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Special Takes

01 02Evergrande Crisis

China’s property market and tapering demand for new houses 
crimped cash flows. The two factors combined to precipitate the 
cash crunch at Evergrande.The company is now struggling under a 
$300 billion liabilities burden that has decimated its credit rating and 
share price. It is faced with nearly 800 unfinished residential 
buildings, many unpaid suppliers and over a million home buyers who 
have partially paid for their properties.It was once China’s top-selling 
property developer but tightening of lending rules by the country has 
made existence difficult for the debt-laden company.Like all major 
financial crises, Evergrande Group’s financial woes have not just 
popped up in a day but due to years of aggressive borrowing. The 
debt-fuelled growth has served the company well, helping it expand 
its business empire — to the extent that it owns China’s most popular 
football club, Guangzhou FC.However, property sales have slowed 
down significantly in China — a huge blow for the company that had a 
four per cent share of China’s total property sales.But the primary 
reason why the company has landed in trouble is due to high levels of 
debt that accumulated as a result of the company’s rapid business 
expansion.The final blow to Evergrande came after the Chinese 
government’s crackdown on lending to property developers as part of 
the country’s larger efforts to tackle rising bad loans.The Chinese 
administration has effectively launched investigations into financial 
instructions and shadow lenders that were willing to refinance short-
term debt of real estate developers. Credit limits were also imposed 
on property developers, making new borrowing difficult.However, 
analysts firmly believe that Chinese authorities will not let the 
situation spiral out into a global crisis. While the Chinese government 
has remained mostly quiet on the Evergrande crisis, many ratings 
agencies and financial institutions believe that steps may be taken to 
prevent a full-blown financial crisis.

India is on the verge of mass power shortages, with the 
country's power plants running dangerously low on coal.India's 
industrial power demand has surged since the deadly second 
wave of the pandemic. Also the widening price gap between 
lower domestic prices and record global coal prices has led 
buyers to shun imports. State-run Coal India, which produces 
more than 80 per cent of India's coal, said an increase in global 
coal prices and freight costs had led to a curtailment in power 
production by plants using imported coal. This added to the 
pressure on utilities using domestically mined coal to ramp up 
output.



India is the second-largest importer, consumer and producer of 
coal, and has the world's fourth-largest reserves. It mainly 
imports from Indonesia, Australia and South Africa.

India's average weekly coal imports during August through late 
September, when global coal prices rallied over 40 per cent to 
all-time highs, dropped by more than 30 per cent from the 
average for the first seven months of the year to just under 3 
million tonnes. The import total for the most recent week was 
less than 1.5 million tonnes, the smallest in at least two years, 
and websites of major coal importing state utilities did not 
show any new tenders seeking new cargoes this month.


Coal shortage 
in India
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03 US Debt Ceiling

Democrats in the US House of Representatives have approved a 
$480bn increase in the United States government’s borrowing 
limit, forestalling until December a reckoning with Republicans 
on the nation’s spending and debt. The debt ceiling, or the debt 
limit, is the amount of money the United States federal 
government is allowed to borrow in order to pay its bills. Those 
bills include items like Social Security payments, military and 
federal employee salaries, and tax refunds. The country also 
has to pay interest on debt it has already taken out to pay older 
bills. If the country doesn’t increase its debt limit, it’s like 
maxing out a credit card: The bill-paying activity stops, and the 
government defaults on the financial commitments it has 
made.According to the Constitution, Congress must authorize 
borrowing. The debt limit was instituted in the early 20th 
century so the Treasury did not need to ask for permission each 
time it needed to issue bonds to pay bills.Treasury Secretary 
Janet Yellen told Congress that inaction on raising the debt 
limit could lead to a self-inflicted economic recession and a 
financial crisis. She also said that failing to raise the debt 
ceiling could affect programs that help millions of Americans, 
including delays to Social Security payments. Everytime this 
situation arises both Republicans and Democrats stand at both 
the banks as this is a multi dimensional issue that can have 
multiple interpretations.
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03Air India returns home


Moody’s upgrades 
India’s ratings outlook 
from Negative to Stable

In a first,SEBI revokes 
the license of a rating 
agency


In 2017, the government decided that it had had enough of the 
troubled airline and began the process of removing its hands 
from it. Four years later, Tata Sons emerged with the winning 
bid of 18,000 crores, of which Rs 2,700 crore will be paid in 
cash and the remaining Rs 15,300 crore will be absorbed from 
the airline’s over Rs 61,000 crore debt.



Talace Pvt Ltd, a subsidiary of Tata Sons, the conglomerate's 
holding company, will acquire 100% of Air India, the airline 
which was originally called Tata Airlines when it launched in 
1932, before the government took control of it in 1953. With Air 
India going back to the Tata Group, which already operates 2 
other airlines, Vistara and AirAsia India, Tata Group’s aviation 
ambitions are sure to reach new heights.


Moody's upgraded India's sovereign credit rating outlook from 
negative to stable on October 5, noting improved financial 
conditions and a faster-than-expected economic recovery 
across sectors. Banks and non-bank financial firms, it claimed, 
represent far less danger to the sovereign than previously 
thought, thanks to stronger capital buffers and better liquidity.



The agency has, however, maintained India’s sovereign rating at 
‘Baa3’, which puts India on par with Russia, Romania and Italy.


The Securities and Exchange Board of India (SEBI), enraged by 
a string of loan defaults over the past four years, is putting the 
screws on credit rating firms (CRAs). Brickwork Ratings' licence 
is about to be revoked by the markets regulator. It will also bar 
two former senior Care Ratings staffers.



According to SEBI's investigations, rating committees at CRAs 
like Brickwork lack independence and occasionally deviate from 
established processes. Managements work along with these 
agencies to offer a distorted image of a company's cash 
situation.


04

Power Trading

Supreme Court has consented to allow the introduction of new 
market instruments for electricity trading as per the terms 
mutually agreed between the Central Electricity Regulatory 
Commission (CERC) and the Security Exchange Board of India 
(Sebi).



The two regulators had moved the apex court to ascertain who 
will regulate electricity derivatives trading. Currently, electricity 
trading takes place in the Indian Energy Exchange (IEX) and 
Power Exchange India (PXIL) through the spot market 
mechanism. But trading through derivative instruments, such as 
futures and options trading, has remained constrained due to a 
10-year-long legal battle over regulatory jurisdiction between 
Sebi and CERC.
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Global Tax Floor

China cracks down on 
key industries

136 of the 140 members of the OECD/G20 Inclusive Framework 
publicly agreed on fundamental criteria to reallocate some 
taxation authorities to market jurisdictions on October 8, 2021. 
("Pillar One") and impose a global minimum effective taxation 
("Pillar Two").



MNE organisations having a worldwide turnover of more than 
EUR 750 million would be subject to a minimum effective tax 
rate of 15% in any jurisdiction where they make profits, using a 
combination of domestic and treaty-based top-up taxation 
procedures. MNE groups with a turnover of more than EUR 20 
billion and a pre-tax profit margin of more than 10% may also be 
required to pay taxes in additional "market" jurisdictions (where 
the MNE's users and customers are situated). Although the 
technical specifics are still being worked out, multinational 
corporations in the scope should be prepared for greater and 
more complex taxation.


The future of China's economic miracle has been on investors' 
concerns this year, following Beijing's sweeping crackdown on 
several of the country's primary industries.



As a result of new anti-monopoly and data security laws, the 
worth of numerous Chinese technology businesses has 
plummeted by billions of dollars. Alibaba, the world's largest 
online retailer, and its competitors have been particularly hard 
hit.



Many other aspects of the economy have been affected, 
including the booming cryptocurrency industry, where digital 
money transactions, including Bitcoin, are now essentially 
banned. The energy and private education sectors have also 
been heavily impacted.


03 Inflation Sets Off Alarms 
Around the World

Rising inflation is triggering anxiety around the world as a surge 
in demand following the easing of Covid-19 lockdowns has 
been confronted by supply bottlenecks and rising prices of 
energy and raw materials.Price rises began to accelerate world-
wide in March, taking inflation rates higher than most central 
bankers had expected. By August, the annual rate of inflation in 
the Group of 20 largest economies—which account for about 
four-fifths of the world’s output—had risen to a decade high. Of 
the 38 central banks tracked by the Bank for International 
Settlements, 13 have raised their key rate at least once.
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Vaccine for Kids

National Health Card


Covaxin has been approved for emergency use in children.The 
Subject Expert Committee on Covid-19 has granted emergency 
use approval to Bharat Biotech's Covaxin for children in the 2-18 
years age group.The made in India vaccine will be administered 
in two doses, with a gap of 20 days between the first and 
second dose.The emergency use authorisation, however, is 
subject to certain conditions. The developer of Covaxin will 
continue the study as per Whole Virion, Inactivated Corona 
Virus Vaccine the approved clinical trial protocol.

Prime Minister Narendra Modi launched the Ayushman Bharat 
Digital Mission (ABDM), saying it has the “potential of bringing 
a revolutionary change in India’s healthcare facilities”. The 
flagship digital initiative involves the creation of not just a 
unique health ID for every citizen, but also a digital healthcare 
professionals and facilities registry.One can get a health ID by 
self-registration on the portal or by downloading the ABMD 
Health Records app on one’s mobile.

03 Government-owned 
defence companies


The Government has decided to convert Ordnance Factory 
Board from a Government Department into seven 100 per cent 
government-owned corporate entities in order to improve 
efficiency in the defence sector. PM Modi will now dedicate 
seven new defence companies to the nation, marking the 
auspicious occasion of Vijayadashami.The seven new Defence 
companies that have been incorporated are Munitions India 
Limited (MIL); Armoured Vehicles Nigam Limited (AVANI); 
Advanced Weapons and Equipment India Limited (AWE India); 
Troop Comforts Limited (TCL); Yantra India Limited (YIL); India 
Optel Limited (IOL); and Gliders India Limited (GIL).
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India’s newest Unicorn 
eyes IPO

Zostel Hospitality Pvt Ltd has written to the market regulator 
SEBI, urging the suspension of OYO's $1.2 billion IPO (initial 
public offering). This comes as SEBI has issued its remarks in 
response to OYO's Draft Red Herring Prospectus (DRHP), which 
was released on October 1.



Zostel claimed that OYO misrepresented the facts in its DRHP 
and that its approaching IPO does not contain the disclosure of 
a 7% stake in OYO's parent corporation held by Zostel's 
shareholders. According to Zostel, a discount hotel and hostel 
aggregator, OYO's stock exchange listing might mislead the 
public about the risk involved.


Girnar Software-owned automobile portal CarDekho is looking 
to raise funds from the market through an IPO in the next 18 
months.



CarDekho joins a long list of unicorns vying for a spot on the 
Indian stock exchanges, encouraged by the success of food 
delivery service Zomato's début.



This week, the used automobile portal raised $250 million, 
bringing its total worth to $1.2 billion. The investment, which 
was raised in a combination of stock and debt, is part of the 
start-up’s pre-IPO round of cash injection.


02 Neobanking startup 
Open raises $100 million

Neobanking startup Open has raised $100 million in a funding 
round led by Singapore’s sovereign wealth fund Temasek, along 
with participation from other new investors like tech major 
Google, card operator Visa and Japan's SBI Investment. Post 
this funding, Open is valued at $500 million compared to around 
$150 million in its previous funding round. Open’s existing 
investors Tiger Global and 3one4 Capital have also participated 
in the financing. Avendus Capital was the exclusive financial 
advisor to Open.
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ANALYST CERTIFICATION

DISCLOSURE

We, at D-Street, SRCC hereby certify that all of the contents expressed in this newsletter accurately reflect 
our views about the various sectors and topics covered. We also certify that there is no strategic position 
held by any of the authors in the concerned company, directly or indirectly. All these views mentioned here 
are strictly for educational purposes and there is no kind of benefit, monetary or non-monetary, associated 
with the production of this newsletter.

D-Street, SRCC is a student-run stock-market oriented society of Shri Ram College of Commerce (SRCC), 
University of Delhi. It has, among its major functions, conducting research activities in fields, directly or 
indirectly, related to the stock market, imparting financial literacy among the members concerned, 
publishing various materials highlighting key financial insights & conducting events, related to the above-
mentioned fields, at the national level. Shri Ram College of Commerce (SRCC), University of Delhi, is not 
concerned, directly or indirectly, with the production of this newsletter. It is an initiative taken by the 
members of D-Street to impart information & knowledge to the concerned viewers. This newsletter is a 
comprehensive summary of the first fortnight of October’21 from purely the perspective of analysts. 
However, it is worth noting that any interpretation or extrapolation done here is merely an opinion in front of 
the larger market where a plethora of forces operates. The information and opinions have been prepared by 
members of D-Street with the use of available sources. The information contained herein may not be 
altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the 
media or reproduced in any form, without the prior written consent of members of D-Street. While we would 
endeavour to update the information herein on a reasonable basis, D-Street is under no obligation to update 
or keep the information current. This newsletter is based on information obtained from public sources and 
sources believed to be reliable, but no independent verification has been made nor is its accuracy or 
completeness guaranteed. This newsletter and information herein is solely for informational purpose and 
shall not be used or considered as an offer document or solicitation of an offer to buy or sell or subscribe 
for securities or other financial instruments. Nothing constitutes investment, legal, accounting and tax 
advice or a representation that any investment or strategy is suitable or appropriate to your specific 
circumstances. The securities, sectors, commodities, etc. discussed and opinions expressed may not be 
suitable for all stakeholders, who must make their own decisions, based on their own objectives, financial 
positions and needs of a specific recipient. This may not be taken in substitution for the exercise of 
independent judgment by any recipient. The recipient should independently evaluate any relevant area on 
his own accord. The opinions of different analysts over a topic or news item may vary because of changes 
in assumptions, interpretations, cause and effect relationship or any other reason. D-Street accepts no 
liabilities whatsoever for any loss or damage of any kind arising out of the use of this newsletter. Forward-
looking statements are not predictions and may be subject to change without notice.


