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SURABHI

Mumbai, October 31

Gold accounts for a large pro­
portion  of  Indian  household
wealth  and  this  asset  has
been coming in handy during
the  period  of  fi�nancial  stress
caused  by  the  pandemic.  De­
mand  for  gold  loans  was
strong last fi�scal year and the
trend  continues  in  2021­22
too.

Demand  for  gold  loans
from  micro  enterprises  and
individuals  –  to  fund
working  capital  and
personal  require­
ments,  respect­
ively  –  has  in­
creased  with  the
pick­up  in  eco­
nomic  activity
and  the  onset  of
the  festive  season,
which  coincides  with
the  easing  of  lockdown  re­
strictions  by  several  States,
stated Crisil in a recent note.

Loans  against  gold  jew­
ellery  portfolio  of  scheduled
commercial banks surged by
59.1 per cent to ₹�63,770 crore
as  on  September  24,  2021
from  ₹�40,086  crore  as  on
September,  2020,  according
to data with the Reserve Bank
of  India.  SCBs  LAGJ  portfolio
stood  at  ₹�28,163  crore  as  on
September 27, 2019.

Q2 disbursements
Second  quarter  results  of
banks  reveal  a  continued  de­
mand  for  gold  loans  while
gold loan­focussed non­bank­
ing  fi�nance  companies  also
said  there  continues  to  be  a
robust  appetite  for  these

loans.
“We  remain  optimistic

about  gold  loans.  Year­to­
date,  gold  loans  have  in­
creased by 26 per cent and we
forecast a growth of 25 to 30
per  cent  for  gold  loans  this
fi�scal,” said Shyam Srinivasan,
Managing  Director  and  CEO,
Federal Bank after the second
quarter results.

The  private  sector  lender’s
gold  loan  disbursals  rose  to
₹�15,976  crore  in  the  quarter­

ended  September  30,
2021.

CSB  Bank  also
reported  a  10.3
per  cent  year­
on­year  in­
crease  in  gold
loans  for  the

second  quarter
of the fi�scal.
Second  quarter

results  of  gold  loan­fo­
cussed  NBFCs  –  Muthoot  Fin­
ance  and  Manappuram  Fin­
ance – are likely to shed more
light  on  this  trend  but  ana­
lysts  said  that  they  are  likely
to have seen good growth.

“We  expect  a  healthy
growth in the gold loan port­
folio  for  Manappuram  Fin­
ance  and  Muthoot  Finance
given  the  various  attractive
interest  schemes  introduced
by these gold fi�nanciers to at­
tract  high  ticket­size  gold
loan  customers.  Since  gold
prices have been stable, we ex­
pect  gold  fi�nanciers  to  off�er
some  reprieve  to  customers
(especially  those  who  con­
tinue to pay the interest com­
ponent) to repay rather than
rush  to  auction  off�  their

gold,” said a recent report by
Motilal Oswal.

IIFL Finance also reported a
19  per  cent  year­on­year
growth in its gold loans AUM
to ₹�13,600 crore as of Septem­
ber 30, 2021.

Will growth sustain? 
Umesh  Mohanan,  Executive
Director  and  CEO,  Indel
Money  pointed  out  that  the
economy  is  getting  back  on
track  but  a  large  number  of
sectors  are  still  badly
impacted.

“People trying to reopen or
restart  their  businesses  need
urgent cash, and for this gold
loan is a convenient and fast
option that does not require a

credit check. Gold is in fact be­
coming an alternative capital
option,” he said.

Indel Money has registered
a growth of 25 per cent year­
on­year in gold loans and ex­
pect the demand to continue.
The  average  ticket  size  of
loans  is  ₹�75,000­85,000  and
the average tenure is 1 year.

Experts  point  out  that
small business owners, many
of  whom  took  the  morator­
ium  or  restructuring,  may
now  fi�nd  it  diffi�cult  to  get  a
loan from the bank. 

In  this  case,  gold  loans
prove to be a useful option.

VP Nandakumar, Managing
Director  and  CEO,  Manap­
puram  Finance  said,  “With

the  unorganised  sector  also
getting back on its feet, we ex­
pect  improved  growth  in
gold  loans,  microfi�nance,  as
well  as  our  other  business
verticals.”

Assets under management
(AUM)  of  non­banking  fi�nan­
cial  companies  (NBFCs),
which  primarily  off�er  loans
against  gold,  is  expected  to
rise 18­20 per cent to ₹�1.3 lakh
crore this fi�scal, according to
Crisil’s forecast.

PSBs lead
According  to  a  recent  report
by ICICI Securities, the organ­
ised  gold  loan  industry,  in­
cluding agriculture loans, has
grown  at  an  even  stronger

pace since 2018­19, with a near
31 per cent growth in 2020­21
due  to  the  cautious  stance
taken  by  fi�nancial  institutes
in other loan products due to
pandemic­hit  economy  and
higher gold prices.

Public  sector  banks  held
the  largest  market  share  of
the  organised  gold  loan  in­
dustry (excluding agriculture
loans) at about 44 per cent in
2017­18,  compared  to  34  per
cent of specialised NBFCs and
12  per  cent  of  private  sector
banks.

The  report  estimated  that
overall,  the  market  share  of
banks  in  the  organised  gold
loan  industry  including  agri
loans,  increased  to  about  75

per  cent  in  2020­21  from
about 73 per cent in fi�scal year
2019­20.

“If  banks  versus  NBFCs
share  in organised gold loan
industry  including  agricul­
ture loans is observed, banks’
share is estimated to have in­
creased  in  fi�scal  year  2020­21
on the back of  increased LTV
or loan to value and risk aver­
sion  by  banks  in  other  loan
products,” it noted.

However,  operationally  in­
tensive  nature  of  the  busi­
ness,  existing  well­distrib­
uted  infrastructure  across
India  and  a  well­established
client  base  provide  strong
business  moats  for  special­
ised NBFCs, it said.

Online  gold  loans  are  also
now catching up.

Federal Bank in its investor
presentation  said  disbursals
through fi�ntech enabled gold
and micro lending platforms
crossed ₹�3,800 crore.

Recently,  asset­backed  di­
gital  lending  platform  Ru­
peek  has  signed  an  agree­
ment  with
Kerala­headquartered  South
Indian Bank as a lending part­

ner  to  provide  online  gold
loan  services.  The  service  is,
however, initially available in
limited cities.

Gold prices, repayments
Experts note that gold prices
have  been  stable,  which  has
led  to  low  delinquency
amongst  borrowers  and  has
helped NBFCs fare better than
banks in the business.

“While  there  has  been  a
moderation in gold prices in
the  second  half  of  FY21  with
around 10 per cent decline in
gold  prices  over  peak  of  Au­
gust  2021,  the  decline  has
been  moderated  in  year  to
date  2021­22,”  ICRA  said,
adding that gold  loan NBFCs
have  reported  low  gross  net
performing  assets  (GNPAs)
since fi�scal year 2017­18.

Many  NBFCs  are  also  re­
working  the  typical  one­year
tenure  for  gold  loans  to
shorter  tenures  of  three
months or six months.

Gold  loan  auctions,  which
saw  a  spurt  earlier  this  year,
are also likely to normalise as
the  economic  conditions
improve.

Why gold loans continue to glitter in these trying times
As economy unlocks, micro enterprises,

individuals are turning to gold loans for
working capital, personal needs
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Mumbai, October 31 

The  Government  should  ensure
that the existing tax structure is
favourable  to  the  11.4  crore  tax
paying  population  that  consti­
tutes only 8.5 per cent of the pop­
ulation  but  cross­subsidises  91.5
per  cent  of  the  population,  ac­
cording  to  State  Bank  of  India’s
economic  research  report,  Eco­
wrap. 

The report assessed that of the
total population, 8.5 per cent con­
tribute to ₹�75 lakh crore or 65 per
cent  of  the  private  fi�nal  con­
sumption expenditure.

“Hence it is important and eth­
ical that even as we formalise, we
must support honest tax­paying
households through a better de­
signed tax structure, particularly
indirect taxes on items like fuel,”
said Soumya Kanti Ghosh, Group
Chief Economic Advisor. 

Formalisation of economy
SBI’s  economic  research  depart­
ment  (ERD)  estimated  that  cur­
rently,  the  size  of  the  informal
economy  is  possibly  at  max­
imum 15 to 20 per cent of formal
GDP.  There  is  wide  variation
across  sectors,  though,  with

formal  sectors  like  fi�nance  and
insurance  expanding  post  pan­
demic. 

India has a large informal eco­
nomy with around 93 per cent of
its total workforce earning their
livelihoods  as  informal  workers
(NSSO 2014). 

“Though the pandemic has led
to huge devastating impact on all
the  sectors  of  the  economy,  the
impact has been felt more by the
informal sector. While the formal
sector is now back to its pre­pan­
demic level, the informal sector
still continues to bear the brunt.
However, there has been a posit­
ive development in the economy
amidst the pandemic. Owing to
the various eff�orts of the Govern­
ment, there has been an increase
in  the  formalisation  of  the  eco­
nomy,” Ghosh said. 

Based on EPFO data, ERD estim­
ates  almost  36.6  lakh  jobs  have
been formalised till August 2021. 

Referring  to  e­Shram  portal
data, ERD said 5.7 crore unorgan­
ised  workers  (October  30  and
counting) have registered in the
fi�rst two months after its launch,
with  62  per  cent  of  workers  be­
longing to the age­group of 18­40
years and 92 per cent registered

workers having monthly income
of less than ₹�10,000.

Based on specifi�c examples, at
least ₹�13 lakh crore have come un­
der the formal economy through
various channels over the last few
years,  including  the  recent
scheme  on  e­Shram  portal,
Ghosh said. 

e-Shram
The ERD noted that e­Shram is a
big  step  towards  the  formalisa­
tion of employment as its calcu­
lation indicates that till date, the
rate of formalisation of unorgan­
ised  labour  due  to  e­Shram  is
around  17  per  cent/₹�6.8  lakh
crore/3 per cent of GDP in just 2
months. 

e­Shram  portal,  developed  by
the Ministry of Labour & Employ­
ment,  is  a  national  database  of
unorganised  workers  including
migrant  workers,  construction
workers, gig and platform work­
ers, etc. 

It  has  details  pertaining  to
name, occupation, address, edu­
cational qualifi�cation, skill types
and  family  details  etc.  for  op­
timum  realisation  of  their  em­
ployability and extends the bene­
fi�ts of the social security schemes
to  them.  State­wise  data  shows
that top four States accounted for
72  per  cent  of  total  registration
on e­Shram, with West Bengal on
the top followed by Odisha and
Uttar Pradesh. 

Occupation­wise,  workers
from  the  agriculture  sector  ac­
count for 55 per cent of registra­
tion  followed  by  construction
sector  (13  per  cent).  Of  the  5.7
crore registered workers, 81.2 per
cent  or  4.6  crore  have  bank  ac­
counts but only 24 per cent or 1.1
crore  workers  have  Aadhaar­
linked bank accounts. 

SBI’s ERD observed that even in
agriculture,  the  usage  of  KCC
(Kisan  Credit  Cards)  has  in­
creased signifi�cantly and it estim­
ates  ₹�4.6  lakh  crore  formalisa­
tion  only  through  KCC  route,
with more marginalised farmers
coming  under  the  banking  sec­
tor ambit through such usage. 

KCC is issued by banks to farm­
ers  to  meet  their  short  term
credit  requirements  for  cultiva­
tion  of  crops,  post  harvest  ex­
penses, produce marketing loan,
consumption  requirements  of
farmer household among others.

Rate of formalisation of unorganised

labour is 3% of GDP in just 2 months due

to e-Shram portal, a national database

Govt should support honest taxpayers 
by tweaking the system: SBI Ecowrap

Size of informal economy is

likely at 15-20% of formal GDP

BHAVIK NAIR 

Chennai, October 31

The  bond  market  continues  to
wait  for  the  much  needed  sup­
port from the central bank even
as yields nudged the 6.4 percent­
mark  again  this  week.  The
benchmark  yield  closed  the
week  at  6.39  per  cent,  up  four
basis  points  from  the  previous
week. 

One  of  the  two  contributing
factors to the rising yields ­­ the
US  treasury  yields  ­­  did  soften
this  week.  The  10­year  US  treas­

ury yield came down all the way
to  1.55  per  cent  last  week  from
1.64  per  cent  the  week  before.
However, crude prices, that have
been  keeping  pressure  on  the
domestic  bond  yields,  contin­
ued  to  remain  at  the  higher
levels  last  week.  Brent  price
crossed  $86/barrel  before  clos­
ing the week near the $84/barrel
mark. 

Higher cut-off
Moreover, the cut­off� rate on the
variable  rate  reverse  repo  auc­
tions continues to remain high.
The  central  bank  conducted  a
seven­day VRRR auction wherein
the  cut­off�  came  in  at  3.99  per
cent. Earlier this month, the cut­
off� on a seven­day VRRR auction
had come in at 3.61 per cent. The
RBI has also announced a 28­day

VRRR auction next week, indicat­
ing a higher tenor. Market parti­
cipants say although the central
bank’s  stance  on  liquidity  was
made clear during the monetary
policy  and  a  hike  in  quantum
was expected, an increased tenor
does not help under the current
market  conditions  where  noth­
ing is helping the yields. 

Vijay Sharma, Senior Executive
Vice­President  at  PNB  Gilts
opines that the RBI's support to
bond  market  is  missing  cur­
rently. “Recently, there was an an­
nouncement  for  VRRR  auction
that  had  a  higher  tenor  of  28
days.  All  this  seems  to  indicate
that the central bank is still not
uncomfortable with the current
level  of  yields.  The  market  has
lost  its  momentum  and  till  the
point in time that you see a help­

ing hand from the RBI, you may
continue  to  see  the  yields  at
these  levels.  The  market  did  at­
tempt  a  recovery  but  lost  its
mojo  quickly.  With  each  and
every day that the central bank is
delaying  its  comeback,  the
chances of 6.4 per cent level on
the  benchmark  yield  getting
breached  are  increasing.  The
only  thing  that  was  fi�nding
some  sort  of  favour  from  the
market  was  the  fl�oating  rate
bonds.  With  the  central  bank
conducting  a  massive  switch
auction,  even  the  demand  for
FRBs have taken a hit," he said. 

Next  week,  bond  markets
across  the  world  will  be  keenly
eyeing the US Fed meet where it
is  expected  to  announce  un­
winding of its bond­buying pro­
gramme. 

Lack of RBI support

may push it higher,

say dealers

Benchmark yield can breach the 6.4% mark

BOND WATCH
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Tax Dept Provisional
Attaches J\joy Mehta'
South Mumbai Prop.

Rashmi.RaJput
@timesgrOUD.com

Flat of ex-advisor to Maha eM attached under Benami Pn
spokesperson,

Mumbai: The Income Tax de­
partmenthasprovisionallyat­
tached a south Mwnbai flat
purchased last year by Ajoy
Mehta, the former advisor to
Maharashtra chief minister
Uddhav Thackeray, under the
Prohibition of Benami Pro­
perty Transactions Act, 1988,
sources privy to the develop­
menttoldET. The department
concluded that Puns-based bu­
sinessman Avinash Bhosale
was the 'beneficial owner' of
the flat, the sources said.
The I-T department probe fo­

und that the seller; Anamitra
Properties, wasashellcompa­
ny floated by Bhosale to 'hold'
the 'benami asset' (the flat),
which he subsequently sold to
'old acquaintance' Mehta, the
sources added.
According to a valuation re­

port, the fair market value of
the property has been pegged at
~0.62 crore as of October 2020
when the sale t.ookplace.Mehta
had bought the flat for ~5.33cro­
reoMehta, however,told ETthat
it was a bonafide purchase.
"I have purchased it with my

life savings of 35years. As far
as the market rate is concer­
ned. it was bought at a price
higher than the legally go­
vernment determined market
rate." hesaid.
According to the sources, the

probe revealed that during the
purchase of the nat in 2009the
shell company took an unsecu­
red loan from Indiabulls Finan­
cial Services Ltd (IBFSL) 'un­
derthe instructions of Bhosale'
to pay both the consideration
and stamp du Iy, thereby hiking
the loan-to-value (LTV)ratio to

over 100%.
The departmentto­
und that in the fi­
nancial year200g-10,
Bhosale allegedly
paid unaccounted
cash of around

U5.20 crore to Indiabulls and
received unaccounted money
of n.7 crore. Bhosale used
this cash to purchase the so­
u th Mum bai property.
The flat was then leased to In­
diabullsandasecuritydeposit
of ~6crore was used to pay the
loan to lBFSL. However, these­
curity deposit was paid from
the proceeds of the sale of the
flat to Mehta in 2020,despite
the termination of an agree­
ment between the Indiabulls
subsidiary and Anamitra Pro­
perties in 2018.
Bhosale and Mehta were is­
sued a show cause notice un­
der Section 54 A of the Act
and asked to give evidence

UNDER THE LENS

The tax dept
concluded
thatPune­

based businessman
Avinash Bhosale was
the 'beneficial owner'
of the SaBa flat
and appear in person, but
they never presented them­
selves before the probe offi­
cer (initiating officer. in this
case). They, however. provi­
dedsubmissions in the case.
A spokesperson for India­
bulls said that the "hypothesis
mentioned around the pur­
chase of property and cash
etc. is completely erroneous
and baseless. '"
The property was mortgaged

to the company in2008anna lo­
an of <4.35 crore was given
against the mortgaged proper­
tyataninterestrateofl8% per
annum. The entire loan with
interest was fully repaid in
2011and the mortgaged pro­
perty was released after recei
ving the full loan amount. the

DEAL GONEWR!
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Notes: 1. The F'inal'lCilatR¢sl.!lts pf the cidmparty for the quafter and half year ended 30th September, 2021 h.aveMen reviewoo by the Aooil
Committee and approved b}f the Boord of Directors at their respective meetings held on 30th October•.2021 and the Umi[ed Review of the
same hasbeencarried outby theAuditors. '
2. ~ above ISan ex;traC!or the detailectformat of finanCialr~sults Illed for the quartet and half ¥flar anood30th $~pmmbaf,2Q211l1edwith
stock a.)(changas under.',regulation ,33 & other ap:i)licabha provisions. of lhe SEB! (Listing. Obngalions and Disclosure Reguirarnents.).
REH;)U'latlons. 2015. The fun fOrmats of the fimmclal results are available on the stock exchange websltes (W\vw~bsellld!a.com'and
wwwAlseindia.tom) and on the Company's website {WWW.godawru:!JJ.9Yreri!p.l!..t.cl.!!n}
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