Dear Niveshaks,
We are pleased to present the combined edition for April and May, 2020. The impact
of COVID-19 has been significant and been felt across economies. The world
witnessed negative pricing of US Oil for the first time in history this month. Pay cuts
and layoffs have been triggered in various companies with the aim of downsizing to
stop the bleeding. The Indian government has responded by announcing ₹ 20 lakh
crore relief package. On the other hand, the RBI has slashed repo and reverse repo
rates by 40 basis points. The RBI has also gone on to extend EMI Moratorium on
term loans.
This month’s cover story addresses the elephant in the room by analyzing how the
Indian Economy is responding to the pandemic crisis. The article captures not only
the present scenario India is faced with but also touches upon the global impact of
the pandemic. It further delves into the details of monetary and fiscal policy
measures taken by the government of India and the RBI to ease the situation and
what impact it would have on different sectors, industries, and various stratum of
society. In conclusion, the cover story attempts to quantify the impact of COVID-19
and measures taken by various official bodies.
The NIF grew at a rate of 13.46%, with the current portfolio value being ₹ 16,81,837.
The top gainers of the month were Lupin and Manappuram Fin, while Paramount
Comm gave the maximum loss.

In Finview, we cover an interview
with Mr. Samrat Jha, partner at
KPMG wherein he talks about the
economic situation as well about the
factors which would boost foreign
investments in India. He also throws
light on skillset on should focus on
in B-School. The Company Scanner
section deals with HDFC Bank.

The Classroom section introduces
the concept of ESG Investing, which
is gaining popularity amongst
financial professionals as it helps in
improving
their
fundamental
analysis, thereby leading to more
refined choices. Factors of ESG
have been presented, along with
explanations. The Deals in Brewery
section captures RIL's efforts to
achieve the debt-free status by
2021, which witnessed five deals
this month.

We wish you, our readers, a
happy reading experience.
Stay Invested,
Team Niveshak

All images, design and artwork are copyright of
IIM Shillong Finance Club
©
Finance Club
Indian Institute of Management, Shillong

Disclaimer: The views presented are the
opinion/work of the individual author and the Finance
Club of IIM Shillong bears no
responsibility
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TMTW: The Month That
Was
US Oil Price turn negative for the
first time in history
For the first time in history, US Oil price
turns negative. It means that producers
are paying buyers to buy oil as they
fear that they may run out of their
storage capacity in the near future. This
has come as a result of falling demand
for oil due to lockdown, where majority
of people are inside their homes. The
price for a barrel of West Texas
International, the benchmark for US
Oil, fell as low as minus $37.63 a
barrel.
PM announces a ₹ 20 lakh crore
relief package during his address on
12th May
Further explained by Nirmala
Sitharaman starting 13th May, the
Atmanirbhar Bharat Abhiyaan stimulus
package is broadly divided into 5 parts:

Amounts to a total relief package of
₹20,97,053 crores

Coronavirus triggers mass layoffs
and pay-cuts
A number of companies are downsizing
their employee strength worldwide due
to the ongoing pandemic, like
Scandinavian Airlines (SAS), Air
Canada, Marriott International, naming
a few. In India also, till now a number of
companies have laid off employees like
Uber, Ola, Indiabulls, Swiggy, Zomato,
etc. The airlines and the hospitality
sector remain one of the worst hit
sectors.
RBI cuts repo and reverse repo rate
by 40 basis points
RBI Governor Shaktikanta Das on 22nd
May announced that the repo rate and
reverse repo rate will be cut by 40 basis
points. After this, the current repo rate
is 4% and reverse repo rate is 3.35%.
He also emphasized on shifting the
focus from controlling inflation to
fostering growth. He also said that
India’s GDP growth in 2020-21 is
expected to remain in the negative
territory.

•

First Tranche: Business including
MSMEs (₹ 5,94,550 crore)
• Second Tranche: Poor, including
migrants and farmers (₹ 3,10,000
crore)
• Third Tranche: Agriculture (₹
1,50,000 crore)
• Fourth and Fifth Tranche: New
horizons of growth, Government
reforms and enablers (₹ 48,100
crore)
This, combined with the already
declared package of ₹ 9,94,403 crores

RBI extends EMI Moratorium on term
loans for the second time
The EMI moratorium on term loans has
been extended till 31st August, 2020

[6]

NIF PERFORMANCE EVALUATION
As on April 30, 2020
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Total Investment Value: 10,00,000
Current Portfolio Value: 16,81,837
Change in Portfolio Value: 13.46%
Change in Sensex: 19.29%

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
After a majority of listed companies on the Indian stock exchange suffering a
huge market cap erosion in March 2020, April month turned out to be breather
with the market witnessing a steady increase. Of the 18 trading sessions in
April, a fall in market cap was visible only for 5 sessions. Mid cap and large to
mid-cap categories of companies seemed to be the preferred choice for
investors. Pharmaceuticals, Auto and auto ancillary stocks were in focus on
hopes of a lockdown relief provided to certain sectors of the economy, as well
as due to lower valuations. Metals sector also showed traction owing to restart
of production facilities in China.
NIF also showed a good performance bouncing back from a sub par
performance in March. NIF grew at a rate 13.46% against a market return of
19.29 % reaching to a level of Rs 16,81,837. Pharma sector companies gave
some amazing returns followed by the auto and auto ancillary stocks.
[7]

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

Top Gainers for
the month

44.18%

Lupin

43.79%

Manappuram Fin

Top Losers for
the month
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COVER STORY
How the Indian Economy is
responding to the pandemic crisis
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INTRODUCTION
Corona pandemic has wreaked havoc
in the daily lives of humans across the
globe. It has forced a global shutdown
spanning over months and resulted in
global economic slowdown, huge
scales of unemployment, lakhs of
people losing life and property among
others. As this article is finalized, the
count of people affected by the virus is
5.31 million globally and 1.32 lakhs in
India. The article intends to briefly
discuss the financial impact of the
virus on Indian economy and the
counter measures taken by the Indian
Government and RBI.

estimated that the economic
impact of the virus on India is
around Rs.7 to 8 trillion. Various
sectors
including
aviation,
textiles, transport, trade and
MSMEs are widely affected. The
financial sector is also expected
to suffer from this due to a lack of
consumer
demand.
As
the
shutdown
prolongs,
many
companies are not very distant
from a permanent shutdown due
to piling operational costs and
nearly nil revenue. The global
economy is facing a recession
which is feared to be worse than
the 2008 financial crisis which in
turn is forcing the investors to flee
towards safe heavens.

There have been a series of
lockdowns in India starting from 25th
March, 2020 and we are presently in
the fourth phase of lockdown. There
were a few relaxations staring from
20th April, 2020 in terms of allowing
limited number of workforces to
operate in the IT and IT enabled
sectors, SEZs, private organisations,
construction activities, exports and
standalone shops in areas where the
spread of the virus was under control.
COVID-19 has wiped out all
Agriculture related activities were also
hopes of a brisk growth phase. In
permitted in zones which were not
a press statement dated 17 th April,
demarcated as containment zones
2020, RBI acknowledged that the
since significant portion of the
growth could fall to 1.9% for FY
population is dependent on the
2020-21, if not more. World Bank
agricultural income. This is a part of
predicts
a
growth
ranging
the
phased
relaxation
strategy
between 1.5% to 2.8% for Indian
followed by the Indian Government to
economy in 2020 and IMF
achieve normalcy post lockdown. But
predicts 1.9% growth for India. On
this phased exit also coincides with
8th May 2020, Moody’s predicted
increased number of people getting
a zero growth for India for fiscal
affected by the virus and the curve
year 2020-21. However, it also
starting to slope upwards steeply. It is
[10]
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predicted that the GDP growth
rate of India would bounce back
to 6.6% in 2021-22. IMF has
projected a negative 3% in global
growth. This could result in huge
downfall of exports for India,
which is visible from the export
contraction of around 34% in Mar
2020.
As a result of the lack of business,
most of the organisations would report
losses for the year or minimal profits.
This would in turn result in huge
downfall of income tax collection for
the government. Also, the indirect
taxes including GST would also see a
significant downfall during this period
due to lack of business. Advance tax
payments by the companies would
also be minimal. In addition to this,
sale of commodities like liquor and
petroleum products on which taxes
are high were also restricted during
this lockdown phase resulting in loss
of revenue for the government. But on
the contrary, the government is
required to spend huge amount during
this period for public welfare, safety as
well as
to boost growth and
incentivise businesses. All of this
would result in fiscal deficit in short to
medium term for the government.
GLOBAL OIL PRICES
Another significant event globally was
the fall of oil price to negative. The
price of a barrel of oil fell to minus
$37.63 as per the West Texas
Intermediate (WTI), benchmark used
in US, for May 2020. The price for Jun
2020 contract as per WTI was at $20
[11]
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per barrel at that point of time.
However, Brent Crude, benchmark
used in Europe and rest of world,
remained positive throughout. The
major reasons for this price fall were:
a) Corona has reduced the global
demand by nearly 30% but producers
have not reduced the supply
significantly. Only in April 2020, OPEC
members decided to slash output by
10%, which was the largest slash ever
in oil production, b) Oil prices are
quoted based on future contracts, the
negative price was for the May 2020
contract on 20th April, 2020. 21st April
was the last day for the May future so
traders who could not take delivery,
due to lack of storage or since they
were speculative traders, were selling
it to limited buyers with storage
capacity. Therefore, traders had to pay
to those buyers to take the oil, c) WTI
delivers to Cushing, Oklahoma which
is a landlocked city, unlike Brent which
is easily accessible through sea
trades. Storage in Cushing is
expected to be at full capacity by mid
June 2020 and it was not easy to
transport oil. Popular belief is that the
reoccurrence of negative oil prices is
not far.
As far as India is concerned, the
impact of the fall in oil price was
minimal since most of the oil imported
by India is from Brent whose prices
remained positive and also, India has
purchased and stored high quantities
of oil before the fall in global oil prices.
Another major factor which keeps the
oil prices high in India is the tax
charged on oil which is as high as
69% of the price charged for oil.
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MUTUAL FUNDS
On 23rd April, 2020, Franklin
Templeton wound up six of their debt
schemes. As in March 2020, the
combined corpus of these six funds
stood at Rs.30,854 crores. During the
first 20 days of April 2020, it lost value
of Rs.4,075 crores and the reduced
corpus stood at Rs.26,779 crores. The
debt funds were already strained due
to the liquidity crisis in the shadow
banking sector triggered by IL&FS and
Corona delivered the knockout punch.
There is no clear timeline provided by
the fund house for liquidation of the
investments and when would they be
able to return the money back to the
investors. Waiting till the maturity of
underlying investments is not viable
under the present scenario as their life
spans over 5 years. It is feared that
this could start a redemption spree
from even good mutual funds by the
scared investors, which would result in
even bigger liquidity crisis. Therefore,
to stop panic withdrawal by investors,
RBI stepped in on 27th April, 2020
with Rs. 50,000 crore credit line via
banks, targeted towards mutual fund
industry.
Corpus (in rupees crores)
31-Aug-18 31-Mar-20 20-Apr-20
Franklin India Ultra Short Term Fund
15,336
10,964
9,979
Franklin India Short Term Income Plan
11,338
7,093
5,954
Franklin India Credit Risk
7,148
4,434
3,758
Franklin India Dynamic Accrual Fund
3,566
3,119
2,709
Franklin India Low Duration Fund
6,487
2,737
2,450
Franklin India Income Opportunities Fund
3,783
2,506
1,930
Total
47,658
30,854 26,779
Scheme name

MONETARY MEASURES:
Measures taken by the RBI to avoid a
financial crisis as a result of the
[12]

lockdown are multi-dimensional. RBI
introduced a Long Term Repo
Operation (LTRO) package of Rs.500
billion on 17th April, 2020 specifically
targeted towards the financial sector.
LTROs are basically long term loans,
of 1 to 3 years, provided by RBI to
banks at low interest rates, which
would encourage banks to undertake
onward lending at lower interest rates.
But the effectiveness of this pass
through for easing liquidity into the
financial sector is questionable.
RBI further slashed the reverse repo
rates by 25 bps to 3.75% on 17th Apr
2020 and the repo rates by 75 bps to
4.40% on 27th Mar 2020. This cut in
reverse repo rates were targeted to
increase liquidity into the economy
and to discourage banks from
depositing excess cash with RBI. It
also
clarified
that
the
NPA
classification norm would exclude the
moratorium period of 3 months from
1st Mar 2020 till 31st May 2020.
Liquidity
coverage
ratio
(LCR)
requirements of banks were also
reduced from 100% to 80% by the RBI
to free up additional capital. LCR is
the proportion of highly liquid assets
with banks for ensuring ability to meet
short term obligations. RBI also
announced that the LCR would be
rolled back to 90% in Oct 2020 and to
100% in Apr 2021. It also asked the
banks to not make any further
dividend payments. A cash infusion of
Rs. 500 billion into the All India
Financial Institutions, which includes
NABARD, SIDBI and NHB, was also
announced by RBI. This helps in
funding of the rural economy including
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small industries and MSMEs. The real
estate promoters were also allowed to
repay loans availed for commercial
real estate projects from NBFCs within
1 year without treating it as
restructuring.
But the efforts of RBI are not fully
effective as banks are increasingly
becoming risk averse. RBI stated that
there is liquidity surplus in the
economy and as on 15th April, 2020,
Rs.6.9 trillion was absorbed by RBI
from banks as surplus from reverse
repo operations. Thus, the passthrough is not working properly and
new strategies are required to
incentivise the financial institutions to
pump the surplus funds into the
market.
FISCAL MEASURES
Finance Ministry has introduced a
relief package of Rs. 1.7 lakh crores in
March 2020 which includes free
cooking gas and food grains for the
poor for 3 months and cash stimulus
to poor senior citizens and women.
Union cabinet had also approved a
30% salary cut for members of the
Parliament for a year to provide funds
for fighting Corona. The President of
India, Vice President of India and
State Governors have also voluntarily
accepted pay cut. Funds of Members
of Parliament Local Area Development
Scheme (Rs.5 crore per year to every
Member of Parliament) have also
been directed towards medical
spending.
On 12th May 2020, the Prime Minister
[13]

Narendra Modi announced a Rs.20
lakhs crores recovery package (about
10% of GDP), which is discussed in
detail below. Also, Rs.3,100 crores is
allocated from the PM CARES Fund
out of which Rs.2,000 crores is for
purchase of ventilators and Rs.1,000
crores is for care of migrant workers
and the balance of Rs.100 crores is to
support vaccine development.
Finance Minister Nirmala Sitharaman
announced the first tranche of the
recovery package on 13th May. The
due date for filing ITR has been
extended to 30th November and due
date for tax audit has been extended
till 31st October. TCS and TDS rates
have been reduced by 25% for nonsalaried payments made to residents.
Payment
of
contract,
interest,
dividend, rent, professional fees,
commission and brokerage are
entitled for the reduced rate with effect
from 14th May, 2020 till 31st March
2021. Real estate projects can extend
their registration and completion date
by 6 months for projects expiring on or
after 25th March, 2020. All central
agency contractors would be provided
an extension up to 6 months without
additional costs.
It was announced that Rs.90,000
crore liquidity injections would be
provided
for
power
distribution
companies where revenues have
plummeted. Up to Rs.45,000 crore
liquidity infusions to be provided
through credit guarantee scheme for
NBFCs. Up to Rs.30,000 crore would
be provided to non-banking financial
firms through special liquidity scheme
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to invest in primary and secondary
market transactions in investment
grade debt of NBFCs, microfinance
firms and housing financiers. These
would be fully guaranteed by GOI.
EPF contribution would be lowered to
10% for both employer and employee
contributions for 3 months to enhance
take home salary. For government
firms alone, government would pay
12%
as
employer
contribution.
Government has also extended the
EPF support up to Rs.2,500 crores for
additional 3 months (June to August)
to eligible establishments under the
PM Garib Kalyan Yojana.
Finance Ministry also announced that
all MSME receivable from government
corporations would be paid in 45 days.
As a measure to encourage domestic
firms and MSMEs, global tenders
would not be carried on for
government procurements up to Rs.
200 crores. MSMEs definition has also
been revised to increase investment.
limits and also to add turnover criteria.

through a fund of funds having corpus
of Rs.50,000 crores. Also, government
would provide up to Rs.20,000 core
liquidity as subordinate debt to
stressed MSMEs in need of equity
support. This would benefit around 2
lakh MSMEs. The government would
provide Rs.4,000 crore support to
CGTMSE which would in turn provide
partial credit guarantee to banks.
Promoters would be provided debt by
bank to be infused as equity in the
company.
MSMEs would also be provided
collateral free loans up to Rs.3 lakh
crores to resume business. MSMEs
which have up to Rs.25 crores loans
outstanding and turnover of Rs.100
crores would be eligible for this. This
loan is for a period of 4 years and
moratorium of 12 months and 100%
credit guarantee would be provided by
government. This scheme can be
utilized till 31st October, 2020 and is
expected to benefit 45 lakh units.
Finance Minister also mentioned that
Rs.52,606
crores
have
been
transferred to 41 crore Jan Dhan bank
account holders and Rs.18,000 crores
worth pulses and grains distributed to
ration card holders under PM Garib
Kalyan Yojana. The intention of the
relief package is to build local brands
and to make them global.

Government would also provide funds
to MSMEs with growth potentials
[14]

On 14th May, the Finance Minister
released the second tranche of the
recovery package. It was focused on
street vendors, migrant workers and
small farmers. She announced that
fishermen and animal husbandry
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launch a scheme for affordable rental
housing for migrant workers and urban
poor by converting government funded
houses in cities into affordable rental
housing complexes under PPP mode
through concessionaire.

farmers would also be covered under
the Kisan credit card scheme and that
Rs.2 lakh crore concessional boost
would be provided to 2.5 crore farmers
under this scheme. Rs.30,000 crore
additional funds would be provided to
small and marginal farmers through
NABARD. Also, Rs.1,500 crore
interest
subventions
would
be
provided for MUDRA-Sishu loans.
Moreover, interest subvention and
prompt repayment incentive on crop
loans which were due on 1st March
have been extended till 31st May.
Nearly 63 lakh farmer loans have
been approved between March to April
and Rs.29,500 crore loans have been
refinanced by NABARD. Support of
Rs.4,200 crores has also been
provided under Rural Infrastructure
Development Fund to states in March
2020.
As a means to create job opportunities
for tribals, plans worth Rs.6,000 crores
would
be
approved
under
Compensatory
Afforestation
Management & Planning Authority
(CAMPA) funds. For earnings between
Rs.6-18 lakhs of annual income,
government would extend the CLSS
scheme for affordable housing till
March 2021. Government would also
[15]

Further, it was announced that 8 crore
non PDS card holders would get 5 kg
of grains per person for the next two
months. A sum of Rs.3,500 crores has
been allocated for this. The workers
can get the grains without ration card
as well. 8 crore migrant works are to
be benefitted through free food grain
supply. One nation one ration card
scheme to be introduced fully by
March 2021 so that the ration cards
could be used anywhere across India.
The Finance Minister also mentioned
that 7,200 new self-help groups for
urban poor were formed during last
two months and that 12,000 SHGs
have produced more than 1.2 lakh
litres of sanitizers and 3 crore masks.

States are advised to provide work for
labourers under MNREGA. Till 13th
May, 14.6 crore man-days have been
generated, which is 40-50% more
persons enrolled. The average wage
has also been increased from Rs. 182
in the previous fiscal year to Rs. 202.
Also, regional disparity in minimum
wages to be removed and an
universal one to be made. Portability
of welfare benefits and to make ESIC
coverage pan India are being worked
upon. Rs.11,000 crores has been
provided to states for taking care of
migrant workers. A special credit
facility of Rs.5,000 crores for street
vendors would be launched within a
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month which would cover around 50
lakh street vendors. It was also
communicated that all occupations
should be opened to women along
with provisions for night time working
rights and safeguards.
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Rs. 18,700 crores. These were
intended to promote agriculture even
during the lockdown period.
Government would also invest Rs.500
crores
towards
beekeeping
development centres which could lead
to increase in income of 2 lakh bee
keepers. Also, National Medicinal
Plants Board would develop a corridor
for medical plants in 800-hectre area
along banks of river Ganga. Moreover,
Rs. 4,000 crores would be allocated
for promotion of herbal cultivation
covering 10 lakh hectares in the next
couple of years. Animal Husbandry
Infrastructure Development Fund of
Rs.15,000 crores was announced to
support dairy processing investment.
National Animal Disease Control
Programme with an investment of Rs.
13,343 crore will be launched for Foot
and Mouth Disease and Brucellosis.
Government will also launch Pradhan
Mantri Matsya Sampada Yojana to
develop marine and inland fisheries
with an outlay of Rs.20,000 crores
which could create employment
opportunities for 55 lakh people.

In the third tranche announced on 15th
May, it was communicated that a
framework would be created for
farmers to engage with aggregators,
processors, retailers and exporters in
a fair and transparent manner. It was
also mentioned that a central law
would be formulated to provide
choices to farmers to sell at
competitive prices and to provide for
barrier free interstate trade and etrading. Essential Commodities Act to
be
modified
for
better
price
realizations to farmers and to attract
investments. This could result in Government also plans to introduce a
deregulation of prices of edible oil, oil scheme for formalisation of Micro
seeds, potatoes, cereals, onions and Food Enterprises (MFE) with a Rs
pulses. The prices would be regulated 10,000 crore investment to promote
by market forces and government PM’s vision of “Vocal for local with
would step in only during an global outreach”. During the lockdown,
emergency. Also, Rs.1 lakh crore agri- demand for milk reduced by 20-25%.
infrastructure fund to be created for A scheme to provide interest
the purpose of farm gate infrastructure subvention at 2% per annum for dairy
development. During the lockdown, cooperatives for 2020-21 will be
Minimum Support Price purchases launched which would unlock Rs.
were more than Rs.74,300 crores and 5,000 crore additional liquidity. This
could benefit 2 crore farmers.
PM Kisan fund transfer was
[16]
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The fourth tranche released on 16th
May, discussed about reforms in eight
key
sectors
namely
defense
production, minerals, coal, airports,
airspace management, civil aviation,
power and space. It also mentioned
that most sectors needed policy
simplification. Once the government
decongests sectors, growth can be
boosted
and
employment
opportunities be created. Incentive
schemes to create new champion
sectors to be launched in sectors like
solar PV manufacturing & advanced
cell battery storage. The schemes to
be implemented in states using
challenge mode or Industrial Cluster
Upgradation of common infrastructure
facilities and connectivity. SEZs and
industrial parks spreading across 5
lakh hectares to be mapped so that
investors do not face problems.
India is amongst the top 3 countries
having coal reserves, therefore, 50
new blocks to be made available for
auction
to
generate
revenue.
Commercial mining will be brought in
and government monopoly will be
removed. Revenue sharing model is to
be adopted in commercial mining
instead of fixed rupees/tone. Since
[17]

coal is not environment friendly,
incentive to be provided for generation
of gas from coal, Rs.15,000 crores will
be allocated towards development of
evacuation infrastructure of coal.
Additionally, Rs.50,000 crores will be
spent on evacuation of coal mines.
Also, there would be a joint auction of
necessary items like bauxite and coal
for aluminum industry. Additional
investment of Rs.18,000 crores is to
be made in infrastructure like
conveyor belts and trains and to
address
environmental
concerns
about the coal industry and 500 blocks
will be provided through open
transparent mechanism.
FDI limit under automatic route for
defense manufacturing would be
raised to 74% from the current 49% to
attract foreign investments in India. A
list of platforms/weapons for ban on
import with timelines would be notified
and there would be indigenisation of
imported spares.
Easing of restriction on utilisation of
Indian airspace for civilian flights to be
carried out which could result in
Rs.1,000 crores benefit to aviation
sector annualy.
Also, six additional airports to be
auctioned for private participation and
Rs.13,000 crore additional investment
to be made by private players in 12
airports. Another vision in the aviation
sector is to make India as a global hub
for Aircraft Maintenance, Repair and
Overhaul (MRO). To achieve this, tax
system for MRO operations has been
rationalized and the MRO business is
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Expected to increase from Rs. 800
crores to Rs. 2,000 crores in the next
3 years. Aircraft maintenance costs
would also come down as a result of
this activity. Tariff policy along with
reforms including consumer rights
would be released to promote the
industry
and
to
enhance
its
sustainability.
The DISCOMs located in union
territories are to be privatized to
enhance efficiency and quality of
service. Power distribution and supply
units in union territories which are
performing sub-optimally are to be
privatized. Functions of DISCOMs will
be
streamlined
to
improve
accountability and load shedding
would attract penal actions.
Also, there are plans to boost private
sector
investment
in
social
infrastructure
through
revamped
Viability Gap Funding Scheme with an
outlay of Rs.8,100 crores.
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The fifth tranche was announced on
17th May by the Finance Minister. As
per this, additional funding of
Rs.40,000 crores to be provided for
MGNREGS scheme over and above
the budget announcement. This would
help in generating more employment
opportunities in the rural sector. It was
also announced that every district
would
have
infectious
disease
hospitals and at block level public
health labs would also be set up. In
the education field, it was mentioned
that PM eVidya would be launched
immediately and each class, from 1 to
12 would have a TV channel. Also,
there would be special e-content for
student with visual and hearing
challenges. Moreover, the top 100
universities would be permitted to start
online classes from 30th May. To
provide psycho-social support for
students and teachers and for
emotional well-being, initiative named
Manodarpan will be launched shortly.

It was also announced that a level
playing
ground
for
private
organizations would be provided in
space sector including satellites,
launches and space based services. A
liberal geospatial data policy is to be
drafted to provide remote sensing data Debt related to COVID would be
along with sense of caution. A excluded from debt definition under
research reactor is to be setup under IBC and that there would be no fresh
PPP model. This would be used insolvency cases in the next one year.
strictly for medical isotopes only. This The minimum threshold for initiation
will also help in cancer research. also increased from Rs.1 lakh to Rs. 1
Facilities, including incubation centres, crore. To ease burden on tribunals and
will be established under PPP mode to courts, violation as per most of the
permit usage of radiation technology provisions under the Companies Act
for food preservation.
would be decriminalized. Seven
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compoundable offences would be
dropped and 5 offences would be
dealt under alternative framework.
Also, companies are now allowed to
list securities directly in permissible
foreign jurisdictions and listing for
NCDs. As per the new public sector
policy,
majority
of the public
enterprises will be opened for private
players. All the sectors will be opened
for private and in the strategic areas to
be defined, atleast one and not more
than four PSEs would remain but
private parties would be allowed even
in them. In other sectors PSEs would
be privatized.
Borrowing limit of states has been
increased from 3% to 5% of Gross
State Domestic Product (GSDP) for
FY 2020-21 which would result in
additional resources of Rs.4.28 lakh
crores to them, despite the fact that
states have only borrowed up to 14%
of the allowed limit. The increased limit
would help the states in carrying out
the reforms planned and to work on
the next phase of “ease of doing
business”. The government has also
transferred money into accounts of
beneficiaries, the breakup of which as
on 16th May 2020 was as below:
•
•

•
•

Rs.2,000 to 8.19 crore farmers
resulting to a total of Rs.16,394
crores
Under NSAP, first and second
installment of Rs.1,405 crores and
1,402 crores respectively with a
target of Rs.3,000 crores
Rs.10,025 crores to 20 crore
women Jan Dhan account holders
Rs.3,950 crores to 2.2 crore
[19]
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•
•

construction workers
More than 12 lakh EPFO members
availed online withdrawal of
advance
Free cylinders were provided to
beneficiaries under Ujjwala Yojana

These measures aid the daily wage
earners, working and rural women to
meet their daily needs during the
lockdown period when they could not
earn their daily livelihood.

ADD-ON MONETARY STIMULUS
As an add on to the fiscal stimulus, the
RBI announced further monetary
policy measures on 22nd May, 2020.
According to this, the RBI Governor
mentioned that the impact of the
pandemic was more severe than
initially anticipated by the Monetary
Policy Committee and that it has
crippled
the
global
economy.
Therefore, to encourage borrowing,
repo rate has been reduced by 40
basis points to 4% currently and the
reverse repo rate reduced by further
40 basis point to 3.35% which would
discourage the banks from depositing
their funds with RBI. Also, the
moratorium on term loans have been
further extended by another 3 months
till 31st Aug 2020. Extension provided
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on import remittances on imports
made before 31st July to 12 months
from the earlier 6 months. The
maximum permissible period for
export credit also increased to 15
months from 12 months. RBI also
announced a line of credit of Rs.
15,000 crores towards EXIM bank.
The central bank also offered a 90-day
extension to SIDBI for the 90 days
term loan facility as a measure to
provide for additional liquidity support
to MSME sector.

drastically and the unemployment
levels have reached an all-time low.
The inflation is expected fall below 4%
in Q3 and Q4 and the future outlook is
uncertain. RBI acknowledged that the
GDP growth for 2020-21 would remain
negative. To combat this, both RBI and
the
Finance
Ministry
have
implemented various financial reforms
and cash stimulus. For achieving the
V-curve recovery predicted by IMF, the
government needs to encourage
consumer spending and foreign
investment.

CONCLUSION
During this period of lockdown
government revenue has been
severely impacted. There has been a
27% contraction in import of capital
goods and the investment demand
has declined sharply. There is acute
stress on various sectors to perform,
but the top 6 industrialised states
accounting for 60% of output are
largely in red & orange zones. Private
consumption has also reduced

[20]

On account of the extension provided
for filing of ITRs, reduction in TDS and
TCS
collections
and
possible
reduction in corporate tax and GST
revenue, the government could stare
at a larger deficit in the coming years.
Thus, the efforts of the government to
revive the economy are welcoming but
the operational success of the same
shall become evident only with time
which at present is marred by
uncertainty with a silver lining.
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MERGERS,ACQUISITIONS AND TAKEOVERS
May 2020 has undoubtedly been the
month of Reliance Jio. There have
been 5 back to back deals, various
multinationals buying stake in the
company as the company moves
towards being a debt free by 2021.
The goal seems much more
achievable than it was in the
beginning of 2021. Reliance is one of
the very few companies who have
been able to reap some benefit out of
the COVID – 19 situation.
INR 78562 crore is the whole
accumulated value to the five deals.
These involve sale of a stake of
nearly 17% to these foreign investors.
Mark
Zuckerberg’s
Facebook
invested a total of $5.7 billion for a
stake of 9.9% in Jio platforms, which
would be Facebook’s biggest minority
shareholding. Jio plans to launch Jio
mart by exploiting the huge network
of 40 million WhatsApp users that
Facebook could provide. Only after a

Few days, Reliance Jio entered into
another stake sale venture with
American private equity firm, Silver
Lake. The investment amounts of INR
4.9 trillion equity value and an
enterprise value of INR 5.25 trillion
enterprise value, which represents a
premium of 12.5%.Silver Lake has
investment in the companies like
Alibaba and Airbnb. This doen’t end
here. After this deal, Vista Equity
Partners decided to invest INR 11367
crore in return for a 2.3% stake in the
firm. For a 1.34% stake, they entered

[21]
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Into a deal with General Atlantic.. After
that US equity firm, KKR has decide to
invest INR 11367 crore. There is also
a proposed $15 billion Aramco deal to
buy a stake in RIL and INR 25000
crore Brookfield deal, if both of these
go through the awaiting clearances,
then the group will have cleaned up its
entire debt. RIL’s market capitalization
has risen over INR 1.29 trillion i.e.
over 16.5% during this period. Since
the announcement on the first deal,
the stock of RIL has risen by 17.6% on
a net basis.

[22]
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slump, obviously because of some
internal factors and some external
factors like Trade war and Global
slowdown. Bit in our case the
government has a decisive mandate
and it has put a lot of policies in place.
I imagine implementation of those
policies and making them more
structured and inherent within the
economy
itself,
focusing
on
implementation and taking it to the last
mile is more important.

Mr. Samrat
Jha

Partner, KPMG India. A Chartered
Accountant, FRM (GARP certified)
and an MBA with 13 years of
Banking consulting experience
within
Group
Finance-Risk
including 10 years across banks in
Western Europe across Benelux,
Germany, Switzerland, France and
Nordics.
1. Currently the economic situation
is not very good. What potential
drivers do you identify to again set
the economy on the path of
growth?
We are making it sound gloomier than
it is. Yes we have seen a bit of a
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2. Recently we have seen that
government
has
introduced
corporate tax cuts with the
objective of easing out the
manufacturing sector and draw
more investments. What further
policies you could think of which
could drive the economy forward
and get more foreign investment
into the country.
I think there are two things which I
hear. On the supply side the
government has a lot more control to
do it, and they are doing a lot more
investment on the infrastructure side.
Fairly important point is that they have
cut on the tax rate, although it is a
very good debate whether it is on
demand side or supply side. But these
elements are already there. The
government needs to continue looking
long term. I think it has improved its
processes and there has been a lot of
technology and digitization involved.
Government needs to walk the talk in
a closer way and implement these
possibilities.
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3. Having worked across Europe,
what are the differences that you
noticed in the work culture
environment
and
business
sentiment between India and
Europe
In Europe, every country is fairly small
in itself and they have got a few big
banks, if we talk about the financial
services world, and then work is
concentrated around it. While in India
we work globally for all clients. India is
becoming or rather is the most
preferred center for all capability
centers, and it is not the question of
cost anymore, rather skill and
intelligence that has come into play.
Obviously that impacts work life
balance. When I was in Netherlands
we were working for a Dutch Bank, we
had a smaller stakeholder set, in a
single time zone where most of the
work happened, thus it was possible
to follow the 9 to 6 model. In India if
you are working in a capability center,
then you are working across different
time zones, across different clients on
global mandates. Which means you
might end up interacting at 7 in the
morning or 11 in the night as well and
then the push is there. Plus I think we
are far more aggressive and
persuasive in trying to grow. Our focus
to grow is much stronger and hence in
terms of work life balance, you work a
lot longer in India then you would in a
developed economy, but obviously
culture also does play a role.
4. What fundamental paradigm

shifts have you observed in people
currently in B-schools as opposed
to people pursuing business
degrees in your time?
I think in our time, we were very
focused on the academic and work
element. During that time people did
not have too much of work
experience, when they came for BSchool, so a level of maturity and a
level of focus was different. Now the
people have worked before and
across different geographies, which
gives them a more holistic mindset
and they have a different set of
priorities. I think their priorities are
related to quality of work, the kind of
organization they work for, work life
balance with the organization, kind of
CSR activities that a particular
organization indulges in. It is very
horizontal ours was vertical, we were
deep into what we were doing, today it
is more multidimensional.
5. What are skillsets that B-School
graduates should focus on, if they
want o make an illustrious career in
the domain of Finance?
On the tangible side, right now
everything is very technology focused.
An MBA needs to be technology
driven, to understand the nuances and
know certain coding languages, to be
easy to work with. On the soft skill
side, it is very important for people to
have strong EQ. As you keep growing
across EQ becomes far more
important than IQ. These are the two
elements I would advise to B-School
graduates based on my experience
Note: Interview was taken on 6th December 2019
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HDFC BANK
HDFC Bank Ltd, incorporated on
August 30, 1994, by Housing
Development Finance Corporation
Limited, is one of India's premier
banks. With its headquarters in
Mumbai, HDFC Bank is a new
generation
private
sector
bank
providing a wide range of banking
services covering transactional/branch
banking on the retail side and
commercial and investment banking on
the wholesale side.
In
1994,
Housing
Development
Finance Corporation Limited was one
of the first to be awarded approval from
the RBI to set up a bank in the private
sector, as part of the RBI's liberalization
of the Indian Banking Industry. The
bank commenced its operations as a
Scheduled Commercial Bank in
January 1995, with Ramon House,
Churchgate branch being the first
branch of the bank. As of now, the
bank is spread out in more than 2,600
cities, having more than 4,700
branches and 12,000 ATMs across.
HDFC Bank also has an international
presence with wholesale banking
branches in Bahrain and Hong Kong. It
also has two representative offices in
the UAE and Kenya.
The bank primarily has three business
segments, namely, wholesale banking,
retail banking, and treasury.
[25]

The wholesale banking segment
provides non-fund facilities, loans, and
transaction
services
to
financial
institutions, corporations, government
bodies, public sector units, and
medium-scale enterprises. The retail
banking segment serves customers
through its extensive network of
branches. This business segment
raises deposits from clients, lends
funds and provides other services with
the help of specialist product groups to
such customers. The treasury segment
deals with generating net interest
earnings on investment portfolio of the
bank.
In March 1995, HDFC Bank launched a
Rs 50 crore initial public offer (5 crore
equity shares at Rs 10 each at par). It
was a complete success with the IPO
being
a
record
55
times
oversubscribed. The bank got listed on
the Bombay Stock Exchange on May
19, 1995 and on November 8, 1995 on
the National Stock Exchange. On July
20, 2001, HDFC Bank's American
depositary receipt (ADR) was listed on
the New York Stock Exchange under
the symbol HDB and also has its Global
Depository Receipts (GDRs) listed on
Luxembourg Stock Exchange.
The bank has always
frontrunner in innovations.

been

a
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In the year 1998, the bank launched
their first retail lending product, Loans
against Shares, and in the year 1999,
the bank launched its online, real-time
Net Banking services. The bank was
the first to launch an International Debit
Card in association with VISA (Visa
Electron) and, were also the first
private sector bank to be authorized by
the Central Board of Direct Taxes as
well as the RBI to accept direct taxes.

HDFC bank is known for making sure
that the customers get the best
services without facing much trouble. In
the year 2014, HDFC Bank launched
the missed call banking service, which
allowed the clients to use banking
services without having the need to
visit the branch or connect online. Also,
in 2015 the bank launched the 10second personal loan approval service,
making the bank the first in the retail
banking space to completely automate
the process of loan approval and
disbursement.

Similarly, In 2008, HDFC bank in one of
the largest mergers in the financial
sector in India, acquired the Centurion
Bank for 95.1 billion INR. In March
2020, HDFC (parent company of HDFC
Bank) also made an investment of
₹1,000 crores in Yes bank, acquiring
close to 7.97 per cent of the post issue
equity share capital of Yes bank.
India’s largest private sector lender by
assets HDFC was the largest bank in
India by market capitalization as of
March 2020 and recently, the bank
created a lot of buzz when China’s
central bank, People's Bank of China
had acquired 1% stake in the bank.

HDFC Bank has over the years also
been a part of major mergers and
acquisition's. In February 2000 the
bank merged with the Times Bank.
Times Bank was established and
owned by India's largest media
conglomerate, the Bennett, Coleman
and Co. Ltd.
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ESG INVESTING
ESG stands for Environmental,
Social, and Governance. These nonfinancial factors are becoming a huge
part of investors’ analysis In identifying
risks and growth opportunities. These
parameters do not form a part of the
Annual Report Compulsions but are
disclosed by the companies in their
Sustainability report, which is also
increasingly
gaining
traction.
Combining the ESG lens with more
traditional stock analysis techniques is
known as ESG integration.
ESG Factors
There is no one exhaustive list of ESG
factors. Some of the ESG factor areE for Environmental
It covers a company's impact on the
Earth, in both positive and negative
ways. A company that's an actively
good steward for the environment
might be good investment option.
Environmental topics include:
• Climate change and
emissions
• Air and water pollution
• Biodiversity
• Deforestation
• Energy efficiency
• Waste management
• Water scarcity

carbon

S for Social
It consists of people-related elements

like company culture and issues that
impact
employees,
customers,
consumers, and suppliers -- both
within the company and in greater
society.
Social topics include• Customer satisfaction
• Data protection and privacy
• Gender and diversity
• Employee engagement
• Community relations
• Human rights
• Labor standards
G for Corporate Governance
It relates to the board of directors
and company oversight, as well as
shareholder-friendly
versus
management-centric attitude.
Corporate
Governance
topics
include• Board composition
• Audit committee structure
• Bribery and corruption
• Executive compensation
• Lobbying
• Political contributions
• Whistleblower schemes
The increasing consideration of
ESG
factors
by
financial
professionals can improve the
fundamental
analysis
they
undertake and ultimately the
investment choices they make.
[27]
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