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DespitetheReserveBankofIndia’s
(RBI) directive inMay 2024 limit-
ing cash disbursements to
~20,000, the popularity of gold
loans remains undiminished,
accordingtoratingagencyCRISIL.
In June, gold loan disbursements
grew by 12 per cent. The assets
under management (AUM) of
Muthoot Finance, the largest
player, grew by 28 per cent in the
firstquarterof financialyear2024-
25. What accounts for borrowers’
enthusiasm for these loans?

“Borrowers find it more con-
venient than other forms of
credit,” says Shaji Varghese, chief
executive officer (CEO), Muthoot
FinCorp.

Low-costandeasytoaccess
Borrowers favour gold loans due
to their lower interest rates,mini-
mal documentation, and quick
processing. These secured loans

against gold or jewellery are par-
ticularly useful formeeting short-
term financial needs, especially
during emergencies. While gold
loan interest rates range from 8.8
per cent to 19 per cent, unsecured
personal loanscanchargebetween
9per cent and45per cent.

Only address and identity
proofsarenecessaryforgoldloans.
Furnishing proof of income is not
required. Lenders follow RBI
guidelines and verify borrowers’
Know Your Customer (KYC)
details.

The processing time is short.
The only time-consuming part is
the physical validation of the
quantity and purity of the gold
providedascollateral.Oncethat is
done, theturnaroundtimeisafew
hours. According to RBI guide-
lines, the loan-to-value(LTV)ratio
cannot exceed 75 per cent. This
implies that if thegold isvaluedat
~100, the upper limit for the loan
is ~75. “At lenders’ portfolio level,

the LTV is much lower — around
63-65per cent,” saysVarghese.

MostNBFCs charge a process-
ing fee between 0.25 per cent and
2 per cent of the loan amount.
Some charge a fixed sum, while
otherswaive it. Loan tenures vary
between 3 months and 5 years.
Some lenders offer full or partial
prepaymentwithout penalties.

“Some lenders allow repay-
mentofbothprincipalandinterest
at the end of the loan tenure.

Others offer loans as overdraft
facility,whichmakes themagood
option for those seeking to man-
age short-term fund shortages,”
says Sahil Arora, chief business
officer (secured loans),
Paisabazaar.

Compareratesandtenures
Before taking a loan, check the
lender’s reputation, especially its
expertise in gold loans. Varghese
feels that if gold loan disbursal is
part of a lender’s core business, it
will customise and personalise
choices for each borrower, and
offer superior services.

Compare interest rates and
loan tenures of various players.
Also, find out the lender’s policy
related to insurance of the mort-
gagedgoldandwhether it isstored
securely.

Avoidoverleveraging
Only borrow an amount that can
be repaid comfortably. The ratio
of total EMI to take-home salary
shouldnot exceed40per cent.

“Assess carefully if a loan is
better thansellingthegoldtofulfil
one’sobligations.Sellingcanbean
emotional decision, but it may
sometimes be wiser due to the
highinterestandrepaymentterms
of a loan,” says Mohit Gang, co-
founder andCEO,MoneyFront.

Post-Budget 2024, which
reduced customs duty on gold,
prices fell and then recovered. “If
the LTV ratio of an existing gold
loanexceeds thecapof75percent
due to a sharp fall in domestic
gold prices, lenders can ask bor-
rowers to pledge more gold or
deposit cash to bring the ratio
within the limit. If borrowers fail
to do so, lenders can sell their
gold,” says Arora.

YOUR
MONEY

KeepLTVbelow75%
toavoidtoppingup
collateralonpricefall

GOLD LOAN

COMPARE INTEREST
RATES BEFORE
CHOOSING LENDER
Bank Interest rate

per annum (%)

Indian Bank 8.80-10.60

Canara Bank 9

ICICI Bank 9 onwards

State Bank of India 9.05-10.20

Punjab National Bank 9.25

CSB Bank 9.49 onwards

DCB Bank 9.55-18

Manappuram 9.90 onwards
Finance Limited

Muthoot Finance 10.50 onwards
Limited

South Indian Bank 14.80-15.05

Axis Bank 17-19
Rates as on August 20, 2024
Source: Paisabazaar.com

Nykaa stock hits fresh
high after nearly 2 yrs
DEEPAK KORGAONKAR
Mumbai, 21 August

Shares of FSN E-Commerce
Ventures, the operator of
beauty and personal care

(BPC) brand Nykaa, hit a two-year
highof ~228.5, surging 18.6per cent
on the BSE during Wednesday’s
intraday trade, drivenbyheavyvol-
umes. The stock was trading at its
highest level sinceOctober 3, 2022,
and recorded its sharpest intraday
rally since November 11, 2022,
when it soared nearly 20 per cent.

Nykaa settled 9.4 per cent
higher at ~210.75, compared to a
0.13 per cent gainer in the BSE
Sensex. The average trading vol-
umes at the counter jumped over
tenfold, with a combined 112.19
million equity shares— represent-
ing 3.8 per cent of Nykaa’s total
equity — changing hands on the
National Stock Exchange andBSE.
The stock had previously hit a
record high of ~429 on November
26, 2021.

FSN E-Commerce Ventures is
involved in the manufacturing,
selling, and distribution of BPC,
wellness, fitness, health care, skin
care, andhair care products. These
products are sold through various
channels, including online plat-
forms such as e-commerce and
mobile commerce, aswell as offline
stores and stalls.

Lastweek,Nykaa reported a 152
per cent year-on-year (Y-o-Y) jump
in net profit to ~13.6 crore for the
quarter ended June 30, 2024, com-
pared to ~5.4 crore in the same
period last year. The company’s
operating revenue for the quarter
was ~1,746 crore, up 23 per cent
from ~1,422 crore in the correspon-
ding quarter of the previous year.

Management is confident of
accelerating growthgoing forward,
aided by the festival season. This
suggests that revenue growth
momentum for the consolidated
BPC business (including e-busi-
ness-to-business/eB2B) may sus-

tain at around 30-32 per cent Y-o-
Y in the near tomedium term.

While the recent demand envi-
ronment has not been favourable,
analysts at JM Financial
Institutional Securities viewNykaa
as the dominant player in a seg-
mentwith strong secular tailwinds
and expect sustained compound-
ing returns.

Although the brokerage firm
has raisedprofitability estimates in
the omnichannel BPC and fashion
segments, it has factored in higher
losses in eB2B and international
operations,with cumulative losses
of ~61.5 crore projected for 2024-25
through 2027-28, before turning
earningsbefore interest, tax, depre-

ciation, and amortisation (Ebitda)-
positive in 2028-29.

“Rolling forward to September
2025, we maintain our target price
at ~230 and reiterate our ‘buy’ rat-
ing, expecting the company to
deliver robust numbers during this
year’s festive period,” analysts said
in a results update.

Analysts atElaraCapital believe
the consolidation of Nykaa Man
and the eB2B business within
Nykaa BPC will positively impact
revenue growth for the BPC busi-
ness by 7-8 per cent. However, at
an absolute Ebitda level, this
impact could be offset by lower
margins (due to losses in eB2B).

“We assume a margin expan-
sion of 220 basis points over the
next twoyears for the consolidated
BPC business, factoring in better
ad revenuegrowthand lower losses
in theeB2Bbusiness. Butwe largely
maintain our 2025-26/2026-27
earnings estimates after factoring
in increased losses in the business
due to the Gulf Cooperation
Council. Break-even in the fashion
segment in linewith the guidance,
coupledwith better growth offtake
in BPC amidst the threat of quick-
commerce players, will drive share
price performance,” the brokerage
firm said in a results update.

However, the stock is currently
trading above the brokerage firm’s
target price of ~210 per share.

Jumps19%intraday;mgmtexpects30%revenuegrowthforBPC
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Source: BSE

Contacttherecipient
directly
First,trytocontacttheperson
whoreceivedthemoneyby
mistake.Politelyaskthemto
returnit,andmake
suretoprovidethemwiththe
transactiondetails.

ReachouttoUPIapp
customersupport
Iftherecipientisn’tcooperative
orifyoucan’treachthemthenext
stepistoreportthetransactionto
yourUPIapp’scustomersupport.
Theycanhelpyoustartthe
refundprocess.

FileacomplaintwithNPCI
Ifyou’reunabletoresolvethe
issuethroughcustomersupport,

youcanescalatethematterby
filingacomplaintwiththe
NationalPaymentsCorporation
ofIndia(NPCI).

Gethelpfromyourbank
Informyourbankaboutthe
mistakentransactionassoonas
possible.Givethemallthe
necessarydetails,andtheycan
helpinitiateachargebackto
recoverthefunds.

Callthetoll-freenumber
IncaseofawrongUPIaddress
transaction,youcanalsocallthe
toll-freenumber1800-120-1740
forassistance.

Whatifyousentmoneyby
scanningwrongQRcode?
Inthiscasetoo,reporttheerrorto
yourUPIapp’scustomersupport
alongwiththetransaction
details.

TheRBIhasissuedguidelines
tohelpinsuchsituations:

Howtogetyourmoneybackifyou’vesentittowrongUPIaddress
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