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NIFTY 7897.50 0.30
SENSEX 26420.67 0.11

MSCI INDIA 712.49 2.97
MSCI EM 2156.97 9.89
MSCI BRIC 525.07 1.52
MSCI WORLD 6409.80 11.56

Market Trends
STOCK INDICES (%)

OIL ($) BOND YIELDS
DUBAI CRUDE

100.07
0.46%

10-Y GOI
8.54
0.02

FOREX RATE `-$ EXCHANGE RATE

OPEN

60.78

LAST*

60.68

Gold Rate
PRICES PER TROY OUNCE ($)

US India

OPEN 1298.60 1451.43

LAST* 1302.60 1452.76
*At 10.30pm, After adjusting for import duty, 
Indian spot gold higher by $19.90 to US Comex 
gold price on Tuesday. The premium on local gold 
is due to tight supply following import curbs.

Absolute Change

At 7 pm IST

Prashant.Mahesh
@timesgroup.com

Mumbai: At least five closed-ended eq-
uity funds are currently open for sub-
scription, as financial intermediaries
push these instruments with a three-
year or longer lock-in periods which
give fund managers greater flexibility
to manage the money as well as offer
better commissions to distributors.

New fund offerings (NFOs) from UTI
Focussed Equity Fund, Sundaram Se-
lect Micro Cap Fund, Reliance Capital
Builder Fund, ICICI Prudential Value
Fund and LIC Nomura MF Diversified
Equity Fund are currently open for sub-
scription. Since their launch in April
2013, closed-ended equity funds that is-
sue a fixed number of units have mobil-
ised about .̀ 2,200 crore.

Since closed-ended funds don’t allow
investors to redeem midway, managers
get more freedom to invest the money
compared with an open-ended mutual
fund which are highly liquid. “In an
open-ended fund, when an investor re-
deems or books profit, the fund manag-
er is forced to sell stocks to pay out the in-
vestor, even though he may be bullish on
the market,” said Sunil Subramaniam,
deputy chief executive of Sundaram
Mutual Fund. If the fund size is small,
the remaining investors could suffer as
the selling could hurt the price of stocks
held by the fund.

“The lock-in period in a closed-ended

fund ensures that investors ride out the
volatility without making redemp-
tions. The compulsion to stay the
course makes these funds a good choice
for investors,” said Nimesh Shah, MD

& CEO of ICICI Pruden-
tial MF. The lock-in peri-
od, however, prevents in-
vestors from booking
profits early on in a
structured bull market.
Financial advisers 

feel closed-ended equity
funds work well around
specific themes, depend-
ing on the timing of
the NFOs. “Closed-ended
funds with a midcap
theme worked well in
2013, as there was a huge
valuation gap between

large caps and midcaps,” said Vishal
Dhawan, CFP at Plan Ahead Wealth Ad-
visors. However, with the valuation gap
narrowing after a sharp run-up in mid-
cap stocks, he says open-ended funds are
a better choice now.

Dhawan cited more reasons to choose
open-ended funds. “Open-ended funds
have a past track record which makes

them easier to evaluate,” he said. 
Finally, in the case of closed-ended

funds, at the end of the tenure, 
the scheme is forced to sell to return
money back to investors irrespective of
their requirements.

Open-ended funds help investors un-
derstand the fund manager’s style and
judge the performance of the fund in
good as well as bad times. These funds
give investors the option to exit as and
when they meet their goals or when they
feel valuations in the markets are
stretched. Closed-ended funds lose out
on liquidity. Unlike open-ended funds,
which allow the investor to redeem his
units whenever he needs money, units in
closed-ended schemes can’t be re-
deemed. The units are listed and can be
sold on the market, but trading is usually
thin and happens at a discount of 20-30%
to the net asset value.

According to some critics, selling of
closed-ended funds is a strategy of fund
houses to incentivise distributors.
While open-ended equity funds pay 0.50-
75% as upfront commissions, closed-end
funds with a 36-month tenure dole out as
much as 4.5-5.5%, which they amortise
over the next three years.

Is the Time Right to Lock
into Closed-Ended MFs?

Attractive Returns

*Returns are absolute, Returns as on Aug 18, 2014 Source: Value Research

Scheme Launch Date AUM 
(`crore) Returns Since Launch* (%)

ICICI Pru Value (Series 1) Oct-2013 643.48 53.8

IDFC Eq Opp (Series 1) Apr-2013 218.14 64.2

IDFC Eq Opp (Series 2) Jan-2014 206.28 36.8

L&T Em Businesses May-2014 139.65 18.9

ICICI Pru Value (Series 2) Dec-2013 113.18 48.3

Rel Close End Eq (Series b) Dec-2013 77.49 42.4

Such plans give greater
flexibility to fund
managers and ensure
higher fee to distributors

Since their
launch in
April 2013,
closed-ended
equity 
funds have
mobilised
about
.̀ 2,200 crore
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Mumbai: If the number of
new demat accounts is any
thing to go by, then retail in-
vestors are making a come-
back. NSDL and CDSL, the
two top depositories, have re-
corded 8% growth in demat
accounts for June and July
against an average 4% for the
full financial year 2014.

About 2,94,000 new demat ac-
counts have been added in the
past two months, taking the to-
tal tally of demat holders to 2.22
crore. It appears that soon after
the results of the general elec-
tions, there was a spree of ac-
count opening by new inves-
tors. The demat account
growth in April was just 
0.86% with only 15,575 ac-
counts being added.

The number jumped to 4% in
May and has since doubled. In
June, 1.48 lakh demat accounts
were added and in July another
1.46 lakh demat accounts 

were opened.
NSDL has over 1.32 crore de-

mat accounts and CDSL has
89.75 lakh. Brokers say a near
20% rise in the benchmark
share indices has revived confi-
dence among retail clients.

“BJP’s Achche Din slug line
for the election campaign had
captured the imagination.
New investors are taking a
positive view of the market,”
said Dinesh Thakkar, chair-

around, many new investors
are stepping even before a re-
vival of the primary market.
“Business turnover at our end
in the equity segment has gone
up by 30-40%,” said Motilal Os-
wal, chairman and managing
director, Motilal Oswal Finan-
cial Services. “Retail players
are definitely opening new ac-
counts but even old account
holders have become active.”

However, the growth of demat
accounts is far lower than what
it was in 2008. Around 1.6 lakh
new demat accounts were
opened in the two depositories
in the first eight days of Janu-
ary 2008 — a week before the
initial public offer of Reliance
Power. There was also a surge
in account opening in the run
up to the Coal India IPO in 2010.
This was partly because the
state-owned company had re-
served 1% of the shares sold for
its 4 lakh employees. 

Demat accounts attract a
maintenance charge of .̀ 300-
600 a year besides a fee on trans-
action of shares.

man and managing director,
Angel Broking that has a large
retail clientele.

“Inquiries by retail clients for
long-term ideas in secondary
markets have gone up and this
could explain the rise in de-
mats accounts,” he said.

Usually, new demat accounts
are opened whenever there is a
string of initial public offers,
including PSU share sale by the
government. But this time

Return of the Retail Investor
Spurs Growth in Demat A/cs
NSDL and CDSL record 8% growth for June & July against an average 4% for FY14

Month

NSDL + CDSL DP A/c

Addition 
(Lakhs)

Growth 
%age

Total 
(Lakhs)

FY 12 5.29 199.56

FY 13 10.61 5.32 210.17

FY 14 8.07 3.84  218.43 

April ’14 0.15 0.86 218.59

May ’14 0.80 4.39 219.38

June ’14 1.48 8.10 220.86

July ’14 1.46 7.93 222.32

Lining Up for a Piece of the Action

� ICICI Offers EMI Scheme 
on Debit Card Purchase

MUMBAI ICICI Bank has launched
an equated monthly instalment
(EMI) scheme on debit card pur-
chases, making it the first of its kind

facility. All debit card holders, however, are
not eligible for this facility. Only those with
fixed deposits with the bank can avail of this
scheme. EMIs have been fixed at three, six,
nine and twelve months, the private sector
lender said in a statement issued on Tuesday.
Under the EMI facility, the bank will charge an
interest rate of 13% on debit card purchases
that will be linked to the amount in fixed de-
posits. Other banks offer EMI facility to their
credit card holders on purchases.

� Time Not Ripe for Being
Overweight on India: HSBC
MUMBAI British brokerage HSBC on Tuesday
retained its ‘Neutral Weighting’ on the domes-
tic market saying the time is not yet right for it
to change its outlook. “We don’t think the time
is yet right for us to change our neutral weight-
ing on Indian equities. Valuations still look high
and mutual funds are still very overweight on
the market,” HSBC Global Research said. “Also,
there remains a risk of higher, not lower, in-
terest rates. A positive is that some reforms
have been put in place, but the impact on cor-
porate earnings remains uncertain in terms of
magnitude and timing,” it said.

� BSE to Shift 11 Firms to 
‘T’ Group; NSE 1 Scrip

MUMBAI Leading stock exchange
BSE has decided to move stocks of
11 firms to the restricted trading

segment from next week for their failure to
convert mandatory 50% public shareholding
into dematerialised format. Besides, NSE will
shift securities of Twilight Litaka Pharma for
not meeting the demat criteria. 

Short Takes

Saikat.Das1@timesgroup.com

Mumbai: Indian firms, including some
with junk rating, are finding it cheaper to
raise funds in money markets of Asia
where demand for bonds floated by these
companies has surged. Prices of these
bonds have risen in the secondary market
soon after their issuance in the offshore
markets. Rolta Americas, the wholly-
owned subsidiary of Rolta India and
rated BB-, raised $300 million through
five-year bonds at 8.875% in July. The of-
fer was subscribed eight times. Yields
have now fallen to 8.50% in the secondary
market. Bond yields and prices move in
opposite direction.

Similarly, BB+ rated Tata Steel (through
its wholly-owned subsidiary in Singa-
pore) issued 10-year bonds at 5.95% to
raise $1 billion. Today, yields are quoting
at 18 basis points lower. Credit ratings for
bonds below the BBB- grade (which is also
India’s sovereign rating), are termed as
junk bond or high-yield bonds in market
parlance. Papers with BBB- and higher rat-
ings are investment-grade securities. “In-
vestment appetite for Asian bonds has in-
creased significantly,” said Manmohan
Singh, MD & Head of debt capital market,
India & SE Asia, Royal Bank of Scotland.
“The spreads on Indian investment grade
bonds have tightened in absolute terms
as well as in comparison with iTraxx IG
index. Additionally, RBI has been giving
companies more flexibility to raise exter-
nal commercial borrowings.”

iTraxx Investment Grade Index (Asia
component) is a composite bond index of
higher rated bonds, which is an indicator
of price. The gap or spread between the
index and four-year ONGC bonds rated as
Baa2 — an investment grade that is a
notch above India’s sovereign grade BBB
— has compressed to 44 currently from
130 in January this year. This, according
to merchant bankers, indicates strong de-

mand from overseas investors for quality
Indian credit.

ONGC Videsh investment grade bonds
with 10-year maturity were issued at
4.625% but the yields fell to 4.55% in the
secondary market, a dip of about seven
basis points.

“India’s growth story now stands firm.
Indian issuers are likely to continue to
get huge response for their overseas bond
issuances,” said Amit Bordia, corporate
finance head at Deutsche Bank (India). “A
confluence of low interest rates, tight
credit and easy liquidity as well as grea-
ter increased attraction in the global mar-
kets of India as an investment destina-
tion has prompted Indian corporates to
raise funds by issuing overseas bonds,”
he said.

Many Indian companies firmed up their
overseas bond issuance plans soon after
the poll results. More are expected to tap
the market in September-October, deal-
ers said. The borrowing cost is signifi-
cantly lower than last year’s. For in-
stance, Rolta had paid 10.75% last
calendar year against 1.875% less this
time. Barclays, StanChart, BNP, Citi
Bank, Deutsche Bank, RBS are among the
investment banks advising Indian compa-
nies in offshore bond issuances.

India Inc Hits the High
Notes on Global Bond St

Foreign Fortunes

Source: Bloomberg/ETIG

Rolta
Tata 
Steel

ONGC
Videsh

Amount
$ million 300 1000 750

Primary Issue
Coupon % 8.875 5.95 4.625

Yield in 
secondary 
market %

Tenure 
in Years 

5 10 10

8.5 5.77 4.55

Investment-grade & junk bonds raise cheaper money 
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Mumbai: Goldman Sachs has upgrad-
ed oil marketing companies such as
IOC, HPCL and BPCL which have
surged up to 10% in the last two trading
sessions on falling global crude prices.

The US-based brokerage house also
expects almost no losses on diesel sales
after the scheduled September price in-
crease, and sees large gains in margins.

It has put out a ‘Buy’ call on oil market-
ing companies (OMCs) and believes
that they have strategic marketing as-
sets at reasonable valuations. The glob-
al investment bank also sees signifi-
cant share price upside -- over 30% in
the next 12 months. In the most bullish
case scenario or ‘blue sky scenario’ the
brokerage expect significant share

price upside of 102% - 263% for 
OMC stocks. 

The brokerage firm estimates that
losses on retail diesel sales are now
down to 80 paise/litre from .̀ 1.30/ litre
in the first fortnight of August this
year. The gap is expected to close down
to 30 paise/ litre after the scheduled
price increase from September 1, as-
suming that oil and diesel prices re-
main around the current levels.

“This implies we could effectively be
done with the monthly cycle of diesel
price increases in the next two months
and diesel will be market-priced,” the
report added.

International brent crude oil has de-
clined to its lowest level in more than a
year, and is hovering around $102 a bar-
rel, as strong supplies overshadowed
fears of disruptions from violence in
Iraq and Libya. The international oil
benchmark has fallen 11% since mid-
June despite the unrest in Iraq.

According to the brokerage, any poli-
cy move towards actual deregulation of
diesel prices, with OMCs having free-
dom to change retail prices in line with
international oil prices, is critical for
the growth of these companies.

Goldman Sachs Upgrades
Oil Marketing Cos to ‘Buy’
Broking co expects
significant share price
upside of 102-263% in 
most bullish scenario
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