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GST cess issue a white-knuckle
moment for bond markets
Centre-state equation to be keenly watched
ANUP ROY
Mumbai, 9 September

T

he bond market is keenly interested in how the Centre manages to settle the shortfall in
the goods and services tax (GST) compensation and how many bonds will
finally hit the market.
Preliminary soundbites by finance
ministry officials seem to suggest that
bond issuances won’t be more than
~97,000 crore, which the government can
work out through a special bond. These
bonds will be issued by states, but will be
effectively guaranteed by the Centre.
Through these guarantees, the government will see if the coupon of these
bonds can be kept as close to government securities as possible, Expenditure
Secretary T V Somanathan told
BloombergQuint.
But the market is worried that once
issued, these bonds may be used again
even after state Budgets are finalised and
borrowing calendars are announced.
“The moot point is deficit financing
will add supply in the market, whatever
the nature and issuer. The duration, timing of issuances, statutory liquidity ratio
status or held to maturity status will be
crucial. This will be pure yield play, and
banks will have the appetite, given the
buoyant deposit accretion and muted
credit, though some adverse effect on
the corporate curve cannot be ruled out,”
said Soumyajit Niyogi, associate direc-

tor, India Ratings and Research.
It is left to states to decide if they will
want to limit their borrowings to ~97,000
crore. If not, the bond market has reasons
to feel apprehensive.
The government has placed two
options before states. One, borrow ~2.35
trillion from the markets to make good
on the GST shortfall, including the negative fallout of the Covid-19 pandemic.
Or, borrow just ~97,000 crore, which is the
core GST shortfall. If states agree to borrow only ~97,000 crore, the special
scheme will be operationalised.
Some states have already rejected
the ~97,000-crore proposal, albeit not
formally. “If this ~97,000-crore route is
taken, this won’t be much of a wrinkle
for the markets. However, if states opt for
the ~2.35-trillion extra borrowing route,
and who knows if it ends there, then the
RBI will have to step in to bear some of
the burden,” said a senior bond trader.
Experts are pegging the shortfall
much higher than what the Centre is
estimating. That would mean that in
both options, states will have to hit the
market route.
Rating agency ICRA estimates
there will be a shortfall of ~3.4 trillion,
based on ICRA’s projection of the
shortfall in GST compensation and the
central tax devolution (CTD) for 202021 (FY21). Even if states meet all the
prescribed reforms within the timeline, and borrow ~2.35 trillion, the revenue shortfall will be ~1 trillion.

FINANCIAL
TUSSLE
The Centre will try and keep the
~97,000-crore borrowingat the
cost of GST compensation
 States may not accept the
Centre’s GST arrangement,
fear bond markets
 Once issued, these bonds will

be a new kind of instruments



Despite higher borrowing,
states will have to still cut
their expenditure. “Loss of revenue, other than GST compensation and
CTD, as well as higher revenue expenditure on the aforesaid activities, could
result in an even sharper contraction in
the state governments’ ability to undertake capital expenditure in FY21, compared to our assessed range of ~1-3.4 trillion,” said Jayanta Roy, group
head-corporate sector ratings, ICRA.
The bond market has reasons to
be nervous since not many believe in
the government arithmetic. The fiscal deficits of the government and
states could end up being much
more than what the initial estimates

 In any case, there will be extra

borrowings by states
 States may have to cut their

expenditure
aggressively to
meet the deficit
suggest, and the bond
market fatigue has
already set in.
While estimating market
borrowing for FY21 could be
challenging at this point in time,
Standard Chartered said its base case
assumption for the Centre’s net market
borrowing is ~10.9 trillion; for states, it
is ~8.25 trillion. The bank said the borrowing by the Centre for the second
half could turn out to be favourable
“and may positively surprise markets;
however, state development loan supply remains heavy”.
In the end, the RBI will have to chip in
with ~3.5-4 trillion of open-market operations, or Operation Twist purchases.

Periodic health review of migrants must, states told
SOMESH JHA
New Delhi, 9 September

The central government has asked states
to ensure essential needs of migrant
workers coming back to cities are taken
care of, including free Covid-19 testing,
housing facilities, and health insurance
coverage. States have been advised to
ensure periodical medical examination
of migrant workers. They have also been
asked to ensure their children are

enrolled in schools where they are staying “to prevent adverse effects on education”. “Migrant workers should not face
any financial burden on account of testing or any treatment/quarantine
required to be undertaken by them,” the
advisory guidelines by the labour and
employment ministry said.
“A proper database of migrant workers is a preliminary step in order to identify and protect vulnerability among
them…This data should also be shared

with the concerned labour authorities to
facilitate compliance with existing labour
laws relating to wages, occupational safety and health and working conditions,”
the guidelines said. States have also been
advised to enroll eligible migrant workers under the Ayushman Bharat scheme
to provide them health insurance cover
of ~5 lakh per family a year for secondary
and tertiary care hospitalisation.
For construction workers who migrate,
states have been advised to incur expen-

diture towards payment of premium for
state insurance schemes. The Building
and Other Construction Workers’ welfare
funds can be utilised for this purpose. The
Centre has asked states to issue guidelines
to employers to take care of the needs of
migrant workers. Apart from adequate
availability of sanitizers, face masks, soaps
at the workplace, “employers should also
be encouraged to provide one-time transportation allowance/journey fare to
migrant workers”.

WHY CASUAL
LABOUR
PREFERS TO
WORK IN FIELDS
THAN UNDER
MGNREGA
The Mahatma Gandhi
National Rural
Employment Guarantee
Act, or MGNREGA, has been
one of the main livelihood
sources for millions of
migrants and other
workers in rural India
during the lockdown,
providing much-needed
daily wages.
The scheme, which saw
a sharp increase in its
budget in 2020-21 because
of increased demand,
continues to see strong
interest, though there has
been a decline in work
demand since lockdown
was eased and farming
activity picked up in
villages.
The chart explains why
in several states casual
labourers prefer to work in
fields than under
MGNREGA as wages are
much lower than
minimum agriculture
wages.
SANJEEB MUKHERJEE

Latest available
NREGA
minimum agricultural wage rate,
wage
2020-21
(Lowest category)
(~/day)

Kerala
Maharashtra
Jharkhand
Bihar
Odisha
Karnataka
Chhattisgarh
Himachal Pradesh
West Bengal
Assam
Jammu & Kashmir
Madhya Pradesh
Haryana
Telangana
Andhra Pradesh
Punjab
Rajasthan
Uttarakhand
Tamil Nadu
Uttar Pradesh
Gujarat

Amount
(~/day)

Effective
from

410
356a
275
275
280
338
252
250
247
243
225
211
329
257a
251
273
225
200
229c
161
178

May 17
Jul 19
Oct 19
Apr 20
Oct 18
Apr 19
Apr 20
Apr 19
Jan 20
Nov 16
Oct 17
Oct 19
Jul 18
Apr 19
Oct 18
Mar 17
May 19
Jun 15
Sep 19
Oct 16
Sep 16

291
238
194
194
207
275
190
198
204
213
204
190
309
237
237
263
220
201
256
201
224

Shortfall
of NREGA
wage from
minimum
agricultural
wage (~)

119
118
81
81
73
63
62
52
43
30
21
21
20
20
14
10
5
-1
-27
-40
-46

Notes: 'Unskilled' wages (non-agriculture) are higher — in some cases much higher
— in some states; states are ranked in descending order of shortfall (last column);
in cases where minimum wages are monthly wages, they were divided by 26 to
put them on a daily basis
Source: A Right To Food Campaign Research By Ankita Aggarwal
and Vipul Kumar Paikra

Non-life insurers see 10%
rise in August premiums
SUBRATA PANDA
Mumbai, 9 September
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NOTICE CUM ADDENDUM NO. 15/2020
Introduction of new Plans for the Treatment of Unclaimed Redemption and Unclaimed Dividend Amounts:
Investors/unit holders are advised to take note that, pursuant to SEBI Circular reference no. SEBI/HO/IMD/DF2/CIR/P/2016/37 dated
February 25, 2016 on treatment of unclaimed redemption and dividend amounts, quant Capital Trustee Ltd., the Trustee to quant
Mutual Fund (“the Fund”), has approved the introduction of following separate plans under quant Liquid Fund (qLF), an Open-end
Liquid scheme of quant Mutual Fund to deploy the unclaimed redemption and dividend amounts:
Plan Name
Unclaimed Redemption Plan - Growth Option
Unclaimed Dividend Plan - Growth Option

Date of Introduction
September 14, 2020

After completion of three years from the date of introduction of
Unclaimed Redemption Investor Education Plan - Growth Option
Unclaimed Redemption Plan
Unclaimed Dividend Investor Education Plan - Growth Option

After completion of three years from the date of introduction of
Unclaimed Dividend Plan

Unclaimed Amount Plan(s) are launched for the limited purpose of deployment of unclaimed redemption and dividend amounts of
the investors and will not be available for regular investments by investors or switches from existing plans / schemes of the Fund.
Unclaimed redemption/dividend amounts of investors of the Fund as on July 31, 2020 (irrespective of original expiry date of payment
instruments) will be deployed under the respective Unclaimed Amount Plan(s) - Below 3 Years on the Effective Date. Subsequently,
redemption / dividend amounts remaining unclaimed based on expiry of payment instruments will be identified on a monthly basis
and amounts of unclaimed redemption/dividend would be deployed in the respective Unclaimed Amount Plan(s).
Scheme Characteristics:
The characteristics such as investment objective, asset allocation pattern, investment strategy, risk factors, portfolio, face value
and terms and conditions for Unclaimed Amount Plan(s) will be same as the existing plans of the Scheme except for the following:
(a) Unclaimed Amount Plan(s) will have only growth option;
(b) The portfolio of Unclaimed Amount Plan(s) will form part of portfolio of the Scheme and there will be no separate portfolio for
Unclaimed Amount Plan(s);
(c) The requirement of minimum amount for subscription / additional subscription and minimum amount / units for redemption will
not be applicable to Unclaimed Amount Plan(s);
(d) The units under Unclaimed Amount Plan(s) will be allotted in the existing folio to which such unclaimed amounts relate and all the
details of existing folio viz. bank details, KYC, PAN, nomination etc. will be applicable for folio under Unclaimed Amount Plan(s).
(e) No exit load will be charged under Unclaimed Amount Plan(s);
(f) There will be no ISINs for Unclaimed Amount Plan(s);
(g) The investment held under Unclaimed Amount Plan(s) cannot be switched out to any other option / plan / schemes of the Fund
and investor can only claim the said amount by submitting a request claiming unclaimed amounts;
(h) Total Expense ratio (TER) of Unclaimed Amount Plan(s) will be capped at 50 bps;
(i) Units will be allotted on the Effective Date at a face value of `10/- per unit under the respective Unclaimed Amount Plan(s).
Thereafter, separate NAVs will be calculated for each Unclaimed Amount Plan(s) and will be applied accordingly for subsequent
investment in / redemption from Unclaimed Amount Plan(s).
Investors who claim the unclaimed amount during a period of three years from the due date will be paid initial unclaimed amount
along-with the income earned on its deployment. Investors who claim these amounts after 3 years, will be paid initial unclaimed
amount along-with the income earned on its deployment till the end of third year. After the third year, the income earned on such
unclaimed amounts shall be used for the purpose of investor education.
Investors should note that, as and when investor claims unclaimed redemption / dividend amounts after such amounts were invested
in Unclaimed Amount Plan(s), redemption from Unclaimed Amount Plan(s) and subsequent payment to concerned investor may
entail tax consequences. In view of individual nature of tax consequence, each Unit holder/Investor is advised to consult his / her
professional tax advisor.
quant Money Managers Ltd. (‘the AMC’) shall send separate statement of account for allotment of units under Unclaimed Amount
Plan(s) for first time with all details registered in the folio by way of a physical statement of account and/or an e-mail to the investor’s
registered address / e-mail address not later than five business days from the date of such allotment of units in Unclaimed Amount
Plan(s). Subsequently, the information on unclaimed redemption / dividend amounts along with its prevailing value (based on
income earned on deployment of such unclaimed amounts) will be separately disclosed through the periodic statement of account/
Consolidated Account Statement sent to the investors. The list of name(s) and addresses of investors of the Fund in whose folios
there are unclaimed redemption/dividend amounts is made available on our website (www.quantmutual.com). An investor can obtain
details after providing his proper credentials (like PAN, date of birth, etc.) along with other security controls put in place by the AMC.
Further, the process for claiming unclaimed redemption and dividend amounts and necessary forms / documents required for the
same is also made available on our website.
The Trustee to quant Mutual Fund reserves the right to change / modify above provisions at a later date.
Pursuant to above changes, necessary changes will be carried out at relevant places in Scheme Information Document (SID) and
Key Information Memorandum (KIM) of the Scheme and Statement of Additional Information (SAI) of the Fund, as applicable.
All other terms & conditions of SID / KIM of the Scheme of the Fund and SAI of the Fund, as applicable will remain unchanged.
This addendum forms an integral part of Scheme Information Document / Key Information Memorandum of the Scheme of the Fund
and Statement of Additional Information of the Fund, as applicable, as amended from time to time.

For quant Money Managers Limited
Place : Mumbai
Sd/Date : 09.09.2020
Authorised Signatory
MUTUAL FUND INVESTMENTS ARE SUBJECT TO MARKET RISKS, READ ALL SCHEME RELATED DOCUMENTS CAREFULLY.

ICMR: Plasma
therapy didn’t
reduce deaths
PRESS TRUST OF INDIA
New Delhi, 9 September

The use of convalescent plasma therapy in Covid-infected
patients does not help in
reducing mortality or progression to severe Covid-19, a
multi-centric study funded by
the Indian Council of Medical
Research (ICMR) has found.
The ‘open-label parallelarm phase II multicentre randomised controlled trial’
(PLACID Trial) was conducted
across 39 public and private
hospitals
across
India
between April 22 and July 14
to find effectiveness of convalescent plasma (CP) for the
treatment of Covid-19, it said.
The CP therapy involves
taking antibodies from the
blood of a person who has
recovered from Covid-19 and
transfusing those into an
active coronavirus patient to
help kick-start the immune
system to fight the infection.

Non-life insurers, which
include general insurers,
standalone health insurers and
specialised PSU insurers, have
seen a 10.38 per cent growth in
premiums in August.
They have amassed premiums to the tune of ~17,623.25
crore in August compared to
~15,964.74 crore in the same
period a year ago.
General insurers — 25 in
total — have seen their premium collection go up 5.57 per
cent in August 2020 to
~13,139.63 crore, compared to
~12,445.83 crore in the same
period a year ago.
State-owned general insurers saw their premiums decline
0.5 per cent in August 2020 to
~4,690.92 crore compared to
~4,714.42 crore in August last
year. Private general insurers’
premiums for the reporting
month rose almost 10 per cent
to ~8,448.83 crore.
The biggest gainer in premiums has been standalone
health insurers, as they saw a
36.42 per cent rise in premiums
during the period to ~1,462.92
crore, against ~1,072.32 crore.
This is driven by the fact
that demand for health insur-

With a 36% rise, health insurers were the biggest gainers

ance has been on the rise due
to the ongoing coronavirus
(Covid-19) pandemic. Also, the
regulator’s drive to nudge
insurers to sell standardised
health products has done the
trick as there is huge demand
for the Corona Kavach and
Corona Rakshak policies.
These schemes were launched
specifically to provide protection against the virus.
Despite good growth in premiums in August, cumulative
premiums collected in the
April-August period of FY21
were mostly flat. Premiums of
non-life insurers grew 3.58 per
cent to ~73,965 crore in that peri-

od. General insurers also saw
flat growth with premiums at
~62,669.21 crore in the AprilAugust period, up 0.02 per cent.
This is due to a fall in motor segment premiums and no hike in
motor third-party premiums.
Standalone health insurers
saw 25.85 per cent growth in the
same period, indicating high
demand for health insurance.
In fact, the health segment for
general insurers has become
the biggest line of business,
overtaking the motor insurance
segment. And, experts are estimating that by the year end, the
health segment may be far
ahead of the motor segment.

Banks’ asset quality to worsen but
face less risk of defaults: Moody’s
ABHIJIT LELE
Mumbai, 9 September

Ratings agency Moody’s on Wednesday
said corporate houses will not be immune
to the deep economic contraction in India
following the Covid-19 outbreak. However,
risks from corporate loans are lower now
than in the 2012-19 period as both banks
and corporate houses took steps to repair
asset quality and financial profile.
The Covid disruption will strain finances
of households and small businesses more
severely, Moody’s said. “While asset quality risks are rising for Indian banks amid the
country’s economic contraction, risks from
corporate loans have decreased from the
previous credit cycle,” Moody’s said.
“Corporates will not be immune from
the ongoing contraction… Near-term
stress at corporates is already visible in
the very weak performance in the quarter
ended June 2020,” says Srikanth
Vadlamani, vice-president and senior
credit officer at Moody’s.
Lending in the past few years has been
concentrated towards stronger companies
amid an overall slowdown in capital
expenditure, while banks have also become
more conservative in selecting borrowers.
Among the corporate sectors, loans to
finance and real estate companies, which
together make up a large share of total bank

~10 trillion, or 8%, of loans will get
recast under new framework: ICRA
Banks and non-bank lenders will
restructure up to ~10 trillion in debt, or 8 per
cent of outstanding loans,
under the one-time
restructuring scheme
announced by the Reserve
Bank, domestic rating agency
ICRA said on Wednesday.
The RBI has
operationalised guidelines
based on K V Kamath-led
panel's recommendations,
which give relief to 26 listed
sectors affected by the
pandemic and stress on banks
factoring-in leverage,
liquidity and debt serviceability before
admitting a case.
"We feel the overall restructured
portfolio will come at 5-8 per cent of the
overall loans," the agency's head of credit
policy Jitin Makkar told reporters on
Wednesday.

In value terms, he said the total
quantum of the debt which can get
restructured will be
between ~6 trillion and
~10 trillion, specifying that
banks have an asset book
of ~100 trillion and
another ~35 trillion is from
the non-bank lenders.
He said the estimate
on the amount of
portfolio to be
restructured is based on
an assumption that the
overall assets under
moratorium came down
to 20-25 per cent by the close of the sixmonth relief in August.
A part of the assets enjoying the
moratorium are special mention accounts
where repayments were due for 31 to 89
days, which cannot be restructured under
PTI
the new guidelines, he added.

loans, are most at risk. Both sectors are facing operating cash-flow challenges.
Sectors most affected by the pandemic
and the lockdown, such as transportation

and hospitality, are also vulnerable,
although banks’ direct exposures to these
borrowers are relatively small, the rating
agency added.

