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News Feature

Economy poised to hit high growth path, says mid-year review 

The Indian economy is well on course to return to high growth trajectory. But this broad-based recovery is likely to be accompanied by somewhat higher inflation, mainly on account of food price rise, the Government's Mid-Year Review 2009-10 has said. 

The gross domestic product (GDP) is likely to be in the upper bound of the 6.25-7.75 per cent range predicted by the Economic Survey 2008- 09 in July this year - or may even exceed it, said the review tabled in the Lok Sabha. 

This forecast of near 7.8 per cent GDP growth or even higher than that for 2009-10 is perhaps the highest by any agency and was much higher than the 6 per cent (with upward bias) growth projection made by the Reserve Bank of India. 

The robust outlook for economic growth in 2009-10 comes on the heels of the 7.9 per cent GDP growth recorded in Q2. India's GDP grew 6.7 per cent in 2008-09 and 6.1 per cent in the first quarter this fiscal. 

Stating that inflation worry must not be dismissed, the review has, however, noted that there are some technical reasons why inflation appears somewhat larger than it is. 

The decline in the base (price indices in November and December last year declined) is giving boost to the current inflation figures. 

This, coupled with the rise in price index, which is indeed taking place, makes the inflation appear somewhat larger than it is, the Finance Ministry said. 

Describing it as an "unusual inflation" in which the price rise across commodities is highly skewed, the midyear review has noted that this inflation was not a product of aggregate demand expansion in the economy. 

"Its dominant cause is the supply-side one of reduced food production or more accurately, the expectation of a reduction in food production over the next months that the drought and poor monsoon in India have inevitably given rise to," the review said. 

SUBBARAO MEETS PRANAB 

In the backdrop of a dismal scenario on the food inflation front, the RBI Governor, Dr D. Subbarao, held an hour long meeting with the Finance Minister, Mr Pranab Mukherjee, at North Block. Dr Subbarao said the discussions related to macro-economic situation. 

The meeting with the Finance Minister was routine and fixed three weeks ago, Dr Subbarao told reporters. 

The RBI Governor also had separate meetings with the Finance Secretary, Mr Ashok Chawla, the Revenue Secretary, Mr P.V. Bhide, the Expenditure Secretary, Ms Sushma Nath, and Dr K.P. Krishnan, Joint Secretary in the Department of Economic Affairs. 

CAPITAL FLOWS 

With the return of capital flows, the mid-year review has raised the question of economy having to once again contend with the challenge of maintaining balance between price stability, exchange rate and capital mobility. 

However, it noted that the problem of capital flows is somewhat muted this time round since the levels of inflows could be managed without significant costs or tradeoffs in policy setting. 

"This (capital inflows) is, however, a matter that will need some deep strategic thinking in the long run", the report said. 

It has also highlighted that foreign funds are required to meet the long-term finance requirements in critical infrastructure sectors. 

Also, the utilisation of foreign funds in productive sectors can also avert the risk of creation of asset price bubbles. 

The review also said that there was enough evidence to suggest that the fiscal policy measures undertaken by the Government had worked.

http://www.blonnet.com/2009/12/19/stories/2009121953420100.htm
Exports grow for first time in November in over a year

India's exports turned around in November after falling for 13 straight months, posting a growth of 18 percent to touch USD 13.2 billion, but the expansion was attributed to base effect. 

There is no "great shift in demand, it (growth) is because of base effect," Commerce Secretary Rahul Khullar told. 

Among the sectors that performed good during November were gems and jewellery, which grew over 40 per cent to USD 2.15 billion, readymade garments to USD 727 million from USD 686 million a year ago, besides man-made fibre and petroleum products. 

During April-October of the current fiscal, the country's merchandise consignments dropped by 26.5 per cent to USD 90.4 billion. 

http://economictimes.indiatimes.com/news/economy/foreign-trade/Exports-grow-for-first-time-in-November-in-over-a-year/articleshow/5340196.cms
ADB ups GDP forecast to 7% for 2009

The Asian Development Bank (ADB) on raised its growth outlook for the country to 7% from its earlier 6% for calendar year 2009. “... India is now expected to grow 7% in 2009, a full percentage point higher than projected in the Asian Development Outlook Update,” the regional development bank said in a note. In September, the bank, in its Asian Development Outlook 2009 Update, had forecast that the country’s GDP would grow at 6% in 2009. The Reserve Bank’s GDP estimate is 6% for the fiscal 2009-10, while the Planning Commission pegs it 6.3%, both with upward bias.

http://www.financialexpress.com/news/adb-ups-gdp-forecast-to-7-for-2009/554568/
Overseas Investment

Foreign investors set to pump in Rs 43k cr into QIPs next year

With foreign investors’ appetite for Indian equities not yet satiated, more than 50 companies are looking to pick up close to Rs 43,000 crore through qualified institutional placements (QIPs) in 2010, according to estimates put out by SMC Capitals. 

Among the firms that are in the queue are Reliance Energy, Jet Airways, Adani Enterprises, Gammon India, Omex Technologies, Essar Oil, Tech Mahindra, and Pune-headquartered Bharat Forge. 

Ever since the Lok Sabha election results were out in May this year, foreign institutional investors have made a beeline for Indian stocks, picking them up either through QIPs or through purchases in the secondary markets. That has resulted in companies mopping up around Rs 34,546 crore so far in 2009, an amount that’s way above the Rs 20,000 crore raised in 2007 before the global financial crisis broke out. Many of the companies were over-leveraged and were looking to bring down their debt-equity ratios. 

The trend is likely to continue says Vinay Menon, head, equity capital markets, J P Morgan, who explains that there’s no shortage of liquidity and added that economies like India and China are expected to continue receiving strong portfolio flows. However, Menon cautions that companies can no longer hope to raise equity at very high valuations. “The recent underperformance of several initial public offers (IPOs) means that the days of rich valuations are over. Investors will now be wary,” he added. 

http://www.financialexpress.com/news/foreign-investors-set-to-pump-in-rs-43k-cr-into-qips-next-year/554563/
Incentive scheme likely to draw more FDI in wind power 

The Ministry for New and Renewable Energy expects a sharp increase in the foreign direct investment (FDI) in wind energy as a result of the generation-based incentive scheme for grid connected wind power projects.

“With the introduction of the generation-based incentive scheme, the Ministry is expecting 400-500 MW of capacity to be added in the next three months,” sources in the Ministry said.

According to the Ministry, wind power potential has been estimated at 48,500 MW taking sites having wind power density greater than 200W/sq.

The sources also told that, “The FDI inflow in wind energy has seen a quantum increase from $1.43 million in 2006-07 to $31.56 million in 2007-08. The number though declined in 2008-09 to $27.89 million. With the launch of the generation based incentives scheme on December 17 for grid connected wind power projects, the Ministry is looking at broadening investors' base by attracting more FDI and independent power producers (IPPs).”

Sources, said the decline in 2008-09 was largely in keeping with the prevailing economic scenario, and certain technical issues like requirement of information in the tender relating to IPR related issues of their turbines.

The Ministry has taken measures to remove these hurdles for 2009-10.

The overall FDI inflow in the renewable energy sector during 2009-10 till September is $65.72 million.

If the trend continues the number will be higher than what it was for full fiscal 2008-09 ($85.27 million), sources said.

During 2006-07 the FDI inflow in the renewable sector was $2.11 million which saw a significant increase in 2007-08 at $43.15 million.

The target for 11th Five-Year Plan is 10,500 MW, of which 3,549 MW has been achieved.

The target for 2009-10 is 2,500 MW and the achievement till September 30 is 400 MW.

The overall achievement has been 10,528 MW as on September 30.

Public sector players in the wind energy segment include ONGC, Indian Oil Corp and NTPC competing with private sector players like Suzlon Energy and many smaller players.

http://www.blonnet.com/2009/12/21/stories/2009122152570300.htm
Trade News

Financial sector tie-ups between India, Australia on the rise 

Financial sector engagements between Indian and Australian firms are gaining momentum, with the possibility of market access for businesses on both sides looking brighter once the proposed Free Trade Agreement comes into place.

In a major deal in the financial sector earlier this month, Insurance Australia Group Ltd (IAG) announced the completion of an investment of AUS$ 126 million (around Rs 542 crore) for a 26 per cent stake in its general insurance joint venture with the State Bank of India for the Indian market.

The venture, SBI General Insurance Company, hopes to begin operations in the first half of 2010. IAG — Australia's largest general insurance company by premiums written — holds an option to increase its stake in the joint venture to 49 per cent, subject to regulatory and other conditions, the insurance company told the Australian Stock Exchange in a statement earlier last week.

On the banking side, Australia's four major banks ANZ, NAB, Commonwealth and Westpac are all in various stages of processing applications for entering the Indian banking sector.

Meanwhile, Indian banking players are ramping up presence in Australia. Mumbai-based Union Bank of India opened a rep office in Sydney earlier this month, joining State Bank of India and Bank of Baroda, which already have a presence here. According to industry players, Punjab National Bank is also in the process of approaching the Australian Prudential Regulation Authority to set up operations in Australia.

The increasing activity by Indian banks comes a year after the world's largest bank, the Industrial and Commercial Bank of China, was granted a branch licence by the Australian regulator. Both SBI and UBI have plans to upgrade its operations through a full-fledged branch or through a subsidiary bank in the coming years to tap the opportunity arising from the upping of business engagements on both sides in light of the proposed FTA.

In fiscal 2008-09, India was Australia's fastest growing trade partner, with two-way trade up 55 per cent at $21.7 billion. This is expected to see a jump once the FTA is in place, with increased market access for products and services from both countries.

http://www.thehindubusinessline.com/2009/12/17/stories/2009121751850600.htm
India-Bhutan trade to maintain 15% growth 

The bilateral trade between India and Bhutan is set to grow by more than 15 per cent in 2009-2010.

The trade between the two nations has been witnessing a growth of about 15 per cent on a year-on-year basis for the last five years, according to Mr Jay P. Majumdar, Secretary General, Indo-Bhutan Friendship Association.

India's exports to Bhutan was at $81 million while its imports from Bhutan stood at $119 million during the period between April and December 2009, Mr Majumdar said while speaking at a press conference to announce the formal inauguration of the Bhutan Consul General's office in Kolkata.

“Power, roads and health are the key areas of co-operation between the two countries. India has further identified newer areas and are working on environment management, tourism, agro processing, non-timber forestry, horticulture and automobiles among others,” he said.

The Indo-Bhutan Friendship Association, Mr Majumdar said, was looking at establishing Indo-Bhutan Chamber of Commerce for further enhancing the trade relations between the two countries. “About 17,000 tourists from Bengal visit Bhutan every year. There needs to be greater collaboration between the two nations in tourism, health and other such sectors,” he observed.

http://www.thehindubusinessline.com/2009/12/15/stories/2009121553061700.htm
Karnataka expediting policy measures to woo global investors 

The Karnataka Government would expedite decisions to create a congenial environment for the investors expected to attend the Global Investors Meet (GIM) in June.

Among the important steps, there would be a Cabinet approval to the proposal of amending Land Revenue Act to recognise farm-dependent industries, godowns and cold storage units as agriculture-allied activity. According to a decision taken at the State Legislature, at its special session on agriculture and rural development held in September, the policy measure would be applicable for all such industries being set up outside the district headquarters.

Agro processing

Besides, support grants restricted to certain zones would also be removed to encourage agro processing industry.

Indicating the Government's intention, Mr V.P. Baligar, Principal Secretary, Commerce and Industry Department, said the State Government planned to extend a grant of 25 per cent (a maximum of Rs 30 lakh) for setting up of godowns and cold storage units.

The subsidy was in addition to a similar Central grant for the sector.

In an interaction on a joint report made by the Bangalore Chamber of Industry and Commerce and KPMG on the prevailing investment climate in Karnataka, Mr Baligar said the independent survey would help the Government correct some of the deficiencies pointed out by the respondents.

He, however, sought to live down the expectation of fiscal incentives stating with the impending migration to the Goods and Services Tax regime, the Government would not be in a position to take an ‘aggressive' stance.

While expressing satisfaction over the positive attributes on major parameters of overall friendly investment climate, Mr Baligar assured the BCIC President, Mr Girish, that the economic infrastructure including power, roads and other facilities, would be improved early to attract investors to tap the huge potential in other sectors, apart from information technology.

http://www.blonnet.com/2009/12/18/stories/2009121852501700.htm
Sectoral News

India tops Asian real estate investment markets 

India leads the pack of top real estate investment markets in Asia for 2010, according to a study by PricewaterhouseCoopers (PwC) and Urban Land Institute, a global non-profit education and research institute.

The report, which provides an outlook on Asia-Pacific real estate investment and development trends, points out that India, particularly Mumbai and Delhi, are good destinations. Residential properties are viewed as more promising than other sectors and Mumbai, Delhi and Bangalore top the pack in the hotel ‘buy' prospects as well.

The study is based on the opinions of over 270 international real estate professionals, including investors, developers, property company representatives, lenders, brokers and consultants.

Asia-Pacific hold up

Since the global economic meltdown, asset markets in the Asia-Pacific region have been holding up surprisingly well compared with their peers in Europe and the US. While pricing and rentals in the region fell steeply in 2008 and early 2009 in line with those in the West, markets across the region were boosted in the second half of the year by the remarkable resilience of the Chinese economy, which was buoyed by a series of fiscal and monetary stimulus measures.

As a result, many Asian markets have begun to flash positive signals toward the end of 2009. Transaction volumes have rebounded, although from a very low base, led overwhelmingly by China, the report said.

“The relatively stronger fundamentals and the lack of dependence on foreign demand are seen as key advantages as India has managed to mitigate the severe recession that has hit most other Asian countries.

“The recapitalisation by players in equity markets across Asia has been successfully replicated by some Indian developers, which has helped ease the liquidity stresses,” said Mr Gautam Mehra, India Leader for Real Estate Practice, PriceWaterhouse Coopers.

Unlike the US and Europe, distress sale in Asia had been relatively minimal. This was due to several factors, including a relative abundance of liquidity; low loan-to-value ratios, leaving borrowers less vulnerable to loan servicing problems when the prices declined, the report said.

Further, Asian banks remain well-capitalised, having experienced few major losses from derivative investments and also because of the ability of many large investment institutions to recapitalise via the capital markets, (particularly in Australia and Singapore) allowing them to pay down debt.

http://www.thehindubusinessline.com/2009/12/15/stories/2009121550300300.htm
Domestic air traffic up 29.8% in Nov

On the back of recovery in the domestic travel sector, which began since June this year, domestic carriers have reported a 29.8% increase in traffic for the month of November, compared to the same period last year. 

As per figures from the Directorate General of Civil Aviation (DGCA), the total number of domestic passengers carried by scheduled airlines of the country stood at 38.98 lakh. However, the airline traffic in November was down 1.7% compared to the passengers carried by the airlines in October this year. 

While there has been a clear recovery in demand since June this year, the robust year-on-year growth could be due to a low base effect, as demand in November 2008 was significantly weak. In line with the renewed demand, airlines have also increased their capacity, which was at its highest during November according to the DGCA figures. 

In terms of market share, the combination of Jet Airways and its low-cost brand JetLite retained the top slot with a combined market share of 27%. However, the lead domestic carrier lost around 0.7% share equally between both the brands. On the other hand, both Air India and Kingfisher Airlines increased their shares marginally. While Air India has gained 0.2% to have 18.8% share, Kingfisher had 21.1% share in November compared to 20.7% in October this year. 

Recently, Jet Airways had said that the airline has recorded a 33% increase in its domestic passenger traffic and 19% in international traffic for the month of November and flew 7.6 lakh passengers domestically and 3.2 lakh passengers on international routes. 

Nikos Kardassis, CEO, Jet Airways, had attributed the gain to the recovery in travel and to the restructuring exercise carried out by the company. 

As per DGCA figures, while Air India flew 7.34 lakh passengers, Jet Airways and JetLite together carried 10.52 lakh passengers. Kingfisher had a domestic traffic of 8.21 lakh. 

As far as the low-cost carriers are concerned, while IndiGo registered a gain in market share at 14.1% (compared to 13.6% in October), SpiceJet and GoAir lost shares marginally. At the end of November, SpiceJet had 12.2% share and GoAir had a 5.3% share. 

http://www.financialexpress.com/news/domestic-air-traffic-up-29.8-in-nov/554553/
Cashew exports likely to pick up from January on global demand

Cashew exports in the current financial year are down as compared to last year as buyers have cut down on their consumption and inventory. 

However, most traders feel that exports might pick up from January onwards as economic revival in Europe and the US will encourage major retailers to replenish their stocks. 

Global cashew trade is around 10% lower in 2009 by 10% as compared to shipments in 2008. 

According to figures from the Cashew Export Promotion Council, Indian exports are around 5% lower in volume and 7.8% down in value in April-November this year as compared to the same period last year. 

Dollar realisation is down by almost 19% in 2009-10. Unit realisation for exporting a kilogram of cashew kernel has dropped to Rs 267.93 as against Rs 275.85 during April-November of 2008-09. 

Interestingly, during the same period India has imported more raw cashew from West Africa . Imports of raw cashew are higher by 21% during the first eight months of the current fiscal. 

“Higher imports have not translated into higher inventory for the processors as shipments have come in a staggered manner. It is obvious that the cashew kernels are finding its way into the robust domestic market,” a trader from Kollam told FE. 

He added that Indian consumption could be a trigger point in global cashew trade in the coming days given the huge market size and a growing retail sector. 

Exporters who were hoping for good contracts in the last quarter of 2009 were disappointed with retailers were not covering their long positions. 

“Buyers are only buying for near contracts and waiting for a cue to enter into long contracts,” Pankaj Sampat of Samsons Trading said. 

“First quarter of 2010 will be the decisive period. If buyers feel that consumption would be back to normal level like other commodities, their demand would be significant,” he added. 

Shipments from Vietnam and India , the two largest cashew exporters, are seen lower by almost 10% during the fist ten months of 2009. 

World cashew production in 2009 was more or less unchanged compared to 2008. 

Despite fears of large drops in consumption, there are no large inventories in origins or importing countries. 

http://www.financialexpress.com/news/cashew-exports-likely-to-pick-up-from-january-on-global-demand/554524/
News Round-Up

Industry on a high 

Industrial output data for October are thus far the most positive signal of the momentum in the economy's revival. At an overall average of 10.3 per cent, Indian industry seems to have posted the best performance since early this year when output actually fell in January and continued to remain sluggish for some months thereafter. However, output started trending upwards since then responding to increased Government spending. Not surprisingly, the October data for industry rests principally on the record of manufacturing sector that posted an impressive 11 per cent growth. If such statistics are any guide at all, they certainly indicate the end of the winter for the economy.

But is spring really here? The double digit year-on-year growth for both industry as a whole and the manufacturing segment within, are the result of the base effect since the expansion in the two sectors in the corresponding month last year were at abysmal levels; just 0.1 per cent recorded by industry and a fall in manufacturing output by 0.6 per cent. Any growth from those levels would appear significant in comparison. Yet the October data suggest a positive trend as it is consistent with the expansionary process that began in June. In that sense the latest numbers do point to a trend that is encouraging. Policymakers, however, would do well to resist the temptation to raise GDP forecasts on the basis of such data largely because the statistical base effect may not correctly mirror the real growth levels. What they need to do is to look at more substantive signs of growth and those are to be found in the patterns within the components of GDP growth. With private consumption and investments falling, or stagnant at best, and exports still depressed, Government spending has bolstered demand thus far and therefore, output. But for how long can it do so? The Reserve Bank of India too has not found any significant pick up in private investments for new projects of the kind that was evident after 2002-03; a pick up in exports depends on recovery in the developed markets.

Yet manufacturing is headed for some positive changes that may tell a far more illuminating story of growth than mere data can. The Volkswagen-Suzuki tie-up benefits India immensely as will any efforts at using India's cost-effectiveness as a global or regional manufacturing hub. Fostering a policy environment that presents India as an efficient and low-cost global manufacturing hub which brings with it fresh foreign direct investments, is therefore the need of the hour.

http://www.blonnet.com/2009/12/15/stories/2009121550010800.htm
Agro-processing, textile sectors offer competitive advantage in State: Study 

In its quest to diversify its investment character from the overhang of Information Technology, the State Government has to make a mammoth effort to improve overall infrastructure, particularly in tier-II cities, to provide competitive investment opportunities with a sound eco-system.

The essence of this message in a dip-stick study carried out jointly by the Bangalore Chamber of Commerce and Industry and KPMG, among senior industry executives located across the State has identified agro-processing and textiles sectors offering considerable competitive advantage after IT and biotechnology.

The report will be presented to the State Government which is planning to hold the second Global Investors Meet in June.

“Over the years, Karnataka has created a distinct identity for itself through a well thought-out approach and investor-friendly policies.

Given these, the State is now gradually spearheading to become one of the most preferred investment destinations for investors the world over. The State has successfully created for itself an image of being the IT Powerhouse of India and is now advancing its knowledge power to other industries such as bio-technology, agro processing, textile, aeronautical engineering,” said the survey report.

The study found the State to be scoring well on the social infrastructure and provides competitive advantage in IT and biotech sectors.

Respondents from 20 companies covering IT, automotive, education, real estate and engineering, acknowledged the investor-friendly climate of the State. They, however, felt that the State needed to give priority to power and wanted more clarity in its policy on infrastructure for investment and improving social infrastructure such as education, health etc.

The respondents gave the maximum ranking to Karnataka being an attractive investment destination, which was followed by easy availability of resources such as raw materials, skilled work force and development of clusters such as IT, biotech, engineering and textiles.

http://www.blonnet.com/2009/12/16/stories/2009121651731700.htm
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