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Disinvest State stake in
PSUs for market boost

How to make government
the biggest beneficiary
of the current bull run

he BSE Sensex has moved up

from 51,360 on June 13, 2022, to

its current level of 81,381. New

issuances in the equity market

between April-September 2024,

have seen 196 IPO lis-
tings, of which 159 have been on
the NSE/BSE SME index. Bajaj
Housing Finance IPO’s total issue
size 0f 6,560 crore was oversub-
scribed 63 times with subscrip-
tions exceeding I3 lakh crore.
Gone are the days of 100% sub-
scribed issuances. On the contrary,
77 of the 159 SME issuances were
subscribed more than 200 times
the issue,

The government of India (GOT)
owns 389 central public sector
enterprises (CPSEs) and their sub-
sidiaries. If we took just the top 50
listed CPSEs, their aggregate mar-
ket capitalisation has risen from
%23 lakh crore in 2022 to I66 lakh
crore (about $800 billion as of
October 4, 2024), or about 21% of
our Gross Domestic Product (GDP). GOI
holding in CPSEs is valued at over ¥44 lakh
crore (about $525 billion), with a holding of
around 67% on an average basis.

If we were to compare the GOI holdings
in its companies versus that of larger pri-
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vate conglomerates in India, we observe
that their average shareholding ranges
between 18% and 56%, across a sample of
Tatas, Birlas, Mahindra, and Bajaj. In 25
out of the 30 listed companies, the parent
shareholding is below 51%, but they do
ensure that they are the single largest
share owner. They run these companies
well, treating minority shareholders fairly
and in compliance with the laws of the
land.

Consider as a thought experi-
ment that GOI followed suit and
reduced their holding from 67% to
33% in the top 50 PSEs. They
would instantly obtain 22 lakh
crore ($250 billion) at the current
price to book of these companies.
What may 322 lakh crore get GOI?

To put this number in sharp
perspective, the total GOI debt is
2250 lakh crore of which the Cen-
tre's share is 174 lakh crore
(about $2 trillion) at the end of
FY24. Expected gross borrowings
for FY25 are expected to be 14
lakh crore. In FY24, it was 210.5
lakh crore and constituted 24% of
GOI budgetary expenditure.
Essentially, ¥22 lakh crore could
service the entire debt of GOI for
FY24 of 10.5 lakh crore, and, in addition,
almost eliminate the need for any borrow-
ingin FY25.

Almost everyone believes if GOI were to
bring its holding down below 51% the mul-
tiple for these companies would rise, antic-

ipating governance improvements due to
increased market pressures, thereby
increasing the amount of money GOI could
raise.

There are other benefits that accrue
also. A reduction of India’s debt-to-GDP
ratio would improve the prospects of a
credit rating upgrade reducing the cost of
borrowings. Further, the release of equity
float in the markets could help arrest the
ongoing frothiness witnessed in our
bourses. There is enough and more evi-
dence of the highly exuberant behaviour
being displayed by market participants.
Strange things are witnessed; three of the
four public sector banks (PSBs) with the
highest price-to-book ratios (higher than
the State Bank of India) are also among the
bottom five performers of the sector. Their
valuation is thus not driven by perform-
ance, but by more money chasing a low
free float as GOI holding in all these four
stocks is over 90%.

Bringing more scrips into the market
would also help in terms of releasing
money back into the system for capex
funding by the banks. We have seen credit
growth outpace deposit growth for the last
nine quarters, and the just concluded Q2 is
not expected to be any different. This has
translated into many banks pulling back on
credit growth across retail and corporate
avenues. However, as GOI reduces its debt,
thereby moving money from Reserve Bank
of India (RBI)-held GOI nodal accounts to
bank-held investor accounts, it will inject
much-needed liquidity back into the sys-
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Thereis hunger among investors to participatein the equity market almost to the extent ofinstability from frothy valuations

tem.

GOI would do well to begin with by cre-
ating an advisory board of eminent persons
who would be a recommending body to the
Union finance minister about the scrips to
disinvest in and across what time frame (to
reduce the risk for the bureaucrats that
will be responsible for the actual sale). To
begin with, GOI could start this process in
a phased manner. It could begin by reduc-
ing its holdings in the well-performing
PSBs to 51%. These PSBs have consistently
outperformed their private peers and have
seen a doubling in their total market capi-
talisation from ¥7.3 lakh crore in March
2022 to 15.5 lakh crore in February 2024.

The value of government holding in these
entities is about ?10.7 lakh crore. Just tak-
ing this down to 51% will release almost
2.9 lakh crore, and taking it down to 33%
could release ¥5.7 lakh crore. This does not
incorporate any change in valuation due to
dilution of government holding which
could easily add another trillion of value
unlock.

So, to summarise, there is a hunger
amongst investors to participate in the
equity market almost to the extent of insta-
bility from frothy valuations. There is
intent on the part of GOI to make a Viksit
Bharat. Reducing GOI holding to 33% in
CPSEs, yet remaining the single largest
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owner, in just the top 50 CPSEs could give
a bull market boost of 322 lakh crore.
Nobel Laureate Paul Samuelson wisely
said, “Investing should be more like watch-
ing paint dry or watching grass grow. Ii
you want excitement, take $800 and go tc
Las Vegas.” Dear finance minister, the
paint is dry enough, and the grass is long
enough for GOI to start creating some
excitement, Let’s just do it for India anc
signal the next phase of worthy reforms.

Janmejaya Sinha is chairman BCG, India
and Neha Gupta, is managing

director and partner, BCG

The views expressed are persona.



TIMES OF INDIA, Delhi, 13.10.2024

Page No. 7, Size:(7.12)cms X (17.99)cms.

Cleaner fuel: NCR
industries get 5-yr
subsidy relief

Abhijay.Jha@timesofindia.com

Ghaziabad: Uttar Pradesh
govthasextended its genera-
tor subsidy for polluting in-
dustries in NCR districts for
five vears from this month,
giving them relief as they
are asked to fall in line with
CAQM’swinter action plan.

It was in 2019 that UP in-
troduced the five-year subsi-
dy under its micro, small and
technical upgradation
scheme to help industry own-
ers convert to cleaner fuel af-
ter they complained that the
switch was too costly and had
hit their production costs.

“From Oct 1this year, the
scheme isbeingextended for
another five years. Under
this, a 50% subsidy or Rs 5
lakh (whichever is less) will
be given to micro and small-
scale industrial units to pur-
chase or retrofit generators
that will operate on cleaner
fuel like LPG, natural gas,
biogas, propane, and bu-
tane,” said Sreenath Pas-
wan, deputy commissioner
of industries in Ghaziabad.
The subsidy has been divid-
ed into different categories.
For instance, those buying
generators costing between
Rs 10-40 lakh will get a 40%
subsidy or Rs101lakh, which-
ever is less. For generators
that cost over Rs 40 lakh, a
25% subsidy or Rs 20 lakh
will be provided by the state
govt. According to the pollu-
tion control board, there are
296 polluting industries that
run on biofuel like wood pel-
lets, molasses, husk, and
coal, adding to the city’s tox-
icair in winter.

Many industries have
been dragging their feet in

switching to clean fuel, cit-
ing high conversion costs.
While biofuel costs Rs 12 a
kilo, PNGis priced at Rs18.
“Using PNG will force us
to hike the cost of a finished
product. So, it becomes very
difficult for small units to
survive in the market. The
cost of converting diesel
generator sets to PNG isalso
very high. In addition, in-
dustries must pay a security
deposit which, though re-
fundable, isalsohigh. Amin-
imum deposit of Rs 1.2 lakh
is needed for availing PNG
services. The amount in-
creases in keeping with the
load,” afactory owner said.
Paswan said the decision
to extend the subsidy was
taken keeping such con-
cernsinmind. “Thisscheme
has been devised precisely
for the benefit of industries.
The subsidy is given to re-
cover some of the costs that
arise because of conversion.
Industries should apply for
it,” Paswan said.
Environmentalists said
that the subsidy was for in-
dustries that were regis-
tered. “There are thousands
of industries across Ghazia-
bad that not only operate ille-
gally but also use bad fuel to
operate generators. Theseare
far more polluting. The pollu-
tion control board has nodata
or clear-cut plan to deal with
such illegally operating in-
dustries. So, a govt scheme
like this will have no real ef-
fecton cuttingdown pollution
levels in the city” said envi-
ronmentalist Sushil Raghav.
A pollution board official
countered the claim, saying
air quality levels had actual-
ly improved over the years.
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INDIAN SHIPPING
FIRM SANCTIONED
BY U.S. OVER [RAN
OIL CONSIGNMENTS

Press Trust of India

letters@hindustantimes.com

WASHINGTON: An Indian ship-
ping firm isamong a dozen-odd
companies sanctioned by the US
for allegedly carrying Iranian oil
for sale to buyers in Asia, days
after the US slapped restrictions
targeting Iran’s energy trade for
its October 1 attack on Israel.

The India-based company was
involved in the transport of Ira-
nian petroleum as the technical
manager of a crude oil tanker
and engaged in a significant
transaction for the transport of
petroleum from Iran as partof a
Ghost Fleet, the US state depart-
ment alleged.

The latest American sanctions
against several companies
across the world come in
response to Iran’s October 1 bal-
listic missile attack against
Israel.

“This attack targeted Israel's
most populated city, Tel Aviv,
and could have killed hundreds
if not thousands of innocent peo-
ple,” US National Security
Advisor Jake Sullivan said.

Following that attack, the US
had made it clear that Iran
would face severe consequences,
he said, and added, the depart-
ments of treasury and state on
Friday announced the “new and
significant measures to more
effectively target Iran's energy
trade.”

“The new designations today
also include measures against
the ghost fleet that carries Iran’s
illicit oil to buyers around the
world. These measures will help
further deny Iran financial
resources used to support its
missile programmes and pro-
vide support for terrorist groups
that threaten the United States,
its allies, and partners,” Sullivan
said.

The treasury claimed Iran's
oil exports are enabled by a net-
work of illicit shipping facilita-
tors in multiple jurisdictions
which, “through obfuscation and
deception,” load and transport
Iranian oil for sale to buyers in
Asia.

Secretary of the treasury Janet
L Yellen said, “Today’s sanctions
target Iranian efforts to channel
revenues from its energyindus-
try to finance deadly and dis-
ruptive activity with dangerous
consequences for the region and
the world.
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Consolidation likely

CRUDE CHECK. 36,000 and %6,500 are key levels

—
Akhil Nallamuthu
bl. research bureau

Crude oil prices extended the
gains last week. The Brent crude
oil futures on the Intercontin-
ental Exchange (ICE) went up 1
per cent and ended the week at
$78.9 per barrel. Similarly, the
crude oil futures on the MCX was
up 0.4 per cent and it closed the
week at 6,364 a barrel.

BRENT FUTURES ($78.9)
Brent Crude futures began the
week on a strong foot and hit a
high of $81.2 on Monday. How-
ever, it could not move up further
and the price moderated.

Although the trend has not
turned bearish, the chart shows
that there is a strong resistance
ahead at $82.

For the contract to establish
the next leg of the uptrend, it
should breach this level. Resist-
ance above 882 is at $88.

On the downside, there is a
support at $75. As long as this
level holds, Brent crude futures
will retain the bullish bias. Sup-
port below $75 isat $72.

MCX-CRUDE OIL (¥6,364)
The October crude oil futures
rallied and hit a high of 36,495

s
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last Monday. But unable to sur-
pass the barrier at 36,500, the
price moderated. Nevertheless,
it stays above the support at
6,000,

The chart shows that crude oil
futures is stuck within two key
levels at 36,000 and ¥6,500. So,
even though the contract exhib-
its a bullish bias now, it ought to
breakout of 6,500 to see another
upswing.

Resistance above 36,500 are at
36,800 and ¥7,000.

In case the contract falls below
the support at 36,000, it can drop
to ¥5,600. However, the 20-day
moving average coincides at
36,000, making it a strong base.

Trade strategy: The price ac-
tion hints that the crude oil fu-
tures is likely to stay within
¥6,000 and 6,500 for some time.
So, traders can refrain from tak-
ing fresh trades.
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‘Maharatna’ tag to give HAL wings to fly high

14 CPSE to get the coveted tag ended FY24 with ¥28,162-cr turnover, ¥7,595-cr profit

Shishir Sinha
New Delhi

Hindustan  Aeronautics
Limited (HAL) is the new-
est, ‘Maharatna’ Central
Public Sector Enterprise
(CPSE), the Finance Min-
istry announced on Sat-
urday. This status will give

the conipany  more
autonomy in financial and
strategic matters.

HAL, the 14" Maharatna,
is a Department of Defence
Production (DoDP) CPSE
with an annual turnover of
28,162 crore and a net
profit of 7,595 crore for
2023-24,

On Friday, the shares of
HAL ended at ¥4,446.85,
down 0.76 per cent over the
previous close.

“The Finance Minister
has approved the upgrada-
tion of Hindustan Aero-
nautics Limited (HAL) to
14® Maharatna CPSE,” the
Public Enterprises Depart-
ment said in a post on X.
Further, it said that the pro-
posal had earlier been re-

o

SKY IS THE LIMIT. HAL’s annual report said demand for
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defence products is expected to grow thanks to the
government’s vision for an Atmanirbhar Bharat

commended by the Inter-
Ministerial Committee
(IMC) headed by the Fin-
ance Secretary and the
Apex Committee under the
Cabinet Secretary.

SIX CONDITIONS

The government has set six
key parameters for a CPSE
to be considered for Maha-
ratna status. One, the CPSE
must already be a ‘Nav-
ratna’. Two, it needs to be
listed on a stock exchange,

with a minimum SEBI-pre-
scribed public sharehold-
ing. It should have an aver-
age annual turnover of
over 20,000 crore, annual
net worth of more
than ¥10,000 crore, and an
average annual net profit of
more than 2,500 crore
during the last three years.
And, finally, the CPSE
should have significant
global presence or interna-
tional operations.

Talking about its future,

HAL’s annual report (2023-
24) had said that in the De-
fence segment, demand for
products is expected to
grow thanks to the govern-
ment’s vision for an At-
manirbhar Bharat and the
current geopolitical scen-
ario.

On the commercial side,
air travel is likely to con-
tinue its upward trajectory.
This will lead to an in-
creased demand for new
aircraft and MRO services.

“India’s annual Defence
production is expected to
touch 3-lakh crore by
2028-29, along with arms
exports of ¥50,000 crore,”
the report said, quoting De-
fence Minister Rajnath
Singh. This indicates that
the sector, which was so far
contributing as a strategic
sector, is gradually develop-
ing as an economic sector.
Various government initiat-
ives have given a thrust to
indigenisation of Defence
equipment, to reduce de-
pendence on the foreign
OEMs, the report added.
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Finance Ministry upgrades
HAL as 14th ‘Maharatna’ CPSE

Hindustan Aeronautics Ltd. (HAL) is the newest
‘Maharatna’ Central Public Sector Enterprise
(CPSE), the Ministry of Finance announced on
Saturday. This status is expected to give the
company more autonomy in financial and
strategic matters. “The Finance Minister has
approved the upgradation of Hindustan
Aeronautics Limited (HAL) to 14th Maharatna
CPSE,” the Department of Public Enterprises in
the Finance Ministry said.
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Indian company among dozen sanctioned
by US for illicitly carrying Iranian oil

PRESS TRUSTOFINDIA
WASHINGTON,OCTOBER 12

AN INDIAN shipping firm is
among the dozen-odd compa-
nies sanctioned by the US for al-
legedly carrying Iranian oil for
sale to buyers in Asia days after
slapping restrictions targeting
Iran's energy trade for its
October 1 attack on Israel.
Gabbaro Ship Services, the
India-based company, was in-

volved in the transport of
Iranian petroleum as the tech-
nical manager of crude oil
tanker Hornet and knowingly
engaged in asignificant trans-
action for the transport of pe-
troleum from Iran as partof a
‘Ghost Fleet', the State
Department alleged.

The latest American sanc-
tions against several companies
across the world comes in re-
sponse to Iran's October 1 bal-
listic missile attack against

Israel. “This attack targeted
Israel's most populated city, Tel
Aviv, and could havekilled hun-
dreds if not thousands of inno-
cent people,” US National
Security Advisor Jake Sullivan
said.

Following that attack, the US
had made it clear that Iran
would face severe conse-
quences, he said, and added, the
Departments of the Treasury
and State on Friday announced
the “new and significant meas-

ures to more effectively target
Iran's energy trade.” “The new
designationstoday also include
measures against the ‘Ghost
Fleet' that carries Iran'sillicit oil
to buyers around the world.
These measures will help fur-
ther deny Iran financial re-
sources used tosupportits mis-
sile programmes and provide
support for terrorist groupsthat
threaten the United States, its
allies, and partners,” Sullivan
said.
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Crupe WATCH
OIL PRICES SETTLE LOWER

Oil prices settled lower on Friday but rose for the second straight
week as investors weighed factors such as possible supply
disruptions in the Middle East and Hurricane Milton's impact on
fuel demand in Florida. REUTERS
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US sanctions
Indian firm
for carrying
Iranian oill

ASSOCIATED PRESS
Washington, October 12

AN INDIAN SHIPPING firm is
among the dozen-odd compa-
nies sanctioned by the US for
allegedly carrying Iranian oil
for sale to buyers in Asia days
after slapping restrictions tar-
getting Iran's energy trade for
its October 1 attack on Israel.

Gabbaro Ship Services, the
India-based company, was
involved in the transport of
Iranian petroleum asthetech-
nical manager of crude oil
tanker Hornet and knowingly
engaged inasignificant trans-
action for the transport of
petroleum from Iran as part of
a 'ghost fleet| the US state
departmentalleged.

The latest American sanc-
tionsagainst many companies
globally comes in response to
Iran's October 1 ballistic mis-
sile attack against Israel.

“This attack targeted
Israel'smost populated city, Tel
Aviv, and could have killed
hundreds if not thousands of
innocent people,” US NSA Jake
Sullivan said.

Following that attack, the
US had made it clear that Iran
would face severe
consequences, he said, and
added, the departments of the
treasury and state on Friday
announced the “new and
significant measures to
more effectively target Iran's
energy trade”

Sullivan added that the new
designations include mea-
sures against the 'ghost fleet'
that carries Iran's illicit oil to
buyers around theworld.
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