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 Franklin Templeton has a massive Rs.616 crore problem to worry about with respect to Essel Infra defaulting 

on its NCDs placed with Templeton Fund. Four of the six schemes that were wound up by Franklin 

Templeton in April, have an exposure to Essel Infra's NCD. However, these NCDs are backed by equity 

shares of Zee Entertainment and Dish TV. The fund has already written off nearly 85% of the value of its to-

tal exposure to Essel Infra and it only has Rs.92 crore of Essel Infra bond value in its books. While the addi-

tional loss may not be much, such NCD defaults are not good news for debt funds. 

 

 Reliance estimates that its liability in the KG-D6 cost recovery dispute could have an outer limit of $400 mil-

lion. This dispute with the government pertains to under-utilization of its gas capacity in the KG-D6 basin. 

Gas production by Reliance started to lag projections from 2010 onwards. Due to this production shortfall, the 

government disallowed $3 billion worth of costs which was the genesis of this dispute. RIL’s contention is 

that the Production Sharing Contract allows extractors to recover all costs before sharing revenues with the 

government. The case is slated for hearing only in late 2021. 

 

 FPIs were net sellers to the tune of Rs.(-12,329) crore in the first 3 weeks of May 2020. In the first 3 trading 

weeks, FIIs infused Rs.9089 crore into equities but withdrew Rs.21,418 crore from debt on the back of a risk-

off bias. The equity flows would have been much worse had it not been for the block deal of Rs.25,000 crore 

in Hindustan Unilever sold by Glaxo, which was largely absorbed by FIIs. But for that transaction, the overall 

FII selling in the first 3 weeks of May would have been closer to Rs.(-37,329) crore. FIIs had net sold 

Rs.6883 crore in April and a whopping Rs.61,973 crore in equities in Mar-20. 

 

 In its monetary policy announcement on Friday,  the RBI extended the EMI moratorium by another 3 months 

till August 31st, apart from the 40 bps rate cut. However, the RBI was surprisingly silent on the issue of one-

time restructuring of loans demanded by industry. The RBI has allowed the deferment of interest payments on 

working capital loans and term loans. However, this is only a deferral as the interest will continue to accrue 

for that period. In most banks, 20% to 30% of the borrowers had opted for the EMI deferral scheme. Restruc-

turing would have helped reduce the payout burden for borrowers. 

 

 The stimulus announced in the previous week and the 40 bps rate cut over the weekend had little impact on 

market sentiments. However, there were some sharp movers during the week. The top gainers for the week in 

the Nifty-50 included ITC and Cipla while most banks including IndusInd Bank, ICICI Bank, Axis Bank and 

SBI ended the week in the negative. There were also sharp gainers in the market within the non-index uni-

verse. For example, stocks like TVS Srichakra, India Cements, M&M, Cipla, Escorts and NIIT Tech gained 

over 25% during the week while Sadbhav, Chola Investments, IndusInd Bank and DCB lost over 25%. 

Aurobindo, Adani Green, JB Chem and Syngene hit 52-week highs while stocks like Bajaj Finance, Brigade, 

Welspun, Bajaj Finserv and SBI hit 52-week lows in the week.  

 

 After Chinese incursions in the Pangong lake region of Ladakh, former diplomat Shyam Saran has cautioned 

that this may be typically Chinese strategy to dominate the narrative. China has been upset with the Indian 

decision to convert Ladakh into a Union Territory since parts of Ladakh are claimed by China as its sovereign 

territory. It may also be a quiet warning to India not to attempt economic retaliation and also to avoid raking 

up the pandemic issue with the WHO. Recently, India had also closed the automatic route for Chinese invest-

ments and India had also largely legitimized Taiwan’s status.  
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