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Fears of M
Hammer

Prices of the pledged
shares of many
promoters are close
totheir threshold
limit of margin calls

APURV GUPTA
MUMBA]

nvestors continue to sell shares
I of several mid-cap and small-

cap companies despite denials
by promoters of any margin fund-
ing pressure. As the broader mar-
ket continues to fall in the absence
of positivetriggers, lendersare ask-
ing promoters to be ready to meet
margin calls while brokers are
turning cautious in margin fund-
ingclients.

Shares of GTL fell 7% to close at
%108 on the BSE, after hitting intra-
day low of 793. It has lost about
three-fourth of its value so far this
year. GTLInfraended theday 1% up
at z16, after touching an intra-day
low of ¥13. GTL Infra has lost about
63% so far this year amid specula-
tion of bank debt and margin fund-
ing issues and concern that lenders
sold GTL and GTL Infra shares
pledged to borrow money. The com-
pany hasdenied the rumours. How-
ever, it has not explained any possi-
ble reason for the fall in its stock
price and has requested the regula-
tor to investigate the matter.

S Kumars Nationwide lost 4% to
close atZ49. It haslost 44% this year.
Orchid Chemicals, which gained
4% to close atz253, hias lost 20% this
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year on similar fears. Officials
from both the companies have
denied any such sale and termed it
as speculation.

“There are question marks on cer-
tain companies. Investors should
refrain from investing in such com-
panies. It is always possible to see
sitnation of promoter losing his
control in a falling market like this.
While pledging is not bad, one
needs to look at the reason why the
funds were raised and even regula-
tors should make that disclosure
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mandatory,” said Rajen Shah, chief
investment officer, Angel Brokmg
He said that some companies have
‘beenunnecessarily targeted by this
scare. Investors fear that many pro-
moters face the risk of losing their
pledged shares for failing to meet
margin calls, In the past, Orchid
Chemicals’ Raghavendra Rao and
Vijay Sheth of Great Offshore lost
hold ontheir companies duetomar-
ginfunding pressure.

“The fall in shares is a matter of
concernas some fall 4-5% evenona

argin Pressure
ow-cap Stocks

sale of few thousand shares. Many
promoters are gettingmargin calls.
Lenders are also becoming flexible
as they know that it is more of an
aberration insomecases,” said Pra-
kash Diwan, head of institutional
equities, Networth Stock Broking.

Broking firmsareadvising clients
to square off positions if there is
any possibility that they would be
unable to sustain mark-to-market
margin pressure .
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