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Message from The Dean 

Dr. Ramesh Bhat 

We are on the cusp of a major transformation 

in the way corporates function. The pace of the 

change is accelerating. Competition for the 

right talent is fierce. And ‘talent’ no longer 

means the same thing what was it ten years 

ago. We at the NMIMS are therefore working 

towards the innovative ways of learning using 

pedagogies of experiential learning and are 

arming them to successfully tackle all the bat-

tles that they are set to experience when they 

join the corporates. Hence, keeping in mind the 

global disruptions and the more than ever re-

quired need of evolution in the field of educa-

tion, NMIMS is keeping no stones unturned in 

its responsibility of building a high-quality tal-

ent pool that is capable of meeting the business 

challenges of India, as well as of the World. 

Finomenon, the finance cell of NMIMS, has 

complemented this goal of ours, and that too 

with vehemence and dexterity! Right from or-

ganising conferences and special sessions to 

writing blogs and magazine articles to manag-

ing the all exclusive student-led investment 

fund Samriddhi, Finomenon has been doing it 

all to sharpen the skills of our students in the 

field of finance. 

NMIMS is all about possibilities. Here, it is 

possible to meet and to become potential lead-

ers, who will change the way how our succes-

sors will think about learning and execution. It 

is a matter of pride that we produce some of 

the best professionals in the BFSI sector and all 

the behemoths in the world of finance have 

successively reaffirmed their faith in our talent 

by hiring them year on year, which is itself a 

case in point. We believe learning cannot be a 

just textbook-based exercise but engaging stu-

dents with the world of business is a chosen 

method of knowledge transfer at NMIMS. Fi-

nomenon plays a crucial role in executing that. 

This magazine documents some of the mile-

stones achieved by Finomenon. I would like to 

take this opportunity to congratulate the senior 

committee for excelling in their initiatives.  

The road has not always been easy, but then 

we encourage our students to take the road 

less travelled and find the rainbow along the 

way, because that is what will bring about the 

paradigm shift from the ordinary to the ex-

traordinary. 

Dr. Ramesh Bhat is currently the Provost, Management Education and Dean, School of Busi-

ness Management. Prior to joining NMIMS, he was a full time Health Financing Advisor at 

Abt Associates Pvt. Ltd for an year. With an experience of more than 35 years in Teaching 

and Advisory, he has quite a few publications in his name and has also been a Temporary 

Advisor to World Health Organisation on several occasions. 
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Message from Faculty 

Dr. Mayank Joshipura 

In 2017 India has seen a lot of structural re-

forms. The world is talking about its strong 

leadership and revolutionary changes in the 

economy. India is set on the path of high 

growth and is considered to be a strong con-

tender in future against major economies of 

the world. Hence the theme for this year’s 

Illuminar is Arthan: visualizing India’s 

Steady Trajectory Ahead”.  

Finomenon, the finance cell of NMIMS, has 

worked to get prominent speakers from vari-

ous fields, organized competitions in which 

students from B schools across India have 

participated. I am glad to announce the re-

lease of The Financial- Annual Magazine on 

the theme of Illuminar - Arthan. 2017 was a 

successful year at NMIMS. It was the fully 

functional year of the students investors fund 

Samriddhi which is doing well and has been 

received positively by the corporates. 

Through this we have built a platform for 

learning and building closer relations with 

corporate world.  

Dr. Mayank H Joshipura is Professor and Program Chairperson—MBA Capital Markets, 

SBM NMIMS, Mumbai. He has more than 17 years of experience in Management education 

and Consulting. He has keen interest in areas of Derivatives, Portfolio Management, Finan-

cial Econometrics, Mergers and Acquisitions, Corporate Finance.  
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Message from The Editor 

Shalini Kumar 

India has been on an economic churn for the 

past 3 years. We have seen bold moves - a se-

ries of structural reforms, whether bad or 

good is a different issue altogether. These 

moves are at the fundamental level aiming to 

fix the “fault lines” that can shake the Indian 

Economy in case of a Global Crisis.  Every 

economy must make hard choices to ensure 

greater stability and lasting prosperity. But 

what does the future hold for India? Have we 

finally cracked the enigma of growth? Are 

these changes sufficient for India to have a 

greater and sustainable economic growth? 

Could these changes be implemented better? 

Have the financial markets responded in fa-

vour of these changes? We have tried to ex-

plore some of these questions in the Annual 

issue of our Quarterly magazine “The Finan-

cial”.  

As we celebrate the beginning of a new year, 

we would like to thank everyone who was as-

sociated with the Finomenon’s Journey. Last 

year has been one of the most successful year 

for Finomenon, where our student led Invest-

ment Fund continued to grow at an extraordi-

nary pace, one of our flagship events saw 

more than a 1000 registration with students 

from premier B-Schools participating.  All of 

this would not have been possible without the 

exceptional team that we have and our faculty 

guide Dr. Mayank Joshipura. We hope to con-

tinue our journey as a platform to build long 

standing and mutually beneficial relation-

ships between corporate and student commu-

nity and assist the development of future 

CFOs.  

Prior to joining NMIMS, Shalini was working at Tata Consultancy Services as a Systems Engi-

neer for close to 3 years. She has keen interest in capital markets, portfolio management and 

Economics.  
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ARTHAN 

Visualizing India’s Steady Trajectory Ahead 

"I discovered a flaw in the model that I per-

ceived is the critical functioning structure that 

defines how the world works" these were the 

words of Alan Greenspan, arguably the most 

powerful figure in the global economy from 

1987 till 2006. 

2008 financial crisis acts a window between the 

world which was and what it is today. Only is-

sue being that our old beliefs and understand-

ing of the economy have crumbled down in 

front of our own eyes in past ten years. When 

the moment came Indian government and its 

central Bank acted swiftly ,cutting interest rates 

down to 4.75 %, government went on a spend-

ing spree increasing the fiscal deficit to 6.5%  of 

GDP and we all thought that India survived the 

storm. Did we? The current NPA levels are fifth 

highest in the world only behind Portugal, Ita-

ly, Ireland and Greece and its growing. The 

problem can be traced back to the actions taken 

after the global financial crisis. Banks went on a 

no holds bar lending spree, specially to infra-

structure companies. Bank credit to infra-sector 

increased by 40.7% in 2009-10.Gross fixed assets 

for corporate India grew by 19.4% in 2008-09 

and 19% in 2009-10 . But the party came to an 

end by soaring inflation and RBI tightening the 

monetary policy in 2010. Current account defi-

cit widened and all this clubbed along with 

soaring crude oil prices resulted in a balance of 

payment crisis in 2013.Infrastructure companies 

and related industries came under stress and 

eventually many defaulted on their payments. 

The effects of the slowdown are still reflected in 

form of the NPA’s on the balance sheets of ma-

jor Indian banks. 

Then something happened that economists pre-

dicted from long ago, the Chinese slowdown, 

pushing down global commodity prices. Sup-

plemented by Shale oil  boom in United states 

oil prices plummeted to as low as $29. India 

benefited as it imports 85% of its crude oil re-

quirements and GDP growth at constant prices 

improved from 7.5% to 8% in 2015-16. Govern-

ment saw an opportunity to bring in reforms. 

Bankruptcy code and GST being the biggest 

two have brought in a new confidence in India's 

story both within and outside India. Demoneti-

sation was aimed to bring a new era of higher 

tax compliance and a less cash economy but old 

habits die hard , GST collections in November 

was down to ₹ 80,808 crore lowest since intro-

duction. Government is worried about the com-

plaisance and as Mr. Arun Jaitley said “People 

have to adjust to the new culture of paying tax-

es.” the business and individuals have to come 
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to terms with the fact that we no more live in a 

country where tax evasion was a norm. 

So where are headed? The answer is more com-

plex than we think as technology is not just 

making our industries more efficient but chang-

ing the business models altogether. The future 

of India relies directly upon how well we are 

able to integrate these changes to our economy. 

It is not just the role of businesses to track tech-

nological changes but even the government has 

to provide the infrastructure and regulatory 

support to build an environment for change. 

Founder of Social Capital, Chamath Palihapiti-

ya said in a recent interview “Indian startups 

need the right perspective” As seen in the retail 

and ecommerce sector, businesses cannot just 

pick up models from developed nations and 

apply to India as our problems are different 

and so will be our solutions. 

Information & Technology 

Automation is the word we are hearing day in 

and day out when it comes to the IT sector and 

as a large part of the work force is dedicated to 

testing, which is being automated, the scare of 

mass layoffs is natural. On a larger perspective 

adoption of technology by companies around 

the world has accelerated in last 3-4 years and 

role of IT companies as a partner has become 

inventible. Indian IT companies enjoy good re-

lationship and reputation of delivering value in 

major markets around the world. The thing 

they need to focus upon is reskilling their em-

ployees to provide services of the future mar-

ket, but its easy said than done as providing a 

platform for reskilling is not enough, an envi-

ronment for change needs to be produced. New 

H-1B visa rules have the capability to hamper 

the cost advantage India IT companies enjoy 

but the industry leaders seem to have included 

this move in planning their future strategy. 

Automobile Sector 

Major reason for India’s current account deficit 

is the import of crude oil. Therefore govern-

ment has planned to have an all electric auto-

mobile sales by 2030 and is pushing companies 

towards stringent pollution regulations. But to-

day not just India but countries around the 

world are trying to figure out what is the future 

of automobiles. Electric power terrains are 

there for sure but what kind of power sources 

are we going to use? Lithium-ion batteries 

which have carbon footprint close to fossil fuels 

or hydrogen fuel cells a technology which is yet 

to prove its viability. Niti ayog believes metha-

nol is a fuel that can reliably be adopted and 

can bring down India’s crude oil bills. Industry 

has started to invest in electric car technologies 

but are cautious till the world has a clearer pic-

ture about future. 
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Agricultural Sector 

Close to 50% of India’s work force still relies on 

agriculture for its income and government is 

shifting from food security to farmers income 

with a target of doubling farmers income till 

2020.India’s average yield per hectare is 39% 

below than that of China and this difference 

goes up to 49% when it comes to rice produc-

tion. We need to move away from a wheat-rice 

cycle to other cereal and pulses but the input 

subsidies are not supportive of this change. 

India ranks 132 in per-capita availability of wa-

ter and therefore needs to adopt methods of mi-

cro irrigation and efficient use of water re-

sources to bring yields up. Na-

tional Mission for Sustainable 

Agriculture using micro irriga-

tion was able to achieve up to 

45% increase in yields in its tests 

in 64 districts with substantial 

decrease in water consumption. 

But as these technologies are ex-

pensive, adoption on mass scale is still an issue. 

Private sector participation needs to be acceler-

ated through contract farming and land leasing 

to increase capital investment .Slow reforms in 

whole sale sector is still a deterrent in increas-

ing private investments. 

Construction 

There is an estimated requirement of 1.5 Tril-

lion Dollars in Indian infrastructure sector in 

next 10 years. With government pushing for 

reforms like RERA and 100% FDI in reality sec-

tor this sector seems to perform well in coming 

years. Currently 59% of funding in infrastruc-

ture sector is public and we require policies that 

can promote private investments. 

BFSI 

India currently has 21 PSBs undifferentiated 

and often competing on just price. Autonomy is 

limited and a disproportionate share of social 

and national building programs. Current differ-

ence between NPA’s and provisions stand at 

$110 Billion. RBI needs to closely monitor the 

actions taken by these banks and take strict 

steps in case of non-compliance. The boards of 

PSBs need to be given more autonomy to work 

more efficiently and limit the risk involved in 

many major projects. 

Fintech firms are given a boost by RBI and the 

government . Regulations like KYC require-

ments for small ticket transections have been 

loosened. Increasing competition between 

fintech firms and traditional banks is leading to 

collaboration between the two. Adoption of 

Predictive Analytics for risk management is 

further going to help the banking sector to im-

prove their profitability. Harsh Bisht, leader – 

Banking and Capital markets, 

PwC India said: "China and In-

dia could have a combined share 

of around 35% of global banking 

assets by 2050. The US, Japan 

and Western Europe are all pro-

jected to see large falls in their 

share of global banking assets in 

the coming decades. Therefore the policies 

adopted in BFSI sector is going to effect not just 

the Indian economy but the world economy to 

a huge extent. 

India is heading towards becoming the biggest 

country by population in next decade and to 

what extent it can take advantage of its de-

mographics depends upon our ability to adopt 

new technologies and supplement the same by 

proactive policy formulation and infrastructure 

support. With close to 1 million people being 

added to workforce every month the demo-

graphic dividend has the potential to either 

take India ahead and if enough jobs are not cre-

ated we might see serious political and social 

fallouts leading to derailment of our country 

from the path of prosperity. With government 

looking serious about economic reforms and 

promotion of private investments we can ex-

pect long-term economic growth but as the 

world economies slow down India needs to 

find its own path. 
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Corporate Connect 

For our Annual Yearbook’s Corporate 

Connect section, we interviewed Mr. 

Manoj Aggarwal, Director Infosys Tech-

nologies. Infosys is a global leader in tech-

nology and consulting services, engaging 

with clients in 45 countries. Infosys is 

amongst the top 10 most valued compa-

nies on the BSE and the NSE. Founded in 

1981, it has grown with just US$250 to a 

global presence with more than 198,000+ 

employees. For over three decades, it has 

been a company focused on bringing to 

life great ideas and enterprise solutions 

that drive progress for their clients. 

Mr. Manoj Aggarwal has completed his 
studies from Gwalior. He has worked in 
Fidelity as senior analyst programmer be-
fore joining Infosys in 2007. In Infosys he 
has worked as senior project manager, 
group project manager and delivery man-
ager. He believes in Delivering excellence 
through relentless focus on technology, 
collaboration and transparency. Currently, 
he is working at Infosys. 

There are a lot of changes going on in Indi-

an IT industry after Trump was elected to 

power. What are your views regarding the 

future of IT sector in India ? 

IT sector in India has reinvented itself multi-

ple times over last 2 decades to stay relevant 

and deliver superior value in a high complex 

& competitive environment. 

With the new government in US, we are ob-

serving a significant change in policies some 

of which are directly impacting movement of 

talents to client locations. However, I believe 

each country has a right to chart its own path 

for growth and sustenance, and as in past 

business will evolve & adapt to the revised 

landscape. Any business that is not agile 

enough to adapt to the changes in its ecosys-

tem is at a risk and I strongly feel that IT 

business by probably best suited to handle 

any such challenges due to its inherent agili-

ty and adaptability  

Prime Minister is emphasizing a lot of digi-

tal India. How is this likely to change the 

landscape of IT sector in our country? 

As I see government view of Digital India 

has two aspects – One of the connectivity & 

availability of internet and other is enabling 

governance.  For the connectivity, our tele-

com sector has invested heavily and I don’t 

see any major role of government beyond 

some high visibility rhetoric’s on Wi-Fi 

hotspots at public places, panchayats etc.  
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However, Digital enablement of government 

functions like courts, land records will have 

a potential to the change the landscape of 

country. Since most of these functions are 

mostly at state these initiatives will help cre-

ate a good ecosystem of small-medium sized 

IT companies who will not only support 

these state level initiatives but also create a 

pool of skilled talents in Tier 2 – 3 cities 

which will help the larger ecosystem.  

With the advent of automation a lot of per-

manent changes are going to be made in 

the industry. While some call it crisis oth-

ers consider it is just the simple change 

which occurs with every new technology. 

What are your views on it? 

Innovation and automation has been a driv-

er of change from the early days of human 

civilization. Right from the wheel to the cur-

rent set of innovations around AI, each in-

vention has disturbed the status-quo and im-

pacted the human behavior and larger socie-

ty in many unique ways.   

As a practitioner, I see AI as another enabler 

which has its share of value and lots of hype 

around it (as was the case with electricity, 

automobiles and many other similar inven-

tions).  While AI will have a definite impact 

on the some of the more repeatable jobs but 

it will most likely open new avenues for hu-

man exploration.  Remember, even after of 

all the talks around automation world today 

have more number of absolute human work-

ing than anytime else in the history of man-

kind.  

With USA economy doing well there is op-

timism regarding the performance of IT 

sector in 2018 in India. Do you agree with 

it? 

It’s always great to see your largest customer 

base doing well and IT industry will defi-

nitely share the benefits of growing US econ-

omy. From the early indications so far, most 

of the large organizations are planning to 

invest heavily in the AI led solutions along 

with modular & scalable “in a box” complete 

IT solutions which will open up many new 

growth opportunities for IT sectors in gen-

eral. 

What I also anticipate is much bigger growth 

for the IT sector from the some of the un-

tapped markets in middle east and Africa as 

they embrace more liberal investment poli-

cy. 

India is a global leader in IT services. Is it 

time, given the structural shifts that we 

move to products from services?  

In the current world of fast paced technolo-

gy change and disruptive innovations, its 

critical to have products in the mix. Howev-

er, lifecycle of products in increasingly get-

ting shorter and investments required to 

bring new products to market may not yield 

the right benefits to India IT sector.  What 

could work best for India IT is a mix of ac-

quisition and product + services strategy 

where IT sector continue to play to its 

strength on services and amplify the value 

delivered using right product mix (either 

owned or partnered).   

Disclaimer - Views are personal and does 

not represent any institution or organiza-

tion 

Interviewed by Mandvi Agarwal, Junior 

Member, Finomenon 
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To Analyze Movement in Spot and  

Future Prices  of Maze 

Introduction 

The government, during 1960s, envisaged the 

Agricultural Produce Marketing (Regulation) 

Act (APMRA) in various states for the develop-

ment of agricultural marketing in the country. 

The primary objective then, was to facilitate ef-

ficient storage and movement of agricultural 

commodities by removing systemic bottlenecks 

and establish a sound framework to reduce un-

certainty of the markets. Later, to enhance insti-

tutional lending to the agricultural marketing 

sector and to improve price-risk management, 

the prohibition on futures trading in agricultur-

al commodities was removed. The National Ag-

ricultural Policy announced in the year 2000 

recognised “the role of the futures markets as 

one that would contribute to price discovery 

and would help in risk management by reduc-

ing volatility in the prices.” Subsequently, the 

use of technology enabled trading platforms as 

opposed to the open outcry method led to an 

unprecedented inflow of investment capital and 

institutional funds in the country. This not only 

provided buoyancy to the volume of commodi-

ties traded on exchanges but also enhanced li-

quidity in the market. The objective of our re-

port is to analyse the effect of real supply and 

demand vis-à-vis financialization and presence 

of speculators on price determination. 

Theoretical Underpinning of   

Financialization 

The indicators used to understand the buying 

and selling pressure underlying a commodity 

and hence the associated financialization trends 

are – future prices, volume and open interest.  

They serve as a secondary confirmation of price 

action resulting from the interaction between-

buyers and sellers on the floor. Open interest is 

a measure of liquidity in the futures market and 

may be defined as the total number of outstand-

ing contracts that are held by market partici-

pants at the end of each day.  

For instance, open interest will increase by one 

contract if a new buyer and a new seller initiate 

a new position. It will decline by one contract if 

an old buyer and an old seller are closing an ex-

isting contract. Open interest remains un-

changed if an old trader passes off his position 

to a new trader. 

Volume is a measure of the intensity behind the 

price trend and, in reference to futures market, 

may be defined as the total trading activity or 

contracts changing hands in in the commodity 

market on a single trading day. The knowledge 

of open interest is essential for anticipating 

market movements. Increasing open interest 

indicates the flow of new money into the mar-

ketplace that sustains the present trend. Declin-

ing open interest means that the market is un-

dergoing liquidation, which implies an end of 

the prevailing price trend. The following four 

combinations of price-volume-open interest re-

lationship can, therefore, be used to identify the 

bullish or bearish trend of the market.. 
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In the first scenario, if all three indicators follow 

an upward trajectory, the market exhibits bull-

ish sentiments with traders buying at higher 

prices. In the second case, a fall in prices but 

increase in volume and open interest indicates a 

bearish market where the  market is driven 

lower by higher prices. In the third situation, 

rising prices accompanied by falling volume 

and minority interest indicate a weakening 

market. Lastly, a declining trend in all three in-

dicators indicates a possible bottoming out with 

traders selling at lower prices. It is, however, 

difficult to differentiate speculation from finan-

cialization merely on the basis of price, volume 

and open interest as the correlation between 

open interest and spot prices do not necessarily 

amount to causation. 

The future price of a commodity also depends 

on the marginal benefit of holding the com-

modity in reserve that accrues directly to its 

owner. This may also be termed as convenience 

yield or “the flow of services that accrues to an 

owner of the physical commodity but not to an 

owner of a contract for future delivery of the 

commodity. The advantage of holding physical 

stocks is on account of tight supply or future 

profit expectations due to growing demand”. 

Mathematically, future prices would be higher 

than the spot prices if carrying interest and 

storage costs together exceed the convenience 

yield. The reverse is true if the inventory levels 

are low. The former is also referred to as 

“contango” and a premium equal to the differ-

ence between the cost of storage and conven-

ience yield has to be advanced to the specula-

tors for bearing the risk. The other condition is 

called “backwardation” and speculators are 

compensated with the risk-bearing services in 

the form of discount. In other words, the differ-

ence between spot and future prices reflect risk 

premium in case of financialization while spec-

ulation impacts the level of spot prices. 

Empirical Evidence and Analysis 

To investigate financialization trends in agricul-

tural commodities in Indian futures markets, 

data has been collected for Maize, both Rabi 

and Kharif, from the National Commodity and 

Derivatives Exchange. The daily spot and fu-

ture prices, volumes traded and open interest 

have been aggregated for the duration of one 

year (November, 2016 to September, 2017). The 

following price movements have been studied 

and supported with macroeconomic analysis: 

Total volume of contracts traded for Maize dur-

ing Nov. 2016 – Sept. 2017 vs. actual production  

Futures price and Spot price for Maize from 

Nov. 2016 – Sept. 2017 

Open Interest for Maize, for Kharif, in India 

from Nov. 2016 – Sept. 2017 

Maize is traded in both the spot market and the 

futures market. Since it is a kharif crop, it is 

sown around April and harvesting begins in 

the month of October. Through cross-

pollination of expertise and innovations and 

thereafter synergy during implementation of 

the programs conceived under the Green Revo-

lution, Indian has today become one of the larg-

est maize producing country in the world. Ex-

hibit 1 provides the annual data for domestic 

maize production, annual maize imports, ex-

ports and area under cultivation for four con-

secutive years in India. 
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Exhibit 1: Maize Production, Import, Export and Area under Cultivation for 4 Years 

 

Exhibit 2: Total Volume of Contracts Traded & Open Interest for Maize (Nov. 2016 – Sept. 2017) 

 

Maize Commodity 2013-14 2014-15 2015-16 2016-17 (upto Apr'17)

Annual Exports (in million MT) 3.95 2.82 0.69 0.57

Annual Imports  (in million MT) 0.01 0.006 0.181 0.083

Annual Production (in Million Tonnes) 24.6 24.17 22.57 26.26

Area (in Million Hectares) 9.07 9.19 8.69 -

The table shows that domestic maize produc-

tion declined by about 8.25 per cent from 2013-

14 to 2015-16 and the annual exports nearly 

disappeared. However, the production in-

creased by 16.35 per cent to 26.26 million met-

ric tonnes in 2016-17. The decline in exports 

and corresponding increase in imports can be 

attributed partially to the implementation of 

the National Food Security Act which aims to 

provide subsidised food grains to approxi-

mately 2/3rd of India’s population  

Exhibit 2 shows the trend followed by the vol-

ume and open interest in the futures markets of 

Maize (Kharif). Volume is the total trading ac-

tivity or contracts changing hands on a day. 

Open interest is the number of outstanding con-

tracts held by market participants at the end of 

the day. Volume traded is a measure of the in-

tensity behind the price trend and open interest 

measures the liquidity in the market. An in-

creasing open interest indicates the flow of 

money into the market, thus strengthening the 

price trend whereas a decreasing open interest 

indicates decrease in liquidity leading to weak-

ening of the trend. The open interest is a useful 

tool to predict price movements. From Exhibit 3, 

it can be observed that the future price of maize 

constantly remained below its spot price for 

most part of the year. This represents 

“backwardation”. In a major policy shift, in 

March 2017, the Modi Government opened up 

the exports of edible oils such as groundnut oil, 

soyabean oil, sesame oil and maize oil in bulk 

quantity. In the month of July 2017 and beyond, 

the future price exceeded the spot price leading 

to “contango”. This can be attributed to the in-

creasing global corn prices which prompted 

market participants who wished to store maize 

to bet high on future price and low on the spot 

price. Even when Maize harvest in India contin-

ued and stocks went on to arrive at the market 

yards, the future prices remained high. On the 

contrary, there was a drop in the spot prices be-

cause the arrival of maize coincided with the 

arrival of sunflower crops.  
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Even with a minimum support price of Rs 1,365 

per quintal, there was little government pur-

chase, largely because states were hesitant to 

procure crops that they could not channel into 

the public distribution system reserved for food 

crops. 

Sowing of kharif crops gathered pace across the 

country amid good rainfall in July 2016 that 

made up for the delayed onset of monsoon, 

raising hopes of higher growth in businesses 

dependent on the farm sector and lower de-

pendence on imports for commodities such as 

cotton, maize and soyabean. The spot prices re-

mained high from November 2016 to January 

2017 because it was felt that farmers were una-

ble to arrange sufficient cash for cultivation op-

erations, following the demonetisation of Rs 500 

and Rs 1,000 currency notes. Traders remained 

bullish till October, when the new kharif crop 

hits markets.  

In September 2016, SEBI proposed allowing op-

tions contracts in commodity trading and 

strengthened warehousing norms by stipulat-

ing base case networth criteria for warehouse 

service providers and mandating stiff penalties 

for bad delivery. This was in addition to the 

risk management norms like waterfall mecha-

nism in exchanges to guard against risk of set-

tlement default introduced in the year 2015 at 

the time of merger of Forwards Market Com-

mission with SEBI. All these factors added to 

storage cost and pronounced the risk element 

associated with the commodity stored, leading 

to drop in future price of maize till June 2017.  

Conclusion 

Through the above analysis, we observed con-

tango/backwardation in case of maize to con-

firm the fact that prices of certain agricultural 

commodities in futures market are not neces-

sarily affected by the fundamentals of demand 

and supply but also because of financialization. 

                                             Submitted By: 

                              Shreyans Jain, IIM Lucknow 

Exhibit 3: Future Price and Spot Price for Maize from Nov. 2016 to Sept. 2017 
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Non-Banking Financial Sector Report 

Indiabulls Housing Finance (IHFL IS) 

Robust Income & Spreads generation, matched with technological edge and 

retail push make it a good long term investment decision 

    CMP                                                Indicative TP ₹1350 - ₹1400 

    Indicative Upside 12.5% - 16%  Upside Realisation Q3 & Q4 

Market Data  

Bloomberg Ticker IHFL IS 

Equity Shares O/S (mn) 421.3 

Market Cap (₹bn) 513.1 

52 Week Range 1374.9 / 616.1 

Free Float 76.4% 

Business Barometer 

IHFL has well begun to reap the benefits of its 23% 

CAGR revenue growth and even as the company ac-

complished a 23% loan growth on a YoY basis, retail 

seems to be a key differentiator as it occupies ~60% of 

the loan book growth. The funding profile has proven 

steady and inexpensive as ICRA-Moody maintain an 

AAA rating as credit costs moderated to 8.8% in 1Q18 

from 9.2% in 4Q17.  

The promoter group’s experience in the real estate 

business gives provides IHFL a vantage point in cap-

turing mortgage market growth. With a crucial tech-

nology and analytics edge, IHFL boasts of robust col-

lection and underwriting systems. It is important to 

factor in that opex growth at 12% YoY is much lower 

than previously because of technological improve-

ments. 

Financial Performance 

PAT increased 25% YoY and Loan Spreads increased 

to 3.24% by 6 bps. GNPAs declined to 0.8% Inspite of 

the Average Yield on Loan Portfolio declining because 

of the higher retail constituent, from 12.6% to 12.2% 

but because the funding profile became cheaper by 

40bps. While profitability is not at 2014-15 levels, a 

steady 25%+ ROE and 3%+ ROAUM is complemented 

well by below 14% C:I ratios, much lower than 18% in 

2013. Fee Income, comprising of a smaller proportion 

of the Total Interest Income base, fell 25% YoY. 

Investment Thesis  
Our ‘Spotlight’ Call on IHFL stems from three distinct 

theses: 

Key Fi-

nancials 
2Q18 2Q17 YoY % 

NII 30670 25859 19% 

EPS 20.44 16.24 26% 

AUM 913010 686830 33% 

NIM 4.7% 4.8%  

C:I 26.1% 26.1%  

Spreads 4.2% 3.6%  

ROE 28.0% 24.0%  

Valuations 

and Thesis 

Targets 

Actuals 

Upside 

Realisa-

tion 

ROE 28% 25% 

P/BV 4.2x 4x 

Loan Book 

Growth 

34% 30% 

EPS Growth 26% 25% 
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• Affirmative management guidance on 

achieving spread targets with an improved 

funding profile and low C:I ratio imply up-

side potential for spread and NII targets 

which the markets haven’t yet priced in. 

• IHFL enjoys robust and above industry-

average growth in the retail loans segment 

but has significant traction in the  LAP and 

commercial builder/construction finance 

segments. It serves well to remind that retail 

loans need lower risk weights and provision-

ing requirements as also a reduction in the 

effective cost of funding the same. 

 

 

 

 

 

 

 

 

 

 

 

• IHFL has consistently delivered on all the 

major reaction parameters i.e. EPS Growth 

(25%+), ROE (25%+) and GNPLs (~0.8%) and 

is expected to keep up the good show over at 

least a 2 year investment horizon. 

Catalysts 

• Improvements in Opex 

• Reduction in Funding Costs 

• Higher-than-expected loan book growth 

• Credit ratings upgrade for borrowings pro-

file 

Risks  

• Material reduction in LAP and/or Construc-

tion Finance component of loan book 

• Large ticket and credit costs incurred 

Samriddhi Verdict 

Team Samriddhi sheds the Spotlight on IHFL 

and recommends a BUY investment decision 

based on: 

1. A Target Price range of ₹1350 - ₹1400, imply-

ing upside levels of 12.5%-16% over two ef-

fective quarters from now. 

2. Buying at ₹1150- ₹1200 levels seeking valua-

tions based on Book Value at levels ranging 

within 3.2x-3.4x. 

Cash Flows 

Growth 

Risk 

Value Signal Style Box 

Exhibits 1 & 2: Inspite of an upsurge in disbursements, NIMs have been maintained at average 

historical levels; Spreads have risen inspite of Yields falling due to significant CoF reductions. 

Source: Company Reports, Samriddhi Research 
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 Exhibits 3 & 4: The funding profile has progressively become cheaper as NCDs comprise the 

largest portion of the fundings mix; RoE has slowly but surely kept pace with Investor expecta-

tions 

Source: Company Reports, Samriddhi Research 

Cholamandalam Investment & Finance Co. (CIFC IS) 

Demonetisation and GST now demons of the past as Vehicular sales and de-

mand for financing pick-up, diversification in catering to other product cate-

gories set to boost earnings momentum 

CMP  ₹ 1290.1                                  Indicative TP ₹1550 - ₹1600  

Indicative Upside 20% - 24%        Upside Realisation Q4 

Market Data  

Bloomberg Ticker CIFC IS 

Equity Shares O/S (mn) 156.3 

Market Cap (₹bn) 201 

52 Week Range 1244 / 805 

Free Float 46.9% 

Business Barometer 

CIFC has progressively evolved from being primarily 

a New & Used CV financier to enhance its presence 

amongst OEMs, Dealers and End Autos customers. 

This has, in effect, led to CIFC doubling its market 

share in tractors, Heavy CVs (HCVs) and Car financ-

ing over a remarkable 5-year period. Add to that, 

CIFC’s first-mover advantage in South Indian markets 

and its integration among dealers and customers give 

it a captive and repeat customer base like no other. 

Competitors like Magma Fincorp, L&T Finance among 

others. 

However a persistent industry-wide concern persists, 

that of declining yields. CIFC has successfully evaded 

this trap by setting camp in less competitive segments 

including LCVs and Tractors, implying better yield 

translation and sustenance in high margins. To put 

CIFC’s supremacy in perspective, MMFS and SHTF 

have seen yields declining in the range of 150-240 bps 

over the same period. 

Key Fi-

nancials 
2Q18 2Q17 YoY % 

NII  7317 5864  25% 

EPS  14.54 10.93  33% 

Loans (₹b)   308  274  12% 

NIM   8.2%  7.5%  

C:I  41.8% 42.6%  

Spreads  1.4%  1.7%  

ROE 19.4% 19.6%  
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Investment Thesis  

Our ‘Spotlight’ Call on CIFC stems from three dis-

tinct theses: 

• Management guidance on maintaining 18%-20% 

Loan book growth over the next two fiscals seems 

consistent with their VF growth as also diversifi-

cation into home loans and MSME businesses. 

The average ticket size has also augmented and 

this translates to better than expected loan book 

and NIM growth. 

• The primary business of New & Used LCVs is ro-

bust and growing steadily, with ample geograph-

ic diversification to avoid distributor specific 

risks. Adding to that its foray into other segments, 

particularly the low competitive ones and excel-

lent dealer relationships bode well for NII 

growth. 

• Much has been made of the high exposure of 

credit costs to CIFC’s LAP book, but management 

has been working tirelessly to diversify away 

from LAPs and now, analysis proves that even if 

GNPAs and Provisions double, credit costs 

wouldn’t increase by more than 40bps on the 

group level.  

Catalysts 

• Improvements in Tractor, Cars and HCV financ-

ing book. 

• Improvements in incremental yields from VF and 

Home Equity business 

• Reduction in Opex and Credit Costs 

• Reduction of summary NPAs 

Risks  

• Deterioration of asset quality from the LAP book 

• Reduction of Credit Rating to below AA should 

NPLs increase due to new recognition policies 

Valuations 

and Thesis 

Targets 

Actuals 

Upside 

Realisa-

tion 

ROE 20% 20% 

P/BV 3.4x 4.1x 

Loan Book 

Growth 

12% 15% 

EPS Growth 33% 30% 

Value Signal Style Box 

Cash Flows 

Growth 

Risk 

Financial Performance 

PAT increased 33% YoY even as NIIs 

grew by 25%. NIMs were healthy at 

8.2%, up 70 bps YoY.On the bottomline 

front, credit costs of 1% - 1.2% are 

amongst the lowest in the industry. 

GNPAs were at 4.5% up 100bps from 

previous year and in the meanwhile PCR 

has reduced to 35%, a major red flag. 

AUMs rose 14% YoY driven mainly by 

Vehicle Finance disbursements rising 

32% YoY. CIFC delivers a sound 18%+ 

RoE and we foresee it to expand to 20%+ 

levels as high yields materialise. Im-

portantly, the Home Equity and MSME 

businesses are picking steam and must 

be monitored Q3 onwards. 
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Samriddhi Verdict 

Team Samriddhi maintains the Spotlight on 

CIFC and recommends a BUY investment deci-

sion based on: 

• A Target Price range of ₹1550 - ₹1600, imply-

ing upside levels of 20%-24% by the time Q4 

results come in 

 

• Buying at ₹1280- ₹1290 levels seeking valua-

tions based on Book Value at levels ranging 

within 3.2x - 3.3x to realise an upside over 

the recommended horizon to gain value. 

Our Thesis in Exhibits: 

Exhibits 5 & 6: Vehicle Financing still occupies majority portion of the loan book but Home 

Loans and MSME financing are becoming bigger parts of the business; NIMs are almost at levels 

equal to cost of funds, implying Yields are almost double that of funding costs 

Exhibits 7 & 8: The funding profile has progressively become cheaper as debentures comprise a 

much larger portion of the fundings mix; Tractors and 3 Wheelers, segments with low competi-

tive intensities and higher yields, are occupying a larger portion of the VF book 

Source: Company Reports, Samriddhi Research 
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Fund Factsheet as of January 2018 

Returns 6M 9.6% 

Returns 1Y 41.1% 

Total Return 
 

32.9% 
 

Annualised 
SD 

9.6% 

Benchmark NSE200 

Returns 6M 11.9% 

Relative Re-
turns 

25.8% 

Annualised 
SD 

9.96% 

Portfolio P/E 25.6x 

Portfolio P/B 3.63x 

Dividend Yield 
(%) 

1.31% 

NAV as on 
1/9/2017 

₹ 586 

Total Stock Po-
sitions 

32 

Benchmark In-
dex 

NSE200 

Index P/E 30.5x 

Index P/B 3.53x 

Sharpe Ratio 2.97 

95% Monte Car-
lo VaR 

₹ 3014.4 

Portfolio Beta 
 
0.89 
 

Capture Ratio 0.99 

Jensen’s Alpha 1.33 

Annualised 
Downside Risk 

6.75% 

Tracking Error 5.2% 

Treynor’s Ratio 0.32 
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Team Finomenon takes immense pride in re-

flecting upon the journey of Samriddhi, the 

very first student-run Investment fund of 

NMIMS Mumbai, which in a period of one-and-

a half year, has not only generated returns in 

excess of the markets, but has also taken small 

but sure strides in its vision of shared prosperi-

ty.  

Team Samriddhi acknowledges and is ever-

grateful to its investors, who range across the 

spectrum of Students, Faculty and Administra-

tion of NMIMS Mumbai. Not only do we owe 

our success to them, we also envision a bright 

future in Wealth Creation and The Stimulation 

of Ideas, Together. 

At the outset, it is imperative to mention the 

Objective of the Fund, to seek for and award 

prospects for Growth Sustenance and Value 

Creation across only Equities comprising of the 

NSE200 Index. This puts us in the bracket of 

Growth and Frontline Equity Funds and hence 

commands not only a superior investment 

methodology, but also a disciplined one. While 

the prerogative is to be tempted by attractive 

returns from a set of promising stocks, our com-

mitment to quality investment has led the Team 

to institutionalize its own Investment Frame-

work. We proactively hunt for Investment re-

turns and care little for speculative returns, at-

tributing the latter to the markets factoring in 

the investment worth of equity significantly  

later.  

This enables us to screen for robust parameters 

on sufficiently representative quantitative bases 

and allocate investments prudently. The four 

pillars of our Investment methodology are as 

follows:  

Quality- Companies which maintain high 

standards in accounting and information disclo-

sure as also boats of the ability to sustain profit-

ability on a cash flows basis. 

Growth- Unlike contemporary measures, we 

set our standards for Growth from the Econom-

ic moat perspective. We award value where we 

see growth to be above industry averages and 

sustained with distinguished businesses gener-

ating profitability and growth. 

Risk- A paramount component in our frame-

work, our understanding of risk comes from the 

investment standpoint rather than the company 

standpoint, whether bad debt, non-core busi-

nesses or one-offs cushion real profitability is-

sues, or when the company reverts further be-

low the mean across mature industry life-cycle 

stages, among other aspects. 

Profitability- We look at profitability from the 

lens of Capital owners’ return, viz. Return on 

Invested Capital (ROIC), Cash Flow Return on 

Investment (CFROI) as against insufficient 

PAT/EBITDA measures. This helps us filter 

value picks from wealth destroying companies. 

Our research proves that the former are superi-

or measures to reflect management focus on 

value creation. 

Samriddhi also actively aims to distinguish it-

self with its own proprietary research through  

Samriddhi Journey– A vision of intellectual 

prosperity 
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* Represents the Samriddhi Investment Period from 7 September 2016 to reporting date of 12th January 

2018; Benchmark and Mutual Funds comparison can be done on Bloomberg using HFA. 

three flagship publications, Samriddhi Intelli-

gence Report (SIR), Samriddhi Equity Re-

search Report (SERR) and Samriddhi Portfolio 

Strategy Research (SPSR), published on a 

monthly basis. Our research reflects our cur-

rent views on investment ideas, sectoral attrac-

tiveness, market trends and developments, 

valuations and asset strategy implications. In 

the period of June-December 2017, Team 

Samriddhi published as many as 11 reports, 

ranging from SIRs on Consumer Goods, Ce-

ments, Diversified Financials, Infrastructure to 

SERRs on Bharti Airtel, SBI, Hero Motocorp 

and Shree Cements and a full-fledged SPSR on 

The Indian Equity Market Bull Run. Our re-

search corroborates with and substantiates our 

investments to achieve returns in step with the 

risk we shoulder. 

Over its effective investment period, 

Samriddhi has generated ~33% returns on a 

price-weighted basis (~29% if we weight for 

value, which is affected by withdrawals and 

reinvestments at the onset and culmination of 

the respective academic year). It serves to re-

mind that the Investment Return for the first 

set of investors, measured on an allocation-

weighted basis, is 28%. So effectively, our first 

set of investors have reaped c.28% returns 

over a period of one-and-a-half years. While 

comfortably beating the NSE200 with a ~6.6% 

cumulative outperformance (price-weighted), 

we take greater comfort in generating a Sharpe 

Ratio of 3 and reducing our downside risk to 

6.75% as a result of the quality of our invest-

ments and the safety that the market attaches 

to them. Team Samriddhi aims to embark up-

on a brighter future with a mission to imbibe 

the necessary elements of the art and science 

of valuation, investments, and wealth creation, 

to its investor universe. This we promise to do, 

treasuring our investors’ expectations closest 

to the heart. 
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Finomenon Journey 

Finomenon is not just a cell, it is The Mecca of Fi-

nance at NMIMS. It is one of the most coveted cells 

at NMIMS, has a legacy spanning over a decade. It 

endeavours to enrich the knowledge of finance 

among the student fraternity. 

It provides a platform for the finance enthusiasts to 

strengthen their involvement in finance & further 

sharpen their skills in various specializations. 

A firm believer in the principle of investing in 

knowledge, Finomenon comes forward with differ-

ent initiatives inspiring and motivating students to 

understand the intricacies of the financial world and 

apply their aptitude to tackle the various problems 

related to the field. 

Finance week comprises week-long competitions 

and fun events. This year we had: Dice of Zeus, 

Stock Mogul and Best Finance Manager. We re-

ceived registrations from top B-Schools and all the 

events were a huge success.  

Finance Week 
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Illuminar, the annual NMIMS Finance Conclave is a 

student run initiative. Over the years, the conclave 

has evolved into a platform wherein distinguished 

guests from Investment  Banks, PE/VC Industry, 

Consulting Firms, Media & Journalism and Alumni  

Base are invited to share their views with respect to 

the current economic and financial scenario. 

Last year we had eminent speakers from the indus-

try like Mr. Amit Jain, MD - Blackstone Private Eq-

uity, Mr. Dharmakirti Joshi, Chief Economist - CRI-

SIL Ltd, Mr. Rishi Aswani, Director - Duff & Phelps 

India, Mr. Arun Thukral, MD & CEO - Axis Securi-

ties Ltd. and Mr.Anil Sarin, Executive VP - Edel-

weiss Capital.  

Illuminar 

Finomenon organized a talk on ‘Careers in Fi-

nance’ by Mr. Peeyush Chitlangia (Founder of 

FinShiksha) for the entire batch. Along with the 

guest speaker, it was also an interactive session 

with the seniors, where all the queries were solved, 

anxieties addressed and myths debunked. It was 

an initiative to guide the students of 1st year to 

choose their specialization and address the fear of 

Finance among them. It also included doubt clear-

ing sessions for Financial Accounting.  

Decoding Finance 

An initiative exclusively for Finomenon Juniors to 

learn in depth about the current topics like the Fed-

eral Reserve, Non Performing Assets, Goods & Ser-

vices Tax. The presentations were prepared by the 

Finomenon Juniors in an initiative that we learn and 

grow as a group.  

B’Talks 

The first fun event of the year, Bean Counters was a 

part of the intra college fest Parichay. It was an ice 

breaker event for the first year students where 

games like Taboo, Pictionary and Treasure Hunt 

was conducted which were fun-filled and related to 

the financial world.  

Bean Counters 
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As a part of Augustus, we organized the event Walk 

the Stock, a mock stock trading competition. It was 

an intra college Finance event where both the first as 

well as second year students battled out over 2 

rounds - quiz and crossword to reach the final round 

to experience the real world stock trading.  

Walk The Stock 

In continuation with various initiatives by Finome-

non to remove the fear of finance among students 

and prepare them for upcoming Summers & Com-

petitions, a Certified Workshop on Financial Model-

ling was conducted by Forevision. It was conducted 

by Mr. Abhisek Salecha, an alumnus of NMIMS and 

gave students an in-depth knowledge on Valuation.  

Financial Modeling Workshop 

A competition restricted to Finomenon Juniors on-

ly, Finshodhan provided a great opportunity to 

learn and prepare for Summer placements. It cov-

ered research on multiple companies and valuation 

techniques which were judged by the Senior Mem-

bers and the Fund Managers.  

Finshodhan 

In an attempt to connect with the investors of 

Samriddhi we  organized two Investor Meets. It 

covered important aspects associated with reading 

reports, fact sheets, making investment decisions 

and understanding how to analyse the company 

fundamentals. It also included Explanation of Stock 

Allocation, Screening, and Selec-

tion Process for Samriddhi Equity Fund along with 

the fund performance. Discussions on the Sector & 

Equity Research Report, Samriddhi Intelligence Re-

port and Samriddhi Portfolio Strategy Research re-

ports prepared by Samriddhi were also taken up.  

Samriddhi Investor Meet 

In an effort to prepare the entire batch for the Sum-

mers, Finance Dossier and Summerthan articles 

were prepared by Finomenon. Summerthan articles 

collated the recent world happenings with insights 

for easy understanding of various topics like the SBI 

Merger, Cryptocurrency, Bankruptcy Code, Nifty 

@10K, Softbank's $100 billion vision fund's implica-

tion in India, etc.  

Summerthan 
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We had a couple of speakers from the industry ad-

dressing the batch in the speaker series in Septem-

ber. Mr. Peeyush Chitlangia from FinShiksha talked 

about Valuation Nuances – How to choose a stock 

in Growth markets. Mr. Vedant Shah, founder of 

White Knight Ventures talked on Investment Bank-

ing which also covered Modeling and role of Data 

Analytics in the changing world. 

Speaker Series 

The flagship pan-India Equity Research Competi-

tion where one gets an opportunity to compete 

with other budding analysts from top B-schools 

across the country. Through this competition one 

stands to gain the knowledge as to how equity re-

search is conducted, how stocks are valued, how 

industries operate during the good and the bad 

times, and more importantly how to scope the fu-

ture for the stock.  

Moolyankan 

Finomenon believes in helping out and being 

available all the time for Junior as well as the Sen-

ior batch.  We played an important role in prepar-

ing the batch for the Finals. Winterthon was an ini-

tiative where we, as a team prepared Group Dis-

cussion topics and Industry Research Reports and 

circulated it across the entire batch. 

Winterthon 

Finomenon Family 

2017-18 
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A Walk Down the Memory Lane 

Finomenon is not just a tag that we have worn 

on our backs, it’s a symbol of passion and a 

deep love for learning. Finomenon is not just 

networking with the best minds in college, it’s 

about friendships and bonds that we’ll remem-

ber and cherish forever. Finonemon is not just a 

set of tasks completed, its sharing experiences 

and getting guidance at every step of the way. 

Finomenon is not just a cell, it is a box full of 

memories the seed of which was sown about a 

decade ago and which has been giving tremen-

dous fruits over all these years thanks to the ef-

forts put in by the all the seniors. As we cur-

tains come closing down this year’s events, we 

conducted an Alumni meet to reconnect with 

Finomenon seniors and reminisce old days.  

Below are some of the snapshots from the 

event. 

Manish has completed his B.Com (Hons.) 

from St. Xavier’s College, Kolkata. He was 

the Asia Pacific finalist for CFA Research 

Challenge. He is currently working as a Delta 

One Analyst at Credit Suisse 

MANISH AGARWALL 

Alumni Reconnect 

Describe your journey at NMIMS - Your most 

memorable moment 

The first year of MBA was more of a rat race 

where people competed to get the best summer 

placements. Being the President of Finomenon, 

it was a huge challenge for me as we had to 

raise money for Samriddhi and it was not easy. 

Along with that I was also working on the CFA 

RC Challenge where we were in the top 5 teams 

of Asia-Pacific Region. One of the most memo-

rable moment when I look back is standing in  
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Bangkok for the final presentation of CFA RC. 

It was a very proud moment for us to give our 

presentation to the Panel of judges. 

What were the major challenges faced at 

NMIMS and how did you overcome them? 

They were quite a few challenges while work-

ing for Finomenon, particularly Samriddhi as 

we had no precedence and started the opera-

tions from scratch. We had to take a lot of deci-

sions, things went wrong but there was a team 

of wonderful people with whom it was easier to 

sail through. I owe the success of the year to 

this team and the constant help and guidance of 

Joshipura Sir and my seniors.  

Favourite Subjects and Faculties 

Faculties – Its been quite some time and its hard 

to recall the subjects. But one of the best faculty 

was Ms. Chandrima Sikdar who taught us a 

half credit course in Economics. She was amaz-

ing and very confident about the subject and 

whatever she taught. Mr. Amit Rangnekar was 

a repository of knowledge and helped us for 

our CFA RC. Joshipura Sir was a professor both 

inside and outside class. He was one of the 

greatest help for academics as well as for CFA 

RC. My favourite subjects would include Mar-

keting of Financial Studies taught by Shriram, 

who was the HoD of Marketing.  

Describe your internship experience briefly. 

Prime Services is a profile which is not there in 

India and is not taught about in any B-school. 

To know about the business of different teams 

and their interrelated nature, we were given 

adhoc projects from them. It is a complicated 

business, so the first two weeks went in settling 

down and talking to people around to figure 

out the business. I worked closely with the 

Trader who now works from out of India. 

Sometimes there was no work and then at times 

we had 2-3 deadlines to meet. Credit Suisse had 

an open culture and people at any level were 

easily approachable. The people were friendly 

in nature and we addressed everyone by their 

name and not Sir as we were always in the hab-

it of.  

Things that you learnt at NMIMS which 

helped you in giving your career a head start  

I think confidence is the key to a successful start 

in my career. People specializing in Finance 

tend to see Marketing as a lower discipline, 

with lesser value.   

How did you balance your time? 

I think one should choose the classes that add 

value and try and not mess with those. Being in 

a B-school I never had weekends. Though I 

would say I found it hard to find time even af-

ter getting a PPO and did not even get a chance 

to visit Goa (which I am not proud about), I 

worked day-in and day-out and somehow man-

aged time and classes both.  

Ekta has done her B.Sc. in Economics from St. 

Xavier’s College, Kolkata. She was a National 

winner and finalist in Asia Pacific Region of 

CFA research challenge. She is currently 

working in Deloitte  

EKTA CHHOTARIA 
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Describe your journey at NMIMS - Your most 

memorable moment 

I have had many memorable experiences of col-

lege life. It's hard to pick one. However, the best 

ones were the times spent with friends, camp-

ing, spending nights talking about life, the 

drives to South Bombay, outings and hanging 

out for long hours. They were a combination of 

geeks and fun lovers. Without me realising it. I 

ended up having the best of both worlds.Like 

everyone who thinks their MBA life was the 

best, I do too. 

What were the major challenges faced at 

NMIMS and how did you overcome them? 

MBA life is tough when we are expected to 

meet all the deadlines and we seem to have no 

time for anything. I realised that patience and 

belief are the two things that are needed to 

walk through the path of seemingly unending 

obstacles in life. 

Favourite Subjects and Faculties. 

1) Strategic Cost Management by Dr. Debashish 

Sanyal and Dr. Smita Mazumdar- The course 

was full of practical and experiential learning, 

involved interactive teaching, and required 

high-level of preparation for each class. 

2) Marketing of Financial Services by Dr. Sree-

ram- He will make you work for every session 

but you will definitely learn a lot. 

Describe your internship experience briefly. 

I interned at General Electric (Pune) in financial 

management program.I  performed account 

reconciliation for the purpose of cost audit and 

identified CETA codes. Also, I tested an ERP 

model for their new project and standardized 

the process for future testing. Most challenging 

part of my work was to coordinate with around 

15 people for the purpose of testing. I learnt 

how to work with different people in different 

situations. 

The GE Pune finance office was in their Chakan 

factory,which is 1 hour from the main city. It 

was a different experience to work there. I met 

a lot of inspiring people and it gave a great pic-

ture of living the real world. 

Things that you learnt at NMIMS which 

helped you in giving your career a head start. 

After MBA we are all thrown into an unknown 

world from day one, for which we have high 

expectations and ambitions. The experience at 

NMIMS, helped me to adapt better in an unfa-

miliar environment and fight for the right 

choices in life. 

Key takeaways from MBA programme at 

NMIMS 

The key takeaway would be the importance of 

balancing social,career and academic life. It is 

important to balance sacrifices in one area with 

others and to spend most time learning without 

worrying much about getting perfect grades. 

How did you balance your time? 

There was a time when CFA research challenge 

nationals,project deadlines, trimester examina-

tion, and placements were all knocking at the 

door. It was most difficult to balance time then. 

I prioritised my work for everyday and stayed 

focused on the tasks to be completed with the 

belief that things will work out at the end  
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Recapitalization– A Road to Recovery 
 

Recapitalization involves restructuring the com-

pany’s debt and equity mixture. This is usually 

done to make the company’s capital structure 

more stable. For example, preference shares can 

be replaced by bonds in the capital structure of 

the company. Recapitalization is usually done 

in order to minimize taxes, implement an exit 

strategy for the venture capitalists and to de-

fend against a hostile takeover.  

There are several features of recapitalization 

scheme of the government like involvement of 

private shareholders of Public Sector Banks 

along with the requirement that parts of the 

capital need to be met by market funding. Also, 

this will help banks who have addressed their 

balance sheet issue and are in a position to use 

fresh capital injection for immediate credit crea-

tion can be given a priority. 

Also, by deploying recapitalization bonds, the 

government will front-load capital injection 

while staggering the attendant fiscal implica-

tions over a period of time. This scheme will 

also ensure that banks are able to absorb losses 

arising out of bankruptcy procedures and write 

downs without compromising on their capital 

adequacy ratio.  

Features of Recapitalization Scheme 

In the month of October 2017, the government 

of India announced a ₹2.11 trillion recapitaliza-

tion package to revitalize public sector banks 

that grappled with non-performing assets and 

inadequate capital. This plan was also a step in 

the direction of focusing on the credit growth 

of these banks. Of the total, 1.35 trillion rupees 

would be invested in the form of recap bonds 

and the remaining 760 billion rupees would be 

invested through support and market – based 

fund raising. This move by the government 

would help in improving the lending capacity 

of the banks and money would be infused in 

the MSME sector. This scheme of the govern-

ment of India will function in two steps: 

• In the first step, the government will issue 

securities to the banks 

• In the second step, cash that is received 

from the securities will be ploughed back 
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Merits of Recapitalization of Banks 

• Small entrepreneurs feel that recapitaliza-

tion is in the favor of big companies 

• This scheme can also result in a moral haz-

ard with more companies defaulting 

• There can be a real sustainable growth only 

if debt issues are resolved and toxic assets 

are taken off the balance sheet.  

• Increase in sovereign Debt to GDP ratio  

• Lending to the private sector will go up as 

public-sector banks will now be able to get a 

relief from their stressed balance sheet 

• Easier to comply with Basel III norms of cap-

ital requirement 

• This scheme of government of India would 

not have much impact on fiscal deficit as it 

would be cash neutral 

• Promote the banks to recognize the losses 

and aggressively pursue loan recovery 

• It will help in increasing investments and 

overall economic growth 

Demerits of Recapitalization of Banks 

Public Sector Banks are burdened with 

NPA’s which is the result of indiscriminate 

lending by them initially. The capitalization 

package of the government can serve as a 

relief for the capital deprived public sector 

banks but that is not sufficient. Public Sec-

tor banks are facing several issues like ina-

bility to come up with differentiated prod-

ucts and trade unionism and in order to 

solve this major problem, the government 

will have to tackle the issue of human re-

sources to some extent and will also have to 

lean on the Banks Bureau Board to fix it. 

Since banks are always susceptible to a cri-

sis situation, it would be in their interest to 

come up with certain improvement plans 

that can help in the success of this scheme. 

Appointing high quality management team 

can be one solution in order to solve this 

problem. 

Though, the government hasn’t signaled 

what is in store for the banking industry in 

the future, it will have to be careful in plan-

ning its next step and would have to ascer-

tain a proper vision. 

Written By – Devanshi Sharma 

Junior Member, Finomenon 



32 

THE FINANCIAL, 2017-18 

Nifty@10600 – How Should Investors, Especially 

The Retails, Perceive These Levels? 

Every day, more and more evidence is seen to 

emerge that investors have started to doubt 

their decisions with regards to their long posi-

tions in equities. There has been an increasing 

predicament on whether the thrill to buy valua-

ble and growing businesses is actually worth it, 

at least as of now! Also, there is a clear ambigui-

ty on how risky the market is given the current 

state of things! Well, let’s try and put an end to 

this equivocation and try to decipher the ig-

nored message of the markets how do it signify 

the present-day magic number of 10600. 

Fundamentally, we can attribute the following 

major reasons to the stellar bull run that we are 

witnessing right now, in fact from the past 12-

14 months: 

• BJP’s victories in Uttar Pradesh, Uttarak-

hand, Himachal Pradesh, Gujarat, etc. 

which sets it up for an almost definite vic-

tory in 2019  

• An expectation of a populist budget which 

will revive rural demand, with a bang, 

which was till now dwindling post de-

monetization 

• Signs of pick up in corporate earnings, 

with overall interest being quite positive 

from all around the globe 

• Hefty inflow of retail money in mutual 

funds and alike, which are driving the do-

mestic liquidity play and taking prices fur-

ther north, and maintaining them there as 

well 

It’s just been less than 14 months into the latest 

rally that the market has been enjoying (post 

December 2016) and the Nifty50 has already 

soared by a solid 30%. But one thing has not 

changed at all – The outlook of investors, espe-

cially the retails, towards the lovely, yet worri-

some ‘10600’. But wait! Where’s the bubble?  

Nifty50? S&P BSE Midcap?? S&P BSE Small-

cap??? Let’s dive deeper… 

Coming to the values of the not-so-popular yet 

unparallelly important PE, PB & Dividend 

Yield of the famed index Nifty50, as on 8th Janu-

ary 2008 (The date before the 2008 crash started) 

and 8th January 2018 (Current date) are: 

Now these numbers are definitely going to raise 

some eyebrows, and why wouldn’t they? The 

PE ratio of the index is terrifyingly similar to 

that before the dreaded 2008 market crash. The 

variance in the 2008 and 2018 PB ratio signifies 

that the prices of the stocks comprising of the 

index have not yet swollen to the 2008 levels 

relative to the assets they hold. Also, on a usual 

basis, Dividend Yields closer to 1.1% indicate 

overpriced shares and that above 1.4% indicate 

otherwise. Hence, one can say that they still 

have some ground to cover. So, what should a 

retail investor do now? Is there a reason to be-

lieve that the bull run is at its peak now and 

will soon be out of steam? Here’s another per-

spective:  

The same investors who were dead worried to 

invest during the Demonetization episode 

(ironically, we have enjoyed one of the best ral-

lies after that episode) are now wary of a so-

called ‘imminent bubble burst’. It is now  

Metric Jan 8th, 2008 Jan 8th, 2018 

PE Ratio 28.29 27.16 

PB Ratio 6.55 3.58 

Dividend Yield 0.82% 1.07% 



33 

THE FINANCIAL, 2017-18 

becoming an unequivocal common feeling that 

our market is nearing overvaluation and it 

would be wiser for investors to wait for some 

correction before initiating fresh long positions 

again! But why? 

At the time of me writing this article, the index 

was heading towards 10700 and then 11000. 

Think about it… Nifty50@11000... Flabbergast-

ing right? No one had, earlier, even dreamt of 

10000 and now we are talking 11000. So, with 

so much of an uncertainty based bull run, does 

playing the waiting game and investing at low-

er levels seem like the right game ploy? Yes, 

and it does sounds reasonable. But that is what 

differentiates a well-informed investor from a 

well-informed trader. And why do investors 

feel a correction is on the cards? 

• Are companies reporting poor earnings? 

NO… In fact, there are clear signs of re-

vival! 

• Are institutional investors pulling out 

money? NO… In fact, FII/FPI & DII buy-

ing is at record highs! 

• Are there signs of geo-political tensions in 

our country? NO… In fact, they have re-

ceded! 

• Is the government unstable? NO … In 

fact, the recent victories show a totally 

different story! 

• Is the global macro-economic environ-

ment sluggish? NO… In fact, the world 

economy has, with evidence, picked up 

reasonably. 

Then why does the market seem ripe for a 

crash, or say, a correction? For starters, feeling 

in the stock market is no different than the feel-

ing while gambling in a casino. With regards to 

stocks, there is only analysis and research. Guts 

might earn the investor some money, but she/

he needs to be lucky in that case, and that is 

something that most of us are not, especially in 

the market. Yes, traders always tend to book 

profits in the slightest of the rallies, but that is 

what makes them good traders and not good 

investors. If a good trader does not speculate 

the next Nifty50 levels, well, that makes him/

her a bad trader. And, we all know the conse-

quences of trying to time the market, which, as 

we’ve seen over the years, is impossible and 

absolutely unnecessary. 

Let us understand this with the help of some 

very well-known blue-chip examples. If the cur-

rent 10600 levels seem too steep for fresh in-

vestments, you would have thought in a similar 

way when Nifty50 crossed made its then high 

of 9119.20 back in March 2015, and  
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reregistered its first high post that in March 

2017. But what if you had invested in the right-

ly researched stocks at those then-insane levels 

and waited? Have a look in the graph. 

These 4 marquee stocks gave investors an envi-

able 138% average gain, if they were invested 

into, even during the exact time when the Nif-

ty50 made its then all-time-high, in spite of 

them being large-caps, and that too in just 2¾ 

years’ time. Such stellar returns are something 

that cannot be ignored. Sure, waiting for the 

market to correct and then investing again and 

repeating the cycle every time would’ve have 

bettered the gains, but the point to prove here 

is, there is no such thing as market-highs and 

market-lows unless you invest in the right com-

panies. Also, doing the former is timing the 

market, which is almost impossible, even for 

legendary investors. 

We, as humans, are very aspirational, and this 

makes us want things that we cannot have. 

And, in the very process, we take our first fatal 

step of misinterpreting the risks. We are often 

afraid of some risks more than the evidence 

suggests that we should be, and sometimes, we 

often ignore the risks which are clearly stated 

by the evidence, well, due to the euphoria tak-

ing over! From an investor’s point of view, ‘The 

biggest risk is the risk of interpreting the risk 

incorrectly.’ Well, this might sound confusing 

at first, but this is what we, the investor com-

munity, have been doing, for the longest of 

times. Let us understand this tendency of exag-

gerating dramatic but rare risks and downplaying 

common risks with the help of some simple real-

life examples: 

• We fear more about volcanoes than we do 

about slipping on the bathroom floor, 

even though the statistics clearly prove 

latter kills more people than the former.  

• We ignore hundreds of car crashes that 

take place every day, and they hardly 

make front page news, but one airplane 

crash saturates the media for weeks, even 

though the probability of the latter is way 

less than the former. 

This puts to light one very simple yet crucial 

observation: Our inability to perceive the actual 

risk, correctly, in most situations. We always 

end up underestimating or overestimating the 

gravity of any situation, especially where mon-

ey is involved. Instead of making rational deci-

sions, we end up succumbing to those first im-

pressions and thereby fall in love with the 

stocks and rallies that are actually going to hurt 

us big time in the future. 

On the other hand, legendary long-term inves-

tors like the Warren Buffets and the Peter 

Lynchs search for investments where the per-

ceived risk is higher than the actual investment 

risk. In fact, higher the better. Remember, all 

stocks have a certain amount of real risk that 

must be assumed when buying it. Hence, the 

goal of an investors, especially during times 

like Nifty@10600 should be very clear: Take ad-

vantage of those mispriced stocks where the 

perceived risks have an upper hand over the 

actual uncertainty, and ride them till they win. 

The bottom line is, only two things should mat-

ter to an investor and nothing else 

• Is the company having a good business 

model? 

• Is the growth sustainable?  

If these two are taken care of, no Nifty levels, be 

it anything, can stop an informed investor from 

make some enviable profits in the future.  

 

Written By—Dhruv Goda 

Junior Member, Finomenon 
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