfrommarketsregulatorSebi.
Jarviswouldexecutethe‘deedofaccession’tothetrustdeedandbe
designatedasoneofthesponsorstotheInvITinadditiontoRIIHL. PTI<

Samsung to invest
~3,500 crore in its
smartphone unit
Consumerelectronicsmajor
Samsungisinvesting~3,500
croretosetupasmartphone
displaymanufacturingunitin
Noida.SamsungIndiaElect-
ronics,theIndianunitofSouth
Koreanelectronicsgiant,has
transferredalandparcelof
around64,905sqmetresto
SamsungDisplay,foracon-
siderationof~92.20croreatits
Noidaplant,UPintwoinstall-
ments,accordingtotheregu-
latoryfilingsbeforetheRegist-
rarofCompanies. PTI<

N Chandrasekaran
now LinkedIn
Influencer

TataSonsChair-
manNChandra-
sekaran(pictur-
ed)hasjoinedthe
listofinterna-
tionalleaders

andpersonalitieslikeNarendra
Modi,BillGates,RichardBran-
son,PriyankaChopra,Oprah
Winfrey,andSachinTendulkar
asaLinkedInInfluencer,the
professionalnetworkingplat-
formsaidonMonday.Other
LinkedInInfluencersfromIndia
includeKiranMazumdar-
Shaw,KailashSatyarthi,Vani
Kola,andAnnyDivya. PTI

Dentsu leases
100,000 sq ft
in Gurugram
TheUK-basedmediaanddigi-
talmarketingfirmDentsuAegis
Networkhassignedadealwith
Vatikagroupforleasing
100,000sqftofofficespaceat
Sector44,Gurugram.Thiscom-
mercialbuildingisexpectedto
bereadybyJuly2020andwill
catertoaround1100employees
aswellassupportstaff.The
projectwillbeconstructedon
‘buildtosuit’modelwiththe
totalinvestmentof~65crore,
Vatikasaid. BSREPORTER<

Google CEO
Pichai calls for
regulation of AI

Google’sChief
Executive Sundar
Pichai(pictured)
calledMonday
forabalanced
approachtoreg-

ulatingartificialintelligence,
tellingaEuropeanaudience
thatthetechnologybringsbe-
nefitsbutalso‘negativecon-
sequences’.SundarPichai’s
commentscomeaslawmakers
andgovernmentsseriouslyco-
nsiderputtinglimitsonhow
artificialintelligenceisused.

PTI<

Hindustan Zinc Q3
net profit drops
27% to ~1,620 cr
HindustanZinconMonday
posteda26.7percentdeclinein
netprofitat~1,620croreforthe
December2019quarter.
Netprofitintheyear-ago
periodwas~2,211crore,the
companysaidinaBSEfiling.
“Netprofitforthequarterwas
~1,620crore,adeclineof22per
centsequentiallyand27per
centyear-on-year,”itsaid.
TotalincomeduringOctober-
Decemberdroppedto~5,117
croreascomparedto~6,090
croreintheyear-agoquarter,
thefilingsaid. PTI<

Melvin Tan named
CFO of Hindustan
Coca-Cola
HindustanCoca-ColaBevera-
gesappointedMelvinTanasits
newchieffinancialofficer,who
willalsobepartofitssenior
leadershipteamreportingto
chiefexecutiveChristina
Ruggiero.Tan,agraduatefrom
theUniversityofSheffieldin
England,withanhonours
degreeinaccountingand
financialmanagement,joined
theCoca-Colasystemin2010
afterspendingadecadewith
KPMGandHoneywell. PTI<

MGMotors’EVsold
outbefore launch,
firmhaltsbookings
SHALLY SETH MOHILE
Mumbai,20January

MG Motors (Morris Garages),
whichsellstheHectorbrandof
a premium SUV, has received
bookings for over 2,800 units
in27daysforMGZS,itselectric
vehicle model that is set to go
onsale fromWednesday.

This number is more than
the total number (1,071) of ele-
ctriccarssoldinIndiaincalen-
daryear2019.MG
has stopped reg-
istrations for the
ZS (expected to
sell for ~20 lakh)
and will cater to
2,409 of the total
bookings.TheZS
EV will initially launch in the
NCR, Mumbai, Ahmedabad,
BengaluruandHyderabad.

This response to the ZS
showscarbuyerswillpayapre-
mium for an EV as long as it
hits the sweet spot of price to
value. The trend is prompting
automobile makers to intro-
duce models that address iss-
ues such as range anxiety and
charging,whilehavingthelat-
est features; those in themass
andluxurysegmentofthepas-
sengervehiclemarketarealso

preparing for offerings in the
EV space. The central govern-
ment’sthrustonEVsisfuelling
these plans. It has earmarked
~10,000 crore for three years
till 2022 for its FAME-II sch-
emeinthisregard.Thoughthis
isanincentiveschemeforonly
commercial vehicles, its focus
on creating an enabling in-
frastructure has encouraged
all. A reduction in the GST on
EVs to 5 per cent, from 12 per

cent,hashelped.
Last week,

Mercedes-Benz
announced its
entry here with
the launch of its
EQ brand. It
plans to launch

its first fullelectricvehicle, the
EQC, inApril. “TheEQbrand
is a key pillar of our ‘sustain-
able luxury’ objective and is
thefirstdedicatedluxuryelec-
tric brand in India,” Martin
Schwenk,chiefexecutive,said.

InJuly2019,HyundaiMot-
or India launched the Kona
electric, a premium electric
hatchback priced at ~25 lakh.
Since the launch, the firm has
receivedbookingsfor400units
and dispatched 300, a spokes-
personsaid.

Amazoncommits10,000EVstodeliveryfleetby2025
PEERZADA ABRAR
Bengaluru,20January

Amazon, theworld’sbiggestonline
retailer, saidonMonday that its fleet
ofdeliveryvehicles in thecountry
will include 10,000electricvehicles
(EVs)by2025.

This commitmentcomesafter
successfulpilots acrossdifferent
cities in2019—learnings from
whichhavehelped thecompany
create scalableand long-termEV
variants tobuild this large fleet.
TheseEVsare inaddition to the
global commitmentof 100,000EVs
in thedelivery fleetby2030
announced in theclimatepledge
signedbyAmazon.

With the introductionofEVs,
Amazon Indiaaims to reducecar-
bonemissionsandenvironmental
impactofdeliveryoperations.The
fleetof 10,000EVswill include
three-wheelers and four-wheelers,
whichhavebeendesignedand
manufactured in India. In2020,
thesevehicleswill operate inover20
citiesof India—NCR,Bengaluru,
Hyderabad,Ahmedabad,Pune,
Nagpur, andCoimbatore; thisnum-
berwill continue togrow.

“AtAmazon India,wearecom-

mitted tobuildinga supplychain
thatwillminimise theenvironmen-
tal impactofouroperations.The
expansionofourEVfleet to 10,000
vehiclesby2025 is an integralmile-
stone inour journey tobecomean
energy-efficient leader in the indus-
try,” saidAkhil Saxena, vice-presi-

dent, customer fulfillment-Asia
Pacific&EmergingMarkets,Ama-
zon. “Wewill continue to invest in
theelectrificationofourdelivery
fleet, thereby reducingourdepend-
enceonnon-renewable resources.”

Amazon India said ithasbeen
workingwith several Indianoriginal

equipmentmanufacturers tobuilda
fleetof vehicles that ensure sustain-
ableandsafedeliveriesof customer
orders. Significantprogress in the
Indiane-mobility industry in the
past fewyearshas led toadvanced
technology, andsuperiormotorand
batterycomponents. Inaddition,

thecompanysaid thegovernment’s
focus toencourage theadoptionof
EVs in thecountry, andsteps
towards settingupof charging infra-
structurewith theFAME2 (Faster
AdoptionandManufacturingof
HybridandEVs)policyhashelped
thecompanyaccelerateandchart
its vision forEVs in India.

The launchofEVs is another step
towards theoverall sustainability
commitmentatAmazon India. In
September2019, thecompany
announced itsplan toeliminate sin-
gle-useplastic in itspackaging from
Amazon India’s fulfillmentcentres
byJune2020, amongother initia-
tives to reducepackagingwaste.

Amazon India said ithasalso
invested inenergyconservationand
solarpowergeneration in its fulfill-
mentcentresandsort centres,with
advancedbuildingenergymanage-
ment systems, andwater conserva-
tionmethods tomakeoperations
more sustainable.

InSeptember2019,Amazon
becamethe first signatoryof thecli-
matepledge,whichstates that the
companywill benet-zerocarbonby
2040across itsbusinesses, adecade
aheadof theParisAccord’s goalof
2050.

GOING GREEN
AmazonIndia’s
sustainabilityinitiatives

| All plasticdunnageacross the
fulfillmentnetworkhasbeen
replacedwith 100%recyclable
paper cushions

| Single-useplasticused for
packagingwillbeeliminated
fromthe fulfillment centers
by June2020

| Allpackagingmaterial in the
formof corrugateboxesand
paperdunnage isbiodegradable

| To reducepackagingwaste,
PackagingFreeShipment
hasnowexpandedto
14citieswithinayear

| 8 fulfillment centersand2

sortationcentersare
solar-poweredandproduced
close to 10Mwofenergy in
2019 to runoperations
in thebuildings

| Across facilities,anadvanced

energymanagement system
providesbuildingoperatorswith
adashboard thatenables them
tooptimiseenergyuseand
identifyopportunities for
further savings

MCA unearths ~700-crore
fund diversion in Unitech
RUCHIKA CHITRAVANSHI
New Delhi 20 January

T heministryofcorporate
affairs (MCA) has unea-
rthed a scam of around

~700 crore in the troubled real
estatefirmUnitech.Theofficeof
theregionaldirector,north,has
foundthatUnitechsiphonedoff
hugeamountsofmoney tovar-
ious shell companies, a senior
governmentofficial said.

MCAisintheprocessofexa-
mining the findings to decide
thenext course of action in the
matter.UnitechpromotersSan-
jay Chandra and his brother
Ajay Chandra are in Tihar Jail
since August 2017 for allegedly
siphoning off homebuyers’
money. The Chandra duo was
arrested by the economic off-
ences wing (EOW) of the Delhi
Police in April 2017. They were
accusedofdupingbuyers,who
hadbookedflatsintheirGreater
Noida residentialproject.

Furtherinvestigationorder-
ed into Unitech revealed that
moneyhasbeendivertedtoso-
me15-16shellfirms.Allthefind-
ings,alongwithevidence,have
been submitted to the govern-
ment.“Unitechpromoterstook
outmoneyfromthemaincom-
panyandcreatedassetssuchas
landbanksandbuildingsunder
various shell companies. It is
public money that belongs to
shareholders and banks which
hasbeendiverted,” thegovern-
mentofficial said.

Section 224 of the Comp-
anies Act empowers the MCA

to take action in pursuance of
theinspector’sreport.TheMCA
recently submitted a proposal
in the Supreme Court for tak-
ingoverthemanagementofthe
troubled real estate company.

In its note to the Supreme
Court, the government has
proposed names for the board
of director positions for what
wasonce the largest real estate
firm in the country.

The Chandra family, father

Ramesh and sons Ajay and
Sanjay,were ranked seventh in
‘The Billionaire Club’, Business
Standard’s annual ranking of
thecountry’swealthiestpeople
in2007,withanetworthofover
~30,000crore.

Ridingtherealestateboom,
Unitechexpandedrapidlybet-
ween2005and2007,withmul-
tiple projects launched across
the country. The apex court
hadrefused tograntbail to the

promoters as they had not
complied with its October 30,
2017, order directing them to
deposit ~750 crore.

Earlier, in December, the
Supreme Court had ordered a
forensicauditofthecompany’s
books and assets. Forensic
auditorsreported~14,270crore
was collected byUnitech from
29,800 home buyers. Of this,
~13,364 crore has been traced
inbank statements.

TheSupremeCourtMonday
accepted the proposal of the
Centre to take over theman-
agement control of embat-
tled realty firmUnitech.

A bench headed by Jus-
tice D Y Chandrachud gave
twomonthstothenewboard
to prepare the resolution
framework of the company
and sought its report.

Thebench,alsocompris-
ing JusticeMRShah, grant-
ed 2-month moratorium to
thenewboardfromanylegal
proceedings against the
firm’smanagement.

It said the Board will
appoint a retired apex court
judge to monitor the prepa-
ration of resolution frame-
work by theBoard.

The Centre on Saturday

told the apex court that it is
agreeable to revisit its 2017
proposal to take over the
management control of
Unitech and complete its
stalledprojects forproviding
relief to around 12,000 has-
sledhomebuyers.

TheCentre, initssix-page
note submitted to the court,
hadsaiditispreparedtorevis-
it its proposal of December
2017, to remove the existing
managementofUnitechand
appoint10nomineedirectors
of thegovernment. PTI

SCacceptsCentre’sproposal
totakeoverrealtycompany

Domestic air traffic slipped to low-single
digit growth for the first time since 2015,
largelydue to the closure of JetAirways.

The country sawdouble-digit growth
only in November because ofdrop in
fares, and sawa decline inApril as Jet
stopped operations. Though there is an
increase in seat capacityon ayear-on-
year basis, the growth is marginal.
Grounding ofBoeing 737Maxaircraft and
ongoing issueswithAirbusA320Neo
engines, too, has slowed downcapacity
growth. Last January, the combined fleet
of all airlineswas 614 aircraft and that
has nowincreased to 646.

“November (2019) witnessed maxi-
mum growth of 11.20 per cent. However,
the numbers hit a low again dipping to
2.56 per cent in peak holiday season in
December. It has been a difficult year for

the aviation industry. However, we are
hopeful that growth should rebound in
the coming financial year after the spate
of measures taken by the government,”
said Saujanya Shrivastava, chief
business officer (Flights & Growth),
MakeMyTrip.

SOURCE: DGCA
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ByteDance
readying to
dive into
gaming biz
ByteDance is preparing a
major push into themobile
arena’smost lucrativemar-
ket, a realm Tencent Hold-
ings has dominated for over
a decade: games.

The world’s most valu-
able start-up has rapidly
built a full-fledged gaming
division to spearhead its
maiden foray into hardcore
or non-casual games, accor-
ding to people familiarwith
the matter.

Over the past few mo-
nths, ByteDance has quiet-
ly bought up gaming stu-
dios and exclusive title
distribution rights. It’s
embarked on a hiring spree
and poached top talent
from rivals, building a team
ofmore than 1,000. Its first
two games from the ven-
ture will be released this
spring, targeting both local
and overseas players, one
person said.

ByteDance is looking to
expand its horizons.

BLOOMBERG

HowwillBrexitimpactTataSteelEurope?
We have been constantly assessing the situation over the last
couple of years. We do have contingency plans in place,
includingsupplychainandcustomerservicingrequirementsto
handle the transition. Beyond the transition issues, we would
watch out for specific trade agreements thatwill be negotiated
andputinplacebetweentheUKandEU.

Will asset sale, idlingof capacityand jobcutshelpTataSteel
Europeturnaround?
That’s nothowwewould like to approach the issue.Wehave an
objectivetomakethebusinesscashflowpositiveandsustainable
acrosscycles.Toachievetheaboveinatime-boundmanner, the
Transformation Programmehas been developedwithmultiple
workstreams and several bottoms up ideas generated. These
areas are customer centricity, proc-
urementandoperationalexcellence,
working capital management, pro-
ductivity, organisational efficiency
andrecalibrationofcapital expendi-
ture. InEurope,cost takeoutprogra-
mmes are critical and continuous to
ensure that the business remains
competitive. So, none of the actions
plannedareadhocbutthoughtthro-
ughonmerit.

What are the capacity expansion
plans in thedomesticmarketafter
KalinganagarPhase2?
We have a master blueprint for gro-
wthinIndiaoverthenextdecadeco-
vering all our major sites, including
Jamshedpur, Kalinganagar and An-
gul. Our assessment also covers the broader product mix and
technologychoices. So,wearewell prepared for growthbutwo-
uld calibrate growth and execute the same taking into account
themarketconditionsandwithfinancialprudence.

Is thereaplantomergeTinplate,TataSteelDistributionand
TataSteelLongProducts?
Tata Steel LongProducts is our longproducts cluster created as
part of the simplificationandconsolidation initiative.This is al-
most done andweneed to realign a fewof the adjacent busine-
sses.So,thiswillbethevehicleofourfuturelongproductsgrowth
and there is no plan to merge the long products business. Tin-
plate is a 100-year-old packaging business and is an important
partoftheflatproductsportfolioandsoisTataSteelDistribution.
BoththesearepartofthedownstreamportfolioofTataSteel.

WhatisthedemandoutlookinQ4andFY21fordomesticmarket?
I think, thenextsixmonthswouldbestrongandhashistorically
been so as the January-June period is the best period for the
industry,globally.Thegoodthingisthatindustry’sstocksarelow
across the value chain. So, there will be a period of restocking
whichhasalreadystartedandweseefirmingupofdemandand
pricesacrossmostgeographies.

Whataretheplansformerchantmining?
For a companywhich has been inmining formore than a cen-
tury, it is anatural strategicprogression.Wearestrategically fo-
cusedondevelopingourminingportfolio inselectandfocused
minerals.AsIndiaopensupminingsector,wewillalsogrowthe
portfolio.Wenowhavean identified firmthatwillbededicated
tocommercialminingandbuildportfolioandcapabilities.

Moreonbusiness-standard.com

‘Miningisnew
growtharea
forTataSteel’
The steel industry’s profitability in 2019-20 has been impacted
compared to the previous year.KOUSHIK CHATTERJEE, executive
director (ED) and chief financial officer (CFO) of Tata Steel tells
Ishita Ayan Dutt that the prospects for 2020-21 are better. Also,
the company has chalked out a master blueprint for growth in
India over the next decade. Edited excerpts:
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STOCKS
IN THE NEWS

* OVER PREVIOUS CLOSE

> Prestige Estates Projects
Acquires50%stakein
LokhandwalaDBRealty;
getboardnodfor
fundraising
~415.05 CLOSE

10.84% UP*

> Reliance Industries
Outlookoncorerefining
andpetrochem
continuestobeweak

~1,532 CLOSE

3.08% DOWN*

> Lupin
USFDAissuesfive
observationsfor
Vizagfacility

~732.60 CLOSE

4.39% DOWN*

>NMDC
Hikesironoreprices,
secondinamonth,
by13-14percent

~138.80 CLOSE

7.06% UP*

>GNA Axles
Q3profitbeforetaxdown
63%at~10crore;YoY

~281.35 CLOSE

6.52% DOWN*

“THE GOOD THING
IS THAT INDUSTRY’S
STOCKS ARE LOW
ACROSS THE VALUE
CHAIN. SO, THERE
WILL BE A PERIOD OF
RESTOCKING WHICH
HAS ALREADY STARTED
AND WE SEE FIRMING
UP OF DEMAND AND
PRICES ACROSS MOST
GEOGRAPHIES”
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Aramco, other deals
crucial for zero net
debt: Experts on RIL
AMRITHA PILLAY
Mumbai, 20 January

M ukesh Ambani’s
plan to make
Reliance Industries

(RIL) net debt-free before
March 2021 will hinge on
completion of announced
deals and some more initia-
tives, say analysts.

For the quarter ended
December2019,RILturnedfree
cash flow (FCF) positive, a
reversal that most brokerage
firmswelcomed.

However, analysts added
that the company will need
strongerFCFandmoredealsto
meetdebt reduction targets.

“Decline in capex intensity
led to positive FCF after five
years;debtdeleveragingshould
accelerate in the comingquar-
ters,” analysts at HSBC noted
inapost results note onRIL.

Thecompany’stotaldebtas
ofDecember 2019was at ~3.06
trillion against ~2.87 trillion as
onMarch 31, 2019. Net debt of
the company as of December
2019was ~1.53 trillion.

Company officials noted
that the intensity of capital
expenditure has been coming
down quarter-on-quarter. For
the quarter ended December
2019, total capital expenditure
was at ~14,000 crore. Analysts
point out that this is the lowest
quarterly capex inmanyyears.

Not everyone is convinced
that thepositiveFCFwill help

the company achieve its zero
net debt target.

In August 2019, group
chairmanandmanagingdirec-
torMukeshAmbanitoldshare-
holders that the companywill
be a zero net debt company
beforeMarch 2021.

“EvenstrongerorganicFCF,
unlikely in our view, would be
needed to drive the $25 billion
cut in net liabilities that
RelianceguidestobyMarch21,
even if the $15 billion Aramco
transaction closes by then.We
thinkmorestakesalesare thus
necessary,” analysts with
Jefferieswrote inapostresults
note on the company.

Part of the debt-reduction
plan, in August RIL said, it
also plans to find global part-
ners for its retail and telecom
businesses and unlock value
in real estate and financial
investments.

Analysts with JP Morgan

point out that the large debt
reductionwouldrequirehigh-
er telecomtariffsandrecovery
in RIL’s core business. “Large
debt reduction would require
the completion of the Saudi
Aramco investment, large tar-
iffhikes inJio, recoveryinboth
petchem and refining, and
reducing capex even further
fromhere,” theywrote in their
January 19 report onRIL.

RIL’s management has
refused to share a timeline for
a definitive agreement on the
SaudiAramcodeal.

The company looks to sell
20 per cent stake in its oil to
chemicals (O2C) division to
Saudi Aramco for around $15
billion.

Analysts with Kotak
Securities added, along with
completion of this deal, sus-
tained increase in FCF is cru-
cial for debt reduction.

“Theculminationof20per
cent divestment in O2C busi-
ness to Saudi Aramco, mon-
etisationof fibre Infrastructure
Investment Trust (InvIT) in
the near term and sustained
increase inorganicFCFtrajec-
tory are crucial for targeted
deleveraging of the balance
sheet,” the analysts wrote in
their note onRIL.

Top officials at the press
conferenceonFridayandlater
at the analysts’ meet said that
the deal will not have any
adverse impacton thecompa-
ny’s planned debt reduction.

Ethics inspectors forpharmacompaniesonthecards
SOHINIDAS
Mumbai, 20 January

As debate over alleged ‘unethical’
marketing practices by India’s drug
firms rages on, the industry has
sought tobring intransparencyinto
the system by laying down strict
rules to be followed by companies.

The Indian Pharmaceutical
Alliance (IPA) is of the opinion that
laws should be in place to regulate
marketing practices, and non-com-
pliance should be penalised. The
proposal to be taken up for discus-
sionwith thegovernment soonsug-
gests something along the lines of
having ‘ethics inspectors’ to ensure
better compliance.

The Department of Pharma-
ceuticals (DoP)haddrafteduniform

code for pharmaceuticalmarketing
practices (UCPMP), which is volun-
tarily followed by drug firms since
2015.Thecode isnotmandatoryyet
and there is no legislation that lays
downguidelinesformarketingprac-
tices adopted by drug firms with
health careproviders.

SudarshanJain,secretarygener-
al of the IPA, which represents big
pharmafirmsinIndia,saidtheasso-
ciation cannot monitor or control
eachandeverypharmaceutical firm
in the country. “TheDoP should set
up a process to monitor the imple-
mentation of the code and make it
mandatoryonthelinesoftheUSsys-
tem. Those who violate (any phar-
ma company found guilty of viola-
tionofthecode)shouldbepenalised.
This should be clearly laid down in

theprocess,” said Jain.
Headdedthereshouldbeaprop-

er process of appeal. If any firm is
found guilty, it should be charged a
penalty. All this shouldbebuilt into
the code itself, felt the IPA. The IPA
would soon take it up with the gov-
ernment. It said theDoP shouldha-
ve a mechanism whereby officers
would monitor adherence to the
code.Ifacomplaintisbroughtbefore
the DoP, it should be investigated
and proper action taken, felt the
industrybody.However, this is pos-
sible only when the code is made
mandatory and a legislation is
passed to this effect.

Aseniorgovernmentofficialsaid
it is possible to legalise the UCPMP
andmake provisions for penalty in
the Drugs and Cosmetics Act. The

DoPhadcalledameetinglastmonth
seekingrecommendations fromthe
industry on what should be part of
the code. Anothermeetingwith the
industry is likely in amonth’s time.

The industry thinks that contin-
uouseducationofdoctorsisrequired

andthepharmaindustryplaysasig-
nificant role here. The code should
allow drug firms to engage or spon-
sor scientific education of doctors
(especially aroundnewdrugs).

“A proper process should be laid
down around this and conveyed to

every pharma company. While the
education of doctors should be
allowed, there shouldbehospitality
offered (forexample, takingthemto
a resort, sponsoring tripswith fami-
lies, etc),” said an industry source.

The chairman of a leading drug
firm in the country felt that unlike
theworldofadvertising,whichhasa
self-regulatory body (The
Advertising Standards Council of
India), it is not practical to have a
self-regulatory body in the pharma
industry. “The US has something
called the Physician Payments
Sunshine Act, which requires drug
firmstodiscloseanypaymentsmade
ortransfersofanysignificantvalueto
health care professionals. Such a
thing needs to be adopted in India.
The government can take punitive

action against those who do not
comply,” he said.

Companies should make such
disclosures in their books, and the
documents should be available for
scrutiny by the DoP-appointed offi-
cersincaseofanycomplaintsagainst
the companies, the industry said.
Thisshouldbeapplicabletobothlist-
edandunlistedpharma firms.

Moreover, the industry also felt
that proper implementation of the
code is possible only when the
UCPMP is in sync with the Medical
Council of India’s codeof ethics.

Meanwhile, the IPA has also
sought some simplification in the
bureaucraticprocess, likedrugfirms
are required tomaintain a record of
the free medicine samples given to
doctors.

Single-window help
for investorsbyMarch
Thecentralgovernmentwillestablish
a‘singlewindow’assistancemech-
anismatthedepartmentofpharm-
aceuticalsforinverstors,tooperate
fromMarch.Onthesidelinesofanan-
nualeventoftheIndianDrugManu-
facturers’Association,aseniorgovern-
mentofficialsaidplanshadbeen
readiedinthisregard. BS REPORTER
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Bad loans at Altico
swell to 40% of
total credit
LenderstoAlticoCapitalIndia
aretryinganunusualmethod
tocutdebtattheshadow
lender,asattemptstosellthe
companyorrestructurethe
loansfacechallenges,inclu-
dingswellingsouredcredit
andafundingsqueeze.
Altico’ssoureddebtwas
provisionallyestimatedat
closeto40%oftotalcredit
end-December,upfrom
23.8%inSeptember,the
peoplesaid. BLOOMBERG<

Nirbhaya case: SC
dismisses convict's
juvenility plea
TheSupremeCourtMonday
rejectedthepleaofadeath
rowconvictintheNirbhaya
gangrapeandmurdercase
challengingtheDelhiHigh
Courtorderwhichhad
dismissedhisclaimofbeinga
juvenileatthetimeofoffence.

PTI<

Federal Bank Q3
PBT up 12.6% to
~582.9 crore
PrivatelenderFederalBank’s
profitbeforetax(PBT)roseby
12.6percentto~582.96crore
forthirdquarterended
December2019(Q3FY20)
backedbypredominantlyby
growthinnon-interest
income.IthadpostedaPBTof
~517.71croreinQ3FY19.
Thebank’snetprofitinQ3FY20
roseby32.07percentto
~440.64croreover~333.63
croreinthequarterended
December31,2018. ABHIJITLELE<

Explosive device
found at airport in
Mangaluru, defused
A'live'explosivedevicewas
foundinanunattendedbag
nearaticketcounterofthe
departuregateoftheairport
inMangaluruonMondayand
laterdefusedatanearbyopen
ground,policesaid.The
incidentcreatedascareahead
oftheRepublicDay. PTI<

Srei Infra to raise ~2,000 cr
through NCDs in 2020-21

SreiInfrastructureFinanceon
Mondaysaiditplanstoraiseupto
~2,000crorevianon-convertible
debentures(NCDs)andanother
~1,000croreincommercialpapersin
fiscal2020-21.Theproposalswillbe
placedbeforeitsboardforapproval
onFebruary14.TheKolkata-based

companyplansapublicissueof~1,000croreandanequalamount
inprivateplacementduringthenextfinancialyear,itsaidinan
exchangefiling.SreiInfrastructureFinancewillalsoissuecomm-
ercialpaperstotalling~1,000croreonprivateplacementbasis.In
Septemberlastyear,ithadaskedtheSecuritiesandExchange
BoardofIndiaandtheReserveBankofIndiatoallowbuybackof
non-convertibledebenturesfromretailinvestors.Aratingagency
hadrecentlydowngradedSrei'sNCDs,perpetualdebtinstrument
andcommercialpaperprogrammeaggregatingto~5,327crore. PTI<
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“I will appeal to all CMs, governments, including those in
BJP-ruled Northeast states — Tripura, Assam, Manipur and
Arunachal — and the Opposition party-ruled states to read the
law properly and consider the clauses in the NPR form before
arriving at a decision. I request them not to participate...”
MAMATA BANERJEE, West Bengal chief minister

“Modi extractswealth from India's poorand
gives it to his crony capitalist friends and the
big powerbrokers he's dependent on. 1% of
India's super rich, nowown 4 times more
wealth than 1 billion of India's poor”
RAHUL GANDHI, Congress leader, on Oxfam report

“All the defence services are tasked to be
prepared for any option that may emerge.
It is very difficult to predict a scenario. But,
we are always prepared for any task that
may be assigned to us”
BIPIN RAWAT, Chief of Defence Staff

KotakMahindra
Q3consolidated
PBTrises6.3%

ANUP ROY
Mumbai, 20 January

KotakMahindraBankposteda
6.26 per cent rise in consoli-
datedprofitbeforetax(PBT)at
~2,889.47 crore for the quarter
ended December 2019
(Q3FY20), from~2,719.30crore
in theyear-agoquarter.

The profit got impacted
becauseofaone-timepension-
related charge of around ~200
crore and higher provisioning
andcontingencies,whichwent
up to ~472.6 crore at the con-
solidated level comparedwith
a write-back of ~10.9 crore in
theDecember 2018quarter.

The bank’s net profit rose
27.4 per cent to ~2,348.72 crore
inQ3FY20,asagainst~1,844.01
crore a year ago. At the stand-
alone level, which represents
banking operations, PBT at
~1,944crorewasdown1.35per
cent year-on-year (YoY).

Credit grew at 10 per cent
YoY. The bank’s joint manag-
ing director, Dipak Gupta,
said, “When the nominal
growth of the economy is not
high enough, credit cannot
growbecause it isa functionof
the nominal growth rate.” He
added that the lendable set of
entities has shrunk.

The bank has taken a cau-
tious approach to lending. “It
is very easy to lend today, but
its impact will be felt two-
three years down the line.
Whenwe lend, we onlymake
2 per cent, but if we lose, it is
very near to 100 per cent of
the loan,” Gupta said.

While secured loans in
retail—homeandauto—are
slowing, Kotak Mahindra
Bank is applying brakes on
unsecured loans. Overall,
credit should grow in “mid-
teens”, Gupta added.

Thenet interest incomeon
astandalonebasis increased17
per cent to ~3,430 crore. Net
interestmarginfor thequarter
was at 4.69per cent, from4.31
per cent in the year-ago quar-
ter, and 4.61 per cent in the
Septemberquarter.

On the asset quality front,

gross non-performing assets
(NPAs)forQ3FY20,onastand-
alone basis, rose to 2.46 per
cent from 2.32 per cent in the
September2019quarter.Ayear
ago, itwas 2.07per cent.

Slippages in the quarter
wereabout~1,062crore,athird
ofwhichcamefromcorporate
entities. While there are no
freshspecialmentionaccounts
(SMAs), some of the existing
SMAs fell intoNPA.

“Everyquarternewbullets
in the realm of unknown
unknownsaregettingdiscov-
ered.Thesearenewerentities,
not the known knowns,”
Gupta said. Some of the
unknown unknowns were
governance-related, some
were because of accounting,
regulatory, or arising out of
judicial issues, he added.

Thebank’soveralldeposits
grewabout 15percentandthe
share of current and savings
accounts (CASA) stoodat 53.7
percentat theendof thequar-
ter, up 300 basis points from
the December 2018 quarter.
“We consciously focused on
growing theCASAandnot let-
ting high-cost deposits
pile up,” said Jaimin Bhatt,
CFO of the bank.

Total consolidated income
was up 19.34 per cent YoY to
~13,542.43 crore. The bank’s
capitaladequacyratiostoodat
18.2 per cent, while tier I ratio
was at 17.7 per cent. Shares of
the bank were down 4.7 per
cent to ~1,618 on theBSE.

Disclosure:Entitiescontrolled
bytheKotakfamilyhavea
significantholdinginBusiness
StandardPvtLtd

One-timepensioncharge,higher
provisioningimpactprofits
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SUBHAYAN CHAKRABORTY
NewDelhi,20January

A sconfidenceintheglob-
al economy reaches a
10-year low, India has

managed to retain theposition
of the fourth-most attractive
market, showsasurveyofchief
executive officers (CEOs) from
acrosstheworldbyconsultancy
giantPwC.

Released on Monday, the
23rd PwC CEO Survey showed
that as many as 53 per cent of
global CEOs believe interna-
tional economicgrowthwould
decline in the next 12 months.
Thefindingsaretheworstsince
the financial crash of 2007-08,
with only 29 per cent of CEOs
expressing pessimism in the
globaleconomyinthe2019sur-
vey. In the year before, only 5
per cent of CEOs believed
growthwoulddip.

However, 9 per cent of
CEOs believe India remains
among the most important
regions for the growth of their
organisations. The level of
importance attached to India
byglobalcorporate leadershas
hovered around the same lev-
els for the past three years.
While the2019 survey showed
8 per cent of CEOs favoured
the country, the figure was 9
per cent in the year ago.

Releasedon the first dayof
the World Economic Forum
annual meeting, the report
surveyed more than 1,580
CEOs in 83 countries. It noted
that despite a protracted and
costly trade war with the US,
Chinahas regainedpopularity
among business leaders,
remaining the second-most
attractive region. Both coun-
tries saw their attractiveness
rise after falling sharply in
2019.

Indian corporate leaders
had an equally bleak outlook
on the global scenario, with 52

per centof those surveyedsay-
ing growth would decline, up
fromonly27percentayearago.
More than half of the 63 CEOs
interviewed by PwC in India
attributed their pessimism to
uncertain economic growth.

India’sgrossdomesticprod-
uctgrowthin2019-20isexpect-
edat5percent,comparedto6.8
per cent in year-ago period,
according to the first Advance
Estimates released by the sta-
tistics ministry earlier this
month.Thiswasmostlydue to
a slowdown in the manufac-
turingsector,whichisexpected
to grow 2 per cent in the cur-
rent financial year, down from
6.9percentinthepreviousyear.

Hinting that the decline in
manufacturinggrowthmaynot
be a simple cyclical issue of
demand and supply, the PwC
report pointed out that 40 per
cent of Indian CEOs are seri-
ously concerned about the
speedof technologicalchange.

Successive Economic
Surveyshavepointedout that
India may miss the bus on

new-age manufacturing if
sustained innovation is not
brought in immediately. But
the government’s cornerstone
policy to initiate reforms —
thenew industrial policy that
plans to promote robotics,
artificial intelligence andnew
technologies like 3D printing
— has missed
several dead-
lines. Policy
uncertaintywas
the third-
biggest fear
among India
Inc, with 38 per
cent of surveyed individuals
seriously concerned with
overregulation. Trade protec-
tionism inbothdomestic and
globalmarket stood just after
that at 37 per cent.

Thegovernmenthadraised
import duties more than 8x
since2018,placing restrictions
on thousands of items. Now,
the commerce department
plans to bring in restrictions
for ‘other’ categoryof imports,
effectively unknown imports

that plan $127 billionworth of
inbound trade. Imports have
fallen 7x in 2019-20.

Thirty-five per cent of
Indian CEOs claimed
cyberthreats were a serious
concern. A similar percentage
of Indianbusiness leaders said
the government was failing to

design privacy regula-
tions that increasecon-
sumer trust as well as
maintainbusinesscom-
petitiveness.

India trailed most
othermajor economies
in embracing climate

change opportunities, with
only 17 per cent of CEOs
believing that climate change
will lead to significant new
product and service. In con-
trast, 47 per cent of Chinese
CEOs agreed to the idea.

On the other hand, only 11
per cent of India CEOs believe
their organisation has made
‘significant progress’ in estab-
lishing an upskilling pro-
grammethatdevelopsamixof
soft, technical,anddigitalskills.

Global CEOs: India still
fourth-most attractive

Countrieswithmaximumgrowthprospect,
accordingtoglobalCEOs

HOW THE CEOs RATE
OTHER COUNTRIES

Survey(%ofCEOs) 2020 2019 2018

UnitedStates 30 27 46

China 29 24 33

Germany 13 13 20

India 9 8 9

UnitedKingdom 9 8 15

ResponsebyglobalCEOsonglobal
economicgrowth(%)

2020 2019 2018

Decline 53 29 5

Staythesame 24 29 36

Improve 22 42 57
Source : PwC 23rd Annual Global CEO Survey

However,confidenceinglobalgrowthhasreachedlowest levelssince2008 PRANJAL SHARMA
Davos,20January

Inits50years,theannualmeet-
ing of the World Economic
Forum(WEF)has seen,partic-
ipated,andshapedseveralglo-
baltrends.Fromamostlybusi-
ness oriented forum,WEFhas
transformed into a platform
whereallstakeholdersareexp-
ected tohold adialogueon so-
cialandenvironmental issues.

Business leaders
can’t just focus on
their growth and
profits.Their impact
and contribution to
climate andequality
is being sought and
questioned.

Theparadoxcan’t
be missed. Global
growth is slowing
andisworryingbusi-
ness and political
leaders. Globalisation is in
retreat, but the unfettered
forces of wealth creation also
created unacceptable levels of
income inequality.

Climate change caused by
greenhouse gases is apparent
atDavos, too,as ithasseenless
snow thanusual. Expertswor-
rythatinafewyears,snowwill
disappearfromlowmountains
as temperatures rise.

Theworldwants tohalt cli-
matechange,butdoitwithout
affectingeconomicgrowthand
consumption.Thisfundamen-
tal contradiction is the key
theme at Davos 2020. WEF
Founder and Executive
Chairman Prof Klaus Schwab
has called for stakeholder cap-
italism.This,ata timeofrising
useof technologywhichiscre-
ating another front of turbu-
lence. “People are revolting
against the economic ‘elites’
they believe have betrayed
them, and our efforts to keep
globalwarminglimitedto1.5°C
are falling dangerously short,”
said Schwab. “With theworld
at suchcritical crossroads, this
yearwemustdevelopa ‘Davos

Manifesto 2020’ to reimagine
thepurposeandscorecardsfor
companies and governments.
ItiswhattheWEFwasfounded
for 50 years ago, and it is what
wewanttocontributetoforthe
next 50years.”

The IMF has predicted a
minor improvement in global
growth to 3.3 per cent in 2020.
ForIndia, thesituationcontin-
ues to look tough.

Thethemeofthe50thWEF,
‘Stakeholders for a
Cohesive and
Sustainable World’,
is also expected to
generate a lotmany
questions for the
Indian as well as
global leaders pres-
ent here, several
attendees said.

Indian leaders
also agreed that
questions about the

recent developments in India,
including on the citizenship
law and Kashmir, as also the
upcoming Union Budget, are
boundtocomeupduringtheir
discussions with global lead-
ers.

The six themes that the
WEF hopes to address are
around economy, ecology,
technology,society,geopolitics,
and industrial revival.

US President Donald
Trump, President of the
European Union Ursula von
derLeyenwillspeakattheWEF
along with other leaders like
RenZhengfei,founderofbelea-
guered Huawei Technologies.

Theelitewhoruletheworld
andthechallengerswhoques-
tion the Establishmentwill be
facetofaceinseveraldialogues.
Technology leaders and aca-
demic innovators will try to
prove that their work will be
defined by ethical standards
rooted in the needs of society.

As contradictory forces
swirl at Davos, expect sparks
and friction in theAlps.

WithinputsfromPTI
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India’s top63billionaireshavemore
wealth than2018-19Budgetoutlay
ARUP ROYCHOUDHURY
NewDelhi,20January

India’sbillionairesholdacom-
binedtotalwealththatismore
thantheUnionBudgetoutlay.

The gap between the top 1
percentandthebottom50per
cent of the population just
keeps expanding, global non-
profitorganisationOxfamsaid
in its latest annual report on
income inequality.

“The combined total
wealthof63Indianbillionaires
is higher than the total Union
Budget of India for the fiscal
year 2018-19 which was at
~24.42 trillion,” Oxfam said in
itsreportreleasedonMonday.

“Thewealthofbillionaires
rosefrom$325.5billion(~22.73
trillion) in2017 to$408billion
(~28.97 trillion) in 2019,” the

report said. In fact, that
amount is even higher than
the 2019-20 Budget size of
~27.86 trillion, something the
reportdidnotmention.

The world’s 2,153 billion-
aires have more wealth than
the 4.6 billion people who
make up 60 per cent of the
planet’s population, the
report also showed.

“Ourbrokeneconomiesare
lining the pockets of billion-
aires and big business at the
expense of ordinarymen and
women.Nowonderpeopleare
starting to question whether
billionairesshouldevenexist,”
said Oxfam India CEO
AmitabhBehar

An analysis of India’s bil-
lionaires showed that 15 of
them come from the con-
sumer goods industry and

more than 10 from the phar-
maceuticals sector in2019–a
rarity among developing
countries.

Infact,notjustinIndia,but
global inequality is deeply
entrenched. The number of
billionaireshasdoubledinthe
lastdecade,despitetheircom-
binedwealthhavingdeclined
just in the last year.

“Thegapbetween the rich
and poor can't be resolved
withoutdeliberateinequality-
busting policies, and too few
governments are committed
to these,”Behar said.

“Women and girls are
among those who benefit the
least from today’s economic
system.Theyspendbillionsof
hours cooking, cleaning and
caringforchildrenandtheeld-
erly. Unpaid care work is the

‘hiddenengine’thatkeepsthe
wheelsofoureconomies,busi-
nessesandsocietiesmoving.It
isdrivenbywomenwhooften
have little time to get an edu-
cation, earn adecent living or
haveasayinhowoursocieties
are run. They are, therefore,
trapped at the bottom of the
economy,”addedBehar.

Women do more than
three-quarters of all unpaid
carework. They often have to
work reduced hours or drop
outoftheworkforcebecauseof
their careworkload.

Across the globe, 42 per
cent of women cannot get
jobs because they are
responsible for all the care-
giving, compared to just six
per cent of men.

Moreonbusiness-standard.com
ActressDeepikaPadukoneaccepts the ‘CrystalAward’ at the
openingof theWEF inDavosonMonday PHOTO: REUTERS

Weathering
theforcesof
climatechange

MISSING FISCAL DEFICIT TARGETS
Thegovernment'sfirstyearinofficein2014adheredtofiscalconsolidationpathasalsothedemonetisationyearof
2016-17.Allotheryearsshowedhigherfiscaldeficit. It initiallyprojectedthedeficitat3percentofGDPfor2017-18and
2018-19whichcouldnotbeachievedandhencewasnotevenprojectedfor2019-20 BY INDIVJALDHASMANA

Projection given in the previous year's
paper laid under FRBM Act in Parliament
Budget Estimates Actual

Centre's fiscal deficit as
% of country's GDP"ALTHOUGH THE FRBM ACT

HAS BEEN THERE SINCE 2004,
ON AN AVERAGE, THE FISCAL
DEFICIT DURING UPA-2 WAS
5.5% OF GDP. THERE ARE
DIFFICULTIES IN MAINTAINING
THAT DISCIPLINE AND
SOMETIMES IT IS NOT
POSSIBLE... AND TODAY, I AM
FACING THE CHALLENGES AND
ADDRESSING THEM, BUT
PEOPLE WHO RAN IT WELL
ABOVE 5% SHOULD KNOW
WHAT IS FISCAL
MANAGEMENT"
NIRMALA SITHARAMAN

Financeminister.
TheFMparticipated in thesymbolic
'HalwaCeremony'onMondaythat
marks the launchof formalprinting
ofBudget
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Indian leaders
say questions
about recent
developments
in India — CAA,
Kashmir, and
the Budget —
are bound to
come up at
their talks
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In a first, RBI puts out
minutes of board meet
ANUP ROY
Mumbai,20January

The Reserve Bank of
India (RBI), for the first
time, put out minutes

of its October central board
meeting, albeit with some
information blacked out.

To enhance transparency,
the central bank will contin-
ue to put out the minutes in
the public domain in spirit of
the Right to InformationAct,
after “after appropriately sev-
ering information that is per-
mitted to be severed in accor-
dance with the Act”.

Such minutes will be
available within two weeks
from the date of its confirma-
tion in the next meeting of
the central board and on
being signed by the chairman
in the samemeeting, the RBI
said in a statement on its
website.

The PMC Bank crisis was
not in the agenda of the
meeting, but was discussed
with the permission of the
RBI governor, who is the
chair of the board.
Presumably, the agenda was

set before the PMC Bank cri-
sis came to light towards the
end of September.

The minutes put out for
public viewing pertains to the
579th meeting of the central
board held in Chandigarh on
October 11 last year.

While theminutes as such
didnot point to anything that
has not been publicly dis-
seminated by the RBI, a gen-
eral view of the various push
and pull can be gauged. The
RBI’s central board is made

of representatives from the
central bank, from corporate
industry, as well as from the
government. While all work
for a common goal of eco-
nomic prosperity, there are
some interesting viewpoints.

“A director presented his
perspective on select indus-
tries viz. automobiles, real
estate, steel, power and road
transport. Hewas of the view
that a concerted effort on the
part of the government as
well as various regulators is

needed to improve the situa-
tion,” the minutes noted.

The board reviewed the
macroeconomic develop-
ments, focused on issues
related to financial markets,
impact of monsoon on agri-
culture sector and prices,
agriculture infrastructure
and the external sector situa-
tion.

The board discussed in
detail the current state of the
financial sector “with special
focus on the regulatory and
supervisory architecture of
commercial and co-operative
banks as also NBFCs”.

While PMC Bank was dis-
cussed in relation to the
framework of supervision of
banks and other financial
entities supervised by the
central bank, the board was
assured that the RBI has tak-
en several measures to
strengthen such aspects in
the regulated entities.

The board also accepted a
plethora of proposals, and
review of various depart-
ments, proposed by various
executive directors in the
central bank.

Indiaamongtop10FDIrecipients:UN report
PRESS TRUST OF INDIA
20January

India was among the top 10
recipients of Foreign Direct
Investment in 2019, attracting
$49 billion in inflows, a 16 per
cent increase from the previ-
ous year, driving the FDI
growth in South Asia,
according to a UN report
released onMonday.

The Global Investment
Trend Monitor report com-
piled by United Nations
Conference on Trade and
Development (UNCTAD)
states that the global foreign
direct investment remained
flat in 2019 at $1.39 trillion, a 1

percentdecline fromarevised
$1.41 trillion in 2018.

This is against the back-
drop of weaker macroeco-
nomic performance and
policy uncertainty for
investors, including trade
tensions, it said.

Developing
economies continue to
absorbmore thanhalf of
global FDI flows. South
Asia recorded a 10 per
cent increase in FDI to
USD 60 billion and “this
growth was driven by
India, with a 16 per cent
increase in inflows to an esti-
mated $49 billion. Themajor-
ity went into services indus-

tries, including information
technology,” the report said.

India attracted an estimat-
ed $49 billion of FDI in 2019, a
16 per cent increase from the
42 billion dollars recorded in
2018, it said. The FDI flows to

developed
countries
remained at a
historically low
level, decreas-
ing by a further
6 per cent to an
estimated $643
billion. The FDI

to the European Union (EU)
fell by 15 per cent to $305 bil-
lion, while there was zero-
growth of flows to United

States,whichreceived$251bil-
lion FDI in 2019, as compared
to $254 billion in 2018, the
report said.

Despite this, the United
States remained the largest
recipient of FDI, followed by
China, with flows of $140 bil-
lion and Singapore with USD
110 billion.

Chinaalsosawzero-growth
in FDI inflows. Its FDI inflows
in 2018 were $139 billion and
stood at $140 billion in 2019.
TheFDI in theUKwasdown6
per cent as Brexit unfolded.

Thereportaddedthatcross-
border M&As decreased by 40
percent in2019to$490billion
— the lowest level since 2014.

India
attracted
$49-billion
inflows in
2019

Curbsonsaleofduty-free
liquormayraisetravelcost
ANEESH PHADNIS &
ARINDAM MAJUMDER
Mumbai/New Delhi, 20 January

A commerce ministry pro-
posal to allow passengers to
buy just one liquor bottle
(instead of two at present)
at airport duty-free shops
will hurt the profits of air-
ports and increase the cost
of air travel.

The Airports Authority of
India (AAI), which is state-
owned, and private airport
operators are likely to peti-
tion the government, saying
that a loss of revenue from
liquor sales will have to be
compensated through
increased landing and park-
ing charges on airlines,
which, in turn, will pass on
the cost to flyers.

Airport charges are deter-
mined taking into account all
aeronautical costs like those
of landing and parking and
non-aeronautical activities
like duty-free sales and those
of restaurants. As airport
operators cross-subsidise
landing and parking charges
of airlines through non-aero
sales, increase in non-aero
revenues leads to lesser
charges for airlines, which, in
turn, are expected to transfer
the benefits to passengers.

“Any increase in landing
and parking charges for air-
lines could result in higher
airfares and make air travel
more expensive,” added
SatyanNair, secretary-gener-
al of the Association of
Private Airport Operators
(APAO), a lobby group of pri-
vate airport operators.

Consolidated annual
duty-free sales at airports in
the country are estimated to
be around $500 million.
Delhi and Hyderabad air-
ports earn 30 per cent and 15
per cent of non-aeronautical
revenue from retail andduty-
free sales.

In its Budget recommen-
dation to the government, the
APAO suggested the duty-
free allowance of liquor be

raised from two bottles to
four for purchase at Indian
airports because this would
help reduce costs for passen-
gers and lead to an enhanced
revenue share for the AAI.
The commerce ministry has
recommended restricting the
purchase of tax-
free alcohol to
one bottle at
duty-free shops
as part of steps to
reduce imports of
non-essential
goods.

“It’s not a
question of large
or small (quantities). As a
nation, we are not encourag-
ing the import of alcohol,”
Commerce Minister Piyush
Goyal told the media. Senior
AAI officials said that the
move, if implemented,would
lead to a loss of revenue for
the AAI, which is already
bearing the cost of the gov-
ernment’s regional con-
nectivity scheme.

“We will oppose the
move through theMinistry
of Civil Aviation. The AAI
had suggested increasing
the quota of liquor at duty-
free counters,” said a senior
AAI official.

The official pointed out
if private airport operators’
revenueswere affected, the
AAI’s revenues too would
be hurt because those air-
ports did revenue sharing
based on their annual rev-
enues and profit. “Who is

gaining from this decision?
No one. The government and
airports — all will lose rev-
enue,” the official said.

“It will be a big blow to
duty-free companies and air-
ports. Duty-free sales are an
important component of

non-aeronautical
revenues for air-
ports and 30 per
cent of the non-aero
revenue is used to
cross-subsidise
aeronautical
charges,” said the
chief executive offi-
cer of a private air-

port.
Operators of duty-free

shops said itmight lead to job
cuts. “Duty-free companies
would have no option but to
cut jobs and investments to
survive,” said Manishi
Sanwal, former chief execu-
tive of Flemingo Travel

Retail, which runs duty-free
stores at 12 airports in India.

This can also have an
impact on upcoming invest-
ments in airports. Recently
AdaniAirportswonsixairports
andZurichAirportwonthebid
todevelopnewairportatJewar.

The groups bid aggres-
sively, taking into considera-
tion that non-aero revenue
would help them to become
viable faster. Adani Airports
didn’t respond to a query.

“Bidders have bid aggres-
sively for new airport proj-
ects, factoring in a certain
contribution from non-aero-
nautical revenue. If liquor
allowance is reduced, it will
impact their income and the
companies will have to
rework their revenue and
investment models,” said
Sidharath Kapur, former
chief executive officer at
Adani Airports.

WORLDWIDE LIMITS
Country/city Liquor Tobacco

(litres) (cigarettes)

DUBAI 4 2,000

GERMANY 2 200

PARIS 2 200

SINGAPORE Spirit 1 Reasonable
Wine1 quantity
Beer1

CHINA 2 400
Source: Industry

The AAI and
private airport
operators are
likely to
petition the
government



6 ECONOMY & PUBLIC AFFAIRS MUMBAI  |  TUESDAY, 21 JANUARY 2020                                     1
>

CRISIL SME TRACKER

Crisil Research expects
higher raw material
prices following lower

crop output in kharif 2019
to weigh on the operating
margins and working
capital cycles of small and
medium enterprises (SMEs)
engaged in milling dal
(pulses) in fiscal 2020.

Given the seasonal
nature of dal production
and availability of raw
material, SMEs, which
make up around 80-85
per cent of the dal milling
industry, have high
working capital
requirements. Raw
material cost accounts for
over 60 per cent of their
revenue. Also, given that
the industry is highly
unorganised, millers have
limited ability to pass on
the increase in raw
material cost to end-
consumers. 

In kharif 2019, sowing
was delayed due to late
arrival of the south-west
monsoon. And then, there
was excess rainfall in
September-October, which
led to floods in states such
as Odisha, Karnataka,
Madhya Pradesh and
Maharashtra, damaging

crops. Considering that
these states account for
around 53 per cent of the
country’s pulses
production, crop output is
estimated to decline over 5
per cent year-on-year.

Also, sowing forrabi
crops such as Bengal gram
was lower on-year in
November-December 2018,
owing to negative farmer
sentiment towards the
crop amid lower mandi
prices. 

As a result, arrival of
major dals (arhar,
Bengalgram, black gram,
green gram and masoor) in
the market during
January-December 2019
was down 36 per cent,
compared with 2018. This,
in turn, has led to a sharp
increase of about 15 per
cent year-on-year in
prices.

These two factors —
lower market arrivals of
raw dals and increase in
mandi prices — are
expected to lead to higher
working capital
requirements and increase
in raw material costs, and
thereby added pressure on
the operating margins of
the SMEs.

RAW MATERIAL PRICES FOR DAL MILLERS
SPURT AMID LOWER MARKET ARRIVALS

Source: AGMARKET

Higher dal prices spoil the
broth for millers

Mumbai tax mop-up dips 13%
SHRIMI CHOUDHARY
New Delhi, 20 January 

Direct tax collections from India’s
commercial capital, Mumbai,
slipped again after witnessing a

decline in December, prompting tax
officials to call the development rare
as a double-digit fall has happened for
the first time in the past decade. 

Mumbai’s direct tax collections fell
by about 13 per cent by mid-January. It
had declined by slightly over 4 per cent
in December. The city contributes 37
per cent to the total direct tax revenues.

Sources said the total direct tax col-
lection figures have not even touched
the ~9-trillion-mark, leaving a gap of
~5 trillion to be achieved in another two
months if Budget targets are to be
achieved for 2019-20. If the trend con-
tinues, it could affect the Budget
Estimates of ~13 trillion for the current
fiscal year, a tax official said. 

Looking at the steep fall, the Central
Board of Direct Taxes (CBDT) has called
an urgent meeting on Tuesday. 

It has asked all principal chief com-
missioners and officials of the same

rank to discuss strategies to meet the
target for the last quarter (January-
March). Sources said the finance min-
istry, too, has been apprised of the sit-
uation, and an urgent review was
sought in the Budget, which is to be
tabled on February 1. 

Total collections from Mumbai up
to December stood at ~2.20 trillion —
4.3 per cent less compared to ~2.30 tril-
lion in the same period last year. The
fall further grew to double digits after

the department released refunds on
December 31, an I-T official said. 

“This is a matter of concern and
there is no way we can reach even close
to the target," said another senior tax
official. 

Meanwhile, the direct tax body is
learnt to have ordered its field officials
to step up efforts and put more focus on
recovering tax arrears. It has also asked
international taxation wing and offi-
cials from Commissioner (Appeals) to

reveal the status of certain important
cases, which are expected to boost col-
lection figures. 

I-T officials have also been asked to
verify payment of advance tax by prop-
erty sellers in cases where tax deduc-
tion at source (TDS) has been made by
the buyer but it has not been paid to the
government.

The CBDT said officials could adopt
other strategies depending on the nature
of respective regions and jurisdictions.

Figures show tax collections lost
steam in the September quarter.
Advance tax collection figures of third
quarter also pressed the panic button
within the department. It fell to ~73,000
crore in the third quarter, compared
with ~77,000 crore a year ago, while
personal income tax paid in advance
rose to ~33,000 crore against ~24,000
crore over this period in FY19. 

Till December 15, gross direct tax
collection has touched ~8.34 trillion
compared with ~7.96 trillion in the
same period last year. Tax collection,
net of refunds, was around ~6.75 trillion
as compared with ~6.7 trillion in the
same period last year. 

Ex-bankers as RPs: NCLAT stays NCLT ban
DEV CHATTERJEE
Mumbai, 20 January

The National Company Law
Appellate Tribunal (NCLAT)
last week stayed a recent order
by the National Company Law
Tribunal’s New Delhi Bench,
which prohibited appointing a
former bank official as inde-
pendent resolution profes-
sional (IRP) of a bankrupt com-
pany because of the possibility
of “bias”.

The NCLT order had cast a
doubt on debt resolutions of
several companies including
Videocon Industries and Essar
Projects, where former bank
officials are working as IRPs,
said a legal source. In its stay
order dated January 17, the
NCLAT said it would hear the
matter again on February 3
and issued notices to all the
parties. 

During the NCLAT pro-
ceedings, the lenders’ position

was that while anyone after
retirement could practise as a
professional if qualified to do
so, the person could not be
assumed to be biased just
because she or he happened to
be a former bank official.

In its January 4 order in the

State Bank of India vs Metenere
case, the NCLT said the resolu-
tion professional proposed by
the lenders for Metenere had
worked with State Bank of India
for more than 39 years and
there was “an apprehension of
bias” against the appointment. 

“It is evident that such an
IRP is unlikely to act fairly and
cannot be expected to act as an
independent umpire,” the tri-
bunal had observed.

Accordingly, the tribunal
said the financial creditors
must replace the person by a

new one.
Legal experts say this order

will have a wide-ranging
impact and slow the resolution
of some big-ticket cases includ-
ing the ones of Videocon
Industries, which owes banks
~40,000 crore, and Essar
Projects, which has a debt of
~7,700 crore.

“The NCLT order would
have put a question mark on
several accounts where the IRP
has been appointed and the
resolution has reached an
advanced stage,” said a corpo-
rate lawyer.

Videocon Industries has
seen the appointments of four
IRPs, including those from
Price Waterhouse, KPMG, and
now Deloitte, which is manag-
ing the asset sale. Its debt reso-
lution is going on since January
2018, when the RBI recom-
mended Videocon on its sec-
ond list of 29 companies for
debt resolution. 

ABHIJIT LELE & PTI
Mumbai, 20 January

The government has
appointed Sanjiv Chadha
Managing Director (MD)
and Chief Executive Officer
(CEO) of Bank of Baroda
(BoB). He succeeds P S
Jayakumar, whose term
ended in October last year.

Chadha will have a
three-year term at the bank
from the day he assumes
office, according to a
Government of India noti-
fication. 

Chadha is currently
working as the MD and CEO
of SBI Capital Markets — the
merchant and investment
banking arm of State Bank
of India (SBI). The Banks
Board Bureau had recom-
mended his name for the
post of MD and CEO at BoB
in November 2019. 

Bank of India (BoI) exec-
utive director has been ele-
vated to the post of MD and
CEO. He will head the bank
for three years from date of
assuming office. 

The post has been vacant
since June last year when
Dinabandhu Mohapatra
demitted office.

L V Prabhakar has been
named the new MD and
CEO at Bengaluru-based
Canara Bank. He will take
charge on February 1. 

Prabhakar, who has been
working as executive direc-
tor at Punjab National Bank
since March 1, 2018, will suc-
ceed R A Sankara
Narayanan.

The government has also
elevated SBI Deputy
Managing Director Challa
Sreenivasulu Setty to the
post of MD of the bank for a
period of three years. 

His term is extendable
for another two years. 

The Appointments
Committee of the Cabinet
has approved the proposal
of the Department of the
Financial Services for the
appointment of Setty.

It’s for the first time in the past decade that the city’s direct tax collections saw a double-digit fall

RPs’ ROLEUNDER
SCANNER

Companies cite
‘conflictofinterest’
as same banks
have given loans

NCLT says bankers as
RPs cannotbe
neutral umpires

SBI had moved NCLAT
againstNCLT order

New chiefs for
BoB, BoI and
Canara Bank;
MD for SBI

~2.2 trillion  collections from
Mumbai up to December

4% less, compared to ~2.3trn
in same period lastyear

37% share ofMumbai to 
totaldirect taxrevenues

~13 trillion BudgetEstimates
for the current fiscal year

~73,000 cr advance tax
collection in Q3

TAX REVENUE 



SANJEEB MUKHERJEE

In October 2019, when Malaysian
Prime Minister Mahathir
Mohamad criticised the Indian

government’s moves to change the sta-
tus of Jammu & Kashmir in his address
to the 74th United Nations General
Assembly (UNGA), the domestic edi-
ble oils industry took note. The
Narendra Modi government was not
expected to take Mahathir’s criticism
lightly, and the industry lobby
issued an informal warning to
local importers of refined
palm oil to exercise “necessary
caution” in negotiating new
contracts with Malaysia.

In doing so, the industry
was recognising geo-econom-
ic realities. India is Malaysia’s
top buyer of palm oil and that
country’s efforts to push
exports have been the cause
of tension for the Indian edi-
ble oil refining industry.

India imports 9-9.5 million
tonnes of palm oil annually, both
crude and refined. Of this, 2.5-3.0 mil-
lion tonnes comes from Malaysia
mainly in refined form, and rest comes
in crude form, mostly from Indonesia.

In January 2019, India had to lower
the import duty on refined palm oil
from Malaysia to 45 per cent from the
earlier 50 per cent under the
Comprehensive Economic
Cooperation Agreement (CECA)
between India-Malaysia), thus reduc-
ing the duty differential between
refined and crude imports to India
from Malaysia to 5 per cent from the

earlier 10 per cent.
The impact on import was dramat-

ic: Data shows that between January
and September 2019, India imported
2.40 million tonnes of refined palm oil
compared with 1.74 million tonnes in
the same period last year (an increase
of 38 per cent) largely from Malaysia.

As a result, domestic refiners
found themselves almost out of busi-
ness. “India was forced to lower its
import tax on refined palm oil and the

industry there went into
an overdrive to push
refined palm oil into
India creating a big
problem for the domes-
tic refiners,” says B V
Mehta, executive direc-
tor of Solvent Extractors
Association of India
(SEA), the main lobby
for domestic oilseed
extractors and refiners.
From a high of almost
60 per cent, refining
capacities in January to

September of the 2019-20 edible oil
year had slumped 30-40 per cent (the
edible oil year runs from November
to October).

The surge in refined palm oil
imports prompted the SEA to appeal
to the Centre. In September, a 5 per
cent safeguard duty was imposed on
refined palm oil imports from
Malaysia for six months. This restored
the import duty differential between
refined and crude palm to 10 per cent,
on a par with neighbouring Indonesia.

Mahathir’s UNGA statement ini-
tially caused refined palm oil

importers to cut back but when no
retaliatory tariffs followed, importers
re-started orders of refined palm oil
consignments from Malaysia and sup-
plies started trickling in. Refined palm
oil imports in November 2019 jumped
to around 122,409 tonnes, up 3.31 per
cent from October.

Thereafter in January 2020, India
under the terms of the Asean free trade
agreement signed in 2010, lowered
import duty on refined palm oil from
50 to 45 per cent and that on crude
palm oil from 40 to 37.5 per cent for
the first time, as part of a periodic revi-
sion process, which brought back duty
differential between refined and crude
palm oil to 7.5 per cent.  

Simultaneously, Malaysia and
Indonesia together announced export
protection measures from January 1,
2020. The combined impact of this
along with India’s import duty cuts
under the Asean agreement meant
that the differential between crude
and refined was just 2.5 per cent for
Indian importers.

Just weeks before that, Mahathir

decided to criticise the Indian govern-
ment again, this time over the contro-
versial Citizenship Amendment Act
(CAA), questioning the need for it
when Hindus and Muslims have been
living peacefully in the country for the
past 70 years. This time, the Centre
responded promptly, placing the
import of refined palm oil under the
“restricted” category and announcing
plans to issue import licences to keep
a tab on supplies.

This may not have been an example
for skilful economic diplomacy but for
the domestic edible oil industry the
move could not have been more wel-
come. “For refiners and farmers this is
not blessing in disguise, but a pure
blessing,” said Mehta of SEA.

Domestic farmers gained because
domestic oilseed prices jumped after
more than three years. Data from
agmarket.nic.in shows that in the
Indore mandi average price of soya
bean between September 16, 2019 and
January 16, 2020 stood at ~3,900 per
quintal, almost 6 per cent more than
the Minimum Support Price (MSP) of

~3,710 per quintal for the 2019-20 
crop year.

Rating agency ICRA in a recent
note on the subject said that the
restriction on refined palm oil imports
will not only improve efficiency 
but will also improve margins of
domestic refiners.

Though farmers and refiners are
reaping the benefits of the govern-
ment’s retaliatory moves, the uncer-
tainty of this simmering trade war per-
sists. Latest reports say commerce and
industry minister Piyush Goyal will
not meet his Malaysian counterpart in
Davos next week, citing a tight sched-
ule, though a meeting on the sidelines
is possible. Mahathir, meanwhile, is
attempting some damage control by
admitting his country was too small to
retaliate against India. Mehta says the
industry wants government to ensure
that the licence route is not misused
so that refined oil imports start flood-
ing in again. For the time being,
though, the domestic industry has the
opportunity to make the best of a
diplomatic skirmish.  
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On a cold January morn-
ing, the School Of
Excellence in Delhi’s

Kalkaji is abuzz with activity. A
long line of boys on either side
of the drive-in await the arrival
of Delhi’s Deputy Chief Minister
Manish Sisodia to hand out

tablets to students who have
achieved more than a certain
percentage of marks in their
board examinations. An attrac-
tive incentive to my mind for a
tech-obsessed generation!

I accompany the deputy
minister and his small team of
two in his vehicle, no “laal bat-
ti”, howling sirens or security in
tow. The normalcy of it all sur-
prises me, so accustomed am I
to ministers who acquire a halo
and radiate power almost as
soon as they take charge.

We chat all the way on the
reforms his party has undertaken
in Delhi government schools, the
first and the only state govern-
ment to make school education
a political issue. The Union
Territory has 1,029 Delhi govern-
ment schools with roughly 1.6
million students enrolled. There
are an additional 2.8 million-odd

students studying in the usual
mishmash that we have made of
our education system: 1-1.2 mil-
lion in primary schools run by the
three municipal corporations, all
of them currently under the
Bharatiya Janata Party besides
those in private aided, private
unaided schools, unrecognised
and so on. It’s a holy mess.

I skip the function and the
speeches once we reach to take
a tour of the school and chat
with the students I find. I meet
a group of boys, several of
whom have joined the school a
year back, mostly from private
schools in the area. I question
them for a while on when and
how they ended up joining this
school and how they like it.

The school building itself is
like a mid-range private school,
closer to a DAV school or Ryan
International than an Amity or

a DPS but a far cry from a typical
government school anywhere in
India. The notice board on the
day I am there is full of colourful
charts and drawings, conveying
energy but that may well be in
view of the event in progress.

I have been hearing about
the Delhi education reforms
undertaken for over three years
now in dribs and drabs 
but this is my first and very 
cursory exposure to what is
being attempted.

The attempt is ambitious
and if it succeeds, can be far-
reaching. The Aam Aadmi Party
has embarked on the noble mis-
sion of making quality educa-
tion more inclusive by offering
at no cost an option as good as
a private school might. In the
process, it hopes to lure stu-
dents back from the plethora of
private options that have
sprung up as an answer to the
broken state system. To its cred-
it, it is not outsourcing the job
to someone as politicians and

bureaucrats facing a broken sit-
uation tend to do. Here’s my
problem, now you fix it. Sisodia
and his team have jumped in
with missionary zeal and been
at it for the last five years.

In many countries with
robust state-run and financed
systems, a majority of students
attend a school usually in the
neighbourhood that offers a high
quality of education, as good as
any available private options. But
Delhi’s efforts are closer to Tony
Blair’s London Challenge, where
the government- run schools in
London when Blair took charge
were at the bottom of the barrel
in national assessments. After a
multipronged reform exercise,
the city’s schools climbed to the
top, many parents choosing
them over exclusive private ones.

Expecting an overnight
change in Delhi schools would
be naïve. Fixing the rot that has
set in over the last three decades
will take much more than five
years. Some of the early and eas-
ier to tackle results are visible.
Infrastructure in schools has
improved, teachers are being giv-
en their due importance,

accountability is being intro-
duced but a visible and sustained
change in culture is still a far cry.

To make a real dent, it is
important that the 1-1.2 million
students in the city who study
in the municipal primary
schools as of now be brought
under the Delhi government
fold —whichever the city’s gov-
ernment may be. As things
stand, most municipal school
students arrive to study in Delhi
government secondary schools
at the age of 11-12, far behind
their years. Unless the change
is wider and all encompassing,
it may not be impactful. A pub-
lic interest litigation that
demands this is pending.

Last but not least, the ability
of the Delhi government to han-
dle the backlash as and when it
happens will be critical.
Unhappy murmurs are already
being heard from the budget
private schools but the
moment, the pinch begins to
hurt, the education mafia and
lobbies will kick in. That’s when
the real acid test for the Delhi
school reforms will begin. This
story is far from over. 

The long, circuitous road to success
Delhi school reforms need to bring more students under
their fold and be ready to tackle the "private" backlash

Two events and a jam
When several parts of Delhi were
gridlocked on Monday, commuters were
quick to blame the protest against the
Citizenship Amendment Act (CAA) at
Shaheen Bagh in south-east Delhi as
the reason for this. But they soon
discovered that events of the Bharatiya
Janata Party (BJP) and Aam Aadmi Party
(AAP) were equally to blame. Hundreds
of vehicles and thousands of supporters
gathered at the BJP national
headquarters as Jagat Prakash Nadda
was made president of the party in the
presence of outgoing party chief Amit
Shah and Prime Minister Narendra
Modi. Around the same time, Delhi
Chief Minister Arvind Kejriwal held a
roadshow in the heart of the capital on
his way to file his nomination papers
for the February 8 Assembly polls. The
filing of the nomination was delayed. “I
was supposed to file my nomination
today but the office closes at 3 pm. I was
asked to file the nomination while the
roadshow was on, but I asked how I
could leave the people,” Kejriwal said.
People asked jokingly if the filing was
postponed after astrologers advised him
Tuesday was a better day to do it.

Another BSP! 
Savitri Bai Phule
(pictured),
former Member
of Parliament
(MP) who
recently quit the
Congress, has
floated a party
called the

“Kanshiram Bahujan Samaj Party”.
Stating that the new outfit will work
towards realising the vision of
Bahujan Samaj Party (BSP) founder,
the late Kanshiram, Phule said her
pan-Indian campaign for “saving
democracy” had received an
overwhelming response, which
prompted her to float a new political
platform. While Phule was elected to
the Lok Sabha in 2014 on a Bharatiya
Janata Party (BJP) ticket, she joined
the Congress before the 2019 general
elections and was nominated to
contest from Bahraich. However, she
failed to retain her seat and lost to the
BJP candidate. Eventually, Phule got
disenchanted with the Congress too,
since she was not accommodated in
the team of the party general
secretary in charge of UP, Priyanka
Gandhi Vadra.

Learning at no cost 
The Institute of Cost Accountants of
India recently organised a seminar to
discuss ways of India becoming a 
$5-trillion economy as well as the
steps the body could use to publicise
its work. One of the speakers began by
addressing his audience, comprising
mostly cost accountants, or CMAs, as
chartered accountants (CAs). He
continued calling them CAs until a
member of the audience, a CMA
himself, interrupted him. After
correcting the speaker, he explained
how the two — cost accountants and
chartered accountants — were
different. The speaker apologised
before resuming to speak.

History repeats itself 

This refers to "It's divided house at
RBI over new oversight cadre". I
retired from the Reserve Bank of India
(RBI) about 36 years ago after serving
it for over 35 years. I was associated
with the work of RBI supervision and
control of commercial banks during
most of my years there. The contro-
versy whether the RBI officers —
entrusted with overseeing — should
be generalists or specialists arose at
the very inception, way back in 1949
when this function first devolved on
the RBI. Under the then dispensation,
it was decided that officers who were
not specifically trained for this work
should not be entrusted with it and
those trained for it, should not be
allotted any work unconnected with
bank supervision and control. This
arrangement worked for about 19
years till the specialised officers felt
that they were being deprived of
opportunities in various other depart-
ments of the RBI. As a result of their
representations, came what was
called Combined Seniority Scheme or
CSS around the year 1978.

From the front page report in
Business Standard on Monday, it
appears that the problem has arisen
again after some 42 years in a some-
what different garb. The sub-title
"Crisis in the making" indicates that

the problem this time is serious. The
solution lies in an in-depth study of
the problem by experts, keeping in
mind the historical background and
laying down the future course. It can-
not be vouchsafed that it is possible
to find out a permanent solution.
With change of circumstances, new
problems would arise and new solu-
tions would have to be worked out
from time to time.

R C Mody  New Delhi 

Incentivise savings 
One tends to endorse the well-timed
views of the State Bank of India’s
(SBI’s) research report Ecowrap stat-
ing that the interest on the Senior
Citizens Savings Scheme (SCSS)
should be given full tax rebate as the
revenue foregone by the government
could only be ~3,092 crore, with min-
imal impact on the government’s fis-
cal deficit. Curiously enough, this
report has also assessed that there are
around 41 million senior citizens’
term deposits accounts (with average
deposit per account being ~3.3 lakh)
accounting for the total deposit of ~14
trillion across the country. In fact,
Soumya Kanti Ghosh, group chief
economic advisor, SBI seems to be
standing with the nation’s senior cit-
izens when he pleads that “It is imper-
ative that the government exempts
such interest income from taxes/or
increase the threshold limit” as he
substantiates his well-meaning argu-

ments with statistics.
He also went on to claim that an

increase in the Public Provident Fund
limit by ~1 lakh to ~2.5 lakh for indi-
vidual households under 80C will
lead to additional savings of more
than ~2 trillion compared to the total
revenue foregone of ~40,000 crore,
even after adding to the interest bur-
den. It could be a win-win for the rev-
enue-starved government of the day.
Mind you, the government has report-
edly asked the central public sector
undertakings to declare a dividend of
~19,000 crore apart from seeking
some hefty sums of money as interim
dividend from the Reserve Bank of
India (RBI), representing a part of its
annual transfer of surpluses in the
month of July after finalisation of its
annual books of accounts (as on June
30 each year) under Section 47 of the
RBI Act. It might be in addition to the
transfer of a massive amount (out of
the central bank’s so-called excessive
capital reserve funds) as was recently
identified by a specially constituted
committee led by former governor
Bimal Jalan, at the insistence of the
government.  

Kumar Gupt  Panchkula
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On December 31, 2019, CMIE com-
pleted the 18th Wave of the
Consumer Pyramids Household

Survey. This included the 12th Wave of
questions related to employment and
unemployment. This survey was execut-
ed over a period of four months from
September through December 2019 on
a sample of 174,405 households. In the
paras below, we discuss population esti-
mates of the unemployment rate during
this period.

The unemployment rate rose to 7.5 per
cent during September-December 2019.
This was the seventh consecutive Wave to
record an increase in the unemployment
rate since May-August 2017 when the
unemployment rate was 3.8 per cent.

As usual, the unemployment rate in
rural India was lower at 6.8 per cent than
it was in urban India, which scaled up to
9 per cent.

Rural India has a large 66 per cent share
in the overall estimate of India’s unem-
ployment rate. Rural India has a low unem-
ployment rate and this has a big impact on
lowering India’s overall unemployment
rate. But, rural employment is of poor qual-
ity. And grown ups, those over 30 years of
age, have a similarly large 66 per cent share
in the total population that is over 15 years
of age. After the age of 30, people take what-
ever job is available and so the unemploy-
ment rate among people of more than 30

years of age falls very sharply. But, these
have a high share in the total unemploy-
ment estimate for the country.

What matters most is the unemploy-
ment rate in the urban youth and in par-
ticular, the urban educated youth.

The unemployment rate is very high
among the youth. It is 45 per cent for those
between 15 and 19 years of age. But,
arguably, this is not the age at which
youngsters should be looking for jobs.
Ideally, they should be still studying at
this age. However, if, for any reason, they
do look for jobs, it is evident that they find
it very difficult to find one.

Employment prospects for youngsters
between 20 and 24 years of age who are
looking for jobs are not much better. The
unemployment rate for these has more
than doubled from 17 per cent in May-
August 2017 to 37 per cent in September-
December 2019. Similarly, it has risen from
8 per cent in May-August 2017 to 11 per
cent for youngsters between 25 and 29
years of age. It is this high and growing
unemployment among the youth of the
country that is very worrisome. The situ-
ation gets worse in the cities.

An urban youngster in his early twen-
ties had a discouragingly high unemploy-
ment rate of 44 per cent during
September-December 2019. It was never
so difficult in the past. A wait till these
urbanites reached their late twenties
improved the unemployment rate they
face to 14.8 per cent. But, even this is the
worst experience of this age-group.

The unemployment rate drops dra-
matically from the age of 30. It falls to 2.5
per cent for the age group 30-34 years and
then it falls to close to 1 per cent and then
less than 1 per cent. The problem, evident-
ly is severe for the youth who are looking
for jobs. The sudden sharp fall in unem-
ployment after 30 years of age implies that
beyond a point in age, people settle for
whatever jobs become available. A wait
for a job cannot be infinite.

Matters get worse for the educated
youth. The educated young report a much
higher unemployment rate. This indicates
that the educated are looking for better
quality jobs but are unable to find them.

While youngsters in the age group of
20-24 years reported an unemployment
rate of 37 per cent, graduates among them
reported a much higher unemployment
rate of over 60 per cent. 2019 was the worst
year for these young graduates. The aver-
age unemployment rate for them during
2019 was 63.4 per cent. This is much high-
er than the unemployment rate they faced
in any of the preceding three years. The
unemployment rate they faced in 2016
was 47.1 per cent. In 2017, it was 42 per
cent and in 2018 it was 55.1 per cent. 2019,
therefore saw a very severe worsening of
conditions for the young graduates.

Similarly, while the age group 25-29
years reported an unemployment rate of
11 per cent, graduates in this age group
faced an unemployment rate of 23.4 per
cent. They, too, found 2019 to be the worst
of the past four years with an average
unemployment rate of 23.7 per cent. The
rate in 2016, 2017 and 2018 were 21.3 per
cent, 18.3 per cent and 20.5 per cent,
respectively.

The unemployment rate for post-grad-
uates is also similarly high but it has not
deteriorated since 2016, when it was 24.6
per cent. In 2017 it rose to 25.4 per cent,
then fell to 22.3 per cent and rose again to
23 per cent in 2019.

An overall unemployment rate of
around 7.5 per cent does not reflect the
real challenges faced by India. Graduates
between 20 and 29 years of age, face a
much higher unemployment rate of 42.8
per cent. This is India’s real challenge.
An equally important challenge is that
graduates of all ages put together also
have a very high unemployment rate of
18.5 per cent.

The author is managing director & CEO, CMIE

The real unemployment challenge

MAHESH VYAS

ON THE JOB

Mahathir speaks, India gains
Why Malaysian premier’s criticism of Indian
politics is good news for domestic edible oil
refiners and oilseed farmers
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T
he real possibility of a massive slippage in the disinvestment target
of ~1.05 trillion in the current fiscal year is pushing the government
to look for alternatives. It is now reportedly looking at selling assets
owned by the Centre and central public sector enterprises (CPSEs)

and raise about ~1 trillion by March-end. Assets that are being considered
include land and brownfield operational assets such as pipeline, roads,
mobile towers, and electricity transmission lines owned by CPSEs. 

The idea of asset monetisation is worth pursuing as there are vast tracts
of land held by government wings, such as the armed forces and railways,
in metropolitan areas that developers might be willing to bid big bucks for.
But completing the sale process in the given timeframe is almost impossible.
Besides, the way it is being approached is fundamentally flawed. For one,
the targeted assets belong largely to CPSEs, which would be forced to sell
and transfer the proceeds to the government as dividend. This goes against
the basic idea of giving functional autonomy to state-owned companies.
Second, the asset sale is being considered at the near end of the fiscal year,
solely to meet the Budget targets. This can affect valuations and realisation,
and lead to legal complications. 

Evidently, the government is considering this option because it is unlikely
to complete the privatisation of companies such as Bharat Petroleum
Corporation and Container Corporation of India in the current year, primarily
because of poor planning. Since revenue collection is likely to fall short sig-
nificantly, lacklustre performance on the disinvestment front will further
complicate fiscal management. The government has raised only ~18,095 crore,
or about 17 per cent of the disinvestment target, so far in the current year. The
biggest reason why the government often struggles to meet the disinvestment
target is because it does not approach the issue systematically. For instance, if
the government wanted to go for large-scale strategic disinvestment, it should
have selected the names early in the fiscal year. Such transactions take time
as the potential buyers want to do their due diligence. The idea of asset sale of
the CPSEs is another example of impromptu policymaking.

Therefore, the right approach would be that the government keeps a
ready list of CPSEs that it intends to divest in the medium term, both strate-
gically or through a minority stake sale. The process should be extended to
other assets, such as land as well. This approach will not only allow the gov-
ernment to proceed more systematically but will also give market participants
the necessary time to prepare and bid for assets. Such a process will result
in higher competition among bidders and lead to better valuation. This will
also give the government a fair idea as to how much money can be raised
over the medium term, compared to the current system of deciding a target
to plug the fiscal gap and then look for assets to sell. Ideally, asset sale should
not be seen purely as an option to plug the deficit. The proceeds should be
invested in creating new assets, which will help increase potential growth
in the medium to long run.

Grim scenario
Climate-related financial risks should be mainstreamed 

E
very year, on the eve of its high-profile conference at Davos, the
World Economic Forum releases a report that outlines what its
stakeholders believe are the major risks to the global order and to
geo-economic stability. This year’s report is somewhat unusual, in

that all top five risks, as estimated by the report, are related to climate change.
The headline concern of the report is: “Climate and corresponding economic
risks threaten a 2008-style systemic collapse unless net human-caused carbon
dioxide (CO2) emissions fall by 50 per cent by 2030 relative to 2010, and to
net zero by 2050.” The report outlines the multiple axes upon which climate
change and weird weather will impact societies, conflict, and economic sta-
bility. Health impacts of extreme weather and greater heat stress will directly
impact the poorest societies that already have over-stretched health systems,
such as India. Food production and water availability will be under increasing
pressure, which again has major consequences for an India that is already
struggling to equitably and efficiently distribute water. Internal and cross-
border migration will inevitably increase — the current conversation around
the National Register of Citizens and the Citizenship Amendment Act only
prefigures the political disputes in the decades to come as climate-induced
migration swells to a flood. The report points out that there is essentially a
decade left to deal with the problem. 

Yet, in some ways, it is the direct economic threat of climate change out-
lined in the report that deserves immediate attention, as climate risk simply
does not figure enough in discussions of macro-economic stability and vul-
nerability. This risk operates on several levels. For instance, there is the
damage caused to the economic base by extreme weather events. Of the $165
billion of damage caused by natural disasters in 2018, about half was to assets
that were uninsured. In fact, as climate-related damage becomes both more
common and less predictable, insurance may not be able to keep up. Entire
segments of assets — for example, coastal infrastructure and housing —
might become effectively uninsurable. The effects on labour productivity
because of heat stress and the spread of disease to new areas opened up by
global warming will also effectively reduce the economic base. Again, a
labour-surplus and less developed country like India will find its ability to
grow severely compromised by an increase in heat stress and a further reduc-
tion in health indicators. 

Financial regulators, policymakers, and investors need to mainstream
climate risk into their analysis. In the Indian case, for example, infrastructure
investment needs to routinely analyse the effect of more extreme climate on
the value of the asset. Companies need to start revealing their exposure to
climate change risks — in some jurisdictions, listed companies are now
expected to do so routinely, and the Indian market regulator should look
into how soon similar disclosure requirements can be announced in this
country. A whole-of-economy look at climate risks in India is overdue. For
example, to what degree are existing “dirty” assets — old coal power plants
and unextracted coal mines — likely to lose value as India undergoes its
green transition? What will be the effect on banks and government finances?
Given the compressed time-frame for climate action, preparing the financial
ground for proper risk assessment is overdue.
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On February 1, Finance Minister Nirmala
Sitharaman will present in Parliament what
will arguably be the most important Budget

this government has formulated to date. Investors
will go through the document and the Budget speech
with a fine-tooth comb, looking for any indication
on how the government will tackle the slowdown
and the path forward. Investors are keen to see a
coherent economic game plan. 

There is consensus among global investors that
the time has come for a serious push to improve the
business climate. If we do not see major reform steps
to boost the economy now, given the economic weak-
ness and the majority this govern-
ment enjoys, there is little chance
anything significant will happen lat-
er. For investors, this Budget will be
a litmus test for judging the reform
credentials of the government. 

A few things are clear. We will
have a significant fiscal slippage.
Most investors expect a revised fiscal
deficit of 3.7-3.8 per cent of GDP, com-
pared with the targeted 3.3 per cent.
We have a slippage of 11 basis points,
3.3 per cent to 3.41 per cent, simply
due to a lower nominal GDP. An
additional 30 or 40 basis points of fiscal slippage over
that will be acceptable to most, given the weakness in
the economy and the need to maintain government
spending in the absence of a revival in either con-
sumption or exports. 

Investors would like to see this fiscal space be used
for capital expenditure. For the following year, though,
they do expect efforts to get the fisc back on track, and
a target of 3.3- 3.5 per cent of GDP for 2021 seems real-
istic. No one expects the 3 per cent fiscal target to be
hit anytime soon.

Given the lack of space on the fiscal front and con-
straints on monetary policy, now is the time for genuine
reforms. The finance minister would be well advised
to go sector by sector and try to implement the policy
changes needed to boost investment and exports, with
the hope that consumption will follow. Here’s what
investors are hoping for from the Budget.

For global investors, one important step would be

the scrapping of the long-term capital gains (LTCG)
tax on equities. LTCG tax has not yielded much rev-
enue and administratively makes life complicated for
global funds. Many of the truly long-term investors
(the endowments, sovereign wealth and foundations)
pay no tax in their home jurisdictions and consider
India an outlier in levying capital gains taxes on them. 

It would not be feasible to totally scrap capital
gains taxes but at least long-term capital gains may
be exempted. This would raise the expected post-
tax returns of investing in Indian financial markets,
and lower the cost of capital for companies. This
move for equities can be easily funded by marginally

raising the securities transaction
tax. This step, while not costing the
fisc much, would boost risk appetite,
encourage the financialisation of
savings and send a positive signal
to global capital providers. 

Another step in the Budget must
be to provide funding to implement
a scrappage scheme for old vehicles.
Any commercial vehicle over 15 years
old must be scrapped, and incentives
provided to do so. This will not cost
the exchequer more than ~10,000-
~15,000 crore, but provide a huge

boost for the auto industry. It will dramatically lower
pollution and vastly improve fuel efficiency of the
commercial fleet. This is a win- win for everyone. 

The auto industry is a big employer with a sig-
nificant multiplier for the economy, but it is currently
doing poorly. Cash for clunkers schemes have been
implemented across the world, especially during the
time of the financial crisis. They have been proven
to work. There is no reason why India cannot go
down this path. The only constraint is money.
Whatever fiscal leeway is available must be used to
implement schemes like this.

Another area where we should see government
action is start-ups. We now have a robust start-up
ecosystem, with money available across the maturity
spectrum of companies. From angel rounds to series
D, E and F, money is available. While the government
has done a lot to encourage start-ups, clearly recognising
their importance, more can be done. They should be

allowed to carry forward losses for 15 years, rather than
the eight years permitted today. The median start-up
today will remain a private company for 12 years (US
data), compared with six or seven years earlier. They
will also most likely lose more money, for longer than
in the past, before turning profitable. Extending their
period of carry forward losses, improves their cash
flows and net margins when they finally turn the tide
on profitability. A case can also be made to tax employee
stock options on sales, rather than on exercise. This
will make options more attractive for employees and
ease their cash flow burden. A final point would be to
exempt the start-ups from provisions of Article 42 of
the companies Act, wherein under certain conditions,
these start-ups can be considered as public companies.

Exports have been a big disappointment over the
past few years. Till such time as domestic demand
recovers, exports would be a good way to tap into global
demand. Higher utilisation will eventually trigger an
investment cycle. A comprehensive package of incen-
tives and policies to improve export competitiveness
must be announced.

For the telecom and power sectors, we need
industry specific interventions. On telecom, the gov-
ernment has to find a middle path and provide some
relief to the beleaguered industry from the whole
adjusted gross revenue fiasco. We cannot have only
two private players surviving. 

On power, the state electricity boards (SEBs) remain
bankrupt. The UDAY scheme has not worked. Why
will anyone invest in a sector where your principal
counterparty is bankrupt? The SEB debt to private pow-
er players has once again ballooned to ~46,000 crore. 

When it comes to direct taxes, many expect that we
will see significant cuts in rates. Realistically, the best
we can hope, though, is some rationalisation in the
exemptions, simplification and a marginal rebalancing
of the slabs/ rates.

The disinvestment targets for 2020 will be missed
but 2021 should be a big year as the Bharat
Petroleum Corporation, Container Corporation
of India and Air India transactions will get com-
pleted.  The government must sell its stakes in Tata
Communications and Hindustan Zinc, and other
such residual holdings and monetise whatever is
possible. In both these companies, the government
is not involved in day to day management, why keep
the stakes? 

The government must also go through the list of
public sector units and see where value can be captured.
NMDC is an obvious example. Another example of
potential value unlocking is Hemisphere Properties.
The land is worth thousands of crores and there has to
be a way to monetise its value, rather than wait years
to develop the asset. The big one, however, will be the
Life Insurance Corporation of India (LIC). This is prob-
ably the most valuable wholly-owned asset of the gov-
ernment. Given that LIC has done a reasonable job
handling private sector competition, there is significant
value. Will the government list LIC? It cannot be a
strategic sale, but a listing and gradual sell-down of
stake while maintaining control. 

There are many other sector-specific things
which can be announced in the Budget. Real estate
and the NBFC space are other areas of focus. This
Budget needs to revive confidence in the Indian
economy, and convince investors and India Inc that
the economy and reforms are once again a top pri-
ority for this government. 

The writer is with Amansa Capital

After decades of intensive agriculture, farms and
farmers are in a crisis, food markets remain
distorted, and consumers do not have access

to nutritious diets. India needs a shift towards sus-
tainable food systems. Among many alternative farm-
ing techniques is natural farming, with the potential
to improve sustainability and also meliorate govern-
ment finances.

Natural farming is an alternative to chemical fer-
tiliser-based and high input cost agriculture. It embod-
ies principles of agroecology, activating microbial life
in soil via bio-inoculums (prepared using cow dung,
cow urine, jaggery, etc.), thereby improving both soil
and plant health. The practice advocates complete
elimination of synthetic chemical inputs and encour-
ages natural inputs, mulching practices and symbiotic
intercropping. 

Andhra Pradesh has had a state-
wide natural farming programme
since 2016, now covering 580,000
farmers. Other states — Chhattisgarh,
Himachal Pradesh, Karnataka, Kerala,
and Uttarakhand — have shown inter-
est. The central government has held
discussions. In her Budget speech of
July 2019, the finance minister high-
lighted natural farming, its potential
to contribute to the goal of doubling
farmers’ incomes and allocated �325
crore for its study and promotion. In
September, at the meeting of the UN
Convention to Combat Desertification,
the prime minister also promoted
“Indian natural farming practices”. 

Researchers at the Council on Energy,
Environment and Water (CEEW) have estimated that,
at scale and properly implemented, natural farming
could potentially impact a quarter of the 169 targets
under the Sustainable Development Goals. But there
are gaps between promise and practice. Not all farmers
switch to natural farming entirely. Not all farmers have
been practising it for long, so there remain uncertain-
ties about yields. Not all farmers have access to func-
tioning markets to secure higher returns. 

A central proposition of natural farming is that
chemical fertiliser use and related input costs could
be significantly reduced. CEEW’s latest study investi-

gated this claim — and the impact on fertiliser subsi-
dies*. Evidence appears promising. Based on a survey
of 600 farmers across all agro-climatic zones in Andhra
Pradesh, the study found significantly lower fertiliser
consumption (more than 95 per cent reduction in
most cases) for naturally farming rice and maize. A
conventional farmer uses 74.46 kg of urea per acre.
The expected urea use for a natural farmer was found
to be 0.59 kg/acre. Farmers also reported 90-93 per
cent lower expenditure on fertiliser and pesticide
inputs compared to conventional farming, or savings
of �5,000-7,000 per acre. 

India is the world’s second largest producer of urea
(and the largest importer in 2016). Fertiliser subsidies
are budgeted to be �80,000 crore in 2019-20. Andhra
Pradesh, alone, received more than �3,500 crore in
2018-19 as fertiliser subsidy. In 2019, the government

spent $3.2 billion as additional sub-
sidy on imported gas used in fer-
tiliser industries. This represented
about 8 per cent of the total subsidy
(food, fuel and fertiliser) budget for
FY2019-20. Further, subsidies have
resulted in urea imports jumping
from 0.2 million tonnes in 2000 to
6 million tonnes in 2017. 

Reducing fertiliser use with nat-
ural farming has significant fiscal
implications. With complete pen-
etration of natural farming across
Andhra Pradesh, the state could
save almost �2,100 crore in fertiliser

subsidies annually (based on report-
ed consumption by farmers). Even

with low penetration of 25 per cent, estimated savings
could be �517 crore annually. These estimates
acknowledge that some farmers continue to use chem-
ical inputs for a portion of their land during a transition
phase. This could be thanks to behavioural inertia,
hesitation with wholly adopting a new practice, or
lack of natural inoculants in sufficient quantity. If they
switched completely, then fertiliser subsidy savings
would range between �539 crore and �2,154 crore in
the low- and high-penetration scenarios, respectively.
Such savings could finance full rollout of natural farm-
ing in Andhra Pradesh (estimated to cost �17,000
crore) within 8-10 years.

Adopting natural farming more widely needs more
research, deployment and evaluation. There is urgent
need to conduct a long-term comprehensive impact
evaluation of natural farming methods on food pro-
duction (quality and quantity), farmers’ incomes and
welfare (lower debt burden, for instance), and envi-
ronmental outcomes (soil health, water conservation,
and carbon sequestration). 

Research should cover several agro-climatic zones
across the country. Data from crop-cutting experi-
ments must be analysed against the social and eco-
nomic conditions under which the practices were
adopted. Are there commonalities in the circum-
stances of high-performing farmers that could be
scaled up in other regions as well? Is there a relation-
ship between prior ecological conditions and subse-
quent improvements, which could indicate the regions
where natural farming is more likely to succeed? 

Another link is between natural farming and cli-
mate adaptation and mitigation. Chemicals and fer-
tilisers account for 12 per cent of greenhouse gas
emissions from India’s manufacturing sector. Apart
from reducing manufacturing emissions, studies of
soil carbon retention and resilience of naturally
farmed crops against climate stresses could be doc-
umented in state climate action plans. New infor-
mation from field surveys could be used to update
the plans. Robust studies on carbon sequestration
could link farmers to climate finance mechanisms,
creating new channels for investment in natural
farming or additional income for farmers.

A systemic shift in agriculture would mean vastly
upgrading resource productivity, increasing economic
viability of alternative practices, and greater social
inclusion of the small and marginal farmer. More infor-
mation is needed to definitively say whether natural
farming increases yields and farmers’ incomes. But
the impacts on fertiliser use and lower subsidy burden
suggest that we encourage more experiments and sci-
entific evaluation — at scale — towards sustainable
food systems.

Ghosh is CEO and Gupta is Research Analyst, Council on
Energy, Environment and Water (http://ceew.in). Follow
@GhoshArunabha @CEEWIndia  *Gupta, Tripathi,
Dholakia (2020) Can Zero Budget Natural Farming Save
Input Costs and Fertiliser Subsidies? Evidence from Andhra

For a book that argues that smaller is
better, the title is more than a mouth-
ful. Too Small To Fail: Why Some

Small Nations Outperform Larger Ones
And How They Are Reshaping The World
presents the idea that economic power is
no longer linked to maintaining giant
armies and navies. It is a matter of winning
trade battles and global contests for attract-
ing professional talent.

“For centuries, a country’s status has
been measured by the size of its territorial
reach, its military might and its natural
resource endowment,” writes the author
R James Breiding. “While still important
to the global balance of power, these
physical metrics are waning today in
relevance in the face of increasing global
economic interdependence, driven
largely by rapid developments in
information technology,
telecommunication and transportation.” 

Part A of this book, called “Secret
Sauces”, focuses on the qualities and
attitudes valued in smaller countries that
have overcome physical limitations to
make progress in several spheres. Mr
Breiding believes that their success lies in
their alertness to risks, their willingness to
adapt, and the fact that their investment

in human resources reflects industry
needs. They are adept at using soft power,
and skilled at resolving geopolitical
conflicts through negotiation. It is
surprising, therefore, that Mr Breiding
chose to include Israel, which profits from
its occupation of
Palestine.

Smaller countries
prefer to attain
prosperity through
innovation rather
than annexation of
territory, expansion
of borders or
enslavement of
people. “In Sweden,”
Mr Breiding writes,
“all employees have a
statutory right to take
six months off work and start their own
business. No wonder Sweden is dubbed
‘Europe’s start-up capital’ and has
produced more unicorns …such as

Klarna, Spotify and Skype than anywhere
outside of Silicon Valley.”

What is most enjoyable about the
writing style is that, apart from giving you
relevant statistics to back up observations,
it also brings you anecdotes from the

author’s
conversations
with leaders from
academia,
industry and
government. His
expertise lies in
synthesising their
insights on the
histories,
economies,
political systems
and social norms
of their respective

countries. For example, he cites an
interview with Ralph Eichler at the Swiss
Federal Institute of Technology (ETH),
who feels that excessive time pressure and

over-measurement discourage
innovation. He told the author that
researchers in Asian countries tend to pick
low-risk projects because they fear looking
foolish if they are unable to measure up to
the prescribed key performance
indicators.

Part B, titled “Leading By Example”,
looks closely at specific countries and their
accomplishments despite their seeming
disadvantage with respect to size. In
Finland, all citizens get access to the same
educational opportunities regardless of
their family wealth, stature, ethnicity, or
place of residence. In the absence of
admission restrictions, parents do not feel
pressured to game the system to get their
children into the best schools. Education
is also free right up to and including higher
education. Apart from tuition, this covers
hidden costs such as meals, textbooks and
healthcare insurance. Moreover, there are
no elite private schools and no stigma
attached to specialised crafts and trades

because people who excel at them are
valued in their society. 

In Part C, titled “The Future of
Nations”, Mr Breiding notes that citizens
are becoming more mobile thanks to
countries that use residence permits and
citizenship to attract the most desirable
immigrants such as top scientists,
executives and the ultra-rich. Many of
these are TSTF countries. He predicts that
countries will be smaller, more cohesive
because that would make it easier to craft
and implement policies. There would be
fewer degrees of separation between
government and the citizens. This sounds
like the perfect world but Mr Breiding
gives us a reality check: smallness is no
guarantee of success as evident in the case
of Haiti, Lebanon and Zimbabwe. Each
country grapples with its own
circumstances and must find its own path.

A longer version of this review appears 
on the website

Natural farming for fiscal prudence?
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The benchmark indices
slipped on Monday following
the underwhelming December
quarter (Q3) results of some
large banks, earnings disap-
pointment by heavyweights
Reliance Industries and Tata
Consultancy Services (TCS),
and a spike in crude oil prices
over Libya shutting down two
production bases.

The Nifty index logged its
biggest single-day fall in nearly
four months, declining 128
points, or 1 per cent, to 12,225.
The Sensex ended at 41,529,
down 416 points, or 1 per cent
— the most since January 6.
Both indices had hit fresh
highs in early trade but failed
to sustain the gains. The India
Vix index, a gauge for market
volatility, spiked 9.1 per cent.

Concerns over asset quality
and loan growth that got high-
lighted in Q3 results hurt
investor sentiment towards
banking stocks, with the Nifty
Bank index falling 1.6 per cent.
Major banks, such as HDFC
Bank, Kotak Mahindra Bank,
Axis Bank, RBL Bank, and
State Bank of India, saw their
stock prices decline by up to 5
per cent on Monday.

“Asset quality pressure
from sectors like agriculture
and commercial vehi-
cles and slower
growth reported by
strong banks like
HDFC Bank is making
investors cautious
about the perfor-
mance of other
banks,” said Lalitabh
Srivastava, deputy
vice president at
Sharekhan.

Mona Khetan, analyst at
Reliance Securities, said: “With
the rise in corporate stress dur-
ing Q3 (on expected lines),
even bellwethers like HDFC
Bank and Kotak Mahindra
Bank have been impacted.” 

In recent times, on the back
of expectations that asset qual-
ity woes have peaked out, the
stocks of major banks have
found strong investor support.
The Nifty Bank index had
gained about 9 per cent in the
three months ended January
17 versus a 7 per cent rise in the

Nifty50 during the same peri-
od. The asset quality pressure
from the non-core segments
seen in Q3 is now getting fac-
tored in, says another analyst.

Nonetheless, ana-
lysts do not see these as
a major concern, at
least, for the large
banks. “For banks like
HDFC Bank and Kotak
Mahindra Bank, we
expect the trend to
reverse in a few quar-
ters,” said Srivastava.

Reliance Industries’
shares, too, fell 3.1 per cent in
the Sensex. The Street was dis-
appointed by weak numbers
for the petrochemical business
during Q3, said analysts. 

The markets came under
selling pressure also on the
account of rising oil prices
because of Libya’s eastern
strongman, Khalifa Haftar,
keeping virtually all of the
nation’s oil fields shut. In Iraq,
which is Opec’s second-biggest
producer, a strike at a key oil
field hit output. 

With agency inputs

Overseas investment via Mauritius dips
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The Smart Jubilant Life Sciences was up over 6% on Monday
adding to the 42% gains seen since August lows.
While separation and listing of the life sciences
and pharmaceutical business is driving the re-
rating, analysts say revised chemical prices will
lead to strong earnings

QUICK TAKE: TWIN BOOST FOR JUBILANT LIFE “The RBI’s Monetary Policy Committee may
also like to look at what is known as full
employment rate/Nairu (non-accelerating
inflation rate of unemployment) in setting
policy rates, as policy rate corresponding
to lower-than-actual Nairu may be
potentially inflationary!”

V K SHARMA, 
Former executive director, RBI

Valuation discount big comfort for HCL Tech investors
FY21 growth
outperformance
could be a
challenge

RAM PRASAD SAHU

A better-than-expected performance on
revenue and margins in the December
quarter as well as a guidance revision
should help HCL Technologies report
the best organic growth among large-
cap peers in 2019-20 (FY20). 

The company revised its revenue
guidance in constant currency terms for
the current financial year to 16.5-17 per
cent, from 15-17 per cent indicated earlier.
This will translate into an organic growth
of 10-11 per cent — the highest among
large-cap companies. 

Margin guidance, too, has been
increased to 19-19.5 per cent, from 18.5-
19.5 per cent. The margin revision comes
on the back of second consecutive quar-
ter of 20 per cent-plus operating profit
margins. This was achieved on the back
of higher productivity and a shift from

lower margin products. Given the 310-
basis point margin gains over the last
couple of quarters, analysts expect the
company to achieve the projected mar-
gin targets.   

The gains, both on the revenue as
well as the margin fronts, were led by
the products and platform business. On
the revenue front, the overall sequential
growth of 2.3 per cent was led by a 16.8-
per cent growth in the products busi-
ness, with IBM intellectual property
business contributing to incremental
revenues in the quarter. While a strong
deal pipeline will have a positive bear-
ing on the growth outlook, brokerages
highlight some wrinkles. 

Analysts at Phillip Capital believe the
strong organic growth in FY20 is an out-
come of a few large deals ramping up in
the fourth quarter of 2018-19 (FY19) and
the first quarter of FY20. This may not

recur in 2020-21 (FY21). 
Whether the company will be able

to achieve $625-million revenue from
the IBM deal in the first four quarters
is still ambiguous. Unlike in FY19, the
company has not won any $1 billion 
dollar-plus deals in FY20. This might
impact the growth outlook for FY21.
The management, however, indicated
that renewals have been steady, 
pricing demands have moderated, and
the deal pipeline has been the highest
in recent quarters. 

While there is lack of clarity on FY21
growth, what gives comfort are the val-
uations, which at 13.3x the FY21 esti-
mates are at a 38 per cent discount to
Tata Consultancy Services. This is higher
than the five-year average. Given the tar-
get prices are upwards of ~650, there is
an upside in the 10-20 per cent range
from the current levels.

Weak macros take the zing off HDFC Bank
Retail loan 
growth at 
multi-quarter low

HAMSINI KARTHIK

A few weeks ago, when HDFC
Bank published its December
quarter (Q3) loan growth and
deposit data, analysts were of
the opinion that the
widespread economic down-
turn wasn’t hurting it much.
This was tested over the week-
end, when HDFC Bank pub-
lished its Q3 results. 

While headline numbers
met estimates, quality of loan
growth and asset quality didn’t.
This explains the 1.8 per cent
dip in its stock price on
Monday. Net interest income
(NII) growth, at 12.7 per cent
year-on-year (YoY), is the weak-
est in 15 quarters. 

HDFC Bank’s yield on assets
fell from 9.3 per cent a year ago
to 8.9 per cent in Q3.

More importantly, much of
the 20 per cent YoY loan growth

was driven by corporate loans
(up 37 per cent led by working
capital loans and demand from
state-run companies).
However, pricing power in such
loans is relatively lower as com-
pared to retail loans, which
grew by just 14.2 per cent.

Barring personal loans and
credit cards, which grew 23 per
cent and 28 per cent (YoY in
Q3), respectively, other pockets
such as agri, gold and business
banking loans grew well below
the 15 per cent mark.

While HDFC Bank may be
making headway in consumer
loans via its credit cards and
personal loans, other segments
may take a while to rebound. 

Of the lot, vehicle loans
posted the weakest growth
numbers (1.3 per cent) and fell
below even Q2’s five per cent
growth rate, indicating that the
festive season didn’t help.

Analysts say that unless there
is a recovery in the economy,
HDFC Bank’s retail loan growth
could face more pain. It was at
a multi-quarter low in Q3.

Equally disappointing was
asset quality. While gross non-
performing assets (NPA) ratio
didn’t change much – 1.4 per
cent in Q3 – and was main-
tained at a year-ago and Q2 lev-

els, the problem was that slip-
pages or loans turned bad and
stood at ~5,340 crore. 

This pushed up the slip-
pages ratio to 2.3 per cent,
which is also a multi-year high
for the bank. Trouble from cor-
porate and agri-loan exposures
kept the number elevated and
accounted for 28 per cent of the
total slippages. 

Analysts at Kotak Instit-
utional Equities noted that
higher credit costs and slip-
pages in recent years reflect the
changing loan mix of the bank. 

With two main aspects (NII
and asset quality) challenged,
Q3 may be one of the few quar-
ters where fewer analysts
increased their expectation
from the stock.

While there is no reason to
turn cautious yet, investors
should moderate their near-
term expectations.

ASHLEY COUTINHO

Mumbai, 20 January 

Overseas investment from Mauritius into
India dipped last year as investors cur-
tailed fresh investment from the region

in favour of countries, such as the US, Ireland,
and Luxembourg. 

Fresh fund registrations from Mauritius
dropped with only 4.3 per cent of new foreign
funds coming from that country since the begin-
ning of 2019. The comparable number for the US
is 32 per cent and that for Luxembourg and
Ireland together is 24 per cent. In 2015, fresh reg-
istrations from Mauritius stood at 8.4 per cent. 

Average monthly assets under custody from
Mauritius slid 10 per cent in 2019 to ~4.33 trillion
over the previous year, with equity investment
slipping 10 per cent to ~3.97 trillion, the data from
NSDL shows.  “Investors, who were earlier using
Mauritius only to avail of the treaty benefits, have
certainly become circumspect after amendment
to the treaty, and the GAAR (General Anti-avoid-
ance Rule) being introduced under the Indian
income-tax Act since there is no real benefit of
routing funds through Mauritius now in the
absence of proper substance there,” said Divaspati
Singh, partner, Khaitan & Co.

India had renegotiated its tax treaties with

Mauritius in 2016. Based on the new arrangement,
Indian equities acquired before April 1, 2017, were
grandfathered and granted capital gains tax
exemption. Shares acquired on or after this peri-
od, and sold before April 1, 2019, had to pay a con-
cessional tax at 50 per cent of the domestic rate.

Many long-only equity funds from Mauritius
continued to operate from these regions during
this transition phase, given the grandfathering
clause still applied. Now that the transition period
has ended, there is no add-on benefit in operating
from these countries for equity funds, said experts. 

Equity investments on or after April 1, 2019,
are taxed at 10 per cent for investments greater

than a year, and at 15 per cent for those below.
Neha Kulkarni, director at Wilson Financial
Services, said that investors who are keen on
transacting in currency and stock derivative
might want to re-think on Mauritius because of
the reduced investment limits in these products
for the category II FPIs. 

Recent regulatory guidelines for FPIs have
classified more than three-fourth of Mauritius
funds as category II. “The position limit on stock
and index derivatives for category II FPIs stands
much-reduced compared to that for category I
FPIs. The trades of category II FPIs that are cor-
porate bodies, individuals or family offices are to

be margined upfront; also, enhanced KYC is
required,” said Kulkarni.

The country might also lose out to
Singapore in the long run. “Unless Mauritius
makes an effort to become a direct member of
the Financial Action Task Force (FATF), it would
be very difficult for Mauritius to maintain its
status of holding the majority of FPIs on its
soil,” said Kulkarni.

“It may be easier to establish substance in
Singapore because of its connectivity and avail-
ability of a large workforce. Singapore’s new vari-
able capital company regime, if rolled out suc-
cessfully, may also make it easier for setting up
India-focused hedge funds and credit funds in
the country,” said Singh.

But, Mauritius remains a preferred desti-
nation for Asian investors, especially those
wanting to invest in debt and derivatives, as
there is no tax to be paid on investments in
these asset classes, except for the interest part
in the debt instrument. It is ranked number
two by FPI assets, ahead of Luxembourg,
Singapore and the UK.  

“The amended Mauritius treaty provides
certain benefits for investments in Indian debt
securities, such as a lower withholding of 7.5 per
cent. However, any treaty benefit will be subject
to the rules under the GAAR, where any fund
or entity seeking treaty benefits will have to
show sufficient commercial substance and jus-
tification for investing thorough Mauritius,” said
Singh, adding that the entry barrier for setting
up funds in Singapore, Luxembourg and Ireland
is still significantly higher than that in Mauritius.

Indices skid over
earning concerns,
spike in oil prices

Centre rejigs CPSE ETF
JASH KRIPLANI

Mumbai, 20 January 

Government-owned firms saw sharp
share price movements on Monday,
following exclusion and inclusion of
certain stocks  in the Nifty CPSE index,
which acts as an underlying portfolio
for the CPSE Exchange Traded Fund,
which is used by the government to
monetise its PSU holdings.

The share price of Indian Oil (IOCL)
closed 4.2 per cent lower, while price
of Power Finance Corporation (PFC)
slipped 7.9 per cent. Effective from
January 24, IOCL and PFC will be
excluded from the index, while Cochin
Shipyard, NHPC, NMDC, and Power
Grid Corporation of India will be added
to the index. The share price of Cochin
Shipyard ended 3.5 per cent higher.
Hydropower player NHPC (11.8 per
cent), NMDC (7.1 per cent) and Power
Grid (3.7 per cent) posted robust gains
on Monday.  “Shares of these firms
gained as they can now attract large
institutional investor flows after being
part of an ETF,” said Vinay Khattar,
head of research, Edelweiss Broking.
The eligibility criteria for the CPSE
index was also changed. Earlier, stocks
where the government held over 51.5

per cent stake were eligible for inclu-
sion. Now, stocks where the govern-
ment holds more than 51 per cent stake
are eligible.  With strategic sales in firms
like BPCL, Air India and Container
Corporation looking unlikely in this fis-
cal, investment bankers say the Centre
plans to raise ~9,000 crore-~10,000
crore through the next tranche of CPSE-
ETF in February.   Experts say that the
Centre has included stocks where there
is enough cushion over the 50 per cent
holding-mark. At the end of December,
the assets under management for the
CPSE ETF managed by Nippon India
MF stood at ~10.459.53 crore. 

ITI to raise ~1.6K cr through FPO
SAMIE MODAK & PRESS TRUST OF INDIA 

Mumbai, 20 January

State-owned Indian Telephone
Industries (ITI) will have a  ~1,600-
crore follow-on public offer (FPO)
on Friday. The FPO comprises fresh
issue of up to 180 million equity
shares. An additional issue consti-
tuting up to 1.8 million shares will
be reserved for employees.

The issue will open on Friday,
January 24 and close on Tuesday,
January 28, the company said in a
statement on Monday. The last FPO
to hit the market was in 2014 by state-
owned Engineers India. Market play-
ers said FPO as a fund raising instru-
ment has lost its appeal, as companies
these days opt for newer methods like
offer for sale (OFS) or institutional
placement programme (IPP).

The price band for the FPO will
be announced on Wednesday.
Proceeds of the issue will be utilised
towards working capital require-
ments, repayment of loan taken by
the company, and for general corpo-
rate purpose. On Monday, shares of
ITI ended at ~103, down 0.3 per cent.
The company has a market cap of
~9,226 crore. The public issue is being

managed by BOB Capital Markets,
Karvy Investor Services and PNB
Investment Services. The FPO will
help the company meet Sebi’s
requirement of minimum 25 per cent
public shareholding. The govern-
ment holding in the company is cur-
rently at 90 per cent.

ITI is into manufacturing of a
diverse range of Information and
Communication Technology (ICT)
products and solutions. Its cus-
tomers include BSNL, MTNL,
defence, paramilitary forces and

state governments. 
The company has a strong order

book of ~11,051.12 crore as on
December 2019, which includes var-
ious government projects such as
ASCON, BharatNet, Network for
Spectrum, smart energy meters,
space programs and e-governance
projects. ITI said it is looking to lever-
age their relationship with the Centre
and various public sector units, mod-
ernise its infrastructure and technol-
ogy, as well as team up with innova-
tive technology leaders and start-ups.

IRFC files for IPO
The Indian Railway Finance
Corporation (IRFC) has filed draft
papers with markets regulator Sebi
for its initial public offering (IPO).

The public issue is of up to
1,407,069,000 equity shares, of
which up to 938,046,000 equity
shares are fresh issue, and up to
469,023,000 equity shares are offer
for sale, according to the draft red
herring prospectus. The net proceeds
from the offer are proposed to be
utilised towards augmenting the
company’s equity capital base to
meet future capital requirements. PTI

CREATING WAVES
Rejig triggers sharp stock movements

Exclusions Change (%) Govt stake (%)

Indian Oil -4.2 51.5

Power Finance -7.9 55.99

Additions Change (%) Govt stake (%)

Cochin Shipyard 3.5 75.2

NHPC 11.8 73.11

NMDC 7.1 72.28

Power Grid 3.7 54.97
Source: Exchanges, shareholding as 
of December 31, 2019

MAPPING THE
SLIPPAGES 
Slippages (%)

Q1 FY19 2.1

Q2 FY19 1.8

Q3 FY19 2.1

Q4 FY19 1.8

Q1 FY20 2.0

Q2 FY20 1.7

Q3 FY20 2.3

Source: Brokerages

FPI ASSETS
FROM

MAURITIUS 

Average assets under custody (~ trn)
Equity         Debt

Source: NSDL

2015 2016 2017 2018 2019

3.984.434.674.034.46
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We’re too small to
act against India, 
says Malaysia PM
REUTERS
Kuala Lumpur/Mumbai, 20 January

Malaysia will not take retaliatory
trade action against India over its
boycott of palm oil purchases amid
a political row between the two
countries, its Prime Minister
Mahathir Mohamad said on
Monday, even as thousands of
tonnes of imports oil are delayed or
lie stuck at various Indian ports.

The Malaysian government also
said that its trade minister Darell
Leiking was open to the idea of hold-
ing talks with his Indian counterpart
Piyush Goyal during the World
Economic Forum gathering in
Davos. But an Indian trade ministry
official told Reuters on Sunday that
Goyal is unlikely to meet Leiking in
Davos because of his tight schedule.

“We are too small to take retal-
iatory action,” Mahathir told
reporters in Langkawi, a resort
island off the western coast of
Malaysia. “We have to find ways
and means to overcome that.”

Mahathir has been critical of
India over the Citizenship Amend-
ment Act (CAA) and the Kashmir
issue. Malaysia is the second biggest
producer and exporter of palm oil
and India’s restrictions on the
refined variety of the commodity
imposed on January 8 have been
seen as a retaliation for his words.

India has been Malaysia's
largest palm oil market for the
past five years, presenting the

Southeast Asian country with a
major challenge in finding new
buyers for its palm oil.

Benchmark Malaysian palm
futures fell nearly 10 per cent last
week, their biggest weekly decline
in more than 11 years.  India has
stepped up orders from Indonesia,
according to Refinitiv data.

Because of the ban, “more than
30,000 tonnes have been stuck at
various Indian ports. All these ves-
sels were loaded before the govern-
ment restricted imports of refined
palm oil”, said a Mumbai-based veg-
etable oil dealer. There are such
reports from Kolkata and Mangaluru.

“Usually, customs officials allow
unloading of commodities that are
in transit before any change in regu-
lation,” the dealer said.

A source in New Delhi said the
restrictions mean importers will
need a licence to buy, a tool that
could be used to deny or delay ship-
ments from Malaysia.

JSPL builds up hope after a good Q3
Analysts expect better volumes, led by expansion and operating efficiencies, to drive future earnings
UJJVAL JAUHARI
New Delhi, 20 Monday

In a quarter that saw steel prices
coming under pressure and
falling to a one-year low, Jindal

Steel and Power (JSPL) did well,
reporting a 7.7 per cent sequential
improvement in operating per-
formance in its India business. For
the quarter ended December 2019
(Q3), while rising volumes and
improved operating efficiency at
its Angul plant helped, declining
raw material prices proved sup-
portive. Notably, JSPL’s prospects
are seen improving, and analysts
say there are more gains for the
stock, which has almost doubled
in less than four months.

JSPL’s domestic steel sales vol-
umes grew 21 per cent sequentially
and 34 per cent year-on-year to 1.61
million tonnes (MT) in Q3. Steel real-
isations, as extrapolated by analysts
by dividing revenues by sales vol-
ume, however, continued to decline
and were down 16 per cent sequen-
tially to ~39,023 per tonne. Yet, JSPL’s
domestic operations reported an 8
per cent sequential rise in earnings
before interest, tax, depreciation
and amortisation (Ebitda) at ~1,352
crore. On a year-on-year basis, even
though Ebitda was down 9 per cent,
it came better than estimates of bro-
kerages, such as Motilal Oswal
Financial Services, which had

pegged the number at ~1,220 crore.
Sales at its overseas subsidiary,

Oman Steel, at 570,000 tonnes,
too, were up 27 per cent sequen-
tially, and its Ebitda of ~230 crore

came way ahead of analysts’ esti-
mate of ~150 crore.

JSPL’s power segment, however,
disappointed as it was impacted by
low coal availability. This meant

power generation declined 27 per
cent year-on-year in Q3. The power
segment’s Ebitda, thus, was down
14 per cent sequentially and 5.8 per
cent year-on-year. As a result, it also
weighed on JSPL’s consolidated
performance, which came slightly
below the Street’s expectations.

At the net level, JSPL posted a
consolidated adjusted loss of ~224
crore after accounting for ~1,000
crore each in interest and depreci-
ation costs. The loss in the
September quarter was ~300 crore.

Analysts are positive on JSPL’s
prospects. While expanded capac-
ity at the company’s Angul plant is
helping improve volumes and
operational efficiencies, the
domestic steel price has now
rebounded. The average steel price
had dipped by about ~3,500 a
tonne during the December quar-
ter. It has seen a surge since
December, and is likely to remain
firm. So, expect JSPL to benefit
from improving realisations, high-
er volumes, and better operating
efficiencies. Its Angul plant has
now become more cost efficient as
compared to the Raigarh plant.

The start of its cost-efficient DRI
plant (direct reduced iron; using
coke-oven gas) will improve metal
availability for steel production to
13,000 tonne per day (tpd) from this
month, as against 10,000 tpd earlier,
say analysts. This implies that

annual steel production of 4 MT will
be achievable at Angul plant at com-
petitive costs. The fourth unit of
JSPL’s 500,000 tonne per annum
coke-oven battery will also supply
coke to the Raigarh plant, substitut-
ing the high-cost purchased coke.

The power segment should also
rebound in the current March quar-
ter, led by better availability of link-
age coal, says the company.
However, the bigger gains will be
visible once JSPL finalises the pow-
er purchase agreements (PPAs). As
demand recovers, visibility for
medium-term contracts should
reappear, say analysts. Over the
next few years though, analysts
expect improvement in PPAs as the
oversupply situation in the power
market is expected to reduce with
lower capacity additions and old
plants going off stream.

Post results, analysts at Motilal
Oswal have maintained their ‘Buy’
rating on JSPL, led by visibility of
strong volume growth, and have a
target price of ~210. All seven ana-
lysts polled by Bloomberg post
results have a Buy on the stock;
their average target price is ~223.

The good Q3 numbers, which
came over the weekend, helped the
JSPL stock gain 1.6 per cent to
~179.25 on Monday as compared to
1 per cent fall in the Sensex, taking
overall gains to over 93 per cent
since September lows.

How do you explain the
divergence in the economy and
the market performance? 
The market performance is
being driven by stocks and sec-
tors which are benefiting from
the disruption in the economy.
These are companies that are
consolidating, gaining market
share, and increasing profitabili-
ty, as competition reduces. Easy,
and indiscriminate access to
capital in the past had led to irra-
tional competition in sectors,
such as banking, cement, steel,
and construction. This was not
allowing these sectors on aggre-
gate to even earn the cost of capi-
tal. As capital becomes more dis-
cerning, we see profitability
improving across sectors, driving
stock performance of the win-
ners. Our research indicates that
return on capital started improv-
ing across most sectors from
2016-17 (FY17) onwards, even as
the risk-free rate has declined.
This indicates that companies
are adding more value today

over their cost of capital than any
time since FY11, driving stock
performance.

Do you think the market has
priced in a recovery in earnings
and economic growth and gains,
hereon, could be muted? What’s
the market outlook for 2020? 
It is tough to make a general
statement on what is priced in
for the market, but we do not see
much more of a challenge than
normal in picking stocks. We are
constructive on the market in
2020, and believe that low dou-
ble-digit returns (compared to
the risk-free rate of 6.5 per cent)
is possible.

Most global analyses suggest  the
environment is favourable for
equities. Do you subscribe to this
view? 
Last year was a particularly good
year for global equity markets.
After a solid year, follow-through
could be more of a challenge giv-
en that some of this return in a

strong year is typically generated
through valuation re-rating. CY
2019 was no different, as most
markets witnessed valuation
expansion. This would imply
lower returns in 2020, in general.
For India, we believe investors
will still be adequately rewarded
for equity risk in 2020, on top of
good returns in 2019. A
favourable equity environment
typically translates into positive
equity flows, and 2020 should be
no different. 

So far this year, we have seen the
broader markets outperforming
large-caps after a long time. Is
this trend sustainable? 
We are recommending investors

to stay very selective when it
comes to smaller companies.
Capital markets are going to
remain very discerning around
management quality and gover-
nance, which will impede a
strong broad-based rally in
smaller companies which we
saw from 2014 to 2018. Smaller
companies typically find it more
challenging to hire high-quality
management teams, and we
believe that the mar-
kets will remain
more discerning
than in the past
around quality of
management, and
capital allocation
policies of  firms.

What’s the earnings
growth forecast for the next
financial year? What will drive
earnings growth? 
We believe that the consensus
earnings estimate of 15 per cent
for FY20, and 20 per cent of FY21
are achievable, with potential for
modest upgrades. Tax rate cuts
have been a substantial aid to the
earnings cycle.

What are the key risks for the
market? Do you think oil prices

could de-stabilise our markets
and economy? 
One of the biggest risks to the
market is emanating from
geopolitics, driving oil prices
substantially higher. Leaving
aside this obvious risk, if the
cyclical downturn in India
becomes secular, it will finally
start impacting the markets.
Stocks are pricing in some level
of normalisation in demand, and

a secular downgrade
in growth will
become an issue for
the broader market.
This can happen if
consumer and busi-
ness sentiment,
which has been
impacted owing to
recent noise,

becomes entrenched. This is still
not our base scenario since we
believe the flow from structural
reforms will eventually start per-
colating into the economy.

Which sectors and themes will
do well going ahead? 
Consolidation and import sub-
station are themes that should
continue to do well in 2020.

More on business-standard.com

‘Expect low double-digit returns in 2020’
Despite the weakness in the economy, the market has been charging
ahead. MUKULKOCHHAR, co-head of equities, India, Investec, says
companies benefiting from the disruption in the economy are driving up
the market. In an interview with Samie Modak, he says consolidation and
import substation will be the key themes this year. Edited excerpts:

Govt-owned oil firms float
season’s 2nd ethanol tender
DILIP KUMAR JHA
Mumbai, 20 January

The central government’s
three oil marketing
companies (OMCs) have

floated a second tender for
ethanol to supply the petrol-
blending programme.

They want a total of 2.53 bil-
lion (bn) litres, for supply
between February 1 and
November 30. In response to
the first tender, floated in
September 2019, the mills
offered less than a third of
what the OMCs asked for. 

In the present one, Indian
Oil Corporation (IOC) says it
needs 1.07 bn litres, Hindustan
Petroleum (HPC) 787 million
and Bharat Petroleum (BPC)
672 mn litres. Made from sug-
arcane juice, sugar or sugar
syrup, B or C heavy molasses or
damaged foodgrain. 

Given the poor response to
the first tender, experts doubt if
the second one would succeed.
Of the 5.11 bn litres asked for in
the first one, mills contracted
to supply only 1.56 bn. This was
due to estimates of a decline in
production this year, following
lower cane supply.

“We would be happy if the
mills achieve the ethanol
quantity supplied to OMCs last
year,” said Abinash Verma,
director-general, India Sugar
Mills Association (Isma).

In response to what mills

offered in the first tender, the
three OMCs had finalised a
total of 1.56 bn litres, compris-
ing 616.3 mn litres from B

heavy molasses and 106 mn
from cane juice.

This year's cane crop was
damaged in monsoon and

post-monsoon floods. Isma
had reported a 26 per cent
decline in sugar production at
10.86 million tonnes for the
period between October 1, 2019
and January 15, 2020, as com-
pared to 14.74 mt in the same
period a year before.

The central government
has fixed the ethanol procure-
ment price at ~59 a litre, with a
variation of a couple of rupees
depending on proximity of
supply. 

Isma data shows the OMCs
floated tenders for 3.32 bn
litres of ethanol in the previous
cane crushing season (October
2018 – September 2019). Of
which, they finalised supply
for 2.39 bn and finally lifted
only 1.87 bn litres.

Since they are aiming at
five per cent blending, the
requirement for the current
season has increased. 

“A number of mills have set
up independent distilleries and
existing ones have expanded
capacity to increase its supply
in future,” said Verma. 

Vijay Banka, managing
director at Dwarikesh Sugar
Industries, said: “We have
commissioned a new 100 klpd
(kilo or thousand litres per
day) distillery at our Bijnor
facility in UP. The capital
expenditure of approximately
~145 crore will enable benefits
to accrue across the foresee-
able future.” 

IN LOW SPIRITS
Ethanol blending (in million litres)

Qty. required Qty. lifted

*Based on 5 per cent annaul requirement; **as per 1st tender for oil marketing companies,
quantity required=quantity lifted Source: Indian Sugar Mills Association

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20**

2.2 2.1 1.2 2.4 2.8 1.5
Blending with petrol achieved* ( in %)

Want 2.53 billion litres from sugar mills; last time, the response was poor
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SANJAY KUMAR SINGH

Aggressive hybrid funds, popularly
known as balanced funds, which
have an equity allocation of above
65 per cent in their portfolio, have
seen large outflows in recent
months. The assets under manage-
ment of this category declined by
~1,931 crore in December and ~4,071
crore in November 2019.

One reason why the category is
seeing redemption is mis-selling. A
lot of people, including those who
are retired or are about to retire,
were sold these funds with the
promise that they would offer reg-
ular monthly dividends of 11-12 per
cent a month.

From 2016 to the start of 2018,
there was a rally in mid- and small-
cap stocks. Without
taking into considera-
tion the relatively con-
servative profile of the
customers they cater to,
many balanced fund
managers entered
these stocks in a big
way. Some had as
much as 50 per cent
exposure to
mid- and
small-cap
stocks in the
equity por-
tion of their
portfolio.
The down-
turn in
these stocks
from the
start of 2018
and the nar-
rowness of the market rally in the
recent past has led to these funds
underperforming.  

Many of these funds have
stopped paying dividend, which has
upset retirees who had entered
those expecting regular payouts.
Some funds are still paying a divi-
dend, but at a reduced rate. They
are making these payouts from their
accumulated profits. But this is
leading to erosion in the value of
the fund portfolio, which many con-
servative investors are miffed about.  

However, the aggressive hybrid
category does have merits. It has
the ability to offer almost equity-
like returns with much lower
volatility. “When we ran the num-
bers, we found that these funds
are able to capture about 85 per
cent of the returns of equity funds
with much lower standard devia-
tion,” says Shridatta Bhanwaldar,
fund manager-equities, Canara
Robeco Mutual Fund.  

A balanced fund manager has
the option to switch between equi-
ty and debt. In an equity fund, he
can only move from equity to cash.
The latter does not generate any
return. “When the markets turn
volatile, balanced funds reduce
their equity exposure from 75-80
per cent to around 65 per cent. They
invest 35 per cent of their portfolio
in debt where it earns some return.
This provides stability to the returns
of these funds during volatile phas-
es in the market,” says Sousthav
Chakrabarty, co-founder and chief
executive officer, Capital Quotient.
Since these funds maintain mini-
mum 65 per cent allocation to equi-
ties, they enjoy the more favourable
equity-like tax treatment.

Being hybrid funds, they also
offer investors the
benefits of asset allo-
cation and rebalanc-
ing. Most retail
investors who invest
in separate equity
and debt funds fail to
rebalance. Here, the
fund manager per-
forms this task on

their behalf.
Retirees

who were
mis-sold
this prod-
uct, or mis-
understood
it, should
exit. “A 65-75
per cent
allocation to
equities
may not suit

many retirees,” says Chakrabarty.
Those who are dependent on their
investments to meet their regular
expenses, or want safety of capital,
will be better off going into fixed-
income products like Senior Citizens
Savings Scheme that make a quar-
terly payout at the rate of 8.6 per cent.

People who were earlier invest-
ing only in fixed-income products
but now want a taste of equities
with lower volatility (than in pure
equity funds) may enter or stay
invested in balanced funds.  

When selecting a fund from this
category, make sure the fund man-
ager does not take high exposure to
mid- and small-cap stocks when
they are rallying. Around 30 per
cent should be the upper limit. The
debt portion of these portfolios
should also be run conservatively,
with the fund manager avoiding too
much credit or duration risk. Enter
with at least a five-year horizon and
be prepared for some volatility.

YOUR     MONEY

Aggressive hybrid
funds are not 
for the retired
If you were mis-sold this product with 
the promise of regular dividend, exit it

BETTER RETURNS 
WITH LOW VOLATILITY Returns (%)

1 year 3 years 5 years 7 years 10 years

Minimum -7.34 3.08 2.35 8.07 6.91

Average 10.24 8.79 7.17 11.54 9.77

Maximum 19.51 13.02 9.78 14.36 13.33
Source: mutualfundindia.com

MUKUL KOCHHAR  
Co-head of equities, 
India, Investec 

IMPORT BAN ON PALM OIL

Malaysian PM Mahathir Mohamad
has been critical of India over the
Kashmir issue and CAA

Consolidated financials, E: estimates, 
Ebitda: Earnings before interest, tax, 
depreciation and tax
Source:  Motilal Oswal Financial Services

BETTER EARNINGS FORECAST 
in ~ crore Q3FY20 FY20E FY21E

Netsales 9,300 38,367 39,430 

% change y-o-y -2.8 -2.6 2.8

Ebitda 1,820 7,988 9,540 

% change y-o-y 19.6 20.8 24.19

Netprofit/-loss -224 -386 780

> PRICE CARD

As on Jan 20 International Domestic
------------- ------------- ------------- ------------- ------------- ------------- ------------- ------------- ------------- ------------- ------------- -------------

Price %Chg# Price %Chg#

METALS ($/tonne) 

Aluminium 1,796.0 3.9 2,067.2 8.1

Copper 6,276.5 9.1 6,581.4 9.4

Zinc 2,434.0 -2.2 2,657.9 1.1

Gold ($/ounce) 1,559.5* 4.7 1,747.4 4.7

Silver ($/ounce) 18.1* 2.8 20.4 3.4

ENERGY

Crude Oil ($/bbl) 65.0* 10.2 64.6 7.6

Natural Gas ($/mmBtu) 1.9* -17.2 1.9 -16.0

AGRI COMMODITIES ($/tonne)

Wheat 195.3 10.8 316.3 8.7

Sugar 401.0* 19.4 492.0 0.5

Palm oil 765.0 43.0 1,237.5 43.2

Rubber 1,523.6* 10.9 1,940.7 14.1

Cotton 1,570.8 9.3 1,631.3 0.8
*As on Jan 20, 20 1800 hrs IST, # Change Over3 Months
Conversion rate 1 US D = 71.1& 1 Ounce = 31.1032316 grams.
Notes
1) International metals, Indian basket crude, Malaysia Palm oil, Wheat LIFFE
and Coffee Karnataka robusta pertains to previous days price.
2) International metal are LME Spotprices and domestic metal are Mumbai
local spotprices except for Steel.
3) International Crude oil is Brentcrude and Domestic Crude oil is Indian basket.
4) International Natural gas is Nymexnearmonth future & domestic natural
gas is MCXnearmonth futures.
5) International Wheat, White sugar& Coffee Robusta are LIFF  E future prices
of nearmonth contract.
6) International Maize is MATIF nearmonth future, Rubber is Tokyo-TOCOM
nearmonth future and Palm oil is Malaysia FOB spotprice.
7) Domestic Wheat& Maize are NCDEX future prices of nearmonth contract,
Palm oil & Rubberare NCDEXspotprices.
8) Domestic Coffee is Karnataka robusta and Sugaris M30 Mumbai local spotprice.
9) International cotton is Cotton no.2-NYBOT nearmonth future & domestic
cotton is MCXFuture prices nearmonth futures.
Source: Bloomberg Compiled by BS ResearchCompiled by BS Research Bureau
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Chennai, 20 January

Walk into a supermar-
ket and it is impossi-
ble tomiss theassort-

ed range of home cleaners
stacked up on the shelves,
some are chemical-free solu-
tions promising the sensitive-
nosed, freedom from allergic
reactions and others come in
convenient packs, optimised
for small urban households.
ForLizol, theReckittBenckiser
(RB)brandthathasspentclose
to two decades in the Indian
market, the fight against this
crowdofchallengers isnot just
another turf battle. The new
brands not only threaten its
crown, inthe~1,000croremar-
ket (industry estimates based
onNielsen data), but also her-
aldachangingconsumer land-
scape andBrandLizol is fight-
ing to stay relevant.

Theconsumer isno longer-
choosing between branded
andunbrandedfare. Andwith
products that are affordable,
safe and promise to be envi-
ronment-friendly, the new
brands are no longer slicing
the market into an organised
vs unorganisedwar zone.

Inkeepingwiththeshifting
marketplace environment,
Lizol is localising its products,
introducing reusable packag-
ingandcomingupwithherbal
variants. It is also expanding
thescopeof thebrandtocreate
newoccasions for purchase.

Lizol is the market leader
with about 60 per cent share
saysSukhleenAneja,CMOand
marketingdirector,RBHygiene
Homes South Asia and adds
that the company’s ad cam-
paigns aim to expand Lizol’s
influenceinsideIndianhomes.

The company has also
launched a special cleaner for

cementfloorsinfourstatesthat
use such flooring extensively,
Tamil Nadu, West Bengal,
KarnatakaandKerala.Thecom-
panysaysthat thecementfloor
cleaner is a global first and has
been launched after years of
research that revealed Indian
homes were particularly con-
cerned about white
patches/stains on such floors.
“The floor cleaner category is
growing in double digits and
with growing urbanisation, is
poised to accelerate. We
realisedthatwhilethemarketis
focused on tiles and marble
floors, theneedformostIndian
consumers having cement
floors has still not been
addressed,"saidAneja.By2020,
more than 18 crore homes in
India will have cement floors
with33per cent suchhomes in
South India. “This product is a
global first and it is heartening
for the R & D team to bring a
product that is core to Indian
homes,” said Navin Sharma,
head- InnovationHub at India
R&D,RBHygieneHome.

AmbiParameswaran,brand
strategistandfounderofBrand-

Building.comsaid,“Theideaof
launching a cement floor vari-
ant at a lower price point is
interesting. But given the SEC
(socio economic class)of the
consumer, the product at ~25
for100mlisnotcheap(Regular
Lizol price is ~38 for 200ml). A
sachetpackthat is lowerpriced
could help improve product
acceptance. Most of the con-
sumersinthisSECareprobably
using Nirma or Ghadi.
Upgrading themwill beachal-
lenge. RBwill have to improve
theVFM(valueformoney)quo-
tient of the offering and at the
same time protect the mother
brand from cannibalisation
issues.” (The Lizol cement
cleaner variant is available in a
reusable pouch priced at ~25.)

The brand is being aimed
at the millennial household-
er. The advertising narrative
for Lizol and its packaging
size and design, everything
is geared to win the approval
of young and millennial
householders.

Research showed that this
group of consumers is con-
cerned about the quality of

chemicals used in cleaning
products and the company
said it has increased its focus
onherbal-natural alternatives.
Lizol is now available in tulsi,
neemandother such variants.

In its ads, released in a
numberof regional languages,
the company has also sought
to use the brand’s equity as a
floor cleaning agent to crack
open the surface cleaning cat-
egory, a segment that still
remains largelydependenton
home-grown solutions.

An internal survey around
the people’s perception of
kitchen cleanliness across six
cities in India (1,400 people)
showed that barely 13per cent
respondents use a germ pro-
tector to clean their kitchens.
Most used soap andwater for
the job. The ads drive home
theneed for specialised clean-
ing solutions, said Aneja. For
Lizol’s brand custodians, the
battle to stay relevant over the
next decade will be as much
as keeping the challengers at
bay, as about battling popu-
lar perceptions about clean
homes.

RB hunts for relevance in
newpacksand formats
TheBritishconsumergoodscompanyextendsLizoltonewsub-categories
andproductformats,alignsthebrandaroundemergentconsumerneeds

Released in several languages, an ongoing campaign presents the brand asmass cleaning
solution that can tackle local problems

Telcos...
In the caseof spectrum, theDoTagreed to
a staggered payment scheme for 16 years
withatwo-yearmoratoriumandanupfront
payment of 25 per cent to 35 per cent,
dependingonthespectrumbandthatatel-
co bought. Responding to the financial
stressintheindustry,especiallyinthecase
ofVodafoneIdea,thegovernmentrecently
offered another two years’ moratorium
fromnext financial year.

Thatwouldmean forgoing revenuesof
around ~50,000 crore temporarily for the
nexttwofinancialyears.However,failureto
get relief would put the industry inmajor
financial stress and, analysts say, could
meantheendoftheroadforVodafoneIdea,
which is highly leveraged andhasmade it
clear that itwillhavenochoicebut toclose
downoperations.Themove,however, has
hardly any impact on Reliance Jio, which
has to forkout ~60crore asAGRdues and,
sources say, it is planning topay the entire
amountbeforethedeadline.AquerytoJio
didnotelicit any response.

Bharti Airtel, according to sources,will
also have to pay ~2,100 crore arising out of
duesonTelenor’saccount(thefirmmerged
withBhartiAirtel).

Sources said Sunil Mittal, chairman of
Bharti Airtel, andKumarMangalamBirla,
chairmanofVodafone Idea,werebelieved
to have met Telecom Secretary Anshu
Prakash on Saturday to discuss the dues
and thewayahead for them.

Telecomcompanies arehavingdiscus-
sionsonapossiblestaggeredpaymentplan.

TheCellularOperatorsAssociationofIndia
(COAI),theapexassociationoftheindustry,
had suggested a 10-year payment scheme
withatwo-yearmoratorium,assumingthat
therewouldbeno interestorpenalty.

Companies say the government has
earned about ~17,500 crore as licence fees
and SUCs. “We are no longer questioning
theamountthatwehavetopay.Theimpor-
tant question is how we pay it in a stag-
gered way, especially as most of the com-
paniesarepubliclimitedwithshareholders
and ensure it is a viable business,” said
RajanMathew,directorgeneral,COAI.

The four companies appealing before
thehighestcourthave to forkout~1,05,228
crore, based on the telecom department’s
calculations.

Vodafone Idea has to pay the most:
~53,000crore.

Based on these calculations, the three
players have to pay over ~10,000 crore if
they pay 10 per cent upfront this financial
yearordouble theamount if it ispeggedat
20 per cent. However, if the amount of all
telcos is recovered, the upfront payment
would be ~14,000 crore at 10 per cent and
double that amountat 20per cent.

TheTata groupdoesnot have any tele-
combusiness currently.

IMF...
IMFChiefEconomistGitaGopinathsaidin
ablogpostthatthebiggestcontributortothe
revision of global economic growth was
India,wheregrowthslowedsharplyowing
tostressinthenon-bankingfinancialsector
andweak rural income growth. She, how-
ever, said growth momentum should
improvenext year due to factors like posi-

tiveimpactofcorporationtaxrate
reduction.

She said the pick-up in global
growth for 2020 remains highly
uncertainas it relieson improved
growth outcomes for stressed
economies like Argentina, Iran,
and Turkey, and for under-per-
forming emerging and develop-
ing economies such as Brazil,
India, andMexico.

IMF Managing Director
KristalinaGeorgievasaidthereal-
ity is global growth remains slug-
gish even as she mentioned that
monetaryeasinghashelpedtosta-
bilise theglobal economy,adding
roughly 0.5 per cent to global
growth. However, she said that a
more comprehensive solution
wouldbeneeded if global growth
slowsagain. “Acoordinated fiscal
response can boost growth,” she
said while calling for a “spirit of
cooperation”.

SachinBansal...
This process culminated in him
acquiring around 90 per cent in
Bangalore-headquartered
Chaitanya India Fin Credit, a
microfinance firm, in September
last year.

Chaitanya operates as a sub-

sidiaryofNavi,whichhasalsostruckdeals
tobuyEsselMutual Funds (Securities and
Exchange Board of India approval await-
ed) from Zee Group, and DHFL General
Insurance(fromWadhawanGlobalCapital)
while ithas recentlyacqui-hired tech-con-
sultingbusinessMavenHivetobeefupengi-
neering.

Navi,whilebeingaholdingfirm, isalso
atechnology-cum-operatingcompany,and
is helping create a digital product suite on
topofChaitanya’smicro-financeportfolio.

TheappwillalsohelpChaitanyadigitise
its operations and reduce operating costs.
Some of its applications may look at
empoweringfieldagentswithsmartphones
or even bringing down cash usage among
customers using digital payments on the
app. The appmay also serve as a point to
collect customerdata for creditprofiles.

“We bring some technology thinking
and scale it faster,” said Bansal, without
divulgingthetimelineof theroll-outof the
app,orotherproducts.

In the next phase, Bansal says
Chaitanya,whichwaspredominantlypres-
ent in Karnataka and Maharashtra with
around 176 branches and 400,000 cus-
tomers,allofwhomarewomen,isexpand-
ing into Bihar, Chhattisgarh, and Uttar
Pradesh.“They(Chaitanya)hadalotofcap-
italconstraintsearlier,whichissomething
we solved for them. Now, they are now
goingtoexpandfaster,andwewanttotake
itnationalover time.”

Bansal saysChaitanyawill tap external
funding for its capital requirements, but
onlythroughdebt,whilehewillcontinueto
completely own themicrofinance firm. “I
amnotdoingit forthenextfiveor10years.
Iamthinkingaboutthenext15or20years.
Sowehavealonghorizonandwanttokeep
the maximum flexibility with us to drive
thegoals andobjectives,”Bansal added.

Maruti,Hero...
“ThereisresidualBS-IVinventoryof limit-
edmodelsinsomemarketsacrossthecoun-
tryonwhichthecompanyisrunningalim-
ited ‘2020’ offer. This offer may be
supplemented by dealers,” a Hero
spokespersonsaid.

Hero has started sales of BS-VImodels
andis“aggressivelyensuringtheavailabil-
ity of BS-VI products across the country,”
the spokesperson said. The prices of the
BS-VImodelsare~7,000-8,000higherthan
theBS-IVvariants.

Lavasa...
BSE-listedOberoiRealty,ontheotherhand,
joinedtherace forLavasaCorporation,cit-
ing synergiesofoperations.

During theCoCmeeting,ARCIL,aCoC
member,hadsupportedthenewapplicants
for Lavasa, but it warned that the existing
applicants may raise concerns regarding
the acceptance of new applicants by CoC
membersatanadvancedstageoftheinsol-
vencyprocess.

The resolution professional will now
rerun the entire process for invitingEoIs
and provide bidders access to a virtual
data room.
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Nadda takes over as BJP president unopposed
ARCHIS MOHAN
New Delhi, 20 January

W elcoming the appointment
of Jagat Prakash Nadda as
the new chief of the party,

Prime Minister (PM) Narendra Modi
on Monday asked Bharatiya Janata
Party (BJP) workers to reach out to
people to dispel misinformation
spread by political rivals on
the Citizenship
(Amendment) Act (CAA).

Nadda, 59, the Union
health minister during the
first termof theModigovern-
ment, was appointed the
workingpresident of theBJP
inmid-June.TheBJPfollows
theprincipleof ‘onemanone
post’. This entailed that the
then party chief Amit Shah
should have quit the post after he was
sworn in as the Union home minister.

Shah had taken over in July 2014
after Rajnath Singh quit as BJP chief
soonafterhewasappointed theUnion
home minister. However, in a depar-
ture from the past, Shah continued as
thepartychief for sevenmonthsosten-
sibly to oversee the Assembly polls in
Jharkhand, Haryana, and

Maharashtra.
As Modi himself reminded the

gathering at the BJP national head-
quarters,Nadda is a close lieutenantof
his since the early 1990s. Modi then
handled the party’s organisational
affairs in Himachal Pradesh and
Nadda was the BJP youth wing chief.

The biggest challenge for Nadda in
his three-year termwill be to comeout

of the shadow of Shah,
whois likely tocontinueto
keep a firm grip on party
affairs,particularlyasmost
of the state unit chiefs
elected recently are lead-
ers considered close to
him. Nadda, a quiet man
morecomfortableremain-
ing behind the scenes, is
also acknowledged as an
efficient organisation

builder.Hewouldneedtokeepthepar-
ty battle-ready for Assembly polls not
just in Bihar later this year, but more
crucially inWest Bengal and Assam in
May 2021.

Naddawaselectedunopposedafter
he emerged the only leader in the fray
following the nomination process.
Shah said the BJP was different from
otherpolitical parties as it is not based

on the leadership of a particular caste
or dynasty. Nadda’s father was vice
chancellor of Patna University.

Naddamaynothail fromapolitical
family but married into one. His
mother-in-law Jayashree Banerjee, a
significant influence on his political
life, is a former BJP Lok Sabha MP
fromJabalpur,multiple termMadhya
Pradesh legislator and former state
minister. He was active in students’
politics in Patna University and
Himachal PradeshUniversity, theBJP
youthwing chief in 1991, elected a leg-
islator in Himachal Pradesh in 1993,
and a minister in the state in 2007.
During his speech, without mention-
ing the Congress by name and allud-
ing to anti-CAAprotests, the PMsaid,
“Those rejected by the people have
limited means, but one of them is to
spread falsehood. They have a full
ecosystem for that.”

“BJP workers have always drawn
their strength fromthepeopleof India.
We do not need to seek validation an
ecosystemthatwillneveracceptus,”he
said. Modi said, “There are some peo-
ple who dislike the very principles
which guide us. That is why there are
attempts to create problems.”

ThePMclaimed therewere 10 to 15

pro-CAA rallies daily across the coun-
tryattendedby50,000 to 100,000peo-
ple, but suggested the media was
unlikely to be fair to the party as evi-
dent in the lack of coverage of these
rallies. “This game will continue,”
Modi said, urgingworkers to reachout
directly to people. Meanwhile, the
Shiromani Akali Dal said it will not
contest theDelhiAssemblypolls along
with long-standing ally, the BJP. Its
Delhi unit leader and MLA M S Sirsa
said the party’s decision is based on
the stand by party leader Sukhbir
SinghBadal on the CAA that it should
include people from all religions. BJP President J PNadda, flanked by PMNarendraModi andHomeMinister Amit Shah,

at the BJP headquarters in NewDelhi PHOTO: SANJAY K SHARMA

The biggest
challenge for
Nadda will be to
come out of the
shadow of Shah,
who is likely to
continue to keep
a firm grip on
party affairs

SCrefuses interim
stayonelectoral
bondscheme
PRESS TRUST OF INDIA
New Delhi, 20 January

The SupremeCourt onMonday refused to grant interim
stayon the 2018Electoral BondsScheme,meant for fund-
ing political parties, ahead of the Delhi Assembly polls.

Thetopcourt,however,soughtresponseoftheCentreand
theElectionCommission(EC)withintwoweeksontheinter-
imapplication filedbyanNGO,Association forDemocratic
Reforms, for staying the scheme.

“Twoweeks’ time is granted to the respondents (Centre
and the EC) to file counter affidavits. List

thereafter,”saidtheBenchcomprising
Chief JusticeSABobdeandJusti-
cesBRGavai andSuryaKant.

Lawyer Prashant Bhushan,
appearing for theNGO,alleged
that the scheme is ameans for
channellingunaccountedblack
money in favour of the ruling

party and sought interimstayon
it on the ground that it would be

misusedaheadofDelhiAssemblypolls.
“Astaywasnotgivenbythiscourtbefore.Sowemaynot

doitnow”,theBenchsaid,addingthatitwouldheartheplea
after twoweeks.

Bhushan argued that alarming facts have come to light
about the scheme, which was meant only for Lok Sabha
polls. “This scheme has been illegally restarted before the
Assemblyelections.Thousandsofcroresof rupeesof illegal
funds andbribeswill come to the pockets of the ruling par-
ty.”BhushanalsoreferredtoadocumentoftheReserveBank
of India,while seekinga stayon thescheme.

Senior advocate Rakesh Dwivedi, appearing for the EC,
said all these arguments have already been advanced earli-
er and sought four week to reply to the plea of the NGO
against the scheme. The government has opened sale of
electoral bonds for 10days for theDelhiAssembly election.
ThegovernmenthadnotifiedtheElectoralBondSchemeon
January2, 2018.

APmovesclosertogetting3capitals

B DASARATH REDDY
Hyderabad, 20 January

The Andhra Pradesh
government, led by Y S Jagan
Mohan Reddy, on Monday
moved a step closer to creating
threestatecapitalsandstripping
Amaravatiofthesolecapitaltag.

The government moved
a Bill in the legislative
Assembly to make
Visakhapatnam the
executive capital,
Amaravati the
legislative capital, and
Kurnool the judicial
one.Thepassageofthe
Bill was seen as
a formality, as
the ruling YSR
Congress Party
commands a
strength of 151
out of 175 seats
in the state
Assembly.

Termed Andhra Pradesh
Decentralisation and Inclusive
Development of All Regions Act, 2020,
the Bill seeks to relocate the secretariat,
offices of the heads of the government
departments, and Raj Bhavan to
Visakhapatnam. By becoming home to
theofficesofchiefminister,governorand
the entire top-rung of the official
establishment, the port city of Vizag
would become the new capital for all
practicalpurposes.

Amaravati will be the legislative
capital, housing the Assembly and
councilbuildings.Kurnoolwillhousethe
highcourtandotherjudicial institutions.
However, the cities are located in three
distinctregions—Andhra,NorthCoastal
Andhra, and Rayalaseema — which
couldcreateproblemsineaseofaccess.

Though it is not clear what the
government intends to do with the

secretariat and other government
buildings in Amaravati after moving
functions to Vizag, sources close to the
government said these could be utilised
forsettingupahospitaloruniversity.

“The health university in Vijayawada
does not have its own campus even after
decades. The government is also
planning to start new institutions like a
skill development university. So, one of
these could be located in the existing
secretariat complex and fully utilise the
existing infrastructure," a source told
BusinessStandard.

Thehighcourtbuilding isexpectedto
be utilised for the judiciary functions as
the government is contemplating a high
court Bench in Amaravati even after
shiftingitsbasetoKurnool,sourcessaid.

There were widespread protests in
Amaravati and incidents of violence

against policewere reported through the
day. Inside the house, Telugu Desam

Party members, led
by Chandrababu
Naidu who was the
political architect of
Amaravati,
demanded status
quo for the city as
capital.

Reddy first
disclosed his three-

capital idea onDecember 17, attracting a
backlash from farmers of Amaravati
villages, who gave their lands for the
development of the capital city in 2015
and 2016. They fear losing the real estate
valuetotheirshareoflands.

Municipal Administration Minister
Botsa Satyanarayana has, however,
announced that the period of annuity to
their landswill be extendedby five years
in addition to the 10-year annuity
promised by the previous government.
As a transitory gesture under this
scheme, those who gave their lands will
get a compensation of ~1 lakh per acre in
caseof awetlandand~60,000peracre in
caseofdrylandeveryyear.

Defending its three-capital decision,
the government said since inception in
1956 the state had failed to integrate
people from all regions. Citing the
Telangana movement and subsequent
bifurcation as the result of this lopsided
development pursued by successive
governments, the state warned that
historywould repeat if course correction
was not done. “Article 38 of the
Constitution envisages that the state
shall direct its policy, among other
things, towards securing inclusive
developmentofallregionsofthestate.

To give effect to this constitutional
provision, the state is bringing forth this
legislation, for distribution of all state
functions among all the regions," State
FinanceMinisterBugganaRajandranath
said,whiletablingtheBill.

Bill introducedtoshiftexecutivecapitalfromAmaravatitoVisakhapatnam

Travelmaybea
bigproblemas the

capitalsare indifferent
regions—Andhra,NorthCoastal
Andhra,andRayalaseema

Questionmarkover
investmentsmade in
Amaravati.Formergovt says

investorswill lose confidence in
future investments

Farmerswhoareyet toget
compensation fordonating their
land for creatingAmaravatias capital
areprotesting

VISAKHAPATNAM to
be the EXECUTIVE CAPITAL
with Raj Bhavan
and Secretariat
Visakhapatnam — Amaravati
Almost 8 hours by road

Andhra
Pradesh

AMARAVATIwill be
the LEGISLATIVE CAPITAL,
with Assembly,
council buildings
Amaravati — Kurnool
Almost 7:30 hours by road

KURNOOLas the
JUDICIAL CAPITAL,
where the high
court would
be located
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