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given some indication to inves-
tors about the liquidity risk 
while investing in small-cap 
schemes, they still may not be 
a good indicator of identifying 
the stress that funds may face 
in real time. “There is no scien-
tific basis for it. It assumes 
liquidity to be a constant at best 
and extrapolates the past into 
the future at worst. If liquidity 
actually vanishes in a particular 
stock, it can just vanish not in 
6 days or 14 days or whatever 
other metric is used - it will 
vanish in a microsecond. 
Analysis by extrapolation may 
or may not work. Yes, liquidity 
is often higher with higher vol-
atility - but it's not a given,” said 
Sandeep Parekh, founder of 
Finsec Law Advisors, in a social 
media post. 

Govt policy  
for EVs... 
“All entities, regardless of their 
origin, can partake and seek 
incentives under the scheme, 
as long as they commit to a 
minimum investment and 
adhere to the prescribed policy 
guidelines,” the official said. 

However, companies in the 
countries that share land bor-
ders with India must obtain 
additional government permis-
sion, as outlined in the 2022 
amendments to the FDI policy. 
China, Bangladesh, Pakistan, 
Bhutan, Nepal, Myanmar, and 
Afghanistan share land borders 
with India. Currently, fully 
assembled completely built-up 
(CBU) vehicles priced at more 
than $40,000 attract a 100 per 
cent tax. Those priced below 
$40,000 are subject to a 70 per 
cent tax. Completely knocked-
down (CKD) units that require 
reassembly in the destination 
country already attract a 15 per 
cent duty. Although the policy 
is intended to include all OEMs, 
it has been introduced against 
the backdrop of Tesla’s strong 
push for a duty reduction. On 
December 18, 2023, Business 
Standard reported that Tesla 
had requested a reduction in 
duty on CBUs to 15 per cent and 
proposed including charging 
infrastructure within the defi-
nition of investment during its 
meetings with government 
officials. 

According to the policy doc-
ument, one OEM can get a 
maximum waiver of ~6,484 
crore in Customs duty. 

A notification by the MHI 
stated that to qualify for the 
scheme, an applicant company 
or its affiliated enterprise must 
have a minimum revenue 
threshold of ~10,000 crore from 
automotive manufacturing, 
along with a global investment 
commitment of ~3,000 crore in 
fixed assets. 

“Under this scheme, EV 
passenger cars (e-4W) can ini-
tially be imported with a mini-
mum CIF value of $35,000 (~29 
lakh), at a duty rate of 15 per 
cent for a period of five years 
from the date of issuance of 
approval letter by the MHI,” 
said the policy draft notifica-
tion. This means that if a com-
pany imports a car costing 
$35,000 and commits to the 
minimum investment of 
$500m, it can import 25,974 
cars over five years. However, 
if the investment amount is 
increased to $781 million or 
higher, the company can 
import 40,582 cars, according 
to an official. The maximum 
number of EVs allowed to be 
imported is capped at 8,000 
units per year. 

The investment commit-
ment will have to be backed up 
by a bank guarantee in lieu of 
the custom duty forgone, the 
ministry said in a statement. 

The bank guarantee will 
only be refunded upon achiev-
ing a 50 per cent domestic 
value addition and making an 
investment of at least ~4,150 
crore, or up to the amount of 
duty foregone over the course 
of five years, whichever is 
greater. Applications will be 
solicited within 120 days or 
more from the notification of 
this scheme. The period for 
accepting applications through 
the Notice Inviting 
Applications will extend for 120 
days or more. The MHI retains 
the authority to open the appli-
cation window, as needed, 
within the initial two years of 
the scheme.   

Exports... 
“The recent tensions in West 
Asia, especially the threat for 
consignments routing through 
the Red Sea has further added 
to the woes of the exporting 
community, as freight rates 
have gone up unimaginably 
high with the burden of various 
surcharges. Much will depend 
on the new contracts to be 
signed with buyers during the 
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