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Gold slumped to a more than four-
month low in the international 
market on Monday, as strong US 
jobs data raised expectations for an 
early tapering of the Federal 
Reserve's economic support meas-
ures. Spot gold was down 1.3 per 
cent to $1,739.16 per ounce at 7.23 
pm IST.  In New Delhi, it slipped 
~317 to ~45,391 per 10 gram, accord-
ing to HDFC Securities. 

In the previous trade, gold 
closed at Rs 45,708 per 10 gram. 

 On the MCX, gold futures fell 
1.3 per cent intraday to a four-
month low of ₹46,029 per 10 gram.  

Silver was caught in gold's slip-
stream and slid 7.5 per cent in global 
market to its lowest in more than 
eight months, at $22.50 per ounce. 
In New Dellhi, silver slipped ~1,128 
to ~62,572 per kg. 

“The sell-off in gold and silver 
was a prototypical shake out 
spurred by Friday’s strong jobs 
report as the market then had to 
price in the Fed being one step 
closer to reducing asset purchases 
and potentially raising interest 
rates sooner previously antici-
pated,” said David Meger of High 
Ridge Futures. 

Oil at 11-week low 
Oil, too, plunged to an 11-week low, 
extending losses after the worst 
week since October, as new waves 
of Covid-19 threatened fuel 
demand. Futures fell below $66 a 
barrel in New York, while wilting 
timespreads showed the market is 
faltering. Goldman Sachs Group 
downgraded its economic growth 
forecast for China as the country 
imposed measures to contain 
virus flare-ups, including a mass 
testing program in Wuhan. 
Infections have also climbed in the 
US and Thailand. AGENCIES

Expensive valuation 
a challenge for Divi’s
RAM PRASAD SAHU 
Mumbai, 9 August 

The stock of Divi’s Laboratories 
— India’s second-largest 
pharma company by market 

capitalisation — was down slightly 
on Monday, despite a better-than-
expected operating performance. 
The flattish stock performance was 
on account of expensive valuation 
and worries of whether the margin 
is peaking out. 

At the current price, the stock is 
trading at over 40x its FY23 esti-
mates and factors in most of the 
near-term upsides. While the val-
uation is at a 75 per cent premium to 
the NSE Pharma index, it is also at a 
sharp premium to its own 5-year 
average. Rahul Jeewani of IIFL 
Securities expects the company’s 
earnings per share to grow at 20 per 
cent over FY21-24. While he has a 
“buy” rating, the rich valuation 
means that the potential upside, 
according to him, is only 9 per cent. 

The other factor the Street 
would keep an eye on is the margin 
trajectory. Aided by a superior pro-
duct mix and lower raw material 
costs, the company posted a 420-
basis point year-on-year (YoY) 
expansion in gross margin to 67.2 
per cent. The operating profit mar-
gin (OPM), however, expanded a 
lower rate of 300 basis points YoY, 
given higher employee costs and 
other expenses. 

Though the extent of profitability 
expansion was lower as compared to 
gross profit level, the OPM at 43.5 per 
cent was at a record high and also 
better than Street estimates. Despite 
cost pressure, the management indi-
cated that the company would be 
able to sustain the margin on the 
back of operating efficiencies, back-
ward integration projects, yield 
improvement steps, and green 
chemistry. Jeewani of IIFL Securities 
points out that these factors and 
energy savings helped the company, 
after a rising trend in the margin, 
since the March quarter of FY20 

when it stood at around 32 per cent. 
The margin was strong but the 

revenue performance was below 
expectations. Overall growth of 13 per 
cent YoY was led by the custom syn-
thesis segment. While this segment 
grew 38 per cent YoY, it was offset by 
the generic active pharmaceutical 
ingredient (API) segment, which saw 
a revenue decline of 6 per cent. The 
drop in the generics segment was on 
account of quarterly volatility and a 
change in the product mix.  The two 
segments account for 43-50 per cent 
each of the revenues. 

To sustain its growth, the com-
pany has chalked out a six-point 
strategy. Three of these are related 
to the API segment. In the legacy 
APIs, where it has a 60-70 per cent 
market share, the company is 
expanding capacity in line with 
industry growth; expected growth 
for this portfolio is 10 per cent. The 
company is looking at ramping up 
sales and expanding capacity in 
existing APIs, where its market share 
is 25-30 per cent and where there is 
potential to raise it over 60 per cent. 
New generic APIs, the patents for 

which would expire by 2023-2025, 
have a market size of $20 billion. 
Market share gains in the iodine-
based contrast media products, 
expansion of its sartans portfolio, 
and a couple of large-scale custom 
synthesis projects are the other key 
growth drivers. 

On the generics side, Kumar 
Gaurav and Samitinjoy Basak of 
Kotak Institutional Equities believe 
that the company is well positioned 
to gain market share from competi-
tors in existing products and the 
introduction of new APIs will drive 
robust 16 per cent average sales 
growth in the segment over FY21-23. 
On the custom synthesis front, reve-
nue growth in the near term shall be 
driven by the scaling up of antiviral 
drug Molnupiravir. There can be 
headwinds over the longer term, led 
by a decline in tonnage require-
ments of chemical entities bringing 
down addressable opportunity size, 
say the analysts at Kotak. 

While the company surprised on 
the margin front and has strong 
growth levers, investors should await 
a better entry point.

STRONG MARGIN 
TRAJECTORY  
(All figures in %)
                     Revenue       Gross      Ebitda  
                       growth   margin    margin 

Q1FY21                 48.8        63.0         40.5 

Q2 FY21                  21.0          67.1          43.3 

Q3 FY21                  21.9        69.0         42.6 

Q4FY21                  28.7         67.5          40.1 

Q1FY22                   13.3         67.2         43.5 
Revenue growth is YoY; Ebitda: Earnings before 
interest, taxes, depreciation, and amortisation                          
Source: Analyst reports      

IN GOOD HEALTH 
Base=100 Use correction to build exposure to gold 

Your portfolio needs a hedge against the risks of growth slowdown and inflation
SANJAY KUMAR SINGH 

 
Gold closed at ~46,339 per 10 grams on 
Monday. Its one-year return is currently 
minus 17.1 per cent. If one examines the one-
year return rolled daily over the past 15 years, 
the lowest one-year return was minus 17.6 
per cent on November 14, 2014. Gold is 
almost at par with that mark. 

Investor sentiment towards an asset class 
tends to be affected by past returns. With 
returns appearing bleak, should you avoid 

the yellow metal, or make 
a contrarian bet? 

The question assumes 
immediate significance for 
investors planning to 
invest in the fifth tranche 
of sovereign gold bonds, 
open for subscription till 
August 13. 

Improved sentiment 
negative for gold        

After touching a peak of ~55,922 per 10 grams 
on August 7, 2020, gold began to correct. 
Once vaccines became available, uncertainty 
diminished and economic optimism rose. 
Massive fiscal and monetary stimulus by 
governments and central banks fuelled the 
recovery. 

“The need for a safe-haven asset declined 
as growth returned and confidence 
improved, so gold took a beating,” says 
Kishore Narne, head–commodity and cur-
rency, Motilal Oswal Financial Services. The 
recovery of the US economy - the prime 
mover of gold prices - has been strong.   

In such an environment, risky assets like 
equities became more attractive and invest-

ment flows moved from gold to equities. 
Phenomenal returns by these assets led to 
more flows. Over the past year, the Nifty50 
has given a return of 44.9 per cent, the Nifty 
Midcap 150 Index has yielded 73.4 per cent, 
and the Nifty Smallcap 250 has given  
99.4-per cent return. 

Can gold’s prospects improve? 
One factor that could revive the yellow 
metal’s fortune is inflation. 

“It could pose a problem over the next 18 
months or so. Though central banks will try 
to control it, they are likely to fall behind the 
curve. If inflationary pressure is strong, there 
could be currency depreciation and gold 
would receive fresh impetus,” says Narne. 

Investors should also keep a close eye on 
economic data in the developed world, espe-
cially the US. 

“If growth falters and it leads to more 
action by central banks, gold’s prospects 
could improve,” says Chirag Mehta, senior 

fund manager-alternative investments, 
Quantum Mutual Fund. 

As for whether there are any signs that 
US economic growth could falter, Mehta says: 
“The economic data of late has been a mixed 
bag. Consumption, which has been the pri-
mary driver of recovery, has been fuelled by 
government handouts. Once they stop, the 
sustainability of recovery will get tested.”   

The dollar may weaken over the long 
term. The US government’s fiscal deficit is 
expected to remain elevated for a long time, 
and that would lead to currency weakness. 
A weak dollar is positive for the yellow metal. 

“A third wave of Covid, which revives eco-
nomic uncertainty, could also provide a fillip 
to gold,” says Ajay Kedia, director, Kedia 
Advisory.    

What you should do 
Investors need to hedge for the risk  
that growth could falter or inflationary pres-
sure could be strong. Gold can provide  
that hedge. 

Experts say gold is undervalued currently. 
“If you look at the long-term graph of 

money supply versus gold, it shows that gold 
is undervalued today,” says Mehta. 

As money supply increases, paper cur-
rency gets debased. Gold is a monetary asset 
that can’t be debased. So, an increase in 
money supply should be accompanied by an 
increase in the price of gold, which has not 
happened.   

Investors who don’t have at least a 10-15 
per cent allocation to gold in their portfolio 
should use the current correction to build 
this allocation. According to Kedia, any 
investor entering gold now should do so with 
at least a three-year horizon.

YOUR 
MONEY

Gold tumbles to over 4-month low

RETURN FROM GOLD 
HAS PLUMMETED 
OVER PAST YEAR
Period                                             Return (%) 

1-year                                             -17.1 
3-year                                             16.3 

5-year                                            8.5 

7-year                                             7.2 

10-year                                           6.0 
Source: MFI Explorer           

Source: Bloomberg

MCX GOLD FUTURES 
(~/10g)

Source: MCX India

Revenue growth 
prospects are strong

— TENDER CARE —
— Advertorial

State Bank of India, Managing Director,

Retail&DigitalBanking,ShriChallaSreeni-

vasuluSetty is on a visit to LucknowCircle.

During the course of his visit he addressed

agatheringofMSMEcustomersandspoke

about the various initiatives the Bank has

undertaken to increase the flow of credit to

different segment of SME businesses like

chemicals, handicraft exports, iron and steel, automobiles, con-

structions industry etc. He also spoke about Bharat Mart an initia-

tivebySBI in the formof adigital platform tobe launched in coming

months where all MSME customers of SBI can display their prod-

ucts formarketing. Bank is also encouraging cluster based financ-

ing. A, E-Town hall meeting of all the branches and administrative

offices inCirclewasaddressedbyShriSetty,wherehespokeabout

the various initiatives being taken by the Bank in the area of digital

technology, staff productivity, regulatory compliances and to im-

prove customer service.Agroup of top performing Branch Man-

agers and staff members were felicitated and recognized by the

Bank in a small program in the evening. Shri Setty also inaugurat-

edanewpremisesofhome loanprocessingcentre (RACPC) inAli-

ganj, Lucknow and staff canteen facilities at LHO Lucknow. He al-

so participated in a tree plantation drive and blood donation camp

inassociationwithSGPGI,Lucknow in theLHOpremises. Asapart

of its CSR initiative theBank also provided financial assistance for

setting up a 100 litre Oxygen Plant at the North Eastern Railway

Hospital, Badshanagar, Lucknow.

T

hePrimeMinisterShriNarendraModiwill launchUjjwala2.0

(PradhanMantri Ujjwala Yojana - PMUY) by handing over

LPGconnections,atMahobaUttarPradeshon10thAugust,

2021 at 12:30 PM via video conferencing. During the event, the

PrimeMinisterwill interactwithbeneficiariesof theUjjwalaandwill

also address the nation.

The journey fromUjjwala 1.0 toUjjwala 2.0

During Ujjwala 1.0 launched in 2016, a target was set to provide

LPGconnections to 5 crorewomenmembers of BPLhouseholds.

Subsequently, the schemewas expanded inApril 2018 to include

women beneficiaries from sevenmore categories (SC/ST, PMAY,

AAY,Mostbackwardclasses, teagarden, forestdwellers, Islands).

Also, the target was revised to 8Crore LPGconnections. This tar-

get was achieved inAugust 2019, sevenmonths ahead of the tar-

get date. In the Union budget for FY 21-22, provision for an addi-

tionalonecroreLPGconnectionunder thePMUYschemewasan-

nounced. These one crore additional PMUY connections (under

Ujjwala 2.0) aim toprovidedeposit-freeLPGconnections to those

low-income families who could not be covered under the earlier

phaseofPMUY.Alongwithadeposit freeLPGconnection,Ujjwala

2.0will provide first refill and hotplate free of cost to the beneficiar-

ies.Also, the enrollment procedure will require minimum paper-

work. In Ujjwala 2.0, migrants will not be required to submit ration

cards or address proof.Aself-declaration for both ‘family declara-

tion’ and as a ‘proof of address’ will suffice. Ujjwala 2.0 will help

achieve thePrimeMinister’s vision of universal access to LPG.

Union Petroleum&Natural GasMinister and Chief Minister of Ut-

tar Pradeshwill also be present on the occasion.

S

h.Nand Lal Sharma,Chair-

man &Managing Director,

SJVNreviewedtheprogress

ofallmajorcomponentsof210MW

LuhriStage-IHEP.He inaugurated

theWebBasedMonitoringSystem

installedatProjectSite,Nirath.ThisState-of-Art, LiveWebBased

MonitoringSystemwill expedite theconstructionactivitiesand fa-

cilitate in takingquick remedial actions, in caseof exigencies. Sh.

SharmadedicatedBaileyBridge of 40-ton capacity having 40mtr

span constructed across river Satluj at Nirath, which besides en-

abling early completion ofProject, will also facilitate the local pop-

ulace, by connecting twoProjectAffectedPanchayats of Dehra&

Nithar in District Kullu to National Highway-05. On this occasion,

Sh.SharmawasgreetedenthusiasticallybyPanchayatPradhans

fromShimlaandKulludistricts, aswell asa largesectionof locals.

Inspecting the construction sites of the Project, Sh. Sharma trig-

gered theceremonial blast of FirstBenchofDam,PowerHouse&

TRCSlope. He performed pooja at Batching Plant at project site

and later at Sub-Station at Koyal, for providingConstructionPow-

er for constructionactivities.Thesearehistoric landmarkactivities

for timelycompletionof theProject,which isscheduledon24thMay

2025. Head of Project Sh. Roshan Lal Negi along with other proj-

ect officialswerealsopresent on this occasion.Addressingon the

occasion, Sh. Sharma stated that he is of the firm belief that Inte-

grated River Basin Development approach is the most optimum

method of harnessing Hydro Energy. This not only leads tomaxi-

mumutilizationof resources,butalso leads tocomprehensiveand

overall developmentof the region thusuplifting thesocio-economic

strata of the local populace.

PRIME MINISTER TO LAUNCH
UJJWALA 2.0 ON 10th AUGUST

V

ariousprogramswereorganizedbyUnionBankof India,Ra-

jbhashaDivision, FieldGeneralManagerOffice, Pune for all

the staffmembers of the office on 05-August 2021 on the oc-

casion of "Azadi KaAmrit Mahotsav" celebrating 75 years of inde-

pendence of India. All the staff members of the office were present

in this program. Theprogramwaspresidedover by theOffice of the

Field General Manager, Pune, Shri Pramod Kumar Gupta.

TheSpeaker said in his address that, “The languageshouldalways

besimple,beautiful and fun tostay, that is,weshouldnotusedifficult

words while doing our daily official work and while talking in Hindi.

Very easy and simple words should be used so that working in offi-

cial languagecanbeeasy. Mostof thespeechshouldbedone insim-

pleHindi. TherearemanyHindi speakingpeoplewhowant tospeak

Hindibut theyareunable tospeakdue todifficultwords. Thereshould

benohesitation in speakingHindi. Wesee that onlyHindi is spoken

by the the film field, cricket field. Talks and actions in Hindi are done

in formal and informal form.Thebankingsector doesnot have to lag

behind. On the occasion of Independence Day, we will also adopt

Hindi from the slavery of English and understand the importance of

freedomof language. wehavesomany languages. Learn it,dowork

in it."Afterhisspeechheconveyedhisbestwishes to theprogramme.

Dr. Rajendra Prasad Verma, Assistant Director, Hindi Teaching

Scheme,Official LanguageDivision,Ministry ofHomeAffairs,Gov-

ernment of Indiawas present in the programas the chief guest. The

formalwelcomeaddresson theoccasionwasdeliveredbyMrs.Su-

chitraNarkar, Deputy Zonal Head, FieldGeneralManager'sOffice,

Pune. Vote of thank done by Shri Sachin Gupta,Assistant General

Manager,FGMO-Pune.Theprogramwasconductedandorganized

byMs.Anuradha,Manager (Rajbhasha),RajbhashaDivision,Field

GeneralManager'sOffice, Pune.

UNION BANK OF INDIA, RAJBHASHA DIVISION,
FIELD GENERAL MANAGER OFFICE, PUNE
ORGANISES PROGRAMS TO CELEBRATE

"AZADI KA AMRIT MAHOTSAV"

SH. NAND LAL SHARMA CMD, SJVN
TRIGGERED CEREMONIAL BLAST OF
1st BENCH OF DAM AND POWER
HOUSE OF LUHRI PROJECT

VISIT OF M.D., RETAIL & DIGITAL
BANKING OF SBI TO LUCKNOW


