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sumer loans which does the hea-
vy lifting to improve margins,”
said a senior private bank offici-
al. “In a way, you can say that the
rules are allowing us to subsidise
corporate loans at the expense of
retail borrowers.” 

The EBLR regime transmits the
increase to the borrowers faster.
The weighted average lending ra-
te (WALR) on sanctioned fresh
rupee loans increased by 173 bps
and that on outstanding rupee lo-
ans by 95 bps during May 2022 to
February 2023, Reserve Bank of
India (RBI) data showed.

More than four fifths of  EBLRs
are linked to the benchmark repo
rate, and they now dominate the
mix of  outstanding floating rate
loans, with the share rising to

48.3% by Decem-
ber 2022. Credit ba-
sed on MCLR eased
to 46%. Nearly
70.5% of  all out-
standing loans of
private sector
banks are linked to
the EBLR, against
35.2% in the case of
public lenders.

“Retail loan has
become a major
contributor to the
incremental len-

ding with the external benchmar-
king of  retail loan and sharp in-
crease in benchmark rates have
bolstered banks’ net interest in-
come (NIM),” according to India
Ratings. “Banks have more pe-
dals to ensure healthy NIM, and
that enables them to act aggressi-
vely for the worthy wholesale bor-
rowers. This will help high-rated
wholesale borrowers to borrow at
a finer rate from banks.”

MCLR SHELF LIFE 

The central bank had recently sa-
id it is not considering any propo-
sal to provide a sunset clause for
marginal cost of  funds-based len-
ding rate regime.

Continued on ��Smart Investing 

Costlier Retail Loans
Subsidising Advances
to Corp Borrowers 

Saloni.Shukla@timesgroup.com

Mumbai: As a mortgage borro-
wer this past year, you can’t be
faulted for feeling hard done by.

The perception is that the loan
market is generally tilted in fa-
vour of  bulk borrowing — and
appears even more so since the
early summer of  2022, when the
central bank began raising ra-
tes from record lows.

And as it did through 2022, banks
were quick to charge retail borro-
wers more on loans for buying
cars, homes or vacations. By cont-
rast, the pace of  transmission was
positively more circumspect for
corporates seeking credit, which
is more often than not priced in li-
ne with a lender's internal weigh-
ted average cost of  capital.

Central bank data showed
banks raised their external
benchmark-based lending rates
(EBLRs) by 250 basis points du-
ring May 2022- March 2023, in line
with the increase in the policy re-
po rate. By contrast, the marginal
cost of  funds-based lending rate
(MCLR) — the internal bench-
mark for loan pricing for bulk
borrowing — rose 140 basis points
over the same period.

As per the central bank’s rules,
all consumer, MSME and small
business loans should be linked
to EBLR while corporates can
continue to borrow on MCLR
linked rates.

SMALLER LOANS, FATTER MARGINS

“My margin on a retail loan is
around 6% while that of  a corpo-
rate loan is in the range of  2%.
That is why you see most banks
predominantly focusing on con-

FINER RATE FOR HIGH-RATED WHOLESALE BORROWERS 

Banks raise EBLRs 
by 250 bps during
May ’22- Mar ’23;
MCLR up only 140 bps 

Nearly 70.5%
of all loans of
private banks
linked to the
EBLR, against
35.2% in the
case of public
lenders

Flagship Adani Enterprises gains 13.2% to ̀̀ 2,632.3 on Tuesday; Group M-cap surges ̀̀ 1,78,881 cr in 3 sessions 

Adani Stocks Rally Upto 13%, Add `̀63,285 cr 
Mumbai: Adani Group stocks were among the top
gainers in Tuesday’s trade, extending their win-
ning run to the third straight day, as the Supreme
Court-appointed panel’s report continued to fuel
investor optimism. The Gautam Adani-controlled
industrial house’s shares gained between 0.25%
and 13 % on Tuesday, lifting the group’s total mar-
ket value by ̀̀ 63,285 crore to ̀̀ 10.79 lakh crore.

The committee’s report released on Friday said it
had not found ‘regulatory failure’ on allegations
of  price manipulation in the conglomerate’s
stocks and violation of  minimum public sharehol-
ding rules. Since the report has been made public,
Adani group stocks have run up between 6% and
40%, helping the group companies recoup `̀1.78
lakh crore in market value.

The Adani Group’s market capitalisation, howe-
ver, is still down ̀̀ 8.40 lakh crore since January 24,
when US-based short-seller Hindenburg Research
released a report accusing the ports-to-power
conglomerate of  ‘fraudulent’ transactions and
share price ‘manipulation’ that triggered a sharp
sell-off  in its stocks. – Our Bureau 
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Adani Enterprises 2,632.3 13.2 39.4 63.8 -23.5  3,00,077  34,964  84,839  1,16,913  -92,397 
Adani Wilmar 488.8 10.0 29.3 22.7 -14.7  63,529  5,771  14,388  11,750  -10,962 
Adani Trans 866.6 5.0 15.3 22.3 -68.6  96,668  4,601  12,856  17,652  -2,10,778 
Adani Green 989.5 5.0 14.9 84.9 -48.3  1,56,740  7,461  20,275  71,954  -1,46,373 
Adani Total Gas 757.4 5.0 13.6 1.7 -80.5  83,299  3,965  9,980  1,401  -3,44,027 
Adani Power 260.4 5.0 15.7 61.3 -5.2  1,00,435  4,783  13,615  38,184  -5,554 
NDTV 195.8 5.0 14.1 -6.6 -31.1  1,262  60  156  -90  -569 
Ambuja Cements 427.4 0.9 7.2 15.2 -14.3  84,867  755  5,719  11,229  -14,128 
Adani Ports 733.6 0.5 10.5 17.7 -3.6  1,58,458  842  15,046  23,838  -5,896 
ACC 1,819.3 0.2 6.2 1.0 -22.1  34,165  85  2,007  324  -9,706 
Adani Total Mcap — — — — — 10,79,499  63,286  1,78,881  2,93,157  -8,40,390 

March 2: US fund GQG invested in 4 Adani Group cos, sparking a share rebound. January 25: Hindenburg report published; triggered sell-off.        Compiled by: ETIG 

Rise on the Bourses 

M&M to Exit
Mahindra CIE
Automotive
via Block Deal 

Our Bureau 

Mumbai: Mahindra & Mahindra
is looking to sell shares worth ̀̀ 520
crore of  Mahindra CIE Automo-
tive through a block deal on
Wednesday, according to a team
sheet reviewed by ET.

M&M has put 1.21 crore shares on
the block with a price band of  ̀̀ 430-

452.85 per share, which
is up to 5% discount to
the closing price of
Tuesday.

Term sheet of  the
block deal shows it is a clean out
deal which means the stake of
M&M in the Mahindra CIE Auto-
motive will drop to nil. M&M held
a 3.20% stake in Mahindra CIE Au-
tomotive at the end of  March 2023,
according to BSE data.

Kotak Securities is the broker to
the deal.

`̀430-452.85 PRICE BAND 

division to the parent company
for ̀̀ 2,200 crore.

IDBI Capital, in its report, said
the sale has raised “questions of
corporate governance” and is
“unfavourable to minority share-
holders.”

“What is concerning is that the
business has been transferred to
the parent entity at 16.7x FY22
EPS when the entire Indian enti-
ty trades at 86x FY22 earnings,”
IDBI Capital said in its report.
“This bodes negatively for mino-
rity shareholders in India on ac-
count of  the unfavourable valua-
tion at which the divestment has
been done. The key question
which arises here is the rationa-
le about the valuation of  the
transfer, which is at such a steep
discount to the valuation of  the
listed entity,” it added.

In response to an ET query, a Sie-
mens spokesperson said, “The
valuation given by an indepen-

dent valuer was additionally
reviewed by a Category I mer-
chant banker who has given a
fairness opinion certifying
that the valuation is fair. Basis
their view, the board decided to
take the higher end of  their re-
commended valuation."

In its report dated May 19, Jeffe-
ries stated: “While this is not a

meaningful segment for Sie-
mens’s growth prospects in trans-
mission and railways, it has led to
implied loss for investors as it was
sold at lower EV/ sales.” The bro-
kerage said the unit accounted
for 7% of  Siemens India’s FY22
sales and 9% of  its profits.

Nomura on Tuesday downgra-
ded the stock and cut the target
price to ̀̀ 3,521 citing weak motors
growth outlook and governance
concerns.

“Low voltage motors and geared
drives sold to parent at ̀̀ 2,200 cro-
re valuation seems significantly
lower than that ascribed by mar-
ket,” said Nomura.

Siemens shares have gained
42% in the past year as against the
13.8% advance in the Nifty. In the
past three years, the stock has so-
ared 235% amid investor appetite
for industrial companies.

Continued on ��Smart Investing 
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Mumbai: At least four brokerages
including Nomura, Jefferies, Hai-
tong and IDBI Capital have raised
concerns over Siemens India’s mo-
ve to sell its gear motor business to
its parent. Analysts in these firms
said the company has sold the sub-
sidiary at a ‘steep discount’, which
is against the interest of  domestic
public shareholders.

Siemens shares ended margi-
nally higher at `̀3,410 on the BSE
after dropping nearly 11% the pre-
vious day.

On Friday, Siemens announced
plans to sell its low voltage motors

BROKERAGES NOMURA, JEFFERIES, HAITONG AND IDBI CAPITAL RAISE CONCERNS 

Sale of gear motor biz
happening at a ‘steep
discount’, they say

Siemens India’s Unit Sale to Parent Against
the Interest of Minority Investors: Analysts 

Hope Greed

Panic
Fear Hope

Beating Volatility

SMART
INVESTING

FATF to
Visit, Sebi
Lays the
Groundwork

WWW.ETMARKETS.COM

MUMBAI, WEDNESDAY, 24 MAY 2023

CCI NG 3.7 Product: ETMumbaiBS PubDate: 24-05-2023 Zone: MumbaiCity Edition: 1 Page: ETMCPG11 User: sandesh.pingale Time: 05-23-2023 23:47 Color:




