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RBI’s accommodative
Muthoot Fin, Manappuram turn weak on
fears of high default riks due to RBI new rule stance lifts benchmarks

QUICKLY

PRESS TRUST OF INDIA
Mumbai, August 6

90% loan-value ratio
against gold may
increase competition
too with banks: Analysts
OUR BUREAU

Bourses told to monitor advisers
Mumbai, August 6

SEBI has now asked BSE and the to supervise
investment advisors (IA). The regulator said
the exchanges should form a wholly owned
subsidiary to administer and supervise IAs.
Stock exchanges with minimum net worth
of ₹200 crore, having nationwide
terminals, investor grievance redressal
mechanism will supervise IAs. Most wealth
managers are registered as IAs. SEBI
registered IAs are advisors who generally
charge fees directly instead of indirect fees
for selling anyone's ﬁnancial market
products. Supervision of IAs should include
both onsite and offsite. OUR BUREAU

Chennai, August 6

Share prices of Muthoot Finance
and Manappuram Finance, which
gained immediately after the Re
serve Bank of India (RBI) announced
arelaxation in loantovalue (LTV) ra
tio for gold loans, turned weak at
close on fears of defaults .
“With a view to further mitigate
the economic impact of the Covid19
pandemic on households, entre
preneurs and small businesses, it
has been decided to increase the
permissible loantovalue ratio (LTV)
for loans against pledge of gold or
naments and jewellery for nonagri

cultural purposes from 75 per cent
to 90 per cent,” the RBI said in its cir
cular sent to all commercial banks.
Almost immediately, share prices
of Muthoot Finance gained 5.4 per
cent to ₹1,324.80 and Manappuram
Finance 6.1 per cent at ₹169 on the
BSE. After the initial euphoria, the
stocks, however, crashed as in
vestors feared the move will also in
crease the risk of default as the gold
is currently ruling at an alltime
high levels.
The stock of Muthoot, which
slumped to a low of ₹1,176, closed

Nippon’s Emergent India Fund shut

Adani Electricity sells YES Bank shares
New Delhi, August 6

Adani Electricity Mumbai Ltd on Thursday
offloaded shares worth nearly ₹202 crore in
YES Bank through open market transaction. A
total of 15 crore shares representing 1.19 per
cent stake of the private lender were sold by
Adani Electricity at an average price of ₹13.45
apiece, bulk deal data on NSE showed.As per
the average price, the estimated deal value is
₹201.75 crore. On NSE, YES Bank ended 4.67 per
cent higher at ₹13.45 on Thursday. PTI

TODAY'S PICK
REC (₹106.7): Buy
YOGANAND D
BL Research Bureau

The stock of REC gained 5 per cent
with above average volumes on
Thursday, rebounding from a key
support level of ₹100. Investors
with a shortterm view can buy the
stock. In late March, the stock recor
ded a 52week low at ₹79 and halted
the sharp fall. Subsequently, the
stock reversed direction triggered
by positive divergence on the daily
indicator and has been in a me
dium term uptrend.
Following a shortterm correct
ive decline the stock took support
at around ₹100 in late July and
again in early August. The stock's re
cent gain has conclusively
breached the 21 as well as 50day
moving averages and the short

Thursday, while on MCX gold fu
tures have been trading at ₹55,500
mark, a lifetime high for the metal.
“A rather surprising and perhaps
unwarranted move in the otherwise
wellbalanced monetary policy is
the decision to raise the loanto
value ratio for gold loans from 75 per
cent to 90 per cent, said V K Vijayaku
mar, Chief Investment Strategist at
Geojit Financial Services.
“The LTV ratio of 90 per cent is ex
cessive in these times of elevated
gold prices. A sharp correction in
gold price cannot be ruled out since
prices have run up too much too
fast. In 2013, when gold prices
crashed 25 per cent from the 2011
peaks, many gold loans faced ‘ra
tional default’ and gold loan com
panies faced a major crisis. Unless
gold loan providers are discrete in
their lending, history might re
peat,” he added.

The Sensex surged 362 points while
the Nifty reclaimed the 11,200mark
on Thursday after the RBI left in
terest rates unchanged but main
tained an accommodative stance to
shore up growth. The central bank
also allowed banks to restructure
some corporate and individual
loans, even as it cautioned that pro
tracted spread of Covid19 poses a
‘downside risk’ for the economy.
After rallying 558 points during
the day, the BSE Sensex ended 362.12
points or 0.96 per cent higher at
38,025.45. The NSE Nifty jumped
98.50 points or 0.89 per cent to ﬁn
ish at 11,200.15.
Rate sensitives gain
Tata Steel was the top gainer in the
Sensex pack, rising 3.82 per cent, fol
lowed by Infosys, Bajaj Finance, HCL
Tech, TCS and ICICI Bank. However,
M&M, Bharti Airtel and L&T were

Prabhat Dairy: ₹1,700cr deal under SEBI lens

Mumbai, Aug 6

Nippon India Mutual Fund (formerly Reliance
MF) has decided to wind up Nippon India
Emergent India Fund with effect from July 29
without citing any reasons. The fund house
have ceased to carry on any business activity,
operations including issuance, creation and
redemption of any units in the scheme. “ We
continue to provide market access to our
domestic & international investors through
various avenues.” says Nippon Life India Asset
Management spokesperson. OUR BUREAU

the day at ₹1,189.75, down 5.4 per
cent from its previous close. Manap
puram Finance recovered from the
day's low of ₹153.20 to close at
₹154.80, down 2.8 per cent from its
close a day ago. Sujan Hajra, Chief
Economist and Executive Director,
Anand Rathi Shares & Stock Brokers,
said the share prices fell for two reas
ons. One, the RBI said that the LTV
rule is applicable to banks and it did
not explicitly referred goldlending
NBFCs. So, if the banks oﬀer loans at
90 per cent and NBFCs at current
level, clients may prefer banks
rather than NBFCs, which may res
ult in the loss of business for these
ﬁrms.
However, if these NBFCs too fol
low the 90 per cent rule, they are
fraught with default risk, he said.
Gold prices in the international
markets have touched the alltime
high of $2,050 per ounce on

among the losers, falling up to 0.75
per cent.
Sectorally, ratesensitive banking,
realty and auto indices settled up to
1.15 per cent higher.
Earlier in the day, the Monetary
Policy Committee (MPC), headed by
RBI Governor Shaktikanta Das, left
the benchmark repurchase (repo)
rate unchanged at 4 per cent.
“We believe that if inﬂation re
mains under control, there will be
further policy easing from the cent
ral bank. With this event out of the
way, markets (are) expected to turn
focus back on earnings visibility
and quality,” said Vinod Nair, Head
of Research at Geojit Financial Ser
vices.
BSE IT, teck, FMCG, consumer dur
ables, metal and realty indices
jumped as much as 2.21 per cent,
while telecom, capital goods and
power ended in the red. Broader
BSE midcap and smallcap indices
climbed up to 0.99 per cent.

term down trendline decisively.
The daily relative strength index
is on the brink of entering the
bullish zone from the neutral re
gion and the weekly RSI is charting
higher in the neutral region. The
signiﬁcant longterm support at
₹100 had cushioned the stock well
in the recent times. It appears to
have resumed the medium term
uptrend. The daily price rate of
change indicator is likely to enter
the positive territory. The stock can
extend the upmove and reach the
price targets of ₹111 and ₹113.5 in the
ensuing trading sessions. Traders
can buy the stock with a stoploss at
₹104.
(Note: The recommendations are
based on technical analysis. There is
a risk of loss in trading.)

Forensic audit ordered as shareholders allege
company had hiked expenses ahead of delisting
PALAK SHAH
Mumbai, August 6

An expense of ₹438 crore by
Prabhat Dairy Ltd is one of the key
focus areas’ for the forensic audit
ors, who are looking into the books
of the company, sources familiar
with the matter told Business Line.
SEBI recently ordered a forensic
probe after investor complaints
piled up against the company pro
moters accusing them of ‘ﬁnancial
bungling.’ Grant Thornton has
been appointed for the audit.
Sells new biz to Lactalis
Prabhat Dairy had sold its fresh
milk business in April 2019 to

French ﬁrm Lactalis for ₹1,700
crore. In December 2019, it made a
proposal to the stock exchanges to
delist. However, it has also claimed
major expenses in its deal, which
some shareholders say is an excuse
to keep the delisting oﬀer price
low.
The company has 16,000 retail
investors. The company has also
not ﬁled its results after December
2019.
SEBI has held back the com
pany’s delisting application for
more than seven months. The full
marketcap of Prabhat Dairy is
around ₹700 crore, despite the fact
that its deal alone to sell a large seg

ment of its business gives the com
pany ₹1,700 crore.
Prabhat Dairy had managed to
raise ₹485 crore in its initial public
oﬀering in 2016. Nearly 50 per cent
of shareholding in the company is
with the public. As per a recent stat
utory ﬁling by Prabhat Dairy, the
company is showing “estimated
transaction costs and taxes” on sale
of shares and business sale, even 1.5
years after striking the deal. The
company has shown ₹204 crore as
indemnity, for claims arising in fu
ture and ₹234 crore as ‘manage
ment estimate’ of taxes. Both of
these are being examined by the
forensic auditors, the sources said.
The shareholders want the aud
itor and SEBI to do a detailed probe
about all the expenditures claimed
by the company including the re

ceipts of the tax worth ₹234 crore
and indemnity amount of
₹204crore.
Gets nod for delisting
The company did not comment on
the probe on its expenses but said,
“The company does not comment
on speculations. Requisite disclos
ures related to the audit have been
made by the company to ex
changes. Company has sought a
shareholder vote regarding the
delisting oﬀer made by promoters
and already secured 99 per cent
voting in favour of the resolution,
which includes all institutional in
vestors. Once we receive delisting
approvals shareholders will have
an opportunity to exit as a price
discovered through reverse book
building.”

COMMODITY CALL

BROKER’S CALL
MORGAN STANLEY

MOTILAL OSWAL

Tata Power (OW)
Target: ₹62
CMP: ₹49.40
Tata Power's asset monetisation strategy is on
track. Since April 2020, TPWR has sold its stake
in Cennergiand shipping business for ₹2,300
crore. Incrementally, promoters would infuse
equity of ₹2,600 crore. Board has approved
formation of Invit for renewables business,
likely in H2, which should lead to equity
release and debt deconsolidation.
Further, Tata Power targets ₹2,100 crore in
sales of other noncore assets in FY21.
Tata Power has simultaneously embarked
upon its new growth strategy, which includes
distribution, customercentric businesses and
renewables. The overarching theme is being
assetlight incrementally.
Tata Power plans to increase share of
renewables in EBITDA to 5060 per cent by
FY25 (F20:30%). In distribution, Tata Power
targets increasing its consumer footprint to
one crore customers in next 5 years (about 35
lakh now). Customercentric businesses like
home automation, EV charging, solar pumps,
solar rooftops and microgrids are in focus.
Balance sheet repair is underway with non
core assets being monetised, promoter
infusing equity and now working on a new
vehicle to recycle capital, 'Renewable Invit'.
Tata Power has been a complex story, but Tata
Power 2.0 has a focused strategy for growth.

Avenue Supermarts (Neutral)
Target: ₹2,000
CMP: ₹₹2,149.65
Avenue Supermart (DMart) hosted its annual
analyst call, discussing in detail the current
business environment, growth opportunity,
online strategy, and means to combat the
resurgence of strong online players. DMart
reemphasised its uniqueness in terms of
right pricing and assortment. Furthermore,
it highlighted creating a certain positioning
and customer aﬃnity that is ensuring swift
recovery from the pandemicled lockdown.
Avenue Supermarts has reopened most
stores, and sales have reached nearly 80 per
cent across assortments as customer traﬃc
is gradually returning to stores given the
brand’s value oﬀering. However, the proﬁle
of customers has changed to lower middle
and middle class v/s upper middle class,
which is still wary of stepping out and
therefore prefers to shop online.
The recent price correction, expectation of
swift recovery post Covid19, and continued
cost/price competitiveness should hold the
company in good stead. However, the
growing scale of online retailers, including
the prominence of deeppocket players such
as Amazon and Reliance Retail, and the
potential moderation in growth and the
return proﬁle may restrict a rerating. We
upgrade from Sell to Neutral

MCXZinc continues to trend upwards
YOGANAND D
BL Research Bureau

The August futures contract of zinc on the
MCX, last week breached a key resistance at
₹178. Recently, the contract had surpassed
another key barrier at ₹187. It is currently
hovering at ₹191.4 levels. It trades well
above the 50 and 200day moving aver
ages. The daily as well as the weekly RSI are

featuring in the bullish zone. Besides, the
daily and the weekly price rate of change
indicators are hovering in the positive ter
rain implying buying interest. The con
tract now faces an immediate resistance at
₹195 that could be surpassed eﬀortlessly.
However, it has a signiﬁcant longterm res
istance at ₹200 which could act a vital bar
rier. An emphatic break above ₹200 can

push the contract northwards to ₹205 and
then to ₹210. Conversely, if the contract
falls below ₹187 it can experience selling
and pull the contract down to ₹178₹180
band. Next support is at ₹170. On the global
front, the threemonth rolling forward
contract of zinc on the LME has been chart
ing higher since early July. It had breached
a key hurdle at $2,300 recently.

Trade strategy: Traders can buy MCX
Zinc with a stoploss at ₹183 and consider
booking proﬁt at ₹200. Desist taking fresh
long positions if the it decisively falls be
low ₹180.
Note: The recommendations are based on
technical analysis. There is a risk of loss in
trading.

BusinessLine is not responsible for the recommendations sourced from third party brokerages. Reports may be sent to:
blmarketwatch@gmail.com

DAY TRADING GUIDE
11199 • Nifty 50 Futures
S1

S2

R1

R2

11140 11090 11250 11300

COMMENT

Initiate fresh long positions with a
tight stoploss if the contract
rebounds up from 11,140 levels

₹1040 • HDFC Bank
S1

S2

R1

R2

1026

1010

1055

1070

COMMENT

Consider initiating fresh long
positions with a stiff stoploss only
if the stock climbs above ₹1,042
levels

₹969 • Infosys
S1

S2

R1

R2

960

950

980

990

COMMENT

Initiate fresh long positions with a
tight stoploss only if the stock of
Infosys advances beyond ₹980
levels

₹2134 • Reliance Ind.
S1

S2

R1

R2

2115

2090

2150

2170

COMMENT

Fresh long positions are
recommended with tight stoploss
only if the stock of RIL moves
beyond ₹2,150 levels

₹190 • SBI
S1

S2

R1

R2

186

179

196

201

COMMENT

The stock of SBI is rangebound in a
narrow band. Desist trading in the
stock for the session.

₹2307 • TCS
S1

S2

R1

R2

2280

2255

2330

2350

COMMENT

Make use of intraday dips to buy
the stock of TCS while maintaining
a ﬁxed stoploss at ₹2,280 levels

S1, S2: Support 1 & 2; R1, R2: Resistance 1 & 2.
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BSE delivers
gold in mini
options
PRESS TRUST OF INDIA
New Delhi, August 6

Leading stock exchange BSE on
Thursday said it has executed the
second physical delivery of gold
mini in ‘options in goods’ con
tracts. The entire physical deliv
ery process was seamlessly com
pleted at the exchange’s
designated vault in Ahmedabad,
Gujarat, BSE said in a statement.
The bourse executed consecut
ive delivery of gold mini on op
tions in good framework for the
second month running on Au
gust 4, 2020.BSE has completed
two full delivery cycles in gold
mini in ‘options in goods’
contracts.
“The ‘options in goods’ con
tracts are simple, costeﬀective
with the option of seamless de
livery. This makes it extremely be
neﬁcial for jewellers and bullion
dealers, who can not only hedge
their price risk but also avail de
livery on expiry of the contract,”
the exchange’s chief business of
ﬁcer Sameer Patil said.
BSE launched the ﬁrst ‘options
in goods’ contracts on gold mini
and Silver kg based on spot
prices from June 1, 2020.
.. .... . .. ...BM-BME

