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&iPhone15

This Independence Day, experience dynamic
magic at 3121/month*

Limited period offer

Go to IndiaiStore.com to find Apple Authorised Resellers near you.

O Down Payment | No Cost EMI | 24 Months INDIA
Fler—:'av ‘ ‘ [l ‘ EIDFCFIRSTBank ‘ i S T O R E

+
Exchange bonus up to ¥8000* INRAM ! | i Redington

24000* instant cashback on credit cards of m ‘ SBI

*Terms and conditions apply. Offer available till stocks last. Special offer available at select participating stores. The limited period illustrative EMI of ¥3121.00 p.m. shown above is computed on 0 down payment, 24 months No Cost EMI consumer loan scheme available from
Bajaj Finance Ltd, HDFC Bank, HDB Financial services, IDFC First Bank and TVS Credit and is calculated on the MRP ¥79600.00 (inclusive of all taxes) for iPhone 15 (15.54 cm, 1N) 128 GB and is as reduced by ¥4700.00 instant store discount. EMIs illustrated above are
rounded off to the nearest rupee for ease of reference. The consumer loan approval from the financier is at their sole discretion. The scheme is provided as No Cost EMI i.e. the benefit of No Cost EMI as a total applicable interest to be charged by financier on consumer loan
for original tenure will be borne by Apple Authorised Distributors. Processing fee is applicable and will be charged to customer. Goods and Services Tax will be applicable on processing fee, and foreclosure charges, as applicable. Customer may be required to enter into
separate agreements or arrangements (by whatever name called) with the financier to avail or use the EMI facility. Customers are advised to read the offer/agreement terms and conditions carefully.The Exchange Bonus of up to 28000.00 is exclusively provided by the Apple
Authorized Trade-in Providers Cashify and Servify at select participating stores in association with participating resellers at their sole discretion. Exchange Bonus is valid only for transactions involving Trade-in of customer’s eligible old devices valued at least ¥3000.00 or
above. Customer’s eligible old devices valued between ¥3000.00 and ¥10000.00 will receive an Exchange Bonus of ¥3000.00 and customer’s eligible devices valued between ¥10000.00 and ¥15000.00 will receive an Exchange Bonus of 25000.00 and customer’s eligible
devices valued above ¥15000.00 will receive an Exchange Bonus of ¥8000.00. The Exchange Bonus and Trade-in value will be passed on as a credit or discount in the customer’s invoice. Exchange Bonus offer can be clubbed with Cards Instant Cashback or Consumer
Loans Offer. Customer’s eligible old device trade-in value as diagnosed and assessed by Apple Authorised Trade-in Providers will be the final offer. Any other T&C's as specified by Apple Authorised Trade-in Providers will apply. The Instant Cashback offer of ¥4000.00 is
valid exclusively on ICICI Bank Credit Card and SBI Credit Card Non-EMI and EMI & on ICICI Bank Debit Card EMI. The applicable Instant Cashback offer is valid for transactions made using Brand EMI option on Pine Labs and Paytm terminals and applicable on select online
merchants via Pine Labs Payment Gateway. Processing fee and GST on interest component applicable as per Bank's terms and conditions. Offer available till stocks last. Available at select Apple Authorised Reseller stores. For store details log on to indiaistore.com. The
offers may be revised or withdrawn without any prior notice. Product features vary by model. TM and © 2024 Apple Inc. All rights reserved.




&iPhone13

This Independence Day, switch to
IPhone 13 at 22288/month*

Limited period offer

Go to IndiaiStore.com to find Apple Authorised Resellers near you.

O Down Payment | No Cost EMI | 24 Months INDIA
rmsew ‘ ‘ [I ‘ [F] IDFC FIRST Bank ‘ i S T O R E

-+

Exchange bonus up to 25000* IN“RAM: | kgRedington

21000* instant cashback on credit cards of m ‘ SBI

*Terms and conditions apply. Offer available till stocks last. Special offer available at select participating stores. The limited period illustrative EMI of ¥2288.00 p.m. shown above is computed on 0 down payment, 24 months No Cost EMI consumer loan scheme available
from Bajaj Finance Ltd, HDFC Bank, HDB Financial services, IDFC First Bank and TVS Credit and is calculated on the MRP ¥59600.00 (inclusive of all taxes) for iPhone 13 (15.40 cm, 1N) 128 GB and is as reduced by ¥4700.00 instant store discount. EMIs illustrated above
are rounded off to the nearest rupee for ease of reference. The consumer loan approval from the financier is at their sole discretion. The scheme is provided as No Cost EMI i.e. the benefit of No Cost EMI as a total applicable interest to be charged by financier on consumer
loan for original tenure will be borne by Apple Authorised Distributors. Processing fee is applicable and will be charged to customer. Goods and Services Tax will be applicable on processing fee, and foreclosure charges, as applicable. Customer may be required to enter
into separate agreements or arrangements (by whatever name called) with the financier to avail or use the EMI facility. Customers are advised to read the offer/agreement terms and conditions carefully. The Exchange Bonus of up to 8000.00 is exclusively provided by the
Apple Authorized Trade-in Providers Cashify and Servify at select participating stores in association with participating resellers at their sole discretion. Exchange Bonus is valid only for transactions involving Trade-in of customer’s eligible old devices valued at least
23000.00 or above. Customer’s eligible old devices valued between ¥3000.00 and 210000.00 will receive an Exchange Bonus of ¥3000.00 and customer’s eligible devices valued between ¥10000.00 and ¥15000.00 will receive an Exchange Bonus of ¥5000.00 and
customer’s eligible devices valued above ¥15000.00 will receive an Exchange Bonus of 8000.00. The Exchange Bonus and Trade-in value will be passed on as a credit or discount in the customer’s invoice. Exchange Bonus offer can be clubbed with Cards Instant Cashback
or Consumer Loans Offer. Customer’s eligible old device trade-in value as diagnosed and assessed by Apple Authorised Trade-in Providers will be the final offer. Any other T&C's as specified by Apple Authorised Trade-in Providers will apply. The Instant Cashback offer of
21000.00 is valid exclusively on ICICI Bank Credit Card and SBI Credit Card Non-EMI and EMI & on ICICI Bank Debit Card EMI. The applicable Instant Cashback offer is valid for transactions made using Brand EMI option on Pine Labs and Paytm terminals and applicable on
select online merchants via Pine Labs Payment Gateway. Processing fee and GST on interest component applicable as per Bank’s terms and conditions. Offer available till stocks last. Available at select Apple Authorised Reseller stores. For store details log on to
indiaistore.com. The offers may be revised or withdrawn without any prior notice. Product features vary by model. TM and © 2024 Apple Inc. All rights reserved.
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HOW DO YOU

POWER

THE FUTURE?

On Independence Day, we at Pratt & Whitney continue our 70-year
commitment to India with increased investments and a stronger
collaboration. Together, we're working with the best and brightest
minds to shape the future of flight.

Learn more at prattwhitney.com/india
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Think Ahead. Think Growth.

Connecting you to
Global Insights!

Discover comprehensive business news
& perspectives curated by the
Leaders in Journalism
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Hindenburg goes
after Reits; how
have they fared?

BY MADHURIMA NANDY

Hindenburg says that since Madhabi Puri Buch was named Sebi chief
in 2022, the regulator has implemented legislation on Reits that
benefited Blackstone, a company where Buch’s husband is an advisor.
However, Reits’ performance has been a mixed bag. Mint explains:

Tale of two cities

While two Reits have managed to keep pace with the benchmark
on YTD basis, the underperformance of the pack is stark over 91.2

the past year.
PIYTD returns [l 1-year returns (in %)
mint

Brookfield India Nexus
Real Estate Trust Select Trust

YTD: Year to date

When were Reits first
approved in India?

A decade ago, Sebi approved the
introduction of real estate
investment trusts (Reits), creating
anew investment avenue for
institutional investors, high net-
worth individuals, and eventually,
ordinary investors. Today, India
has three listed office REITs
(Embassy REIT, Mindspace
Business Parks REIT and
Brookfield India REIT) and one
listed retail Reit (Nexus Select
Trust). As per the Indian REITs
Association, the four listed Reitss
have 1.19 trillion in gross assets
under management, a market
capitalization of over 75,000
crore, and 113.5 million sq. ft of

Grade A office and retail spaces.
REUTERS

What are Blackstone's
major transactions?

Blackstone first sold around 5.8%
stake in Mindspace Business Parks
REIT in an IPO in August 2020,
for around $100 million. In its first
full exit from a Reit, in January
2022, Blackstone sold the rest
9.2% in Mindspace to Abu Dhabi
Investment Authority for 31,740
crore. Then, in December 2023,
Blackstone sold its 23.5% stake in
Embassy REIT for around X7,100
crore. Recently, on 9 August, it
sold 315.5 million units in Nexus
Select Trust for around 34,354
crore in a block deal. It now holds
around 43% stake in Nexus REIT.

ITHE WeEK B,

Embassy Office
Parks REIT Business Parks REIT realty

paving a smooth path for Embassy REIT’s
public listing that year, and three more
Reit IPOs later. Since then, Sebi has
introduced amendments to streamline
processes and make Reits more investor-
friendly. A major move was in March this
year when Sebi established guidelines for
creation of Small and Medium Reits.

Mindspace Nifty Nifty

Source: Bloomberg

What did Hindenburg
say about Indian Reits?

Dhaval Buch, Madhabi’s husband,
is an advisor at Blackstone,one of
the largest sponsors of Reits in
India—it sponsored three Reits but
exited Mindspace (in January
2022) and Embassy (in December
2023). Hindenburg has alleged
that his work at Blackstone, and
subsequent regulatory changes
implemented under Madhabi,
benefited the asset manager as a
major stakeholder. Embassy REIT
was the first Reit to be publicly
listed in April 2019. Dhaval Buch,
however, joined Blackstone in July
2019. Mindspace REIT launched in
August 2020. Nexus Select Trust
REIT, publicly listed in May 2023,
is also backed by Blackstone.

What has happened on the
Reits regulatory front?

Major changes to Reits came before 2019,

9,

Overall, how have
Reits performed?

Reits’ performance has been a
mixed bag. Distribution per unit
(DPU) and price to net asset value
(NAV) are the two key metrics for
investors and both have been
underwhelming. Reits have
exhibited notable market price to
NAV discounts. DPU, for most
Reits, was flat in recent years. The
office market came under pressure
after the pandemic, leading to high
vacancy levels. However, as people
return to offices, both leasing and
occupancy will grow. The de-
notification of SEZ spaces is also
likely to help Reits.
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QUICK EDIT

Let truth
prevail

Hindenburg Research, in fresh
allegations, this timerelated to
the Securities and Exchange
Board of India’s (Sebi) probe of
the Adani case, has pointed a
clash-of-interests finger at
Madhabi Puri Buch, the market
regulator’s chief. Citing whis-
tleblower documents, the
short-seller under Sebi’s scan-
ner has alleged that Buch and
her husband had stakes in an
offshore entity that wasused to
manipulate Adani group shares.
It has also put out emails that
suggest so. Buch and her hus-
band have dismissed it as “char-
acter assassination” and issued
a point-by-point rebuttal to
defend the investments. In early
2024, India’s Supreme Court
expressed confidence in Sebi’s
Adani investigation while
rejecting a plea to order the
probe’s transfer to another
agency. Even without proof of
wrongdoing, the latest charges
that Hindenburg has levelled
have altered perceptions of the
investigative context. With alle-
gations and counters now being
hurled, it’s in the public interest
for this case to be taken over by
sleuths other than Sebi’s, even if
they’re relatively short of the
expertise needed to trace finan-
cial trails. India’s broad goal is to
have the truth prevail and keep
capital markets scandal-free.

/

MINT METRIC

by Bibek Debroy

InBihar, a bvidge built to nowhere,
%3 crores worth—fair and square.
Open fields on either sidle,

No connecting roads for a ride.
Aprobe ison, ﬁ'audsters better beware.

N
QUOTE OF THE DAY

We are witnessing greater
investment flows from India to the
Maldives, particularly in the tourism
sector and we really appreciate that
the diversification of the various
sectors of cooperation is driven
by the needs and priorities of
the people of Maldives.
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@ Dish TV, Godrej Industries, Hindalco and Nykaa FirstCry likely to list on stock

E among companies set to report their Ql earnings. exchanges.
CPIDATA S FROMTATANAGARTOPATNA
Retail inflation data for July to be released. Mint <€ Vande Bharat Expressto begin operations between
poll predicts inflation to come in at 3.6%. LD  Tatanagarand Patna

S SEBIAUCTION OLA LAUNCH

<€ Sebitoauction 19 properties of seven companies to Ola Electric to launch its first electric bike post a

& recover money illegally collected by these firms. tepid listing.

merger.

DISNEY-RIL MERGER

NCLT to resume hearing of Disney-RIL
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PRO KABADDI LEAGUE AUCTION

Pro Kabaddi League season 11 players’ auction to be
held in Mumbai.




PLAIN FACTS

Angst aside, very few
declare capital gains

BY HOWINDIALIVES.COM

ne announcement in the Union budget that raised the hackles of taxpayers pertained to changes in how capital gains
O from the sale of assets such as shares, mutual funds and real estate were to be taxed. However, datashow the subsequent

discourse has been disproportionate to the number of taxpayers likely to be affected. In 2022-23, only about 4 million
taxpayers declared any kind of capital gains income. That’s barely 5% of all taxpayers.

Thebudget set a uniform 12.5% tax rate on long-term capital gains (LTCG) for all assets, but took away the benefit of adjusting
the cost of a property for inflation (or ‘indexation’). Under pressure, the government backed down, allowing taxpayers who
bought property before the budget the choice of paying tax under the old regime (20% tax rate with indexation). For stocks,
though, the increase in LTCG stays. Union finance minister Nirmala Sitharaman continues a shift set into motion by Arun Jaitley

in 2018, when he had introduced an LTCG of 10%, after 14 years of tax exemption.
Onereason for therise in LTCG isgalloping share pricesinrecent years. The government
had everyincentive to tax gains on the sale of stocks, mutual funds and other assets. Capital
gains have grown sharply. In 2022-23, income declared as LTCG was 7.3 times that declared
as STCG (short-term capital gains). As a result, the share of capital gains in total declared
incomerose from4.4%in 2019-20 to 11.6% in 2021-22, although it dropped to 9.5% in 2022-23.

Long-term capital gains tax rate
was hiked after five years
Long-term capital gains tax rate on stocks/mutual funds (%)
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The share of capital gains in total declared
income has shot up post-covid

Share in declared
gross income (%)

O 46
O

O 32
O a7
@ s

97,827
72,202
85,492
158,194
142,042

191,604

1,042,712

975,150

Data on a financial year basis (the year in which incomes were earned).

Source: icicidirect.com

Source: Income tax return statistics, Central Board of Direct Taxes

Companies Over Individuals

BUT HERE'S the fine print. More than individuals, it's non-
individuals that are driving this surge in capital gains income. In
2012-13, about half of the capital gains income was declared by
individuals. Butin 2022-23, where the total capital gains pie
had increased about 10-fold, the share of individuals had
dropped to about 31%.

Companies and other types of entities are increasing in
prominence in this expanding pie. The share of companies has
increased from 39% to about 49%. ‘Other taxpayers’'—a set that
includes limited liability partnerships (LLPs) and trusts—
accounted for about 10% of capital gains declared, up from 0.2%
adecade ago. In fact, the importance of capital gains as a source
of income for companies has increased sharply in recent years.
Since 2018-19, the share of capital gains in overall income
declared by companies has almost doubled, from 7.6% to 13.7%
in 2022-23.

Companies' share in the growing capital
gains pie has been rising

Share of total capital gains, by taxpayer category (%)
Decreased share M2012-13 W 2022-23

3.6
29

urfige

Increased share

Firm

Companies

Others |0 101
AOP/BOI H%

HUF: Hindu undivided family; AOP: Association of persons;
BOI: Body of individuals
Source: Income tax return statistics, Central Board of Direct Taxes

Stock prices have driven the surge in
capital gains income
Year-on-year change (%)

Market Moves

THE JUMP in capital gains income for all classes of taxpayers
has tracked the explosion in markets since covid. Between
March 2020 (when covid-induced lockdowns started and
markets fell sharply) and March 2023, the Nifty 50 surged 90%.
By comparison, between April 2011 and April 2020, the index
rose 55%. While the increase in the Reserve Bank of India’s real
estate index has been more muted, the combined effect of
increases in capital assets, especially stocks, has meant that
investors have made a killing.

After doubling for two successive years, capital gains income

Nifty 50, House prices, Income from
annual range annual range capital gains
2016-17 16.2 47 349
201718 = 16.9 | 28 20.8
01819 | 107 23 2438
201920 | 292 | 19 [|7s
2020-21 65 25
2021-22 233 31
2022-23 15.4 25 -6.5

Nifty 50 data shows the gap between the lowest and highest monthly
averages in the year. House price data is the gap between the lowest
and highest quarterly value of RBI house price index in the year.
Source: Reserve Bank of India; Income tax return statistics,
Central Board of Direct Taxes

declared in 2022-23 declined by 6%. In 2023-24,, the difference
between the lowest monthly average and the highest monthly
average of Nifty 50 was 25%, against 15% in 2022-23. So, expect
ajump in capital gains income to be declared for 2023-24: as
well. But if the recent turmoil in the markets persists, capital
gains income for 2024--25 could be muted.

Domain Of Few

LIKE ALL other categories of taxes, capital gains are highly
skewed. In 2022-23, about 55% of capital gains income declared
by individual taxpayers came from just 30,608 individuals.
That was about 0.4% of the base of individual taxpayers. These
30,000-0dd individuals were the ones who declared capital
gains income of X1 crore or more for that financial year. Of them,
14-individuals declared LTCG of X500 crore or more.

Overall, positive capital gains income, either long- or short-
term, is declared by relatively few taxpayers. For 2022-23,
about 71 million out of 75 million individual taxpayers (95%)
declared no capital gains income at all. Among companies, 97%
declared no capital gains income. Among HUFs (Hindu
undivided families), this share was 92%. Yet, the Budget move
sparked a storm, which has now settled after arollback.

www.howindialives.com is a database and search engine for
public data.

Among individuals too, capital gains
are concentrated

Breakup of capital gains among individuals by
size of capital gains income

[l Capital gains declared (% crore) @ Number of returns

410,834 66,914 33,060 30,608

[ o °
166,791

41547 43,456

23327 23,024

Upto I5lakhto %25 lakhto 350 lakhto %1 crore
35 lakh %25 lakh %50 lakh Xl crore and above

Data for individuals for financial year 202223 (assessment year 2023-24)
Source: Income tax return statistics, Central Board of Direct Taxes

PARAS JAIN/MINT

by Charles M. Schulz

MOM SAYS \ I DON'T LIKE TO DO
T0 COME AND OH,RATS ! ANYTHING THAT INTERFERES
EMPTY ALL THE 3 WITH MY NOT DOING
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CreditAccess to sell
Indian microlender

Deal may value India’s largest microfinancier at around $2.7 bn

ON THE BLOCK

The promoters have already hired investment bankers Jefferies,
Barclays Investment Bank and Bank of America to shortlist buyers.

Anirudh Laskar
anirudh.|@htlive.com
MUMBAI

ndia’slargest microlender Credit

Access Grameen Ltd may soon

have anew owner, withits Dutch

promoter looking to exit, two

people aware of the develop-
ment said.

The Netherlands-based Credit-
Acccess India B.V., which holds a
66.56% stake, is seeking a valuation
ofaround $2.7 billion for the micro-
financier, the people said, in what
would be the biggest deal in India’s
$51 billion microfinance industry.

The promoters have already hired
investment bankers Jefferies, Bar-
clays Investment Bank and Bank of
America to shortlist buyers, one of
the two people cited above said on
the condition of anonymity.

The investment bankers have
already reached out to some pri-
vately held banks and large financial
institutions, the people cited above
said. Ifthe deal talks go through, the
takeover will entail an open offer,
since CreditAccess Grameen is a
listed firm. It will also require
approvals from the Reserve Bank of
India and the Securities and
Exchange Board of India.

Promotersand investment bank-
ersare contemplating a valuation of

PAOLO BRICHETTI
Founder and non-executive director SH,
CreditAccess India

o
/-
|
»

mint

Source: Annual report, company filings, stock exchanges, Mint research

323,000-24,000 crore for Credit-
Access Grameen, said the two per-
sons. According toits Friday closing
price, the company has a market
value of 20,000 crore. “Given its
unique positioning and low cost to
asset supporting sustained interest
income margin growth, the business
of CreditAccess Grameen should
command 15-20% premium on the
current market value, and prelimi-
nary talks for the potential takeover

have attracted several banks,” said
the first person.
CreditAcccessIndia B.V.isbacked
by US-based private equity firm
Olympus Capital Asia, Asian Devel-
opment Bank, a clutch of family offi-
cesand high net-worth individuals.
With gross loan assets of 326,700
crore at the end of FY24, CreditAc-
cess Grameenisthe country’slargest

TURN TO PAGE 6

Hindenburg flux:
Sebi has all info, no
conflict, says Buch

Ram Sahgal & Neha Joshi
MUMBAI

he targets of Hinden-
Tburg’s Saturday night

assault pushed back on
Sunday, denying conflict of
interest, claiming transpar-
ency, and accusing the US
short-seller of character assas-
sination.

Madhabi Puri Buch, chair-
person of the Securities and
Exchange Board of India
(Sebi), and her husband
Dhaval Buch issued a point-
by-point rebuttal to the claims
made by Hindenburg
Research, while the regulator
defended its own record in a
separate statement. Sepa-
rately, the Adani group and
investment firm 360 One, also
named by Hindenburg, rub-
bished its newest report.

“Alldisclosures and recusals
have been diligently followed,
including disclosures of all
securities held or subse-
quently transferred,” the Sebi
chairperson and her husband
said in their statement.

Citing whistle-blower docu-
ments, Hindenburg alleged
that the Buch couple owned
stakes “in both obscure off-
shore funds used in the Adani
money siphoning scandal”.
The two fundsrefer to Bermu-

Madhabi Puri Buch,
chairperson, Sebi. PTI

da-based Global Dynamic Off-
shore Fund and Mauritian IPE
Plus Fund 1, managed by 360
One. These two funds were
allegedly used by Gautam
Adani’s brother Vinod to
invest in the shares of the
Adani group, in violation of
Sebi’s public shareholding
norms.

Regarding the Mauritius
fund, the Buchs’ joint state-
ment said the “investment in
the fund referred to in the Hin-

TURN TO PAGE 6

Hindenburg's strike rate
up asitaimsbigger >P6
Buch owns stake in co
named by Hindenburg >P6

Misleading
ads: Unified
system to fix
complaints

Dhirendra Kumar

dhirendra.kumar@livemint.com
NEW DELHI

fied system to address con-

sumer complaints against
misleading advertisements,
days after the Supreme Court
pulled up the government cit-
ing inadequate action.

While completely overhaul-
ing the mechanism, the gov-
ernment will also establish a
central datarepository of con-
sumer complaints, two people
aware of the matter said on the
condition of anonymity, as
details are not public yet.

Currently, complaints
against misleading adsarereg-
istered with Broadcast Seva,
Press Council of India and the
National Consumer Helpline.
The government aims to
streamline the process as mul-
tiple platforms often lead to
delays and inconsistencies in
addressing grievances, the
first of the two persons quoted
earlier said.

Consumer goods compa-
nies, including Patanjali, have
drawn rebuke from the top
court asmisleading advertise-
ments have triggered con-
cerns about violation of con-
sumer rights.

I ndia plans to roll out a uni-

TURN TO PAGE 6

DCGI frames guidelines to
ensure product traceability

The Drugs Controller General of India
(DCGI), the country’'s top drug regulator, has
framed standard operating procedure and
guidelines to ensure product traceability
throughout the supply chain, as the menace
of fake and spurious medicines grows. >P2

India’s smartphone market
prepares for festival revival

For the first timein four years, India’s 700
million-plus smartphone market is
expecting a mid-single-digit uptick in the
volume of devices sold in India during the
festival season. In stock for buyers could be
instant discounts, easy financing,etc. ~ >P3

Rate hikes likely to make yen
borrowing unattractive: Experts

With low-cost funding a key factor for Indian
companies to borrow from Japan, the recent
lifting of interest rates by the Japanese
central bank may make borrowing from the
East Asian country less attractive, industry
officials and experts told Mint. >P4

India dialling China for its
lithium-ion cell ambitions

Agrowing number of Indian firms are striking
licensing and technology transfer pacts with
China's leading lithium-ion cell suppliers, ina
sign India’s drive to domestically produce

EV battery cells is heavily dependent on
Chinese expertise and technology. >P7

Introducing

Arm Your Portfolio
By Investing In India’'s
Defence Sector.

Scheme:

Contact your MFD/RIA today

This product is suitable for investors who are seeking*:

Aditya Birla Sun Life

Aditya Birla Sun Life

Mutual Fund

Nifty India Defence Index Fund

An open ended Index Fund replicating the Nifty India Defence Total Return Index

NFO PERIOD: 9™ - 23%° AUGUST, 2024

Scheme Risk-0-meter

ADITYA BIRLA
CAPITAL

MUTUAL FUNDS

Benchmark Risk-o0-meter

(Nifty India Defence Total Return Index)

e Long term capital growth

Aditya Birla Sun Life

Nifty India Defence Index Fund
(An open ended Index Fund replicating the
Nifty India Defence Total Return Index)

¢ Investment in equity and equity related
securities covered by Nifty India Defence
Total Return Index, subject to tracking error
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Investors understand that their principal will be at Very High risk
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Investors understand that their principal will be at Very High risk

*Investors should consult their financial advisers if in doubt whether the product is suitable for them.
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A DAY TO REAFFIRM
THE PROMISE TO BE
RID OF RADICALISM

hree days from today, India will be celebrating its 78th
T Independence Day—the day the country was born. Birth-

days, they say, are days toreflect on one’s life: the gains and
losses; the mistakes one has made, and the ways and means to
rectify them. On 15 August what should India, and we as Indians,
be reflecting upon?

To begin with, let’slook at the things to be proud of.

We remain a largely peaceful country despite the turmoil in
our neighbourhood. Take Bangladesh for instance. Violence has
claimed more than 450 lives in that country. The situation has
deteriorated to the extent that prime minister Sheikh Hasina
Wajed had to leave her nation once again.

Now an interim government is fighting to bring the situation
under control.

However, those now labelling Hasina as a deluded dictator had
once waited for her to return to power in Bangladesh with bated
breath. These people forget that within four years of Bangladesh
being liberated in 1971, Sheikh Mujibur Rahman, whom that
country called the “father of the nation”, was assassinated at his
official residence. Hasina was away from the country then; else,
she would have met the same fate. Since then, fortunately, no
head of government has been killed in Bangladesh, though it has
seen many coups. Hasina herselfreturned to power in 2008 after
aseries of particularly violent demonstrations.

The next 15 years were hers. Though she helped strengthen the
economy, she also metamorphosed into a dictator in the garb of
democracy. Over time, the fagade of democracy she put up has
fallen apart. She won the last general election in June solely by
suppression and subversion. The Bangladeshis hadn’t expected
this from her. They took to the streets and dethroned her.

But the chaos has also emboldened anarchists. The way chief
justice Obaidul Hassan was forced to resign following a supreme
court siege is terrifying. The way Hindus are being targeted in
Bangladesh over the past few days is also deeply worrying India.
Iam reminded of a statement an Indian diplomat stationed in
Dhaka had made two years ago: “In 10 years, Bangladesh would

turn into Afghanistan.” Is that fear

Only India coming true? Maybe.

stands tall as a There is instability elsewhere, too.

beacon of In Nepal, monarchy was replaced by
. democracy in 2008, but a stable gov-

democracy mn ernment has eluded that country

the whole of since. Myanmar, in turn, has been

South Asia under the thumb of the junta, while Sri

Lanka saw a Bangladesh-like situation

only afewmonthsback. As for the Mal-
dives, president Mohamed Muizzu was elected democratically
but hasshown little inclination to believe in democratic values
asis evident from the fact that he removed and jailed two of his
ministers on charges of “black magic”.

Only India stands tall as abeacon of democracy in South Asia.
We have had our share of instability. During the last seven-and-a-
halfdecades, the country hasbeen run by coalition governments
for 30 years. Charan Singh, V. P. Singh, Chandrashekhar, Inder
Kumar Gujral, and H. D. Deve Gowda have all led such coalitions
for short stints. Still, we have held on to our beliefin democracy.
Isthat adequate?

Absolutely not. As we move towards another Independence
Day, we need to be alert against subversive forces. As the events
unfolded in Bangladesh, fly-by-night experts mushroomed on
social mediamaking a “killing” from doomsday predictions for
India. They had done the same for Sri Lanka and Pakistan.

Irresponsible statements by politicians embolden such ele-
ments. A few days ago, a former foreign minister shocked every-
one when he claimed India, too, can witness violent demonstra-
tions as in Bangladesh. We all know that India is not Pakistan,
Bangladesh or Sri Lanka. Our size, diversity and tradition of
co-existence stop us from straying too far.

But some experts say: If our “relative” Pakistan can lose its way,
why can’t we? What they forget is that on 15 August 1947 we
shunned British slavery but not our legacy of Indian-ness.

Pakistan tried to create a new identity based on religion and
ended up destroying itself. Bangladesh is dealing with the same
malady. Even when the ambassadors of peace, the Buddhists, in
Myanmar and Sri Lanka tried to conduct Bangladesh-like experi-
ments, they fell flat. It'sbecause we shouldn’t forget religion isa
part of culture and not the other way around.

Radicalism is poison for the subcontinent. Independence Day
reminds us of this fact every year.

Shashi Shekhar is editor-in-chief, Hindustan. Views are per-
sonal.
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DCGI frames guidelines to
ensure product traceabilit

Substandard, spurious pharma products are a significant threat to public health and safety

Priyanka Sharma
priyanka.sharma@livemint.com
NEW DELHI

he Drugs Controller General

of India (DCGI), the country’s

top drug regulator, has

framed standard operating

procedure and guidelines to
ensure product traceability throughout
the supply chain, as the menace of fake
and spurious medicines grows.

The DCGI has circulated this good-
distribution practice as traceability isa
big challenge due to a lack of proper
documentation throughout the distri-
bution channel. In case of adulteration,
a seamless product traceability will
likely help authorities identify the exact
stage in the supply chain where the
medicine was contaminated or spurious
drugsintroduced. This assumes signifi-
cance as the Indian pharmaceutical
industry has come under global glare
following allegations that spurious
cough syrups from the country were
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In case of adulteration, traceability can help authorities identify the stage in the

supply chain where the medicine was contaminated.

ing the transit till wholesale and retail
level was not ensured by the manufac-
turers.

These draft guidelines on good distri-
bution practice have been framed at par

MINT

Queries sent to the health ministry
spokesperson remained unanswered till
press time.

Drugs & Cosmetics Act 1940 and
Drugs & Cosmetic Rules 1945 specify

linked to children’sdeaths the conditions to be ful-
in Gambia, Cameroon, m filled to sell, stock, exhibit
and UzbeKistan. or offer forsale or distrib-
In the recent DCGI’s TI:UhCEABc:LITtY iIS ak '\gAlNTENAdNtCE Off DRAFT ﬂi'eﬁ 53){ g ute the drugs across the
drugs consultative com- S8 B G2 0 T o g transit  must complywith | country: -
mittee meeting held in  tion throughout wasnotensuredby  standards of good The draft guidelines

June, it was decided to
incorporate good distri-

distribution channel.

the manufacturers.

distribution practice.

said that individuals such
as manufacturers and

bution practice as a
Schedule in the Drugs and Cosmetic
Rule, 1945.

Itwasdiscussed that due tonon-man-
datory nature of guidelines, the mainte-
nance of storage condition of drugs dur-

with World Health Organization stan-
dardsand stakeholders can send in their
comments and suggestions over the
next 30 days, before the rules are final-
ized.

wholesalers, brokers, sup-
pliers, distributors, logistics providers,
traders, transport companies and for-
wardingagentsand their employeesare
generally responsible for the handling,
storage and distribution of pharma

products. Therefore, to maintain the
original quality of pharmaceutical prod-
ucts, every party involved, such asin the
distribution chain, must comply with
the standards of good distribution prac-
tice.

“Substandard and spurious products
are a significant threat to public health
and safety. This guideline is meant for
those involved in supply chain of medi-
calitem and their active role to protect
the pharmaceutical supply chain against
the penetration of spurious/substan-
dard pharmaceutical products,” said a
state drug controller, requesting not to
be named.

“The nature of the risks involved is
similarto that encountered in the man-
ufacturing environment, for instance,
mix-ups, adulteration, contamination,
cross-contamination, spurious. The
involvement of unauthorized peoplein
the distribution and sale of pharmaceu-
tical products is a particular concern,”
the official cited above said, adding that
these guidelines can be used asatool to
curb the distribution of substandard and
spurious products. The guidelines
underlined the procedures to ensure a
safe, transparent and secure distribution
system which includes product tracea-
bility throughout the supply chain.

Scan the QR
code to read
an extended
version of
this story.
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PM Modi
releases

109 seed
varieties

DhirendraKumar
dhirendra.kumar@livemint.com
NEW DELHI

rime Minister Narendra
P Modi on Sunday
launched 109 high-

yielding, climate-resilient, and
biofortified seed varieties to
enhance farm productivity
and improve farmers’ income.

Developed by the Indian
Council of Agricultural
Research and state agriculture
universities, the seeds cover 61
crops, including 34-field crops
and 27 horticultural varieties.

Mint first reported this
development on 9 August.

Accordingto the agriculture
ministry, Modi launched the
seeds at three experimental
agriculture plots on Delhi’s
Pusa Campus and also inter-
acted with farmers and scien-
tists. The field crop varieties
include cereals, millets, forage
crops, oilseeds, pulses, sugar-
cane, cotton, and fiber crops.
For horticulture, the prime
minister introduced new vari-
eties of fruits, vegetables, plan-
tation crops, tubers, spices,
flowers, and medicinal plants.

One ofthe 109 seed varieties
released is CR Dhan 416, arice
variety ideal for coastal saline
areas. Ityields48.97 quintal per
hectare and maturesin125-130
days. Thisismoderately resist-
ant to brown spot, neck blast,
sheathrot, rice tungro disease,
and glume discoloration.

For an extended version of
this story, go to livemint.com

India, Brazil to discuss defence, ESG, Al skills sought after as
agri at Joint Commission meet  boards rejig: Deloitte’s Goradia

Puja Das

puja.das@livemint.com
NEW DELHI

he ninth India-Brazil
T Joint Commission meet-

ing, which is likely to be
held on 27 August in New
Delhi, may discuss bilateral
cooperationin energy, defence
and agriculture.

The agenda for the high-
level meeting, held every two
years, includes climate change,
critical minerals, biofuels and
oil, as India seeks Brazilian
expertise in these areas, two
senior officials at the Brazilian
embassy said.

While the Brazilian side is
expected to bring up the issue
of market access foritsagricul-
tural products, defence has
emerged as one of the key pil-
lars of the Indo-Brazilian rela-
tionship, alongside energy and
farm trade. Security coopera-
tion featured in bilateral talks
between Brazil’s president Luiz
Inacio LuladaSilvaand Indian
Prime Minister Narendra Modi
during G20 Leaders' Summitin
New Delhi last September and
the Joint Commission may take
outsomesignificant topicslike
technical cooperation and mar-

The agenda for the meeting
includes climate change, oil,
critical minerals & biofuels.mint

ket access for Brazilian agricul-
tural products and collabora-
tionin defence from that sum-
mit and discuss thoroughly.
“Our chancellor and minis-
ter of foreign affairs will come.
Asofnow, we don’t know who
allwillbe part of the delegation;
we are still finalising the com-
position of the delegation with
the capital,” the officials said.
“There will be a meeting
between Dr. Jaishankar (India's
minister of external affairs) and
Mauro Vieira (Brazilian foreign
minister) on 27 August. The
meeting is expected to yield
strategic initiatives related to

three things—agriculture,
energy and defence. Before the
ministers’ meeting, there is a
lot of technical work backstage
to produce materials for them
to discuss. For agriculture,
technical cooperation between
India and Brazil and market
access foragricultural products
could be discussed during the
joint committee meeting," said
Angelo de Queiroz Mauricio,
agricultural attaché at Brazil’s
embassy in New Delhi. “These
are the two things we are work-
ing on so they can announce
some initiatives and actions.
There are two working groups,
one on animal husbandry and
the otheronagriculture. They
meet from time to time and dis-
cuss technical requirements
and then convey their deci-
sions to the committee. The
expectation was to be able to
announce more market access
for Brazilian citrus, basically
orange and a different kind of
lemon that contains morejuice,
and different Brazilian and
Amazon productslike different
types of nuts, timber, wood,
etc., but there has been no
progressso far.”

For an extended version of
this story, go to livemint.com
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ubliclimited companies,
P includinglisted ones, are

set for a rejig in their
boards with a large number of
directorships falling vacant this
yearand the next due to astatu-
tory requirement forrotation of
independent directors, allow-
ing businesses to pick those
with new-age skills, as per
Deloitte South Asia chairper-
son Shefali Goradia.

In an interview, she said
companies are increasingly
reaching out to head hunters
foridentifying candidates with
skills in areas like Al and envi-
ronment, sustainability and
governance (ESG), shifting
from the past trend of going for
internally-referred candidates.
The churn also opens up
opportunities formore women
asbusinesses are keen tomake
their boards more diverse.

The board rejig is triggered
by a provision in the Compa-
nies Act which became effec-
tive from 1 April 2014 mandat-
ing rotation of independent
directors, who can serve on a
board for a maximum term of

Deloitte South Asia chairperson Shefali Goradia.

10 yearsin one go—thatis, two
consecutive terms of five years
each. After that, a cooling-off
period is required before one
canget hired in the same com-
pany, but they are free to join
the boards of other companies.

“Therefore, in 2024, we see
many experienced independ-
ent directors who have been
serving on company boards for
many years now completing
their terms. This is the year of
transition, which has already
started. Some independent
directors moved on last year,
some are moving on this year,
and some aresstill in the process
of moving. There is a lot of
activity on company boards
because of this, and nomina-

Batchmates hail Somanathan’s appointment as cabinet secretary

Dhirendra Kumar est-serving cabinet secretary,

dhirendra.kumar@livemint.com
NEW DELHI

he appointment of sen-
T ior IAS officer and
finance secretary T.V.
Somanathan as the next cabi-
net secretary of India has
been hailed by many of his
colleagues and batchmates as
the right choice to lead the
country's bureaucracy.
Somanathan, who ranked
second in the 1987 Civil Servi-
ces Examination, will take
over from the outgoing 1982-
batch officer Rajiv Gauba,
who has held the post since 30
August 2019. Gauba, the long-

will complete a five-year term
upon hisretirement.

The cabinet secretary isthe
top-most civil servant of the
country, and comes under the
direct control of the prime
minister.

Among his many achieve-
ments, Somanathan played a
keyrole inimplementing fis-
cal reforms, including the
introduction of the Goods and
Services Tax (GST) in July
2017, while serving as joint
secretary in the Prime Minis-
ter's Office.

Also, he helped manage the
Indian economy during one
ofits most challenging times,

Somanathan has been appointed the new cabinet secretary. mint

It was Somanathan who
was instrumental in the
implementation of the Prad-

the Covid-19 pandemic, while
serving as expenditure secre-
tary in the ministry of finance.

han Mantri Garib Kalyan
Yojanaand Atmanirbhar Bha-
rat schemes, both of which
were rolled out during the
pandemic.

“Our whole batch is happy
that he has become cabinet
secretary. He is deserving and
the senior-most officer. The
government has truly chosen
an officer on merit,” said Arun
Singhal, director general of
National Archives of India,
and his batchmate.

“It’snot that he gets swayed
by everyone’s opinions easily.
He is firm and fair, while
being polite. He sticks to his
decisions and is not wishy-
washy. He has proven his

mettle while serving as
finance secretary and in other
assignments in the govern-
ment of India," said Singhal,
anIAS from the Uttar Pradesh
cadre.

Pravir Krishna, another
batchmate, said, “We all pre-
dicted when he joined the ser-
vice that he would become
cabinet secretary, and now it
has come true.”

“Heis very disciplined and
strict, making decisions based
solely on facts. Heis one of the
finest officers and a strict dis-
ciplinarian, recognized as one
of the most outstanding
members of the service,” said
Krishna, a retired IAS officer

from Madhya Pradesh cadre.
“Despite his strictness, he is
soft-spoken, approachable,
and open with everyone. He
has a photographic memory,
recalling every incident with
remarkable clarity. Well-liked
within his batch, he is also
known for being strictly vege-
tarian,” said Krishna, a former
managing director of Tribal
Co-operative Marketing Fed-
eration of India (Trifed).

Scanthe QR
code to read
an extended
version of
this story.

tion and remuneration com-
mittees of many listed compa-
nies are tasked with helping
identify the right candidate for
theirboard,” said Goradia.
Shesaid firmsare leveraging
independent directorrotation
asan opportunity tomodernise
theirboards and address exist-
ing skill gaps. “Businesses are
actively looking for directors
who bring the complementary
skill sets on the board, in terms
oftechnology, digital transfor-
mations, artificial intelligence
orcybersecurity. Thischurnin
independent director positions
is infusing new blood into
boardrooms,” said Goradia.
For an extended version of
this story, go to livemint.com
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THE MONDAY QUIZ | nd ia'S smart

1) POLYMATECH
Electronics announced
the acquisition of which
US-based firm?

2) WHAT did L&T Tech-
nology Services (LTTS)
unveil through its collab-
orationwith Altair?

3) HYDERABAD-based CtrlS Datacenters shared its
plans to invest ¥400 crore in which of its new facilities?

\V4

phone market
prepares for festival revival

Centricity
set to raise

S15 million
funding

4) WHICH IndianIT
services firm announced
itsintent to acquire Zee-
nea SAS for €24 million?

5) LAST week, which
Amazon executive
resigned from the firm’s
India head position?

s GLOSSARY

Shouvik Das

NEW DELHI

shouvik.das@livemint.com

Smartphone push
After three tepid festival quarters, this

Smartphone market is expecting a mid-single digit uptick in volume of devices sold in India

Priyamvada C
Priyamvada.c@livemint.com
BENGALURU

urugram-based wealth-
tech startup Centricity
is set to be valued at

$100 million asitlooks toraise
about $15 million in a funding

Jagged intelligence:
Jagged intelligence isa
term used to describe the
inconsistent performance

or the first time in four years,
India’s 700 million-plus smart-
phone market is expecting a
mid-single digit uptick in the
volume of devicessold in India
during the festival season. For this, in
stock for buyers could be instant dis-
counts, bank-linked cashback offers,
easy financing schemes, as well as device

year's festive season is key for brands
to revive buyer interest.

@ Shipments (inmn) & a Growth (in %)
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round led by Lightspeed Ven-
tures, two people familiar with
the matter told Mint.
“Alongside some existing
investors, the round may also
see participation from other
new investors,” one of the peo-
ple cited above said. “The deal
isexpected to close in the com-

ofalarge language model -
(LLM)across different . ; '
tasks. For instance, these - / 1
Al models may be good at F f
writing poetry or Payload:In cybersecu-
generating code but failto | rity, payload is the mali-
solve logical reasoning cious code or data shared

problems. This usually
happensbecause models

with avictim’s system as
part of a cyberattack. It

or USB drives. Under-
standing different kinds of
payloadsis crucial for pro-
tecting against cyberat-
tacks and implementing
prevention measures.

ITIL: ITIL stands for Infor-
mation Technology Infra-
structure Library. It'sa set
of best practices designed
to help organizations
manage and improve their
IT services. It provides a
structured approach to
delivering IT services that
align with business needs,
and also helps businesses

Data mart: A data stor-
age system, data mart
contains information spe-
cific to a business unit of
an organization. Data
mart consists of select
data optimized for faster
query responses due to its
smaller size. Itis less

upgrade bonuses that will be offered
across physical and online stores over
the next three months.

This is crucial, since the September
quarter marks the festival seasonin the
domestic market—which accounts for
nearly 40% of the entire year’s gadget
salesin what is one of the world’s largest

may lack real can be delivered to a com-
comprehension or puter via malicious web-
understanding. sites, email attachments, consumer markets.

Five industry analysts and retailers
that Mint spoke with said that this year’s
festive period expects to see amid-single
digit uptick in sales of smartphones.
Thisisinstark contrast to the past three
years, where quarterly shipments of
smartphones registered double-digit
declinesin the festival quarters of 2021
and 2022—and remained flat last year.

Nilesh Gupta, director of national
multi-brand electronics retailer Vijay
Sales, said that sales and shipments
of devicesin the first halfof the year THE PRICE CONCERN
isa key indicator of a revival of for-
tunes in this festival season.

“Coupled with a strong first half,
we’ll also be ramping up Diwali sales
and promotions, and brands will be
driving better deals and discountsto
grab more buyer attention. Given

*Q3 2024 is projected data

Source: 2020-2023 data: IDC India;
2024 projection: Mint research

FESTIVAL season
accounts for nearly
40% of the entire
year's gadget sales in
the domestic market
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ber, the likes of Samsung, Xiaomi and
Vivoare expected to host multiple new
launches of smartphones—right in time
for the festival period.

Manish Khatri, partner at Mumbai-
based electronicsretailer Mahesh Tele-
com, added that anumber of brands are

QUARTERLY mobile
shipments registered
double-digit decline
in the 2021and 2022
festival quarters

A near-80%rise in

of freebies such as power banks or
smartwatchesbeing bundled with cer-
tain categories of smartphones, all of
which gives us hope for a better festive
quarter than the previous two or three
years,” Khatri said.
Tobe sure, brands have struggled to

average price of fears that the
smartphones sold upward trajectory of
has kept the prices cannot
industry afloat continue indefinitely

AN industry expert

Samsung, Xiaomi and Vivo are expected to host multiple new launches of
smartphones between August and November.

boosted quarterly revenue.

ments.

Itisthisthat brandsare desperate
to change. A senior executive at
one of India’s top smartphone
brands said on condition of ano-
nymity, “Given the core nature of

quarter to around 322,400 today, a
near-80% rise in the average price has

For the smartphone industry, this
meant $12.5 billion in potential quar-
terly smartphone revenue this year
against $8.1billion in 2020—despite an

18% overall drop in quarterly ship-

India’s consumers, you can’t expect
pricesto continue on an upward tra-

ing weeks as the company has
already received a few term
sheets,” the person added.

The second person added
that the company plans to use
the funds to expand operations
acrosstechnology, investment,
and sales functions. While
Centricity declined to com-
<2 ment, Lightspeed did not

immediately respond to a
MmNt request foracomment.

This marksa sharp increase
from its previous valuation of
$20 million when it raised
about $4 million in its
seed funding round led by
Burman Family Holdings
and other angel investors
including Shantanu Agarwal
(LNJ Bhilwara group) and
Arun Jain (Intellect design
arena/Founder-Polaris soft-
ware Labs).

Techcrunch in July first
reported that the startup wasin
advanced talks to bag more
than $20 million in a funding
round led by Lightspeed.

e

complex and expensiveto | managerisk and
implement than a data strengthen customer rela-
warehouse. tions.
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how thisyear has gone so far, we expect
this festive season to be better than the
last three years,” Gupta said.
Gupta’'sassessment isin line with how
brands are looking to align themselves
inthisindustry. A senior industry execu-
tive with direct knowledge of the matter
said that between August and Novem-

already rolling out a wider range of
offers in anticipation of festival season
demand.

“Samsung, for instance, is introduc-
ing cashback offers and instant dis-
counts, along with zero-interest financ-
ingoptions. All of these can be clubbed
together. There are also many instances

draw in new smartphone buyers organi-
cally, thereby hurting festival season
sales since smartphones are the biggest
contributors to the consumer electron-
icsindustry.

However, the rising average price of
smartphonessold has kept the industry
afloat—from 12,600 in the 2021 festival

jectory indefinitely. At some point, we'll
hit a ceiling, which can hurt us in the
long run. To ensure that this doesn’t
happen, we're doing what we can from
our end to boost volumes in this vast
market once again.”

Foran extended version of this story, go
to livemint.com

In FY23, the company
reported a total revenue of
X13.5 crore and a net loss of
1.3 crore, as per data sourced
from Tracxn. It is yet to file its
FY24financial results.

For an extended version of
this story, go to livemint.com

Tenth Episode of Crafting Bharat

Podcast Series Explore the future insights of Indian startup ecosystem

Advertisement

Indian is a country with
great potential consider-
ing its population size,
open global economy, and
increasing digital adop-
tion. India’s startup eco-
system is the driving force
for India's economic
growth.

The "Crafting Bharat - A
Startup Podcast Series"
powered by AWS, and an
initiative by NewsReach,
in association with VCCir-
cle, unlocks the secrets
behind these successful
entrepreneurs’  journeys
aiming to equip aspiring
entrepreneurs and busi-
ness enthusiasts with
invaluable insights. The
podcast series is hosted
by Gautam Srinivasan,
famed for hosting a
diverse range of TV and
digital programs, currently
consulting editor at CNBC
(India), CNN-News18,
Forbes India, and The
Economic Times.

Financial independence
awareness is rising with
the increasing young gen-
eration of India, and pas-
sionate and astute found-
er, Dale Vaz, Founder &
CEO Founder of Aaritya,
is on a mission to make
financial independence
seamless. In the Crafting
Bharat Podcast Series,
Vaz talks about his entre-
preneurial journey, build-
ing a trading platform and
upcoming trends in the
industry.

Explore the tales of Indian
startup founders' transfor-
mation from dreams to
reality, navigating chal-
lenges to seize opportuni-
ties through the Crafting
Bharat Podcast Series.

Edited Excerpts:

Segment 1:

The Incubator

What was going
through your mind

when you put in your
papers around this time
last year as the CTO of a
(reclaimed) decacorn to
lead a startup of your
own?

There were a couple of
factors that were running
through my mind back in
December of the 1 year.
One factor was that | have
always seen my career in
chunks of 5 years. Every
five years | would take out
time to relook at what | am
doing and plan the next 5
years. | believe that 5
years is a good chunk be-
cause it gives you enough
time to build something
meaningful and at the
same time it's a good
enough chunk where you
can then think of the next
5 years as a certain plan.
So, | was coming up on 5
years at Swiggy and one
option was always open
which was to continue.
But | have always had this
itch at the back of my
mind about taking the ex-
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Dale Vaz, Founder & CEO of Aaritya discusses his entrepreneurial journey, building a trading platform and
upcoming trends in the industry with host Gautam Srinivasan.

perience | have gained in
working at a consumer
product company and ap-
plying it to some transfor-
mative space. That itch
was very strong, and it
became even stronger as
| was thinking about the
next phase of my life.

How did you sync your
expectations with the
investors for Aaritya?

My journey with the VC
Community has been a
revealing one because
from the outside it would
appear that they would
just give the money away.
But interestingly what |
learned is that the VC
Community is very well
educated about the space
and so they have their
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adds value;

Diversity

include team
members who
bring fresh
insights, not just
those who think

like you.
¢

own perspective and
belief on what will work
and what won’t. In terms
of aligning the investors
with my vision, it was
largely mutual agreement,
where we both came to a
place where we both felt
that we need to focus on
the long-term goal and the
long-term is really looking
at the new age genera-
tions of users coming up,
as more than half of our
country is 29 years and
below.

Considering your vast
tech experience with
Amazon, how do you
think AWS could be an
effective partner to help
you scale up?

| have a history with AWS

Dale Vaz, Founder & CEOQO of Aaritya discusses his entrepreneurial journey, building a trading platform and
upcoming trends in the industry.

due to my past work at
Amazon and Swiggy, we
have chosen AWS as our
partner for Aaritya. There
are a few reasons why we
prefer AWS; one, they
give us the ability to scale
but in a very cost-effective
manner; second, some of
the AWS managed ser-
vices allow us to take
away some of that opera-
tional load and give it
away to AWS.

Segment 2:
The Accelerator

Considering your expe-
rience, what would you
say is the key to a good
working relationship
with the venture capital
folks, for all the newly
minted founders
listening in?

It's very early for me to
give advice as | have
been doing it for a year
now, but one thing that
has really worked for me
so far is being
transparent.

What’s your view on
dealing with tech debt
that some startups face
when they scale up too
quickly?

| have this model which |
have used which has kind
of helped me. | see debt
as two different types, one
is a short-term mistake
that is expensive to fix like
a credit card debt and

second is the kind of debt
you consciously take like
a home loan which is not
too bad to have it around.
As a leader you need to
balance on when you are
taking conscious debt
which you can pay off
over time versus when
you are taking a poor de-
cision that can lead to a
big pain. As a leader if you
can manage conscious
calls then you can
achieve the balance be-
tween debt and speed of
execution.

The Indian startup eco-
system has been boom-
ing making its mark at the
global level. With increas-
ing digital adoption and
passionate entrepre-
neurs, the future of the
Indian startup ecosystem
is promising.

Stay tuned to the Crafting
Bharat Podcast Series as
we bring you these inspi-
rational entrepreneurs for
insightful and candid dis-
cussion with Gautam
Srinivasan.

Scan the QR Code to
Watch the full episode
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MINTSHORTS | |C Investors’ patience pays off

Hedge funds most bearish on
commodities since 2011

Hedge funds are the most bearish on commaodities prices
in at least 13 years as fears of a deeper economic slow-
down cast doubts on demand for everything from crude
oil to metals and grains. Money managers piled a com-
bined net-short position of almost 153,000 futures and
options across 20 raw-material markets in the week
ended Tuesday, according to US Commodity Futures
Trade Commission data compiled by Bloomberg. The
move underscores a major shift in sentiment since pan-
demic-eradisruptionsin supplies and talks of acommod-
ity super-cycle rushed speculators into arecord bullish
betin 202I. A slowdown in China and arebound in pro-
duction have since eroded investor appetite for raw
materials. Recent market turmoil caused by US recession
fears exacerbated the move, prompting investors to flip

Manish Joshi
feedback@livemint.com

upfront, depressing the profits in the

initial years. Thus, faster growth may

mean slower growth inreported profit
and vice versa.

In the QIFY25 earnings call, LIC’s
management said they are not fixated
on margins and remain focused on
delivering absolute VNB growth. Still,
FY25 VNB margin islikely to be higher
year-on-year. Also, they are
striving to push the VNB RC
margin higher towards 20%
plus in the medium term.

But they also want inves- DESPITE the gapin
VNB margin, LIC's
shares have gained

asmuch as 76%in

LIC, being the oldest life insurance
company, will take some time to
reduce the share of participating poli-
cies even though its share in APE fell
from 56% in QIFY24: to44% in QIFY25.
However, it hasalot to catch up with its
private sector peers in terms of the pre-
mium earned from selling term insur-
ance or pure protection policies.

While LIC earnsless than
1% ofits total APE from term
insurance, the same for
HDFC Life and ICICI Pru-
dential was at 14% and 18%.
Given that the profitability
of term insurance is the

Secret sauce

LIC's conscious policy shift to lower the share of participating policies in the

ife Insurance Corp. of India APE mix bodes well for profitability

Ltd’s (LIC) June quarter results

show that it continues to lag

behind some big private sector

peers on key parameters, not-

withstanding its large base. LIC’s annu-

alized premium equivalent (APE)

growth and value of new business

(VNB) margin in QIFY25 stood at 21%

and 14%. The corresponding numbers

for HDFC Life Insurance Co. Ltd were

23% and 25%, and for ICICI Prudential 40
Life Insurance Co. Ltd at 34% and 24%.

M Individual participating M Individual non-participating Group Share in total APE (in %)
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| | tors to appreciate that the
margin isan outcome of the

their net commodity bets to bearish for the first time  For insurance companies, APE is a business where margin the past year highest, LIC continues to
since 2016. BLOOMBERG  measure of sales growth and VNB a 20 cannot be the only focus. . suffer as it has a negligible
profitability parameter. For instance, if a cus- LIC'S price-to- presence in the segment. In

-

earnings multiple is
20x for FY25, while
the same for peersis
over 80x plus

Q2FY25, LIC launched
Yuva Term and Yuva Credit
Life with their digital ver-
sions to take on competi-
tion.

LIC’s Qlresults have been met with
subdued reaction by the Street. But
there is a possibility that if it is able to
grow its absolute VNB even at alower
margin than peers, there is scope for
valuation discount to keep on narrow-
ing, going by the past year’s trend, at
least.

Despite the significant gap in VNB
margin, LIC’s shares have gained as
much as 76% in the past year, com-
pared to the 28% gain and 9% gain seen
in ICICI Prudential and HDFC Life. A
part of the outperformance can be exp-
lained by the recent sharprally seenin
public sector undertaking (PSU) sto-
cks, including LIC. Further, value inve-
stors seem to have piled up on LIC
stock to take advantage of the huge val-
uation gap vis-a-vis private sector
peers.

tomer wantsa participating
policy, he cannot be sold a
non-participating policy
just because the manage-
ment wants to reduce the
share of less profitable participating
policy. Participating policies are less
profitable for shareholders as these
policyholdersare entitled to a share the
insurance company's profit. LIC’s VNB
margin in non-participating policy in
QIFY25 at 40% is five times that of its
participating policy.

QIFY23

Note: APE is annualized premium equivalent

QIFY25

Source: Company, Motilal Oswal Financial Services

PRANAY BHARDWA|/MINT

As such, the valuation gap still per-
sists. A simple way to understand this is
in terms of price-to-earnings multiple
based on the profit after tax (PAT) in
shareholders’ profit & loss account
while ignoring the policyholders’ profit
& loss account. Annualizing LIC’s
QIFY25 PAT of 10,461 crore, the

price-to-earnings multiple works out
to 20x for FY25, while the same for
peersisover 80x plus.

To be sure, the price-to-earnings
multiple isnot the most preferred valu-
ation metric for life insurance compa-
nies. That’sbecause the expensesin the
life insurance business are recognized

Mark to Market writers do not have positions in the companies they have discussed here
Carlos Yulo became the Philippines’ first male gold

medallist last week. AFP

Olympic gold medals are
worth more than ever

Olympic gold medals are worth more than ever at this

‘More BoJ interest rate hikes may make yen loans unattractive’

year’s Paris 2024: Olympic games, with the raw materials
that go into them having the potential to fetch about
$900 each. The medals contain six grams of gold, the
price of which soared to arecord in mid-July thanks to
central-bank buying, retail interest in China and expecta-
tions of easing US monetary policy. Prices are also sub-
stantially higher this year for silver, which makes up at
least 92.5% of the weight of gold medals. Even after
adjusting for inflation, the value of medals is still the
highest ever, with Olympians benefiting from both the
sharprally in bullion prices and increasingly hefty med-
als. In practice, Olympians do not tend to melt or sell their
medals, which this year also contain a small piece of the
Eiffel Tower. More lucrative are the gifts that countries
give winning athletes, which include cash, exemptions
from military service and cows. Carlos Yulo—who
became the Philippines’ first male gold medallist last
week—will enjoy a fully furnished condo and a lifetime
of free colonoscopies. Medals that are sold can be worth
far more than their metal value. BLOOMBERG

Rhik Kundu RiturajBaruah
NEW DELHI

ith low-cost funding
akey factor for Indian
companies to borrow

from Japan, the recent lifting of
interest rates by the Japanese
central bank may reduce the
relative attractiveness of bor-
rowing from the East Asian
country, industry officials and
experts told Mint.

While the latest rate hike may
not deter Indian corporates
from borrowing from Japan,
further rate hikes could force
them toreconsider their plans.

Last week, the Bank of Japan
raised its interest rate for the

second time in 17 yearsin anot-
her step away from its long-sta-
nding ultra-loose monetary pol-
icies, setting an interest rate of
0.25%, up from 0-0.1%.

"Japan wasincreasingly bec-
oming an appealing source of
capital for Indian firms plagued
by tight liquidity, high borrow-
ing costs and elevated risk pre-
miums in domestic markets.
Marketsin US and Europe were
constrained in their appetite for
emerging markets owing to
decreasingyield spreads betw-
een the investor and investee
countries, unlike in Japan," said
Debopam Chaudhuri, chiefeco-
nomist at Piramal Enterprises.

"But this situation is rapidly

Last week, the Bank of Japan raised its interest rate for the second
time in 17 years, setting an interest rate of 0.25%. REUTERS

changing, with Japan tighten-
ing itsmonetary policy outlook,
at a time, when other nations
are turning dovish," he added.

In the recent past, Indian
companies, public sector non-
banking financial companies
(NBFCs), as well as the govern-

‘We have essentially borrowed returns from the future’

Dipti Sharma

dipti.sharma@livemint.com

MUMBAI
M their riskiest when
they seem the easiest
to profit from, said Vinay
Paharia, CIO, PGIM India
Mutual Fund who manages
assets worth 324,883 crore as
of 8 August. He believes that
valuations are high, and cau-
tion is needed. In the near to
medium term, equities might
produce slightly lower returns
than their underlying fair val-
ues. “We've essentially bor-
rowed returns from the future
and are currently ahead of fun-
damentals,” he said.

Edited excerpts:

Have you noticed anything
interesting in the market
lately?

Overthepast15to 20 years,
we've observed a significant
market trend: investing in
companies with superior busi-
ness quality and strong growth
characteristics dramatically
increases your chances of out-
performing the market. These
companies offera2in 3 chance
of beating the market, com-
pared to just 1in 3 for compa-
nies lacking these attributes.

Our analysis of NSE 500
companiesrevealed that low-
growth, low-ROE (return on
equity) companies (8-10%)
have outperformed, while
high-growth, high-ROE com-
panies (18-20%) have under-
performed. This suggests
micro bubbles in low-quality
segments, posing arisk of per-
manent capital loss as stock
prices have surged 70-80%,
outpacing intrinsic value
growth. Conversely, high-
growth companies (15-20%

arkets are often at

intrinsic value growth) are bet-
terinvestments, asthey even-
tually become fairly valued
and then undervalued, offer-
ing superior returns when the
market recognizes their true
worth.

Given this thesis, what
investment opportunities
do you find most appealing
right now?

We believe the best invest-
ment opportunities lie in com-
panies with higher-than-aver-
agereturns on equity, indicat-
ing good business quality, and
the ability to grow faster than
average. Specifically, these are
companies with expected sales
growth rates exceeding 20%
per annum and returns on
equity over15%.

So, if you, as an investor,
intend to deploy capital in this
expensive market, the best
opportunitieslie in high-qual-
ity and high-growth segments.
Could you tell us about
your concept of a ‘micro
bubble’ mentioned in your
newsletter? Why have you
coined it so, and which
market segments are
affected?

In our
research, we
find that stock
prices strongly correlate with
intrinsic value growth over
three to five years. While
short-term trends may seem
random, long-term patterns
emerge: for example, a 10%
intrinsic value growth usually
results in a 9-11% stock price
increase. "Micro bubbles"
refers to those set of compa-
nies with very low intrinsic
value growth and below-aver-
age returns on equity, which
ideally should trade at low P/E
multiples, but are currently

INTERVIEW

trading at extremely rich valu-
ations despite their weaker
long term growth prospects.
Basically, you are calling
these companies overval-
ued?

Yes. That is why we use the
term bubble. Generally, you
call an asset or security as
overvalued when there is a
major mismatch between
priceand value. But an asset is
in a bubble when it is signifi-
cantly overvalued, and when
thereisachance
of permanent
loss of capital.
Sectors like
capital goods have run up
quite abitand are probably
entering the overvalued
territory. Do you think
there is growth potential
there?

Yes, there are companies
with growth potential, but we
need to assess both: what we
are paying for that growth and
its durability.

In the capital goods sector,
growth can be uneven, with
large orders followed by peri-
odsoflowdemand. In the cap-

ital goods sector, orders come
in bursts—big orders are fol-
lowed by long periods with
fewer orders. This cyclical pat-
ternisnormal, but the market
might not be prepared for it,
unlike the steadier trends in
consumer businesses.
Areyousuggesting that we
are currently experiencing
large order wins, but this
could moderate in the
future, and the market has
notyet factored this in?

Yes, absolutely.

‘What is your approach at
this pointin time?

Ourapproach isstraightfor-
ward: as mutual fund manag-
ers, we adhere strictly to our
mandate. We deploy investor
capital without holding cash
reserves.

Additionally, we are over-
weight on large-caps as com-
pared with small- and mid-
capsrelative to benchmarks.
‘Why are you overweight on
large-caps?

We assess fair value based
on four factors: durable earn-
ings growth, forward returns
on equity, business risk, and

therisk-free rate (which we set
at 7.5% for India). Using our
proprietary models, we con-
tinually evaluate each stock's
fair worth compared to its
market price. Our model indi-
cates that many large caps,
despite their recent underper-
formance, are trading at more
attractive valuations com-
pared to similar mid-cap com-
panies.
Doyoubelieve current val-
uations are high compared
to historical averages?
Yes, valuations are high, and
cautionisneeded. In the near
to medium term, equities
might produce slightly
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So, my advice to investorsis
to religiously stick to their
financial plan and avoid emo-
tions like greed (fear of missing
out) and jealousy (my friend
made more money than me)
which are enemies of sensible
financial behaviour and well-
being.

I believe the Securities and
Exchange Board of India is
doing a good job of protecting
investors' financial health,
which is crucial.

Based on your interactions
with institutional clients,
are they cautious about
investing, or are they com-

fortable investing at

lower returns theselevels?

than their under- Generally,
lying fair values. Markets when we speak
We've essentially are often at with foreign
borrowed theirriskiest when institutional
returns from the h h investors
future and are they S_eem the (F1Is)—notretail
currently ahead easlest to investors—they
offundamentals. pI’Ofit from are cautious pri-
So, there’s a Vinay Paharia marily due to
sense of eupho- valuation con-

ria in the mar-
Ket, correct?

There is a lot
of euphoria in some pockets of
the market. It is mostly con-
centrated in low-quality and
low-growth segments of the
market. Therefore, if you
invest in high-growth and
high-quality companies today,
you should still be able to
achieve reasonable returns
overthreeto five years, unlike
in the other segments.
Investors worry about
missing out on more gains
if they cash out too soon.
How big is this concern
about timing your exit?

Markets are often at their
riskiest when they seem the
easiest to profit from.

CIO, PGIM India Mutual
Fund

cerns.
We're seeing
significant
inflows from domestic
investors. Do you think
domestic investor flows
will continue while foreign
institutional flows might
remain unstable?

Itis difficult to predict. That
said, there is no doubt about
India's growth potential or the
quality of its companies. Two
key aspects set India apart glo-
bally: first, itsrapidly expand-
ing domestic market, and sec-
ond, the presence of high-
quality companies. Many of
these companiesachieve retu-
rns on equity exceeding 15%.

Read an extended version of
this interview at livemint.com

ment, have been increasingly
reliant on Japanese loans for
their fund-raising purposes due
tolow interest rates.

Among companies, JSW
Steel, Rural Electrification Cor-
poration (REC), Power Finance
Corporation (PFC), and Hous-
ing and Urban Development
Corporation (Hudco) have
cumulatively raised yen-de-
nominated debt upwards of
¥200 billion (about 11,000
crore) in the past 11 months,
according to publicly available
company disclosures.

These include loansas well as
bonds. The largest amongst
these was REC, which has raised
about ¥153 billion (8,390

crore), since January 2024, in
three separate debt facilities.

In response to a Mint query,
an REC spokesperson said,
“REC has been fixing its JPY
(yen) floating rate borrowings
through various hedging struc-
tures. We don’t see any impact
of increase in cost and the cost
of JPY borrowing at present also
is cheapest among all sources
and we are tying up for further
loansin JPY for REC.”

The spokesperson of the
finance ministry didn’t respond
to emailed queries. Spokesper-
sons of JSW Steel, PFC, and
Hudco did not respond to
emailed queries till press time.

rhik.kundu@livemint.com

Packaged food firms
plan price hikes

Suneera Tandon

suneera.t@htlive.com

NEW DELHI

ven as consumer goods
E makers expect a good

monsoon to spur
demand, costs of some of the
commodities have started ris-
ing after months of decline.
That’s likely to prompt price
hikesacross cookies and cakes
to hair oil.

Britannia Industries Ltd
expectsa4-5%inflationin the
coming months as prices of
flour, sugar and cocoa rise,
Varun Berry, vice-chairman
and managing director at the
maker of Good Day biscuits,
said in a post-earnings callon 5
August. The company may
have toincrease prices "alittle
bit”, he said.

"We will have to figure out
which are the brands, which
are the categories where we go
ahead and take some pricing
(action), if required,” he said.

Consumer goods makers
cut prices over the last few
months as inflation eased,
offering respite. That reversed
some of the hikes announced
over the preceding two years
when commodity inflation
stayed persistently high, hurt-
ing consumption. While costs
arerising again, they are much
below the peaks of FY22 and
FY23.

Berry said flour and sugar
prices are rising slowly, while
cocoa has gone "through the
roof”. But palm, laminates and
corrugated boxes are “balan-
cing” these out, he said.
Skimmed milk power, how-
ever, has gone up too, he said.

Britannia Industries MD

Varun Berry.  @REALVARUNBERRY/X
The company is monitoring
the situation and assessing its
impact, he said.

He doesn’t expect a dent in
demand. For about 20
months, inflation was 22% and
that “gets us off track because
those are the kind of numbers
which impact consumer con-
sumption. I don't see that hap-
pening,” he said.

Pricing pressures arerising
even as consumer goods vol-
ume growth slowed to 3.8%
from 7.5% a year earlier in the
quarter ended June, primarily
due to slower sales of packaged
foods such as salt, flour and oil,
NielsenlQ said last week.
Companies expect a normal
monsoon to spur demand, it
said.

For Dabur India Ltd, too,
food inflation is a concern.
“We might have to take some
price increases in food, but it
depends upon how the situa-
tionis,” Mohit Malhotra, chief
executive officer at the maker
of Real juice and Vatika sham-
poo, said in a post-earnings
callon1August.
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India's SKOCH Rank*

(Top-10 Economies)

Index Institution India's Rank

DIGITAL E-Government Development Index United Nations (DESA) 105/193 2

Human Development Index UNDP 134/193 10

Global Hunger Index Concern Worldwide and Welthungerhilfe 111/125 “

SOCIAL Gender Inequality Index UNDP 108/193 9

Global Gender Gap Index World Economic Forum 129/146 “

World Press Freedom Index Reporters Without Borders 159/177 Work in progress
TR Sovereign Rating Moody’s baa3

Financial Deepening Index IMF - Score - 31.85 (2021-22)

World Bank
World Bank
World Bank

Percentile Rank - 49.28
Percentile Rank - 24.53
Percentile Rank — 63.21

Voice and Accountability

Work in progress

Work in progress

Regulatory Quality World Bank Percentile Rank— 50.94 Work in progress
Rule of Law World Bank Percentile Rank — 55.19

Control of Corruption World Bank Percentile Rank — 44.34 Work in progress
=
INDIA CAN SURMOUNT THIS CHALLENGE

India’s Ranking in SKOCH Global Indices: Top-10 Economies*

Political Stability and Absence of Violence

Government Effectiveness

is completely objective, with data- environment, which are driven There is a serious capacity gap

ariff barriers are difficult
I to impose post-WTO. New
non-tariff barriers are being
created to keep the Global South
from the value chains. Recently,
the EU passed the Corporate
Sustainability Due Diligence
Directive. More similar measures
are underway. Most transnational
corporations have advocacy
folks and governments on the
multilateral discussion table.
This is not the case for Indian
businesses and the country as such.
Global Indices measure two
things: quantitative impact and
qualitative impact. India currently
has a problem with both.

Quantitative

1. Cherry-picked published
government data is used
as indicators, its relevance
notwithstanding. For example,
India is a mobile Internet
country, so comparing it with
wired Internet is futile.

2. Indicators where India is a poor
performer are used to measure
unrelated areas. For example, the
number of students in secondary
schools is used to measure
E-Governance Development.

In India, even the illiterate can

access e-Governance through

intermediaries and voice
response systems.

3. The debt-to-GDP ratio is not
considered while calculating
India's Sovereign Rating.

4. Elected women representatives
are considered only for the
parliament, ignoring state
legislatures and third-tier of
governance in India.

This is a rather long and
complicated list and at SKOCH
Group, we are working on
deciphering the inherent biases and
suggesting correctives or counter-
indices. The response required here

T
cat UUHY S

RESEARCH - PRONF OF CONCEPT - BEST PRACTICES

based indices and correct indicators.

No qualitative, opinion or survey-
based indicator is added to a purely
quantitative index.

Qualitative

1. Qualitative parameters are
mostly selective, expert opinion-
based or use limited surveys
filled by a non-representative
sample. One can practically
predict the survey results by
naming the expert.

2. Most methodologies are a secret
and hence cannot be validated.
Nevertheless!

3. There is practically zero field
research or impact assessment.
The entire exercise is statistical,
opinionated and spreadsheet-
based. Therefore, Palestine
and Pakistan may be higher
rated than India on World Press
Freedom Index and so on.

4. These indices give a ground
reality check and show the
outcomes of development.

Tale of Two Indices

It is important to have impact
assessment-based qualitative
indices separate from quantitative
indices. These can then be
correlated for a sanity check.

For Example, the SKOCH
EGDI is purely quantitative and
the SKOCH State of Governance
Index is purely qualitative. As per
SKOCH research, in India, the
correlation between the two is 0.98.

The job of independent think
tanks is to do field-based impact
assessment and correlate it to the
claimed performance rather than
offering pure opinion and advice
based on anecdotal evidence.

Emerging Threats
Newer barriers are emerging
in ESG, sustainability and

CORPORATE INDIA

Market Access Restrictions: Limits entry, reducing growth opportunities.
Competitive Disadvantages: Domestic companies may benefit at the

expense of foreign competitors.

Supply Chain Disruptions: Causes delays and increases inventory costs.
Price Hikes: Additional costs often lead to higher consumer prices.
Administrative Burden: Increases workload for compliances.

Innovation Stifling: Complex compliance hinders new product introductions.
Uncertainty and Risk: Planning challenges for international expansion.
Reduced Competitiveness: Struggling with compliance can diminish

market edge.

CALLING ALL PATRIOTIC STAKEHOLDERS TO

PARTICIPATE

E info@skoch.in

m skochgroup

by Global North and backed by
Big Tech and Big 4. India is the
only country with a structured and
mandated CSR policy.

The wisdom from the Big 4 is
that this is different from ESG,
even though it perfectly aligns
with the nine pillars of Business
Responsibility and Sustainability
Reporting (BRSR) mandated by
SEBI for the top 1,000 corporates
by market cap. Similarly, the
amount of digital transformation
sweeping India is enormous, most
of which maps to ESG. This needs
to be counted and reported. Hardly
any Indian company captures
and reports these; most global
companies, in their countries do.

Solution
Governments tend to work in silos
without having a holistic vision of

the combined outcome. For example,

the E-Government Development
Index (EGDI) falls into the domain
of the Ministry of Electronics and IT,
Ministry of Telecommunications and
Ministry of Education. All three may
have no coordination or combined
envisioning.

Independent centres like the
SKOCH India 2047 Centre of
Excellence can lead and orchestrate
this exercise. To be more credible,
such indices must come from
independent agencies at an arm’s
length from the government.

Action from Corporate
India

SKOCH Group has conducted

a deep-dive study of the Top-50
Indian corporates, examining
their project-level outcomes and
ranked them on the SKOCH India
Involved Index, which considers
a wider and more relevant version
of ESG than being currently
advocated.

even in the C-Suite, with most
enterprises looking at ESG in silos
with different department heads
rather than an organisation-wide
exercise.

What we find is that Indian
corporates are reporting only a
fraction of the good work under
BRSR guidelines. Given the
current global trends, this may
backfire as a new trade barrier
against India. The understanding
of what can be reported needs
upskilling.

Competitive Federalism
Similarly, the SKOCH State of
Governance Report has been
measuring outcome-based
governance performance. It has
studied and ranked governance
outcomes across thousands of
projects for nearly two decades.
States are ranked on multi-indicator
project-level impact assessment of
central schemes and state initiatives.

This encourages states to
perform better, provides a
measurement yardstick and helps
best practices scale and replicate.
Most importantly, it yields data
points and time series that may
otherwise not be captured by
quantitative statistical systems.

These can then be emulated and
used, for example, as a State of
Governance Index rather than the
current World Governance Index
of the World Bank, which is further
used to give India a sub-optimal
sovereign rating.

Methodology

SKOCH Group has formed Task
Forces consisting of India’s finest
domain experts under the aegis of
the SKOCH India 2047 Centre of
Excellence to suggest solutions

to the problems relating to global
indices.

GOVERNMENT

Policy Reforms: Countries may need to implement further reforms.
Investment Attraction: Poor ratings can deter investors.

Economic Stability: Good governance and high sovereign ratings can lead
to economic stability and lower borrowing costs.

Social Improvements: Emphasis on HDI and gender equality drives social
improvements, enhancing quality of life and reducing inequality.

- Environmental Benefits: Promote environmental sustainability.

- International Reputation: Higher ratings and good scores enhance a
country’s global reputation and diplomatic standing.

« Non Tarrif Barriers: Affect a country’s economic prospects, social
development and international relations.

RATINGS

INDIA’S HONEST INDEPENDENT ASSESSMENT

ratings.skoch.in

m skochgroup

n skochtv
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Country EGDI Sovereign
Ratings | Credit
Rating
CHINA . 1 . a2
INDIA . 2 . al
JAPAN . 3 | a3
ITALY . 4 . baa2
FRANCE . 5 . a2
CANADA . 6 . a2
GERMANY . 7 | aa3
UK . 8 . az2
BRAZIL . 9 . baa3
USA 10 al
SKOCH Resep;rch I

SKOCH research team studies
existing methodologies and
indicators of key global indices.

2. These are then put through a

sanity check on whether the
indicators are relevant and

correctly measured? Or, if a
better indicator is available?

. These are then corrected after
expert-level discussions and peer
reviews. As a Proof of Concept
(PoC), the Top-10 economies
are rated on the same indicators,
drawing from published
government sources.

4. Once a PoC is generally

SKOCH AWARD
NOMINATIONS OPEN

E @skochgroup

accepted, detailed work is done
on 193 countries and a SKOCH
ranking is obtained.

. Zero opinions or surveys are
used. The methodology and data

HOULD YOU CRRE?

FINANCIAL SECTOR oo+

Gender | Global
Gap Inequality
Index Index

. 4 |- . 7

. 10 . 8 . 9

. 1 . 9 . 6

. 3 . 7 . 1

. 5 . 1 . 3

. 6 . 5 . 5

. 7 . 3 . 2

. 8 . 2 . 4

. 9 . 6 . 10

2 4 8

sources are in the public domain
for discussion and improvement.

. The sanity check for India is

done by correlating quantitative
data with our years of
qualitative research in India.

. Other countries may also

be encouraged to conduct
project-level governance
impact assessments to validate
the outcomes of their macro
achievements.

. For example, the correlation

between the SKOCH EGDI
rating, which is based on
quantitative parameters
published by the government
and the SKOCH State of
Governance ranking, following
a qualitative impact assessment
based on a field study, is 0.98. ®

[=] s m]

Investment Decisions: Investors increasingly consider ESG criteria, HDI and
governance when making investment decisions, affecting capital flows.

Risk Assessment: Influences lending and investment strategies.
Borrowing Costs: High ratings can reduce borrowing costs.

Market Access: Improve access to international financial markets.
Reputation Management: Attracts more clients and investors.

Credit Ratings: Impacts lending terms and conditions.

Investment Risks: Affects the stability of financial markets and institutions.

Capital Allocation: Financial institutions may reallocate capital towards more
sustainable and socially responsible investments due to ESG considerations.

EARLY BIRD Disclaimer:
SKOCH

15t SEPT 2024 s not an ES6
LAST DATE rat/n% .agenq;
30 SEPT 2024 Y
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Hindenburg's strike rate up
as it goes for bigger targets

Hindenburg has made a profit in 51 of the 63 entities it targeted --a strike rate of about 81%

Varun Sood

varun.sood@livemint.com
BENGALURU

t 5.34-am on Saturday, 10
August, India time, Ameri-
can short-seller Hinden-
burg Research put up a
cryptic post on X: “Some-
thing big soon, India.” It immediately
sparked curiosity and speculation
among investors, analysts and the
media. Whom was the New York-head-
quartered short-seller targeting now?
At9:57 pm on Saturday, Hindenburg
ended the suspense with its latest note,
this time targeting Madhabi Puri Buch,
chairperson of the country’s capital
markets regulator, the Securities and
Exchange Board of India.
“Whistleblower Documents Reveal
SEBI's Chairperson Had Stake In
Obscure Offshore Entities Used In
Adani Money Siphoning Scandal,” was
the title of a12-page note posted by the
short-seller on its website. The report
raised questions of impropriety by
Buch, alleging that her ownership ofa
firm, Agora Advisory, posed a potential
conflict of interest. It also alleged that
Blackstone Group, a global asset man-
agement company in which the Sebi
chief’s husband, Dhaval
Buch, isanadviser, bene-
fited from regulatory
changesrelated to Indian
real estate investment

trusts. . AdaniGpsmoney
AgoraAdvisoryisapri-  siphoning scandal
vate firm headquartered

entities linked to

denburg as a standalone research firm
in December 2017, the short seller has
published reports on 63 companies,
according to an executive and areview
of the reports by Mint.

Hindenburg has also flagged prob-
lemsat Nanban Ventures LLC, a Dallas,
Texas-headquartered venture capital

POINTING FINGERS

HINDENBURG says
Buch held stakes in

IT says Buch's
husband’s, position
at Blackstone
influenced Sebi's
regulation of Reits

Nathan Anderson, founder, Hindenburg Research.

BUCH and Dhaval
have denied the
allegations; say all
disclosures have
been made to Sebi

@CPA_TRENDLINES/X

one note every month.

Three of the 63 listed companies on
which Hindenburg hasissued reports
have since filed for bankruptcy—soft-
ware firm Ebix Inc., electric vehicle
maker Lordstown Motors, and Sor-
rento Pharmaceuticals.

Firms like Hindenburg typically
share theirresearch with
a small pool of investors
before the publicrelease,
allowing them to take
short positions and profit
once the report is
released. Such firms
make a commission off

in Mumbai that offers
consulting services, although Mint
could not independently gather details
about it. Buch and her husband,
Dhaval, issued a statement at 1:43 am
Sunday denying the allegations, fol-
lowing by a more detailed rebuttal on
Sunday.

Since Nathan Anderson started Hin-

firm, and alleged malpractices at
another American firm, J&J Group (not
to be confused with pharma giant
Johnson and Johnson), and issued four
follow-up reports.

The latest salvo on Sebi and Buch
addsup to 70 reports, including the fol-
low-up notes, over 8l months—almost

the profits their investor
partners make.

When Mint analyzed the perform-
ance of 45 investment calls by Hinden-
burg in January last year, the paper
found that three-quarters of those, orin
34 of the instances, investors of the
short seller had profited.

Since its report on Adani Group in

January last year, Hindenburg’s record
in making a profit off its report has
improved. Only 12 of the 63 listed com-
panies targeted by Hindenburg were
trading at a higher price as of 10 August.
This implies that Hindenburg made a
profit in 51 of the 63 companies—a
strike rate of about 81%.

“Asuccessrate of 81% isremarkable,”
said an investor who works with a New
York-based hedge fund. “Speak to any
shortseller and you’ll realise that they
struggle to get even a third of their calls
right.”

After its explosive report on the
Adani Group in January 2023, Hinden-
burg appears to be targeting more
high-profile businesses.

Take, for example, its report on
Block Inc., the payments group owned
by Twitter co-founder Jack Dorsey. In
March last year, Hindenburg alleged
that Block had artificially inflated its
user numbers and facilitated fraudu-
lent transactions.

Blockdenied the allegations, but its
share price hasbeen down by 15% since
Hindenburg issued its note.

In May last year, Hindenburg tar-
geted a firm owned by Wall Street’s
best-known activist investor, Carl
Icahn. Hindenburg claimed Icahn
Enterprises, aconglomerate owning a
car parts business and a portfolio of
hedge fund-style investments, was
overvalued and holding assets at an
inflated value on its balance sheet.

Icahn dismissed the report. But since
the Hindenburg report, shares of the
Nasdagq-listed Icahn Enterprises are
down 68%.

Scanthe QR
code to read
an extended
version of this
story.

CreditAccess looks to sell off India biz

FROM PAGE 1

among 87 microfinance firms.

In the promoter group
entity—CreditAccess India
B.V.—Olympus Capital Asia, a
fund that focuses on mid-cap
Asian firms, alone holds 15%.

Emails sent to CreditAccess
IndiaB.V.,ADB, Olympus Cap-
ital, CreditAccess Grameen,
Paolo Brichetti (founder of
CreditAccess India), as well as
to Daniel Mintz and Frederick
Long (founders of Olympus)
remained unanswered. Bar-
clays Investment Bank
declined to comment. Spokes-
persons from Jefferies and
Bank of America declined to
comment.

Asian Development Bank
owns 9% in the promoter
entity, while around 50% is
held collectively by abunch of
family offices and HNIs. To be
sure, CreditAccess India B.V.
hasbeenreducing stake in the
lender over the past year. In
June 2023, it sold 5.8% of its
stake worth aboutX1,100 crore
through ablock deal.

Founded in 1999 in south
Bengaluru as a non-govern-
ment organization by T.
Muniswamappa Trust (TMT) to
support bottom-of-the-pyra-
mid women and their entre-

ADB owns 9% in CreditAccess Grameen's promoter entity. AFP

preneurial activities, CreditAc-
cess Grameen survived multi-
ple crises in the microfinance
space over the past decade to
became anon-banking finance
company in
microfinance
(NBFC-MF]I) busi-
ness under the
supervision of

CreditAccess
India B.V. sold
5.8% of its stake in
the lender worth

funding to TMT forreplicating
the Grameen Bank Bangladesh
microfinance model that was
inspired by Bangladesh’s Nobel
laureate Muhammad Yunus.
In FY24, total
income touched
35,172.65 crore,
from 33,550.8
crorein FY23 and

Reserve Bank of just X14:7.8 crore
India in 2007. It .""boglt ¥1|,(130 ‘I:': in 2014 when the
wastaken overby viaablockdealin  , ,gierdam-
the Amsterdam June 2023 based promoter

based promoters
in2014.. The com-
pany lendsin 16 statesvial,976
branches.

Initsearly years, The Gram-
een Trust, Bangladesh had pro-
vided $35,000 in seed capital

took over. Since

listing in August

2018, its stock has gone up from
34221t031,253.

According toal2 April 2024

report by Goldman Sachs,

CreditAccess may continue to

grow faster thanitsrivalsin the
coming days. It said CreditAc-
cess’sdistrict-based expansion
strategy has enabled “lower
credit costs and higher operat-
ingleverage”.

“This approach is expected
to drive major growth, with a
projected loan book of approxi-
mately 51,900 crore by finan-
cial year 2028 estimate
(FY28E),” the Goldman Sachs
report said.

Conservative practices and
geographical diversification
have helped the lender main-
tainrelatively stable asset qual-
ity compared with industry
peers, said the report.

CreditAccess Grameen has
diversified its borrowing sour-
cesaway from traditional bank
credit.

This may provide CrediAc-
cess Grameen a long and sus-
tainable runway for growth,
particularly amid potential
risesinbank loan pricing, says
Goldman Sachs, predicting a
21% growth in the lender’s
profit over FY24-26.

Driven by 229 lending enti-
ties, India’s microfinance
industry recorded a 24.5%
year-on-year growth in gross
loan portfolio to 34.34: trillion
catering to 78 million borrow-
ersin FY24.

LIVEMINT.COM

Agora, the consultancy firm
Hindenburg linked to Buch

Shayan Ghosh & Varun Sood
shayan.g@livemint.com
MUMBAI/BENGALURU

adhabi Puri Buch, the
M chiefof India’s capital

markets regulator,
continues to own 99% of a
Mumbai-based consulting firm
that’snow caught in the cross-
fire of the Hindenburg
Research-Adani Group contro-
versy.

In a statement issued
on Sunday, Madhabi Puri,
and her husband Dhaval Buch
said the two consulting compa-
nies had become immediately
dormant on her appointment
with Sebi.

Madhabi Buch owns 99% of
the stake in Mumbai-based
Agora Advisory Pvt.Ltd, regu-
latory filings show, although
she stepped down asadirector
before she was appointed as a
whole time member of Sebi in
April 2017.

In 2022, she transferred
ownership of Singapore-head-
quartered Agora Partners to
her husband, two weeks after
she took charge as the first
woman chief of India’s capital
markets regulator. Dhaval
Buchremainsadirectoratboth
the consulting firms.

Hindenburg's latest charges
against the Sebi chiefhave cor-
porate governance experts
divided on the matter.

“When you are holding the
position of Sebi chair, all disclo-
sures regarding your invest-
ment in privately held firms
should be made in public, pos-
sibly through annual reports or
on the website,” said a Delhi-
based corporate governance
leader, on condition of ano-
nymity. “It doesn’t matterifthe
businessissmall orifyou have
made the disclosuresinternally
totheboard.”

Another industry expert
does not see this as a possible
case of conflict.

“As long as disclosures

R

regarding ownership of shares
in India consulting business
and/or any offshore entities is
disclosed to Sebi’s internal
compliance department on an
ongoing basis, and the busi-
nesses themselves are not sig-
nificant, there is no conflict of
interest,” said Shriram Subra-
manian, founder and managing
director of proxy advisory firm
InGovern Research.

Incorporated in May 2013,
Agora Advisory offersadvisory
and consultancy services to
governments, business, com-
merce, industry, non-profits
and other entities,

Madhabi Puri Buch, chairperson, Sebi. PTI

MCA filings.

Agora Advisory earned Rs 14
lakhinrevenuein the financial
year ended March, a 65%
decline from the Rs40.8lakhit
made in 2022-23. Net profit
plunged 59% to Rs 8.1 lakh.
Financial details of the Singa-
pore-based Agora Partners Pte
were not available.

Hindenburg Research on
Saturday alleged that Sebi was
unwillingtoactonitsreporton
the Adani Group because Buch
and her husband had invested
in offshore funds having links
with the conglomerate.

Buch and her

according to fil- Hindenburg's husband “first
ings made to the  |atest allegations  appear to have
ministryofcorpo-  come two months ©pened their
rate affairs. . after Sebiissueda account with IPE

AgoraAdvisory show cause Plus Fund 1 on 5
liststwo directors, . June 2015in Sing-
including Buch’s notice to the US apore”, as per
husband and Kav- short seller whistle-blower
ita Shah. documents, the

However,
despite her resignation from
the firm’sboard in 2017, Buch-
who earned Rs 3.2 lakh a
month,orRs38.3lakhayearas
Sebi chair (as per September
2023 disclosures by Sebi)-con-
tinued to own majority equity
in Agora Advisory.

As on 31 March, she held
9,900 shares of Rs 10 each, or
99% of the equity in Agora
Advisory, while the remaining
1%is owned by Kavita Shah, per

India working on unified system
to post plaints on misleading ads

FROM PAGE 1

The government’s plan for a
unified mechanismi s likely to
be presented to the Supreme
Court this week by informa-
tion & broadcasting, and con-
sumer affairs ministries. It’s
expected to be part of their
response after the apex court
last month censured the gov-
ernment for not registering
enough complaintsrelated to
misleading health claims
made by companies.

Accordingto the top court’s
30 July order, from April 2022
to May 2024, 132 consumer
complaints related to the
health sector were received,
and of these 116 were resolved.
However, over 2,500 com-
plaints were registered
between April 2018 and 2022
before the National Consumer
Helpline (NCH) portal was
established.

Queries emailed to the min-
istries of consumer affairs, and
information & broadcasting
remained unanswered till
press time.

Misleading ads are false or
exaggerated claims about
products or services, omission

Over 2,500 complaints were
registered with NCH between

April 2018 and 2022. MINT
of critical details or deceptive
imagery. These can mislead
consumers, affecting their
decisions and leading to unfair
practices.

A single data centre to col-
lect and manage all complaints
against misleading advertise-
ments will ensure that the
issues are handled more effi-
ciently and seamlessly, the
second person quoted earlier
said.

“So far, three meetings have
been conducted with stake-
holders and we have summa-
rized all the suggestions and
are submitting only those that

are feasible,” this person said.
“Neither the stakeholders, nor
the government will need to
engage repeatedly with each
other to take action against
any violator.”

According to Shweta Puran-
dare, founder of advertising
regulation consultant Tap-a-
Gain, poor coordination
among central and state regu-
latory agencies has created a
haven forunscrupulous adver-
tisers, who are further
emboldened by absence of
consequences for making mis-
leading claims.

The Supreme Court’s criti-
cism of the government is spot
on, said Purandare, former
secretary-general of Advertis-
ing Standards Council of India
(Asci)—aself-regulatory body.
“It has aptly identified the pri-
mary lacunae—lack of efficient
suo motu action by regulators,
lack of transparency in com-
plaint handling, and lack of
accountability for inaction by
any stakeholder.” Consolidat-
ing everything into a single-
point system with a dashboard
providing updates on action
taken would address these
gaps, said Purandare.

Hindenburg flux: Sebi has all info, no conflict, says Madhabi Puri Buch

FROM PAGE 1

denburg report was made in
2015 when they were both pri-
vate citizens living in Singa-
pore and almost two years
before Madhabi joined Sebi,
even as a whole-time mem-
ber.”

In a statement, 360 One,
(earlier IIFL Wealth & Asset
Management) said, “Through-
out the fund’stenure, IPE-Plus
Fund1made zero investments
in any shares of the Adani
Group either directly or indi-
rectly through any fund.” It
added that the fund invested
over 90% ofits assets in bonds.

Hindenburg’s latest report
said the founder and chief
investment officer of IPE-Plus

Fund was Anil Ahuja, who
served three terms across nine
years through June 2017 as a
director of Adani Enterprises,
the port-to-energy conglom-
erate’s flagship.

“We had previously noted
Adani’s total confidence in
continuing to operate without
the risk of serious regulatory
intervention, suggesting that
this may be explained through
Adani’s relationship with Sebi
chairperson, Madhabi Buch,”
alleged Hindenburg. Referring
to the Sebi probe into the off-
shore fund holders in Adani
group companies, Hindenburg
said, “If Sebi really wanted to
find the offshore fund holders,
perhaps the Sebi chairperson
could have started by looking

Hindenberg sad, if Sebi wanted to find the offshore fund holders,

Yo \

Buch could have started by looking in the mirror. PTI

in the mirror”.

In a rebuttal to this, Buch
said, “The decision to invest in
this fund was because the chief
investment officer, Mr Anil
Ahuja, is Dhaval’s childhood

friend from school and IIT
Delhi and, being an ex-em-
ployee of Citibank, J.P. Mor-
gan and 3i Group plc, had
many decades of a strong
investing career. The fact that

these were the drivers of the
investment decision is borne
out by the fact that when, in
2018, Mr Ahuja, left his posi-
tion as CIO of the fund, we
redeemed the investment in
that fund.”

According to Hindenburg,
theredemption in the IPE Plus
Fund was worth $872,000.

Responding to the allega-
tion of Dhaval Buch’s appoint-
ment to global private equity
giant Blackstone as a senior
adviser despite not having
worked for a fund inreal estate
or capital markets before, the
statement said, “Dhaval’s
appointment, in 2019, as sen-
ior adviser to Blackstone Pri-
vate Equity was on account of
his deep expertise in supply

chain management. Thus, his
appointment  pre-dates
Madhabi’s appointment as
Sebi chairperson. This
appointment has been in the
public domain ever since. At
no time has
Dhaval been
associated with
the real estate
side of Black-
stone.” When he
joined Black-
stone, the private
equity group was
immediately
added to
Madhabi’s recusal list main-
tained with Sebi, the state-
ment added.

On Hindenburg’s charge
that the Sebi chief continued

The Blackstone
Group posting of
Dhaval was added
pronto to
Madhabi’s recusal
list maintained
with Sebi

to have 100% stakes in two
consultancy firms the joint
statement clarified that the
two had “immediately become
dormant on her appointment
with Sebi”. The companies and
her sharehold-
ing, both had
beendisclosed to
Sebi, it said.

Sebi, initsown
statement, said it
has probed all
allegations
against the Adani
group, and that
Buch made dis-
closures and recused herselfin
matters involving potential
conflicts of interest.

For an extended version of
this story, go to livemint.com.

short seller said.
The fund, it said, was a small
offshore Mauritius entity setup
by an Adani Group directorvia
wealth management firm ITFL.
The Adani Group rejected
the allegations, terming them
as “malicious, mischievous and
manipulative selections of pub-
licly available information to
arrive at predetermined con-
clusions for personal profiteer-
ing with wanton disregard for
factsand the law”.

Lambo bets
big on long
term gains
from India

PTI

feedback@livemint.com
NEW DELHI

maker Automobili Lambor-

ghini expects exponential
growth in India with the
potential to become a top mar-
ketin the Asia Pacificregionin
the long-term, driven by cus-
tomers who are the youngest
globally, according to a senior
company official.

With the company selling a
record 103 units in India in
2023, Automobili Lambor-
ghini Asia Pacific Region
Director, Francesco Scardaoni
said his wish is to cross the
annual sales mark of 150 units
in the countryin 2026.

“In terms of volume, India is
number 14th in the world and
number sixth in Asia Pacific. In
terms of percentage it is the
fastest growing market,” Scar-
daoni told PTL

In 2023, Lamborghini
crossed the 10,000 units
worldwide mark and at the
same time in India the com-
pany crossed the 100-cars
mark. In the first half of 2024,
deliveries worldwide are still
showing growth compared
with previousyear and Indiais
on asimilar trend, he added.

Last year, China was Lam-
borghini’s biggest market in
the Asia Pacific region with
845 units, followed by Japan
(660), Korea (434), Australia
(263) and Taiwan (131).

When asked how far India
can rise in the rankings of its
top markets in the region,
Scardaoni said, “Itisstill along
way to go to reach number
three, two and number one but
again we believe that in the
long run for a country like
India, it is possible... I believe
thatin the medium-term India
can grow very fast.”"He further
said, “We believe that India
has all the right indicators in
place tolet us think that there
would be really an exponential
growth.”

I talian super luxury auto-
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India dialling China for its
lithium-ion cell ambitions

Indian EV battery manufacturers are turning to China for essential know-how and materials

Alisha Sachdev

alisha.sachdev@livemint.com
NEW DELHI

growing number of Indian
firms are striking licensing
and technology transfer
pactswith China’sleading
lithium-ion cell suppliers,
inasign the country’sdrive to domesti-
cally produce electric vehicle (EV) bat-
tery cellsisincreasingly dependent on
Chinese expertise and technology.

Despite India’s recent lithium dis-
coveries and the government’s push
through a production-linked incentive
(PLI) scheme for advanced chemistry
cells, Indian battery makers are turning
to China for critical know-how and
materials to kickstart their production.

Advanced chemistry cells are very
small cells used in lithium-ion batter-
ies, and can store electric energy as
chemical energy, and convert it back to
electric energy when needed.

Amara Raja Energy & Mobility Ltd,
one of India's leading automotive bat-
tery makers, is the latest to secure a
partnership with amajor Chinese lithi-
um-ion cell maker. Amara Raja has
inked a licensing agreement with
Gotion-InoBat-Batteries (GIB), a unit of
China-based Gotion High Tech, to pro-
duce lithium-ion cells, more
specifically cylindrical and
prismatic LFP (lithium-ion
phosphate) cellsin India.
The company has
announced al6 GWh cell
capacity and a 5 GWh
pack facility in Telangana.
It expects to reach 8-10
GWh cell capacity by FY27
and 16 GWhby FY3l.
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cell plant to be set
up by JSW with
Chinese co's help

v
L4 1
.
-

Jayadev Galla, CMD of Amara Raja, said that domestic battery players need to harness the benefits of China's scale.

ments to locally make LFP electric
vehicle batteries for South Korean car-
makers Hyundai and Kia in India, Tata
AutoCompisalready asupplier of bat-
teries to Tata Motors, India's largest
passenger electric vehicle maker.
Mint had reported in May
that the Sajjan Jindal-led
JSW Group is finalizing a
significant technology
transfer partnership with
a Chinese lithium-ion
cell manufacturer. This
deal aims to establish a
60,000-tonne lithium-ion
refinery and a 50GWh cell
factory in Paradip, Odisha.

wheeler startup. Amara Raja also hasan
agreement with Jiangsu Highstar Bat-
tery Manufacturing Co. for NMC tech-
nology, and islikely to announce pacts
with passenger vehicle original equip-
ment manufacturers (OEMs) in the
coming months.

So why is India, despite
the geopolitical tensions
with China, turning toits
neighbour to advance its
battery cell ambitions?

Jayadev Galla, CMD of
Amara Raja, told Mint in
aninterview that domestic
battery players, being begin-
ners in the technology, need to

30%

Share that Amara
Rajaeyesin lithium-
ion battery market

vertically integrated, handling every-
thing from mining to refining. They
operate not only in Chinabut also have
a lithium mine in Argentina. Initially,
we will rely on them to source all the
critical raw materials since we are start-
ingatavery small scale.”
Amara Rajaaimsto corner
a30% share of the lithium-
ion battery market in
India. “I think we'll start
with a very high market
share and probably settle
atabout 30%,” he said.
He cautioned that India's
cell manufacturing industry
may take “decades”, rather than

This follows similar moves by Exide
Industries, which has along-term tech-
nical agreement with China’s SVOLT
Energy, and Tata AutoComp, which
also has a joint venture with China’s
Gotion. While Exide has signed agree-

UP to retain tax
waiver for hybrids
despite opposition

Alisha Sachdev

alisha.sachdev@livemint.com
NEW DELHI

he Uttar Pradesh gov-
T ernment hassenta clear

signal about its favoura-
ble stance on hybrid vehicles:
A full road tax waiver on the
purchase of a hybrid car in the
state, as stipulated by the gov-
ernment’s policy on green
mobility, will stay.

Despite intense lobbying
by electric vehicle (EV) mak-
ers, particularly by Tata
Motors which is a dominant
playerin India’s passenger EV
market as well as Hyundai
Motor India and Mahindra &
Mahindra, the state has
decided to continue to extend
road tax waivers and cash
incentives on strong hybrid
vehicles, two people with
direct knowledge of the mat-
ter told Mint on condition of
anonymity.

EV makers want the state
government to prioritize and
extend such sops exclusively
to electric vehicles.

The decision

EVs currently account fora
mere 1.5% of the country's
passenger vehicle market. mint

different stage, and we need

to explore all avenues”.
“Many OEMs (original
equipment manufacturers)
emphasized that EVsneed to
be treated differently. While
the Uttar Pradesh govern-
ment appreciates the fact that
ZEVs (zero-emissions vehi-
cles) and low-emissions tech-
nologies need to be differenti-
ated, they are of the view that
both technologies are needed
to reach the ulti-

came after a EV makerswant mate goal of car-
high-stakes the state bon reduction”,
meeting with the government to one of the per-
officials of major prioritize and sons cited earlier
f'lutor'nakersz extend such sops told Mint.

including Maruti . The govern-
Suzuki, Tata exclqswely to ment’s rationale
Motors, Toyota electric vehicles is clear - while
Kirloskar Motor, EVs represent
Honda Cars a promising

India, Hyundai Motor India,
Mahindra & Mahindra, and
Bajaj Auto with the Uttar Pra-
desh chief secretary in Luc-
know on Sunday.

According to the people
cited earlier, chief secretary
Manoj Kumar Singh empha-
sized the state and India’s
unique developmental stage
and the need for a multi-
pronged approach to reduce
carbon emissions. The secre-
tary reasoned that every
country follows its own path
and “we cannot simply copy-
paste solutions. India is at a

future, they currently account
for a mere 1.5% of the coun-
try’s passenger vehicle mar-
ket, the same as hybrids,
emphasizing that both tech-
nologies need to be encour-
aged to minimize the remain-
der 97% of the polluting inter-
nal combustion engine
vehicles on the roads.

While the government’s
viewis clear, it could consider
offering a lower quantum of
incentives on hybrids, the
person said.

For an extended version of
this story, go to livemint.com

AmaraRaja has agreements with two
and three-wheeler maker Piaggio for
supplying LFP cells and battery packs,
and with Ather Energy to supply both
LFP and NMC (nickel manganese
cobalt) battery packs to the two-

harness the benefits of China's scale.
“We chose Gotion as our partner
because they are leadersin lithium iron
phosphate (LFP) technology, which we
believe is best suited for the Indian
market", Galla said, adding, "They are

“years” to reach the level of scale and
technological advancement China has
achieved, if India doesn't 'de-link’ its
geopolitics with what the industry
needsto get cell manufacturing offthe
ground.

MINT Q1 EARNINGS TRACKER

The combined revenue of the companies that have declared their June-quarter financial results so
far has risen 9% year-on-year, while net profits have increased 5%, a Mint analysis showed. Excluding
the companies in the banking, financial services and insurance (BFSI) sectors, the topline grew 5.6%,

while profits were down 3%.

The analysis covered 1475 BSE-listed companies (including 219 banking and financial services firms)
that had declared their results by Friday and whose data was available on Capitaline’s database.
Watch this space for updates every week as more companies announce their results in the

ongoing results season.

Q1FY25 results so far, BSE-listed firms

Total: 1,475 companies

Aggregate revenue

3274 tn (A 9.1%)

Aggregate net profit

32.98 tn (A 5.0%)

Upcoming key results this week

Excl. BFSI: 1,256 companies

Hindalco Industries

£19.7 tn (A 5.6%)

Manappuram Finance

1.8tn (¥ 3.1%)

Hero MotoCorp

Figures in brackets denote year-on-year change for the same set of

companies. BFSI: Banks, financial services, and insurance.

Vodafone Idea

Godrej Industries

Monday, 12 August
Tuesday, 13 August
Tuesday, 13 August
Tuesday, 13 August

Tuesday, 13 August

Year-on-year change in aggregate results (in %)

Revenue Profit
Q1FY24
Q2FY24
Q3FY24
Q4 FY24 10.7
Q1FY25 5.0

Analysis by Mayur Bhalerao

Standalone data used.

Number of companies: 1,475

441
404
303

Source: Capitaline, Mint calculations

SATISH KUMAR/MINT

Shorts and reels make Netflix

Latajha
lata.j@htlive.com
NEW DELHI

treaming services from
S Netflix to Amazon Prime

and long-form storytel-
lers face a stiff challenge from
short-video apps as attention
spans dwindle and users feast
onsnacky content.

A consumer on an average
spent 37 minutes watching
shorteruser-generated content
and newsy snippets on film,
fashion, food and global events
in 2023, according to a report
by Ficci-EY. That’s higher than
33 minutesin 2022, and more
than 70% of such videos were
less than 30 seconds long.

OTT executives and content
creators say keeping audiences
engaged for long periods is
tough when such snackable
content is often available for
free and the habit of paying for

A consumer on an average
spent 37 minutes on short-
video content. ISTOCKPHOTO

subscriptions hasn’t developed
among Indians. “Today, the
focusisonbite-sized, engaging
content that captures attention
inafast-paced world. Short vid-
eosare increasingly becoming
the go-to entertainment for-
mat, offering animmersive and
interactive experience for crea-
tors and viewers alike,” said

. to Amazon Prime sweat

Gaurav Jain, chiefbusiness offi-
cer, ShareChat & Moj. “They
are not only easily accessible,
but can also be shared and con-
sumed quickly, making them
ideal for a generation on the
move.”

About 60% of ShareChat’s
audience comprises Gen Z and
millennials; 40% of the users
hail from tier-1 cities and the
rest come from tier-II and III
centres, Jain said.

OTTistryingtoreplicate the
TV behaviour but the biggest
impediment is that as soon as
anad appears, users go back to
theirmobile screens, prevent-
ing effective brand building,
accordingto Jain. “While long-
format content is here to stay,
shorter attention spans have
led to creators pivoting to the
other format that helps them
intrigue their audience and also
leadsto better views and mone-
tization.”

How Musk is using Tesla and his other firms to Kickstart xAl

Meghan Bobrowsky

feedback@livemint.com

lon Musk has big plans
for his startup XAl A key

part: using his other com-
panies.

The billionaire’s year-old
artificial-intelligence bet is
relying on talent, data and
hardware from his other busi-
nessesto help it develop what
he has said will become the
most powerful Alin the world
by December.

So far, xAT has hired at least
11employees who have worked
at Tesla , according to xAI's
website and LinkedIn profiles.
That includes six who have
worked directly on the Autopi-
lot team focused on AI-pow-
ered self-driving technology
that Musk has said is pivotal for
Tesla’s future.

The startup hasleased com-
puter chips critical for AI—
called graphic processing
units, or GPUs—from his
social-media platform X,
according to people familiar
with the matter, and it boasts
access toreal-time X data.

Musk also has asked for
GPUs that were reserved for
Tesla to be redirected to xAI
and X. He has talked publicly
about the troves of visual data
that Tesla collects, which he

of billions of dollars.

At least three Tesla share-
holders—the electric-vehicle
maker is Musk’s only publicly
listed company — have filed
suits claiming that a shifting of
resources to XAl has hurt the
carmaker’s investors. Those
casesare pending in the Dela-
ware Court of Chancery.

“It’sall going to be problem-
atic,” said Brian Quinn, a law
professor at Boston College.
“Every time he’s playing with
the resources of any of these
companies, he’s dealing with
otherpeople’smoney. He can’t
treat all these assets as hisown
personal assets.”

As recently as last month,
Musk was pitching potential
collaborations between his
companies. He posted a poll on
X, asking usersif Tesla should
invest $5 billion in xAl, and
said it was meant to test the
waters because any such move
would require board and
shareholder approval.

After X users voted 68% in
favor of the move, Musk
posted: “Lookslike the public
is in favor. Will discuss with
Teslaboard.”

Musk, Tesla, xAI and X
didn’trespond to requests for
comment. Musk posted on X
last month that xAI, Teslaand
Xarealllooking to hire talent.

has said He also has
coudserve: THE WALL STREETJOURNALL 3714 previ
resource to hiring

train xAI's models, and said
last fall that X shareholders
will own 25% of XAl

“xAl is a fairly new com-
pany,” Musk said in an inter-
view with conservative Cana-
dian psychologist Jordan
Peterson last month. “So we
have alot of catching up to do
relative to companies that
have been around for five or10
or 20 years.”

The concern for some
investorsis that as Musk shifts
manpower and hardware to
xAI his other businessesdon’t
benefit. Musk has said such
sharing benefits investors in
all of his companies, but the
practice has brought lawsuits
and was used as an argument
by critics against Tesla giving
him a pay package worth tens

employees from his other
companies at XAl is a way to
prevent prized engineers from
going to competitors.

The shifting of resources
between Musk’s companies
isn’t new. For years, he has
used his companies—SpaceX,
therocket startup; Neuralink,
the brain-implant chip firm;
tunnel maker Boring Co.; and
X, the social-media platform,
in addition to Tesla and xAI—
to help one another.

When Musk bought the
company then known as Twit-
ter in 2022, he brought in
employees from across his
business empire to help with
the transition. In court testi-
mony, Musk said the Tesla
engineers briefly helped out
on a voluntary after-hours
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For years, Elon Musk has used his companies—SpaceX, Neuralink, Boring Co. and X, in addition to
Tesla and xAl—to help one another.

basis.

“Did Tesla no longer need
those engineers?” a lawyer
asked him.

“No. Teslaneeded the engi-
neers,” Musk responded.

One of Tesla’s board mem-
bers said in court testimony
that the engineers were paid
for their work.

xAI, meanwhile, also has
capitalized onits connections
to Musk’s network of compa-
nies to raise $6 billion in recent
months. xAlinvestors say they
were pitched on the idea that
XAl could use data from
Musk’s other businesses,
including Tesla, to train its
large-language models.

Some investors said those
connections were part of the
allure. Musk said in the inter-
view with Peterson that xAl
hadn’t yet applied real-world
video from Tesla to xAI's large-
language models.

xAlnowboastsa $24billion
valuation , second only to
OpenAl in terms of size of Al
startups. Musk co-founded
OpenAl in 2015 and left the
company’s board of directors
in 2018.

Since its launch in July
2023, xAl hasreleased a chat-
bot named Grok and is build-
ing what Musk has called the
biggest data center in the
world . Musk’srecord of build-
ing businesses has engendered
loyalty from some investors.
Several xAl investors have
poured money into the billion-

aire’s other companies.

Others have bristled at the
overlap. The Tesla sharehold-
ersbehind therecent lawsuits
are accusing Musk of violating
his fiduciary duties by moving
talent and other resources to
XAl seeking damages and ask-
ing the court to order Musk to
move his equity stake in xAI to
Tesla. In one of the suits,
shareholders are asking that
Musk’sinterestin xAlbe putin
atrust.

Tesla didn’t respond to
questions about the lawsuits.
Musk said on an earnings call
last month that “Teslaislearn-
ing quite a bit from xAL It’s
been actually helpful in
advancing Full Self-Driving
and in building up the new
Tesla data center.”

Sharing resources between
companies isn’t illegal on its
own, if each entity is fairly
compensated. But such
arrangements are rare at big
corporations, and considered
fraught practice because they
raise concerns that the chief
could make decisions for one
company at the expense of
another.

Negotiating deals—and set-
tling on a price—becomes
awkward when a CEO is on
opposite sides of the same
deal. Among the fears are that
conflicted CEOs might want to
steer new business to their
struggling companies, or pay
unfairly low prices in deals
with their successful ones.

REUTERS

“The law doesn’t prohibit
people from having fiduciary
responsibilities to multiple
companies,” said Scott Cum-
mings, a law professor at the
University of California, Los
Angeles. “What the law pro-
hibits is acting in ways that
essentially harm one company
to the benefit of another.”

Musk might have more lee-
way with his private compa-
nies than with Tesla, but he is
still beholden to investors in
those firms,
including xAlI,
according to cor-
porate govern-
ance experts. The
difference is that
investorsinxAlor
Musk’s other pri-
vate companies
might be less
likely to take legal
action against him.

“Ina private company, there
might be 10 shareholders
where everybody knows
everybody,” said Quinn, of
Boston College. “It’s much
more likely to be resolved with
aphone call.”

The stakes are higher with
Musk’s public company, Tesla,
where he doesn’t own a major-
ity stake. One of the institu-
tional investors suing him is
the Employees’ Retirement
System of Rhode Island, which
says it provides retirement,
disability and survivor benefits
to roughly 60,000 public
employees.

The billionaire's
year-old artificial-
intelligence bet is
relying on talent,

dataand
hardware from his
other businesses

Teslaand xAl each have dis-
tinct Alambitions, putting the
companies in an awkward
position as they compete for
resources. Tesla is trying to
develop fully-autonomous
driving software and a human-
oidrobot, in addition to selling
electric vehicles.

One of the shareholder law-
suits, filed by the Cleveland
Bakers and Teamsters Pension
Fund, takes aim at the GPU
reallocation between the com-
panies.

“Musk s creating enormous
value at xAl—potentially
worth hundreds of billions of
dollars in the near future—at
Tesla’s expense,” according to
the complaint.

After CNBC reported that
Musk had asked for Nvidia ’s
chips to be redirected to xAI
and X from Tesla, he offered
an explanation.

“Teslahad no place to send
the Nvidia chips to turn them
on, so they would have just sat
inawarehouse,” Musk posted
on X in June. CNBC cited an
internal Nvidia email that said
the same number of GPUs
would be moved from xAl and
X to Tesla at a later date in
exchange.

xAl also hasties
with another of
Musk’s compa-
nies: X.

X has contrib-
uted $250 million
in computing
power to the
startup, The Wall
Street Journal
has reported.
XAI's Grok has been made
available exclusively on X with
a subscription, and XAl engi-
neers have been tasked with
fixing problems at X and using
XAI's models to improve X’s
features, according to people
familiar with the matter.

At an Nvidia conference in
March, one of xAI's head engi-
neers, Igor Babuschkin, said
integrating Grokinto X was “a
nice sort of exercise” but isn’t
their main goal, without elabo-
rating.

—Alexa Corse, Alexander
Saeedy and Deepa Seethara-
man contributed to this article.
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The chip maker that’s too
big to turn, too vital to fail

Dan Gallagher

feedback@livemint.com

he chips are down as
T never before for Intel.

But in 2024, even a
greatly diminished semicon-
ductor manufacturer may be
too big to fail.

Intel’s disastrous second-
quarter report this month has
put the struggling chip maker
inawhole new light—and not
a good one. Falling sales in
key markets and rising costs
for itsambitious manufactur-
ing turnaround have forced
the company to take more
drastic steps to conserve cash.
Those include laying off 15%
ofthe workforce, cutting the
capital expenditures used to
build and equip production
facilities and suspending the
dividend that Intel has paid
since 1992.

The latest reboot has inves-
tors unplugging en masse.
Intel lost a little more than a
quarter of its market value
the day after its Aug. 1 earn-
ingsreport, and the stock has
shed another 8% since—
worse than the drubbing seen
by most other chip stocks in
this past week’s global selloff.
Intel shares

e

year, less than half its peak just four years ago.

facilities. Intel has been the
largest beneficiary, landing
$8.5 billion of that pot that is
helping to fund the building
of new fabs in Arizona and
Ohio. Intel isalready the big-
gest fish in the American
pond; the company’s current
fabs account for about 41% of
the country’s 300 mm wafer
production capacity—the
type of chip production most
commonly used in key mar-

ket seg-

have now THEWALL STREET JOURNAL. ments—

lost about

68% since

Chief Executive Pat Gel-
singer first articulated his
turnaround plan after rejoin-
ing the company in early
2021. The S&P 500 is up 39%
over that time.

Intel is also now trading
below the company’s book
value for the first time since at
least 1981, which is as far back
asdata from FactSet goes. This
means investors are now valu-
ing one of the world’s largest
chip manufacturers for less
than the value of its facilities
and other assets onits balance
sheet.

But those facilities are also
the key to Intel’s staying
power. The pandemic’s dis-
ruptions and other forms of
global instability over the
past few years have awak-
ened political leaders on both
sides of the aisle to the
importance of shoring up
domestic production of such
a key component of modern
life. And chip fabrication
plants can’t be spun up over-
night—or on the cheap. Mod-
ern fabs require years to
build and equip and now cost
around $20 billion.

That is why the U.S. gov-
ernment is kicking in. The
Chips Act passed in 2022 out-
lined $39 billion in direct
grants to chip makers to help
with the cost of building new

according

to market

research firm TechlInsights.
But a big part of Intel’s cur-
rent problem is that the chips
it makes for itself aren’t sell-
ing as well as they used to .
The company’s once-boom-
ing data center business, in
particular, has been hit hard
as it has lost share in server
CPU chipsto Advanced Micro
Devices . It also has seen a
sharp shift in data center bud-
getsto Nvidia’s GPU acceler-
ators, which are key to pow-
ering generative artificial-in-
telligence
services. Intel’s
data centerreve-

Underutilization
charges led to

02

e

Intel's data centre revenue is projected to hit $12.6 billion this

BLOOMBERG

spending that Intel missed,”
wrote Chris Caso of Wolfe
Research in arecent note to
clients.

That hasalso contributed to
Intel’s fabs being underutil-
ized—an expensive problem
for chip manufacturers who
have high fixed costs. Underu-
tilization charges contributed
to Intel’s adjusted gross mar-
gin coming in at a shocking
38.7%in the second quarter, 5
percentage points lower than
Wall Street expected.

Wall Street is divided on
where Intel should go from
here. Some analysts think it
needs to focus on regaining
product leadership, even if
that comes at the expense of
the foundry business the
company is building to serve
other chip designers. Others
think the company needs to
focus on getting more major
customers for the foundry
side, since Intel’s chances of
getting competitive in key
markets such as data center
GPUslook slim.

None of those paths will be
quick, though.
And loss of the
dividend leaves

nue 'is projectgd Intel's adjusted In'tel. investors
b 6 b grosemargn  Miblltoho
than hal%/its f)eak coming in at one of’ only three
just four years a shoc_klng Dow components
ago, accordingto 38.7%in Q2 not paying one.

consensus esti-
mates from Visi-
ble Alpha.

The rapid shift to spending
on Al—and Nvidia in particu-
lar—wasn’t something con-
templated when Intel laid
out an ambitious and expen-
sive plan to catch up its man-
ufacturing processes to those
of Taiwanese rival TSMC
three years ago. “The issue,
in our view, is that the serv-
er-centric data center Intel
built their fabs to serve no
longer exists, replaced by Al

But Intel’s large

role in what is
now deemed an industry vital
to national security also pro-
vides a floor of sorts. In his
report, Caso noted that “given
the sensitivity toward domes-
tic U.S. semiconductor pro-
duction, we doubt the U.S.
government would allow for
Intel’s problems to become
terminal.”

Uncle Sam might be the big-
gest bull in Intel’s pen for a
long while.
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Bangladesh garment

factories to Western

‘buyers: You canrelyonus

Apparel-export industry seeks to reassure buyers after protests, violence rocked the country

Jon Emont
feedback@livemint.com

n recent weeks, Bangladeshi gar-
ment-factory owners have been on
the phone with Western clothing
brands, making the case that their
countryisastable linkin their sup-
ply chains. It has been a tricky sell.

The world’s second largest garment
producer has been rocked in recent
weeks by protests and instability trig-
gered by anger over grim employment
prospects. The turbulence followed
large-scale wage protests last year that
were marked by violence.

This time around, an industry body
for the $38 billion clothing-export sec-
tor estimates the exporters have lost six
days of production because of unrest
that erupted in mid-July, though other
factory owners say the loss is closer to
twice that much time.

“Itisnotamassive body blow by any
means,” said Miran Ali, vice president
of the Bangladesh Garment Manufac-
turers and Exporters Association.

On Sunday, deadly clashes killed at
least 85 people, after weeks of tumultu-
ous demonstrations that led the gov-
ernment to impose curfews and cut off
the internet. Prime Minister Sheikh
Hasina resigned and fled the country.
Police have left their posts, and busi-
nesses associated with the old govern-
ment were targeted by mobs.

Muhammad Yunus, a Nobellaureate
and economist who pioneered micro-
credit, took charge of a caretaker gov-
ernment Thursday and appealed for
calm. “We are one family,” he said.

Congestion onroads and aminimal
police presence mean some factory
owners have decided to delay shipping
finished clothes. A small number of fac-
tories were burned by arsonists during
the turmoil.

With the situation now stabilizing,
many factory owners say they have
managed to get their factories back up
and running, and workers have been
eager toreturn to work and earn their
paychecks.

With Yunus in charge “the global
image of Bangladesh will be of a coun-
try that is being reformed,” Ali said.
“I'm expecting a net benefit.”

But industry analysts say that the
combination of recurring bouts of
instability, higher wages and long-term
problems—such as Bangladesh’s infra-
structure being significantly worse
than rivals like China and Vietnam—
are gnawing at the country’s competi-
tiveness.

Last October, hundreds of factories
paused operations after aworker cam-
paign for higher wages descended into
violence. Garment workers eventually
settled for a 55% rise in the minimum
wage to around $113 a month—far less
than worker advocates sought—but a
significant boost nonetheless. In
December, when the new minimum
wage took effect, workers making
clothing for Swedish giant H&M
received a wage of $138,a 30% bump to
what they received the month before,
according to the company.

Bangladesh’s garment exportsto the
U.S.,itstop market, declined 11%in the
first half of this year,
compared with the
first six months of
2023.

The 2024 Fashion Industry Bench-
marking Study, a survey of about 30
major U.S. fashion companies, released
in July found that 48% of major U.S.
fashion companies intended to
increase purchases from Bangladesh
over the next two years, down from
58%in 2022.

Sheng Lu, a professor of apparel
studies at the University of Delaware,
said Bangladesh’s higher minimum
wage and shifting consumer interest
toward trendier items produced else-
where had cut into the nation’s market
share. Meanwhile, another low-cost
rival, India, is gaining, thanks to its abil-

An industry body for the $38 billion clothing-export sector estimates e
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ity to produce its own fabric, which
saves production time.

Bangladesh faces “some really tough
situations right now,” said Lu, who
helped conduct the benchmarking
study.

From late July into August, shipping
clothing from Bangladesh was far from
smooth. Government curfews forced
ports to work with skeleton staff. Some
ships waited for up to five days to load
and unload at the Port of Chittagong.

Maersk this week said container
movement continues to be slow, with
fewer officials on site at the port.

Clothing brands are staying nimble.
During an earnings
call on Tuesday,
Bracken Darrell ,
the chief executive
of VF Corp, an American company that
owns brands such as North Face and
Vans, said it is facing some disruption
in Bangladesh, where about 15% of its
productionisbased. Darrell said he was
fairly confident that the situation
would improve, but he added that
orders could be shifted elsewhere if
necessary.

An H&M spokeswoman said that
according to the company’s latest
information, factories are gradually
opening again. She said H&M, one of
the biggest buyers of Bangladeshi gar-
ments, has told suppliers it wouldn’t
seek to claim discounts on goods that

xporters have lost six days of production because
of unrest that erupted in mid-July, though other factory owners say the loss is closer to twice that much time. AFP

are delayed, a typical practice in the
industry.

The period between June and Sep-
temberisa crucial time in Bangladesh
forthe industry, as factories rush to ful-
fill orders for the back-to-school season
and the December holidays.

A 2013 factory collapse at Rana Plaza
killed more than 1,000 workers, put-
ting the spotlight on poor working con-
ditions and causing a wave of worker
protests around Bangladesh. While
safety conditions have improved mark-
edly since then, brands continue to
treat Bangladesh as a sensitive place
from which to source, even as it has
emerged as a top garment exporter.

A critical question for retailers is
whether the political situation will
remain calm.

The latest round of unrest, which
came after elections in January that
were boycotted by opposition parties,
has seen some of the country’s deadli-
est violence in years. More than 300
people have been killed after clashes
intensified around mid-July.

Anger is still simmering toward
Hasina’s Awami League over its auto-
craticrule, while student protest lead-
ersand political parties are likely to dif-
fer over the road map to elections. If the
instability continues, said Lu, it “surely
will raise concerns about sourcing from
the country.”

©2024 DOW JONES & CO. INC.

At Warner Discovery it's lean times, except for the movie studio bosses

Joe Flint
feedback@livemint.com

oney was a primary
issue when Netflix
and director Maggie

Gyllenhaal parted ways over
herplans foranewtake on the
1935 classic “Bride of Franken-
stein” last year.

Among the concerns was
Gyllenhaal’s desire to shoot
“The Bride!” in New York
City. Netflix pushed for New
Jersey because it would be
cheaper, people familiar with
the matter said.

The co-chairs and CEOs of
the Warner Bros. motion pic-
ture unit, Mike De Luca and
Pam Abdy, stepped in to foot
the bill. The movie’s costs,
including production and
marketing, will likely exceed
$100 million, a figure some
Hollywood executives say is
rich for the period drama,
whichis scheduled for release
in the fall of 2025.

“It’s a risk to take on me,
and they really have sup-
ported me in every way,” said
Gyllenhaal, adding that the
pair never pressured her “and
I know that’s something that
can happen, especially on a
big-budget movie.”

De Luca and Abdy have long
had areputation in Hollywood
for being talent whisperers
with a willingness to spend.
Their aggressive dealmaking
since assuming their posts two
yearsago has cast them as out-
liers inside parent company

Warner Bros. Discovery, a
media conglomerate thatisin
austerity mode.

With a debt load of nearly
$4.0 billion and a stock price
down about 50% over the past
year, Warner has been trim-
ming costs just about every-
where.

On Wednesday, the com-
pany reported anearly $10 bil-
lion loss primarily because ofa
write-down of the value of'its
cable networks.

The company’s TNT net-
work was unable to strike a
new deal to hold on toitsrights
to National Basketball Associ-
ation games because it didn’t
want to pay as much as rivals
NBC and ESPN.

Many movies and TV shows
have been removed from
Warner’s Max streaming ser-
vice, and Turner Classic Mov-
ies, which plays old films, had
much of its staff eliminated.
This summer, some 800 jobs
are being eliminated across
the company, on top of the
several thousand job cuts over
the past two years.

When it comes to spending
on content, De Lucaand Abdy
have been spared the scrutiny
some other departments have
faced, some executives inside
the company say. Some
describe the duo asthe “chosen
children” of Warner Discovery
Chief Executive David Zaslav, a
movie buffwho counts the De
Luca-produced “Moneyball” as
one of his favorites.

Stephen Galloway, dean of

Chapman University’s film
school, said the problems in
the theatrical business—with
consumers going to the thea-
ter less than they used to—
make it hard to justify heavy
spending. That is especially
true for a company like
Warner Discovery, which is
alsobattling other challenges.

Zaslav, he said, “has much
bigger concerns” than the
stagnant movie business.

De Luca and Abdy’s admir-
ers say they are paying what
the market justifies in compet-
itive situations, and aren’t just
trying to make splashy deals.

A senior Warner studio
executive said the pair are
under the same level of scru-
tiny as their counterparts
throughout the company and
added that their film slate car-
ries a fraction of the overall
annual budgets of other con-
tent divisions.

Following ‘Barbie’

Last year, Warner’s global
box-office market share was
11.6%, behind Universal and
Disney, according to Com-
score, inayearwhen all studios
were hit by amonthslong labor
strike that delayed production
and paused newreleases. The
megahit “Barbie,” which sur-
passed $1 billion in box-office
revenue, and “Wonka” were
among Warner’s strongest
performers.

Those films were approved
by the previousregime, as were
disappointments like this sum-
mer’s “Furiosa.” Movies

tion for New Line Cinema,

The megahit "Barbie,” surpassing $1 billion in box-office revenue,
and "Wonka" were among Warner's strongest performers. AP

hatched on De Lucaand Abdy’s
watch are just now starting to
hit the big screen. The first
one—“The Watchers” from
Ishana Night Shyamalan ,
daughter of filmmaker M.
Night Shyamalan—performed
poorly at the box office.

This past weekend, “Trap”
from M. Night Shyamalan took
in only
$15.4 mil-
lion in the
domestic
box office, a disappointing
showing that was lower than
what the studio hoped.

“We have areally good team
with Mike and Pam,” Zaslav
said of the movie production
unit on an earnings call.
“We’re encouraged by our
slate ahead. We're still work-
ing our way through the slate
that we inherited.”

The movie industry faces

THE WALL STREET JOURNAL.

big challenges as consumers
embrace streaming and it
becomes harder to persuade
peopletogotoatheater. Most
studios aren’t in risk-taking
mode, preferring to count on
established franchises and
superheroes.

At Warner, the pairis trying
to create a diverse slate of mov-
ies—hor-
ror, science
fiction and
adult dra-
mas, as well as the occasional
sequel. Comic-book films, with
the exception of “Joker,” are
left primarily to Warner’s DC
unit, which doesn’t report to
De Luca and Abdy.

Catering to talent

The duo has made flashy
deals with stars such as Tom
Cruise, Timothée Chalamet ,
George Clooney and Margot
Robbie as well as filmmakers

like Ryan Coogler. Big bets
include “Mickey17,” ascience-
fiction effort from Oscar win-
ner Bong Joon-ho (“Parasite”),
and the mob movie “Alto
Knights” starring Robert De
Niro. Both were originally to
premiere this year but now are
planned for 2025.

“Mickey 17” has a produc-
tion budget of at least $120
million and a cast that includes
Robert Pattinson and Mark
Ruffalo. The movie has been
through scheduling delays and
now is set to be released in
January, a month typically
seen in Hollywood asa dump-
ing ground.

“An expensive question
mark” is how David Herrin ,
founder of the film-tracking
firm The Quorum described
“Mickey 17,” adding, “Once
youmove amovie to January it
telegraphs that you don’t think
thisis an Oscar contender.”

The production budget for
the sequel to the massive hit
“Joker” has ballooned to the
$200-million range, more
than three times the original
movie. “Joker: Folie a Deux,”
which has Lady Gaga joining
star Joaquin Phoenix, is a
musical, which might not be
what fans of the first one are
expecting.

De Lucaand Abdy don’t just
open their wallets—they have
areputation for catering to tal-
ent. To land “Black Panther”
director Coogler’s as-yet-unti-
tled supernatural thriller star-
ring Michael B. Jordan, the

studio agreed to give the copy-
right of the movie back to Coo-
gler after 25 years. It is a rare
concession that was a bridge
too far for other studios. Some
at Warner were against it for
fear of setting a precedent.

Art-house filmmakers are
also getting big checks.
Director Paul Thomas Ander-
son, a critical darling whose
credits include “Magnolia”
and “Licorice Pizza,” has a
budget of more than $14:0 mil-
lion for his next movie, which
stars Leonardo DiCaprio and
Sean Penn.

That amount is more than
double his typical budget. The
highest-grossing movie of
Anderson’s career is 2007’s
“There Will Be Blood,” which
took in $76 million at the box
office.

Warner executives say
DiCaprio’s box-office track
record justifies the budget for
Anderson. DiCaprio’s payday
for the movie is $20 million.

‘Big swings, nothing safe’

Bryan Lourd, chief execu-
tive of the powerhouse talent
agency CAA, applauds the
pair’swillingness to take risks.
“All big swings, nothing safe
about it,” he said of their
approach. The marketplace
wants “differentiated pre-
mium experiences,” and they
are “backing many of the best
artists in the business,” he
added. A force in the industry
for more than three decades,
De Luca was only 27 when
named president of produc-

where he championed com-
mercial and critical successes
such as “Austin Powers,”
“Seven” and “Boogie Nights.”

Before joining Warner in
2022, he was chairman of
MGM’s Motion Picture Group
Studios, and Abdy was presi-
dent. The pair had a mixed
record. Successes included
“Dog,” while expensive misses
included “Gucci” and “Cyr-
ano.”

Still, they were credited
with pumping life into what
was perceived as a moribund
studio and increasing its value
to suitors. The pair left after
MGM was acquired by Ama-
zoninadeal valued at $8.5 bil-
lion.

What appeals to filmmakers
isthat De Lucaand Abdy don’t
see movies as “just a product or
a commodity,” said director
Tim Burton, whose long-
awaited sequel to “Beetle-
juice,” titled “Beetlejuice Bee-
tlejuice,” is scheduled for
release by Warner this fall.

“Wonka” producer David
Heyman credits them with
encouraging anew take on the
ending “that had a significant
impact on making it a better
film.”

“Yes, there will be failures,”
Heyman said of the challenge
moviemakers face, “but we
mustn’t use that to prevent us
from moving forward and tak-
ingrisks. And I think Mike and
Pam believe that and knowit.”

©2024 DOW JONES & CO. INC.
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40.5%

THE PERCENTAGE of low-cost deposits
(current account and savings account) in
the public sector banks in 2024, down
from 45% in 2022, raising concerns

THE NET profit reported by Aurobindo

Pharma in June quarter of FY25, up 61.3%

from 569 crore in the same period last
year, aided by strong sales across markets

A4
74%

THE PERCENTAGE of people in Pakistan
who said they struggled to meet monthly

expenses, as the economic crisis deepens
in the country, according to a survey

37 min

THE AVERAGE time consumers spent
watching shorter user-generated content
and newsy snippets per day in 2023, up
from 33 minutes in 2022, as per a report

%1.66 tn mcap drop
hits top eight firms

he combined market valuation of eight of
T the top-10 most valued firms eroded by
X1,66,954.07 crore last week, with
Reliance Industries and Life Insurance
Corporation of India emerging as the biggest
laggards, in line with weak trend in equities.

Last week, the BSE benchmark slumped
1,276.04 points or 1.57%.

The market capitalization (mcap) of Reliance
Industries tanked X33,930.56 crore to
19,94,765.01 crore, the most among the top-10
firms.

The valuation of Life Insurance Corporation
of India (LIC) slumped 330,676.24: crore to
X7,17,001.74-crore.

State Bank of India lost X21,151.33 crore from
its valuation which stood at X7,35,566.52 crore.
The market valuation of Infosys dived
320,973.19 crore to X7,35,277.28 crore and that
of Tata Consultancy Services (TCS) tumbled
X19,157.77 crore to X15,30,469.11 crore. PTI

FPIs made net investment of 22,134 cr in equities,
data with the depositories showed. ISTOCKPHOTO

FPIs turn net sellers,
withdraw 13,400 cr

fter infusing money during the last two
A months, foreign investors have turned

net sellers as they pulled out over
313,400 crore from Indian equities in August so
far due to unwinding of the yen carry trade and
recession fearsin the US.

So far this year, FPIs have made a net
investment of 322,134 crore in equities, data
with the depositories showed.

Going forward, if the market continues torise,
FPIsare likely to press more sales since Indian
stock valuations continue to remain elevated,
particularly in relation to valuations in other
markets, V.K. Vijayakumar, chief investment
strategist, Geojit Financial Services, said.

According to the data, Foreign Portfolio
Investors (FPIs) withdrew a net amount of
313,431 crore from equities so far this month (I-9
August).

This came following an inflow 0f332,365
crore in July on expectation of sustained
economic growth, continued reforms and
better-than-expected earnings season, and
326,565 crore in June driven by political
stability and the sharp rebound in markets. ~ PTI

Coalimportsrise
by 6% to 75.26mt

ndia’s coal importrose by 5.7% to 75.26
I million tonnes (mt) in the first quarter of the

current fiscal compared to 71.16mt of coal in
the same period of the previous fiscal.

Coal importsin June were also higher by
6.59% at 22.97mt compared to 21.55mt in the
same month of the previous fiscal, according to
data compiled by mjunction servicesltd, a B2B
e-commerce platform from ajoint venture
between Tata Steel and Sail.

mjunction managing director and chief
executive Vinaya Varma said that given the
surplus coal available in the system and the
slowdown in industrial activity during
monsoon, import demand is likely to remain
subdued in the coming month. Of the total
imports in June 2024, non-coking coal imports
stood at 14.19mt, higher than 13.29mt imported
inJune last year. Coking coal imports were at
5.45mt, against 5.33mt imported in June 2023.

During April-June 2024, non-coking coal
imports were at 49.12mt, higher than 46.53mt
imported during the same period last year. ~ PTI

o

Vehicles and people navigate a waterlogged Gurugram road following heavy monsoon rainfall on Sunday. PTI

Delhi recorded 197% surplus
rains in 24 hrs; flights affected

Heavy rainfall erases monsoon deficit for Delhi-NCR with a surplus of 15% since 1 June

PujaDas
puja.das@livemint.com
NEW DELHI

fter enduring ascorching summerand
witnessing uneven start to the mon-
soon in June, the Delhi-National Capi-
tal Region (NCR) isnow experiencing
heavy rainfall, especially over the past
few days. Inthe 24-hoursleadingup to 8:30am on
Sunday, Delhi recorded 197% surplusrainfall. This
recent deluge hasreversed the early deficit, bring-
ing the rainfall since 1 June to 15% above normal.
June ended on a sultry note in Delhi, with no
rainfall recorded until the month end, but logged
228% overall excess rainfall for the month, follow-
ingasingle day’sdownpour of 228.Imm. The nor-
mal monthly average for June is 74.Imm.
India Meteorological Department IMD) fore-
casted moderate rainfall for Delhi on Sunday,
marking the fifth consecutive day of significant

rainfallin the region. Temperatures are expected
torange between 32°C and 26°C, with cloudy skies.

Heavy rainslashed Delhion Saturday and Sun-
day, causing traffic disruptions due to waterlog-
ging. According to the Public Works Department,
20 complaints of waterlogging were received dur-

received five com-
plaints, including for
uprooted trees.
According to
IMD, Delhi’s maxi-

rainfall for Delhi on Sunday, marking
the fifth consecutive day of
significant rainfall in the region

“Due to bad weather (heavy rain) in Delhi (DEL),
all departures and arrivals, and their consequential
flights may get affected. Passengers are requested
tokeepacheckon theirflight status,” SpiceJet said
onX (formerly Twitter) at 9:14am. Budget carrier
IndiGo alsoissued an advisory on X noting that the

ing the day. The heavy rain in Delhi
Municipal Corpora- may impact flight
e The IMD forecasted moderate cohaduleeet e

“Heavy rain is
pouring down over
#Delhi, which may
play rough with
flight schedules. We

mum temperature

on Saturday was 32.8°C, slightly below the season’s
average, while the minimum temperature was
25.8°Cinthe morning, 1.2°Cbelownormal. Due to
the continuous heavy rainsin Delhi, airlines have
issued a travel advisory urging passengers to verify
their flight status, as operations may be affected.

Lab-grown diamond industry suffers

The prices have fallen by 65% in the past year,
from 60,000 to ¥20,000 per carat. MINR

ignificant fall in prices, eroding
S consumer interest and competition
with imports are some of the major
challenges being faced by the domestic
lab-grown diamond industry, think tank
Global Trade Research Initiative (GTRI)
said on Sunday. It also said that while India

faces the issue of production overcapacity,
it continues to import lab-grown diamonds
in large amounts and thisissue needs
deeper investigation.

To address these challenges, the
government needs to take certain steps
such as setting clear and consistent rules to
standardize quality, certification, and
market practices; issuing a Quality Control
Order to check quality of imports; and
investment in research and development
to improve production processes, reduce
costsand enhance the quality of lab-grown
diamonds. The GTRI said that India’s lab-
grown diamond industry is facing a major
challenge, with prices falling by 65% in the
past year, from 360,000 to 320,000 per
carat due to local overproduction and
oversupply from abroad.

This sharp decline points to problems
like overproduction, high imports, and
lack of regulation, which are hurting
consumer confidence. PTI

Godrej Properties to launch ¥21,000 cr worth housing projects

projects by March across major cities to encash strong consumer
demand and achieve 20% growth in sales bookings this fiscal.

Inan interview with PTT, the company’s executive chairperson Pirojsha
Godrej expressed confidence that the company would achieve the targeted
sales bookings 0f 327,000 crore for the current fiscal.

In the last fiscal, the company’s sales bookings jumped 84:% to a record
322,527 crore, the highest among listed realty firms in 2023-24.

Asked about the launch pipeline, Pirojsha said, “We are targeting to launch
projects worth 330,000 crore this fiscal year. We have already launched
around 39,000 crore worth of projects in the first quarter of this fiscal.”

The launch pipeline for the remaining three quartersis strong, he said.

Godrej Properties mainly focuses on Mumbai Metropolitan Region,
Delhi-NCR, Bengaluru, Pune and Hyderabad for group housing projects. It

G odrej Properties aims to launch 321,000 crore worth of residential

sells plotsin tierII cities.

|

PTI Godrej Properties executive chairperson Pirojsha Godre;j. MINT

sincerely regret the
inconvenience caused if your flight is impacted.
Please keep a tab on your flight status and allow
extra travel time due to potential traffic snarls. We
wish you a pleasant journey!”
For an extended version of this story, go to
livemint.com.

External affairs minister Jaishankar being received
by foreign minister of Maldives Moosa Zameer. et

Maldives key Indian
Oceanally: EAM

he Maldivesis a key partner for India in the
T Indian Ocean region and the two nations
aspire to turn their cooperation into a
modern partnership, external affairs minister
S. Jaishankar said on Sunday.

Jaishankar’s remarks came as he, along with
his Maldivian counterpart Moosa Zameer
attended the handing over ceremony of Addu
Reclamation and Shore Protection Project and
inauguration of the 4-lane Detour Link road
project facilitated by the Government of India
under the Line of Credit of EXIM Bank.

“Maldives for us is a key partner in the Indian
Oceanregion. Itis very much at the heart of our
“Neighborhood First Policy” and it is therefore
very natural that the cooperation between our
two countries has moved beyond the
traditional role and today really aspires to be a
modern partnership,” Jaishankar said.

In the last few years, India has invested
around $220 million in Addu which provides a
fairidea of the importance that India attaches
toregional development in the Maldives, the
minister said. Jaishankar also highlighted
other projects being undertaken with India’s
assistance in the Maldives. PTI

13,019.6¢r

THE AMOUNT at which CVC Capital
Partners has valued Aavas Financiers,
setting the stage for the largest buyout in
the Indian housing finance sector

HOWINDIALIVES.COM

OYOrraises %1,457 cr
in Series G funding

ravel Stays Ltd, the parent company of
O OYO, hasraised X1,457 crore from a

consortium of investors in the latest
funding round, people with the knowledge of
the matter said.

The IPO-bound unicorn has raised nearly
31,040 crore in the Series G funding round.
This follows an earlier raise 0f3416.85 crore in
the same series and concludes the round.

According to different documents accessed
by PTI, the additional equity issuance was
approved by 99.99% shareholders in an EGM
held on 8 August.

The capital will be used to support OYO’s
growth and its global expansion plans, the
company said.

The additional fund raise values the
company at the same valuation of $2.4billion,
as the first Series G tranche issued to InCred in
July, one of them said. PTI

The all-India average cement price was at ¥348 per
50kg bagin June 2024, down about 3% y-0-y.  mINT

Cement firms' sales
increase, prices fall

eading cement manufacturers reported
L single-digit volume growth in the June

quarter, though their topline was muted
on account of the continued downtrend in the
price.

Listed manufacturers such as UltraTech,
Ambuja Cements, ACC, Shree Cements and
Dalmia Bharat-in their latest quarter earnings
reported gains in volumes, ranging from 3% to
9% and increase in capacity utilization.

However, soft cement prices have put their
topline under pressure in the April-June
period. Besides, raw material costs went up
marginally due to an increase in the cost of fly
ash and slag.

The all-India average cement price was at
around 3348 per 50kg bag in June 2024, down
around 3% year-on-year. However, this was
higher when compared to X335 per bag in May
2024. PTI

Tata Motors targets
domestic rebound

ata Motors expects demand to remain
T sluggish in overseas markets this fiscal

while pinning hopes on a gradual bounce
back in the domestic market on the back of new
launches and the upcoming festive season.

Earlier, the automaker reported consolidated
net profit of 35,566 crore and total income of
109,623 crore for June quarter.

“Overall, from a demand perspective, we do
anticipate that as far as the global demand is
concerned, it is likely to remain muted. It has
been that way. It’s likely to remain muted. No
immediate changes there,” Tata Motors Global
CFO P.B. Balaji said in an analyst call. In the
domestic market, the firm expects a gradual
improvement in demand during the rest of the
year aided by government plans to invest on
infrastructure, healthy monsoons, favourable
overall economic macros, new launches and
upcoming festive period, he noted. PTI

LIC toinvest about
1.3 trillionin FY25

ife Insurance Corporation of India (LIC)
L managing director and chief executive

officer Siddhartha Mohanty has said that
the corporation is looking to make fresh
investments of around 1.3 trillion in equities
during the current financial year.

During April-June FY25, the insurance
behemoth made an investment of about
338,000 crore in shares as against 323,300
crore in the same period a year ago.

LIC earned a profit of 15,500 crore from its
investments in equity markets during the first
quarter. The profit from its investment was
higher by 13.5% quarter-on-quarter.

“We are surely looking at the markets and
price movements...we are looking to invest a
good amount at least whatever we had invested
in last financial year...LIC made an investment
of around X1.32 trillion in FY24,” he said.

Market value of LIC’s investment in stocks of
various companies stood at around 15 lakh
crore at the end of June, he said. PTI
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n 25 July, me and my
younger sister were at
Wembley Stadium in Lon-
don watching Bruce
Springsteen and the E
Street Band perform. I had wanted to be as
close to the stage as possible given that
watching the ‘Boss’—as the fans lovingly
call Springsteen—was possibly going to be
aonceinalifetime event. But buying tick-
etsclosest to the stage would have meant
watching the concert standing.

Now, unlike many younger singers of
today who do two-hour concerts, the con-
certs of the E Street Band go on for over
three hours, and are extremely high on
energy, even though most band members
are over 70 now.

Also, given that one wasn’t going to
take the risk of arriving at the concert
just-in-time and would be there at least
an hourin advance, buying tickets clos-
est to the stage would have meant stand-
ing for more than four hours. Further,
taking into account that it would take an
hour to get to the Wembley Stadium,
then possibly 30 minutes to get out of it
once the concert was over, and another
hour to get back to the hotel, it would
have meant standing for more than six
and a half hours.

So, we bought tickets which were close
to the stage—though not as close as stand-
ing-room only tickets—but which allowed
us to watch the concert sitting.

Ataround 7.15 pm, Springsteen came on
stage and the band started singing Lone-
some Day. Fifteen minutes on, they were
playing my favourite Springsteen number
No Surrender, and the energy in the sta-
dium had gotten people in the rows in
front of us on their feet, and soon every-
one was standing and singing along with
the E Street Band.

Of course, once people in front of us
were standing we also had to stand up in
order to get a better view of the stage.
Now, this forced those behind us and
those behind them to stand up aswell. The
energy and the atmosphere in the stadium
was responsible for this, but, so was the
need to get a better view of the E Street
Band on stage.

Economists have a term for a situation
like this: the fallacy of composition. Or as
Greg Ip writes in Foolproof—Why Safety
Can Be Dangerous and How Danger Makes
Us Safe: “This fallacy occurs when what
benefits an individual is wrongly assumed
tobenefitan entire group. For example, if
one moviegoer stands, he can see the
show better. But if everyone in the audi-
ence stands, no one sees better, and every-
one is uncomfortable.”

Something similar happened to those
watching Springsteen’s concert seated.
The fallacy of composition ensured that
they saw the concert standing. Of course,
there was enjoyment in standing, clapping
and singing along with the band, but there
was discomfort as well, which wouldn’t
have been experienced if everyone had
seen the concert sitting.

Dear reader, if you are wondering
where I am going with this, allow me to
explain. India’s systematic investment
plan (SIP) investors are in the middle of a
fallacy of composition situation like those
at the Springsteen concert. Further, the
retail SIP investors have
noideaabout this, and if
they continue to be
ignorant, somewhere

From April 2023 to
July 2024, only 2,048 crore,

India’s SIP investors are in the middle of a ‘fallacy of composition’ situation. Is there a way out?
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A file photo of a hoarding displaying the mutual fund sahi hai ad campaign near a highway in Mumbai. The Association of Mutual Funds in Ind|a Iaunched the campalgn in 2017.

March 2020.

THE FALLACY OF COMPOSITION
nvestors investing in stocks through
the SIP route is largely good news, at

least on the face of it. First, investing
through SIPs ensures that investors
invest regularly. Second, by investing
regularly investorsignore all the noise of
the so-called analysis that comes with
investing in stocks. Third, an SIP ensures
that every month, or every week, some
money isinvested in stocks. Hence, regu-
lar savings happen.

So, investing in equity MFs through
SIPs makes sense at an individual level.
But as the fallacy of composition states
what makes sense at an individual level
may not necessarily make sense at an
aggregate level. Among other reasons, the
flood of money coming into stocks
through the SIP route
has ensured that stock
prices have gone from
strength to strength, and

down theline, it'sgoing . the prices of many stocks
to hurt them. oraround 0.65% of the now are not in line with
; : their current, or for that
net investment in >
THESIP STORY matter, the prospect of
In July 2024,323,332 equity MFs, has been future earnings.
crore was invested in Hence, the SIP inves-

mutual funds through
the SIProute. AnSIPisa
way of regularly investing in mutual
funds (MFs), particularly equity MFs.
Equity MFsinvest a bulk of their money
in listed stocks. A January 2023
CNBCTVI8.comnewsreport quoted N.S.
Venkatesh, the then chief executive of
the Association of Mutual Fundsin India
(Amfi), the mutual fund lobby, as saying
that “90% of the total SIP inflows were
into equity schemes”. Which means indi-
rectly into stocks. Now, let’s take alook at
chart 1, which plots the monthly SIP
inflows into MFs.

As can be seen, the total amount of
money coming into MFs through the SIP
route has gone up majorly. In 2024-25,
the inflow was more than 320,000 crore
in each month.

The jumps in SIP investment came at
two points. First, in 2017 after Amfi
launched the mutual fund sahi haiad cam-
paignin March 2017. The second and the
more significantjump came in mid-2021
onwards, once stock prices had run up
considerably after falling big-time in

made in large cap funds

tors are buying stocks
indirectly at higher and
higher prices. This means that in order
to make money in the years to come, the
stock prices will have to continue going
up at a fast pace from where they cur-
rently are, and thus continue to be out
of whack with the prospect of future
earnings of companies. And that’s not a
good thing.

Now, let’s take alook at chart 2, which
plots the price to book ratio of the NSE
500 index from 1996 onwards. The price
tobookratio isa measure of valuation and
the NSE 500 is a stock market index which
includes 500 listed companies.

The valuations of companies that make
up the NSE 500 index are at a very high
level. The price to book ratio in 202425
hasbeen higher than at any point of time
except in 2007-08 and 2006-07, when
the stock market was in bubbly territory.
This explains why what is good for an indi-
vidual SIP investor isn’t really good at an
aggregate level. The situation is similar to
the Springsteen concert, where each row
was better off standing, but on the whole,

ithurt. Further, these high prices are cre-
ating another problem.

COST AVERAGING

Cost averaging is the most important
part of SIP-ing. It ensures that an

investor continues to buy when stock pri-

cesfall and the higher number of MF units

bought at these lower prices help once the

stock prices recover.

Let’s say an investor SIPing 15,000
buys units of an equity MF at a price of 315
per unit in a particular period. Hence,
1,000 units are bought. In the next period,
the stock prices have fallen, and the price
perunitstandsat X12. This helps the inves-
tor buy 1,250 units, with the totalnumber
of units now standing at 2,250. In the third
period, the pricerises back to 315, with the
2,250 units now being worth 333,750,
higher than 30,000 that has been
invested, even though the price per unit is
only back at where it originally was. This
is how cost averaging works.

But for cost averaging to work, the
stock market has to be volatile. That s, it
has to go up and go down and go up
again, something that has stopped hap-
pening in the Indian stock market over
the last few years.

KIND OF INVESTING

Iso, what kind of equity MFs are the

SIP investors actually investing in?
Amfidoes not provide that kind of detail.
Nonetheless, some educated guesses can
be made by looking at the net inflow of
money into different kinds of equity MF
schemes. Thisis the overall figure, which
includes money coming in through the
SIP route and other routes, minus the
redemptions being made. So, take alook
at chart 3 which plots the netinflowsinto
equity MFs on the whole and thematic/
sectoral funds in particular.

We can see that inflows into equity
MF's have gone up, and quite a bit of this
money is coming into sectoral/thematic
funds. From April 2023 to July 2024, a
net inflow ofX3.15 trillion has come into
equity MFs. Of this, more than 35% or
X111 trillion is the net inflow into the-
matic/sectoral funds. In 2024-25, half of
the net inflows into equity MFs have been
in sectoral/thematic MFs. These funds
investin stocks based on certain themes
(business cycle, consumption, innova-
tion, special opportunities, etc.) orin cer-

WHAT

The total amount of money
flowing into mutual funds
through the systematic
investment plan route has
soared. InJuly 2024, 323,332 crore
was invested through this route.

SO

The flood of money has ensured
continued strengthening of
stock prices—the prices of

many stocks now are not in line
with their current or future
earnings potential.

NOW

Cost averaging is the most
important part of going the SIP
way. But for this to work, the
stock market has to be volatile.
The Indian markets haven't been
volatile in recent years.

tain sectors (public sector units, defence,
banking and so on).

Now, several insiders working with the
asset management companies have been
suggesting that alot of investor money is
flowing into frothy themes and sectors,
where valuations are totally out of line
with the prospect of future earnings, driv-
ing up prices further. Or as Neil Parikh,
the CEO of PPFAS Mutual Fund tweeted
in July: “The sheer number of [new
schemes] launched, especially thematic
funds, is a bit scary.”

So, the data shared above possibly hints
atthe fact that what’s happening in equity
MFsonthe whole, is also happening with
SIPs, or that SIP investors in equity MFs
may also be chasing these racy themes and
sectors, and in the process buying stocks
indirectly at very high prices.

Tosay this with absolute certainty will
require more detailed data on the differ-
entkinds of equity MFs that SIP investors

BLOOMBERG

TIME TO CHANGE YOUR TUNE?

chart 1: In full flow

In 2024-25 so far, the inflow into MFs
through the SIP route has been more
than 320,000 crore in each month.
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Chart2: Bubbly territory?

The valuations of companies that make
up the NSE 500 index are at a high level.
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are investing in.

Further, what is interesting to see is
that from April 2023 to July 2024, only
X2,048 crore, or around 0.65% of the net
investment in equity MFs, has been
made in large cap equity MFs.
Large-cap MFsinvest in stocks
that are ranked in the top 100
asmeasured by market capital-
ization. From a valuation point
of view, such stocks are the
most reasonably priced at this

Liked this story7

Jul 2024
Source: Centre for Monitoring Indian Economy and Association of Mutual Funds in India, niftyindices.com

going into small-cap stocks which are
extremely expensively priced? Thereisa
need to sit down and figure this out.

Of course, above everything else,
whether investments are adequately
diversified—with money
being invested across differ-
ent asset classes, from stocks,
directly and indirectly, to
fixed deposits, gold, etc.—also
needs to be figured out.

Finally, the after-effect of the

point of time. fallacy of composition at the

So,whatshouldretailinves-  Share it by Springsteen concert, of stand-
tors following the SIProute do?  scanning the ing constantly for more than six
Should they stop their SIPs? QR code. and a half hours, was a day or

No. Then?

There is a need to look at the types of
equity MFs they are investing in. Is the
bulk of the investment going into a sector
which is already very frothy? Or is the
investment going into a theme that has
run out of steam? Or is the investment

two of feeling tired. Things
won’t be as simple for those who have
become victims of the fallacy of composi-
tion by investing in expensively-priced
stocks through the SIP route. So, it’s
important to course correct.
Vivek Kaul is the author of Bad Money
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How this plant manager is revising
his financial plan to address gaps

As Rumar approaches his mid-40s, he wants to ensure past mistakes are not repeated in his financial strategy

Jash Kriplani
jash.kriplani@livemint.com

fter enduring substantial
financial losses during
the covid-19 pandemic,
Gagneesh Kumar, a plant
manager from Rudra-
pur, Uttarakhand, is reassessing his
investment strategy. Known for his
aggressive investments in stocks and
small- and mid-cap mutual funds, he
isnow seeking a more balanced and
goal-oriented portfolio.

“During the pandemic, my stock
portfolio took a significant hit, and
some stocks neverrecovered. Idon't
want to face such a situation again as
Iwork towards my long-term goals.”

To avoid future challenges, he has
sought expert advice to adjust high-
risk investments, enhance insurance
coverage, and align his financial strat-
egy with hislong-term goals, includ-
ingretirement and daughter’s future.
High equity exposure

Kumar’s strategy is notably aggres-
sive, with 90% of his portfolio allo-
cated to equities. Of this, one-third is
invested in stocks. Additionally, one-
third of his mutual fund portfolio is
allocated to small-cap schemes. The
remaining 10% of his portfolio is allo-
cated to debt, primarily through his
employee provident fund.

“When we assessed Kumar’s risk
profile against his portfolio, we found
amismatch. The portfolio was heavily
skewed toward equity and high-risk
return categories. But, hisrisk toler-
ance didn't align with his equity expo-
sure level,” said Suresh Sadagopan,
founder of Ladder7 Wealth Planners.

Toachieve abalanced investment
approach, Kumar hasbeen advised to
diversify his portfolio. The strategy
includes allocating 75% to equities,
20% to debt, and the remaining por-
tion to gold via sovereign gold bonds.

Tobuild his debt exposure, he was
advised to start making incremental
investments in debt MFs. For direct
stock investments, Kumar will hold
onto these investments for at least a

Finding the missing pieces

Rudrapur-based Gagneesh Kumar wants to make sure his portfolio is on right track with the

help of an adviser

GAGNEESH KUMAR, 44, Rudrapur, Uttarakhand

Work: Plant manager

Wife: Monika Punani, 40, home-maker

Child: Daughter, 10, student

Advisor: Ladder7 Wealth Planners

Current asset allocation

Direct
stocks

Portfolio changes

Current mutual fund
allocation (in %)

recommended by

adviser Category Allocation

Reduce equity Small-cap 33

exposure and diversify
Large-cap 19 oth What are your

Gold Mid-cap L/ recommendations | TInancial goals?
Flexi-ca 16 Get additional lif Retirement: Achieved

P S af eI 14% of targeted corpus

Large- and cover of ¥1.4 crore Post-retirement life:
mid-cap 15 Getaccident coveras | \yoy 11 give back to

Recommended mutual
fund allocation (in %)

he works in a factory
Get super top-up of
%20 lakh on health cover
Start a contingency

society

For child: Daughter's
education and
wedding

For family: Two
annual family trips
within India

Categor Allocation
gory fund for 3 months of
*Gradually bring down Large-cap 20 expenses
direct stocks after LTCG Flexi-cap 19 al I
holding period, switch to L . Ose car loan
; arge- and mid-cap 15 . .
equity M‘Fs Mi dg a P 9 Switch to direct plans
Sovereign gold bond p of mutual funds

BAF+debt funds 37

year to benefit from long-term capital
gains taxation before switching these
investments to mutual funds.

“My work schedule doesn’t allow
much time to track and analyse indi-
vidual companies and fundamentals.
Hence, my adviser has suggested that
I make the switch to MFs entirely,
which I thinkis the right approach."”

He hasalsobeen advised to gradu-

ally exit his small-cap fund exposure
and reallocate those investments to
flexi-cap and large-cap funds.
Funding future objectives
Kumar has been working towards
building his retirement corpus, but
hasso far achieved only 14% of his tar-
get. He is planning to allocate funds
specifically for his daughter’s higher
education and wedding expenses.

PRANAY BHARDWAJ/MINT

Considering these are long-term
objectives, he is primarily investing in
equitiesto meet the requirements.He
hasalso been advised to fund the fam-
ily’s biannual trips, within India, by
parking the required amount sepa-
rately in an arbitrage fund.
Addressing insurance shortfalls

Kumar has a term life insurance
policy of 350 lakh. His adviser recom-

mended increasing this coverage by
anadditional X1.4-crore to ensure ade-
quate cover throughout his extended
income-earning years.

Additionally, considering Kumar’s
role in a manufacturing unit, he was
advised to secure accident insurance
with X1 crore cover for total perma-
nent disability, and 15 lakh for total
temporary disability.

For health insurance, Kumar hasa
35 lakh personal family floater policy
and additional X3 lakh cover from his
employer. His adviser has asked him
to increase his coverage by adding a
320 lakh super top-up to his personal
policy, with a5 lakh deductible.

Deductible is the amount that must
be paid out-of-pocket before the
super top-up coverage Kicks in.
Strategic adjustments

Kumar has closed his carloan, fol-
lowing his adviser’s recommenda-
tions. "It didn’t make sense for him to
continue making interest payments
onadepreciating asset like a car," said
Prateek Patani, senior manager-in-
vestment advisory, Ladder7 Wealth.

Funds for car loan EMIs are being
redirected to MF SIPs, and gradually
switch to direct plans from regular
plans to save on commissions.

“Right now, I am okay with my
home loan as I get tax deductions on
repayments.” Kumar was also advised
to build a contingency fund, which
now includes three months of house-
hold expenses in a combination of
bank savings and debt mutual funds.

Reflecting on hisrevised strategy,
Kumar acknowledged the shift in his
approach has helped him. “I plan a
more balanced approach to investing.
My wife was keen on physical assets
like real estate butisnow more open
to equities as an asset class,” he said.

Liked this
story? Please
share it by
scanning the
QR code

Expert tips: How to report foreign ESPP holdings in schedule FA

Mahesh Nayak

Should an employee stock
purchase plan (ESPP) in a
company stocklisted over-
seas, awarded earlier, be
declared as a foreign asset
inIT Return? Are there any
exception for ESPP amount
that will negate it? ESPP
was declared in Form 16
issued by the organization
for the same year.
—Aparna

Asyour employer disclosed
the income from the exercise
of ESPP, you must be owning
the shares listed overseas. So,
you need to disclose them in
Schedule FA (foreign assets) of
ITreturn. Assetsowned over-
seasby aresident (other thana
not ordinarily resident) must
be disclosed in Schedule FA,
irrespective of the asset value.

Non-disclosure of foreign
assets by aresident will result
in penal consequences under

ASKMINT
TAXATION

the Black Money Act. Disclo-
sure in Form 16 is not consid-
ered a disclosure in ITR, as
Form 16 only reflects income
taxable in hands of employee
on the exercise of the option.
Budget 2024 has proposed
that from 1 Octswober 2024,
penalty will not be levied
under Black Money Act for a

non-disclosure of assets in
ITR, if the value of foreign
assets (other than animmova-
ble property) do not exceed
%20 lakh. However, itisagood
practice to disclose all foreign
assets. Besides, if the foreign
asset is not disclosed in origi-
nal return for AY25, you can
file a revised return before 31
December 2024. The informa-
tion in the revised return will
also be considered as a valid
disclosure.

Best home loan rates

home loan is probably the biggest loan that one takes. Not only in terms of the loan
amount, but also tenure, which can be 15 years or more. The total final amount that one
pays can be double of what was borrowed. But a home loan is among the cheapest loans
available, and usually it is the only way a person can buy a house. A home loan is called
a ‘good’ loan because it helps you acquire a tangible asset that can appreciate over the
long term. It makes sense to buy a house if you plan to live in it. Given the fact that the
construction of several housing projects in India continues to be delayed or stalled by
many years, financial advisers say that one should buy a ready-to-move-in house. Here’s a
look at the lowest home loan interest rates of some leading banks.

Loan amount = ¥30 lakh. Tenure = 20 years

Schedule FA requires resi-
dent taxpayers to disclose for-
eign assets held during a cal-
endar year, i.e., in return for
AY25, assets held in 2023 must
be disclosed.

If the shares were received
during calendar year 2024,
youwould need to disclose the
shares in Schedule FA of the
income tax return for AY26,
even though the income
would be taxable in the finan-
cial year in which the option

was exercised.

As you are holding shares,
youwould need to disclose the
shares in Table A3 or Table B
of Schedule FA.

—Mahesh Nayak, chartered
accountant, CNR & Associates

Do you have a personal
finance query? Send in your
queries at
mintmoney@livemint.com
and get them answered by
industry experts.

)

We welcome your views and comments at
mintmoney@livemint.com

WHY PART-TIME
ADVISERS MAY NOT
BE THE ANSWER

he Investment Adviser Regulations, 2013, has been around
T for11-plus years, but has attracted just about 960 advisors!

The latest consultation paper on IA Regulation is attempt-
ing to do a course correction by bringing down the eligibility cri-
teria in terms of education, and doing away with the experience
requirement, besides passing the certification exams just once.
There are a host of other changes as well, many of them positive,
which will give the much-needed lift to the advisory profession.

However, the consultation paper has struck a few discordant
notes, too, which need a relook. I would focus my attention on
justone of them in this piece—part-time investment adviser (IA).

There isa fundamental problem that isembedded in the initial
regulation itself, where investment advice is defined as: “Advice
relating to investing in, purchasing, selling or otherwise dealing
insecurities or investment products, and advice on investment
portfolio containing securities or investment products, whether
written, oral or through any other means of communication for
the benefit of the client and shall include financial planning.”

This definition focusses on products, transaction, portfolio
advice and, lastly, financial planning as an after-thought. In fact,
the term investment adviser isa misnomer asit indicates a focus
on investment products, selection, portfolio construction, etc.

Ifthe intention was to provide holistic financial advice, consid-
ering the needs of the customer and his family members, we
should be referred to as financial planners, not IAs.

In the part-time IA construct, anyone employed as a teacher
or professor, or in education-related businesses, as well as profes-
sionalslike doctors, lawyers, and architects, or anyone employed
inor pursuing an activity permitted by a financial services regula-
tor, can become a part-time IA. This broadens the range of people

eligible to become IAs. But then, can

Advisory isa someone already pursuing other pro-
different ball fessions have the bandwidth to profes-
s sionally provide investment advice?
game, requnjlng Besides, customers are yet to under-
advanced skills  gtand the difference between adistrib-
and knowledge  utorand adviser. A part-time adviser

will only add to the confusion.

Financial distributors deal inarange
of products such as insurance, bonds,
fixed deposits, mutual funds, etc. However, what they typically
doissell products. The idea of part-time advisers arose because
therole ofan IA is often perceived as merely providing product-
level investment advice. This perception suggests that anyone,
even on a part-time basis, could do it, similar to how financial ser-
vices distributors sell multiple product lines.

However, advisory is a different ballgame. It is a profession and
we need to recognize it. In advisory, one needs to understand the
client'sneeds, personal situation, and current and future cash-
flows, only after which an advisor comes up with a financial plan.
The investment recommendations comeright at the end of this
process. Advisory also involves far more detailed interactions, a
higher level of understanding and connect with customers, for
it to work. The knowledge and skill requirements are also higher.

Advisoryisaspecialized area like legal or medical professions.
One cannot practice part-time in most of these professions. Why
should it be different with advisory?

Here’s the definition of an investment adviser: “any person,
who for consideration, is engaged in the business of providing
investment advice to clients or other persons or group of persons,
and includes any person who holds out himself as an investment
adviser, by whatever name called.” So, only if a fee is charged for
advice, one needs to come under IA regulation. This means, any-
one can give free advice and not come under the IA regulation.
Product sellers use thisroute. But such “advice” may be self-serv-
ing and have major implications for a customer. This loophole
needs to be closed. Also, for Sebi, part-time advisers maybe a
minefield. So, the part-time IA approach may not be the best way
toincrease the advisor count and should not be pursued.

—Sadagopan is MD and principal officer at Ladder7 Wealth
Planners, and author of “If God Was Your Financial Planner”.

to serve clients

US inflation won't derail Fed’s Sep rate cut

Bloomberg
feedback@livemint.com

S inflation probably
l | picked up modestly in

July, but notenough to
derail Federal Reserve from a
widely anticipated interest-
rate cut next month.

The consumer price index
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Data taken from banks' websites as on 7 August 2024. EMI range is indicative and calculated on the basis of interest rate range; it may include other
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on Wednesday is expected to
haverisen 0.2% from June for
both the headline figure and
the so-called core gauge which
excludes food and energy.
While each would be an accel-
eration from June, the annual
metrics should continue torise
at some of the slowest paces
seen since early 2021.

The recent easing of price
pressures bolstered Fed offi-
cials’ confidence that they can
start to lower borrowing costs
while refocusing their atten-
tion on labor market, which is
showing greater signs of slow-
ing. July jobs report showed
US employers substantially
scaled back hiring and unem-
ploymentrate rose for a fourth
month, triggering a key reces-
sion indicator and contribut-
ing to a global stock market
selloff.

Should the CPI come in as
expected, it would indicate
that inflation remains on a
downward trend, and econo-
mistsreckon aslight pickupis

due after June’s surprisingly
low reading. They expect the
reversal largely stemming
from what’s known as core ser-
vices excluding housing, a key
category watched by policy-
makers. Some forecasters are
also flagging an upside risk to
goods prices given the higher
shipping costs.

However, the long-awaited
slowdown in shelter costs that
started in June may continue.
That category comprises a
third of the overall CPIand isa
big determinant of the broader
inflation trend. The producer
price index — due a day before
CPI — will be scrutinized for
categories that feed through to
the Fed’s preferred inflation
gauge, the personal consump-
tion expenditures price index.

“July’s CPIwill likely be soft,

AFP
' business sentiment, industrial
production and home con-
struction. Regional Fed presi-
dents Raphael Bostic, Alberto
Musalem, Patrick Harker and
Austan Goolsbee are sched-
uled to speak.

Looking north, housing
starts for July will reveal
whether the Bank of Canada’s
back-to-back rate cuts are

with year-over-year change in
core CPIl edging further down.
Markets may rally around this
news, but we think the impli-
cation for the Fed’s preferred
price gauge — the core PCE
deflator — will be more mixed
when CPI data are taken
account together with PPL,”
said Anna Wong, Stuart Paul,
Eliza Winger, Estelle Ou and
Chris G. Collins, economists.

Another report in the com-
ingweekis expected to showa
pickup in overall retail sales in
July, but once certain compo-
nents are stripped out to drill
down to the control group —
which is used to calculate the
gross domestic product—sales
should slow notably.

Other data on the agenda
include the latest readings on
inflation expectations, small

helping stoke investment in
new building. Canadian
wholesale and manufacturing
sales for June are expected to
decline.

Elsewhere, key data in the
UK from wages to inflation,
production and retail numbers
from China, and likely deci-
sionsto keep rates unchanged
in Norway and New Zealand
are among the highlights.

China’sdatablast on Thurs-
day will likely show the econ-
omy did a little better in July
versus June but is still mostly
limping along. Industrial out-
put growth may have acceler-
ated to 5.5%, a pace that’s still
slow enough to drag the year-
to-date tally down a tad.

The same goes for retail
sales, which are seen picking
up to 2.6% while pulling the
seven-month pace down to
3.5%. Fixed asset investment is
seen holding steady, while the
decline in property invest-
ment is forecast to moderate.
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Either-or taxation could
go down aslippery slope

Choice is usually heartening, but in the case of taxes, joy dissipates fast if we're left staring

at a maze of mathematics. Beware forked levies, lest we slide further into legal complexity

nce upon a time, only story-
tellers took it upon themselves
to challenge Mark Twain’s quip
that death and taxes were the
two certainties of life. They
came up with zombies, neither
dead nor alive. Policymakers might be relatively
new to the task, but did not take long to sap the
certainty of taxation. Among other devices, they
invented the oddity of either-or gateways to
comply with the law. In India, of course, the
stated purpose is to offer taxpayers choice. This
has a certain ring of liberty to it, the kind that
consumers learnt to relish after Indian markets
were liberated from the Licence Raj. Paying
taxes, however, is not the same as buying a
household durable. Confronted with a liability
that differs by which of two options is exercised,
taxpayers are easily confounded by the math
involved in weighing one versus the other.

The ground for forked taxes was laid more
than half a decade ago, sprung on us, ironically,
by that great simplifier of indirect levies: the
goods and services tax (GST). Take the case of
pre-built homes that don’t count as ‘affordable’
in the taxman’s lexicon: larger than 646-sq-ft
in carpet area, i.e., and priced above 4.5 lakh.
Before 1 April 2019, their sales were charged
GST atarate of 12% with the burden lowered
by input tax credit (ITC) for levies on inputs. In
response to a plea that much of what went into
flats was sourced from the informal sector,
with no trail of tax bills for respite, that rate was
slashed to 5%, but without any I'TC granted.
Apart from cost confusion among builders with
partly built residential projects, which sell by
and by, the upshot in some cases was differing
prices of identical flats within the same housing
complex. Such an uneven pitch can tempt a

googly, and India’s pre-covid budget delivered
one soon for a far larger group: Assessees of
income tax. We could either go by the old tax
regime, with its rates rising in slabs from 5% to
30% on earnings after claiming tax relief for a
clutch of investments, insurance premiums,
housing outflows, etc, or forgo deductions to
opt for asimplified new regime with lower slab
charges. For folks uneasy about making annual
allotments of money just for tax savings, this
was a bold display of fiscal justice. Many others,
though, got caught between the two options,
unsure which works out more favourably. If the
privilege that lets salaried earners switch back
and forth hasn’t eased the dilemma, nor has the
low interest tax-consultants apparently have in
freeing clients of complexity. Authorities can
hardly profess surprise that some taxpayers
got pushed to the end of their wits. Any choice
(barring a Hobson’s) constitutes a ‘Pareto’ gain
over none at all, since it favours at least some-
body without making anyone else worse off.
This theory is behind last week’s bifurcation
of capital-gains tax on secondary sales of long-
held homes into a choice of paying either 20%
of one’s gains with ‘indexation’ or 12.5% with-
out using this deflator to lessen the effect of
inflation. This reprieve spans more than two
decades, but it’'s not asif the ‘money illusion’ of
aweakening currency can’t be seen through for
homes held for fewer years. Post-budget home
buyers will get no choice, but for many home-
owners, it’s yet another puzzle to reckon with.
‘Positive for Al,” sums up the snarky reviews.
Mark Twain was either impressed or amused
by the multiplicity of everything in India. But
when it comes to tax liabilities, it’s far from
costless. Either-or taxation mustn’t multiply,
lest we go down a slippery slope to complexity.
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What, if anything, compels us to
spend public money on sports?

National glory, public health or other gains? Indian policy needs clarity on what we're aiming for

is co-founder and director of The
Takshashila Institution, an independent
centre for research and education in public
policy.

ow that the 2024: Olympics have

cometoan end, itisa good time

toreflect on India’s sports policy.
The most important question is usually
left unasked: why should the Union and
state governments spend public funds
on sports? Specifically, why should the
Indian exchequer finance participation
in the Olympic Games? Let me report
on an animated discussion we had at
Takshashila last week. There were mul-
tiple points of view and I isolated a few
ways of answering these questions.

The zeroth response came from my
libertarian colleagues. It says that the
government should not spend public
funds on sports. Doing so would both be
aviolation of individual liberty and an
undue state intervention in society.
This does not mean sports is unimpor-
tant, only that government should keep
out of it. Leave it to society. Most citi-
zens consider religion important, but
we keep the state out of it, right? Right?

The public health argument, in my
mind, successfully makes the case for
government involvement in promoting
sports. The more people engage in
sports, the fitter and healthier they will
be. This will contribute both to public
health and reduce healthcare expendi-
ture. There are big positive externalities
from sports and hence there is a case for
agovernmentrole. From this angle, the
administration must ensure there are
playgrounds, sports facilities, gyms, sta-

diums and swimming pools within easy
access to citizens. It could require sports
to be included as part of school curric-
ula, with kids getting enough time and
opportunities to engage in sporting
activities. However, the public health
argument does not require the govern-
ment to finance sportspeople to com-
pete in the Olympics, world cups or
other international championships.

The social psychology argument con-
tends that competitive sports is essen-
tially a substitute for warfare and offers
away to create higher-level unity ina
diverse, fractious and polarized society.
External competition provides a super-
ordinate incentive for internal unity.
One of the few occasions when Indians
in India identify as Indians is when we
cheer for our national sports teams.
Ergo, the government must invest in
winning international championships
to strengthen the sense of nationhood
and unity. Playgrounds and facilities for
common citizens are nice to have, and
important to the extent that they con-
tribute towards the quest for gold med-
alsand championship trophies.

There are two variants to the social
psychology argument. The first is that
the Olympic medals tally demonstrates
national achievement and power to the
world, although countries like North
Korea and those in the former commu-
nist bloc take this too far. The second is
that seeking medals despite low per
capita income is a statement of national
aspiration, much like how Nehru sup-
ported nuclear, space and aerospace
research in the 1950s despite India
being desperately poor. We remind
ourselves and the world of where we
think we belong, regardless of where we
areright now.

Beyond public health and national
glory, thereis the utilitarian argument.
Sports can be a source of economic
activity, growth and development.
Around the world, many cities have
invested in massive sports facilities and
Formula One circuits to attract visitors
who spend on hotels, shopping and
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tourist attractions. Odisha’s invest-
ments in sports facilities have the
potential of becoming a growth vector
to the state. The success of premier
league cricket, football and kabaddi
point to the economic potential of
sports. Utilitarians argue that the gov-
ernment must invest in infrastructure,
facilities and training for the sports
economy to flourish.

Here’s the thing, though: While we
have three different reasons for public
expenditure on sports, each suggests a
different goal with a different strategy.
Public health calls for the government
to promote a sporting lifestyle by pro-
viding infrastructure. National glory
recommends hot-housing world cham-
pions by directing resources towards
our best bets. Economic benefits will
come if we attract celebrity sportspeo-
ple and franchises. India must therefore
choose why it must invest taxpayer
money in sports. Else, we will spread
our efforts and budgets too thin to make
aserious impact towards any one goal.

In practice, government expenditure
tends to be driven by bureaucratic
incrementalism, both in goals and bud-
getary allocations. The answer to why
public money is spent on sportsis
“because we did so last year.” The Union
sports ministry’s budget this year is
practically the same as the previous
year’s. Our public expenditure on sports
in general, and on Olympics in particu-
lar, is much smaller than that of coun-
tries that top the medals tally. This
strengthens the case for clarity of pur-
pose. Unless there is a substantive pol-
icy review that clarifies basic public
goals, we will do more of the same.

Finally, a note of caution to those
who argue for boosting the medals tally.
There is a correlation between Olympic
medals and per capitaincome. Itisrea-
sonable to impute causality: As we get
richer, we will have more resources for
competitive sports. No harm then in
focusing on good old economic growth.
The medals will come, as will better
public health and national glory.

JUST A TROTQAT

It’s income tax time again:
time to gather up those
receipts, get out those
tax forms, sharpenup
that pencil, and stab
yourself in the aorta.

DAVE BARRY

Why theres a clash over classifying an athlete as female

MANU JOSEPH

fe.

is a journalist, novelist, and the
creator of the Netflix series,
‘Decoupled’

hoisafemale athlete? The attempt

atananswer has created confusion

and rage in top sporting competi-
tions. As we saw at the Olympics few weeks
agowhen Algerian boxer Imane Khelif was at
the centre of a storm after an Italian boxer
quitin less than aminute of about, and later
gave fear of death as the reason because Khe-
lif's blows were too strong. Khelif’s gender
came under question, once again.

The people who run global sports and
those who frame mainstream decency have
since defended Khelif vehemently. As far as
the Olympics are concerned, Khelif is a
woman because she says she is one and her
passport says so. On her part, she has never
revealed details that can put the matter to
rest. For instance, if she has XX chromo-
somes, there can be no further argument.

Almost all humans have 46 chromosomes
in every cell and they exist as 23 pairs. The
23rd pairis of sex chromosomes. Depending
onyour age, youmay or may not have learnt
in school thatawoman is considered a per-

son whose 23rd pairing of sex chromosomes
are XX and a man is one whose are XY. But
thisis not the scientific opinion anymore.

For clarity, I will refer to humans who have
XX pairing as ‘XX’ and those with XY pairing
as ‘XY.” This is how things stand today: All
men are XY but not all XY are men; and all
XX are women but not all women are XX.

This means there are XY women. They
have many attributes of most women, even
reproductive structures. Also, they consider
themselves women. But their condition may
give them high testosterone levels that are in
the range observed in men. Testosterone
greatly contributes to muscle size and
strength, and create other features that help
insports. How much the hormone contrib-
utes to sporting prowess and in which sport
is a matter of debate, but there is no doubt
that its high level is useful.

So there has for long been a debate around
whether women who have XY chromo-
somes should be allowed to compete against
‘normal’ women. There are powerful argu-
ments on both sides.

A sporting contest is primarily ameasure
of physical inequalities. When seen that way,
all great sporting geniuses are physical
freaks. Why shouldn’t the Y chromosome in
awoman and her high testosterone be con-

sidered ingredients of genius? Sports are
also a measure of economic disparity. The
boxer who surrendered to Khelif was from
Italy, which ismany timesricher than Alge-
ria, where Khelif was raised by a family of
modest means. Who is to tell which is a
greater unfair advantage—the backing of an
advanced European nation
oraY-chromosome?

The Olympicsare also a tant to define women, and
moral festival. The Inter- why the world should stop
national Ol'ympic Commit- decency' t he pretendi.ng that th‘ere isno
tee (I0C) gives prepgder}ce mainstream such thl,n gasa no.rmal
to freedom of participation woman.” In pursuit of
md the Faming of b tendstogo  docency thomansiream
]tohat ((iioes n(})lt discriminate overboa rd i n denyirtlg normaliyy, ?Fdi?g

ased on who you are. up putting a majority at a

In any case, the IOC has the gender disadvantage. Thisis hap-
tried hard to be fair to XX . . pening with XY women.
women, those who are criteria used Ten years ago, anecdotally,

widely considered ‘normal
women.” For instance, it
requires XY women to have low testosterone
levels or to medicate themselves to bring
down those levels. But women with XX chro-
mosomes do not have a cap on testosterone
levels. However, I don’t think the world
knows of a single XX woman who has male-
range testosterone levels.

In pursuit of

Also, in aquatics, apart from requiring XY
women to have low testosterone, transgen-
derswho went through puberty as males are
not allowed to compete. So, it is not as
though the IOC has not tried hard to be fair
to XX women.

There are equally powerful arguments
against the decency ofthe
Olympics, why itisimpor-

the biggest champions of

transgenders, XY women,

orwomen with differencesin sex develop-

ment, or simply women who didn’t look like

women, were ‘normal’ XX women. But now
I'see a shift.

When a minority grows stronger, easy

compassion for them dries up. There can be

no moral argument in favour of the view

that XY women should not be considered
women. Only practical.

For instance, consider the nature of
influence. Why are there separate tourna-
ments and grading systems for women in
chess? Isn’t that an insult in amental sport?
Butifyou have adaughter, you will under-
stand why it makes a lot of sense. The
sport’s organizers are trying to create
female chess icons and encourage more
girlsto play. We are inspired by people who
look like us, orwho are us. Girls are inspired
women.

In physical sports, there is already a feel-
ing among gifted XX girls, in their forma-
tive years of athleticism, that they don’t
stand a chance against women whose chro-
mosomes differ. In many physical sports,
XY women are set to change how future
female sporting icons are going to look.
This can create a scarcity of ‘normal
women’ in some sports. People can say
decent things, and maybe they should, but
people do feel alot of things that may not be
decent yet are human nature. And I do
believe that XX girls are more inspired by
XX women than XY.

Onmany turfs of women, what creepsin
and colonizes are not the ploys of patri-
archs, but a certain soft maleness.
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Our geopolitical balancing beam
has suddenly become bumpier

As events in Bangladesh complicate India’s strategic regional interests, New Delhi requires a new South Asia master-plan

RAJRISHI SINGHAL

is a senior journalist and author of the recently
released book 'Slip, Stitch and Stumble: The
Untold Story of India’s Financial Sector Reforms'
@rajrishisinghal

he balancing beam in India’s geopoliti-
cal gymnasium has got narrower and
harder to handle. The resignation of
Bangladesh’s leader Sheikh Hasina
and her subsequent flight to India
from Dhaka, capping a month of
unrest and street violence, has injected fresh insta-
bility in the South Asian neighbourhood. Security
issues have arisen from the governance vacuum
in Bangladesh, including apprehensions of
increasing encirclement, adding to India’s existing
geopolitical headaches. This is expected to have
repercussions on India’s domestic economy
aswell.

Thisis the latest addition to a series of tough
geopolitical challenges for India which began with
Russia’s invasion of Ukraine and got muddier with
the Israel-Palestine conflict. Both wars, unneces-
sary and unending, have adversely affected India’s
economy by disrupting established global trade
and supply routes, and introducing imported infla-
tion through elevated commodity prices. India has
chosen a strategic neutral position, criticizing war
but steering clear of condemning Russia. India’s
dependence on Russia for military hardware—and
the availability of Russian crude at discount rates—
hasnecessitated this ‘balanced’ response. New
Delhi’s dependence on Tel Aviv for critical aviation
technology and crucial intelligence inputs has
resulted in the noticeable absence of an official
response to Israel’s wanton violence in Gaza.

But this balanced outlook has limited shelf
appeal. Threats in the immediate neighbourhood
are likely to demand a completely different
response from India’s foreign policy desk and
security apparatus. Dominos have been falling
one after another, with Bangladesh merely the
latest casualty.

The chronology of developments in Bangla-
desh makes for interesting reading. On 13 July,
Sheikh Hasina returned from Beijing, cutting
short her trip by a day, ostensibly miffed over
China’s extension of $100 million in aid against
the $5 billion expected. She also reportedly may
have felt slighted by the treatment meted out to
her. To make matters worse, she had completed
two trips to New Delhi before flying to Beijing.
Before travelling to China, Hasina had encour-
aged a bidding war between India and China for
the expansion and modernization of Bangladesh’s
Mongla port on Rupsariver and for its operating
rights. Once she got back to Dhaka, media reports
claimed India had bagged Mongla port’s opera-
tional rights. This followed the 2018 decision to
allow India access to both Chittagong and Mongla
ports for transporting goods to the Northeast.

An India Today story on her balancing act
between India and China had quoted professor
Asif Nazrul of Dhaka University as saying, “There

will be a point in time when India-Bangladesh and
China-Bangladesh relations will come to a head.”
The port deal seems to have become that point,
with trouble that had been simmering in the back-
ground suddenly acquiring critical mass.

On1July, students in Bangladesh had gone on
protest asking for reforms of the country’s job
quota system. So far, so peaceful. On 14 July, a day
after Sheikh Hasina returned from Beijing, the
protests suddenly changed complexion: they
became generalized, acquired a violent streak, and
spilled on to the streets. On 16 July, police firing
killed six students, further inflaming protests.
India’s Mongla port deal was struck somewhere
around 18 July. By 20 July, as protests and violence
claimed over 260 lives, military curfew was
imposed. Finally, on 5 August, Sheikh Hasina was
forced to resign and flee the country as the military
confessed its inability to resist waves of marauding
mobs, speculated to be controlled by the Jamaat-e
Islami, which is known to be close to Pakistan’s
Inter-Services Intelligence (ISI), and, by extension,
subject to Beijing’s imprimatur.

Apart from losing an ally in the neighbourhood,
India faces other challenges: Bangladesh’s new
regime is bound to re-examine all past deals. So,
not only does the Mongla deal now appear in jeop-
ardy, even as India’s access to the Northeast
through Mongla and Chittagong stands disrupted,
itis also quite likely that the new regime will favour
other powers by granting them access to critical
Bay of Bengal springboards.

Developments in Bangladesh could be viewed as

partofabroader trend in the South Asian jigsaw
puzzle. Pakistan, facing near bankruptcy and ear-
deep in domestic instability, finally has a govern-
ment in place. With elected leader Imran Khan in
jail, the Pakistani army—and its cat’s paw, the ISI—
has also managed to regain control over the coun-
try’s political system. It is well known that debt-
servicing problems have Pakistan over a barrel,
forcing Prime Minister Shehbaz Sharifto hotfoot it
to Beijing and make all kinds of security promises
to XiJinping in return for Chinese largesse, both in
terms of restructuring old debt as well as appealing
for fresh funds.

Down south, Sri Lanka’s 2022 economic crisis
hasleft it partially vulnerable, though baleful Chi-
nese influence through crippling infrastructure
debt seems to have receded momentarily. Further
south in the Indian Ocean, the 2023 elections in
the Maldives threw up President Mohammed
Muizzu, who has perceptibly increased the dis-
tance between Malé and New Delhi. Whether the
archipelago will truly get warmer towards China is
yet to be seen.

On Indian’s north-eastern borders, the ever-re-
volving political carousel in Nepal has settled on
K.P. Sharma Oli as the prime minister for a fourth
time. Oli is seen as more favourable to Beijing than
to New Delhi. Even Bhutan is now seeking to thaw
ties with China, ostensibly to reduce security
threats and settle pending border disputes.

Clearly, India’s new gymnastics routine will
now have to include a new set of somersaults and
cartwheels.
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Like Biden, Boeing’s new CEO
should only be a bridge leader

The plane-maker ought to work on a succession plan right away

BETH KOWITT
is a Bloomberg Opinion columnist covering
corporate America.

oeing Company has gotten alot very
wrong over the last few years, at
times with devastating consequen-
ces. But when itsboard announced its new
pickfor CEO, the market seemed to think
it had finally gotten something right.
Investors sent the stock up 2% on the news
that Kelly Ortberg would be its next chief.

Ortberg seems to check all the boxes: a
company outsider untainted by past Boe-
ing scandals, industry experience, a back-
ground in mechanical engineering, and,
perhaps most important to the board and
Wall Street, he’sbeen a CEO before. He ran
Rockwell Collins, amaker of cockpit con-
trols, beginning in 2013 and sold it to what
was then United Technologies in 2018.

The Boeing board’s logic is that Ort-
berg’s past CEO experience means he can
jump into the job without the learning
curve that first-time big bosses often expe-
rience. That’s especially important right
now for Boeing, which faces challenges
that would be daunting for even the most
seasoned executive: cratering sales and
profits,amuch-needed cultural overhaul,
upcoming union negotiations, completing
and integrating its acquisition of Spirit
AeroSystems, and managing an incensed
public and Washington.

Thiskind of turmoil is unique to Boeing,
but the chaos of the global economy right
now is not. The CEO job has never been
more complicated, as companies grapple
with everything from geopolitical tensions
toanuncertain economic environment to
the war on ‘woke capitalism.” Hiring some-
one with a realistic grasp of what the job
entails seems like it would be areal advan-
tage, and boards are embracing that line of
thinking. Last year, 22% of incoming S&P
500 CEOs had previously held the job at
another public company, up from just 4%
in1997, according to executive search firm
Spencer Stuart. Asit hasnoted, “For some,
prior experience becomes a seemingly log-
ical proxy for future performance.”

But the data indicates that’s just not true.
Ina 2020 study of 855 S&P 500 CEOs over
a 20-year period, Spencer Stuart found
that while 97% of repeat CEOs had outper-
formed the market in their first CEO gig,
only 38% did so in their nextroles. In fact,
first-time CEOs have higher total share-
holder returns and less volatility in per-
formance than experienced CEOs. We
need only look to Boeing for evidence that
prior CEO experience isn't the safe bet that
boards hope it will be; two of its last three
previous chiefs, David Calhoun and Jim
McNerney, were both repeaters—and we
all saw how that worked out.

Boeing's incoming CEO Kelly Ortberg is
expected to end its turbulence. AFP

Spencer Stuart found that repeat CEOs
have an advantage in the early years of their
tenure when they can rely on their old
playbook, one that often focuses on short-
term goals like improving efficiency and
profitability. But around year four, that
playbook tends to stop working, and prob-
lems compound when an executive refuses
to deviate from it. Meanwhile, first-timers
generally have alonger-term focus, in part
because they tend to have alonger tenure
inthejob.

Boeing has specific needsright now, and
Ortberg may in fact be the right CEO at this
point in the game. At Rockwell, he was
known for being a regular presence on the
factory floor and for having strong rela-
tionships with customers and regulators—
a boon for Boeing as it rebuilds an engi-
neering-first culture and its reputation.

But that doesn’t mean Ortberg is the per-
fect person to lead for the long term—a
point the company seems to have recog-
nized. The board waived its mandatory
retirement age to hire the 64-yearold, and
unlessit waivesit again, Ortberg will depart
before his 71st birthday in April 2031. That
would give him a 6.5-year tenure, below
the average for an S&P 500 CEO. Just as
President Joe Biden oncereferred to him-
selfasa “bridge” to the next generation of
leaders, the company should be thinking of
Ortbergasabridge CEO, and start its suc-
cession planning now.

At one time, Stephanie Pope, the com-
pany’s chief operating officer and head of
its commercial aeroplanes unit, was con-
sidered a top CEO contender. Her back-
ground as both a Boeing insider and
finance person made her the wrong person
for the moment. But the board’s decision to
pass her overis also representative of what
happens when companies look to hire a
repeater. The vast majority of CEOs are
male and Caucasian—which means the
pool of candidates looks more or less the
same. As Spencer Stuart writes, “Reliance
on prior experience as an indicator of
future success thus perpetuates the status
quo and represents yet another barrier to
underrepresented groups.”

Now Boeing’s board has the chance to
use these next six-plus years under Ortberg
to prepare to make a different—and hope-
fully more out-of-the-box—choice the next
time around. ©BLOOMBERG

India’s small current account deficit has a flip side o it

DHIRAJ NIM

is an economist at ANZ
Research.

ndia’s sharply narrowed current account

deficit is undoubtedly a marker of

improved external stability, but it also
reflectsarising investment gap in the econ-
omy, largely due to under-investment by
businesses amid a service-sector boom and
external competition. There is no easy fix.

A decade ago, India was one of the ‘fragile
five’ economies, with excessive reliance on
foreign capital to sustain growth. Its high
vulnerability to foreign capital flight and
sudden stops had caused excessive foreign
exchange volatility as the current account
deficit hit nearly 5% of gross domestic prod-
uct (GDP) in 2012-13. Much water has flowed
under the bridge since then.

The current account deficit has narrowed
to around 1% of GDP in recent years, and
occasionally even lower. Notably, India
posted a rare $5.7 billion current account
surplusin the first quarter of 2024, the larg-
est since early 2004 in a non-crisis year.
While this is good on an external-stability
gauge, such low deficit levels have a flip side.

From a national accounting perspective,
the current account deficit-to-GDPratio is
the difference between domestic saving and
investment rates. It is the amount of foreign
capital needed to meet the economy’s
investment demand. Therefore, a current
account deficit adds to the net external lia-
bilities of the economy.

Ahealthy and sustainable amount of debt
is good for growth. Therefore, a current
account deficit is neither a curse norabless-
ing—only its adequacy as a ratio of GDP is
important. And as is the case with any kind
of recurrent debit, its sustainability is key.

The standard public debt sustainability
framework, when applied to the current
account deficit, yields a sustainable level of
2-2.5% of GDP. Even if India’s current
account deficit were 2% of GDP, its external
stability will not be hurt and net external lia-
bilities would remain stable as a share of GDP.

With the deficit almost 1 percentage point
below the sustainable level, there is an
opportunity forgone in terms of a potentially
higher investment rate. But who exactly is
forgoing this opportunity?

The trends among three key economic
agents—the general government, house-
holds and firms—show firms are to blame.
The general government isanet borrower,

but its negative savings-investment (SI) gap
is now improving from pandemic lows,
thanksto fiscal-deficit consolidation along-
side a massive capital expenditure pro-
gramme. While its SI gap is still below the
pre-pandemic level, further improvement is
likely. In other words, the government is
rightly creating space for

Over the last decade, India has added
close to $1.7 trillion to itsnominal GDP, 52%
of which came from the services sector,
compared to 11% from manufacturing. Ser-
vices are far less capital intensive, as they do
notrequire heavy machinery and large fac-
tories. Thus, the capital intensity of Indian

growth has fallen in tan-

other sectors to increase v = dem.
their investments. It sa SIgn Of Even cyclically, the
Householdsare net sav- HH post-pandemic demand
ers in India, and their SI Stab“lty on the for services, both domestic
gap isnowreducing, given and external, has been
their focus on building EXternaI front much stronger than for
assets such as housing  bhut also reflects manufacturing. Therehas
amid limited income been a significant growth
growth and rising debt. insufficient dividend from the rise of
Companies used to be . . e-commerce, tourism, fin-
net borrowers, but have investmentin tech and global capability
gradually turned into net . centres in recent years.
savers over the last dec-  INCia’s €Cconomy  Aboomingservicessec-

ade. Their SI gap used to

be around -2% of GDP, but

has gradually risen into positive territory.
It may not just be a pandemic-related

aberration that companiesin India are not

undertaking enough capital expenditure.

There are structural and cyclical reasons to

consider, such asthe strongrise of the servi-

ces sector.

tor also leads to a concen-

tration of the economic
surplus. The backward linkages of this sec-
tor happen to be relatively weak. For each
additional dollar worth of output by it, only
30 centsreflects the inputs it absorbs from
other sectorsin the economy. For the man-
ufacturing sector, in contrast, this propor-
tion is much higher at 73 cents.

Two other intertwined issues behind
lacklustre business capital expenditure are
the post-pandemic weakness in low-end
manufacturing and excess foreign capacity,
which has resulted in stiff competition.

Industrial production data shows sectors
(mostly low-tech) that account for 15% of
manufacturing output have still not
reclaimed their pre-pandemic output. In
some of these, such asleather and apparel,
production isstilldown by more a fifth from
their pre-pandemic levels.

Excess capacity, such as in China, could
also be restraining manufacturing-sector
capex. India’s trade deficit with China has
widened to around $100 billion, with $40
billion added over the last three years. This
coincides with the yuan depreciating on a
real effective basis due to relatively low
inflation in China and a weakening
exchangerate. Chinese goods have become
cheaper, especially in low-tech categories.

Tosum up, acomplex demand problem
underlies India’s weak business capital
expenditure, which has kept the current
account deficit much below the sustainable
level. There is no single solution, but the
need for a higher investment rate isunde-
batable. India’s capital stock per capita is
lower than that of its peer economies.
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The 'liking gap'—being
unsure of the
impression we've
made on a person—
often keeps us from
connecting with them

David Robson
The . Laws
of
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10N

|
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The Scientific Secrets

Of Building A Strong
Social Network

By David Robson,
Canongate, 307 pages, 3899.

David Robson

d like to introduce you to a
recently discovered phe-
nomenon known as the “lik-

ing gap”, which leads us to

ignore the potential for con-
nection—even whenitisstaringusin the
face. ... A few years ago, the psychologist
Erica Boothby happened to be engaged in
aconversation with anew acquaintance,
while her partner—another psychologist,
Gus Cooney—stood close by. After the
conversation, Boothby was worried that
she’d made abad impression. To Cooney’s
ear, however, the exchange had been
warm and friendly. What could possibly
have gone wrong?

Asthe two psychologists chatted about
the event, they began to wonder whether
thisisacommon human experience—that
after ameeting, we consistently underes-
timate how much the other person
enjoyed our company. Welose faith in the
shared reality created in the first meeting,
and our doubts weaken the bond that had
formed. Boothby and Cooney named the
phenomenon the “liking gap”—and set
about investigating its prevalence.

In the first study, participants were
placed into pairsand given a five-minute
ice-breaking task, before answering ques-
tionnaires about how much they liked the
other person, how much they thought the

other person liked them, and whether
they would like to see each other again. As
the researchers had hypothesised, most
people were overly pessimistic about the
impression that they’d given, as they
started to question whether they’d really
established a mutual understanding. In
general, the other person liked themalot
more, and would have been much keener
to follow up with another meeting, than
they ever imagined.

The “liking gap” is the reason we may
enthusiastically exchange numbers or
emails with a new acquaintance—but then
never send a message or make a call.
Boothby and Cooney’s initial findings
have been replicated many times, with
one experiment showing that the liking
gap can linger through months of regular
contact with people.

Despite living together, university
roommates continued to feel insecure
about the ways their companions viewed
them for the best part of a year, for
instance. Later research has shown that
the “liking gap” is also prevalent among
colleaguesin the workplace, where it can
limit creative collaborations.

WhenI first read about the “liking gap”,
I couldn’t help but flinch while thinking
about all the times I might have ignored
overtures of friendship. Asa science writer
specialising in psychology and neurosci-
ence, however, | was deeply excited. Since
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the1970s, behavioural economistssuch as
Daniel Kahneman have been outlining the
many cognitive biases thatlead our finan-
cial decisions astray. Now we seemed to be
witnessing the birth of a whole subfield of
social psychology that could do exactly
the same for our relationships.

Iwasn’t wrong. Over the past few years,
social psychologists have written a torrent
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of papers outlining the many judgement
errors that prevent us from connecting
with other people and the ways to over-
come them. These new findings cover
everything from our fear of making new
acquaintances to the complexities of navi-
gating disagreement and conflict.

For example, we vastly overestimate
how awkward it will be to talk to someone

LIVEMINT.COM

we miss chances to network

we don’t know, but people are often more
than grateful to strike up a conversation
with a stranger—with huge benefits for
everyone’swell-being. And when we do
have the chance to connect, we shy away
from discussing deeper topics in favour
of superficial small talk, yet it is exactly
the more profound conversation that
would foster the creation of a shared real-
ity. Equally importantly, our compli-
ments and our apologies are often woe-
fully misjudged, so that we fail to say the
words that would help us to reinforce or
repair the mutual understanding that is
essential for a strong bond. And our fears
of seeming needy or incompetent pre-
vent us from asking for help, when a sim-
ple request for assistance can increase
our standing in others’ eyes. Indeed, ask-
ing for a favour is counterintuitively one
of the best ways to build a rapport with
someone, improving both your and their
well-being.

These are just a few of the ways our
intuitions prevent us from establishing
the mutual understanding that contrib-
utes to more meaningful relationships.

Excerpted with permission from The Laws
of Connection: The Scientific Secrets Of
Building A Strong Social Network, by
David Robson, published by Canongate.

Write to us at businessoflife@livemint.com
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Inside an all-
white ‘crazy
scientist lab’

Atomicc Code’s Gautam Seth on why
he likes to keep his workspace white

Pooja Singh

pooja.s@htlive.com

or Gautam Seth, spirituality is a big driving force. “Ifind
great strength in leaning on our culture and rituals to
inform my work and practice,” says Seth, a chemical engi-
neer by qualification, who co-founded Klove Studio, a Delhi-
based lighting design company known for its hand-blown
glassinstallations, with Prateek Jain in 2005. Earlier this year,
he established Atomicc Code, a spiritual wellness and lifestyle
brand that offers candles, fragrances and other home prod-
ucts, bringing together science and traditional practices.
Inaninterview with Lounge, Seth talks about his all-white
workspace and the importance of incense in his professional
and personal life. Edited excerpts:

Describe your current workspace to us.

My workspace is all white. I think the colour white provides
abeautiful shell for any creator to think without any interfer-
ence. White also represents freshness and a certain welcoming
feeling. In terms of work, the room has lots of stuff—design
samples, totems I picked up while travelling like a sea shell,
ittarthatIlike to splatter around, an incense stand, graphics.
Itlookslike a crazy scientist lab.

Howwould you define your daily relationship with this
space?

Very sacred. Thisisthe first space IgotoonceIget upin the
morning, and sit with my three dogs. We soakin the sun; 1 do
my stretching. There is a sense of calm and balance here.
One thing that’s always been at your workspace?

There’s always some sort of incense burning in my environ-
ment. Whether I am returning home from along day at work
or some intense meeting, the moment I smell that fresh aroma,
it just changes my mood. I love the smell of zavan ingredients
that we use in our Indian homes. We make our ingredients
ourselves and burn them every day with a bit of g/ee.
‘Whose work has inspired you?

Ilove the work of (architect) Vincent Van Duysen; his lan-
guage is so calm yet so effective. For art,  have been deeply
influenced by B. Prabha. I used to study her as a student. We
used to sketch and try to figure out her language.

How do you maintain work-life balance?

Ilearnt something very early from my partner Prateek. He
taught me that work is a part of life and not life. That was a
great learning because I've always been a workaholic and I
realised that at some point I am going to feel empty if Tdon’t
startlooking and working towards that balance now. So today
Ivery happily enjoy my life and keep work as a happy part of
itasmuch as possible.

Creative Corner is a series about creative individuals and their
relationships with their workspaces.
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Honda Motorcycle & Scooter India Pvt. Ltd., Registered Office: Plot No. 1, Sector - 03, IMT Manesar, Distt. Gurugram, (Haryana) - 122050, India; Website: www.honda2wheelersindia.com; Customer Care: customercare@honda.hmsi.in

Honda Exclusive Authorized Dealerships: DELHI: SOUTH DELHI: Malwa Honda (Lajpat Nagar) - 011-29840621/22, 9266802219; (Adchini) - 011-43073681, 8527996772/73; (Khanpur) - 011-40446391, 011-40446392, 9266802221; (Saheen Bagh Jamia) - 011-26950016/17,
9266802220; (Dakshinpuri) - 9266802215; (Sangam Vihar) - 9311227401, 9311227402; Pragnya Honda (Okhla) - 011-40581600, 9818856993; (Pul Pehladpur Badarpur) - 011-26366952, 9650028777; (Jaitpur) - 9818556993; Absolute Honda (Mahipalpur, NH-8) - 07947216270,
011-40470000, 9871600730, 9811625338, 9152462887; (RK Puram Sector 1) - 9871600734, 9871500735, 9069145268; Uday Honda (Adchini) - 9212355514, 9212355515; (Aya Nagar) - 9266135550; WEST DELHI: Excel Honda (Raja Garden) - 9811096676, 01145528400 / 8500; (West
Patel Nagar) - 9667530598; Shuban Sai Honda (Najafgarh) - 011-69651212, 9212385581/82; (Vikaspuri) - 8447527677, 8506999938/39, 8130988396; (Kakrola Mod) - 9212385537, 9212389007, 8506999936/37; (Vikas Nagar) - 9818826775; Dhingra Honda - (Peeragarhi) -
011-41400000, 9871200045, 9717455880; (Uttam Nagar) - 9717455884/85, 9717394588; (Nangloi) - 9871400045, 9717455883; (Kirari) - 9870200152; Excel Honda (Moti Nagar) - 011-47025801/02, 9999903295; (Mayapuri) - 011-49093930, 9811025879; (Raja Garden) - 011-
45528400/500, 9811096676; (West Patel Nagar) - 9667530598; V.D. Honda (Mahavir Enclave) - 9650415522, 7042294777, 7042294776, 9212670292, 7291998261; (Dabri) - 9212670291; (Bijwasan) - 9599442118, 7290068240; (Rajapuri) 9212670215, 9910364903, 7290068239;
(Kapashera) 7290068238, 9910014183; CENTRAL DELHI: J.B. Honda (Jhande Walan) - 01143724442, 955500730; (Shastri Nagar) - 8882719494, 9999786767; (Naraina) - 9310059001; (Tri Nagar) - 9355719494; EAST DELHI: Rajindra Honda (Shahdara) - 9310457400, 9310008240;
(Dilshad Garden) - 011-22131205/06, 9818372386; (Bhajanpura) - 7042024650; (lll Pusta) - 9560734814; Johripur (Shiv Vihar Metro Station) - 7840080191; Swarup Honda (Vikas Marg) - 011-41015710/11/12, 9810806600, 9810268204; (Mayur Vihar Ph-Ill) - 9717099729; (Pandav Nagar)
- 9717099723; Celebrate Honda (Jagatpuri) - 011-45644444, 9821398522; (Jheel) - 9821398526, 8448131114; (Khichripur) - 9871481114; NORTH DELHI: Globus Honda (Azadpur) - 011-45561871, 8826993152, 8826993150; (Rani Bagh) - 8130093649, 8826993157; (Pitampura) -
8130093651, 8826993162; (Zakira) - 8130093650; (Burari) - 8130093648, 8826993156; (Jahangirpuri) - 8130093655; Rohini Honda (Sector 3) - 8882201000; (Rithala) - 8527479000; (Budh Vihar) - 8527724000; Santoshi Honda (Narela) - 8467085731/2/7, 8882493100/2; BALLABGARH:
Kabir Honda - 9312655454; GAUNCHI BALLABGARH: Kabir Honda - 9599396896; FARIDABAD: Pick Up Honda - 9873875500; Regent Honda - 0129-4006142, 9899913146; Faridabad Honda - 9953547023, 8130515558; GREATER FARIDABAD: Pick up Honda - 9873820000;
GURUGRAM: Big Swing Honda - 9212168811, 9355990083, 9773548811; Ganpati Honda - 0124-4630500, 9910894235; Yume Honda - 0124-4577444, 9818250011, 9560380444; Malwa Gurugram Honda - 8595521151, 9311980996; KHANDSA ROAD GURUGRAM: Malwa Gurugram
Honda - 9289223507, 9289223502; BADSHAHPUR GURUGRAM: 9773548811; PALAM VIHAR GURUGRAM: Ganpati Honda - 9910894234; GURUGRAM RAILWAY ROAD: Ganpati Honda - 0124-4423500, 9910894233; Yume Honda - 0124-4566999, 9650186777; SEC- 52 GURUGRAM:
Yume Honda - 8130364222, 9266668820; MANESAR: Ganpati Honda - 9910894239; PATAUDI: Yume Honda - 8222840011; GAUTAM BUDDHA NAGAR: Parkash Honda - 0120-4796600, 9999806883; Pioneer One Honda - 4313333, 8130788666; Pioneer One Honda (Sec-58) -
8130968666; Pioneer One Honda (Noida City Center) - 0120-2480666, 8178506905; Parkash Honda (Bhangel) - 9971713314; P.S. Honda (Dadri) - 9811669969; Bhagat Honda (Jewar) - 9711716890; National Honda (Chapraula) - 9899828711; The Rainbow Honda (Shyam Nagar Mandi) -
8178274694; GHAZIABAD: JKM Leela Honda - 9999767614, 9311322400; Hindon Honda - 9910110017, 9910030484; Sangam Honda (Sahibabad) - 9311051166, 9911591166; Om Honda (Loni) - 9312254126; Hindon Honda (Modinagar) - 08449790925; Chauhan Honda (Muradnagar)
- 9897088340; Sangam Honda (Khoda Colony) - 9540651166; GREATER NOIDA: Parkash Honda - 9971992604; Shanti Honda (Kulesra) - 8510000845; Khanna Honda (Surajpur) - 9810203519, 9717207234; HODAL: Mukund Honda - 8814003484; PALWAL: Parashar Honda - 7056573100,
7056574100; SOHNA: Sohna Honda - 9812872333, 9813156539; BULANDSHAHR: Shri Masha Honda - 281455, 09568519999; Shri Masha Honda (Sikandrabad) - 8477004028; Sri Ganga Honda (Anoopshahr) - 9719524751; KLA Honda (Khurja) - 9837098515, 9720088882; Agarwal
Honda (Dibai) - 9412563721; Veer Honda (Shikarpur) - 7536810266; Shri Bhagirathi Honda (Jahagirabad) - 9927544326; Al Uzair Honda (Gulaothi) - 9997729105; BAHADURGARH: Shri Balaji Honda - 9896297567, 7404533495; JHAJJAR: Shree Shyam Honda - 9466511837, 8607200651;
ROHTAK: Lohchab Honda - 8684888803, 8684888804; Shri Krishna Honda - 8930303243, 9896655630; KALANAUR: Kamakshi Honda - 9034655187; SAMPLA: Rama Honda - 8684840808, 8684840505; GOHANA: Shirin Honda - 8222999406, 8222999408; SONEPAT: Triumph Honda
- 0130-2237002, 9254015907; CHOTU RAM CHOWK(SONEPAT): Triumph Honda - 9254015901; GANNAUR: Triumph Honda - 9254015908; KHARKHODA: Ashirwad Honda - 9017190979; KUNDLI: Triumph Honda - 9254015904; BAHALGARH: Triumph Honda - 9034015921;
CHANDIGARH: Krishna Honda - 0172-5000000, 0172-5041052, 9855146632, 9888601876; Platinum Honda - 9855155999, 9216757444, 9216792163; PANCHKULA: Joshi Honda - 0172-5057300, 9915495288, 8288007858; BARWALA: Aviate Honda - 8199994719; DERABASSI:
Satkar Honda - 8566024511, 8566024513; MANIMAZRA: Krishna Honda - 0172-5005758, 8427190632, 9646744346; PINJORE: Sukhija Honda - 8950222250; ZIRAKPUR: Platinum Honda - 8725050051, 8725050052, 8725050060; MOHALI: Batra Honda - 7087215231, 7087215237
Platinum Honda - 7374071740, 7719619990: MULLANPUR: Platinum Honda - 8725085001; KHARAR: Batra Honda - 9056709831; KURALI: Batra Honda - 9056709833; BULLOWAL: Bedi Honda - 8283000673; AMBALA CANTT: Auto World Honda - 0171-2641189, 9996311223;
AMBALA CITY: S.D. Honda - 9992244787, 9992827777; Samrithi Honda - 9053005600, 9053005610; MAHESH NAGAR: Auto World Honda - 9416680450, 7374002045; NARAINGARH: SD Honda - 8708886452; SAHA: Milan Honda - 08222000203.
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