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Welcome to the February 2022 edition.
The Indian economy is trying to cope with the new virus threat, but the macro-economic variables
suggest that challenges are going to be there in near future. The CPI inflation has increased from 4.91%
to 5.59% which shows that the retail inflation is going near the RBI upper range of 6%. This will force the
RBI to consider rise in interest rates. The IIP index has reduced from 3.1% to 1.4% which shows that the
demand in the manufacturing segment is also sluggish and with the new virus creating headlines, the
supply chain disruption cannot be ruled out.

FROM

BBF SECRETARIAT
US Fed Reserve has already indicated that they would be rising interest
rates 3 times in 2022 and 3 times in 2023 and thus hardening of interest
rates is only a matter of time. The US inflation is at 7% which is highest
since 1982 putting lot of pressure on US Fed to increase the interest
rates. Hardening of interest rates have already put pressure on the
emerging stock market including Indian markets. The year 2021 saw the
Foreign Institutional Investor putting only Rs. 26000 crores in Indian
markets while the domestic mutual funds had invested Rs. 76,000
crores which shows the power of the domestic funds.

YEAR
2017
2018
2019
2020
2021
Total

SIP (INR)
59,482
88,607
98,612
97,033
1,14,012
4,57,746

FIIs (INR)
51,253
-33,013
1,01,120
1,70,260
26,951
3,16,571

INR Crores
Source: The Economic Times dated 12/01/2022

The above table shows the power of the retail investors who are investing in big way through the SIP
route. The power of the small investment has clearly been seen in the table especially in 2021 when the
FIIs investment has been very less while the MF SIP flows have been at all time high level. This proves
that mutual fund flows have been strong pillars of our stock markets.
GST collections have been consistently rising and have been able to collect more than Rs. 1 lakh crores
for the 6 consecutive months which shows that the economy is trying to stabilize, and businesses are
trying to improve.

BBF conducted 30 webinars towards investor education
and awareness initiatives which were attended by
over 1300 participants.
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HOW TO START IMPLEMENTING ESG REPORTING?
institution to onboard a customer or maintain a customer
relationship without checking clients against reputation, political
exposure or adverse news. However, this was not always the
case and KYC is still seen as a cost, even when considering how
indispensable it is.
On the other hand ESG reporting is currently viewed as “doing the
right thing”. Of course it is also a constraint on resources. But it is
also often a conscious choice made by clients who want to
establish the positive ESG impact of their operations or of their
investments. A larger number of firms want to use ESG as a
differentiator, in many areas.

Florian Dumas
Founder and Executive Director
U-Reg (Singapore based RegTech)

R

egulatory pressure and client expectations around ESG
reporting are increasing significantly across industries.
There have been numerous actions taken to promote the
adoption of sustainable goals as key business criteria, especially
in the financial industry. Market participants must now consider
sustainability when investing and taking business decisions. As a
result, there is greater diligence checks on ESG profile of specific
transactions and counterparts to meet internal and external
compliance requirements.
For anybody old enough to remember the rise of KYC
requirements, it seems like ESG reporting is the new KYC. A
strong case can be made that ESG reporting is an integral part of
the KYC process, confirming if needed that ESG reporting
requirements are here to stay. These requirements will likely
become more complex as they mature, with the number of
entities in scope growing larger.
A voluntary approach to ESG reporting is an opportunity to
differentiate. The implementation of ESG reporting however
raises questions and problems with regards to identification of
the solutions that will ultimately help market participants report or
attest compliance with ESG requirements.
ESG reporting is (the new) KYC
KYC was originally imposed by regulators to mainly fight money
laundering and terrorism financing. The push for implementation
was therefore driven and enforced by regulatory bodies. It was
often seen as a constraint to business and mostly as a cost,
especially when the fines started to rain down. Perception has
changed though and it is now unthinkable for a financial
6

A voluntary approach to ESG reporting
is an opportunity to differentiate. The
implementation of ESG reporting
however raises questions and problems
with regards to identification of the
solutions that will ultimately help
market participants report or attest
compliance with ESG requirements.

As a leading RegTech in Singapore, U-Reg worked with a leading
private bank in Singapore and a climate impact fund in Japan on a
solution facilitating secure and trusted ESG data collaboration in
the renewable energy domain. This application, built on
blockchain technology, guarantees the integrity of data ingested
from IoT sensors to establish the true impact and the carbon
offset of renewable energy projects. The Monex Climate Impact
(MCI) fund in Japan initially approached us with an interest to
develop such a solution so that they could establish the true ESG
impact of their investments, for them and their clients. ESG
reporting in this case is not a cost, it’s an investment and a
differentiator.
Reputation matters indeed, and institutions who have poor ESG
credentials would run the risk of seeing their business impacted
negatively. As a result, ESG reporting mandates entities to
disclose information, very similarly to KYC processes. In both
cases this requires significant efforts to gather and analyse data.
At the same time, there are numerous entities that do not
implement nor follow ESG best practices even if it comes, or will
come, at the expense of performance or business opportunities.
There is therefore a need for a more direct approach in the form of
compulsory reporting, which is now being implemented in many
jurisdictions. In turn, this will push financial institutions to
perform ESG due diligence more thoroughly and on a broader set
of clients.
This sounds like KYC, doesn’t it? Interestingly, efforts to
implement ESG reporting are led by financial regulators in many
countries. The latter have historically looked after market
FORUM VIEWS - FEBRUARY 2022

practices, solvency ratios or anti-money laundering policies for
the impact these might have on the institutions or on the markets
they supervise. ESG is not the first thing that springs to mind
when thinking of a financial regulator’s mandate. At the same
time, who better than them to implement and drive KYC “like”
regulations? They have the expertise and the experience, and
have the mandate to enforce reporting.
This means that ESG reporting will be mandatory and enforced by
experienced regulators on one hand and by financial institutions
on the other hand. The latter have large compliance teams that
are also experts in reporting requirements even if there is a
potential shortage of ESG experts. A standardised ESG
questionnaire complementing KYC requirements would be a
natural outcome for financial institutions to record and assess
ESG requirements both internally and externally, i.e. for their
clients.
Implementation of ESG reporting can be challenging
As often the devil is in the details and there are some speed
bumps on the way to a standardised process.
Data is the first issue. Touching upon our example on renewable
energy, collecting data from IoT sensors was “easy” – the data is
there, the connection is established and the data is available for
ingestion. That’s not always the case.
Current data providers help produce datasets for the purpose of
ESG reporting. However, differences in methodologies over two
providers might result in different outcomes or different ESG
ratings on the same data set. In practice, financial Institutions will
have to increasingly collect and manage ESG-related KYC
information internally, or get them from their clients. On that
point, it is also worth highlighting that there is still a lack of
understanding and knowledge on the requirements for ESG
reporting.
I recall, in my previous life as an investment banker, of a client
looking for investment solutions. The sales team pitched four
different products, with some variations in risk profiles or
underlying assets. The answer after a three hour pitching
session? “I like all products and I will invest in the structure that
has the best sustainability rating”. Needless to say that it was a
scramble to (i) understand which data should be gathered, (ii)
collect data, (iii) determine a methodology to calculate a
sustainability rating and therefore (iv) come up with an actual
recommendation.
Standardisation, or rather the “improbable” goal of
standardisation, is a second hurdle. The pursuit of
standardisation in ESG reporting makes sense, as does KYC
standardisation. Most likely this will not be achieved soon,
especially as we see the emergence of regional ESG standards
(SASB, SFDR..). Similarly to KYC processes all stakeholders
agree that there is a need for standardization and there is indeed a
large overlap across jurisdictions. But local frameworks are to
prevail and regional differences to remain for the foreseeable
future, at least. Concretely this means that financial institutions
are at risk of processing ESG reporting of their clients locally or
regionally, in multiple jurisdictions, as they do for KYC.
7

Using existing regulatory solutions as a foundation for ESG
reporting
The experience gathered in KYC processes will likely be useful to
tackle a number of the challenges faced when implementing ESG
reporting. Such challenges include developing ESG in-house
knowledge, collecting and managing ESG data and defining ESG
risk models that will be embedded in business processes.

The experience gathered in KYC
processes will likely be useful to
tackle a number of the
challenges faced when
implementing ESG reporting.
Such challenges include
developing ESG in-house
knowledge, collecting and
managing ESG data and defining
ESG risk models that will be
embedded in business processes.

The first step is probably to focus on existing regulatory solutions
that meet the needs of ESG reporting. This will allow financial
institutions and clients alike to reach ESG reporting goals faster
and at a lower cost - there is no need for new developments. We
for example have adapted our product suite to match the new ESG
needs of our clients. This usually means adapting taxonomies
while the expertise needed in data collection, data management
or data sharing is similar. Other service providers have done the
same, or will probably do it. There is still work to be done on
taxonomies but the problems around data remains similar for both
processes.
A number of initiatives also aim to facilitate access to data with
an “open source” model. In this case, establishing data models
and data collection becomes simpler. However, end clients will
still need help to process the information and distribute it.
Registries being established to verify and certify ESG credentials
will therefore also need to include service providers with
expertise in the regulatory space so that they link end users and
registries.

Florian Dumas is the founder and an Executive Director of U-Reg, a Singapore
based RegTech. U-Reg digitalises and automates regulatory, reporting and
onboarding workflows through the deployment of technology innovation. He is a
seasoned finance professional with a 25 year career in finance prior to
establishing U-Reg. He was previously Head of Sales Asia for two major European
banks, managing teams across the APAC region, and as a senior sponsor was
leading large technology and infrastructure projects. He is an expert in regulatory
processes and has a strong understanding of problems faced by financial
institutions or by their clients.

FORUM VIEWS - FEBRUARY 2022

ASIA-PACIFIC MARKETS MONTHLY
HIGHLIGHTS AND INSIGHTS
INITIAL PUBLIC OFFERINGS BY COUNTRY/REGION
In December 2021, China led the table with 50 IPOs with a total transaction value of over US$ 14bn. In 2021, the number of IPO deal increased by 30% on YoY
basis and the deal value increased to US$ 186bn. China led APAC with 584 deals and US$110bn deal value. South Korea witnessed the greatest growth in
deal value (9,341%), surging from US$ 233mn to US$ 22bn.
No. of IPOs and Value YTD Activity (21’ vs. 20’)

No. of IPOs and Value by Country/Region (Dec’21)
Country

No. of Deals

Value of Deals
($USDmm)

China
Japan
Australia
India
Indonesia
South Korea
Thailand
Malaysia
Philippines
Singapore
Hong Kong
New Zealand
Vietnam
Taiwan

50
31
22
20
12
7
5
4
2
2
1
1
1
0

14,647.40
1,729.20
430.10
2,123.10
808.60
253.90
164.70
185.70
91.70
263.50
150.00
236.50
8.20
0.00

Key

Threshold (No. of Deals)
0
>1 - 8
>8 - 16
>16 - 23
>23 - 31
>31 - 39

21 YTD
Jan 1, 2021 Dec 31, 2021

China
Japan
Australia
India
Indonesia
South Korea
Thailand
Malaysia
Philippines
Singapore
Hong Kong
New Zealand
Vietnam
Taiwan
Total

584
122
189
120
54
109
40
29
9
20
25
5
4
10
1,320

No. of deals
20 YTD

Value of Deals ($USDmm)
20 YTD
21 YTD
YoY Growth
YoY Growth
YoY
Comparison
YoY
Comparison
Jan 1, 2020 Jan 1, 2021 - Jan 1, 2020 Through
Through
Dec 31 2020
Dec 31, 2021 Dec 31, 2020
Dec 31, 2021
Dec 31, 2021
538
1,10,142
9%
4,214
2514%
94
30%
6,300
613
928%
152%
75
8,053
2,033
296%
161%
46
17,739
3,087
475%
52
4%
4,341
4,720
-8%
9341%
88
24%
21,965
233
1,24,301
28
43%
3,920
-97%
27
7%
2,638
807
227%
200%
3
2,646
132
1903%
16
25%
2,350
4,706
-50%
32
-22%
3,220
439
634%
6
-17%
842
1,581
-47%
7
-43%
1,014
NA
67%
4899%
6
881
18
1,018
30%
1,86,050
1,46,883
27%

Source: S&P Global Market Intelligence as of January 1, 2022. Figures are based on public offerings offer date.
Includes all closed transactions. Tables are provided for illustrative purposes.

PRIVATE EQUITY INVESTMENTS & BUYOUTS BY COUNTRY/REGION
In terms of PE investments, China ranked the first in PE deal count (173) and transaction value (over US$ 14bn), followed by Australia. In 2021, the number of
transactions increased by 58% while the deal value declined by 82% compared to 2020. Except for Australia (increased by 421%), all other countries/regions
dropped in deal value by various scales in 2021.
No. of Deals and Value YTD Activity (21’ vs. 20’)

No. of Deals and Value by Country/Region (Dec’21)
Country

No. of Deals

Value of Deals
($USDmm)

China
India
Japan
Australia
South Korea
Singapore
Hong Kong
New Zealand
Indonesia
Taiwan
Vietnam
Malaysia
Philippines
Thailand

173
45
29
22
15
10
6
5
4
3
1
0
0
0

14,074.40
2,695.60
115.90
4,329.60
654.60
274.80
1,517.10
37.80
94.00
1,522.20
350.00
0.00
0.00
0.00

Key
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Threshold (No. of Deals)
0
>1 - 31
>31 - 61
>61 - 92
>92 - 122
>122 - 153

21 YTD
Jan 1, 2021 Dec 31, 2021

China
India
Japan
Australia
South Korea
Singapore
Hong Kong
New Zealand
Indonesia
Taiwan
Vietnam
Malaysia
Philippines
Thailand
Total

1,880
504
381
165
286
159
47
29
61
17
33
18
17
10
3,607

No. of deals
20 YTD

Value of Deals ($USDmm)
20 YTD
21 YTD
YoY Growth
YoY Growth
Jan 1, 2020 - YoY Comparison Jan 1, 2021 - Jan 1, 2020 - YoY Comparison
Through
Through
Dec 31 2020
Dec 31, 2021 Dec 31, 2020
Dec 31, 2021
Dec 31, 2021
1,136
1,10,166
1,12,635
65%
-2%
1,39,604
251
101%
28,699
-79%
1,53,128
339
12%
10,878
-93%
75,251
421%
111
49%
14,456
1,73,624
253
13%
32,089
-82%
1,59,542
83
92%
15,162
-90%
1,15,176
24
96%
29,691
-74%
1,54,755
20
45%
756
-100%
154%
1,41,613
24
2,250
-98%
1,64,637
9
89%
2,277
-99%
16
106%
1,714
65,107
-97%
125%
1,53,231
8
758
-100%
240%
1,52,728
5
977
-99%
5
100%
503
66,758
-99%
2,284
58%
3,11,171
17,66,995
-82%

Source: S&P Global Market Intelligence as of January 1, 2022. Figures are based on M&A announcement dates. Includes both
closed and pending transactions as well as those without transaction values. Tables are provided for illustrative purposes.
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VENTURE CAPITAL INVESTMENTS: NON BUYOUTS BY COUNTRY/REGION
In terms of VC investment, China led the APAC region with largest deal count (240) and deal value of over US$11bn. Both deal count (5,595) and deal value
(US$ 248bn) experienced YoY growths in 2021 in APAC. Leading the table, the VC deals soared by 11,292% in Japan, followed by South Korea (3,718%).
No. of Deals and Value YTD Activity (21’ vs. 20’)

No. of Deals and Value by Country/Region (Dec’21)
Country

No. of Deals

Value of Deals
($USDmm)

China
India
Japan
Australia
Singapore
South Korea
Indonesia
Hong Kong
New Zealand
Vietnam
Taiwan
Philippines
Malaysia
Thailand

240
92
58
24
23
15
8
7
6
4
3
1
0
0

11,276.00
2,717.30
186.00
3,687.20
490.10
480.20
104.00
103.70
40.20
552.90
62.20
3.50
0.00
0.00

Key

Threshold (No. of Deals)
0
>2 - 44
>44 - 89
>89 - 133
>133 - 178
>178 - 222

21 YTD
Jan 1, 2021 Dec 31, 2021

China
India
Japan
Australia
Singapore
South Korea
Indonesia
Hong Kong
New Zealand
Vietnam
Taiwan
Philippines
Malaysia
Thailand
Total

2,704
958
709
205
322
275
135
67
59
64
22
28
29
18
5,595

No. of deals
20 YTD

Value of Deals ($USDmm)
20 YTD
21 YTD
YoY Growth
YoY Growth
Jan 1, 2020 - YoY Comparison Jan 1, 2021 - Jan 1, 2020 - YoY Comparison
Through
Through
Dec 31 2020
Dec 31, 2021 Dec 31, 2020
Dec 31, 2021
Dec 31, 2021
1,620
1,13,330
67%
23,976
373%
556
72%
26,410
8,285
219%
11292%
594
19%
8,093
71
116
77%
39,338
1,320
2881%
184
75%
16,074
2,922
450%
240
15%
12,957
339
3718%
86
57%
1,987
74
2584%
46
46%
24,675
2,430
916%
26
127%
626
7,086
-91%
29
121%
1,584
NA
18
22%
858
897
-4%
250%
8
810
6,849
-88%
13
123%
818
265
209%
1,44,524
15
20%
105
-100%
3,551
58%
2,47,664
1,99,038
24%

Source: S&P Global Market Intelligence as of January 1, 2022. Figures are based on transaction announcement dates. Includes
both closed and pending transactions as well as those without transaction values. Non-buyouts will include all features except
for leverage buyouts ( LBO), management buyout or secondary LBO. Tables are provided for illustrative purposes.

MARKET ATTRIBUTES: INDEX DASHBOARD
Summary
• The S&P Pan Asia BMI gained 2% in December, narrowly moving into the black for 2021 with a gain of 1%.
Whilst the broad-based benchmark was weighed down by blue chips, firms lower down the capitalization
scale fared better, with the small- and mid-cap components of the BMI rising 9% and 5%, respectively on the
year.
• Around half of the region’s domicile’s contributed positively to returns this year. After a series of regulatory
crackdowns and troubles in the property market made investors wary of Asia’s largest economy, Hong Kong
and China pulled at the rear.
• The strong performance of Indian equities offered one of 2021’s major highlights. The S&P BSE SENSEX had
its best total return since 2017, advancing 23%, outpacing most major emerging markets and marking a third
consecutive year of double-digit returns. Australia, Japan and Taiwan’s stock market were also made large,
positive contributors to the S&P Pan Asia BMI.
• Six out of 11 pan-Asia GICS® sectors finished the year in positive territory, with Utilities’ 14.0% return
pipping Energy’s 13.7% to claim the top spot. Health Care, Communication Services and Consumer
Discretionary provided a trifecta of double-digit declines, all down between 12-14%.
• Enhanced Value was the best performing factor in December and this year, with 5% and 11% total returns,
respectively. Low Volatility was another bright spot, also gaining 8% this year while, at the opposite end of the
spectrum, Growth shed 4% in 2021, a marked reversal from 2020’s outperformance.
• Most of our reported Asian government bond indices closed 2021 with losses, except for China and India,
which gained 5% and 3%, respectively.

S&P Pan Asia BMI Country Contribution
FY 2021
Taiwan
India
Australia
Japan
S&P Pan Asia BMI
Singapore
(0.9%)
Thailand
Indonesia
Pakistan
0.0%
Philippines
0.0%
Malaysia
-0.1%
New Zealand
-0.1%
Hong Kong
-0.2%
South Korea
-0.4%
China -4.6%
-6.0%

-4.0%

-2.0%

2.3%
2.1%
1.2%
0.4%
0.3%
0.1%
0.0%

0.0%

2.0%

4.0%

Source: S&P Dow Jones Indices LLC and/or its affiliates. Data as of December 31, 2021. Index performance based on total return. Numbers in brackets are closing price levels for the
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BHOOMI KOTAK
& ANISHA KALA
Financial services professionals
Kaytes Business Consultants LLP
SEBI’S ACCREDITED INVESTORS FRAMEWORK
The key role of any Capital Market regulator across the Financial Services focused countries is to protect the interests of the
investors. While this aspect is extremely critical and micro managed by the regulators, it has also acknowledged the presence of
matured and well-informed set of investors as well as capable of taking due risks. This has brought the need to carve out a set of
investors that may not require due protection and strictures otherwise laid down in the law. The concept of Accredited Investor (‘AI’)
has emerged from this requirement.
Accredited Investor (‘AI’)- What does it mean in General?
On careful analysis, the consensus by most regulators globally, including SEBI, narrows down the definition of an AI to be an investor
who is well informed about various financial products and services as well as the risks attached with them. Therefore, these
investors may not require high regulatory protection. However, the main distinction between smaller retail investors and an AI does
not lie in the mere understanding of such products and services, rather, it is based on the financial capacity to invest in various
products and services and also absorb any loss arising thereof.
Accredited Investors in Other Countries
• Accredited investor designations also exist in other countries..
• Countries like U.S., Canada, Australia, and Singapore, have income and net worth requirements, while other countries have
differing requirements.
• In the EU and Norway, for example, there are three tests to determine if an individual is an accredited investor.
» The first is a qualitative test, an evaluation of the individual's expertise, knowledge, and experience to determine that they are
capable of making their own investment decisions;
» The second is a quantitative test;
» Lastly, the client has to state in written form that they want to be treated as a professional client.
What are the benefits - global perspective
• The primary benefit of being an accredited investor is that it gives a financial advantage over others. Because your net worth or
income is already among the highest, being an accredited investor allows you access to investments that others with less wealth
do not have access to. One of the simplest examples of the benefit of being an accredited investor is being able to invest in hedge
funds, private equity funds, Venture capital funds etc.
• These investments could have higher rates of return, better diversification, lesser regulatory requirements, lesser ticket size,
highly customised products and many other attributes that help build wealth, and most importantly, build wealth in a shorter time
frame.
• Issuers of securities and providers of investment products/ services are offered a regulation-light regime, to offer their
products/services to Accredited Investors. This sometimes implies relaxation with respect to disclosure requirements, filing of
offer document/ prospectus etc., and flexibility in respect of investor reporting.
Accredited investors framework in India
The Securities and Exchange Board of India (‘SEBI’) has recently released the SEBI (Alternative Investment Funds) (Third
Amendment) Regulations, 2021 on August 03, 2021. The amendment to introduce Accredited Investors as a new category of
10
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investors in an Alternative Investment Fund This move can be seen as a successor to the initial SEBI consultation paper on AIs,
released in February 2021.
Key Terms
Accreditation Agency: Means a subsidiary of a recognized stock exchange or a subsidiary of a depository or any other entity as may
be specified by the Board from time to time.
Accredited Investors: Means any person who is granted a certificate of accreditation by an accreditation agency, who satisfies
below presented criteria.
Eligibility Criteria for
Accredited Investor

Individuals,
HUFs, Family
Trusts and sole
proprietorship
Annual
Income
>= INR 2
Crore; OR

Body
Corporates

Partnership
Firms

Net Worth
>= INR 50
Crore

Each partner should
meet Accredited
Investor criteria as
mentioned for individuals

Trusts (other
than family
trusts)

Assets under
Management
>=INR 50 Crore

Deemed
AI

Central
Government
and the State
Governments
Developmental agencies set up under
the aegis of the Central Government
or the State Governments

Net Worth >= INR 7.5 Crore, out of
which at least INR 3.75 Crore is in the
form of financial assets; OR

Qualified institutional buyers as
defined under the Securities and
Exchange Board of India (ICDR).2018

Annual Income >= INR 1 Crore+ Net
Worth >= INR 5 Crore, out of which at
least INR 2.5 Crore is in the form of
financial assets

Sovereign wealth funds and
multilateral agencies and any other
entity as may be specified

Large value fund for accredited investors: means an AIF or scheme of an AIF in which each investor (other than the Manager,
Sponsor, employees or directors of the AIF or employees or directors of the Manager) is an accredited investor and invests not less
than seventy crore rupees;”
The concept of AI, as per SEBI, envisages that:
• Such accreditation can lead to identifying a class of sophisticated investors who have the ability and willingness to invest in the
securities market, particularly in investment products that are relatively riskier and have minimal regulatory oversight. What adds
to the benefit is that the redundant restrictive practices are relaxed for these classes of investors.
• The minimal intervention by the regulator means the chances of financial losses are much higher in spite of the fact that AIs have a
better understanding of investments. Thus, it may rightfully be asserted that the tag of AI enables the holder to enter into a trade-off
between investment security and ease of investing.
Comparative Analysis under different regulations
Particulars
Meaning of
AI
Fees & exit
load
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SEBI AIF
Regulations 2012

SEBI (Portfolio Managers)
Regulations, 2020

Investors fulfilling eligibility Same meaning as assigned to in SEBI
criteria as presented above (Alternative Investment Funds) Regulations,
2012.
Flexibility to decide fees
In case of large value accredited investors, with
rests with Investment
minimum investment amount of `10 crore., the
Manager and Investors
quantum and manner of exit load applicable to
(whether AI or not)
the client of the portfolio manager will be
governed through bilaterally negotiated
contractual terms

SEBI (Investment Advisers)
Regulations, 2013 (“IA Regulations”)
Same meaning as assigned to in SEBI
(Alternative Investment Funds)
Regulations, 2012.
In case of accredited investors, the
limits and modes of fees payable to the
IA will be governed through bilaterally
negotiated contractual terms.

FORUM VIEWS - FEBRUARY 2022

Exemption/Benefits to Accredited Investors
Exemptions/Benefits introduced by SEBI AIF
(third amendment) Regulations,2012

SEBI AIF Regulations, 2012 (before amendments)
The AIF shall not accept from an investor, an investment of
value less than one crore rupees

Minimum investment threshold shall not apply to accredited investors

Private placement memorandum shall be filed with the
These requirements shall not apply to large value fund for accredited
Board at least thirty days prior to launch of scheme along
investors.1
with the fees as specified in the Second Schedule:
Provided that payment of scheme fees shall not apply in
case of launch of first scheme by the Alternative Investment
Fund.
Extension of the tenure of the close ended AIF may be
permitted up to two years subject to approval of two-thirds
of the unit holders by value of their investment in the
Alternative Investment Fund.

Large value funds for accredited investors may be permitted to extend
its tenure beyond two years, subject to terms of the contribution
agreement, other fund documents and such conditions as may be
specified by the Board from time to time.

Category I and II AIFs shall invest not more than
twenty-five percent of the investable funds in one
Investee Company.

Provided that large value funds for accredited investors of Category I and
II may invest up to fifty percent of the investable funds in an investee
company directly or through investment in the units of other AlFs.

Category III Alternative Investment Funds shall invest not
more than ten per cent of the net asset value in listed
equity of an Investee Company and shall invest not more
than ten per cent of the investable funds in securities
other than listed equity of an Investee Company, directly or
through investment in units of other AIFs.

Provided that large value funds for accredited investors of Category III
Alternative Investment Funds may invest up to twenty per cent of the
net asset value in listed equity of an Investee Company and may invest
up to twenty per cent of the investable funds in securities other than
listed equity of an Investee Company, directly or through investment in
units of other AIFs.

1. Large value fund for accredited investors: means an AIF or scheme of an AIF in which each investor (other than the Manager, Sponsor, employees or directors of the
AIF or employees or directors of the Manager) is an accredited investor and invests not less than seventy crore rupees;

Modalities of Accreditation
• The Applicant desirous of availing the status of an AI shall make an application to one of the Accreditation Agencies for this
purpose, in the manner prescribed..
• For the purpose of verification of income and net worth, Applicants shall furnish the documents as presented below.
Documentary
proof required

For Calculation of net worth

Individuals, HUFs and
sole proprietorship

The assets of the Applicant
reckoned for assessment of
eligibility criteria are in the form of
real real estate, ‘ready reckoner
rate’ as published by the
respective local bodies shall be
considered for arriving at the
valuation. (for calculation of net
worth of individuals, value of the
primary residence of the Applicant
shall not be considered)
12

For the purpose of
verification of income

Body Corporates

Trusts

Either the audited accounts
(statutory audit) of the
financial year preceding the
one in which application is
being made or more recent
audited financials (audited
by the statutory auditor)
shall be considered for
assessment of eligibility as
Accredited Investor.

The calculation of Assets
under Management shall be
based on the Valuation data
as included in the Statutory
Audit report of the
preceding financial year or
in the more recent audited
accounts (audited by the
statutory auditor).

Applicants shall
furnish a selfcertified copy of
their Income Tax
Return for the
financial year
preceding the one in
which application
for accreditation is
being made.
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• Accreditation granted on the basis of financial information of one preceding year, shall be valid for a period of one year from the
date of accreditation. However, if an Applicant meets the eligibility criteria for each of the three preceding years to the one in
which application for accreditation is being made and furnishes the necessary documents to Accreditation Agency in support of
the same, then the accreditation shall be valid for two years from the date of accreditation.
• For renewal the accreditation status after expiry of validity of the Accreditation Certificate, shall be required to make a fresh
application to the Accreditation Agency along with all the necessary documents, including the proof of income/ net worth/ AUM
as presented above.
• Accreditation Agency shall verify that the investor is ‘fit and proper’ to participate in the securities market, including the investor
not being debarred from securities market, at the time of accreditation.
• Accreditation Agency(ies) shall issue an Accreditation Certificate to each Accredited Investor, which specifies, inter-alia, the
name and permanent account number (PAN) of the Applicant (or analogous unique identifier for foreign investors), date of
accreditation, validity of accreditation and a unique accreditation number.

The key role of any Capital Market regulator across the Financial Services
focused countries is to protect the interests of the investors. While this aspect
is extremely critical and micro managed by the regulators, it has also
acknowledged the presence of matured and well-informed set of investors AS
WELL AS capable of taking due risks.

Conclusion and The Way Forward
Accreditation system is evolving across the globe in these changing times where information is galore and is a click away. It will have
to be seen, how the globally acceptable systems in developed markets would fare with Indian Investors and well webbed financial
services regulations. It is a welcome move by the regulators and an acknowledgement of the presence of matured investors in the
system.
The views provided herein are of the author’s own.
Bhoomi Kotak and Anisha Kala (Kaytes Business Consultants LLP )
Kaytes Business Consultants LLP serves Financial Services industry and caters to diverse needs of clients, specializing in cross border taxation issues, regulatory and tax
compliances, SEBI Regulations, double tax treaty planning and FATCA.
Bhoomi Kotak, a Chartered Accountant has gained experience in regulatory and Fund compliance from Kaytes Business Consultants LLP and has assisted in set-up and
structuring Alternate Investment Funds in all categories. She has a deep understanding and working knowledge of SEBI (PM) Regulations and SEBI (AIF) Regulations. She has
propensity towards drafting various operating and regulatory policies applicable to AIFs, specifically, Angel Funds.
Anisha Kala, is a Financial Service Professional who practiced various regulatory and other fund compliances applicable to Alternate Investment Funds (for all categories),
Venture Capital Funds and Proprietary Trading Firms both at Fund and Investor level at Kaytes business consultants LLP. She has a working experience on fund set up, audit of
private placement memorandum, tax due diligence and advisory services related to legal structuring of proprietary trading firms.
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ZERICK DASTUR
Founder
Zerick Dastur, Advocates and Solicitors

CLEARING UP THE SMOKE & MIRRORS:
SEBI’S POWERS OF INVESTIGATION AND INQUIRY
1. Discuss the role of SEBI as an investigator and its
powers of investigation.
In order to carry out the statutory objectives of combating
market manipulation, insider trading and protecting investor
interests, the Securities and Exchange Board of India (SEBI)
is armed with wide-ranging powers under the SEBI Act,
1992 (Act). In order to identify, try and punish wrongful acts
in the securities market, it is necessary that SEBI be armed
with powers to investigate, call for records, record
statements and conduct searches. Black’s Law Dictionary
defines investigation as “to examine and inquire into with
care and accuracy”. In this regard, it may be pertinent to
mention that the ancient Roman philosopher Seneca
famously wrote, “If you judge, investigate.” Hence, the first
step in order to assimilate facts and detect a wrongdoing is
investigation.

The past two decades have seen
numerous cases where SEBI has
unearthed vital evidence as part of the
investigation conducted, which has led
to the passing of appropriate
directions in the interest of investors
in the securities market.
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Section 11(2) of the Act gives SEBI general powers,
including calling for information from, undertaking
inspection, conducting inquiries and audits of the stock
exchanges, mutual funds, market intermediaries and other
organizations in the securities market. This includes calling
for information and records from any bank or any other
statutory authority or board or corporation in respect of any
transaction in securities which is under investigation or
inquiry by SEBI. Furthermore, SEBI has the power to take
measures to undertake inspection of any book, or register,
or other document or record of any listed public company or
a public company (not being intermediaries) which intends
to get its securities listed on any recognised stock
exchange where SEBI has reasonable grounds to believe
that such company has been indulging in insider trading or
fraudulent and unfair trade practices relating to the
securities market.
Section 11C of the Act empowers SEBI to investigate the
affairs of any intermediary or any person associated with
the securities market and to prepare a report thereon by an
officer so appointed, referred to as the Investigating
Authority. The Investigating Authority is empowered to call
upon any intermediary or any person associated with the
securities market, to furnish such information, or produce
such books, or registers, or other documents or record
before it, if it is relevant or necessary for the purposes of its
investigation. Further, the Investigating Authority may
examine on oath, any manager, managing director, officer
and other employee of any intermediary or any person
associated with securities market in any manner, in relation
to the affairs of his business and may administer an oath
accordingly and for that purpose may require any of those
persons to appear before it personally. Notes of any such
examination must be recorded in writing and read over to, or
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by, and signed by, the person examined, and may thereafter
be used in evidence against him.
The failure of any person, or refusal without reasonable
cause, to produce any book, register, document or record, to
furnish any information, to appear before the Investigating
Authority personally when required or to answer any
question put to them, or to sign the notes of any
examination, is punishable with imprisonment for up to one
year, or with fine, which may extend to one crore rupees, or
with both, and also with a further fine which may extend to
five lakh rupees for every day after the first during which the
failure or refusal continues.
The Investigating Authority is, thereafter, required to
prepare a report based on its findings in the investigation
and inquiry.
Furthermore, Section 11(3) of the Act vests SEBI with the
same powers as that of a civil court under the Code of Civil
Procedure, 1908. Accordingly, SEBI may initiate the
discovery and production of books of account and other
documents, and enforce the attendance of persons and
examine them on oath; inspect any books, registers, and
other documents of the company; and issue commissions
for the examination of witnesses or documents.
The past two decades have seen numerous cases where
SEBI has unearthed vital evidence as part of the
investigation conducted, which has led to the passing of
appropriate directions in the interest of investors in the
securities market. The investigation once commenced can
last for a number of days/weeks and can entail the scrutiny
of voluminous records and documents. Many a times, the
assistance of specialized forensic investigators is also
taken where an issue involves a potential fraud which is
complex in nature.
2. What preventive measures can SEBI take either
pending or on completion of investigation or inquiry, in
the interests of investors or the securities market
Either pending or on completion of investigation or inquiry,
in the interests of investors or the securities market, by way
of a reasoned, written order, SEBI is empowered to take any
of the following measures: (a) suspend the trading of any
security in a recognized stock exchange; (b) restrain
persons from accessing the securities market and prohibit
any person associated with securities market to buy, sell or
deal in securities; (c) suspend any office-bearer of any stock
exchange or self- regulatory organization from holding such
position; (d) impound and retain the proceeds or securities
in respect of any transaction which is under investigation;
(e) attach, after passing of an order on an application made
for approval by a Judicial Magistrate of the first class
15

having jurisdiction, for a period not exceeding one month,
one or more bank account or accounts of any intermediary or
any person associated with the securities market; and (f)
direct any intermediary or any person associated with the
securities market in any manner not to dispose of or alienate
an asset forming part of any transaction which is under
investigation. SEBI may take the measures specified above,
in respect of any listed public company or public company
(not being intermediaries) which intends to get its securities
listed on any recognized stock exchange, in terms of the
provisions of the Act. Either before or after passing such
orders, SEBI must give an opportunity of hearing to such
intermediaries or persons concerned.
3. After completion of investigation what is the
procedure followed in an inquiry proceeding before SEBI
for imposition of monetary penalty?
The philosopher Plato famously wrote, “As it is, the lover of
inquiry must follow his beloved wherever it may lead him.”. In
keeping with this spirit, the SEBI (Procedure for Holding
Inquiry and Imposing Penalties) Rules, 1995 provide that
whenever SEBI is of the opinion that there are grounds for
adjudging under a penalty provision under Chapter VI-A of
the Act, it may appoint any of its officers not below the rank
of Division Chief to be an adjudicating officer (AO) for holding
an inquiry for the said purpose. The Act prescribes the
imposition of penalties for various violations relating to
activities in the securities market.
An inquiry before an AO must conform with the principles of
natural justice. In holding such an inquiry, the AO must first
issue a notice to such person, indicating the nature of the
offence alleged to have been committed by them and
requiring them to show cause, within a stipulated period, as
to why penalty should not be imposed (Show Cause
Notice).
As part of the process, the Noticee to a Show Cause Notice
may conduct an inspection of documents referred to and
relied upon in the Show Cause Notice. If statements of
individuals are relied upon in the Show Cause Notice, the
Noticee has a right to cross-examine such individuals.
Thereafter, a detailed written reply may be filed to the Show
Cause Notice. Once a reply is filed, an opportunity of
personal hearing is granted to the Noticee either to appear
personally or through their lawyer or other authorised
representative. An opportunity will be given to the Noticee to
produce such documents or evidence as he may consider
relevant to the inquiry. Upon consideration of the evidence
produced if the AO is satisfied that the violation against the
Noticee is established, they may, by order in writing, impose
such penalty as he thinks fit in accordance with the
provisions of the Act.
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4. What are some recent developments in connection
with the service of process as part of an inquiry?
As the times change, so too does SEBI’s arsenal of powers
to match pace with the rapidly evolving advancements in
the global techno-commercial landscape.

As part of the process, the Noticee to a
Show Cause Notice may conduct an
inspection of documents referred to
and relied upon in the Show Cause
Notice. If statements of individuals are
relied upon in the Show Cause Notice,
the Noticee has a right to crossexamine such individuals. Thereafter, a
detailed written reply may be filed to
the Show Cause Notice.

In the case of In Re Cognizance for Extension of
Limitation (2020) 9 SCC 468, the Hon’ble Supreme Court of
India inter alia recognized that service of notice, summons
and exchange of pleadings/documents, is a requirement of
virtually every legal proceeding and directed inter alia that
such services may be effected by email, fax or commonly
used instant messaging services, such as WhatsApp,
Telegram, Signal, etc. The Hon’ble Supreme Court further
directed that, however, if a party intends to effect service by
means of said instant messaging services, in addition
thereto, the party must also effect service of the same
document(s) by email, simultaneously on the same date.
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In keeping with this legal development, on 31st December
2021, vide amendments to the SEBI (Procedure for Holding
Inquiry and Imposing Penalties) Rules, 1995, the Securities
Contracts (Regulation) (Procedure for Holding Inquiry and
Imposing Penalties) Rules, 2005 and the Depositories
(Procedure for Holding Inquiry and Imposing Penalties)
Rules, 2005, the service of notices and orders by fax,
electronic mail or electronic instant messaging services
along with electronic mail, was formally introduced into
SEBI’s procedural law in addition to the existing modes of
valid service, viz. courier, speed post or registered post.
Further, a notice sent through electronic mail or electronic
instant messaging services along with electronic mail must
be digitally signed by the competent authority. However,
bouncing of such electronic mail would not constitute valid
service.
(Advocate Zerick Dastur and Advocate Tanvi Gaitonde)
Views of the author are personal and do not constitute legal advice.
Zerick Dastur is Proprietor of the Law Firm, practicing in the field of Court
litigation, Dispute Resolution, Arbitration, Securities law and Competition Law.
He is a triple Gold Medalist from Mumbai University having topped the Mumbai
University in Law. His practice covers diverse areas of Corporate, Commercial,
Securities law and Regulatory disputes. He is representing a number of clients in
the Port Sector, Infrastructure and Mining Sectors. He has represented clients in
domestic and international, commercial arbitration matters. He handles a
number of cases relating to securities law litigation and SEBI. He was a former
Partner at the Law Firm, J. Sagar Associates.
He has litigation experience before the Hon’ble Supreme Court, various State
High Courts Statutory Tribunals and Regulators. He has been involved in a number
of matters involving issues of Constitution Law. He has been involved in landmark
matters involving defence of Auditors and Corporate clients before various
Regulators/Civil/Criminal Courts and Tribunals in connection with Corporate
frauds. He has also advised various clients in matters involving shareholder
disputes and minority actions before the NCLT and CLB.
He also practices Securities Law and appears before the Securities Appellate
Tribunal and the SEBI. He has advised clients in connection with Competition Law
issues in everyday business operations including issues relating to anticompetitive agreements and abuse of dominance by enterprises.
He writes for various newspapers and publications on issues relating to
Corporate law, Arbitration, Commercial and Competition Law. He regularly writes
on securities law for the publication run by the Bombay Stock Exchange Brokers
Forum. He is a regular speaker at events organised by Economic Times, VC Circle,
Indian Merchant Chambers, Consumer Resources, Corporate Knowledge
Foundation and the World Zoroastrian Chamber of Commerce.
He is a Member of the Law Committee of Indian Merchant Chambers and was
involved in the drafting of the Rules for the IMC International Arbitration Centre.
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INSIGHTS
INDIA'S GROWTH STORY WHY SHOULD ONE INVEST?
Mrinal Singh
CEO & CIO, InCred AMC

A

ccording to the International Monetary fund , India
is going to be the fastest growing economy in the
world. Since the highly disruptive second
pandemic wave began receding in mid-2021, mobility and
activity have picked up, led primarily by pent-up goods
demand. The improvement was supported by the
country’s impressive vaccine rollout, which at one point
saw up to 10 million vaccines administered per day.
The government demonstrated a measured response
concerning fiscal stimulus last year, and instead focused
on extending its Production Linked Incentive (PLI) scheme
to promote domestic manufacturing. This prudence has
proved to be the right move, and its success is now
manifesting in the form of substantial foreign direct
investment (FDI) flows and job creation.

Upbeat on India
With the government forging ahead with reforms despite
covid disruptions, a young working class, rise in high
skilled exports like mobile phones, pharmaceutical
products, automobile parts and IT services, digital startups booming and contributing to the capex cycle and job
creation, India’s is poised to unleash its inherent potential.
India’s GDP on an upward trend:
The 1st advance estimate (AE) of GDP for FY22 indicates
GDP growth at 9.2% and GVA growth estimate is 8.6%.
Nominal GDP growth is a whopping at 17.6%. Notably, this
is the second highest nominal growth achieved with
19.9% nominal growth registered in 2010-11 and 17.1%
growth in 2006-07. The Reserve Bank of India projects
India’s GDP to grow by 9.5% in FY22.

Given this, the central government is likely to meet its
fiscal deficit target of 6.8% of GDP in FY22, led by strong
momentum in direct tax revenues, stable GST revenues,
and moderate expenditure.
The country registered the highest ever annual foreign
direct investment (FDI) Inflow of $81.97 billion
(provisional figure) in the financial year 2020-21,
according to the Ministry of Commerce and Industry .
India’s government bonds are expected to be included in
some of the global bond indices in 2022, due to which
large inflows could push the BoP into a hefty surplus by
FY23E. Currently, India’s BoP for Q2FY22 stands at $9.6bn
(1.3% of GDP) against surplus of $6.6bn (0.9% of GDP) in
Q1FY22
While other leading economies face the issue of managing
an aging population, India has one of the youngest
populations globally. According to UNESCO, over 600
million people, or almost one in two, are under the age of
25 . The large working population will be a catalyst for
strong economic growth over the coming decades. As
urbanization rates continue to rise along with strong wage
growth, we believe India’s rising aspirational consumer
class will likely lead to sustained growth in consumption
and investment.
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In terms of income per capita, India has crossed
$2,000/capita and expected to reach the $3,000 mark by
FY25E and $4,700 by FY30E . Private consumption is
expected to drive recovery. Discretionary spending is
likely to surge, with the positive effect being felt on
sectors like healthcare, communication, transport,
recreation activities etc.
Capex recovery visible:
India’s capex cycle is at the cusp of revival aided by
several factors including chronic underinvestment for
several years, rebound in profitability, improved corporate
balance sheets, favourable policy environment and even
low interest rates. Multiple policy support like low tax rate,
interest rate, surplus liquidity, PLI scheme, buoyant equity
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market etc has helped in faster investment recovery.
Various macro parameters like business confidence,
tendering activity, central government capex, engineering
goods export & import, IIP capital goods are hinting
towards a pick-up in capex cycle finally. We believe that
the capex cycle in 2021 is echoing 2003, and the tailwinds
at this juncture are stronger than that period-

With the government forging ahead with
reforms despite covid disruptions, a
young working class, rise in high skilled
exports like mobile phones,
pharmaceutical products, automobile
parts and IT services, digital start-ups
booming and contributing to the capex
cycle and job creation, India’s is poised to
unleash its inherent potential.

• In the period of 2003-2011, annual capex grew by 20%
for eight out of nine years
• Most companies benefited during the capex boom as
earnings jumped across sectors. Revenue and earnings
logged CaGR of 19.1% and 20.9% respectively over the
nine-year period of FY03-11
Additionally, the strong global capex driven by easy liquidity
policies, will provide a significant boost to the domestic
trend. Historically, global capex cycle was particularly
strong during 2002-07 (11.4% CAGR), driven by China,
India, Brazil, Russia, Turkey, Indonesia, Australia, Spain &
Mexico . Fiscal, monetary and liquidity support globally
was one of the key reasons for the start of an upcycle.
Strong fiscal and monetary support provided again post
2007-08 global financial crisis helped initiate a capex
upcycle during 2009-12 (8.1% CAGR).
According to an analysis of Refinitiv data for 4100 global
non-financial firms with a market value of at least $1 billion,
estimates show their cumulative capital expenditure is set
to grow 10% this year, the most in a decade, before slowing
in 2022.

Exhibit - Refinitiv, Reuters
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Production Linked incentives & Global manufacturing:
Manufacturing is likely to be another engine which will
bolster growth in the years to come. India has reasonable
commonality with Chinese exports and competency
compared to manufacturing peers like Vietnam and
Thailand. Going ahead, India may become a key beneficiary
of the global strategy to limit dependence on China for
manufacturing. The production-linked incentives or PLI
schemes is a timely, well-planned initiative by the
government primarily focusing on attracting FDI and
promoting the 'Make in India' campaign. Although the
schemes give more preference to large scale enterprises,
they also have special criteria with lower threshold
investment requirements for MSMEs, thereby aiming to
make the entire scheme a holistic one.
PLIs may induce private capex of Rs 7.7 trn over next 5
years. A total of Rs1.6 trn is promised as incentives as of
now. Total incremental production is expected to be Rs30.1
trillion with Rs12.8 trillion as exports. In addition, the
recent approval to provide Rs760bn fiscal support to set-up
semi-conductor and display manufacturing to help
establish electronics manufacturing eco-system in India.
The scheme is expected to generate 4-5 million new jobs
with the Mobile phone manufacturing & textile industries
expected to see 1.2 million & 750,000 new jobs
respectively.

Start-up explosion:
Just recently, India was crowned the third largest start-up
ecosystem in the world. In 2021 alone, the country
produced 44 unicorns, which is more than the unicorns
created in the last decade, with a total valuation of $89.17
billion . Further, these new age companies led by Nykaa and
Zomato, cornered one-third of the total US$17.5bn of funds
raised through IPOs in 2021. The aggregate value of private
companies would be around US$250bn, based on the top80 companies and their reported valuations.

Exhibit - Industry reports

Mrinal is the Chief Executive Officer & Chief Investment Officer at InCred Asset
Management and brings with him over two decades of rich experience in
Investment Management & Equity Research. He also comes with a strong
reputation in the market for his research-based stock picking approach and his
long-term investment philosophy.
Prior to assuming his current role, he was the Deputy CIO - Equities at ICICI
Prudential AMC where he was instrumental in setting up its research processes,
designing product strategy as well as the business and talent development
journey. In his earlier stints, he was also associated with organizations like Wipro
and BOSCH India.
He has actively managed assets of INR 25,000 crores including some of the
largest flagship funds for ICICI Prudential. Under his management, the Value
Discovery fund grew from INR 1,500 crores to INR 20,000 crores.
He has a track record of delivering industry-leading returns through market
cycles and has been awarded and recognized at various industry forums &
consistently rated highly by Morningstar.
He holds a PGDM degree in finance from S. P. Jain Institute of Management and
Research, Mumbai, and a Mechanical Engineering degree from Bangalore
University.

Exhibit - PIB, Industry reports
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https://www.imf.org/en/Publications/WEO/Issues/2021/10/12/world-economic-outlook-october-2021
https://www.ndtv.com/business/fdi-inflow-data-india-registered-its-highest-ever-fdi-inflow-of-81-97-billion-in-fiscal-2020-21-government-2655686
https://www.icicibank.com/managed-assets/docs/itreasury/BoP_Dec2021.pdf
https://en.unesco.org/courier/2021-2/indias-youth-hit-hard-pandemic
SBI EcoWrap -8th Jan, 2022
India strategy-decade of India-Antique Broking report
https://fingfx.thomsonreuters.com/gfx/mkt/gjnpwmzzopw/Global%20capex%20growth.jpg
https://www.reuters.com/business/global-companies-capex-hit-decade-high-growth-this-year-refinitiv-data-2021-06-23/
India strategy-decade of India-Antique Broking report
IIFL Securities India Strategy-2022-The Year of Capex
https://www.investindia.gov.in/indian-unicorn-landscape
IIFL Securities India Strategy-2022-The Year of Capex
IIFL Securities India Strategy-2022-The Year of Capex
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IMPORTANCE OF TECH-ENABLED
LEARNING FOR FUTURE WORKFORCE
IN THE FINANCE INDUSTRY
Ajay Kumar
Founder & CEO, Cognigix

T

he ed tech sector has been growing exponentially and
even more so since pandemic hit. With the new hybrid
form of working culture in place, remote learning has
gained great traction and it is here to stay. Currently, India has
around 35,000 EdTech startups. In fact, the Indian EdTech
Industry was valued at US$ 750 million in 2020. According to
KPMG’s 2021 report, the industry could be worth $1.96 Billion.
The Banking, Financial Services, and Insurance (BFSI) sector
has been growing dynamically over the past decade with a
plethora of different laws, acts, products, and compliance
mechanisms being introduced. With new alternations in the
financial institution, the sector is constantly reemerging with a
new framework to highlight the most feasible and effective
business solutions for organizations who are looking to grow in
the industry of financial services.
Further, due to diversification of BFSI organizations basis their
functions and services, all organizations cannot embrace a one
size fits all learning mechanism for their employees. This has
created a great paucity in learning and training resources and
paved way for personalized digital learning solutions.
E-learning solutions bring with it a plethora of benefits that
serve both sides of the horizon, the learner, and the employer.
Let us peek into the major advantages that it brings with Cost-Effective Option- The EdTech sector enables adoption of
new technologies and provides a variety of digital learning
options It has made learning and educating employees and
customers on newer products and product features much
more economical. Earlier, offline trainings required hiring
trainers, printing training material and incurring other
operational costs. These variable costs scaled with the
increase in employees and created logistical complications.
However, with eLearning, these problems have withered
away. These online courses are much easier to deploy and
have allowed employees to educate themselves at their own
pace. Infact, the ROI can be easily analyzed, and the course
completion status can also be tracked conveniently.
Just-in Time Learning - As new changes occur in the financial
markets and insurance sectors, employers and the workforce
need to be kept updated with the changes in the stock
markets, financial markets, tax, and legal compliance to
perform better in their respective domains. The fast evolving
BFSI sector has made it critical for professionals to keep
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themselves abreast with the emerging trends and changes.
Traditional methods of training needed learners to follow a set
pattern and schedule in classrooms. However, digital learning
gave them an edge as they could access online trainings
whenever required. Different digital learning methodologies
such as microlearning or learning nuggets helps sales
employees refresh their concepts on the go. Such online
learning initiatives have successfully modified complex
concepts into creative learning solutions. Online education is
not just focused on imparting knowledge but also focused on
bringing out the interest in the learners who want to explore
something new.

the BFSI sector is steadily growing
with each passing year and so is the
need for systematic and customizable
TRAINING. Leveraging e-learning can
help many organizations meet their
training needs.

Better Privacy and Control - Maintaining the privacy and
confidential information is of utmost importance of any
industry. As finance industry has the richest source of
information it becomes very crucial to make sure having a
strong data privacy policy in place. Thus, training materials
should not be shared outside the organisation. With Learning
Management System, the organisations can deploy the
courses in a secured environment. Also, employees across the
globe get access to training materials which can be easily
manged and monitored.
Training Insights - Digital Learning not only enhances the
whole training process in the finance industry, but also gives
the reporting managers detailed insights to the status and
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progress of the training programs assigned to the employees.
It also helps the managers to identify the areas of
improvements and make strategic decisions.
It is quite evident that there has been a drastic change in the elearning ecosystem in the past decade for the BFSI sector. This
has made it extremely easy for many Banking, Financial
Services and Insurance organizations and smaller firms to train
their employees via online learning and development
mediums. Let’s have a look at some of the most important
trainings conducted in the BFSI sector and how e-learning is
being leveraged.
Induction Training
Induction training is an integral part of the Banking, Finance
Services, and Insurance Sector. Employee's orientation
includes introduction to organization's operating procedure,
policies, compliance and ethics and more. Not every training
can be assigned to everyone one. Based on the learning needs,
the training can be assigned. Research by Brandon Hall Group
says that organizations with a strong onboarding process
improves new hire retention by 82% and productivity by 70%.
So, it is important to engage and retain employees. The use of
gamification or game-based learning are some of the formats
widely used to create engaging trainings. The level of
customization that e-learning offers is a perfect fit over the
growing technology-based industries like BFSI.
Cyber Security Training
Securing data and managing breaches in the financial industry
is of primary concern. The changing technological landscape
has a major role to play in the rapidly evolving privacy
environment. Despite having automated process and
solutions employees still play an integral part in handling
sensitive data. It can be challenging to continuously educate
both new and existing staff about various issues. E-learning
gives you the perfect option to update the content and assign it
to employees as and when need. A blended learning approach
(classroom training & digital format) can also be used to
educate employees to handle the sensitive data and
information.
Compliance Training
While the structures and procedures might differ for different
players depending on their functions and scale, the one thing
common to all is compliance. As the government comes out
with newer reforms and tightens the leash on banks and
insurance companies for compliance requirements, there is a
higher need today than ever before to have consistent
trainings for the workforce. With the rapidly evolving
technology and global convergence of standards, the financial
services sector is also undergoing a dramatic shift and having
periodic micro lessons on the shifting ecosystem can go a long
way in ensuring complete compliance. For instance,
conducting scenario-based course can help put learners in
realistic situations and enable them to formulate their
thoughts, views, and actions towards it.
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Sales Training
Sales training is one of the most important skills for sales
personnel in the BFSI sector. According to McKinsey, stronger
sales training directly impacts performance across key skills
areas. In sales training, one needs to focus on the results to
increase the ability to maximize profits. Some of the key
indigents are developing negotiation skills and creating
customer value. BFSI sector depends heavily on sales
personnel to have a deep seeded understanding of the
financial products and also how the products can be
customized to meet individual customer needs. Online
learning solutions have cost effectively enabled organizations
to conduct these trainings and improve service efficiencies.
Process Optimization Training
Well designed process ecosystem forms the core of every
BFSI organizations’ functioning. Once the designs are in place,
appraising the workforce with the holistic processes and
ensuring each step is well executed on a day to day basis is
crucial. A well put together process optimization training helps
you to deliver and scale your business efficiently.
Anti-Bribery and Corruption Training
With heightened regulatory focus on the BFSI sector, Anti
Bribery and Corruption training for the workforce is inevitable.
Anti-Bribery and Corruption training familiarizes professionals
with laws and acts that criminalize any kind of internal as well
external bribery and corruption. While anti bribery and anti
corruption legislations have been around for some time, their
enforcement has become more aggressive. Thus, having a run
through of an online learning course can enable the learners to
understand the best practices, monitor third parties’ actions
and mitigate any associated risks.
The BFSI sector is steadily growing with each passing year
and so is the need for systematic and customizable training.
Leveraging e-learning can help many organizations meet their
training needs. As a progressively conducive learning
ecosystem is created, ed tech will be touted as the most ideal
learning option owing to its flexibility, accessibility, and cost
effectiveness.

Ajay is a learning professional and an entrepreneur. During the last two decades,
he has closely witnessed learning industry evolve and adopt changes. He
actively participated in it through his engagements with over one hundred
organizations from across the industries - earlier as the Director of Par Excellence
and currently, as the Founder & CEO of Cognigix.
He is passionate about exploring ways in which technology can impact the space
of learning and the immense potential it has to transform the way masses learn
today. He has been driving innovations in eLearning, content digitization and
learning platforms to make organizations digitally future ready.
One of his significant achievements has been introduction of digital learning and
cutting-edge courses in the Law Enforcement Agencies. He received award from
the CM of Maharashtra in recognition of his contribution to police capability
building in the state.
Other than technology and learning, he is associated with the cause of
differently-abled people. As a Trustee of Drzyashakti Charitable Trust, he along
with the team has driven several initiatives towards the inclusivity, capacity
building and creating opportunities for differently-abled talents.
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INSTRUMENTS WHERE HNIS WANT
TO INVEST - ROAD AHEAD FOR
FUTURISTIC GROWTH INVESTMENTS
Rajesh Cheruvu
Chief Investment Officer, Validus Wealth, India

T

he Indian investing landscape has evolved rapidly,
with financial engineering and technology acting as
key catalysts. Asset classes and investment
avenues offering many risk-reward options have exploded
over the last few years. Moreover, seasoned HNIs and
UHNIs have been the primary participants in these
products as they are always looking for the best option to
park their hard-earned capital. Traditional investment
avenues like fixed deposits, bonds, physical gold, and real
estate no longer attract this category of investors.
HNI's contributed significantly to the Equity AUM growth
under PMS and AIF structures over the past years as these
products offered a differentiated proposition than Mutual
Funds. These fund managers run active, focused
strategies, offer customisation solutions and more
personalised services. Some manufacturers have also
launched propositions driven by AI, ML, and quant-based
algos. By making regulations tight around equity capital for
setting up PMS/AIF and investment ticket size, SEBI
wants to ensure that the field is accessible only for expert
players and experienced HNI/UHNI investors.
CY21 be etched atleast for some time in investors' minds
for the primary market's hyperactivity. The record amount
of equity capital was raised by several companies through
IPOs, many of which belonged to new-age sectors having
tech at their core but might not be profitable currently. The
company promoters and existing PE/VC investors have
benefited from Equities' positive sentiments and liquidity.
They have been selling their stakes at high valuations,
majorly via offer-for-sale (OFS). Very few companies are
issuing new shares for existing operational needs or
expansion. Given the buoyancy and rising retail mix, most
issues are listed at a considerable premium to issue price,
driving investor interest even higher. Wealthy investors
are seen taking advantage of this phenomenon by
leveraging their applications through the IPO financing
route.
Similar developments are also seen on the fixed income
side. After series of credit events in credit risk funds and
22

overall lower real yields on offer in the debt mutual fund
space have led to a spurt in direct participation in products
like MLDs, PTCs, and Covered Bonds. Strong credit
enhancement structure, top-rated issuers, reasonable
risk-reward, restricted access, high ticket size, and tax
efficiency have attracted HNI investors in droves. In
addition, a couple of new asset managers have also
launched niche funds that invest in high yield credits
(A/BBB rated) issued by start-ups and small companies
across financial services and non-financial sectors. HNIs
have shown interest in these instruments as they offer
higher post-tax post-fees returns.

Asset classes and investment avenues
offering many risk-reward options
have exploded over the last few years.
Moreover, seasoned HNIs and UHNIs
have been the primary participants in
these products as they are always
looking for the best option to park
their hard-earned capital.

Investors also lapped up REIT and InvIT issues at every
opportune time in search of yields. These hybrid
instruments provided the best of both worlds - a
distribution per unit consistently and price upside
potential from underlying capital asset growth - a proper
mix leading to higher post-tax returns relative to YTMs on
equally rated corporate or sovereign bonds. Additionally,
the trust structures are more liquid, tax-efficient. They
offer exposure to physical assets, real estate, or
infrastructure like roads, ports, gas pipelines,
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transmission grid lines etc. With the government's
continuing focus on infra-Capex and growth, more and
more asset owners will be approaching the markets to
replenish their capital to sustain the growth. HNI,
domestic and foreign investors will be equally keen to
provide the necessary risk capital for the enticing reward
in return.
Related to primary markets is an asset class gaining
significance in the last couple of years, i.e., private market
investing. Most well-heeled clients are looking to invest
aggressively in unlisted firms - especially companies with
tech at their core and in a position of driving the platform
and network effect. Ongoing pandemic has accelerated
the consumer adoption for many digital platform
companies, which were already making deeper inroads
into India led by multiple regulatory reforms, supportive
government policies, and demographics-led penetration
potential. Such rapid growth and available market size had
already piqued the interest of the top-tier PE/VC funds in
the past couple of years which got further supplemented
by the easy financial conditions and liquidity gush. The
consequent rush led to towering valuations which went
only higher at each successive capital raising round,
leading to newer Unicorns every week. HNI's also joined
the party and upped their ante. Renowned angel, PE, and
VC funds with a decent track record and technology
expertise are locking in record capital commitments from
these investors.
Thus, growth Investments are present in both Public and
Private markets. Investors should choose options
considering the differentiation and diversification they will
bring to the portfolio - correlated and non-correlated
returns with markets, exposure to sunrise vs. established
business segments, locked-in vs. liquid capital. While
investors could look at mid-to-late-stage companies as
proof of concept is already done, businesses are still prone
to scalability risks. However, these firms would offer the
upside with proper due diligence and operational
execution.
In public markets, companies with dynamic management,
agile businesses that scale up without having excessive
capital, regulatory and/or cyclical intensity could offer
sustainable above-average growth with relatively lower
volatility. In addition, liquid public markets offer active
management solutions with sector and stock rotations to
help achieve the investors' objective of core allocation. At
the same time, the satellite allocations could offer high risk
and reward exposure into a special situation or thematic
exposures.
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Post pandemic market fall, like most investors wealthy
too realised the need for geographic diversification
and the limitation of access to the new set of
business opportunities like Artificial Intelligence, Machine
Learning, Virtual Reality (AI, ML, VR), biotech, gaming,
semiconductors in the domestic public markets. This has
led to aroused enthusiasm in offshore opportunities
among wealthy investors. Further, Investment Universe
outside India has the required breadth and depth, enabling
capital allocation to public and private markets. Also,
global investing offers a hedge against rupee depreciation,
a way to achieve lifestyle objectives like travel, retirement,
home ownership, children's education, and access to
world-class medical facilities.
The pandemic yet again reminded investors about capital
market volatility, whether equity or debt. As a result,
demand soared for Market Neutral products. They
provided an efficient shelter to park the excessive gains
made from equities from the pandemic trough and offered
asset allocation rebalancing. As a result, HNI investors
have embraced Arbitrage Funds, Long Short Hedge Funds,
Life Settlement Funds, etc., available on the onshore
and/or offshore front. These instruments will likely see
more capital flows into the coming year as investors brace
for turbulence from tightening liquidity and hardening
monetary and fiscal policies.
Overall, investors with higher liquidity surplus and
thresholds of financial wealth are spreading their wings
across asset classes, investible instruments, and
geographies to optimise their risk-reward towards
achieving their wealth objectives. Most of these families
adopt and adhere to the investment policy statement as a
charter and risk management tool for their investments.
Periodic reviews and course correction are part of that
process to achieve their goalposts.

Rajesh Cheruvu is the Chief Investment Officer at Validus Wealth, India. A
stalwart in the financial services industry, he has an in-depth understanding of
the ecosystem and possesses more than two decades of experience.
He is spearheading research at Validus Wealth, where he will be responsible for
presenting the firm’s macro market views to clients as well as views on sectors.
He will also devise investment strategies for the major asset classes. His
futuristic outlook and a client focused approach aids understanding of newer
asset themes that would be key in charting investment strategies. His strengths
include portfolio management, investment management, derivatives and
equities.
Prior to joining Validus Wealth, he had a brief stint with Aditya Birla Capital as
Head of Research & Advisory. In 2010 he joined as the Chief Investment Officer at
Coutts (Private Banking division of RBS Bank) where he was the Head of
Research. Earlier, he served as the Head of Equity Advisory at HSBC Private
Banking and Head of Research and Portfolio Management with Axis Bank. Before
shifting to Mumbai, he was with Kotak Mahindra Bank (erstwhile ING Vysya
Bank) for more than six years as a Senior Research Analyst.
He is a graduate of the GITAM University, Vishakhapatnam with a Master’s in
Economics and holds a Post Graduate Diploma in Financial Management from the
Central University.
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GROWTH STORY OF 2021 WILL CONTINUE
IN 2022 TOO; PACE MAY BE SLOWER
Ayush Aggarwal
CIO (Chief Investment Officer) - SMC Private Wealth,
Director - SMC Group

T

he world economy braved the pandemic and
continued the growth story of 2020 in 2021 as well
in a stronger way. Asset classes gave historic
returns. With record vaccination drive which helped the
world economy to reopen amid massive stimulus and
low-interest rates, some of the asset classes ventured
into unchartered territory. As confidence return in the
economy with better than expected improvement in
consumer confidence, GDP, PMI, trade data,
employment, etc, riskier assets became hot favorites
once again and safe-haven buying eroded in bullion.
Economic momentum improved and stock market
investors have been well rewarded in 2021. Stability in
the virus situation and a recovery in the economies as
per its forecasts boosted the confidence. In fourth
quarters, tapering talk, interest rate hike indication by
US, power crisis, unwinding from the higher side, some
downside in economic data’s, slowdown in China, the
resurgence of the virus in Europe, fall in commodities,
shipment prices, etc eroded some of the yearly profit of
the asset classes.
Let's begin with the top performer and it was Baltic Dry
Index, which represents the shipping activities worldwide.
It rose by 73%. Apart from shortages it also depicted that
the global trade, despite the pandemic, was stable. A
combination of factors has led to higher shipping costs,
with soaring demand amid stimulus packages the key.
Saturated ports and not enough ships, dockworkers, and
truckers have aggravated the situation. Easing of
restrictions after the second Covid wave is another
contributing factor. There is a shortage of vessels which is
driving the index up and shortages are likely to remain at
these levels until 2023. Despite many countries have
shown their concern about crypto acceptance, this market
has seen a huge inflow. It gave more than 60% of return. The
cryptocurrency market is now valued at more than $3.3
trillion.
Now it’s the turn of the biggest market. In the US, S&P 500,
the benchmark for the U.S. stock market was up by 23%
while the Dow Jones Industrial Average, Nasdaq
Composite, and Russell 2000 are all up at least 16%.
Corporate earnings results have handily exceeded
expectations, with companies' sales and profits getting a
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boost from surging demand as economic activity picks up.
Jobs numbers have improved and consumer and business
spending has been elevated - and companies have reaped
the rewards. It reflected in the performance of equity
indices. Every 1% improvement in nominal GDP translates
to a 2.5-3% gain in S&P 500 revenues. President Joe Biden
announced a framework for a $1.75 trillion social spending
deal; it gave stability on the higher side.

As confidence return in the economy with
better than expected improvement in
consumer confidence, GDP, PMI, trade
data, employment, etc, riskier assets
became hot favorites once again and
safe-haven buying eroded in bullion.
Economic momentum improved and stock
market investors have been well
rewarded in 2021.

Now talk about the market which gave the best
performance among all and emerged as rays of hope for the
world. India’s strong growth and macro stability drove the
Indian Equity to the record high and yes of course best
performer among all Equity indices. Nifty and Sensex
swelled by more than 22%, made a record high of 18604.45
and 62245.43 in 2021, though it saw some correction in
fourth quarter. Economic reforms, international tie-ups,
trade agreements, stimulus, India in leading positions
supported the growth further. Euro Area indices also
strengthened as overall Europe’s economy rebounded from
the Covid-19 pandemic recession faster than expected,
supported by a recovery in employment, sustained wage
growth, and dynamic foreign demand. However, the upside
was thwarted by the resurgence in Covid cases.
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Surprisingly, the world factory China gave a minor return in
2021 whereas Hong Kong gave a negative return to the
investors. Shanghai Composite and Hang Seng gave
returns of 3% and -16%. China’s stock market struggles to
two factors -- China’s central bank has withdrawn cash
from the markets, and its government has stepped up
regulations affecting the education and technology
industries. The real estate of China and the Evergrande
issue gave a severe dent to the investor’s sentiments. It has
sparked the biggest sell-off in Hong Kong property stocks in
more than a year and dragged down everything. New
education policy in China also weighed in. The Brazil stock
exchange, known as BM&F Bovespa, was down by 10% as
it was in the severe grip of Covid in 2021 as well along with
other issues.

prices, edible oil, oilseeds, cotton, etc. It raised the
inflationary concern and made recovery costlier. Year to
date, CRB rose more than 25% and Food
index FAO by 19%. Overall it was a thrilling year for
investors with wild swings.

Performance of Assets Class in 2021
Baltic Dry Index
Goldm Sachs
Natural Gas (NYMEX)
CAC 40
Copper (COMEX)
Nifty
DJ EuroStoxx
Dow Jones
DAX

Economic reforms, international tieups, trade agreements, stimulus,
India in leading positions supported
the growth further. Euro Area
indices also strengthened as overall
Europe’s economy rebounded from
the Covid-19 pandemic recession
faster than expected, supported by a
recovery in employment, sustained
wage growth, and dynamic foreign
demand.
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Performance of Agri Commodities in 2021
Guar Gum

80.83

Turmeric

56.89

Guar Seed

55.10

Cotton (MCX)

53.45

Coriander

51.36

Kapas

45.65

NCDEX Agridex

39.95

Cotton oil seed cake

39.54

Cotton (CBOT)

37.38

Mustard seed

33.15

Castor seed

30.87

Jeera

The dollar index gave respect to the support of 90 and
recovered from there and closed above 97. Upside
underpinned by rising yields and the firmer perception that
the elevated inflation will be among us longer than
anticipated, all this morphing into already rising speculations
of probable interest rate hikes by the Fed as soon as in 2022.
INR depreciated around 3%.
In 2021, some commodity prices rose to or exceeded levels
not seen since the spike of 2011 amid supply constraints and
rebounding demand. For example, natural gas and coal
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Source: SMC Reuters
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Performance of Bullions, Base Metals & Energy in 2021
% Change
Natural Gas (MCX)

,60.54

Crude Oil (MCX)

,53.30

Crude Oil (NYMEX)

,47.60

Natural Gas (NYMEX)

,47.37

Aluminium (MCX)

,37.58

Aluminium (LME)

,36.61

Zinc (MCX)

,33.31

Base Metal Index (MCX)

,28.32

Nickel (MCX)

,27.51

Copper (MCX)

,25.05

Zinc (LME)

,24.84

Lead (MCX)

,22.60

Copper (LME)

,22.43

Nickel (LME)

,18.14

Lead (LME)

,15.24

Gold (MCX)

-,4.21

Gold (COMEX)
Silver (MCX)
Bullion Index (MCX)
Silver (COMEX)

-,6.50
-,9.44
-,9.99
-,17.52

(30.00)(20.00)(10.00) -

10.00 20.00 30.00 40.00 50.00 60.00 70.00

Source: SMC Reuters

Going forward, 2022 has begun with the challenge of
Omicron, which has spread in more than 100 countries and
making new records daily. It is yet to give significant impact
on riskier asset like base metals, energy etc, but impact
may be seen in the first quarter of 2022 as restrictions and
curbs have already started worldwide and it will reflect
clearly in the first quarter of 2022. Early interest rate hike by
Fed may give some impact on GDP of US as well. Interest
rate hike may give a pause in the rally of commodities. US
dollar is likely to rule strong in 2022 and furthermore, there
are concerns over the Chinese property market, which is
again not good for commodities. Overall commodities will
remain perform in positive territory as macro-economy and
low stocks are expected to provide support. we expect the
disruption we have seen in supply chains to improve but not
resolved all in 2022 only; hence some premium on shipping
charges will make commodities dearer.
Agricultural: Agricultural commodity prices to ease to
some extent, but they will remain above long-term
averages. Labor availability, weather concern, shipment
delays amid higher demand may keep the downside in
check and buying will return from every low. Cotton, spices,
wheat. Sugar, coffee may get pricier.
Energy: Energy will remain in demand, though one should
not expect the sharp rise. Brent may trade in a range of $ 65
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95. Despite OPEC+ confirming its plan to produce an
additional 400,000 barrels a day in February, Brent crude is
trading above the psychological $80-a-barrel. market
participants have other ideas, with many interpreting it as a
signal for demand growth. Moreover, some countries are
unable to meet the production quotas. Natural gas will
move on seasonality and will try to touch 480, once again.
Bullion: Bullion is facing the jolt from Fed announcement of
interest rate hike and tapering. Initially it may slip near
support level of $1725 in comex and 44500 on MCX but
overall it will regain strength in second half as real interest
rate will remain negative despite the expected hike in
inflation rate. Silver may prove Dark Horse as demand will
improve after 2012 and value buying will return from lower
levels.
Base Metals: High energy prices in Europe are forcing
aluminium and zinc producers to announce production cuts.
It will remain trade with positive bias. Rising virus
infections in the US and UK is sparking worries of renewed
restrictions and even lockdowns. The world cannot afford
another global supply disruption. If we get another year of
supply disruption, then prices will see jump from every low.
Try nickel, if you are long term investors.
2022 will be known as the “Tug of wars” between bulls and
bears. Both buyers and sellers will get opportunities to earn
in the market and frequent churn in the portfolio will be
required. Commodities will continue to move up but after a
brief correction. Value buying will emerge from lower levels.
The recent fall in commodities will speed up the growth
engine of major economies in 2022, and economic data will
continue to improve. However, new variants and
resurgence keep the world on its toes as well. We should
not forget that Adversity Breeds Opportunity too…We
have to grab them. Happy Investing!!!

Ayush Aggarwal is a young dynamic business leader. He is an MBA (PGPFMB) from SP Jain Institute of Management and Research, Mumbai, and a
graduate from Delhi University. He has a great understanding and an in-depth
knowledge of financial Market. He is the CIO (Chief Investment Officer) of SMC
Private Wealth Vertical at SMC Global Securities ltd. managing and handling
portfolio management activities. He has an excellent understanding of the
various Macro & Micro factors driving the economy and financial markets. He
has a knack of Identifying high growth potential as well as fundamentally strong
companies. HNI clients at SMC have benefitted significantly from his practical
and pragmatic views.
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ECONOMY & SOCIETY
TECHNOLOGICAL PROGRESS IN
DEVELOPING NATIONS: AN OVERVIEW
OF FUNDAMENTAL ISSUES
Professor Piya Mahtaney
Economist/ Author
Introductory Exposition
The widespread utilization of digital technologies which is
being adopted with accelerated momentum has been one of
the defining features of the post pandemic era. This makes it
even more important to understand the various aspects of
present technological advances and its numerous
implications. This is the objective of this article.
Juxtapose the increasing utilization of labour displacing
technology with the exigency of job creation in the developing
nations most of which are labour abundant and the challenge of
working out an effective counterbalance expediently and
effectively becomes evident. In Asia alone which has the
largest regional labour force of almost 2 billion workers with
India and China accounting for 70 per cent of the same the
importance of utilizing technology in a manner that
complements job creation is inextricably linked to public policy
and the nature of innovation. According to ADB (2018)
estimates the labour force in Asia is projected to grow 0.5 per
cent annually from 1.9 billion in 2015 to 2.1 billion in 2030 and
2.2 billion in 2050, notably India will account for 30 per cent of
Asia’s labour force by 2030, with the PRC share declining to 37
per cent. For the global economy the compelling challenge thus
is the emerging trade off between productivity and job security
addressing which requires the utilization of technology in a
manner and by an extent that will boost within sector
productivity and positive structural changes. By what extent
the displacement effects of new technology will be offset
depends on a number of factors which relate to the income
elasticity of demand, the complementarity of technology and
labour and the availability of skills. The utilization of labour
saving technology by firms is generally perceived as a route of
cost minimization, observably though if a larger number of
firms substitute labour by technology it would over a period of
time impact income and demand. This would certainly limit any
offsetting effects that results from an expansion in demand.
Taking therefore a view of cost minimization that extends
beyond the short term requires viewing decisions to adopt
technology from the point of view of longer- term viability.
For a moment even if we were to accept that the job losses will
be offset by the creation of new jobs the challenges do not
disappear because firstly the question arises how long would it
take for the offsetting gains of job displacement to materialize.
Secondly what proportion of the work force is endowed with
the skills required to take advantage of the new opportunities.
Thirdly even if a higher number of jobs would be created
concurrently it still does not take away the imperative of
reducing the vulnerability of workers most susceptible to the
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downside of automation and increasing the extent and pace of
job creation across sectors. It is true that technological
achievement has been the basic reason underlying the
productivity differentials between developed and developing
countries over the preceding two centuries. However to use
this empirical fact as the basis for assuming that the expedient
implementation of newer technologies will be sufficient to
drive technological progress is an erroneous and rather
damaging presumption. One of the reasons for this
misconception is the lack of empirical work about technology
and innovation in the context of developing and less developed
countries.

The widespread utilization of digital
technologies which is being adopted with
accelerated momentum has been one of the
defining features of the post pandemic era. This
makes it even more important to understand
the various aspects of present technological
advances and its numerous implications. This is
the objective of this article.

For developing and less developed nations there are two
integral aspects of counterbalancing the negative effects of
technology - firstly increasing the productivity of agriculture, in
particular small scale farming and an expansion of labour
intensive manufacturing both of which are critical for raising
incomes and expanding livelihood options. Secondly
harnessing the potential for skill development and addressing
thereby the present skill shortages that prevent even existent
employment opportunities from being tapped. Agriculture
continues to be among the most important employment
providers in developing and less developed nations given that it
provides (on an average) about one third of employment. In
most developing and less developed nations the impact that
technological advancement would have on development
cannot be disassociated from the imperative to evolve an
innovation policy that is aligned with the constraints of the
primary sector in developing nations, particularly those
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confronting the small holder farmer a segment that has so far
been on the periphery of agricultural policy. Thus an integral
aspect of innovation in developing nations is the evolution of a
sustainable agri-ecosystem and the fact that this is lacking
represents a blatant omission of innovative endeavour
An aspect that is integral to understanding the dynamics of
development is the knowledge divide between the developed
and developing countries. Although knowledge in its broadest
sense encompasses much more than innovation, it is the
extent and pace of innovation that occurs within a nation that
comprises the pragmatic dimension of its knowledge
accumulation. What drives innovation, what catalyzes it, how
does one differentiate those systems which encourage and
stimulate innovation from those which stifle it- In a partial
sense the answers to these questions are given to us by the
empirical evidence which relates to innovation, however in the
context of developed and developing countries there is a
substantive amount that we need to understand about
innovation. As Jeffrey Sachs in an article (2003) about
innovation says, “The right starting point for research is the
incredible divide in the world between the technology
innovators and the non- innovators, a division which is
considerably starker than the global divisions of income.”
An important indicator of commercial innovation (among
others) is the number of patents issued in any country and
according to Sachs the bottom or poorest 128 countries which
have 63 per cent of the world’s population issued only 1174
patents in the year 2000 comprising only 0.75 per cent of the
total patents issued. In stark contrast the top ten innovating
countries accounted for 94 per cent of the patents issued in the
U.S in the same year. Arguably there are other indicators of
innovation that need to be used to evaluate the extent of
innovation in poorer nations but this still does not take away the
basic point which is that a larger proportion of nations are not
innovating enough and that plausibly is one of the reasons that
most of the present metrics used to assess and measure
innovative activity in developing nations need to be
supplemented by those which are more accurate.
Highlighting this knowledge divide Sachs thus cites that it’s
roughly a 96-fold higher ratio of patents per capita in the top ten
countries than in the rest of the world. Sachs makes a broad
classification of countries on the basis of innovative activity
wherein 1 billion people live in countries with the maximum
innovative activity which are termed as core economies,
another 3 and a half billion live in countries that can be
described termed as the technology diffusers which over a
span of 5-20 years assimilate technology acquired through the
import of high tech capital goods, the FDI and technology
transfer route and through the adaptation of imported
technology for local requirements. The third group which
comprises mainly of the poorest nations marginalized as these
are have a population of 1 and half billion that have been largely
excluded from the benefits of technological advance.
On the basis of the broad classification that Sachs elucidates
that it wouldn’t be incorrect to say that not only are a larger
proportion of nations a fair distance away from exhausting their
potential for innovation but also there exists considerable
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scope for the assimilation and absorption of existent
technological knowledge. This disparity is startling but hardly
surprising and it is indicator that poorer countries need to
evolve a techno-economic paradigm which as will be
elucidated in the following is inextricably linked with the
progress of any nation and its conspicuous lack one the major
deterrents to progress.
Conclusion
Although an exhaustive discussion about the various aspects
of technological advancement and economic progress is
beyond the scope of this article in the present context there are
three fundamental points can be culled out of existent empirical
evidence. These are:
i) The trajectory of technological learning and innovation
differs across countries and as economic experience has
shown having a one size fits all or a narrow based approach
that implicitly or otherwise equates technological
advancement to a transplant of the technologies utilized in
advanced countries as has been the case across a number
of instances does not augur well for development.
ii) One of the most important and relevant insights in the
context of the role of technology in economic development
is that although the availability and access to newer
technologies is an important constituent of technological
progress it is by no means enough to create the
mechanisms required to either ensure a faster pace of
technological progress.
iii) Presently it is not a deficit of `technological inventions’ that
impedes development across a wide range of developing
and less developing countries rather it is the deficiency of
absorptive capacity that constraints of a faster pace of
technological progress. The next article about
technological progress and innovation would present an
elucidation about absorptive capacity.
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reported, analyzed and wrote on a wide range of socio-economic issues, writing
a book about economic development and the emerging trends of globalisation
seemed almost inevitable.
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• Structural Transformation: Understanding the New Drivers of Investment,
Innovation and Institutions, Palgrave Macmillan, Singapore, April 2021
• Globalization and Sustainable Economic Development, Palgrave Macmillan
(U.S), August 1st 2013
• India China and Globalisation* was published by Palgrave Macmillan
(England, 2007)
• Globalisation Con Game or Reality was published by Alchemy Publishers,
India (2004) 2004.
• The first book titled Economic Con Game, Development fact or Fiction was
published by Pelanduk Publications (Malaysia) in 2002.
• India China and Globalization, (paperback, Palgrave Macmillan, England
December 2014)
Besides authorship I am a visiting lecturer with St Xavier’s Institute of
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ONCE UPON A TIME - WHEN
HISTORY DIDN’T REPEAT ITSELF
Siddhartha Bhaiya
Managing Director
Aequitas Investment Consultancy Pvt. Ltd.

E

very bull rally has its own leaders - a few sectors that
rage ahead and outshines the market in general. Both
Indian and Global markets have seen multiple bull and
bear cycles interspersed with minor corrections and
prolonged sideways movement. Interestingly, each up-cycles
have coincided with important turning points in the economy
that has created tailwinds for certain sectors and industries. In
the mid-90s, it was energy, then consumer staples, at the turn
of the millennium it was technology. Then during 2003-07, it
was the energy that led the bull market in India

When the markets tanked later, these sectors saw brutal fall
along with others. However, these sectors did not participate
in the eventual recovery, let alone leading the way back up. To
put things in perspective, Nifty 50 fell 49% from its peak in next
15 months and it recovered back to 2008 levels in early 2011.
However, price of Larsen and Toubro took almost 7 years to
come back to previous peak of late 2007. BHEL has never seen
the same price again and as on date its stock price stands
corrected 95% from its 2007 peak.

L&T

1200

Good times for these sectors though didn’t last forever. The top
dogs of the past may not necessarily be the top dogs of the
future. Sector Leaders are surely transient in nature.
Historically, top performing sectors have gone through the
natural cycle and deliver muted returns post prolonged phase
of above average runs.
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Illustratively, Industrials and Utilities were the king of the pack
between 2002 to 2008. Between 2002 to 2008, prices of
stocks like BHEL gained over 37x and Larsen and Toubro was a
44 bagger.
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last forever. The top dogs of the past may
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future. Sector Leaders are surely transient
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prolonged phase of above average runs.
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Technology sector saw its worst performance between 2000
and 2009 globally. Similar underperformance was observed in
the leaders of tech bubble post 2000. Investors that bought
Cisco and Intel at the Dotcom Bubble peak could never be
breakeven on their capital. Investors who bought Microsoft at
its peak in 2000 took 10 years to recover their capital and for
Amazon, the wait was 16 years long. And these are the
numbers for ‘quality stocks’ which could survive. There were
thousands of companies where the fall was extremely steep,
and prices could never recover. The top five stocks then Microsoft, Cisco, Exxon Mobil, GE and Intel represented 18%
of the index at its peak. Five years later, they represented just
12% of the index’s market capitalization and 20 years later,
they represented just 8%.
Sectoral weightages in index are like shifting sands of time.
When a sector experiences tailwinds, it attracts competition
from new entrants. Incumbent players invest in expansion and
growth plans. Eventually supply overshoots demand,
profitability starts contracting and growth gets impacted
across industry. Gradually, the sector loses its sheen as an
investment alternative and its representation in indices.
Investors often turn oblivious to this phenomenon and keep
rewarding the high performing stocks. Like Morgan Housel
says in his book, the more people want something to be true,
the more likely they are to believe a story that overestimates
the odds of it being true. The want to participate in the rise
makes them pay more for shares of these companies thereby
bidding prices higher. More firms are motivated to benefit from
the rising demand and raise capital through primary as well as
secondary route. Valuations begin to drift away from
pragmatism and surreal hope and growth expectations start
getting captured in the price. This party goes on till the time it
doesn’t. At some point, supply of shares exceeds its demand,
and the momentum of these leaders breaks down. Companies
fail to deliver on the growth already factored into the price and
thus begins the story of price consolidation and multiple derating.
The heroes of the previous bull markets have been slowly and
gradually punished for not meeting expectations. Index
composition over the years highlights this gradual shift in
sector leadership. Representation of sectors like Telecom in
Nifty 50 has reduced from 11% in 2008 to merely 2% in 2021.
(It may be interesting to mention that Bharti Airtel is the only
Telecom company to maintain its representation in Nifty 50
through these 13 years) Real Estate that contributed ~4% to
Nifty 50 in 2008 has ceased to find its place in the index. In
fact, for companies like Suzlon and Unitech that comprised
over 1% each of Nifty 50 at its peak survival was a concern.
Utilities lost its weightage from 9% in 2008 to sub 2% in 2021.
Leadership change from one upcycle to another as investors
start profit (or at times loss) booking. Institutional as well as
retail investors rejig their portfolios and re-deploy funds in new
sectors - potential heroes of the future and perhaps the
underdogs of the past.
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It can be observed that sectors and companies that are
ignored or beaten down in the past are more likely to
outperform in the future. During the bull run between 2003 and
2008, Nifty Auto underperformed Nifty 50. The weightage of
auto companies in Nifty 50 had reduced to less than 3% in
2008. But in the recovery that followed the 2008 bear markets,
Nifty Auto outperformed Nifty 50 with a significant margin.
From 2009 to 2017, Nifty Auto delivered returns of 30% CAGR
vs returns of 16% of Nifty 50. Auto companies’ representation
in index also improved to 11% in 2017.
There is more method to this magic than what usually meets
the eye. New sectoral leaders are formed out of varied reasons
ranging from government reforms, innovation and disruption in
markets, change in consumer behavior, change in cycle of a
particular industry. New sector leaders of tomorrow will
emerge from either one or combination of these triggers.
As we stand today, markets have had a good run after a steep
fall in early 2020. But the rally so far was liquidity driven and
most companies with decent earnings visibility saw their
stock price rallying up. Now as the world starts worrying about
inflation and central banks begin to contemplate tightening of
monetary policy, focus will now be on leadership change.
Who would be these new leaders only time will tell. They say
that history is the best teacher in stock markets. It certainly is.
But answer to this doesn’t lie in past and this time it (the
sectors) will be different.

Sectoral weightages in index are like
shifting sands of time. When a sector
experiences tailwinds, it attracts
competition from new entrants.
Incumbent players invest in expansion
and growth plans.

The article is co-authored by Pratiksha Daftari
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Fund Management. With Siddhartha’s multibagger and contrarian stock picking
approach, Aequitas has delivered ~31% CAGR returns over the last 9 years
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Aequitas from a start-up to a $250 mn AUM with one of the best performance
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investing in small cap undiscovered companies. With exposure across all market
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He started his career as a Research Analyst with Sushil Finance and has worked
with Stratcap Securities, Principal PNB AMC & Reliance Capital Asset
Management (RCAM).
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GIFT CITY: NEW DESTINATION
FOR OFFSHORE FUND BUSINESS
Nehal Thaker
Founder and Director, Aaken Advisory
WHAT IS IFSC AT GIFT CITY
Globally Financial centres are locations with an
agglomeration of participants in banking, asset
management, insurance and finance markets with venues
and supporting services for these activites.
The world has witnessed the transformation of New York,
London, Singapore, Hong Kong and Tokyo as Global
Financial Centres. Recently, there has been a sprut of newer
Financial Centres in Dubai, Malaysia, Kazakhstan and few
other countries.
The Government of India (GOI) launched International
Financial Services Centre (IFSC) in Gujrat, Gandhinagar,
GIFT CITY in April 2015. Spread across 886 acres, Gujrat
International Finance-Tec City (GIFT) conceptualized as a
vertical city is one of the world’s leading Smart City.
The latest Global Financial Centres Index, London,
(September 2020) places IFSC at GIFT City right at the top
amongst 15 Centres globally, which are likely to gain
greater significance in next 24 months.
WHY GIFT CITY NEW DESTINATION FOR OFFSHORE
FUND BUSINESS
One of the core objective of developing an IFSC in India is to
bring back financial service experts sitting offshore to the
Indian Shores and to transform India as a talent hub.
Shri Narendra Modi, Hon’ble Prime Minister of India
mentions that concept of IFSC is simple but powerful. It
aims to provide on-shore talent with an off-shore
technological and regulatory framework. This is to enable
Indian firms to compete on an equal footing with offshore
financial centres.
Shri N.R. Narayana Murthy, Chairman- Alternative
Investment Policy Advisory Committee mentions that
“There has been a constant call to attract offshore fund
managers (who invest in India, but operate from an offshore
location), by encouraging them to shift their fund
management and administration to India. In this context,
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the committee has made suggestions for suitable tax and
regulatory framework for the domiciliation of AIFs in
International Financial Services in India.”
Currently Singapore, Cayman, Hongkong, Cyprus,
Mauritius are popular offshore destination for AIF.

Shri N.R. Narayana Murthy, ChairmanAlternative Investment Policy
Advisory Committee mentions that
“There has been a constant call to
attract offshore fund managers (who
invest in India, but operate from an
offshore location), by encouraging
them to shift their fund management
and administration to India. In this
context, the committee has made
suggestions for suitable tax and
regulatory framework for the
domiciliation of AIFs in International
Financial Services in India.”

WHAT IS AN AIF
An AIF is a privately pooled investment vehicle that collects
funds from investors (whether Indian or foreign) for
investing it in accordance with a defined investment policy.
It provides long-term and high-risk capital to a wide variety
of ventures at all stages of their evolution, creating stability
and entrepreneurial capability.
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REGULATORY JOURNEY FOR SETTING UP AIFs IN GIFT IFSC
Let’s understand regulatory journey of AIF in GIFT IFSC
August 2019
Permissible investments by
IFSC AIFs expanded and
aligned with domestic AIFs

March 2015
SEBI issues IFSC
regulations including Fund
regime

August 2020
Exemption from
obtaining PAN to NR
investing in Category
I and II AIF in IFSC
January 2018
AIPAC report submitted
to the SEBI with
recommendations tor
AIFs in IFSC
November 2018
Operating
Guidelines for AIFs
in IFSC issued

July 2019
Exemption from filing
income-tax return for
NR investors in
Category I or II AIF

May 2021
Sponsor contribution by Indian
party to IFSC AIF under automatic
route

May 2021
Exemption from obtaining
PAN to NR investing in
Category III AIF in IFSC

September 2020
New tax framework
for Category III AIFs
in IFSC

July 2019
Income from offshore
investments by non-resident
investors through Category I
or II AIF, not taxable

March 2021
Favorable tax regime
for relocation of
offshore funds to IFSC

December 2020
Permitting
segregated portfolio,
relaxation in
investment
diversification and
leverage

June 2021
SEBI permits off market
Transfer of securities by
FPI relocating to IFSC

June 2021
AIFs permitted to invest
in mutual funds regulated
in FATF compliant
jurisdictions,
Continuing interest
requirement made voluntary
for relocated AIFs

Key parameters to be considered while Structuring AIF in IFSC, GIFT City
Sr. No. Parameters

Category I

Category II

Category III

1

Description (Fund
Category)

Funds which invests in start-ups, early-stage
ventures, social ventures, SME's and Infrastructure
etc. Eg. Early Stage Venture Capital and Social
Venture Funds

Residual Category i.e.
other than Category I
AIF and Category III AIF.
Eg. Private Equity &
Venture Capital Funds

Funds which employ
diverse or complex
trading strategies. Eg.
Hedge Funds

2

Formation type

•
•
•
•

Same as Category I

Same as Category I

3

Tenure Per Scheme

Minimum 3 years. Extension of term is possible
subject to condition.

Same as Category I

Not applicable

4

Minimum Corpus
requirement for each
scheme of the AIF

USD 3,000,000

Same as Category I

Same as Category I

Same as Category I

Trust
Company
Limited Liability Partnership
Body Corporate

# For Angel Funds - USD 750,000
Criteria specified for angel investor investing into
Angel Fund in IFSC is as follows:
i. Individual investor with net tangible assets of at
least USD 300,000 (excluding value of his
principal residence.)
ii. Body corporate with net worth of atleast USD
1.50 million.
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5

Borrowing of
funds/leverage

Permitted with the consent of investors (subject to Same as Category I
conditions with respect to prior disclosure in
placement memorandum and comprehensive risk
management framework)

6

Co-investment in
segregated portfolios

Permitted to co-invest through segregated portfolio
by issuing separate class of units (subject to
conditions with respect to prior disclosure in
placement memorandum and terms should be more
favorable than those offered to the common
portfolio of the AIF)

7

Appointment of
custodian

Sponsor or Manager of Category I- AIF has to
appoint a custodian for securities, if the corpus
exceeds USD 70 million

Same as Category I

Mandatory to appoint
Custodian irrespective
of size of Corpus
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WHAT ARE BENEFITS FOR OFFSHORE FUND BUSINESSAIF
GIFT-City, India's only IFSC, is the natural gateway for inbound
and outbound investment in the country and has emerged as a
preferred destination for setting up fund business.
The AIFs situated at IFSC, GIFT city will cater to investors
globally and provide a seamless route to participate in the
Indian capital markets.
The entities are getting attracted towards the GIFT City to
set up AIF due to following Key Benefits offered by GIFT
city

Other licenses are issued to
2. Kedaara Capital Growth Fund- III LLP
3. Multiple Private Equity GIFT- Fund III.
4. Avendus Alternate Public Markets (IFSC) Fund
5. ASK Real Estate Fund 2 - it is first real estate-focused fund
of funds as an AIF to operate from IFSC.
6. A91 Partners GIFT Trust II
7. Blume Ventures Gift Trust IV
8. Rising Fintech LLP.

HOW TO APPLY - AIF at IFSC
1

Apply for availability of name for AIF Manager (not applicable to a
Branch) and/or Sponsor

2

Identification of office space in GIFT Special Economic Zone (SEZ) and
secure Provisional letter allotment (PLOA) from GIFT SEZ

3

Apply for branch set-up/ Company/ LLP incorporation for AIF Manager
and/or Sponsor and obtain certificate of incorporation

4

Appointment of a trustee for AIF and registration of trust deed

5

Application to the Development Commissioner of SEZ and obtain
letter of approval (LOA) from SEZ authorities of AIF, AIF Manager
and/or Sponsor

Engagement with unified financial regulator

6

Permitted to borrow funds and engage in
leveraging activity

Obtain IFSC Authority approval for AIF, AIF Manager and/or Sponsor
Obtain SEBI approval if required
Obtain RBI approval, if required (not applicable for a Branch set up
and in case of remitting sponsor contribution by Indian party in AIFs
in IFSC)

7

Commencement of Business

The entities are getting attracted towards the GIFT City
to set up AIF due to following Key Benefits offered by
GIFT city
Variaous tax and regulatory incentives and
exemptions granted
Lower operating costs due to subsidies granted by
the Gujrat Government
No limits on outbound investments

Availability of skilled labour

WHO CAN INVEST FUNDS IN AIF IFSC:

Proximity to the onshore market
World Class Infrastrcuture, unparalleled connectivity
and transportation access

Foreign
Investor

Person resident
outside India

Indian
Investor
#

Person resident in India
(subject to RBI approval)

Non-resident
Indian

Access to multiple markets from IFSC

Institutional investor
resident in India

# Note- Investment by Indian Investor shall be subject to outbound investment norms
specified under FEMA provisions.

In addition, IFSC AIFs are permitted to make investments
without having to comply with the diversification
requirements, they can borrow funds or engage in leveraging
activities.
A globally competitive environment is being set up to
incentivize entities to establish AIFs within the IFSC.

HOW AIF FRAMEWORK OPERATE IN IFSC:
Foreign
& Indian
Investor

Invest in
Foreign
Currency

Provides
Management
Services
IFSC
AIF

IFSC
AIF
Manager

Management Fees

AIF FUNDS SET UP IN GIFT CITY TILL DATE:
Currently 8 AIF have received license to operate at IFSC,
GIFT City.
Zeroda Co-founder Nikhil Kamat has launched True Beacon
Global, the first AIF in GIFT City. True Beacon Global is a
category III AIF. As a Category III AIF, it can profit from stock
prices rising and falling and take on leverage (debt).
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Investment into
Investee Co.

PERMISSIBLE INVESTMENTS
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WHAT ARE THE PERMISSIBLE INVESTMENTS AT IFSC
IN GIFT CITY:
Securities issued by
Companies
incorporated in IFSC

3. Income from a securitization
trust chargeable under the
head “profits and gains of
business or profession.”
4. I n c o m e o n t r a n s f e r o f
specified securities listed on a
recognized stock exchange
located in IFSC where
consideration for such
transaction is in convertible
foreign exchange.

Securities issued by Companies
incorporated in India or foreign
jurisdiction

Securities Listed in IFSC
Units of other AIFs and also
Units of schemes launched by
Mutual funds regulated in FATF
compliant jurisdiction incl. India

Other permissible investments
as per AIF Regulations (LLP,
REIT, InvIT, Derivatives, SPV)

TAX FRAMEWORK FOR AIF AND INVESTORS:
Category I
and II AIF
Tax-pass through
status for Indian
Income-tax
purpose

Investors investing in
Category I and II AIF

Non-resident Investors
investing in Category I
and II AIF
Taxed on income arising Income accruing or arising
from investments made or received by nonby the AIF as if
resident investors from
investments were made Off-shore investments
by them.
through Category I and II
AIF is not taxable in India

Business income - Investors can claim
taxable in hands of losses (other than
business loss) of AIF on
AIF
Business loss can pass through basis,
be carried forward provided units of such
only at the AIF level. AIF are held for a period
of 12 months or more.
Tax holiday: 100%
Tax holiday can be
claimed for a period
of 10 consecutive
years out of a block
of first 15 years.

Exemption from filing
Return of income to Nonresident investors,
provided they earn income
only from investments
made in Category I or
Category II AIF and Tax
has been deducted on the
distribution made by such
AIF to non-resident
investors.

Non-resident investors
Exempted from obtaining
PAN in India.
To the extent beneficial,
the investors can avail the
tax treatment in
accordance with the Taxtreaty, subject to
satisfaction of Tax-treaty
eligibility conditions.
Category III
AIF
Governed by
Trust Taxation
principle. Tax is
paid at fund
level at
Maximum
Marginal Rate.
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Investors investing Non-resident Investors
in Category III AIF investing in Category III AIF
The tax treatment
shall be in
accordance with
the Tax-treaty,
subject to
satisfaction of Taxtreaty eligibility
conditions in some
cases where fund is
not taxed and
investors are taxed
on a “like and
similar' manner.

Exemption to Income earned by a
Category III AIFs in IFSC in case all
units of Category III AIF held by
Non-residents investors.
Exemption can be claimed in
following cases:
1. Income on transfer of any
securities (other than shares in
a company resident in India),
including derivatives, debt
securities and offshore
securities.
2. Income from securities issued
by a non-resident (not being a
Permanent Establishment) and
where such income otherwise
does not accrue or arise in India.

Category III
AIF
Exemption from
1. Stamp Duty
2. Securities
Transaction
Tax
3. Commodities
Transaction
Tax carried
out on IFSC
Exchanges

Investors investing Non-resident Investors
in Category III AIF investing in Category III AIF
Any income
accruing or arising
to or received from
the Category III AIF
or on transfer of its
units is exempt
from tax in the
hands of investors

Non-resident investors
Exempted from obtaining PAN in
India.

Provisions of
Alternate
Minimum Tax
are not
applicable

Further various Tax slabs applicable for Category III
AIFs is mentioned below:
• Income on transfer of shares in an Indian company is
taxable as follows to the Category III AIF:

Tax Head

Tax Rate Remarks

Short-term Capital Gains

15%

Long-term Capital Gains

30%
10%

If Securities Transaction
Tax (STT) paid
In other cases

• Income in respect of securities

Income Head

Tax Rate

Interest, Dividend
Interest income on certain rupee denominated
bonds, Government securities or municipal debt
securities referred to in section 194LD

10%
5%

• Surcharge on certain Long-term Capital Gains, Short-term
Capital Gains and dividends earned by the Category III AIF
is capped at 15%.
ADVANTAGE OF RELOCATING OFFSHORE FUNDS TO THE
IFSC:
A. The Finance Act, 2021 introduced provisions to provide for
tax neutrality in case of relocation of offshore fund or
wholly owned Special Purpose Vehicles of the Offshore
fund to the resultant fund (Category I/ II / III) in the IFSC,
where the transfer of assets have been taken place on or
before March 31, 2023 as follows:
• Exemption from capital gains from any transfer, in
relocation, of a capital asset of the original fund or its
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•

•

•
•

wholly owned Special Purpose Vehicles of the original
fund to the resultant fund in the IFSC.
Exemption from capital gains from transfer by a
shareholder / unit holder, in a relocation, of capital asset
being share / unit held by him in the original fund; or the
original fund itself, in consideration for share / unit in the
resultant fund.
Exemption from capital gains tax arising or received by a
non-resident investor or a Category III AIF in IFSC, on
account of transfer of shares of an Indian company by
the resultant fund or the Category III AIF to the extent
attributable to the units held by non-resident and such
shares were transferred from the original fund, or from
its wholly owned special purpose vehicle, to the
resultant fund pursuant to relocation and where the
capital gains on such transfer would originally not been
subject to tax had the relocation not taken place.
Cost of acquisition to previous owner shall be available
to the resultant fund.
No impact on carry forward of losses with change in the
shareholding of Indian company to the extent the
change in shareholding has taken place on account of
relocation.

GIFT-City, India's only IFSC, is the
natural gateway for inbound and
outbound investment in the country
and has emerged as a preferred
destination for setting up fund
business.

B. Regulatory Relaxations
• One time “Off-market transfer” of securities permitted
by SEBI for offshore funds relocating to IFSC
• Continuing interest requirement for Manager/ sponsor
has been made voluntary for Resultant Fund
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Keeping in view the Tax incentives and benefits for relocation
of offshore funds and other benefits for AIF to operate in IFSC,
GIFT City, by 2023 India shall witness more offshore AIF funds
relocating and operating under World Class Infrastructure of
IFSC, GIFT City, engaging with unified Financial regulator and
availing benefits of Strong Global Financial Ecosystem
established at IFSC GIFT consisting of Banks, Stock
Exchanges, Fund administrators, Custodians and Trusteeship
services.
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THE CASE FOR PASSIVE
INVESTING IN INDIA
Namrata Singh
Founder, Arthasadhana Investments

Passive funds have been in existence since 1975, they have
grown in popularity over the last decade. As per a recent
Bloomberg Report, Passive overtook active around August
2018 and its market share stands at about 54%, driven
largely by the growth of funds tracking the S&P 500,the
total U.S. stock market and other broad U.S. indexes. U.S.
large-cap stocks are widely recognized as comprising the
world’s most efficient equity market, contributing to
passive’s dominance.
As per the latest Gallup Investor Optimism Index survey,
conducted June 22-29, 2021 in US, a large majority of
investors say that "passive investing" (71%) is superior
to "active investing" (29%) to maximize returns over the
long term.
These trends are catching at a fast pace in India too.
Assets managed by the Indian mutual fund industry has
increased from Rs. 29.83 trillion in November 2020 to Rs.
38.45 trillion in November 2021. That represents 28.89 %
increase in assets over November 2020.
There a significant increase in ETF market share from 8.3%
in November 2020 to 10.8% in November 2021. Passive
Funds now account for 10.8% of the Mutual Fund
Industry AUM amounting Rs. 4.15 trillion.
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10.8% 15.4%
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Nov-21
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10.8% 15.3%
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10.5% 15.3%
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46.0%
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29.9%

May-21

44.7%

9.6% 16.9%

30.5%

Apr-21

43.6%

9.4% 17.8%

31.1%

Mar-21

42.4%

9.4% 16.8%

31.9%

Feb-21

42.6%

9.4% 16.8%

33.1%

Jan-21

41.9%

9.0% 17.2%

33.2%

40.7%

8.7% 17.7%

ETFs & FoFs

Dec-20

40.4%

8.3% 19.3%

39.7%

Equity oriented schemes

32.8%

Passive investing is a concept that has its genesis in
Efficient Market Hypothesis (EMH). As per Efficient
Market Hypothesis, the price of security reflects all
information and always trades at fair values on the
exchange. Therefore, it is impossible to beat the
benchmark. Stock selection or Market timing have no role in
generation of alpha. Higher returns can be only be achieved
by purchasing riskier investments. Advocates of EMH
believe that investors benefit through Passive investments.

Debt oriented schemes

Nov-20

P

assive investing involves investing in a basket of
securities that fairly represent the asset class the
investor needs to invest. The objective of a passive
investor is to earn the rate of return that the select asset
class provides and is not beating the benchmark. A passive
investor does not decide upon individual securities to buy or
sell but rather their analysis is limited to the broader asset
class.

Source: AMFI Website

A passive investment strategy can be adopted through
either Index funds or Exchange-Traded funds (ETFs).
Index funds operate like a mutual fund scheme which
mimics the performance of popular market indices (like BSE
Sensex, Nifty 50, NASDAQ 100). The fund manager’s role is
restricted to tracking the changes in the underlying index.
Exchange Traded Funds are similar to an index fund,
however it can be traded on the exchange like a common
stock. Holding a Dmat Account is mandatory for
investment into ETFs.

As per the latest Gallup Investor Optimism
Index survey, conducted June 22-29, 2021
in US, a large majority of investors say
that "passive investing" (71%) is superior
to "active investing" (29%) to maximize
returns over the long term.
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Bonds, real estate, commodities, currencies, and multiasset funds are all available in an ETF format. For instance,
Mutual Funds in India offer Gold ETFs, where the underlying
investment is in physical gold. A majority of Fund Houses
have recently introduced Silver ETFs.
Key Benefits of Passive Investments:
• Low Cost: Management fees are generally very low
compared to an actively managed fund
• Consistently tracks the benchmark: The performance
of passive funds closely tracks the index and chances of
wide variation is returns are minimised
• Tax Efficient: Since it is more of a buy and hold
strategy, the capital gain liability is delayed.
• Elimination of Human Bias: It eliminates emotional
biases since investment decisions are in sync with the
components of the underlying index
The rising interest in passive investing India can be
attributed to the following issues:
1. Underperformance of Actively Managed Funds:
Majority of large cap funds have failed to beat the
benchmark. As per recent SPIVA Report “Over the oneyear period ending in June 2021, the S&P BSE 100 was
up 55.96%, with 86.21% of funds underperforming the
benchmark. Over H1 2021, 53.13% of the funds
underperformed the S&P BSE 100. Over longer horizons,
the majority of the actively managed large-cap equity
funds in India underperformed the large-cap
benchmark, with 65.93% of large-cap funds
underperforming over the 10-year period ending in June
2021.”
2. Relatively Higher Cost of Active Investment: Every
active fund seeks to outperform index performance and
needs more resources in terms of people, tools and
processes to do the same which in turn leads to higher
costs. Expense Ratio of actively managed equity funds
in India is around 1.50%. However, the investment
expense for passive funds can range anywhere
between 0.05% to 0.40% . Passive investing can lead to
significant cost savings in the long term.
Downside to Passive Investment
• Tracking error: Tracking error is the difference between
the returns of Passive Fund and the benchmark it was
meant to mimic. ETFs and Index funds, much like other
mutual fund schemes, incur expenses on cost heads,
such as marketing, advertising, office administration,
brokerage and so on. These expenses reduce the ETF’s
returns. This deviation in performance is known as the
“tracking error” and is expressed in percentage terms.
How well an index fund manages its inflows and
outflows also determines tracking error. The lower the
tracking error, the better the ETF / Index fund.
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• No chance of outperformance: Passive funds can
never beat the benchmark it is supposed to mimic. The
returns will move in perfect correlation with the index /
benchmark the fund tracks. It is to be noted that
dividends received by ETFs are reinvested into the fund.
Dividend reinvestments can lead to temporary
outperformance relative to the benchmark.
In India, IDBI Principal was the first AMC to launch an index
mutual fund tracking Nifty in 1999. The scheme later
became the Principal Nifty 100 Equal-Weight fund.
Benchmark AMC was the first to launch Nifty bees - an
index exchange-traded fund (ETF) tracking the Nifty 50.
Benchmark AMC was later taken over by Goldman Sachs,
which was later acquired by Reliance Mutual Fund (now
Nippon Mutual Fund).
Passive schemes have become quite popular in India. There
are around 170 passive schemes in India. SBI ETF Nifty 50
is India’s largest Passive Scheme with an AUM of Rs. 1.22
lakh crores as on 31st December, 2021
Fund houses continue to roll out innovative research based
passive schemes. About 50 passive schemes were
launched in 2021 alone which managed to garner assets
amount Rs. 1.5 lakh crore.
Financial literacy campaigns like “Mutual Fund Sahi Hai”
have increased the awareness of financial products among
a large section of investors. FinTech companies have
played a huge role in driving investments into passive
funds.
A recent report by Finity estimates that “Passive assets will
grow to make up 37% of the overall assets in the mutual
fund industry by 2025 from the 10% as of March 2021. The
rise of passive investing is one of the simplest and yet
among the most exciting trends that is happening in the
Indian financial markets.”
I personally expect that investors interest in passive
investing will continue to rise and we will continue to
see a steady increase in investments into Index Funds
and ETFs in India. However, Passive and Active
Investments will continue to co-exist in India for some
years as we still have considerable room to increase
efficiency in our markets.

Namrata Singh is the Founder of Arthasadhana Investments.
She is a Certified Financial Planner with more than 14 years of experience in
banking and wealth management. She also holds a MBA degree and is currently
pursuing CFA (level 2).
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BRIEF SYNOPSIS ON INTERNATIONAL
FINANCIAL SERVICES CENTERS AUTHORITY
(CAPITAL MARKET INTERMEDIARIES)
REGULATIONS, 2021
Roshan Kumar Bajaj, Director, JPNR Corporate Consultants Pvt. Ltd.
This is our forty third release
in the series of awareness articles on IFSC
1.0 Synopsis of the previous release
In our last release, we had emphasized on the facility of global
access provided to registered Broker Dealers in Gujarat
International Finance Tec-City International Financial Services
Centres (GIFT IFSC).
2.0 Coverage in the current release
The International Financial Services Authority (IFSCA) vide
notification dated October 18, 2021 has laid down new
regulations for capital market intermediaries in International
Financial Services Centres (IFSC). In our current release, we
shall deal with the registration process of capital market
intermediaries with IFSCA.

The Authority, through IFSCA(Capital
Market Intermediaries) Regulations,
2021 has simplified the application
process of registration of
intermediaries in IFSC. This
comprehensive regulatory
framework for the intermediaries in
the capital markets operating in IFSC
would enable ease of doing business.

3.0 Introduction
The intermediaries play an important by providing
intermediation facilities between their clients and the various
regulated financial products/financial services. The
International Financial Services Centres Authority(IFSCA)
being the unified regulator for development and regulation of
financial products, financial services have laid down IFSCA
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(Capital Market Intermediaries) Regulations, 2021 (CMI
Regulations) which contain guidelines for various categories
of capital market intermediaries operating in the International
Financial Services (IFSC).
4.0 Significance
The Authority, through IFSCA (Capital Market Intermediaries)
Regulations, 2021 has simplified the application process of
registration of intermediaries in IFSC. This comprehensive
regulatory framework for the intermediaries in the capital
markets operating in IFSC would enable ease of doing business.
Further, these regulations also envisage registered capital
market intermediaries to undertake cross border business in
capital markets in India and foreign jurisdictions, subject to
fulfilment of certain conditions as specified in the notification.
5.0 Registration
1. Obligation to Seek Registration:
The following categories of intermediaries shall obtain a
certificate of registration from the Authority prior to
commencement of operations in an IFSC:
a) Broker dealers
b) Clearing members
c) Depository participants;
d) Investment bankers;
e) Portfolio managers;
f) Investment advisers:
2. Application for registration:
1) The applicant seeking registration to act as a broker dealer,
participant shall submit an application form in the format
provided in Part I of Schedule I to the Authority. Further, an
applicant may also apply for multiple registrations in the
same application form.
2) The recognized stock exchange, the recognized clearing
corporation, the recognized depository, as the case may
be, shall examine the eligibility of the applicant in terms of
these regulations, and forward the application with the
application fees to the Authority within thirty days of
receipt of the complete application.
3) Subject to approval by the concerned recognized stock
exchange, and without any requirement of a separate
certificate of registration, a. a registered clearing member may be permitted to act
as a broker dealer in a recognised stock exchange; and
b. a registered broker dealer may be permitted to operate
in more than one recognised stock exchange.
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4) Subject to approval by the concerned recognized clearing
corporation, and without any requirement of a separate
certificate of registration, a) a registered broker dealer may be permitted to act as a
clearing member in a recognized clearing corporation;
and
b) a registered clearing member may be permitted to
operate in more than one recognized clearing
corporation.
5) Subject to approval by the concerned recognized
depository, a registered depository participant may be
permitted to act as a participant of another recognized
depository without obtaining separate certificate of
Registration.
6) The provisions of these regulations, as applicable to the
grant of registration shall also apply to an application for
renewal of registration of a capital market intermediary,
wherever applicable.
3. Legal form of the applicant
1) A capital market intermediary registered or regulated in
India or a Foreign Jurisdiction, can apply for registration
with the Authority subject to the condition that it has to set
up a branch structure in IFSC for undertaking similar
activities . An applicant already licensed, registered or
authorized with the Authority in any other capacity can
also seek registration under these regulations.
2) A capital market intermediary operating as branch
structure in an IFSC shall comply with the following
conditions:
a) The entity shall adequately ring fence the operations of
the branch in IFSC;
b) The entity shall comply with the minimum net worth
requirements specified in these regulations for its
activities in IFSC which may be maintained at the
parent level.
c) The entity shall maintain such minimum capital as may
be specified by the Authority, which shall be earmarked
for IFSC and may be held in the jurisdiction of its
incorporation;
d) A custodian operating as branch in IFSC shall ensure
financial segregation by allocating the amount
specified by IFSCA towards its branch in IFSC and shall
submit a declaration to the Authority in this regard;
e) A broker dealer / a clearing member of foreign entities
shall comply with additional requirements including
base minimum capital specified by IFSCA; and
f) Any other requirements as may be specified by the
Authority from time to time.
The Applicant has to fulfil the following conditions in
addition to the above mentioned conditions:
i. Net worth requirements as specified in Schedule II of
these Regulations,
ii. Other Registration requirements relating to the
eligibility criteria of the applicant, as mentioned in the
Regulations.
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4. Grant of registration
1) The Authority may, on being satisfied that the applicant is
eligible to act as a capital market intermediary, grant
registration to the applicant.
2) If the Authority is of the opinion that the registration cannot
be granted, it shall communicate the deficiencies to the
Applicant giving it thirty days’ time to rectify them.
3) If the Applicant fails to rectify such deficiencies to the
satisfaction of the Authority within the specified time, the
Authority may refuse to grant registration and shall
communicate the same to the Applicant, giving reasons for
such refusal.
4) The capital market intermediary shall comply with any
other condition as may be imposed by the Authority.
5) The registration granted to a capital market intermediary
may be withdrawn by the Authority only after giving a
reasonable opportunity of being heard.
5. Period of validity
The certificate of registration of a capital market intermediary
shall be valid for such period as may be specified by the
Authority, unless it is suspended or cancelled by the Authority.
6. Surrender of registration
A registered capital market intermediary may file an
application with the Authority for surrender of its registration.
A broker dealer or clearing member or depository participant
shall make such application through the recognised stock
exchange or recognised Clearing Corporation or recognised
depository respectively.
6.0 Conclusion
• IFSC is currently at a nascent stage and various categories
of intermediaries shall be required for the financial
products and financial services in the capital
markets.Therefore, a simplified application process has
been laid downfor intermediaries who seek registration
with the Authority through these regulations.
• This step of the Authority has brought down a
comprehensive regulatory framework for intermediaries in
the capital markets operating in IFSC and will further lead
to easing out the process of doing business in IFSC.
Roshan Kumar Bajaj [FCA, CIFRS]
He is a Director in JPNR Corporate Consultants Private Limited which is a
business advisory and consultancy company, incorporated under Companies
Act, 2013. The company is engaged in providing services related to Goods and
Services Tax, advisory services to International
Financial Service Centre [Gujarat International
Finance Tec-City (GIFT)]. During his association
with Deloitte earlier, he has gained rich experience
in providing Audit and Assurance services to
various large Corporate including Telecom, FMCG,
Cement, Consumer Appliances, Port, Healthcare,
Hospitality sectors, Steel, Mining etc. He has
expertise in providing services relating to IFRS and
Ind-AS also and has handled domestic and
The article is
international projects for the same. He also
co-authored by
contributes to various articles relating to his CS Jyoti Sinha Banerjee
domain.
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SCRUTINY ASSESSMENT
UNDER SECTION 143(3)
Neha Ahuja, LLM
Advocate

S

crutiny assessment under Section 143(3) is a
detailed assessment of an income tax return filed
by a taxpayer. In a scrutiny assessment, a tax
officer would perform various tests and processes to
confirm the correctness and genuineness of various
claims, deductions, and so on, made by the taxpayer in
the income tax return.

While conducting a scrutiny
assessment, the concerned tax
officer will provide ample
opportunity for the assessment to be
heard and to produce documents or
evidence to support the information
filed in a tax return.

selection of cases for scrutiny and if such Assessment is
made then it will be illegal.
To initiate a scrutiny assessment, the concerned Income
Tax officer must first issue an income tax notice under
Section 143(2).
While conducting a scrutiny assessment, the concerned
tax officer will provide ample opportunity for the
assessment to be heard and to produce documents or
evidence to support the information filed in a tax return.
The assessee must be provide a fair opportunity of being
heard during the Assessment proceedings as it is a basic
rule of Natural Justice. If the A.O makes any addition on
the basis of evidence procured from other sources about
which the assessee is not aware then the assessee must
be given fair opportunity to rebut or cross examine such
evidence.
In CIT vs Eastern Commercial Enterprises 210 ITR
103(CAL) it has been held that an addition made without
allowing opportunity of cross examination to the
assessee, cannot be sustained.

Neha Ahuja, Advocate

Where a return has been filed u/s 139 or in response to a
notice u/s 142(1), the case can be selected for scrutiny
Assessment if the assessing officer considers it
necessary or expedient to ensure that:
• the assessee has not understated the income or has
not computed excessive loss, or
• has not underpaid the tax in any manner.
The Honourable Supreme Court in (1999) 237 ITR 889
and (2004) ITR 272 has held that the assessing officer is
bound by the instructions of the CBDT. The Delhi High
Court giving reference of the above decision of the
S.C.has held in (2008) 169 Taxmann 4 / (2007) 295 ITR
256 that the A.O. cannot make Assessment ofany case in
scrutiny outside the guidelines issued by the CBDT for
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Working as an Advocate in the field of Tax, Intellectual Property, Capital Markets
& Securities, Anti-Corruption, Investigation, Manufacturing, Consumer
Products, Industrial Products & Durables, Communications (Telecom &
Broadcasting), Energy (Power, Coal, Oil & Gas), Mining, Civil and Criminal
litigation. Specialized in Criminal Litigation. Consulting various law firms in India.
Visiting faculty at Jai Hind College of Commerce and Science for the subject of
Law. Lectures given on the following Acts and Bills: Contract Law, 1872,
Companies Act, 2013, Reserve Bank of India Act, 1934, Banking Regulation Act
1949, Negotiable Instruments Act 1881, Indian Insurance Act 1938, IRDA Act
1999, Consumer Protection Act, 1986, Ombudsmen Act 1975, Indian Stamp Act
1899, Indian Registration Act 1908, Lokpal and Lokayukta Bill.
Worked as a Constitutional expert on several books published by Lexis Nexis
namely “India Needs GST” 3rd Edition. Also, written textbooks at college level on
the subject of IPR & Cyber Law published by Vipul Prakashan.
Editor for Law Textbooks on the subject of Contract Law, 1872 and Negotiable
Instrument Act 1881 published by Reliable Publication.
Completed her Bachelors in Banking and Insurance (BBI). There after obtained a
Masters degree in Commerce (Mcom) and then completed Legum Baccalaureus
(LLB) and LLM.
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COMPLIANCE CALENDAR
COMPLIANCE
COMPLIANCE REQUIREMENT FOR
THE MONTH OF FEBRUARY - 2022
Compiled by CA Kamlesh P. Mehta
(B.Com, FCA, DISA)

M/s. Kamlesh P. Mehta Associates
Authorities

Particulars

Due Date

All Exchanges

Contingency Drill / Mock Trading Session (Subject to circular to be issued by respective
exchanges)

05.02.2022

PMS

PMS- Uploading of Activity Report- through SEBI portal for the month of January, 2022

07.02.2022

Income Tax

TDS Payment for the Month of January 2022 for Corporate and Individual.

07.02.2022

All Members of exchnages/ Disclosure of Investor grievances status on website / sending to clients on their registered
PMS/ RA/ IA/ DP
e-mail id

07.02.2022

Depositary

Investor Grievances (Report) • CDSL & • NSDL

10.02.2022

All Exchanges

Submission of Audited Networth Certificate, Auditor’s Report & Audited Annual Accounts
for the financial year ended on 31/03/2021

15.02.2022

All Exchanges

Implementation of Revised format of data towards 'Client Level Cash & Cash Equivalent
Balance' for the week ended 12.02.2022 & subsequent weeks

17.02.2022 &
subsequent due dates

All stock exchanges

Segregation and Monitoring of Collateral at Client Level - Allocation

28.2.2022

BSE

No. of STR filed with FIU-IND for the month of January 2022. (Including NIL STR)

Before 28.02.2022

NSE/ BSE

Uploading of clients mapped with Authorised Persons (AP) before the next 2 trading days
of subsequent week.

Weekly basis

NSE/ BSE

Reporting of client level cash and Cash Equivalent Balances by trading members to the
clearing members on weekly basis (within next four trading days of subsequent week)

Weekly basis

All Exchanges

Submission of Bank statement to exchange on weekly basis (within next four trading days
of subsequent week)

Weekly basis

All Exchanges

Requirement of sending a complete ‘Statement of Accounts’ for funds, securities and
commodities in respect of each of its clients (within next four trading days of subsequent
week)

Weekly basis

All Exchanges

Reporting of client level Cash and Cash Equivalent Balances and Bank account balances
(within next four trading days of subsequent week)

Weekly basis

All Exchanges

Uploading of Clients’ Funds, collateral and other details lying with the member broker.
(Enhanced Supervision within three trading days of subsequent week)

Weekly basis

All Exchanges

Uploading of day-wise Holding statement in the specified standard format to exchange
(within four trading days of subsequent week)

Weekly basis

*Note: The Compliance Calendar is indicative in nature. For realtime updates, kindly refer respective Market Infrastructure Insitution's latest circulars.
Kamlesh P. Mehta, B.Com. FCA, DISA (Post qualification course in information system audit from ICAI) is a practicing Chartered Accountant by profession having an
experience of 26 years in the field of capital market compliance consultancy, depository services audit, management consultancy, system audit and Commodity market
compliance consultancy.
He is a Proprietor of CA firm M/s. KAMLESH P. MEHTA ASSOCIATES & Partner of MEHTA SANGHVI & ASSOCIATES located at Borivali, Mumbai.
He is also providing compliance calendar to BSE brokers forum and ANMI regularly and same is published in their journal. Recently he and his team had drafted compliance
manual for commodity brokers published by BSE brokers forum.
He is a regular speaker of the various seminars for broking and DP compliances organized by WIRC (Western India Regional Council of ICAI) and study circle group. For
further assistance, kindly contact at: kamleshmehtaca@gmail.com
41

FORUM VIEWS - FEBRUARY 2022

NURTURING LIFESTYLE
THE GUNA CODE
Jaya Row
Founder, Vedanta Vision &
Managing Trustee, Vedanta Trust

T

he Bhagavad Gita helps achieve excellence in the world.
And takes us beyond, to the state of Enlightenment. The
Gita makes a thorough analysis of the human personality,
and identifies your strengths and weaknesses. It helps
leverage the strengths and marginalise the weaknesses.
Every human being is made of matter and Spirit. The Bhagavad
Gita helps refine and sieve out matter. What remains is Spirit.
Matter is of three distinct hues called gunasor qualities. They
are sattva (purity), rajas (passion) and tamas (ignorance). The
gunas determine the quality of thoughts, emotions and actions
in a person. They are like the genetic code in you. Together they
bind us to the world. Just as the three primary colours red,
yellow and blue mix to create all colours, the combination of
gunas creates the infinite variety of beings in the world.
Tamas is a state of inertia and indifference resulting from
ignorance. In this state the best qualities get shrouded and our
inherent talent is prevented from manifesting. Rajas is a state
of discontent and stress brought about by greed, craving and
lust. The incessant desire-driven activity and the resultant
turbulence in the mind make for mediocrity. Sattva is
tranquillity of mind when one operates at one’s best. The mind
is calm and contemplative. This is the state of effortless
excellence. All executives, sports persons and professionals in
every field of activity strive for it - being in the ‘zone’,
performing at peak levels. However, nobody knows how to
achieve it, much less remain in this superlative state of being.
The Bhagavad Gita spells it out clearly and simply so that
everyone can operate out of one’s sattva while isolating and
eventually eliminating the rajas and tamas within.
The 14th chapter of the Bhagavad Gita deals with the three
gunas. It details the traits of sattva, rajas and tamas and how
they bind the human being. ‘Guna’ means rope in Sanskrit.
Everyone has all three gunas. As long as you remain oblivious
of their nature and influence you get bound by them. When you
understand them and their role in your life you can change the
guna mix within.
You come up with peak performance when sattva
predominates. When rajas prevails greed, disquiet and
hankering weigh you down. And when tamas reigns supreme
you are overcome with delusion, heedlessness and inertia.
However talented you may be, a high degree of rajas or tamas
will result in failure. Hence it is imperative to increase your
sattva, refine the rajas and declare war on the tamas in you.
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The relative strengths of the gunas also determine the
environment one goes to after death. A sattvika person is born
in a spiritual family where the sattvika content blossoms in the
ambience of purity and tranquillity. Pure sattva catapults him to
the state of Realisation. The rajasika one is born among people
who are attached to action. He gets further ensnared in the
world. The tamasika one is born to dull, foolish people. It is only
the sattvika person who makes progress. The rajasika one
moves within a narrow band while a tamasika person goes
downhill.
The mission of life is to go beyond the three gunas and get
liberated from the traumatic cycle of birth, death, decay and
sorrow. You are born in the world only to attain Immortality.
Understand the three gunas and how they function in your life.
Promote sattva. Control rajas and the force of desire. Make a
determined effort to eliminate tamas. See the difference in your
life.
The last portion gives the traits of a person who has
transcended the gunas. It tells us how to become Brahman.
When you see the play of the gunas and remain undisturbed by
their effects you understand That which is beyond them and
reach the exalted state of Enlightenment.
Foster powerful positive thoughts every Saturday at the Bhagavad
Gita LIVE webinars with Jaya Row on Zoom, YouTube & Facebook.
Register for free at www.vedantavision.org/gita
Jaya Row is one of the world’s most influential speakers on Indian philosophy,
Vedanta. She’s a well-loved spiritual leader whose expositions on Vedanta touch
the mind and uplift the intellect.
Blessed with a global vision and unparalleled knowledge of the scriptures, she
has the incredible ability to reach out to individuals of all nationalities, sects and
faiths.
Backed by her corporate experience and 40 years of research on Vedanta, she
motivates her audiences to live successful and happy lives. Clarity, wit and zeal
are the hallmarks of her presentations.
Her seminars for corporate executives deal with the holistic development of
people. She helps create the most valued corporate assets - fulfilled, dynamic
human beings.
She has gained international recognition, having spoken at prestigious forums
such as the World Economic Forum Davos, World Bank, Young Presidents’
Organization, Princeton University, Purdue University, Washington University
and others.
Since the outbreak of the pandemic and through subsequent lockdowns, she has
continued to spread the message of Vedanta online. She hosts webinars on the
Bhagavad Gita every Saturday on Zoom.
She engages a younger audience through her podcast, Gita for the Young &
Restless, on Spotify. In each episode, she provides simple solutions to the
everyday problems that Millennials and Zoomers face.
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HEALING TEMPLE
HOW TO DEAL WITH ANXIETY
Garima Juneja
Psychologist,
Founder of Lightroom Therapy and counseling services
that you have even more issues to be anxious about. And
that makes your anxiety worse. So next time drop anxiety
about getting anxiety.

W

e all have our moments of feeling nervous, be it
appearing for an interview or exam, going to give
a presentation, or meeting someone new. The list
is endless and most prosaic, but sometimes it can be
peculiar too. A situation that is anxiety-inducing for one can
be the order of the day for the other, for example going in
crowded places or using a lift or elevator. Thus, our past
experiences & conditioning play a pivotal role in provoking
anxiety. Now the question is how do we know what we are
experiencing is anxiety.
Anxiety is our body’s natural reaction towards any situation
which is uncomfortable or fearful or unpleasant. But
sometimes these situations are only perceived to be fearful.
Our body usually generates physiological reactions like
nervousness, breathlessness, pounding heart, and sweaty
palms. The good news is Anxiety can be reduced, controlled,
or managed, so let’s cut to the chase and find out how
Ten ways to overcome Anxiety
1. Acceptance- Moderate Anxiety is a part of our life and
helps us to gauge the situation and prepare us. Instead of
fighting it out, we should accept it as a part of life. It can be
used as a protective mechanism to help us keep ourselves
safe. Like a fight or flight instinct (the instinct of fighting the
situation or running away which helps in our survival),
anxiety might be our body’s way of telling us that we are in
the proximity of danger. Anxiety though unpleasant can be
useful as a built-in warning signal A bit of anxiety isn’t bad
and should be embraced. Follow a simple mantra “Thoughts
you resist persists.” When you are constantly thinking to get
rid of your anxiety, you are signalling your nervous system
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Anxiety is our body’s natural
reaction towards any situation
which is uncomfortable or fearful
or unpleasant. But sometimes these
situations are only perceived to be
fearful. Our body usually generates
physiological reactions like
nervousness, breathlessness,
pounding heart, and sweaty palms.

2. Know your triggers- Defining your triggers is the first
step towards controlling anxiety. Defining comprises of
throwing light on the potential anxiety-provoking situations,
knowing what’s the fear behind and What worst can happen.
Imagine the worst and accept it. Guiding imagery which is
imagining the different scenarios can be instrumental in
facing the worst outcome possible. It’s important to note
that a realistic scenario has the most probable chances of
occurrence. So, prepare for the worst, expect the realistic
scenario and pray for the best to happen. Once we walk
through these probable possibilities, fear of the unknown
fades away.
3. Know it's you and not the situation- Most of the time
we feel that it’s the situation that is the culprit. In reality, it’s
you who hold preconceived notions about the situation.
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Excessive fear of failure & embarrassment or excessive
sensitivity to criticism or judgments of others is some of the
underlying reasons beneath the surface of anxiety. Ask
yourself “Do you resort to awfulizing? A term we use for
exaggerating the happenings around you or
catastrophizing, where we feel that the consequences will
be too harsh and etched in stone. Metacognition is an
awareness and understanding of one's thoughts that is
instrumental in such a scenario... It will open doors to
knowing yourself and correcting your dysfunctional
thinking.
4. Journaling your thoughts can come in handy- This
practice can make you aware of your thinking patterns and
allow you to dive into situations. Sometimes over thinking
creates puzzles and it can be incoherent at times. Thus,
swaying us towards the cocktail of emotions of past and
present propelling us to play the victim card. But putting
your thoughts on a piece of paper will help you vent out and
create coherence without deviating you from the present.
The trick is we are conditioned to write well and be precise.
Such kind of training in the way of thinking was never
imparted to us, so we go haywire. So next time try
journaling your thoughts and be specific.
5. Meditation / Mindfulness can work wonders- A daily
routine of sitting quietly and watching your thoughts rise
and settling and eventually getting replaced by another set
of thoughts will give you an insight into wanderings of the
mind, reducing it to an unreliable instrument. Such insight
can help you to be calm and composed in most situations
when you know your mind is fickle and all thoughts are everchanging and transitory.
6. Deep breathing - An antidote to anxiety-According to
The American Institute of Stress, “Deep breathing increases
the supply of oxygen to your brain and stimulates the
parasympathetic nervous system, which promotes the
state of calmness.” Diaphragm breathing which is deep
breathing fully engaging the stomach, abdominal muscles,
helps the lungs fill more efficiently. This assuages the
tension or nervousness that gets built in during
anxiety. Engaging in Pranayama or Yoga on daily basis also
helps in calming the senses.
7. Follow the 3-3-3 rule- It's basically to externalize our
focus. Look around and name three things you see, then
three things you hear, and finally move three parts of your
body like arm or finger or feet. This mental trick helps you to
take control over your hyperactive mind and bring you back
to the present moment. Another habit that can be resorted
to, is to take moments throughout the day to relax and
centre yourself. Set an alarm for morning, afternoon, and
night for five minutes. Taking small breaks in between will
help you to take control and make you more productive.
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8. Paradoxical Intervention- This term is coined by Dr.
Viktor Frankl who used it as a technique in logotherapy to treat
phobias, insomnia, and performance anxiety. In Paradoxical
intention, the patient is prompted to engage in or to desire, the
very activities or situations he fears. This way the vicious
cycle of anxiety may be discontinued. For example, if you fear
that you won’t be able to speak in front of people, then tell
yourself “I surely won’t be able to speak in front of people and I
like it that way.” This way you ward off the fear and get it out
of your system by embracing fear instead of resisting it.
9. Limit caffeine and Alcohol- Excessive use of Caffeine,
alcohol, and sugary beverages or energy drinks can stimulate
the nervous system and increase anxiety and panic attacks.
10. Eat regularly- Skipping meals or fasting or diets that
require a very low-calorie count is a strict no-no to those who
are prone to anxiety as it leads to low blood sugar. Low blood
sugar can trigger anxiety because a body in this state will
produce more cortisol (the primary stress hormone which
enhances our brain’s use of glucose and increases the
availability of substances that repair tissues. It also curbs
functions that would be harmful in a fight-flight or anxious
situations) in response to stress.
Signs that it’s time to talk to a mental health professional
There’s a lot of techniques you can adopt to relieve anxiety,
but sometimes you need help. If your anxiety is long-lasting
and interferes with your daily life, you could have an anxiety
disorder. In that case, you may need treatment to overcome it.
So, the following are the signs to reach out for help
• Constant or nearly constant anxiety
• Anxiety that interferes in your daily functioning like daily
activities, work, or social life.
• Anxiety about things that don’t exist and don’t happen
• Panic attacks
Talking about it to your therapist can help not only to recognize
triggers but also can throw light on your patterns of thinking
and provide a peep into your personality. A course of cognitive
behaviour therapy for anxiety may be about 5-10 sessions
depending on the severity of the condition. There is
substantial data that people usually feel better after just one
therapy session for anxiety or panic attacks. A professional
will help eradicate it by assessing the root cause and
changing the core beliefs in a graded fashion, thus leading you
to the path of happiness & contentment.
Garima Juneja is a psychologist and founder of Lightroom Therapy and
counseling services (www.lightroomtherapy.com). She is helping and directing
people towards a better life through imparting online /offline therapy sessions for
depression, anxiety, couple counseling, and personality disorders as well as
creating awareness about mental health issues through her articles in various
newspapers, magazines and radio telecasts. She extended pro-bono sessions to
many people who couldn’t afford professional help during the covid period and
helped them to come out of the quagmire of hopelessness and despair. Her efforts
during the covid period are laudable.
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HEALING TEMPLE
AROMA THERAPY - A
WAY OF LIFE PART 2
Priti K Shroff
Founder & Managing Director
PRISIM - The Healing Temple

H

aving explored all the different ways of using
Aroma oils for physical benefit in the January
issue, we now move on to something much more
important - our emotions and thought patterns. In this
New Age, it has become a known fact that there is a
strong connection between the mind and the body, and
what we feel is what matters most. We have come to
realize that if we suppress our emotions, like anger or
grief, they solidify within us and later manifest as illness or
disease. Poor emotional health can weaken our body’s
immune system. This makes us more likely to get colds
and other infections during emotionally difficult times.
Emotional health is a very important part of overall health.
Emotionally healthy people know how to manage their
negative emotions, how to work towards letting go of
anxiety caused by situations that cannot be changed and
to maximize positive opportunities. Good emotional health
helps us to work productively and cope with the stresses
of everyday life. It helps us have clarity of thought, word
and action. Lets see how Aroma Therapy can help us with
this.
Aromatherapy, as we know, is the practice of using
essential oils for therapeutic benefit and has been used for
centuries. Aroma Therapy works through our sense of
smell and through skin absorption. When inhaled, the
scent molecules in essential oils travel from the olfactory
nerves directly to the brain, and begin communicating
with the amygdala (the emotional centre of the Brain), the
hypothalamus, hippocampus, and other areas of the brain.
These individual components are part of the collective
limbic system. As the fragrant molecules reachour limbic
system, which is linked not only to the emotions, but also
the heart rate, blood pressure, breathing, memory, stress,
and hormone balance; they begin to affect all of these
aspects. Our body then responds by releasing endorphins
(which can help relaxation), serotonin (which aids in
calming), or noradrenaline (which is a stimulant), thus
helping us to become calm, relaxed, or energized,
depending on which essential oils we use. When used
correctly, essential oils can have a subtle, yet holistic
effect on the body.
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Oils can be used in various ways:
• In baths, or even just foot bath; soak your feet in warm
water with bath salts and a few drops of Essential oils.
• Massage your body with a few drops of essential oils
mixed in with your normal massage oil or a carrier oil
like almond oil or olive oil.
• Use a room spray or diffuser to create a calm and
soothing atmosphere.
• Some can be directly applied to the skin to receive
maximum benefit. (Do not apply directly to skin
without ensuring that you are not allergic)
• You can smell essential oils straight from the bottle.
Just remove the lid and breathe deeply.
• Fill a bowl with warm water and add a few drops of
essential oil. Place your head directly over the bowl
and inhale the vapors. You could drape a towel over
your head to increase the effect.
• You can even make your own Roll-on perfume so that
you can have your favourite essential oils at hand all
the time. Just add a few drops of essential oil to some
coconut oil in a small, dark glass roll-on or spray bottle.
Shake well and apply to your wrists or the back of your
hand, to the base of your throat and even at the heart.
You can use these alone or in any combination, depending
on the results you are looking for.
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Different oils will require different methods, but almost all
oils can be used with a diffuser. For instance, Divine
Relaxation, a soothing blend that relieves anxiety and
depression can be used in a bath, as a massage oil, with a
diffuser and even directly from the bottle. You can even put
a drop of it on your pillow before you go to bed for a deep,
relaxed sleep. Another blend called Sweet Dreams can
also be used in the same way. As the name suggests, this
oil helps to get a restful sleep, so that we wake up feeling
fresh and energized.

Different oils will require different
methods, but almost all oils can be used
with a diffuser. For instance, Divine
Relaxation, a soothing blend that
relieves anxiety and depression can be
used in a bath, as a massage oil, with a
diffuser and even directly from the
bottle.

We live in a world where we face stressful situations all
the time - at home and at work. Balancing our personal
and professional lives can give rise to various negative
emotions like frustration and anger. And very often, due to
the busy lives we lead, we find that we do not have the
time to deal with these emotions, so we just hide them
somewhere within us. We continue to suppress our
emotions until we almost have a breakdown and are
forced to deal with them. At Prisim, we work a lot on
enabling an individual to undergo emotional catharsis, and
for that, our unique essential oil blends can be very helpful.
For example, Goodbye to Past is a blend that helps to
release deep-rooted trauma and anger. It brings about a
sense of peace and emotional well-being. It helps us to let
go to past emotional trauma and negative thought
patterns so that we can move forward into a new life.
Then there is Forgiveness, another aspect that we
struggle with daily. This blend invokes an angelic feeling in
the soul, helping us to awaken into a higher spiritual
awareness that helps us to forgive others and ourselves.
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Purification is a combination of highly stimulating
essential oils that help to clear the mind, remove lethargy
and mental fatigue. It refreshes us and fills us with energy
to do everything that we want to do.
All our blends are made with the purest of essential oils, so
that they work very effectively towards our Goal
Empowerment, whether it is Abundance, Passion or
Wisdom. We may think how can that be possible? How
can an essential oil bring abundance or wisdom? How can
it help us to achieve our goals? That’s where the beauty of
our mind comes into play. We actually have the ability to
achieve all that we focus on. And that is exactly what the
essential oils assist us with. The fragrance helps our brain
to focus and intensify positive emotions within us, they
magnify our life purpose by stabilizing and balancing our
body and mind, which in turn instils positive emotions and
thought patterns. Once our thought patterns are positive,
we begin sending out the vibrations needed to attract
abundance and even wisdom.
Essential oils can even be used during meditation and
healing processes to open and balance our Chakras.
Chakras are spinning wheels of energy, and every Chakra
spins at a different frequency. Essential oils can help our
Chakras to find their correct frequency, connect us to our
highest self, and deepen our spiritual practice when used
during meditation.
As you explore the uses of essential oils, pay attention to
how the different oils and methods of use affect you.
Always go with your instincts. If there is a particular blend
that you enjoy more than others, use that on a daily basis
to bring relaxation and peace, into your body, your mind
and your heart. Allow the fragrance of essential aroma oils
to energize you and bring peace into your life.
Prisim Healing Institute is an alternative health center that believes in healing
one individual at a time.
We have various complementary therapies that help an individual to reach to
their optimal health.
• 10 Day Detox Programme
• Brahma Satya Energy Healing
• Aura Scan & Analysis
• Aura Cleanse & Chakra Alignment
• Crystal Healing Workshops & Crystal Grid
• Yoga & Zumba
• Sujok & Acupuncture
• Sound Therapy
• Art Therapy & Zentangle
• Emotional Catharsis
• Fairy / Angel Card Reading
• Healing Meditations - Chakra Meditation, Naadabrahma etc.
• Numerology
• Hypnotherapy / Past Life Regression
• Clearing of Spaces
• Reconnective Healing & The Reconnection
• Heartlight Ascension
• Raw & Vegan Foods by Prana Kitchen
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