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Reserve Bank of India (RBI) 
Governor Sanjay Malhotra 
recently flagged concerns over 
the wide gap in foreign exchange 
(forex) pricing between retail and 
corporate customers. He said 
these disparities were far greater 
than could be justified by opera-
tional costs alone. His comment 
underscores the need for retail 
buyers to exercise due diligence 
when purchasing forex. 

Components of forex cost 
The first element is the 
exchange rate. “Typically, 
banks trade foreign exchange 
with each other at what is called 
the mid-market rate or the 
interbank rate. This is the rate 
Google shows when you search 
for the exchange rate between 
two currencies. When you com-
pare the mid-market rate with 

the exchange rate offered by 
multiple providers, you may 
find that it differs significantly,” 
says Shrawan Saraogi, Asia-
Pacific (APAC) head–banking 
and expansion, Wise. 

Next, banks charge a mar-
gin, which can be hefty in the 
case of some players. Over and 
above the exchange rate and 
the margin could be other fees. 
Goods and Services Tax (GST) 
also applies. 

Additional charges may 
arise from the payment 
method. “If you are loading for-
eign currency onto a prepaid 
card, you may have to pay a 
small fee,” says Vishal Dhawan, 
chief financial planner, Plan 
Ahead Wealth Advisors. 

Other charges 
Pavan Kavad, managing direc-
tor, Prithvi Exchange, empha-
sises the need to understand 
options like “beneficiary” 

charge and “our” charge. 
Beneficiary charge is levied by 
the bank receiving the money 
abroad. As a result, the recip-
ient may receive less money 
than was sent.  

Some players may not reveal 
this fee upfront to the customer 
and later blame the receiving 
bank for deducting it.  
Choose the “our” option to 
ensure you pay all the fees  
and the recipient gets the  
full amount. 

An “hour-based fee” also 
exists, charged by the sender 
bank. It is based on urgency or 
time of day. You can avoid it by 
planning your remittance 
ahead of your deadline. 

Forex card users should 
beware of dynamic currency 
conversion (DCC). “When you 
withdraw money from an ATM 
or swipe your card abroad, the 
machine may prompt you to 
go for the DCC option. It is best 
avoided,” says Kavad. DCC pro-

viders often use an unfavou-
rable exchange rate. 

Pricing gap 
As explained earlier, a margin 
is often embedded in the 
exchange rate offered to retail 
customers (by pegging it higher 
than the mid-market or inter-
bank rate). “Retail customers 
are often not aware of the 
spread they are being charged,” 
says Dhawan. 

“On average, globally, 
banks charge a 7 per cent mar-
gin. In India, even some top-
tier banks charge a 3–5 per 
cent margin. On average, 
across the globe, we charge 
customers 0.6 per cent or less,” 
says Saraogi. He adds that the 
rate difference between corpo-
rate and retail clients can 
range from 3 to 5 per cent. 

What should you do? 
One way to assess how much 
you paid in fees is to compare 
the amount sent with the 
amount received. “Suppose you 
send ~1 lakh. Check what the 
person at the other end 
receives. That is the effective 
price you are paying,” says 
Saraogi. Alternatively, compare 
quotes from various providers 
for sending a specific amount. 
Review past remittances as well 
for unexpected deductions by 
the receiving bank. 

Finally, factor in the speed 
of remittance. “Some tradi-
tional players may take a  
few days to transfer the 
money, whereas others may 
do so within minutes or 
hours,” says Saraogi. 
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Letter of Engagement: 
Your first line of defence 
Under the Sebi (Invest -
ment Advisors) Regul -
ations, 2013, all Registered 
Investment Advisors are 
legally required to enter 
into a formal agreement 
with their clients before 
offering any financial 
advice or collecting  

fees. The document is 
known as a Letter of 
Engagement (LoE). 
What you should 
remember 
l Never invest based on 
cold calls or messages 
promising “guaranteed” 
returns. 
l Insist on the Letter of 
Engagement and never 

make any payments  
before signing it. 
l Ask questions: A 
competent advisor will 
welcome your curiosity 
and explain their advice in 
terms you understand. 
l Verify the advisor’s Sebi 
registration number on the 
official Sebi website. 
l Report any suspicious 

activity to Sebi or the inv e -
stor helpline immediately. 
Verify registration on 
Sebi’s official website 
Before engaging with an 
investment advisor, ensure 
they are registered with 
Sebi. You can verify this by 
visiting the Sebi website 
and searching for the 
advisor’s details. 

Investment-related scams, 
many involving elderly, 
have seen an alarming  
rise. In most cases, 
fraudsters masqu erade as 
financial advisors and lure 
investors with promises of 
guara nteed returns. 
However, spotting a Sebi-
registered investment 
advisor is not that difficult.

How to spot a genuine Sebi-registered financial advisor and avoid scams

Read full report here: mybs.in/2emJWM4 COMPILED BY SUNAINAA CHADHA

PURCHASING FOREX

Compare exchange 
price offered by seller 
with interbank rate

n Failing to allocate sufficient 
time to explore multiple 
options 

n Accepting the first available 
rate without comparing 
across providers 

n Purchasing forex at 
expensive locations like 
airports or hotels 

n Not engaging with the prov -
ider’s relationship manager 
to negotiate better rate

MISTAKES TO AVOID 
WHEN BUYING FOREX

RAM PRASAD SAHU 

Mumbai, 23 April 

The stock of Havells India, 
the country’s largest listed 
consumer electrical and 

durables company, was down 3 per 
cent on Wednesday in a bullish 
market. Though the company 
delivered on revenue and operat-
ing profit in Q4FY25, the stock was 
the biggest loser on the BSE 100. 

The negative sentiment was 
due to the company manage-
ment’s cautious commentary on 
the outlook for cooling products. 
Some brokerages have cut their 
earnings estimates and others 
slightly increased it. 

The company’s performance in 
Q4 was robust but some product 
segments were weak. Revenue 
improved 20 per cent in Q4 year-
on-year (Y-o-Y), aided by a 21.2 per 
cent growth in cable and wire busi-
ness and a 39.5 per cent jump for 
Lloyd, the home appliances and 
electronics brand of the company, 
on a low base. Consumer durables, 
switchgear and lighting segments 
disappointed, delivering 9.4 per 
cent, 6.2 per cent and 0.5 per cent 
growth, respectively. 

Gross margins fell by 70 basis 
points (bps) Y-o-Y and were offset 
by lower expenses on employees 
and advertising. Margins and 
higher operating leverage helped 
the company post 20 per cent 
growth in operating profit while 
maintaining operating profit mar-
gins at 11.6 per cent. 

Havells India said consumer 
sentiment was muted amid higher 
inflation. Lloyd had healthy sales 
and segment margins expanded 
350 bps to 6.2 per cent, but demand 
for room air conditioners weakened 
in March and April when it was a 
relatively mild summer, especially 
in South India. Sales could be weak 
in the June quarter but the com-
pany is hopeful that Lloyd will 

improve market share and profits. 
The switchgears segment grew 

6 per cent Y-o-Y and 20 per cent 
sequentially: residential switchgear 
business comprised 75 per cent of 
segment sales and the rest came 
from industrial switchgears. The 
residential segment grew on the 
back of product portfolio expan-
sion, project business and market 
share gains in Tier-II and Tier-III 
cities. Though the segment’s reve-
nue contribution margins declined 
by 230 bps in Q4 FY25 to 37.9 per 
cent, the company expects it to 
improve to 38-40 per cent. 

Nuvama Research analysts led 
by Achal Lohade have raised their 
FY26-27 earnings estimates for 
Havells India by 4-5 per cent, cit-

ing improved margins for switch-
gears and Lloyd. The brokerage 
expects recent government  
measures like tax breaks, and a 
favourable liquidity scenario, to 
help revive consumer demand. 

Demand outlook for the wires 
and cables business remains strong; 
the company is gaining market 
share in Tier-II and Tier-III cities 
and a new factory in Tumakuru is 
starting to contribute to business. 
Nomura Research, however, has cut 
its price to earnings ratio from 50 
times to 48 times, citing rising com-
petition. Despite the cut, 
Siddhartha Bera and Kapil Singh of 
the brokerage believe that the val-
uation premium of the stock will 
sustain around the midpoint of the 
historical trading band of 40-60 
times. Their forecast is based on the 
diversified business mix of Havells 
and strong 26 per cent earnings per 
share growth over FY25-27. 

Given the near-term outlook 
and expensive valuations, Kotak 
Research has cut its FY2026-27 
earnings estimates by 3-4 per cent 
and has revised its fair value to 
~1,400. It has also tweaked reve-
nues, factoring in the subdued 
outlook for cooling products in Q1, 
and cut margin estimates by 20-
30 basis points.

Cautious outlook may 
keep Havells tangled up
Stock of electrical firm under pressure after management commentary
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