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Around 15 million investors 
have invested in cryptocurren-
cies worth ~15,000 crore, accord-
ing to estimates provided by the 
Indian crypto industry. 
However, the income tax (I-T) 
department has not yet framed 
the requisite rules on tax pay-
ment and filing of returns for 
this asset class. Experts  
suggest investors should 
nonetheless do both based on 
the best advice available.       

Ambiguities galore 

A cloud hangs over the legal sta-
tus of cryptocurrencies in India, 
so the tax authorities, too, have 
not defined rules for them. 
Manish P Hingar, founder of 
Fintoo, says, “The 
Reserve Bank of India 
has not legalised cryp-
tocurrencies. Hence, 
there is ambiguity 
regarding whether 
they should be includ-
ed in capital gains cal-
culation while filing 
tax returns.”   

The first issue tax-
payers must deal with 
is how income from the sale of 
cryptocurrencies should be clas-
sified. Amarpal S Chadha, tax 
partner and India mobility 
leader, EY, says: “There is ambi-
guity regarding whether it 
should be classified as capital 
gain or income from business.” 

According to experts, tax-
payers should rely on the exist-

ing principles of intent or 
nature of investment, holding 
period, frequency of trade, etc, 
to arrive at an answer. Aditya 
Chopra, managing partner, 

Victoriam Legalis-
Advocates & 
Solicitors, says, “If you 
have traded frequent-
ly and the volume has 
been substantial, clas-
sify your earnings 
from cryptocurrency 
as income from busi-
ness.” On the other 
hand, if you have held 
cryptocurrencies 

more for investment purpose 
(and not traded frequently), 
then gains from their sale may 
be treated as “capital gains”. 

Clarity is also required on 
the holding period that should 
determine whether the gains 
are long-term or short-term, 
and whether indexation bene-
fit should be allowed. “Another 

issue is whether capital loss 
should be allowed to be set off 
or carried forward,” says Archit 
Gupta, chief executive officer 
(CEO) Clear. 

A question mark also hangs 
over how people who engage in 
crypto mining should be taxed. 
Sameer Jain, managing part-
ner, PSL Advocates & Solicitors, 
says, “Some believe crypto 
mining, being a service, should 
attract the goods and services 
tax (GST).” 

Clarity is required on a few 
other issues too. Taxpayers 
whose annual income exceeds 
~50 lakh are required to report 
their assets and liabilities, along 
with cost of acquisition, in the 
Schedule for Assets and 
Liabilities. There is ambiguity 
regarding where such disclosure 
should be made in this sched-
ule. 

Finally, there is ambiguity 
regarding whether cryptocur-

rencies are to be treated as for-
eign assets. Chadha says, 
“Taxpayers who qualify as 
Resident and Ordinary 
Residents (RoRs) are required 
to disclose overseas income 
and overseas assets in their 
ITR, irrespective of income in 
the year, in the schedule for 
foreign assets and income 
reporting. Whether cryptocur-
rency qualifies as a foreign 
asset or gains earned from sale 
of such cryptocurrency as for-
eign income, has not been 
specifically clarified by the  
tax department.” 

What you should do 

If you engage in cryptocurrency 
trading or investment, you are 
likely to be on the taxman’s 
radar. If you have sold cryp-
tocurrencies during the previ-
ous year, declare the income 
from these sales in your ITR. 
Seek expert advice to under-
stand how the gains should be 
computed. Considering the tax 
and penal consequences, 
including the Black Money 
(Undisclosed Foreign Income 
and Assets) and Imposition of 
Tax Act, 2015, it may be prudent 
to disclose your cryptocurrency 
holdings in the foreign asset or 
income schedule. 

Two ITR forms are relevant 
for those with earnings from 
cryptocurrencies. Those who 
have capital gains should use 
ITR-2 while those who have 
income from business or profes-
sion should use ITR-3.
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Include crypto gains in tax returns
Treat it as capital gain if you buy and hold; as business income if you trade frequently

Big Oil shows confidence that the era of large profits is back
BLOOMBERG 
29 July 

Europe’s largest oil and gas  
companies showed confidence 
that the era of big profits is back 
by significantly boosting returns 
to shareholders. 

Royal Dutch Shell surprised 
investors on Thursday with a div-
idend hike of almost 40 per cent 
and $2 billion of share buybacks. 

TotalEnergies SE didn’t manage 
quite that level of shock and awe, 
but promised to divert as much 
as 40 per cent of its surplus cash 
to stock repurchases. 

This marks a major turn-
around for the industry, which is 
trying to persuade investors to 
stick with it despite mounting 
concerns about climate change. 
Until recently, both companies 
were focused on paying down 

debt and strengthening their bal-
ance sheets in the aftermath of 
the oil slump caused by the coro-
navirus pandemic. 

What’s changed is a broad rally 
in commodity prices, in which 
the surge in crude has been 
matched or exceeded by natural 
gas, metals and other bulk raw 
materials. It’s not just Shell and 
Total returning money to  
shareholders, almost every natu-

ral resources group from Rio 
Tinto Plc to Anglo American is 
either raising dividends or buying 
back shares. 

“We wanted to signal to the 
market the confidence that we 
have in cash flows,” Shell Chief 
Executive Officer Ben van 
Beurden said on a conference call. 
In the oil market “supply is going 
to be constrained and demand is 
actually quite strong.” 
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Mid-cap IT firms grow 
in Q1 with niche play
SHIVANI SHINDE 
Mumbai, 29 July 

The top four IT players’ 
results in the June quarter 
of financial year 2021-22 

(Q1FY22) showed how cloud and 
digital transformation were driving 
growth. For the mid-cap IT firms, 
however, Q1 was all about their 
niche play and a faster rate of 
growth than their larger peers. 

Take the case of Blackstone-
backed Mphasis. The company’s 
US dollar revenue grew 6 per  
cent sequentially, it was able to 
ramp up its total contract value 
(TCV) to a record high of $505 mil-
lion, and, importantly, it also  
managed to meet Street expecta-
tions on margins. 

“Ebit (earnings before interest 
and taxes) margin was largely in 
line with estimates. Sequentially, 
gross margins contracted 250 basis 
points (bps). This contraction was 
largely recovered at S&M and G&A 
levels. Notably, Mphasis was one of 
the few companies in the industry 
which was able to defend its Ebit 
margins despite elevated cost pres-
sures… Mphasis continued its 
investments. Accordingly, we see 
stronger ability to manage margins 
now as the Covid tailwinds 
reverse,” said Sudheer Guntupalli 
and Hardik Sangani of ICICI 
Securities in a post-result note. 

Mphasis’ growth in the quarter 
was driven by its direct business, 
which grew 10 per cent in con-
stant currency terms. Again, its 
strength in banking and capital 
markets helped it ride the tech 
spend in this segment. 

Unlike the top four or five IT 
players, every mid-cap company 
has a different strategy and focus 
segment. For instance, Pune-based 
Persistent Systems has been a 
strong player in product and 
design-led services to BFSI, health-
care (32 per cent year-on-year) and 
hi-tech verticals. In terms of 
growth, the company had a TCV of 
$244.8 million, of which annual 

contract value was $189 million. 
Explaining the growth drivers, 

Sandeep Kalra, chief executive offi-
cer and executive director of Pers -
istent Systems, said: “Companies 
look at us for product development 
across the segment, this makes us 
play in the agile and forward-look-
ing segment. We do not play much 
in the legacy architect systems.” 

Other mid-cap players, too, have 
a similar experience. KPIT 
Technologies has been driving 
growth with its focus on the auto 
sector. Despite the automobile 
industry taking a hit due to chip 
shortages, the company said it has 
not seen any impact on its business. 

The only aberration in the mid-
cap space was Cyient, which saw its 
revenue fall by 4.3 per cent. This was 
because of its focus on the transport 
sector. “The worst phase of commer-
cial aerospace is over (traffic is at 60 
per cent of the pre-Covid level) but 

MRO-related activity will take 2-3 
quarters to recover,” said Amit 
Chandra and Apurva Prasad of 
HDFC Securities in a report. 

They added that margin expan-
sion had been impressive over the 
past four quarters. “Further margin 
expansion will be capped due to 
supply side concerns.” 

However, supply-side pressures 
were evident on margins, with 
companies trying to retain talent 
through salaries hikes and promo-
tions. With attrition picking up 
almost every company has hit the 
campus to hire in large numbers. 
For instance, L&T Infotech plans to 
hire 4,500 freshers in FY22 (1.5x 
more than FY21). 

Analysts expect that going 
ahead, too, salary hikes and travel 
cost will impact margins of mid-
cap IT services players. 

More on business-standard.com

Analysts expect salary hikes, travel cost to impact firms’ margins 

Revenue Net profit $Rev

Q1 (~ cr) YoY (%) QoQ (%) Q1 (~ cr) YoY (%) QoQ (%) QoQ (%) 

LTI 3,462.50 17.4 5.9 496.8 19.3 -9.0 5.1

Mphasis 2,690.80 17.6 6.6 339.7 23.5 7.2 6.0

Mindtree 2,291.70 20.1 8.6 343.3 61.2 8.2 7.7

Persistent 1,229.90 24.1 10.5 151.2 68.0 9.8 9.2

Cyient 1,058.20 6.7 -3.2 115.0 41.2 11.5 -4.2

Zensar 936.8 -1.2 6.8 101.0 38.9 11.7 5.8

KPIT 
Technologies

567.38 15.0 5.0 60.2 150.0 14.2 4.3

TOP PLAYERS

WHAT EXPERTS SUGGEST   
> When gains are treated as 

capital gains, then 3 years 
may be taken as the cut-off 
holding period 

> Gains from sale of 
cryptocurrencies held for 
more than 3 years may be 
treated as long-term  
capital gains and taxed at 
20% with indexation benefit 

> Gains from sale of 
cryptocurrencies held for less 

than 3 years may be treated 
as short-term capital  
gains and taxed at the 
applicable slab rates 

> If the number of trades is 
large, this income  
should be classified as 
business income and  
taxed accordingly 

>  Maintain proper records of 
all transactions and seek 
professional advice
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