Dear Niveshaks,
We are pleased to present the combined edition of February-March’20. Indian
economy along with the whole world has been facing a lot of challenged due to the
pandemic spread of the Coronavirus. We witnessed RBI slashing repo rate and
reverse repo rate by 75 and 90 basis points respectively. India also witnessed a cut
in the growth rate of its GDP to 2.5% by Moody’s. They have also predicted a
negative growth rate of -0.5% for the global economy. We also witnessed a halt in
the trading session twice, which happened for the first time since 2009, also an
effect of COVID-19.
This edition’s cover story talks about the situation of India in the wake of a
Pandemic and the effects the deadly virus had on our economy. It states the
conditions of the various companies in different sectors and how they are affected
because of the outbreak of the Coronavirus. The worsening conditions of the stock
market have left the people traumatized. The article also talks about the measures
taken by our Finance Minister Smt. Nirmala Sitharaman and also our RBI Governor
Mr. Shaktikanta Das. So, let’s see how these measures turn out in improving the
situation of the economy.

The NIF fell by a total of 19.04%, with the current portfolio value being ₹ 15,03,931.
The top gainers of the month were Paramount Comm and Dr. Reddy’s while
Indiabulls Housing Finance gave the maximum loss.

The Classroom section describes in
detail about Dividend, its rates, yield
and various ratios related to it. It
also explains the ratios- Dividend
Payout Ratio, Dividend Coverage
Ratio, Free Cashflow to Equity and
Net Debt to EBIDTA.
The ‘Deals in Brewery’ section is
about the India’s Lehman MomentThe Fall of Yes Bank. It talks about
the fall of Yes Bank, its bailout by
various parties combines and the
damage caused due to it.
The ‘Company Scanner’ covers the
Ujjivan Small Finance Bank founded
by Mr. Samit Ghosh in 2017. The
bank has a wide network of
branches and ATMs established in a
small period of time. It was awarded
the BFSI award in 2019 under
finance sector and DSCI Excellence
award 2018 for security practices in
small finance banks.
We wish you, our readers, a happy
reading experience.

Stay Invested,
Team Niveshak
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TMTW: The Month That Was
RBI slashes repo rate by 75 BPS:In order to tackle the economic
slowdown enforced by the outbreak of
novel coronavirus, RBI has cut repo
rate and reverse repo rate by 75 and
90 basis points respectively. Also no
EMI payments are required for the
next 3 months on term loan. EMI will
resume once the moratorium ends.
Halt in trading session for the
second time:Trading in the Indian stock exchanges
BSE and NSE was halted twice in a
span of 2 weeks. Trading was halted
when the indexes fell by 10%. This is
the first time that trading has been
halted in Indian exchanges after 2009.
This comes amid the outbreak of
COVID-19, which is leading the
investors to pull out overseas funds.
Asian markets are seeing a heavy
flight of capital amidst the coronavirus
scare and signs of imminent global
recession. Month also witnessed
highest selloff by FPI’s akin to Rs. 1
lakh crores. In times of uncertainty
FPI’s tend to pull their funds from
emergent markets to invest them in
safer havens.
POTUS visits India:President of the USA, Donald Trump

[6]

visited India on 24th February Visit
failed to produce any trade deal. It did
produce
agreements
regarding
procurement of defense equipment
worth 3 billion dollars. Visit failed to
materialize any major deal to give a
push to the bilateral ties.
HUL acquires VWash:HUL has reached to an agreement with
Glenmark Pharmaceuticals to acquire
VWash. The transaction involves buying
of only brand and business and
intellectual
property
rights.
Manufacturing facilities and employees
wont be a part of this transaction. The
acquisition enables HUL to enter the
segment of hygiene.
Moody’s cuts India’s GDP growth to
2.5%:For fiscal year 2020 Moody has cut the
growth rate of GDP to 2.5%. They have
also predicted a negative growth rate of
-0.5% for the global economy. The
downward revision comes due to
the coronavirus scare which has
put
immense
pressure
on
economies across the globe, and
has seriously hampered economic
activity.
They
expect
the
economies to bounce back in
2021 after contracting in 2020.

NIF PERFORMANCE EVALUATION
As on March 31, 2020
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Performance of NIF
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Total Investment Value: 10,00,000
Current Portfolio Value: 15,03,931
Change in Portfolio Value: -19.04%
Change in Sensex: -22.74%

Risk Measures:
Standard Deviation NIF: 35.43
Standard Deviation Sensex: 25.04
Sharpe Ratio: 1.31 (Sensex: 1.59)
Cash Remaining: 1,46,352

Comments on the Equity market and NIF’s Performance
With the Covid 19 pandemic creating an outburst and global economies closed
down and bleeding bad Indian equity markets witnessed a tumultuous bearish
phase in the month of March 2020. With productions on halt, exports shut
down, consumptions pattern haywire, intense selling practices in all the non
essentials and not to ignore strong negative cues in overseas markets Indian
capital market witnessed one of its biggest dips in March 2020 March 12 saw
one of the worst slides in the Indian capital market when on the lines of global
equity markets, both the BSE Sensex and NSE Nifty crashed by more than 8%
in one day. Approximately Rs 10 lakh crore of market cap was wiped off due to
this single day plummet. Equity markets are likely to remain volatile in the
future as well, resulting in further erosion of wealth
NIF slid town by a total of 19.04% to a portfolio value of 15,03,931 against a
weaker market return of -22.74 %. Positive returns came from Communications
followed by Pharmacy segment.
[8]

NIVESHAK INVESTMENT FUND
INDIVIDUAL STOCK WEIGHT
AND
MONTHLY PERFORMANCE
Monthly Performance
Portfolio Weight

Top Gainers for
the month

9.28%

Paramount Comm

7.64%

Dr Reddy's

Top Losers for
the month
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-66.05%

Indiabulls Hsg

-53.74%

Speciality Rest

-46.78%

BharatForg

COVER STORY
India in the wake of a pandemic
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As we see China coming out of the
strong grip of COVID-19, its impact
on nations across the world has been
ever increasing, literally with the
speed of moving wind. WHO specifies
that where it is not an airborne
disease, it is transmitted through
droplets generated when an infected
person coughs, sneezes or speaks.
One can be infected by breathing in
the virus if one is within one metre of
a person who has COVID-19, or by
touching a contaminated surface and
then touching one’s eyes, nose or
mouth before washing hands.
Where the whole of India Inc is
witnessing the impact of COVID-19,
nearly 80% have witnessed a decline
in cash flow. The Indian economy was
already off the track and this sudden
panicky situation has derailed our
corrective plans completely. The
Economic theories and cycles, the
Demand side, the Supply side,
everything stand still until we deal
with this havoc first. Stock markets
posted their worst loss in history on
23rd March, 2020. Big giants like
Amazon, Flipkart and Swiggy have
decided to stop deliveries. Major
companies like L&T, Bharat Forge,
Ultra Tech, Grasim Industries, Aditya
Birla Group, TATA Motors and
Thermax have temporarily suspended
their operations. These companies
have long chains of backward and
forward linkages, which not only
affect their own enterprises, but the
demand patterns, highly disruption
the supply curves and also various
other dependent small enterprises.
India was already facing the problem
[10]

of acute domestic demand after the
crisis the exports are out of question,
which were considered a significant
way out for our ailing economy, struck
by vicious circle of deficit demand.
The weakening impact on Indian
rupee is already visible. GDP
estimates have already been lowered.
IMF has already declared global
recession and there is no way that
India decouples from the same.
There have been various measures
taken apart from the 21 day lockdown
that are directed to support people
during the lockdown span.
FM to the rescue
Our FM, Smt. Nirmala Sitharaman
announced a 1.7 lakh crore relief
package for poor, daily wagers.
The Pradhan Mantri Gareeb Kalyan
Ann Yojana (PMGKY) which forms a
significant part of the package aims to
cover 80 crore.
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It doubles the amount of wheat/rice
that was already being provided for a
period of three months.
An insurance cover of INR 50 lakh for
each healthcare worker for three
months has been announced.
For farmers, widows, senior citizens
and daily wage labourers, schemes of
Direct Benefit Transfers have been
announced. Wages under MNREGA
will be increased by INR 2000 per
worker on an average.under the
Ujjawala scheme, BPL families will get
free cylinders for three months.
There have been numerous other
similar measures so as to ensure the
safety and well being of poor people,
the effectivity of which solely depends
on the implementation.
Although, there have been many
speculations about the relief package
just being repetition of what had
already been in place but was left
incomplete and numerous ways in
which it is formidably deficit,
considering
the
proportion
of
population employed in unorganized
sector and the situation of people
living Below Poverty Line (BPL).
RBI’s relief measures
The banking regulator announced that
banks and other lending entities,
including NBFCs and microfinance
companies have been allowed to
provide a three month moratorium to
borrowers on payments of instalments
of all loans outstanding as of March 1.
It
has
also
deferred
the
implementation of Net Stable Funding
Ratio and Countercyclical Capital
Buffers. The repo rate has been cut by
[11]

75 basis points to 4.4%. Long Term
Repo
Operations
have
been
announced upto three years for a total
amount of INR 1 lakh crore. This has
been issued at a floating rate linked to
benchmark repo rate.
These measures aim to expand
liquidity in the system sizeably to
ensure that financial markets and
institutions are able to properly
function in the face of Covid-19 related
dislocations. Monetary transmissions
are being reinforced so that bank
credit flows on easier terms are
sustained to those who have been
affected by the pandemic. By relaxing
repayment pressures and improving
ease to working capital, they are
attempting to ease financial stress
cause by Covid-19.
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The measures will improve functioning
of markets in view of high volatility
experienced with the onset and
spread of pandemic. Together with all
the measures announced, RBI’s
liquidity injection is about INR 3.7 lakh
crore which is 3.2% of GDP.
Although, the measures announced by
the FM and RBI collectively are very
targeted and unique in their own way,
so is the problem. Supply chains
across the world have been disrupted
and if the virus is not contained then
we are definitely in unprecedented
deep trouble.

[12]

We have already been struggling to
keep pace with our previously set
growth trajectory from past two years
and this has just added fuel to the fire.
There have been various measures
been announced for people working in
the organized sector but for those in
the unorganized sector, there is no
relief. Unemployment is at its record
high.
Population
is
increasing,
although at a much lesser rate than
before. If the situation slips out of
hand, even our geopolitical partners
won’t be of help taking us out of a hole
that we have dug for our own selves.
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INDIA’S LEHMAN MOMENT- THE FALL OF YES BANK
Ever since Nirmala Sitharaman, in
what was the longest budget speech
in Indian history, raised the insurance
coverage of bank deposits to 5 Lac,
depositors hadn’t felt safer. The party
had
barely
kicked
off
when
stormtroopers decided to gate crash it.
In a rare act of governance,
astounding zillions of depositors and
investors befitting the fourth largest
bank of a country of 1.3 billion people,
the RBI exercised the powers
conferred upon it in the Banking
Regulations Act,1949 to supersede
the board of Yes Bank. The
supersession wasn’t the only shocking
event that had struck the bank
recently. The bank’s fortunes had
been in a tailspin since it’s dissonance
with the banking watchdog over NPA
divergence amounting to multithousand crore raised concerns about
its stellar asset quality and led to a
bolt out of the blue exit of its promoter
MD&CEO Rana Kapoor in Jan 2019.
All investors’ hopes hinged on the then
newly appointed MD&CEO Ravneet
Gill who had to surmount several tall
orders ranging from arresting the
freely falling share price of the bank to
raising capital to support growth and
absorb losses from stressed account
such as Cox and Kings, IL&FS, DHFL,
ADAG
companies,
defunct
Jet
Airways, and CG Power among many
others that collectively totalled 100
billion rupees. While resolution were

underway for a host of the aforesaid
accounts, time was running out for Yes
Bank. Between news of binding
agreements amounting to 1.2 billion
dollars with global investors, rumors
that involved illustrious names like
Microsoft, Paytm coming onboard, and
worsening financial health of the bank,
its share price had become the talk of
the town for unprecedented volatility.
Traders loved playing with it, retail
investors gambled on it, thinking it was
their ticket to fortune, and institutional
investors didn’t want to touch it with a
bargepole, which turned out right
when Morgan Stanley cut the bank’s
price target to 1 rupee in 2020 citing
negligible net worth. In its heydays,
Yes bank was the darling of the Indian
stock markets so much so that its
promoter Rana Kapoor once publicly
called every share of Yes Bank a
diamond that he would never sell. But
when the tables turned, everyone
dropped the share like a hot potato,
including Rana Kapoor.

[13]
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The bailout package
On March 5th SBI shares showed
unusual volatility in the wake of rumours
of a possible SBI led bailout plan for Yes
Bank. By evening, RBI pronounced
supersession of Yes bank’s board along
with appointment of Prashant Kumar,
former SBI CFO as administrator. To
ensure liquidity and avoid default, a
moratorium
was
instituted
and
withdrawals were capped at 50000
rupees per depositor.
The chickens had come home to roost
for the bank and its promoter Rana
Kapoor who was taken into custody for
possible irregularities at the bank. When
all other private banks stayed on the right
side of caution Yes bank was
characterised by its aggression and
known as the lender of the last resort in
banking circles.
Shortly after the supersession of the
board and brainstorming at RBI, the
union cabinet approved a scheme of
reconstruction on March 13th wherein a
SBI led consortium picked up a 75%
stake at 10 rupees per share. Under the
reconstruction scheme SBI invested
7250 Crore for a 49% stake in bank with
the remaining investment coming from a
host of private lenders namely HDFC
Bank (1000 Crore), ICICI Bank (1000
Crore), Axis Bank(600 Crore), Kotak
Bank(500 Crore), Federal Bank(350
Crore), Bandhan Bank(300 Crore) and
IDFC First Bank(250 Crore). To maintain
stability SBI will have to maintain 26%
stake for at least 3 years while all other
investors holding more than 100 shares
in the bank will have to retain threefourths of their stake. In the interest of
oversight, SBI will nominate 2 directors
to the new board of the bank.

Collateral Damage
Since the public spectacle of the rot at
Yes Bank other private lenders have
faced the double whammy of loss of
share price and deposits.
Despite repeated assertions about the
safety of deposits a slew of state
governments have moved their deposits
to public sector lenders. In a recent
conference call with analysts IndusInd
Bank confirmed loss of nearly 2%
deposits in the backwash of Yes Bank
fiasco. The share price movements of
banking stocks on March 7 are captured
in the image below.
Source- Economictimes.indiatimes.com

[14]
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now listed entities are starting to
implement the controls and risk
advisory environment. How critical
is it for a company to have risk
advisory and controls in place
considering the number of financial
crises and issues in India?

Mr. Pankaj
Chadha

Senior Partner, S.R. Batliboi. A
seasoned auditor currently working
as a senior partner with S.R Batliboi
with more than 28 years in active
professional work in India and
overseas
He
has
extensive
experience of IFRS, US-GAAP and
Ind AS. He is also a specialist
Editor, having contributed more
than 900 pages on various sections
of the Indian Companies Act, 2013
in Lexis Nexis's publication "A
Ramaiya Guide to the Companies
Act" 18th Edition.
1. Risk advisory and internal
control is comparatively new in the
Indian framework as compared to
other foreign frameworks. In India,
it is still in the early stage where
[15]

I think I’ve been telling everyone that
when you work, when you set up a
business,
you
start
as
an
entrepreneur. A start up works like a
company managed by an individual
who is behind that idea and he wants
to see that idea translating into reality.
Many a times, he doesn’t care about
things like how regulations impact that
business. Many of those corporate
jargons like compliance, work-life
balance, IT systems or reporting do
not matter in the incubation stage. As
you progress and come into the
middle of your life cycle of the
corporate and the later stages, you
tend to become very conscious about
these. So to answer your question, I
believe it is very important at the start
up stage where not many people do
that but it becomes imperative if you
become too delayed on that. So, if you
look at it from a technical accuracy
perspective, the right way of putting a
structure is to look at long term values
of business which can come if you’ve
put everything in order. So, its
absolutely critical to have highest
quality processes because high quality
people are not enough if you don’t
have quality processes.
2. So, for this particular purpose,
there needs to be some steps from
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The government like certain acts to
ensure compliance?

appreciated good start-ups which
provide utility to the customer.

I believe you have world class
processes in this country. The Indian
Companies Act has various provisions
which will take you up to Serious
Fraud Investigation Office (SFIO),
there is SEBI which is doing great
things in terms of investor protection,
there is corporate governance code.
Things are there. Frauds are also
happening in countries which have
had processes. So I don’t think there
is a deficit of regulation in this country,
there are very good laws but I believe
it is the intention which is probably
causing the frauds.

The first lesson they teach you in
entrepreneurship is that when the time
of idea has come, you become an
entrepreneur. And when the time the
idea has come, you don’t look at the
environment as such. Obviously time
has not come if the idea is not ready
for implementation.

3. Coming to the field of
entrepreneurship, let us say a
person has a brilliant idea, will this
be a good time for them to start a
start-up in the current financial
slowdown sort of a scenario or is it
more appropriate to wait for a few
years provided India has always

I believe ideas are meaningless if you
don’t have the courage to implement
them. When uber came to this country,
people were doubtful about it. Now
uber has become the way world is
thinking. There is uberization of
virtually everything. So that is the
value of that idea which got
implemented.

[16]

4. Do you that for an entrepreneur,
the intangible skills is more
important or the creative idea is
more important to them as they can
build on their intangible skills over
a period of time?

NIVESHAK | FEB-MAR 2020

THE COMPANY SCANNER

The Company Scanner
Ujjivan Small Finance Bank
Ujjivan Small Finance Bank is licensed
under the Banking Regulation Act,
1949 for carrying out business as a
small finance bank. The company was
founded by Mr. Samit Ghosh. It was
founded on 1 February 2017 and was
recognized as a scheduled bank in
August 2017 by RBI. The headquarters
of the bank is located in Bangalore.
The present MD & CEO of the
company is Mr. Nitin Chugh. Presently,
the bank has 471 ATM networks,
operating across 24 states / union
territories and 244 districts. It has more
than 43 lakh active borrowers and 51
lakh customer base. The current
employee strength is 17, 783. Under
CSR initiative, the bank has completed
1,982 projects. It was awarded the
BFSI award in 2019 under finance
sector and DSCI Excellence award
2018 for security practices in small
finance banks. As at 31 March 2019, it
has total assets of ₹1,402,589.08 lakhs
and total equity of ₹187,768.22 lakhs.
Revenue from operations for the year
was ₹195,298.20 lakhs and the profit
after tax was ₹15,044.40 lakhs.
In 2005, Ujjivan Financial Services
Limited initiated operations as NBFC. It
received approval of RBI on 7 October
2015, to be recognized as small
finance bank. During that point of time
itself the bank had operations across
24 states, serving over 2.6 million
[17]

customers through its 464 branches.
Small finance bank status provided the
bank with an opportunity to expand
their loan products and also to accept
deposits. Till then they were required to
depend on funds from financial
institutions. On 11 November 2016 the
bank got the final license from RBI.
Ujjivan Small Finance Bank came out
with an Initial Public Offering (IPO) in
October 2019. It got the approval of
Securities and Exchange Board of India
(SEBI) for raising ₹1,200 crores through
the IPO. IPO was oversubscribed by
166 times. The issue was closed on 4
December 2019 with an issue price of
₹37 per share. ₹750 crores were raised
through this issue. At close of 5 March
2020, the share price was ₹49.75.
It offers wide range of services ranging
from fixed & recurring deposits, current
& saving accounts, small business
loans, housing loans and micro loans. It
also offers tax saver fixed deposits &
senior citizen products. It also facilitates
internet banking facilities to the
customers including phone and mobile
banking options. The bank has also set
up biometric enabled ATMs, enabling
customers
to
withdraw
through
biometric authentication. Customer
bank accounts can be opened within 57 minutes in a hand held device, with
the help of Aadhaar enabled KYC.
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Dividend- Rate, Yield & Ratios
Dividend Rate vs. Dividend Yield:

Dividend Ratios:

We are aware that dividend-paying
stocks are popular amongst income
investors, for they provide a regular
and steady flow of income. But not all
industries and companies pay a
dividend. FMCG, healthcare, and
energy sectors are known to be
dividend rich industries. Two terms are
often confused by people not
conversant with trading lingo. These
terms are dividend rate and dividend
yield.

How do income investors decide
which dividend stock to invest in?
Well, an instinctive answer could be
to consider the dividend yield to
decide the stock to pick. The problem
associated
with
this
is
that
companies offering high dividend
yields may not be able to sustain the
payout.
To
determine
which
dividends stock to pick, income
investors use a combination of 4
dividend stock ratios to get a clearer
picture.

The dividend rate is the combined total
of dividend payments expected and is
generally expressed on an annualized
basis. The word "rate" may be
misleading as dividend rates are
expressed as an actual amount and not
a percentage. Dividend rate quoted as
rupee per share is also known as DPS
(Dividend Per Share).
On the other hand, dividend yield is the
ratio of a company's current annual
dividend to its current market price.
Thus, it is intuitive to establish an
inverse relationship between share
price and dividend yield under the
assumption that dividend paid is the
same. As they are based on market
price, dividend yields vary significantly,
consequently having little influence
over future rate of return. It is worthy to
note that dividend yield is quoted in
percentage terms by converting the
ratio to its equivalent percentage
value.

These ratios are:
1) Dividend Payout Ratio
2) Dividend Coverage Ratio
3) Free Cashflow to Equity
4) Net Debt to EBIDTA
1) Dividend Payout RatioIt is calculated by dividing DPS
(dividend per share) by EPS (earning
per share). Dividend payout ratio
indicates the proportion of a
company's annual earnings paid as
dividend. Usually, a company that
pays less than 50% of its earnings in
the form of dividends is considered
stable and indicates that the
company has a potential to raise its
earnings over the long term.
Whereas a company that pays more
than 50% of its earnings as dividends
is thought of as incapable of
sustaining its dividends over the long
run. While comparing dividend
[18]
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payout ratio, homogeneity should be
factored in.
2) Dividend Coverage Ratio This ratio indicates the number of
times a company could pay dividend to
its common shareholders using its net
income in a specific fiscal year. It is
calculated by dividing a company's
annual EPS by its annual DPS. A
higher dividend coverage ratio is
generally
preferred.
Again,
homogeneity should be taken into
account while comparing.
3) Free Cash Flow to Equity (FCFE) –
It is a measure of amount of cash
which could be paid to the shareholders

CLASSROOM
after addressing all expenses and
debts. FCFE is calculated by
subtracting debt repayments, net
capital expenditures, and change in
net working capital from net income
and adding net debt.
4) Net Debt to EBIDTA ratio This ratio measures a company's
leverage and, consequently its ability
to meet debt. A company having
lower ratio as compared to the
industry average is generally
considered more attractive. A
higher ratio, which has been
increasing over time, may hint at
the company cutting its dividend in
the future.

[19]
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