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IN BRIEF

Tea Board to publish
status paper on industry
KOLKATA

Industry regulator Tea Board

of India has decided to

publish a status paper on the

organised tea industry,

covering several parameters

like cost of production,

profitability and economic

viability, workers’

productivity and status of

compliance with the

Plantation Labour Act, 1951.

Solidaridad, an international

network organisation, has

been given the job after a

tender.

UPI transaction volume
rises 13% in April
CHENNAI

The volume of transactions

done through the Unified

Payments Interface (UPI)

increased by 13% during

April, according to Dilip

Asbe, chief operating officer

of National Payments

Corporation of India (NPCI).

The transaction volume done

through UPI rose to seven

million in April, up from 6.2

million in March, he said.

Merchant payment mode

constituted roughly 15-20%

of the total transaction.

London’s GMEX Group to
acquire 5% stake in MSEI
MUMBAI 

London-based GMEX Group

has signed an agreement

with the Metropolitan Stock

Exchange of India (MSEI) to

acquire a 5% stake in the

exchange and its clearing

corporation. The deal is likely

to be completed in a month’s

time. GMEX will be shelling

out about ₹13 crore for the

5% stake in MSEI, while the

5% stake in the clearing

corporation is valued at

about ₹5 crore. On Thursday,

the two entities entered into

a pact to deliver innovative

products for the Indian

capital market.

Toymakers have asked the
government to roll back the
proposed Goods & Services
Tax (GST) rates on toys stat-
ing that the high rates would
adversely impact the
industry.

They have also deman-
ded one slab tax rate for the
whole toy category to pre-
vent misinterpretation and
harassment by revenue au-
thorities. 

The GST Council has fi-
nalised three different tax
rates for toys. While the tra-
ditional toys have been put
under the 12% bracket, elec-
tronic toys will attract 18%
tax. Educational games like
scrabble or chess will now
attract 28% tax. This cat-
egory is currently exempted
from any tax.

Currently, the taxation on
toys is approximately 6.5%
and post GST implementa-
tion, the tax rates would go
up significantly, industry of-
ficials said. 

Ishmeet Singh, Country
Manager, India, Mattel Inc.
said, “Increase in the overall
tax rate and multiple rates
within the toy category will
impact the toy industry.
Prices will go up by at least
10%.”

Child’s learning
“Toys and games add to the
overall learning and devel-

opment of children. That is
why the government had ex-
empted excise duty on toys.
Now in the GST regime, they
have been burdened un-
fairly with higher taxation. If
implemented this is bound
to raise prices as the in-
dustry has no capacity to
absorb the additional
burden.”

John Baby, Managing Dir-
ector, Funskool said, “There
has to be one rate for the
category. Without this there
will be a lot of disputes and
misinterpretation which will
lead to harassment by tax
officials.” 

“All over the world devel-
opmental aids for children
are given preferential treat-
ment and India should do
the same. How can the gov-
ernment tax developmental
aids for children at the
highest tax rate of 28%?”

Against principles
Vivek Jhangiani, The All In-
dia Toy Manufacturers' As-
sociation said, “The pro-
posed GST rates are going
hurt the toy industry. The
proposed three rates are
against the principles of GST
of one product group, one
rate.”

The body urged the
Centre to correct the rates
to a uniform rate for all
products. It is making a rep-
resentation to the GST
Council on the same.

Toymakers urge govt.
to reduce GST rates

Scrabble, chess to attract 28% tax

Lalatendu Mishra 

MUMBAI

No plaything: Toymakers fear that high tax rates would
adversely impact the industry.

Raymond Ltd. said it was
committed to protecting the
interest of all its sharehold-
ers in relation to the com-
pany’s plan to sell premium
property at ‘JK House’ in
Mumbai to its promoters.

Reacting to a report from
proxy advisory firm Institu-
tional Investors Advisory
Services (IiAS) and news re-
ports it termed “media
specualtion” based on incor-
rect information, Raymond
in a filing to the BSE on Fri-
day said, “Needless to say,
the promoters, being inter-
ested parties, will abstain
from voting on this matter.”

In a report titled ‘Ray-
mond: The Complete Rip-
Off ’ IiAS had advised share-
holders to vote against the
resolution on the proposed

sale of property, arguing that
the move would result in a
loss of more than ₹650 crore
for the company and its
shareholders.

“Should this transaction
go through, IiAS estimates
that it will result in an oppor-
tunity loss of more than ₹6.5
billion for the company and

its shareholders. IiAS recom-
mends voting against this
transaction. In our opinion,
the board has failed to pro-
tect the interests of the
minority shareholders. The
company and its directors
must prepare themselves for
shareholders seeking recom-
pense,” the advisory wrote
in the report.

‘JK House’ is a recently re-
built building located at
Breach Candy, one of the
most expensive real-estate
locations in Mumbai. Ray-
mond’s annual general meet-
ing is scheduled to be held
on June 5.

Discounted rate
According to IiAS, Ray-
mond’s own valuation report
states that the residential
property is valued at
₹1,17,000 per square foot

(built up), putting a value on
the entire transaction at
₹7,100 crore. 

Raymond, however, pro-
poses to sell the property to
the Singhania family factions
for ₹9,200 per square foot of
carpet area — a more than
90% discount to market
rates, according to IiAS.

In an e-mail, Raymond’s
chairman & managing dir-
ector Gautam Hari Singhania
said, “I assure you that the
company is committed to
and is taking all appropriate
steps, including legal meas-
ures, towards” protecting in-
vestors’ interest. 

“The company will raise
all defences in the legal pro-
ceedings that have been initi-
ated and will undertake all
steps to protect and preserve
the property of the com-
pany,” Mr. Singhania wrote.

‘Will protect investor interest on JK House’
Promoters, being interested parties, will abstain from voting, says Raymond 

Piyush Pandey

MUMBAI

Gautam Singhania

Tech Mahindra on Friday
reported a 31% decline in its
consolidated net profit to
₹588 crore for the three
months to March 2017. The
company posted net profit
of ₹854.8 crore in the same
period a year ago. Consolid-
ated revenue increased by
8.8% to ₹7,495 crore in the
reported quarter, from
₹6,883.8 crore in the same
period of 2015-16. 

“One question that has
always been raised, is there
life for IT after (U.S. Presid-
ent Donald) Trump? I am
glad to say we are alive and
kicking. Yes. It has brought
a certain amount of chal-
lenges to us, but this is not
confined to the U.S,” Tech
Mahindra vice-chairman
Vineet Nayyar said.

“We are seeing these
phenomenon globally and
increasingly barriers, some
overt and some not so overt
are being created to in-
crease employment within
the country.” 

Q4 net slides
31% at Tech
Mahindra 
PRESS TRUST OF INDIA

NEW DELHI

Honda Cars India is keen on
reinforcing the brand as well
as sharpening its strategy as
a premium player across
segments ahead of the auto-
mobile market expansion it
expects from 2020 onwards.

“We believe real motor-
isation or expansion will be
seen in 2020... it is import-
ant to establish the founda-
tions towards that period
rather than chasing quick
volume,” President and CEO
Yoichiro Ueno told reporters
here on Friday. 

Honda Cars’ volume in
the segment is less com-
pared with Maruti or Hy-
undai. But the company
planned to overcome this
handicap by focusing on
quality and gaining accept-
ance in the price sensitive
market. As volumes expan-
ded, it could also look at re-
ducing prices, he said.

While it was important to

grow volumes and maintain
a certain level of market
share, the priority was on
ways to reinforce the brand,
he said, adding the company
expected to achieve a mod-
erate growth in the current
fiscal. The growth, however,
would be more than that of
the industry, Mr. Ueno said.

In 2016-17, Honda Cars In-

dia sold 1,57,313 units, about
18% less compared to the
previous fiscal. It, however,
began this fiscal with a 38.1%
growth in April and expec-
ted to maintain the mo-
mentum on the back of the
good response to New City
and WR-V SUV, which were
introduced in February and
March respectively. 

Company keen to reinforce its brand ahead of expansion

Special Correspondent

HYDERABAD

Focused driving: Honda in India will sharpen its strategy in the
premium segment, said Yoichiro Ueno. * K.V.S. GIRI

Honda Cars to focus on
premium-player position

Moelis & Company, which started its India operations in 2012,
works with a team of 14 bankers headed by veteran investment
banker Manisha Girotra. Prior to Moelis, Ms. Girotra was the
chief executive of Swiss bank UBS’s India operations. Moelis,
which advised several high profile deals like the sale of Japyee’s
cement assets to Aditya Birla Group, is upbeat on the opportun-
ities to resolve stressed assets in India and wants to play an act-
ive role in the sector.

The Centre has recently
amended the Banking
Regulation Act that gives
more power to the RBI in
resolving stressed assets.
Does this present an
opportunity for you?

I believe the part of the NPA
problem will be resolved
with economic growth reviv-
ing. Growth should be ro-
bust in the next two-three
years which will resolve the
NPA problem. Having said
that some of them will need
restructuring, some of them
may need a change in own-
ership. There is a political
will to see our banks healthy
again.

There is a strong oppor-
tunity for Moelis in the re-
structuring space. We had
participated in some of the
deals like selling of Jaypee’s
cement asset to Aditya Birla.
We were also involved in the
restructuring of Essar’s coal
assets in the U.S., to name a
few. I see more such oppor-
tunities for us. Restructuring
is a large part of Moelis’s
global business. I think the
opportunity exists here too
because of the stressed situ-
ation in banks.

It is heartening to see that
there is a political will. The
whole joint lender’s forum
could not come to a con-
sensus because there were
multiple players — what was
really needed was someone
to drive it. So I am very posit-
ive on what has happened.
With the Act amended, we

are hopeful to see all of this
debt recast implemented
properly and we expect in
the next 12-18 months a lot of
these problems unwinding.

Many private equity
funds were awaiting
regulator’s clarity for
participating in the
stressed assets sector.
Will the change in Act
help?

The conversations are all
alive with the banks. The
new ordinance will help. You
will see a lot of private
equity funds coming into In-
dia to acquire stressed com-
panies in the next 12-18
months.

RBI has recently revised
the norms for prompt
corrective action (PCA)
and imposed restrictions
on some banks. Do you
see this as a prelude to
consolidation among
public sector banks?

I don’t know, but I hope they
are. I think in the state-
owned bank’s space there is
a lot of scope for consolida-
tion. 

The larger banks which
are better capitalised, have
better market access and
should be able to merge with
the smaller banks. There
should be fewer banks but
stronger banks. Whichever
sector it is, if there are fewer
players with deep pockets,
they dominate and the sec-

tor does very well. We have
seen it in the telecom sector.
I really hope to see consolid-
ation among public sector
banks in the next 2-3 years as
the sector needs to
consolidate.

But bigger banks are also
facing asset quality
headwinds…

The financial sector is get-
ting a lot of flows from the
public market. At the mo-
ment, state-owned banks
aren’t getting the share of
these capital flows. As it is
able to walk through some of
the NPA problems, we will
see funds flowing into these
banks again. 

So then they can raise
funds through FPO, QIP etc.,
and get capitalised. So it is a
bit of a two-pronged
strategy… as you see some of
the NPA problems get re-
solved, the market will have
confidence on them, and
then they can get capital and
then drive growth and
consolidation.

The merger of public
sector banks is a political
hot potato. Do you think
the government will
push consolidation?

The government is really ser-
ious about the business, they
are serious about solving the
NPA problem. We have seen
the political will they have
demonstrated in the last 18
months…it is unpreceden-
ted…I have not seen any-
thing like this in my career.
So they want to strengthen
their banks. So, I hope the
next step will be consolida-
tion among state-owned
banks.

How do you see mergers
and acquisition activity
panning out in the

banking and financial
sector?

The sector will remain act-
ive, there is a lot of capital
coming into the sector.
Rather than bank-to-bank,
there is a lot of consolidation
activity in bank to NBFC,
bank to MFI which provide
you certain geography, cer-
tain product … and I think
you will see more of those
happening. Also, a lot of cap-
ital is chasing the fintech
players. The whole demon-
etisation exercise and drive
to digitisation gave these
companies a huge push.
That space also realises that
there is merit in scale. So,
you will see consolidation
for the reason of scale. I
think the fintech sector will
remain active in the 12-18
months with regard to
consolidation.

Last year we have seen
healthy M&A deals. How
do you see the
demonetisation exercise
impacting such deals?

Demonetisation has no con-
sequence on M&A activity.
Last year we had $60 billion
of M&A. A refreshing trend
that I have seen is that a lot of
domestic M&As are happen-
ing… earlier you have not
seen Indian entrepreneur
selling to an Indian entre-
preneur or an Indian entre-
preneur paying a higher mul-
tiple for an Indian company.
There is always this build
versus buy argument.

But today, they are willing
to pay the multiple. In my ca-
reer, M&As were always in-
bound or outbound. This is
the first time I am seeing do-
mestic M&A outnumbering
inbound plus outbound. Out
of the $60 billion of M&A last
year, $30 billion would be do-
mestic, $20 billion was in-
bound and $10 billion would
be outbound.

Do you see this trend
continuing?

Domestic consolidation will
remain an important theme
because people are realising
India is too big a country and
to play in this country you
need to have a scale. The
scale provides you cost re-
duction opportunities, mar-
ket access etc. Also, there are
some companies where the
second generation does not
want to involve in business.
So they are happy to monet-
ise, earlier this never used to
happen! The other trend we
are seeing is that the private
equity players have actually
been able to monetise stake.
They are not only exiting
through IPOs but they have
been able to sell companies.
That is a very important
trend because they are able
to demonstrate that if they
are able to put capital in In-
dia, they are also able to exit
capital out of India.

Hope to see consolidation among
government-owned banks in 2-3 years
Larger banks have better market access and should be able to merge with smaller banks

Manojit Saha

Mumbai

<> If there are fewer

players with deep

pockets, they

dominate and the

sector does well
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