
12                                             1 
>                                                               

MUMBAI   |   SATURDAY, 13 APRIL 2024



                                             13 
. <

MUMBAI   |   SATURDAY, 13 APRIL 2024



Debt settlement offers relief  
but can lower credit score
BINDISHA SARANG 

 
Indians are drowning in debt. India’s 
household debt levels are reported to 
have reached a record high of 40 per 
cent of Gross Domestic Product (GDP) 
in December 2023, according to a 
report from financial services firm 
Motilal Oswal. Furthermore,  
unsecured debt like personal loan has 
grown at a faster pace than secured 
debt. Here are a few common mis-
takes borrowers need to avoid while 
trying to come out of a debt trap.    

Debt settlement  
A debt settlement involves negotia-
ting a single payment with the cred-
itor that is lower than the amount 
owed. Lenders may agree to this — 
they recover something rather than 
nothing at all. A credit card bill of ~2 
lakh may, for instance, get settled at 
~1.25 lakh. It may look like you have 
got a good deal, but debt settlement 
has many negatives.  
 
Mistake: Borrowers overlook the 
long-term consequences of settling 
debt. “While paying off debt provides 
immediate relief, it can affect your 
credit score negatively, potentially 
hindering the sanction of future loans 
or increasing interest rates on them,” 
says Raoul Kapoor, co-chief executive 
officer (CEO), Andromeda Sales and 
Distribution. Not taking everything in 
writing is another error. 
“Secure a settlement agree-
ment in writing before pay-
ing,” says Raj Khosla, founder 
and managing director, 
MyMoneymantra.com.    
Another mistake, he says, is 
not bargaining. Settling isn’t 
good, but if you must, get the 
best deal.  
 
Advice: Settle with the 
lender directly, not with a third-party 
debt settlement firm. At the very 
least, do the due diligence on the 
bank-appointed third-party firm. 
  
Credit card balance transfer  
Transferring the balance from one 
credit card to another can help you 
manage your credit card debt more 
effectively and save on interest. You 

can reduce finance charges and late 
fees on multiple credit cards by trans-
ferring your debts to one card that has 
zero per cent interest for a limited 
time.  
 
Mistake: The mistake lies in trying to 
play the debt rotation game.  

“If you are doing it just to postpone 
payment, it may backfire. Balance 
transfer can be a useful tool only if 
you have the financial discipline to 
make regular payments and avoid 
adding new charges to the card,” says 
Adhil Shetty, CEO, Bankbazaar.com.    
 
Advice: Read the new card’s terms 
carefully. “Make sure you fully under-

stand the terms of balance 
transfer, such as fees, intro-
ductory rates, and the dura-
tion of the low-interest offer. 
Plan to pay off the balance 
before the promotional 
period ends, and keep the 
old account in good standing 
to maintain a healthy credit 
history,” says Shetty.   

Debt consolidation  
It refers to taking a new debt to pay off 
multiple existing ones. That single, 
larger loan must offer more  
favourable terms.  

“The primary objective of availing 
loans for debt consolidation is to 
reduce one’s interest cost by replacing 
loans availed at higher interest rates 
with a loan having a lower interest 
rate,” says Sahil Arora, chief business 

officer (unsecured loans), 
Paisabazaar. This loan should be of a 
longer tenure than the existing credit 
facilities. 

“Doing so will reduce the EMI and 
save the borrower from ballooning 
debt caused by the capitalisation of 
penal rates and charges,” says Arora.  
Managing your debts will become 
easier as you will have to make only 
one monthly payment.  
 
Mistake: One mistake is locking into 
the first interest rate the debt consoli-
dation lender or agency offers. “It 
only makes sense if the average inter-
est rate on all the debts is reduced,” 
says Jigar Patel, member, the 
Association of Registered Investment 
Advisors (ARIA).  

Another mistake is going for the 
lowest possible EMI, instead of one 
that you find manageable. Selecting 
the lowest monthly payment will 
mean opting for the longest loan term 
available. This will raise your interest 
cost further.  
 
Advice: First try to avail of a loan 
against an asset like gold or prop-
erty, or a top-up loan on an existing 
home loan.“Borrowers seeking con-
solidation should first check with 
lenders with whom they maintain 
deposits, loans or credit cards, 
whether they qualify for lower 
rates,” says Arora. If they don’t get a 
low-cost loan from them, they 
should try loan aggregator  
platforms.  
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MONEY

RAM PRASAD SAHU 

Mumbai, 12 April 

From its highs in December 2023, the 
stock of the country’s largest mul-
tiplex chain PVR Inox is down 22 

per cent and is trading at ~1,412 a share. A 
weaker-than-expected December quarter, 
a muted outlook in the near term and a 
downward revision in earnings are weigh-
ing on the film exhibitor. Even though 
there aren’t enough growth boosters in 
the near term, brokerages have main-
tained an accumulate or buy rating on 
the stock, given moderate valuations. 

The key trigger will be the March 
quarter performance and the outlook for 
the company. Some of the concerns related 
to sluggish box office collections could be 
reflected in the March quarter perform-
ance. Multiplexes (sector) could report a 
revenue growth of 3 per cent year-on-year 
(Y-o-Y) and a quarter-on-quarter (Q-o-Q) 
dip in box-office collections due to lack of 
big-budget movies, gaps in release dates 
and the exam season. 

Elara Securities highlighted that the 
quarter was below par for the market 
leader. The brokerage expects a 24 per 
cent occupancy due to muted footfalls. 

“Metrics, such as average ticket price 
(ATP), may decline 5 per cent sequen-
tially (Q-o-Q), due to higher promotions 
and discounts, whereas spend per head 
may grow 5 per cent, due to 
synergistic benefits and 
menu innovation, likely 
providing respite to overall 
profitability. Ad revenue 
may decline 15 per cent Q-
o-Q, attributed to content 
performance issues during 
the quarter and high base 
festive season quarter,” 
says Karan Taurani of the 
brokerage. 

The brokerage has a buy 
rating on the stock with a target price of 
~1,900 a share. 

Sequential trends are subdued for 
multiplexes due to a lack of quality 
content, limited big movies and gaps in 
release dates (in the second half of 
Q4FY24) or bunched-up releases. 
Nuvama Research expects PVR Inox to 

breakeven at the operating 
profit level on a pre-Ind AS 
basis and should improve 
going ahead given the mul-
tiple steps taken by the 
company. While the com-
pany reported a net profit 
of ~12.8 crore in the 
December quarter, it is 
expected to end the March 
quarter with a loss of ~118 
crore. In the year ago 
quarter (Q4FY23), the company had a 

loss of ~333 crore. 
The company is tar-

geting to bring down the 
rental costs from 19-20 
per cent of revenue to 16-
17 per cent over the next 
year and a half.  

It is also entering into 
capex-sharing contracts 
with landlords to 
increase its return on 
capital employed.  

The capital expendi-
ture to be employed in FY25 is expected 
to be 35-40 per cent lower than FY24.  

It is eyeing a reduction in screen port-
folio to ensure optimal footprint and 
retention of brand premium. It expects 
advertising revenues to return to pre-
Covid levels on an absolute basis by 
FY25. What could aid margins and keep 

costs lower would 
depend on its ability to 
achieve post-merger  
synergies of up to ~130 
crore for FY25.  

The company is 
expected to face tough 
times in the near term, 
given forecasts of weak 
box office collections.  

Prabhudas Lilladher 
Research highlights that 

the pipeline for 1QFY25 is not that exciting 
and if Kalki 2898 AD gets postponed then 
the overall box office collections for the 
next quarter can get severely impacted. 

The brokerage, however, has an accu-
mulate rating on PVR Inox with a target 
price of ~1,719 as the stock trades at an 
attractive enterprise value to operating 
profit valuations of 12 times and 10 times 
respectively on FY25 and FY26  
estimates.  

IIFL Research, too, has cut the com-
pany’s occupancy ratio for FY25 from 26 
per cent to 25.6 per cent and trimmed 
the advertising revenue on account of 
the absence of Bollywood movies  
starring the Khans in the near term.  

It has cut PVR Inox operating profit 
excluding Ind-AS by 13 per cent/9 per 
cent for FY25 and FY26 respectively. The 
brokerage has lowered its target price 
from ~1,657 to ~1,451.

Gloomy picture: Near-term 
gains unlikely for PVR Inox
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MUTED OUTLOOK

Debt avalanche 
n Rank all your loans by interest rate 

from the highest to the lowest 

n Make minimum payments on all to 
avoid a default 

n Use surplus money to pre-pay a part 
of the debt that carries the highest 
interest rate 

n Using this strategy reduces interest 
costs but requires discipline 

Debt snowball 
n Pay off your debt in the order of 

smallest to largest balance, regardless 
of interest rate 

n Make minimum payments on all loans 

n With the surplus money left, pay off 
your smallest debt first, then move to 
the next smallest, and so on 

n The small victory you notch up initially 
will give you the confidence to continue

DEBT REDUCTION STRATEGY MUST  
MATCH YOUR TEMPERAMENT

Firm may face tough times amid forecast of weak box-office collections

Multiplexes could 
report a revenue 
growth of 3% Y-o-Y 
and a Q-o-Q dip in 
box office collections 
due to the lack of big 
budget movies, gaps 
in release dates and 
the exam season
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