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ECONOMY WILL SOON RETURN TO 9% GROWTH PATH: FINANCE MINISTER
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The Finance Minister, Mr Pranab Mukherjee, sees strong prospects for the Indian economy getting back, in the short term, to the nine per cent average economic growth level witnessed prior to the global economic crisis of 2008. 

This expectation stems from the revival in investment and private consumption demand, impressive growth in merchandise exports since November-December 2009, favorable capital market conditions and improvement in capital flows besides manufacturing sector buoyancy reminiscent of the pre-slowdown years. 

Addressing the India Economic Summit (IES) 2010 in New Delhi, Mr Mukherjee also came up with an encouraging outlook for the Indian economy in the medium to long run. He expressed confidence that the current high economic growth would be sustained in the coming decades as advantages like demographic dividend start paying off. 

The challenge now is to find the means to cross the ‘double digit growth barrier' in the coming year or two, he noted. 

“We are seeking to make growth more broad-based and ensure that supply demand imbalances are better managed.” 

Mr Mukherjee also told the IES, comprised largely of foreign investors, that the Government was striving to improve the regulatory environment in the country. 

“As you know there are no off-the-shelf solutions available to the regulatory dilemmas facing any developing country. Each country has to chart its own path on the regulatory reform based on its native genius and the conditions on the ground. India too is striving to achieve the optimum path,” he said.  

(continued on next page)
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On financial sector reforms, Mr Mukherjee said that India has decided to set up an apex-level financial stability and development council (FSDC), with a view to strengthen and institutionalize the mechanism for maintaining financial stability.
“This council would undertake macro prudential supervision of the economy, including the functioning of large financial conglomerates, and address inter-regulatory coordination issues. It would also focus on financial literacy and financial inclusion,” he added. 
The Government has also decided to set-up a financial sector legislative reforms commission (FSLRC) to rewrite and clean up the financial sector laws and bring them in line with the requirements of the sector, Mr Mukherjee said. 
India's gross domestic product (GDP) growth had averaged close to nine per cent in the four-year period from 2004-05 to 2007-08.  Due to the global economic slowdown, the GDP growth declined to an average of seven per cent in 2008-09 and 2009-10.  (The Hindu Business Line: November 15, 2010)

INDIA'S GDP TO GROW BY 9.1 PER CENT IN 2010-11: OECD
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The Indian economy is projected to grow by 9.1 per cent in 2010-11 on the back of a strong rebound in the agricultural sector, according to a recent forecast by a Paris-based Organisation for Economic Cooperation and Development (OECD). The OECD had earlier pegged India's gross domestic product (GDP) growth at 8.3 per cent for the year ending March 31, 2011. 

The OECD growth forecast differs from the Government of India's projections for this fiscal at 8.5 per cent, due to differences in respective methodologies. While India calculates GDP by excluding indirect taxes, OECD includes these taxes for its calculation of GDP. 

One of the key observations noted was that the economy was shifting from the recovery phase to one of sustained high growth. "The Indian economy expanded very strongly in early 2010. The agricultural sector enjoyed a sharp rebound, following a return of normal rainfall patterns, while recovery in non agricultural sector continued to strengthen," OECD said. 

"As fiscal stimulus continues to be withdrawn, a pick-up in consumption spending, aided by a recovery in farm incomes, and robust business investment are expected to be the mainstays of growth," it added.  In the 2011-12 fiscal, Indian GDP is estimated to grow 8.2 per cent and by 8.5 per cent in the 2012-13 fiscal, OECD said. 

The grouping has projected that the global economy may grow by 4.6 per cent this year and to expand by 4.2 per cent in 2011.
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FII INFLOWS CROSS THE US$ 100 BILLION MARK 

The net foreign fund investments in India have crossed the US$ 100 billion mark on November 8, 2010. 

With an addition of US$ 1.6 billion, as per the data from Securities and Exchange Board of India (SEBI), the figure now stands at US$ 100.9 billion. Taking the indication from the trend of the strong inflow of foreign institutional investors (FII) money into the Indian market, it was expected that the inflows would cross this milestone before the end of 2010. 

Significantly, the net FII inflows into the market had already crossed US$ 3.5 billion, during the first eight days of the November 2010. A third of the total inflow came from the Coal India IPO.  In addition, so far this year, there has been a net FII inflow of US$ 28.3 billion, an all-time peak, as per the SEBI data. 
MANUFACTURING EXPANDS FOR THE 19TH CONSECUTIVE MONTH IN OCTOBER 2010 [image: image5.png]



India’s manufacturing sector expanded to 57.2 in October 2010 from 55.1 in the previous month, as per the latest HSBC Purchasing Manager’s Index (PMI). The index rose consecutively for the 19th month in October. The rise has mainly been attributed to a sharp rise in new business orders and accelerating output performance. 

The index is based on a survey of 500 companies. A reading above 50 indicates expansion in the sector while that below 50 shows contraction. 

Indian manufacturers also reported an increase in employment during October 2010, which was attributed to a sustained growth in output and new orders. “Growing employment suggests that domestic demand will remain robust,” said Mr. Frederic Neumann, Co-head of Asian Economics Research, HSBC. 

 “After some bouncy data in the last few months, India’s economy has picked up steam again. The manufacturing sector remains supported by strong local consumption growth,” as per Mr. Neumann. 

“Not just going by PMI, all the demand-led recovery indicators appear to be quite strong. Domestic investment, corporate sales and earnings are optimistic for industrial growth. Going forward, the trend of moderating that we have seen may get reversed,” said Ms. Rupa Rege-Nitsure, Chief Economist, Bank of Baroda. 

Furthermore, the rate of new order growth accelerated from September 2010, bulk of the new business orders came from the domestic demand. Moreover, the output expanded sharply in October 2010, reflective of a sustained increase in new orders. Finished goods stock rose marginally during the month. 
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JEWELLERY EXPORTS RISE 38% IN OCTOBER
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Gems and jewellery exports rose sharply in October on re-stocking demand from retailers in developed countries including the US and the European Union. The growth was beyond traders’ expectations as the demand recovered from last year’s low. 

Jewellery shipments were worth $2,922.58 million in October, registering a rise of 37.82 per cent as compared to $2,120.64 million in the corresponding month of the previous year, data compiled by the apex trade body the Gems & Jewellery Export Promotion Council showed. 

Mr. Rajiv Jain, chairman of the council, had estimated the jewellery demand to rise between 15-20 per cent for the current season on rising consumer and retailer demand for the upcoming festival season. 

Between April-October period of the current financial year, total exports of gems and jewellery rose 41.64 per cent in dollar terms at $21,395.13 million as compared to $15,105.77 million in the same period of the previous year. 

Overall gems and jewellery imports were at $2,300.64 million in October, up 33.60 per cent as compared to $1,722.03 million in the same period last year. Imports of rough diamonds were at $6,589.25 million  in the first seven months, rising 44.86 per cent as compared with the imports at $4,548.65 million respectively in the same period of the previous year (Business Standard: November 24, 2010)
ROAD, PORT PROJECTS GET CABINET PANEL NOD 

The bidding process for two laning of the 178-km National Highway stretch between Tindivanam and Krishnagiri can now begin with the Cabinet Committee on Infrastructure (CCI) approving the project. The project road passes through Villupuram, Tiruvannamalai and Krishnagiri districts of Tamil Nadu. 

The project will be taken up on Design, Build, Finance, Operate and Transfer (DBFOT) basis in BOT (Annuity) mode of delivery. The concession period is for 15 years including a construction period of 2 years, thus allowing 26 semi-annual annuities to be paid to the concessionaire from the date of commissioning of operations. The CCI has approved a port project to develop East Quay 1 (EQ1) berth for handling Steam Coal in the inner harbor of Visakhapatnam Port on DBFOT basis. This will be done by replacing the existing EQ1 berth and part of EQ2 berth. 

The development of the EQ 1 berth would enable the port to cater to 14 metre draft vessels and handling the steam coal with the mechanized unloading facilities. The project is to be implemented within a period of 24 months from the date of award of the concession. (The Hindu Business Line: November 26, 2010)
India News                                                                                                                   5

FDI IN RENEWABLE ENERGY SECTOR TOUCH US$ 498 MILLION IN FY '10 

Foreign Direct Investment (FDI) in renewable energy sector has witnessed an upward trend and investment in 2009-10, according to the Government. 

"The FDI in renewable sector has been growing rapidly. During 2006-07, 2007-08, 2008-09 and 2009-10, the investment to the sector was $2.11 million, $43.15 million, $85.27 million and $497.91 million respectively," according to Mr Farooq Abdullah, Union Minister for New and Renewable Energy (MNRE) in a written statement to the Upper House of Parliament (Rajya Sabha). 

He further added that wind energy is the fastest growing renewable energy sector and the FDI inflow in the sector has been increasing over the years. Mr Abdullah also said that the Ministry has announced a Generation Based Incentives (GBI) scheme for grid connected wind power projects with the objective of broadening the investors' base by attracting FDI and independent power producers. 

RENEWABLE ENERGY SECTOR TO ATTRACT MORE PRIVATE EQUITY INVESTMENTS 
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India has the macro drivers and a clear edge to be a key clean energy market for private equity investors, as per the India Infrastructure report 2010 by 3i Network - IDFC. 

Private equity investment in renewable energy sector picked up pace in the country from 2004, with Citigroup Venture Capital's $22.5 million investment in Suzlon Energy being a noteworthy deal.  According to the report, from a private equity investment of $851 million in 2005, inflows into the renewable sector in India soared to $2,136 million in 2008. 

The global meltdown in 2009 though, resulted in a sharp decline in fresh investments. 

Globally, investment in clean energy has been growing at a compounded annual rate of 36 per cent reaching about $19 billion in 2009.  Separately, a study by the Word Resources Institute recently estimated a renewable energy market of over $2 billion a year in India. 

The report by 3i Network too, outlines reasons for the large potential for clean energy investment in India. 

Private equity investors prefer to invest in models that are fundamentally cost competitive rather than those purely driven by incentives, given the lower business risks in the former. 

According to the report, India is uniquely placed on this count due to the following reasons: one, it has a large domestic market that can provide economies of scale and reduce cost by being a testing ground for technologies that are about to be commercialized. Indian market is viewed to be large, given the abundance of renewable resources, with only 14 per cent tapped so far, according to the Ministry of New and Renewable Energy. 

Two, technical competence and cost advantage (lower deployment cost) could make India a hub to supply to other global markets. The report observes that wind farm costs in India, 
(continued on next page)
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for instance, are almost half of that in Europe and the US. Except solar energy, the levelised cost of energy for all renewable technologies in India is comparable with conventional power costs. 

Independent Power Producers (IPPs) in this sector appear to provide attractive investment opportunity for private equity funds as a result of policy and regulatory developments such as generation-based tariffs, renewable energy tariffs and the national solar mission. 

The India Infrastructure report focuses on infrastructure development in a low carbon economy and covers legal, regulatory, institutional and financial issues needed to facilitate low carbon technologies.  The report has reposed faith in India's ability to adopt clean technology as it is still at an early stage of infrastructure development, which provides an opportunity to achieve a low carbon growth path going forward. 

Clean energy has received renewed focus in recent times with India and the US agreeing to set up a research and development centre for clean energy in India with an annual funding of $5 million a year for five years, with similar investment from private players as well.  (The Hindu Business Line: November 20, 2010)

NORWAY TO STEP UP SOLAR FUNDING IN INDIA 

Norway is keen to increase its investments in the Indian renewable energy sector. The Norwegian Government is in talks with the Ministry of New and Renewable Energy (MNRE) to scale up the solar village electrification projects in States such as Madhya Pradesh and Jharkhand. 

Norway and MNRE are collaborating and co-funding a solar-based rural electrification project that aims at developing sustainable and scalable business models for accelerating large-scale roll-out of community solar power plants (CSPPs) in India. 

“The solar electrification project would soon be scaled up to around 1,000 villages in Madhya Pradesh,” Mr Erik Solheim, Norway's Minister for Environment and International Development said. 

During his recent India visit, Mr Solheim held discussions with the Minister for MNRE, Dr Farooq Abdullah, on the possibility of expanding the scope of the project.  “We will take a favorable look and start the project as soon as possible” Mr Solheim said. At present, pilots of solar electrification project are being run in about 30 villages of M.P., Uttar Pradesh, Jharkhand and Jammu and Kashmir.  Most of these villages are in remote forest areas and the idea is to provide domestic lighting for these villages through a singular solar entity, Mr Solheim said. 

As part of the pilots, different models and solutions are being tested with regard to technology and local revenue models, as well as different cooperation models with local non-governmental organizations (NGOs) and entrepreneurs. 

Both Norway and MNRE are also considering setting up a 1.4 MW project involving 52 villages in Jharkhand. The proposed project of 1.4 MW would be connected to the existing grid by injecting solar power. The draft feasibility report for the Jharkhand project has already been done, sources at MNRE said. (The Hindu Business Line: November 24, 2010)
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NISSAN'S INDIAN COMPONENT SOURCING TO RISE FOUR-FOLD IN 2 YRS 
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Nissan Motor Ltd of Japan is looking at a four-fold increase in sourcing of production components from India for its global operations. 

The company would import $10 million of components in 2010 from Indian vendors. It is set to increase this to $40 million by the end of 2012, a top company official said. 

"We are presently exporting various parts from India for Nissan's global manufacturing facilities in Thailand, China and Japan. Presently, we are exporting components for our global compact car, Micra. Going forward, we will be exporting components for other models as well," Mr. Kiminobu Tokuyama, Managing Director & CEO, Nissan Motor India Pvt Ltd (NMIPL), said. 

NMIPL, which launched the petrol version of the Micra in July 2010, is sourcing 85 per cent of the components from Indian vendors. Of this, half are sourced from vendors in and around Chennai, he said. 

However, Nissan imports some components, such as the transmission and safety features, from various countries. The company is currently in talks with Indian vendors for supply of some key components that go into transmission units, said Mr. Gary Kirby, Assistant Chief Vehicle Engineer of small cars at the Nissan R&D Centre in India. 

He said Nissan was studying the possibilities of producing transmission products in India. "We have a comprehensive plan to manufacture these components in India and are talking to Indian vendors to source some of the key components like cylinder heads and blocks. In the next three to five years, these components will be manufactured in India," Mr. Kirby said. (Business Standard: November 26, 2010)

ALCATEL MAKES INDIA ITS HUB FOR MANAGED SERVICES 
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Telecom equipment maker Alcatel-Lucent (ALU) has firmed up its plans to make India its hub for managed services including an investment of $500 million over the next three years. 

Mr Ben Verwaayen, Chief Executive Officer, Alcatel-Lucent said, “As we are speaking we are on our way to making India our hub for managed services. This is the fourth pillar of our global strategy. We are building capabilities here based on some phenomenal work that has been done here itself. The joint ventures with Bharti and Reliance have given us tremendous capabilities. The movement is from network built for voice to networks to be built for IP. This transformation is happening globally and we can help in that transformation from here because of the talent base.” 

In June, ALU had said that it was looking to make this move but it was a huge decision. “I can confirm now that this decision has been taken. We are adding people, we are adding capabilities. Our R&D centre is also getting more creative work and it has much important role to play beyond India,” he added. 

(continued on next page)
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Mr Verwaayen said that he always took a long-term view which is that India is a huge market, “The market has 700 million consumers and that is such a huge market. No where else will you find such opportunities. Indian operators have done fantastic so far and now we have to get into next phase of growth. I have told my team that Indian operations have to be profitable,” he said. 

When asked as to why ALU was missing out on major 3G network contracts, Mr Verwaayen said the perception was incorrect as the company's revenues from India grew 100 per cent this year compared to last year. “In voice networks, measure of success is the number of base station but in 3G it is the total network, which has various parts to it and we are playing major role there. We are not a commodity player. We will pick and choose where we can add value to our customers.”  (The Hindu Business Line: November 17, 2010)

MAHINDRA SATYAM, MICROSOFT TIE UP FOR CENTRE OF EXCELLENCE 
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Mahindra Satyam has signed an agreement with Microsoft Corporation to set up Windows Azure Centre of Excellence (CoE) with 100 employees working on providing consultation, development and migration services to its customers. 

“To begin with, we will put the IT backbone we used for FIFA World Cup on Azure. This will be followed by other applications and solutions. It would help develop re-usable tools and scalable solutions,” Mr A.S. Murty, Chief Technology Officer (Corporate), said. 

“The centre will develop solutions around Azure and offer them on pay-per-use model. We are going to start this initiative with the sports vertical. This will later be expanded to other verticals such as banking, manufacturing and healthcare,” Mr Rajan Nagarajan, Senior Vice-President and Chief Information Officer, said. 

Mr Amitabh Srivastava, Senior Vice-President (Server and Cloud Division), of Microsoft Corporation, said the alliance would go a long way in strengthening cloud platform. While it helped IT firms reach out to their customers across the globe through data centres, Microsoft too would benefit financially.  (The Hindu Business Line: November 11, 2010)

NOTICE
The Embassy of India will be resuming the print version of the India Economic News shortly. All readers that wish to receive a hard copy of this bulletin are requested to communicate the address at which they wish to receive the bulletin. These details may be sent to: markoff@bart.nl after which they will be included in the new mailing list. 
Edited by Mr. Ashok C. Kaushik, Marketing Officer, Embassy of India, Buitenrustweg 2, 2517 KD The Hague.  Fax: 070-3462594; E-mail: markoff@bart.nl;  Web: http://www.indianembassy.nl
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