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Key highlights: 

 Higher dividend of Rs 991bn to the 

government; a gross FX sale of 

USD66bn in Q4FY21 

 FX transaction gains soar 69%, 

while lower provisions and 

employee cost reduce expenditure 

side. 

 Economic capital stands at 21.7% 

of the balance sheet from 26.6% in 

FY20. 

 We see the benchmark 10-yr in 

range of 5.95-6.25% in H1FY22. 

 Genertaing excess profit annually 

would be a difficult task ahead. 
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 Modest expansion of 7% in the RBI’s balance sheet and a fall in economic capital to 21.7% were 

driven by a sharp drop in Currency and Gold Revaluation Fund. 

 Despite lower income, a higher surplus transfer of Rs991.2bn was largely due to higher gains 

from FX trading operations (from weighted average cost perspective) and lower risk provisions.  

 This buffers the fiscal somewhat, which will soon come under pressure amid fears of delayed 

divestment, higher-than-budgeted doles and possible fading of the positive upside surprises of 

indirect tax. We see the 10-year bond yield to be in the range of 5.95-6.25% in H1FY22. 

 RBI’s economic capital is now close to a low of 21.7%. Generating higher surplus to aid 

government finances ahead will come with macro conundrums of managing yields and INR.  

RBI balance sheet expands ~7% in FY21 after a robust increase in FY20 

Due to a change in the accounting year to April-March from June-July earlier, FY21 accounting period 

was only of nine months. This partly explains a much slower increase of 6.99% in FY21 (lowest in last 

four years) vs. a robust 30% expansion last year. The asset side depicted foreign and domestic 

investments grew 11.5% and 14%, respectively. Loans and advances specifically to SCBs (amount 

outstanding against repo) shrank 68% after having seen a sharp increase last year − primarily due to 

repayments of LTROs and TLTROs. Domestic assets constitute 28.2% of total assets, while the foreign 

currency assets and gold constitute 71.8% of the remaining assets. The liability side showed “other 

liabilities and provisions” fell 9%, major portion (62%) of which consists of Currency and Gold Revaluation 

Fund (CGRA), which fell 12%.  

RBI’s income boost largely led by FX operations 

Due to the shorter period, the total income for FY21 fell 11%. Interest income fell 37% yoy to Rs690.57bn. 

There was a 22% fall in net income from domestic sources, mainly on account of reduction in Gsec 

holdings and higher interest outgo as the banking system was largely in the reverse repo mode. The fall 

in income was much modest at 2%, with lower interest from FCA. The 59% surge in other income was 

mainly on account of gains of Rs506.29bn on FX transactions, which rose 69%. We noted last week that 

even though the RBI was a net FX buyer in FY21, the gross dollar sale was close to USD85.2bn for the 

Jul’20-Mar’21 period (vs. barely USD20bn in the same period last year) of which USD61.8bn was done in 

Q4Y21, leading to high realized profits on the FX sale transactions from the weighted average cost 

perspective. But expenditure contracted sharply due to a significant reduction in the provision toward 

Contingency Fund (CF) and employee cost, leading to a higher available surplus to the government. 

Higher surplus could help do the much need fiscal buffering  

Higher surplus transfer of Rs 991.2 bn (budgeted Rs535 bn by RBI and nationalized banks) for FY22 is 

definitely a relief for the GoI on revenue front whose finances would soon come under pressure amid: 

1) Fears of delayed execution of ambitious divestment target of Rs1.75tn  

2) Higher possible doles payouts than budgeted on food, fertilizer subsidy and NREGA 

3) Possible fading of the positive upside surprises of fiscal tax buffers on account of modestly budgeted 

indirect taxes. 

3.   The Gsec market, however, now looks ahead to the evolution of fiscal and inflation and the RBI’s invisible-

to-visible hand to maintain the 10-year benchmark anchored at ~6%. We see the 10-year to be in the 

range of 5.95-6.25% in H1FY22. 

Can FX-led higher dividend generation be a new-norm? 

While the RBI’s FX operations may have eased some pressure on government finances, which have been 

constrained, this has also led to the RBI’s economic capital (realized equity + unrealized valuation gains) 

as % of assets dropping to 21.7% (near lower bound of recommended 20.5%-24.5%) vs. the high of 26.7% 

seen last year, largely led by unrealized lower MTM valuation and helped by a modest increase in the 

balance sheet. Generating higher dividends with the same strategy would imply that the RBI would face 

the trilemma of tactically managing balance sheet expansion, Gsec yield and INR management. That they 

will have to constrain higher growth of its balance sheet to avoid transferring a large part of its profits 

implies either lesser OMO purchases or FX purchases. This, however, would imply 1) either higher yields, 

or (2) possible INR appreciation amid net BoP surplus – both of which could be counterintuitive and lead 

to losses in valuation account and could pressure the already lower economic capital.  

Please see our model portfolio (Emkay Alpha Portfolio): Nifty (page 5) 
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Exhibit 1: RBI balance sheet grows by 7% in FY21 

 
Source: RBI, Emkay Research 

 

Exhibit 2: Contingency fund sees limited increase, albeit overall risk buffer remains 5.5% of assets 

 
Source: RBI, Emkay Research 

 

 

Liabilities 2018-19 2019-20 2020-21 Assets 2018-19 2019-20 2020-21

Notes Issued 21,688 26,356 28,269 Gold Coin and Bullion 792 1,131 1,041

Rupee Coin 8 8 7

Investments-Foreign-ID 20,888 25,216 27,220

Investments-Domestic-ID 0 0 0

Domestic Bills of Exchange and Others 0 0 0

Total Liabilities (ID) 21,688 26,356 28,269 Total Assets (ID) 21,688 26,356 28,269

Liabilities Assets

Capital 0.05 0.05 0.05 Notes, Rupee Coin, Small Coin 0.09 0.13 0.12

Reserve Fund 65 65 65 Gold Coin and Bullion 883 1,429 1,436

Other Reserves 2 2 2 Investments-Foreign-BD 6,965 10,234 12,299

Deposits 7,649 11,759 14,915 Investments-Domestic-BD 9,899 11,720 13,332

Other Liabilities and Provisions 11,625 15,166 13,825 Bills Purchased and Discounted 0 0

Loans and Advances 932 3,222 1,351

Investment in Subsidiaries 20 20 20

Other Assets 643 367 370

Total Liabilities (BD) 19,341 26,992 28,808 Total Assets (BD) 19,341 26,992 28,808

Total Liabilities (ID+BD) 41,029 53,348 57,077 Total Assets (ID+BD) 41,029 53,348 57,077

Banking Department (BD)

Issue Department (ID)

Other Liabilities and Provisions (Rs. Bn)

2018-19 2019-20 2020-21

Contingency Fund (CF) 1,963 2,640 2,845

Asset Development Fund (ADF) 229 229 229

Currency and Gold Revaluation Account (CGRA) 6,645 9,771 8,589

Investment Revaluation Account-Foreign Securities (IRA-FS) 157 538 89

Investment Revaluation Account-Rupee Securities (IRA-RS) 495 934 567

Foreign Exchange Forward Contracts Valuation Account (FCVA) 13 0 0

Provision for Forward Contracts Valuation Account (PFCVA) 0 59 61

Provision for payables 23 26 32

Gratuity and Superannuation Fund 206 256 285

Surplus Transferable to the Government of India 1,760 571 991

Bills Payable 0 0 0

Miscellaneous 134 140 137

Total 11,625 15,166 13,825

http://www.emkayglobal.com/
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Exhibit 3: Income down by 11%, while expenditure sees cuts in provisions and employee cost 

 
Source: RBI, Emkay Research 

Exhibit 4: FX trading income leads the gain in other income  

 
Source: RBI, Emkay Research 

 

Rs. Bn 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

Income

Interest 749 661 739 1,068 1,093 691

Other Income 59 -42 44 862 403 642

Total 809 618 783 1,930 1,497 1,333

  YoY % 2 -24 27 147 -22 -11

Expenditure

Printing of Notes 34 80 49 48 44 40

Expenditure on Remittance of Currency 1 1 1 1 1 1

Agency Charges 48 41 39 39 39 33

Employee Cost 45 46 38 69 89 48

Interest 0 0 0 0 0 0

Postage and Telecommunication charges 1 1 1 1 1 1

Printing and Stationery 0 0 0 0 0 0

Miscel laneous  Expenses 6 7 8 8 11 8

Depreciation 2 1 1 2 2 2

Provis ions 10 132 142 1 736 207

Total 150 312 283 170 925 341

Available Balance 659 307 500 1,760 571 991

  Less: 

a) Contribution to Long Term Operations  of National  industria l  

and hous ing credit
0.02 0.02 0.02 0.02 0.02 0.02

b) Transferable to NABARD: 0.02 0.02 0.02 0.02 0.02 0.02

c) Others :

Amount transferred to the Centra l  Government during the year 0 100 280 0 0

Surplus payable to the Central Government 659 307 400 1,480 571 991

Other Income (Rs. Bn) 2018-19 2019-20 2020-21

a) Domestic Sources

Exchange 0 0 0

Discount 0 7 10

Commission 23 24 21

Rent Realised 0 0 0

Profit/Loss on sale and redemption of Rupee Securities 0 13 52

Depreciation on Rupee Securities inter portfolio transfer 0 0 0

Amortisation of premium/discount of Rupee Securities 21 17 8

Profit/Loss on sale of Bank's property 0 0 0

Provision no longer required and Misc Income 526 2 -1

Sub total (i) 571 63 90

b) Foreign Sources

Amortisation of premium/discount of Foreign Securities -15 -27 -67

Profit/Loss on sale and redemption of Foreign Securities 17 67 113

Exchange gain/loss from Foreign Exchange transactions 290 300 506

Misc Income 0 0 0

Sub total (i i) 291 340 552

Total Other Income (i+ii) 862 403 642

http://www.emkayglobal.com/
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Exhibit 5: The surplus profit transfer to the GOI is second highest after FY20 

 
Source: Budget, CEIC, Emkay Research 

 

Exhibit 6: Economic capital has fallen to 21.7% of assets 

 
Source: RBI, Emkay Research estimates 
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Emkay Alpha Portfolio – Nifty  

EAP-Nifty (25 stocks)  

Company Name Nifty Weight Nifty EAP Weight OW/UW (%) OW/UW (bps) 

Agri Input & Chemicals 0.68 0.00 -100% -68 

UPL 0.68 0.00 -100% -68 

Auto & Auto Ancillaries 5.41 8.22 52% 281 

Bajaj Auto 0.82 1.33 62% 51 

Eicher Motors 0.55 1.58 185% 103 

Hero Motocorp 0.58 0.00 -100% -58 

Mahindra & Mahindra 1.19 0.00 -100% -119 

Maruti Suzuki India 1.41 2.43 72% 102 

Tata Motors 0.85 2.88 237% 203 

BFSI-Banks 26.43 31.43 19% 500 

Axis Bank 2.79 4.72 69% 193 

Bandhan Bank 0.00 0.84 NA 84 

HDFC Bank 9.72 9.64 -1% -8 

ICICI Bank 6.82 6.76 -1% -5 

Indusind Bank 0.85 3.88 356% 303 

Kotak Mahindra Bank 3.86 0.99 -74% -286 

State Bank of India 2.40 4.60 92% 220 

BFSI-Insurance 1.40 1.91 37% 51 

HDFC Life 0.82 0.35 -58% -48 

SBI Life 0.57 1.56 172% 99 

BFSI-NBFCs 10.39 7.83 -25% -255 

Bajaj Finserv 1.09 0.00 -100% -109 

Bajaj Finance 2.31 0.00 -100% -231 

Cholamandalam Investment 0.00 0.90 NA 90 

HDFC 6.99 6.93 -1% -6 

Cement & Building Materials 2.51 4.89 95% 239 

Ambuja Cements 0.00 0.99 NA 99 

Grasim Industries 0.81 0.80 -1% -1 

Shree Cements 0.55 1.46 168% 92 

Ultratech Cement 1.15 1.64 43% 49 

Consumer Goods & Retail 11.09 5.76 -48% -533 

Asian Paints 2.00 1.98 -1% -2 

Britannia Industries 0.61 0.00 -100% -61 

Hindustan Unilever 3.18 0.00 -100% -318 

ITC 2.78 1.77 -36% -101 

Nestle India 0.95 0.00 -100% -95 

Titan Company 1.00 0.99 -1% -1 

Tata Consumer 0.58 0.00 -100% -58 

United Breweries 0.00 1.02 NA 102 

Engineering & Capital Goods 2.69 2.67 -1% -2 

Larsen & Toubro 2.69 2.67 -1% -2 

Information Technology 16.44 15.34 -7% -110 

HCL Tech 1.55 2.53 63% 98 

Infosys 7.82 7.76 -1% -6 

TCS 4.94 1.95 -61% -299 

Tech Mahindra 0.94 1.93 104% 98 

Wipro 1.18 1.17 -1% -1 

Metals & Mining 3.57 4.78 34% 121 

Coal India 0.46 0.46 -1% 0 

Hindalco 0.84 1.58 88% 74 

JSW Steel 1.00 0.99 -1% -1 

Tata Steel 1.27 1.76 38% 49 

Oil & Gas 11.34 7.07 -38% -427 

BPCL 0.67 1.72 158% 105 

GAIL 0.00 0.00 NA 0 

Indian Oil 0.43 1.01 135% 58 

ONGC 0.62 1.11 78% 49 

Reliance Industries 9.62 3.23 -66% -639 

Pharmaceuticals 3.63 5.59 54% 196 

Cadila Healthcare 0.00 1.04 NA 104 

Cipla 0.73 1.21 67% 48 

Divi's Lab 0.79 0.00 -100% -79 

Dr. Reddy's Lab 0.97 1.69 74% 72 

Sun Pharma 1.15 1.65 43% 50 

Ports & Logistics 0.84 0.00 -100% -84 

Adani Ports 0.84 0.00 -100% -84 

Power 1.67 2.14 28% 47 

NTPC 0.80 0.79 -1% -1 

Power Grid Corporation 0.87 1.35 55% 48 

Telecommunications 1.92 2.37 23% 45 

Bharti Airtel 1.92 2.37 23% 45 

Cash  0.00   

Nifty 100.0 100.0   

Source: Emkay Research; Note: *We have internally capped single stock exposure to 10% in our EAP 
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Sector portfolio NAV  

 Base     Latest 

 1-Apr-19 29-May-20 25-Nov-20 24-Feb-21 26-Apr-21 26-May-21 

EAP - Nifty 100.0 82.2 103.1 124.3 119.7 127.9 

Nifty50 100.0 82.1 110.2 128.4 124.1 131.1 

*Performance measurement base date 1st April 2019  

Source: Emkay Research  

Price Performance (%)  

 1m 3m 6m 12m 

EAP - Nifty 6.8% 2.9% 24.1% 55.5% 

Nifty50 5.6% 2.1% 19.0% 59.7% 

Source: Emkay Research 

 

NAV chart 

 
Source: Emkay Research 

Sector OW/UWs 

 
Source: Emkay Research 

 

 

Please see our model portfolio (Emkay Alpha Portfolio): SMID 

 “Emkay Alpha Portfolio – SMID and Nifty are a supporting document to the Emkay Alpha 

Portfolios Report and is updated on regular intervals” 
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Emkay Rating Distribution 

Ratings Expected Return within the next 12-18 months. 

BUY   Over 15%  

HOLD  Between -5% to 15% 

SELL  Below -5% 

 

Completed Date: 28 May 2021 04:28:19 (SGT) 
Dissemination Date: 28 May 2021 04:29:19 (SGT) 

 

Sources for all charts and tables are Emkay Research unless otherwise specified. 
 

GENERAL DISCLOSURE/DISCLAIMER BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL): 
Emkay Global Financial Services Limited (CIN-L67120MH1995PLC084899) and its affiliates are a full-service, brokerage, investment banking, investment 
management and financing group. Emkay Global Financial Services Limited (EGFSL) along with its affiliates are participants in virtually all securities trading 
markets in India. EGFSL was established in 1995 and is one of India's leading brokerage and distribution house. EGFSL is a corporate trading member of 
Bombay Stock Exchange Limited (BSE), National Stock Exchange of India Limited (NSE), MCX Stock Exchange Limited (MCX-SX). EGFSL along with its 
subsidiaries offers the most comprehensive avenues for investments and is engaged in the businesses including stock broking (Institutional and retail), 
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EGFSL is registered as Research Analyst with SEBI bearing registration Number INH000000354 as per SEBI (Research Analysts) Regulations, 2014. 
EGFSL hereby declares that it has not defaulted with any stock exchange nor its activities were suspended by any stock exchange with whom it is registered 
in last five years, except that NSE had disabled EGFSL from trading on October 05, October 08 and October 09, 2012 for a manifest error resulting into a 
bonafide erroneous trade on October 05, 2012. However, SEBI and Stock Exchanges have conducted the routine inspection and based on their 
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has   not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has its certificate of registration been cancelled 
by SEBI at any point of time.  
EGFSL offers research services to clients as well as prospects. The analyst for this report certifies that all of the views expressed in this report accurately 
reflect his or her personal views about the subject company or companies and its or their securities, and no part of his or her compensation was, is or will 
be, directly or indirectly related to specific recommendations or views expressed in this report.  
Other disclosures by Emkay Global Financial Services Limited (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 
2014 with reference to the subject company(s) covered in this report 
EGFSL and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of this material. Our 
salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions that 
are contrary to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that may be  
inconsistent with the recommendations expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other 
things, may give rise to real or potential conflicts of interest including but not limited to those stated herein. Additionally, other important information 
regarding our relationships with the company or companies that are the subject of this material is provided herein. This report is not directed to, or intended 
for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such 
distribution, publication, availability or use would be contrary to law or regulation or which would subject EGFSL or its group companies to any registration 
or licensing requirement within such jurisdiction. Specifically, this document does not constitute an offer to or solicitation to any U.S. person for the purchase 
or sale of any financial instrument or as an official confirmation of any transaction to any U.S. person. Unless otherwise stated, this message should not 
be construed as official confirmation of any transaction. No part of this document may be used by private customers in United Kingdom. All material 
presented in this report, unless specifically indicated otherwise, is under copyright to Emkay. None of the material, nor its content, nor any copy of it, may 
be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of EGFSL . All trademarks, 
service marks and logos used in this report are trademarks or registered trademarks of EGFSL or its Group Companies. The information contained herein 
is not intended for publication or distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination, distribution or copying 
of this communication is prohibited unless otherwise expressly authorized. Please ensure that you have read “Risk Disclosure Document for Capital Market 
and Derivatives Segments” as prescribed by Securities and Exchange Board of India before investing in Indian Securities Market. In so far as this report 
includes current or historic information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.  

 This publication has not been reviewed or authorized by any regulatory authority. There is no planned schedule or frequency for updating research 
publication relating to any issuer.  

 Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets 
 
Disclaimer for U.S. persons only: This research report is a product of Emkay Global Financial Services Limited (Emkay), which is the employer of the 
research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States 
(U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-
dealer, and is/are not required to satisfy the regulatory licensing requirements of Financial Institutions Regulatory Authority (FINRA) or required to otherwise 
comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public appearances and trading securities 
held by a research analyst account. This report is intended for distribution to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. 
Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on 
Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above, then it should not act upon this report and return the 
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ANALYST CERTIFICATION BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL) 
The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the companies and 
their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of his/her compensation was, is, 
or will be, directly or indirectly, related to specific recommendations or views expressed in the report. The research analyst (s) primarily responsible of the 
content of this research report, in part or in whole, certifies that he or his associate1 does not serve as an officer, director or employee of the issuer or the 
new listing applicant (which includes in the case of a real estate investment trust, an officer of the management company of the real estate investment 
trust; and in the case of any other entity, an officer or its equivalent counterparty of the entity who is responsible for the management of the issuer or the 
new listing applicant). The research analyst(s) primarily responsible for the content of this research report or his associate does not have financial interests2 
in relation to an issuer or a new listing applicant that the analyst reviews. EGFSL has procedures in place to eliminate, avoid and manage any potential 
conflicts of interests that may arise in connection with the production of research reports. The research analyst(s) responsible for this report operates as 
part of a separate and independent team to the investment banking function of the EGFSL and procedures are in place to ensure that confidential 
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