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ECONOMY GROWS AT 5.8%

India’s economy grew more than expected in the quarter which ended March, boosting the confidence of both the corporate sector and the new Government, tasked to see the country through the worst global economic crisis in six decades. 

A spending spree by the government and strong growth in agriculture and services industries helped the economy grow 5.8% year-on-year in the previous quarter, according to data released by the Central Statistical Organization. The market was expecting just over 5% growth. 

The industry now expects the economy to expand faster. “We expect a pick-up in economic activity from lower borrowing costs and higher government spending, which is feeding through the system with a lag,” said Ms. Shubhada Rao, chief economist at Yes Bank.  She said the growth trajectory was showing a degree of stability with the quarter ended December being the lowest point. 

“With the reversal of contractionary monetary policy and fiscal stimulus measures, the growth rate should now show improvement in the current fiscal,” said Mr H.P. Singhania, President of industry chamber FICCI. 

The Indian economy registered a decent 6.7% growth in the last financial year, although it missed the government forecast of a 7.1% increase. The new data also revised growth in the third quarter of last year upward to 5.8%. 

In India, sectors like construction, trade, hotels, transport and communication, financing, real estate and business services grew by over 5% in the last quarter. The overall growth got a boost from the 13% jump in the expansion of community services, 9% in transport and communications sectors, and 7.8% in financial and other services sector. (The Economic Times: June 01, 2009)
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FM SEEKS BALANCE BETWEEN GROWTH AND FISCAL DEFICIT
Finance Minister Pranab Mukherjee said that he would like to strike a balance between the imperatives for achieving higher growth and ensuring prudent fiscal management. 

“We require growth and for that we require money. If all government resources are not adequate, you have to borrow. Naturally, the fiscal deficit would increase. Therefore, we have to strike a balance between these two competing requirements — of growth and prudent fiscal management. And it will be my effort to strike this balance,” Mr. Mukherjee said. 

Dwelling on a wide range of economic policy issues, just about six weeks before he presents the regular Budget for 2009-10, Mr. Mukherjee said he was yet to complete the analysis of the impact of the series of fiscal stimulus packages that were announced in December 2008, January 2009 and finally in his Interim Budget a month later. A considered view on the need for fresh fiscal stimuli will be taken only after assessing the impact of those measures on the economy. 

Mr. Mukherjee added that all steps needed to restore the Indian economy to a higher growth trajectory would be taken. He admitted that global developments had slowed the Indian economy and their adverse impact was still visible, with the likelihood of the last financial year showing a growth rate of 6.5 to 7 per cent, against an average annual growth rate of 8.9 per cent in the previous four years. 

Mr. Mukherjee admitted that the role of the public sector was important and the inherent strength of the state-owned banks and insurance companies had helped the Indian economy weather the adverse impact of the global financial sector turmoil. Endorsing the public-private partnership model for developing infrastructure projects, he said this was the "most important mechanism" to achieve targets in the infrastructure sector. On the question of the government's policy on special economic zones, which enjoy several tax concessions, Mr. Mukherjee said those schemes had brought substantial benefits specially for exports but a few areas in these schemes could be rectified. (Business Standard: May 27, 2009)
RBI GOVERNOR SEES SIGNS OF RECOVERY
Reserve Bank of India (RBI) Governor, Mr. D Subbarao, said India’s economic recovery will be sharper and swifter than many others, once the world economy starts to recover from the global financial crisis of 2008. Some sectors of the economy have shown incipient signs of recovery, he said. 

“In my view, India’s recovery will be faster as we are backed by strong fundamentals and untapped growth potential. Our overarching policy objective is to restore the economy to a high growth path, consistent with price stability and financial stability,” he said. 

Addressing a press conference after holding the central board meeting of RBI, Mr. Subbarao clarified that the Indian economy was not constrained by demand, but by supply. Household income as a percentage of the gross domestic product (GDP) was substantially higher in India, “In my view, demand is there, but we need to invest more in infrastructure, manufacturing and services sectors to achieve rapid recovery,” he said. 

Further, Mr. Subbarao said the pace of decline in certain areas has started to moderate, with some sectors showing tentative signs of recovery. “There are incipient signs of revival of business confidence. But, these signs may have to be more widespread across indicators and more durable to draw any clear inference on the timing and pace of recovery.” 
(continued on next page)
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According to him, certain sectors like FMCG, capital goods, cement and steel are doing reasonably well. The two-wheelers and commercial vehicles sector have shown signs of recovery. The sowing of rabi (spring) crop has improved by two million hectares in the present season as against a fall of 2.4 million hectares in the kharif (autumn) season. Port traffic, freight revenues and road transport are showing improvement. And, the provisional results of 954 companies show that the growth in profit after tax in Q4 of 2008-09 is minus 2.1 per cent, as compared to minus 53.4 per cent in the third quarter, he added. 

However, he said, there are still some negative indicators. Most notably, the Index of Industrial Production (IIP) is still negative. Rural consumption demand depends on the monsoon and crop prospects and in the next few months, “we are hoping that private sector demand and investment will pick up”, he stated. 

“The balance of assessment at this stage continues to support our earlier assessment of real GDP growth of about 6 per cent for 2009-10. Once the crisis is behind us, managing inflationary expectations and unwinding the present expansionary policies will be our task and challenge.” 

“Like all emerging economies, India too has been impacted by the global financial crisis, and by much more than what was expected earlier. Short and medium term outlooks are decidedly mixed. GDP growth has moderated, reflecting decelerating production, negative export growth, dented corporate margins, slowing credit demand and diminished business confidence,” the governor said. 

However, he said, there are some strong positives that point to recovery. Inflation has declined sharply, the banking system remains sound, well-capitalized and prudently regulated. “The comfortable foreign exchange reserves should help us manage any short-term constraints in the balance of payments. Since there is no discernible “wealth loss effect”, consumption, especially rural consumption, is holding up. Because of India’s mandated priority sector lending, institutional credit for agriculture has remained unaffected,” he said. (Business Standard: May 15, 2009)

CORE SECTORS REBOUND TO A 6-MONTH GROWTH OF 2.9%

Core sector growth is back on track. The index for six core industries—crude oil, petroleum refinery products, coal, electricity, cement and finished carbon steel—has turned in a growth of 2.9% in March 2009 over March, 2008. This has been the highest growth rate in the last six months, and higher than the average of 2.7% for 2008-09 as a whole. 

Economists pointed out that a recovery might be round the corner. “These are some positive signals. Benign cues from the global economy might add to the speed of recovery. But I will wait for another couple of months before taking a call on the strength of the recovery,” said Mr. D.K. Joshi, principal economist at ratings agency CRISIL. 

The biggest surprise in the basket of core sectors was electricity generation, which touched a 13-month high and cement production surged 10.1% in March this year. Coal production grew 5.2% in the year and showed a cumulative growth of 8.1% for the fiscal year. Annual growth in finished carbon steel production contracted 2.6% in March, raising concerns. But this is expected to pick up in the coming months. According to Mr. Naveen Vohra, partner at Ernst & Young, steel consumption and production is expected to pick up. ”Demand in the auto sector has also started looking up on the back of a marginal improvement in the credit situation,” he added. The steel industry staged a smart recovery in the first three months of 2009 on account of a revival in the auto, rural infrastructure and housing sectors, and is expected to gather further momentum hereon. 

Petroleum refinery products recovered to grow 3.3% - the highest in last 5 months - while the drop in crude oil production recovered from a low of 8.1% in January to 2.3% in March. (The Economic Times: April 30, 2009)
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FDI GROWTH UP 85% IN '08, HIGHEST GLOBALLY

India achieved an 85.1% increase in foreign direct investment flows in 2008; the highest increase across all countries, even as global flows declined by 14.5%, according to the findings of the UNCTAD study - Assessing the impact of the current financial and economic crisis on global FDI flows. 

The study, which updated the assessment made by the organization in January, estimates that the FDI investments into India went up from $25.1 billion in 2007 to $ 46.5 billion in 2008 even as global flows declined from $1.9 trillion to $1.7 trillion during the period. It also cautions of a further decrease in FDI flows in 2009 as the full consequences of the crisis on transnational corporations’ (TNCs) investment expenditures continues to unfold 

India’s achievement in mobilizing FDI is significant because the inflows into the developed countries have declined by 25.3% in 2008. In contrast the overall FDI flows to developing countries increased by 7.2% in 2008. The report warns that though developing and transition economies were quite resilient in 2008, during the downturn in global foreign direct investment (FDI) flows, they will be increasingly affected in 2009 as international investment continues to decline. 

However it also noted that some large emerging economies, such as Brazil, China and India, still remain favorable locations for FDI, particularly market-seeking FDI. They maintained relatively high economic growth rates in 2008 compared with advanced economies. As prospects continue to deteriorate more markedly in developed countries, investors are likely to favor the relatively more profitable options available in the developing world. 

The fall in global FDI in 2008-2009 is the result of two major factors affecting domestic as well as international investment. First, the capability of firms to invest has been reduced by a reduction in access to financial resources, both internally - due to a decline in corporate profits - and externally - due to lower availability and higher costs of finance. Second, the propensity to invest has been diminished by negative economic prospects, especially in developed countries hit by the most severe recession of the post-war era. 

The setback in FDI has particularly affected cross-border mergers and acquisitions (M&As), the value of which was in sharp decline in 2008 and 2009 as compared to the previous year’s historic high. Practically all sectors have been affected by a decrease in cross-border M&As in 2008, with the exception of oil, mining, and agrifood businesses. (The Financial Express: May 22, 2009)
FII INVESTMENTS REACH US$ 2 BILLION-MARK

Foreign institutional investors (FIIs) have made investments of around US$ 2 billion so far in 2009, including a record single day net purchase of US$ 824.72 million, according to the latest data released by the Securities and Exchange Board of India (SEBI). 

On May 13, 2009, FIIs put in as much as US$ 824.72 million in a single day with an over US$ 403.73 million investment in shares of realty firm DLF alone. Three foreign fund houses, Deutsche Securities Mauritius, Euro Pacific Growth Fund and Copthall Mauritius had purchased a total 91.5 million shares representing 5.39% in DLF in open market transactions. 

Since the beginning of the new financial year, FIIs have started putting money in domestic stocks, including blue-chips like Housing Development Finance Corporation, private sector lender HDFC Bank and realty major DLF. 
In May alone, FIIs made gross purchases of equities worth US$ 5.63 billion and sold (continued on next page)
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shares of US$ 3.7 billion, resulting in a net investment of US$ 1.94 billion, as per the data available with SEBI. 

"FIIs have been in the buying mode for the last couple of months and after their initial sell-off in early 2009, have turned net buyers of Indian equities year-to-date. Positive trend is likely to continue well into FY'10," said Hitesh Agrawal, Head of Research, Angel Broking.

MANUFACTURING SECTOR SHOWS REVIVAL SIGNS: CII SURVEY
A survey undertaken by the Confederation of Indian Industry (CII) an industry body has revealed a higher percentage of firms reporting positive growth in sales in the three month period ending March 2009, compared with the immediately preceding quarter (October-December 2008). 

The survey stated that 70 per cent of the firms surveyed reported growth in the period January-March 2009, compared with 66.67 per cent of companies in the period ending December 2008. 

This, according to CII, shows signs of marginal recovery with a few sectors moving from negative growth to moderate growth. “While on a yearly basis the manufacturing sector has slowed down, there are some green shoots from a few sectors that have demonstrated a marginal pickup during the second half of 2008-09 when compared with the first half. These demonstrate a cautious optimism on signs of recovery,” said Mr. Chandrajit Banerjee, Director General of CII. 

In a survey carried out by the CII covering companies and associations that contribute around 65 per cent of the total industry output, high growth (between 10-20 per cent) was reported by 18.75 per cent of the 80 sectors for April-March 2009 as against 30.7 per cent in April-March 2008. 

The sectors that moved from negative growth group to moderate growth group between the third and fourth quarter of 2008-09 are fertilizers, LDPE, HDPE, pig iron, steel and mopeds, while vanaspati (vegetable oil) sector moved from moderate group to high growth group during this period. (Business Standard: May 11, 2009)
INDIA INC CONFIDENT OF WEATHERING SLOWDOWN

India Inc is confident that it can weather the slowdown, going by the findings of a recent survey by Ernst & Young (E&Y), titled ‘Opportunities in Adversity: India Inc’s response to the financial downturn’. 

E&Y prepared this report based on the collective views of 121 leading finance professionals it interviewed for this exercise. They were from diverse fields such as IT, consumer goods, real-estate, automotive, pharma/healthcare, media & entertainment etc. 

Only 25 per cent of respondents reported a “high” impact of the slowdown, with the balance experiencing either “low” or “medium”. Similarly, 42 per cent said they would achieve 90 per cent of their targets for FY09, while 43 per cent put this at the 70-90 per cent range. Only 15 per cent believed that they would not attain over 70 per cent of the target. 

As for the outlook this year, 46 per cent of the respondents indicated that they would achieve at least 10 per cent growth for the period ended 2010 while 65 per cent said they expected the slowdown to continue for at least two years longer. A third of the sample (27 per cent) said it would last 6-12 months. Nearly three-fourth (72 per cent) of the respondents said they faced increasing pricing pressure from customers while 66 per cent indicated that there had been a slowdown in order bookings. 

About 85 per cent said that cost reduction was top priority while 71 per cent had shifted focus from growth to preserving cash. (continued on next page)
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On managing people costs, 69 per cent of the respondents laid “high” emphasis on rightsizing (not to be read as layoffs), such as redeployment, workforce sharing, etc, while 61 per cent indicated a “high” possibility of a hiring freeze. 

According to the survey, while companies are exploring the option of containing manpower costs, this poses a severe threat of an adverse impact on the motivation levels of organizations’ critical talent as well as their retention. The need is to sharpen the linkage between individual performance and variable pay. 

It is interesting to note that 61 per cent of respondents gave “low” preference to reducing or eliminating training and other costs related with employee programmes. (The Hindu Business Line: May 05, 2009)
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CEMENT SECTOR ON STEADY GROWTH PATH: INDUSTRY BODY
The economic slowdown and slump in the housing sector notwithstanding, the cement sector continues to be steady with another 50 million tonne capacity to be added this year, industry body Cement Manufacturers’ Association (CMA) has said. The demand for cement has not come down. However, it remains to be seen what infrastructure policies are pursued after a new government takes over, CMA President H M Bangur said on the sidelines of a conference. 

The two-day event, Green Cementech 2009, was organized to discuss steps to make Indian cement plants world class. If the country’s GDP grows at 7%, the cement industry is expected to expand by 9% to 10%, he said. About the realty sector, Bangur said, “When we say housing, we think about urban housing and real estate developers as the face of the industry. But they (developers) constitute only 5% of the cement demand. In rural and semi-urban areas, where land is comparatively cheaper, construction activity has picked up.” 

INDIA THIRD BEST PLACE TO BE IN TIMES OF RECESSION: SURVEY

India is the third best country holding promise of overcoming the global economic crisis, according to the Servcorp International Business Confidence Survey conducted across the global business community. The survey was held during two weeks of April 2009 to assess the current business scenario and morale and the impact of the economic slowdown. About 7,500 international business people from over 24 nations were asked to identify the nations they believed were amongst the best surviving the crisis. 

India is ranked along with Singapore at the third best place to be in such recessionary times, following Australia at the first place and China at the second. Almost 21 among the 36 listed countries are developing and emerging nations, which have emerged favourites among international businessmen as places which are best placed to tide over the recession. 

According to analysts’ forecast, India's annual expansion for the full 2008-09 year at is expected to be at 6.5 per cent and much better when compared to other major developed economies. Finance Minister Pranab Mukherjee too has reiterated that India's growth could be close to 7 per cent in 2008-09 and his priority was to upgrade the economy to a higher trajectory. 

FDA'S TAMIFLU MOVE TO SPUR GENERICS MARKET

The recent US FDA decision to issue an emergency use authorization (EUA) for Tamiflu (generic Oseltamivir) as a drug for the swine flu virus outbreak has come as a further boost to Indian generics companies Cipla and Hetero Drugs, firms that manufacture Oseltamivir in India. Tamiflu and GSK’s Relenza (Zanamivir) are the (continued on next page)
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only available options for pandemic flu management. Globally, Tamiflu sales stood at $564 million in 2008, much lower than 2007 sales of $1.7 billion, owing to the bird flu outbreak. 

With swine flu deaths rising to 159 in Mexico and the first confirmed death outside that country reported in the US, there is a global alert against the disease. Indian health authorities, for instance, have already said they will double the stock pile of Tamiflu to counter any emergency that might arise. 

Prior to the US FDA notification there was a lack of clarity on the use of Oseltamivir, an avian influenza drug, for diseases such as swine flu. Cipla, which is capable of supplying 1.5 million tablets of the drug, claims to sell the drug at a rate of $1 per capsule against the rate of $6 per capsule at which MNCs are selling the drug. 
Mr. Srinivas Reddy, Director - Marketing, Hetero Drugs, said, “We have a high hand over any other generics company in India as we are the licensee of Roche. The efficacy of the drug we are supplying is clinically proved. We are maintaining a minimum quantity of Oseltamivir for emergency requirement irrespective of the orders we receive. We can supply a quantity of 40 million capsules in a span of 3-4 weeks. Also, we have a monthly capacity of 80 million capsules.” (The Financial Express: April 30, 2009)
JUBILANT SIGNS RESEARCH PACT WITH ASTRAZENECA

Jubilant Biosys Ltd, the Bangalore-based subsidiary of Jubilant Organosys Ltd, has signed a research collaboration agreement with US major AstraZeneca, focusing on delivering novel drugs into the international pharmaceutical company’s pre-clinical pipeline. Under the shared risk-reward collaboration, which will initially focus on the neuroscience area, Jubilant aims to deliver a steady stream of discovery programs to AstraZeneca. 

AstraZeneca will own the compounds developed under the collaboration with worldwide development and commercialization rights. Jubilant will be eligible to receive research funding spanning an initial five-year period. In addition, AstraZeneca will also pay Jubilant success-based development milestones, as well as royalties based on successful commercialization worldwide of any of the compounds, a company statement said. 

Shyam S Bhartia, CMD of Jubilant Organosys, said, “We are very pleased to partner with AstraZeneca. This collaboration will leverage the innovative capabilities of AstraZeneca and Jubilant Biosys in providing a robust global drug discovery model. Through this partnership, Jubilant is confident of contributing to AstraZeneca’s pre-clinical portfolio and anticipates significant rewards from successful downstream milestones. This partnership furthers Jubilant’s strategy to be India’s largest provider of innovative and integrated pharmaceutical solutions, enabling the global pharmaceutical industry’s quest to discover affordable innovative medicines.” 

Jan Lundberg, executive vice president, global discovery, AstraZeneca says, "This collaboration complements our internal capabilities and increases the capacity of our pre-clinical programs. It is a concrete example of the innovative approaches we are taking to deliver a sustainable discovery pipeline with a lean and agile organization.” (The Financial Express: May 06, 2009)
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INDIAN MANUFACTURERS EYE US, EUROPE FOR ELECTRIC VEHICLES

Bangalore-based Reva Electric Car Company (RECC), two-wheeler maker Bajaj Auto and Tata Motors are finalizing plans to launch electric vehicles in Europe and the US to take advantage of subsidies these countries are offering as part of their environmental agendas. 

Tata Motors will launch the electric version of the Indica Vista in Norway this year and RECC, which has been exporting its electric cars to Europe since 2004, is in talks to set up a factory in the US. Meanwhile, Pune-based Bajaj Auto has tied up with European two-wheeler maker KTM (of which it owns 31 per cent) to launch a range of electric vehicles. 

RECC, which is a joint venture between the Maini Group and US-based AEV, has so far exported around 1,500 electric cars to Norway, Germany, Switzerland and the UK. “About five months ago, we would not have considered the US market. Now with President Obama’s pledge to have one million electric vehicles on American roads by 2015, there’s a huge opportunity out there,” said Mr. Chetan Maini, Deputy Chairman & CTO, RECC. (Business Standard: May 01, 2009)
BHEL ANNOUNCES MAJOR EXPANSION PLANS

Bharat Heavy Electricals Ltd (BHEL), the country’s major power equipment maker, on May 5, 2009, announced its plans to invest US$ 2.42 billion over the next four years to scale up both equity in various power projects and its capacity to support the generation of about 20,000 MW. "We want to ramp up our capacity, (and) by 2011 we plan to become a 20,000 MW company. Besides we also plan to pick up a 26 per cent stake in more power plants... In all we have plans to invest about US$ 2.42 billion in the next four years," said the Chairman & Managing Director of BHEL, Mr. K Ravi Kumar. 

He further revealed that the plans would be funded through internal accruals as BHEL has heavy cash reserves. Of BHEL's current manufacturing capacity to support power generation of 10,000 MW, almost 2,500 MW is generated through hydro electricity production, 500 MW through captive power plants for the industrial sector, 1000 MW through exports and about 6000 MW through the upcoming power plants. 

By the end of 2009-10, the company expects to have equipment for generating 15,000 MW in place. Further, according to Kumar, currently BHEL is operating at more than 100 per cent capacity and ends up supplying equipment to generate 11,500 MW. 

GLOBAL INVESTORS KEEN ON INDIAN E&P SECTOR

Despite global recessionary trends, India’s exploration and production (E&P) sector continues to attract global investors’ attention. So far oil and gas majors such as BHP Billiton, Noble, Anadarko, Samsung have expressed their desire to participate in the eighth round of New Exploration Licensing Policy (Nelp-VIII) wherein the Government of India is offering the highest ever number of 70 exploration blocks covering an area of about 163,535 Sq Km. 

Sources at the Petroleum Ministry and the Directorate General of India (DGH) of Hydrocarbons said “These cash rich companies see huge untapped potential in E&P sector in India and they find the work programme offered in the proposed Nelp- VIII quite compatible.” (The Financial Express: May 11, 2009)
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INDIA'S 2ND-LARGEST CDMA MARKET

India has become only the second country in the world to have more than 100 million CDMA-based (code division multiple access) mobile phone subscribers after the US, which has 157 million CDMA users, according to an industry body. 

While India overtook China to become the second-largest CDMA market, the country’s leading service provider Reliance Communications (RCOM) has become the second-largest CDMA service provider behind the USA’s Verizon Wireless, the CDMA Development Group (CDG) said. Tata Teleservices is ranked fourth in the list of top global players, behind China Telecom. 

It took CDMA, which competes with the GSM (global system of mobile communication) platform globally, six-and-a-half years to reach the 100 million mark in India after being introduced in December 2002. GSM is much more popular, accounting for 80% of the global market, according to its promoter GSM Association. While there are 475 million CDMA users in the world, GSM standard is being used by over three billion people. In India, the GSM user base is close to 300 million. 

CDG executive director Perry LaForge attributed the rapid growth of CDMA users in India to a wide selection of affordable devices and technologies offering CDMA voice and data services in urban and rural areas. “CDMA allows a rich telecom experience, especially on the data side, and we are confident that experience will only get better, especially as 3G arrives and we are able to unleash the full potential of applications and services,” Tata Tele MD Mr. Anil Sardana said. 

In March 2009, both RCOM and Tata Teleservices launched high-speed mobile broadband services. “As we look to the next 100 million subscribers, CDMA mobile broadband is already satisfying the demand for affordable high-speed wireless data services while CDG initiatives will further increase the selection of CDMA voice and data devices,” Mr LaForge said. (The Economic Times: May 29, 2009) 
INDIA TO HAVE 500-MN MOBILE USERS BY 2012
India will have 500 million mobile users by 2012 as telecom operators will look to tap the unexploited rural markets, the Mobile Marketing Association (MMA) has said.

"Over 380 million people in the country now own mobile phones, which is a significant opportunity for operators. The number of mobile subscribers in India will touch 500 million by 2012, with growth in the rural markets," Mobile Marketing Association (MMA) Managing Director - Asia Pacific, Mr. Rohit Dadwal said.

Mr. Dadwal said there is immense scope for revenue generation in the mobile marketing and advertising segment. "The global spend on marketing and advertising amounts to $500 billion, of which less than one per cent is spent on mobile marketing and advertising," Dadwal said. "The Indian mobile market is growing at a staggering rate. Going forward, if India accounts for just 2-3 per cent of this $500 billion, it can translate into business worth $10-20 billion," he said.

9 MN NEW GSM SUBSCRIBERS IN APRIL

The country added a total of nearly 9 million GSM subscribers during the month of April taking the total GSM subscriber base to 297 million, a growth of 3.11% over the additions made the previous month. The figures, however, do not include the GSM subscriber additions made by Reliance Telecom. (The Financial Express: May 14, 2009)
10                                                                                                                                          India News

ROBUST GROWTH SEEN IN INDIAN AVIATION SUPPLIES MARKET
India's civil aviation suppliers market, including components and maintenance, is seen growing annually at 16.1 per cent over the next five years to top $3.89 billion, says a new research by a global consultancy. 

"Low manufacturing and labor costs are expected to boost outsourcing to India. Labour costs in India are relatively lower compared to the western countries," says the Frost and Sullivan study, listing the reasons for the projection.  "India also enjoys a geographical advantage over other countries that enables it to cater to the demands of countries in South Asia as well as the Middle East. The offsets policy of the government can help India attract significant investment." 

The three segments covered in the research, namely component suppliers, design suppliers, and maintenance, repair and overhaul operations, earned revenues to the tune of $1.36 billion in 2007, says the study.  "The recent opening of the market to private participation and India's ability to attract foreign direct investment has been the main driver in the market expansion," says Frost and Sullivan financial analyst Mr. R. Madusudanan.  "Indian participants can leverage on the advantages of lower labour costs and strategic location to make India an export hub." 

Statistics available with India's aviation regulator says there are over 1,400 aircraft and helicopters in the non-military space, including those owned by scheduled carriers and private companies. 

TUTICORIN PORT TO INVEST RS 7000 MLN FOR COAL HANDLING FACILITIES
The Tuticorin Port will develop coal handling facilities for state-run Neyveli Lignite Corporation (NLC) and Coastal Energy Company with a combined investment of around US $ 148 mln. 

Tuticorin Port Trust chairman Mr. G.J.  Rao said the NLC facility would come up at the North Cargo berth and have a capacity of 5 million tonnes a year. The port has already floated a tender for developing the facility. 
The proposed investment in the facility would be around US $ 80 mln, which will be made by the corporation. 

The imported thermal coal is meant for the upcoming $ 1120.77 mln, 1,000 mega watt power plant of NLC in Tuticorin. Both, power plant and coal handling facility are expected to commence operation by mid -2011, said Rao. 

For Coastal Energy, the port would invite request for qualification (RFQ) on June 30. Coastal Energy is planning to set up a 250 Mw coal-based power plant with an investment of around $. 274.47 mln. The handling facility, also with around $ 80 mln investment, would become operational by mid-2012 and handle 5 million tonnes of coal a year. 

The port, located at the southern tip of the country, handled 5.5 million tonnes of thermal coal and 2.1 million tonnes of industrial coal in 2009-10. To attract industrial coal traffic, it recently announced a 30 per cent reduction in tariff. 

Rao said the coal traffic would remain at the same level in 2009-10 but was expected to increase three-fold from 2011-12 on the back of a few power projects, which are likely to commence operations in 2011-12. 

Besides, the port has received expression of interest from two companies — Madras Cements and Dubai-based Coal and Oil Company — for the development of its proposed $ 274.47 mlnpower plant at Hare Island in Tuticorin. It is now in the process of creating a detailed project report for the project. (Business Standard: May 25, 2009)
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BMW INDIA TO LAUNCH ROADSTER Z4 SPORTS CAR
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BMW India, the fully-owned subsidiary of the world’s largest premium car maker BMW Group, will launch its two-seater Roadster Z4 sports car in India in the second half of 2009 and will add 10 dealers in tier-II cities such as Coimbatore, Jaipur, Lucknow and Ludhiana, as its India sales have exceeded expectations, said a top company executive. 

“We grew 15% in the first quarter of 2009 and surpassed Mercedes Benz in the sales tally,” said BMW India president Mr. Peter Kronschnabl. Mercedes Benz has been the leader in India’s luxury car market for more than decade, but BMW surpassed it by selling 992 cars in the first quarter this year. The luxury car maker will now launch three new cars in India to keep pace with the growth momentum. 

 “We are looking at incremental sales from untapped cities. Already, Ludhiana and Coimbatore are giving us sizable sales and we expect similar numbers from other tier-II cities,” said Mr Kronschnabl. BMW India will also double its presence in Delhi, its biggest market, by adding two showrooms in Gurgaon and West Delhi to take the total number of dealers to 24 by the end-year. 

Its premium car rivals Mercedes Benz launched the new M-Class SUV and the C-Class, while the third largest player, Audi, had launched the new A4, A6 and Q7 in India this year. With sales growth of 22% in the Financial Year 2008-09, luxury cars remained the fastest growing segment. (The Economic Times: May 04, 2009)

INDIA PROJECTS HIGH PRIORITY: ARCELORMITTAL

ArcelorMittal’s India plans may not have escaped the effects of the global economic crisis, but India is top priority among all its Greenfield projects. 

“We continue to believe in growth, even if with minor delays. Our proposed India projects are at the very top of the priority list,” said the Luxembourg-based company’s spokesperson. 
The India operations CEO, Mr Vijay Kumar Bhatnagar, recently designated CEO of ArcelorMittal China, had said that the $20-billion steel projects in Jharkand and Orissa have been delayed by two years. In Jharkhand, the company has received the Government’s commitment for land and a license for an iron ore mine in Karampada. Progress in Orissa, where plans include a 12 million-tonne-per-annum steel plant and 1,500-MW captive power plant have, however, been slower. 
The spokesperson said that ArcelorMittal is committed to both projects. ArcelorMittal sees a huge potential in India where the per capita consumption of steel is at 45 kg compared to the average 400 kg consumed in Europe, and economic growth is at 6.3%. 

This is even while the world’s largest steel maker has reduced production by 45% in the US and Europe. Pre-downturn, it had a growth plan totaling 27 million tonnes of steel and 30-45 million tonnes of more iron ore production. “Demand hasn’t dropped by 45%, it is simply a question of clearing inventory,” said the spokesperson. (The Hindu Business Line: April 28, 2009)

ROYAL PHILIPS PLANS TO MAKE INDIA ITS MANUFACTURING HUB

Royal Philips Electronics, Europe’s biggest consumer electronics group, plans to make India a hub for developing and manufacturing products for global markets and sourcing components across its core areas of lifestyle, healthcare and lighting, a top company executive said.
“India is much less affected (by the global slowdown) than other global markets and represents a huge opportunity to not only grow sales in India, but even (continued on next page)
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develop products and manufacture them for our global consumers,” Mr. Gottfried Dutine, Board Member and Executive Vice-President at the Dutch-based Philips, said.  The group’s global management is evolving a long-term plan, running until 2015, to invest in and grow its Indian business, he added. 

Philips’ Finance Chief Mr. Pierre-Jean Sivignon recently told analysts that two key emerging markets — Brazil and India — had performed better than mature markets with just a tiny mid-single digit drop in sales. Sales were shored up by good performance in the healthcare businesses in these markets. Clearly, Philips, which has reduced to a minor player in the Indian consumer electronics market, currently dominated by Korean companies LG and Samsung, is looking for an image makeover in India. 

“We recently felt the need to give special attention to big emerging markets like India, China and Brazil. We are now taking a fresh look to emerge as a differentiated player across our businesses,” Mr Dutine said. 

The game plan is to drift away from cluttered segments like TV and audio. “By 2015, we wish to transform Philips’ image in India from a pure consumer electronics brand to a health and well-being company,” Philips Electronics India MD and CEO Mr. Murali Sivaraman said. “We are now much less a TV company.” Mr Dutine said. “In the consumer space, Philips will focus more on products built around nutrition, beauty, mother and childcare,” he added. 

Philips recently made an inroad into the home healthcare segment in India with products for obstructive sleep apnea and respiratory care. The company plans to expand the home healthcare portfolio. 

Last year, Philips acquired two healthcare companies in India, Meditronics and Alpha X-Ray, to develop a manufacturing base. “We are scanning the market for more such acquisitions,” Mr Dutine said. “We have very good cash flow and finance will not be a constraint,” he added. 

Philips recently set up a global development centre for lighting in Noida which employs 35-40 engineers. The Philips Innovation Campus in Bangalore also delivers 20% of embedded software globally, Mr Sivaraman said. At a macro level, Philips is looking to grow its Indian revenues at twice the country’s GDP growth rate. (The Economic Times: May 08, 2009)

APOLLO ACQUIRES DUTCH TYRE MAKER VREDESTEIN BANDEN
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India's largest tyre maker Apollo Tyres has acquired Dutch tyre maker Vredestein Banden for an undisclosed sum, gaining a foothold in the lucrative European tyre market and raising its annual turnover by a quarter. Vredestein Banden, with estimated annual revenues of 300 million euro, was a subsidiary of Russia’s largest tyre manufacturer Amtel-Vredestein, which went bankrupt last month. 

“This strategic acquisition will bolster Apollo’s plans for its European customers. We have acquired one of the most profitable tyre makers in Europe, and will get direct access to Vredestein’s large market in Europe,” said Delhi-based Apollo Tyres’ Chairman and Managing Director Mr. Onkar S Kanwar. 

Mr Kanwar also said Apollo has deferred its plan to set up a Greenfield plant in Hungary with a proposed investment of 200 million euros to produce 700,000 tyres a year. This is due to land acquisition problems in the East European country. Instead, it will now concentrate on consolidating operations in Holland. Vredestein is Apollo’s second international acquisition. (The Economic Times: May 19, 2009) 
Edited by Mr. Ashok C. Kaushik, Marketing Officer, Embassy of India, Buitenrustweg 2, 2517 KD The Hague. 
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