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The Embassy of India wishes all the readers of the India Economic News and their families a happy, healthy and prosperous 2011. We look forward to a successful and constructive collaboration with all in the coming year. 
FITCH REVISES INDIA'S GROWTH TO 8.7 PER CENT FOR 2010-11

The forecast for the country’s economic expansion has been revised upwards to 8.7 per cent for 2010-11 from 8.5 per cent earlier by the leading global rating agency, Fitch Ratings. 
"We revise upwards our forecast for India's GDP growth to 8.7 per cent for the financial year ending March 2011 from 8.5 per cent, as economic activity has proved more buoyant than previously expected," said Fitch in its latest quarterly review 'Global Economic Outlook' which was released in London. 

The report further highlighted that a breakdown of gross domestic product (GDP) numbers by expenditure shows that India's economic activity remains broad-based, with both private and public sector consumption, fixed investment and exports all registering high single-digit growth. 

Furthermore, the economy registered a healthy 8.8 per cent growth in the first quarter of 2010-11 and fared still better in the second quarter, recording 8.9 per cent on the back of strong growth in manufacturing and a massive improvement in the farm sector. 
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MANUFACTURING SHOWS HIGH GROWTH: CII-ASCON SURVEY

Around 50 segments in the manufacturing sector grew by 39 per cent, entering the 'excellent growth' category, during April-December 2010-11, according to a survey by the Confederation of Indian Industry (CII) and ASCON. The survey covered 127 segments. Sectors that showed over 20 per cent growth were categorised under the ‘excellent category’, while those registering 10-20 per cent expansion are considered the ‘high’ performance category. 

Segments in the excellent category included air conditioners, natural gas, tractors, nitrogen fertilisers, ball bearings, electrical and cable wires, auto components, construction equipment, electric fans and tyre industry. 

Further, 22 segments made it to the ‘high growth’ category, registering a growth of 17.3 per cent during the first nine months of the current fiscal. Industries such as utility vehicles, crude oil, power transformers, energy meters, alcoholic beverages and textile machinery have registered around 10-20 per cent growth. 

“The performance of the industry confirms improvement during April-December 2010 compared to the corresponding period of the previous year,” the chamber said. 

CONSUMER DURABLE FIRMS STEP UP INVESTMENTS 

Consumer durable companies are stepping up investments in production and distribution to cash in on the demand the industry is witnessing. 

According to a recent report by research agency Crisil, the $ 5.54 billion consumer durable industry is slated to grow at a rate of 17-18 per cent over the next five years, to reach $ 13.3 billion. 
The festive period, stretching from July to November, has been a good one for most consumer durable companies. Sales growth was in excess of 30 per cent compared to last year when it was just half of that.  According to industry estimates, investment, close to $ 1 billion will be made in the next few years in production and distribution alone with an objective to meet the growing demand. 

Companies at the fore front of this investment exercise include the Korean Chaebols LG and Samsung, Japanese major Panasonic and Indian companies such as Onida, Godrej Appliances, Videocon, Voltas, Blue Star, Bajaj Electricals and Havells. (Business Standard: December 09, 2010)
GSM TELECOM OPERATORS ADD 17.45 MILLION NEW SUBSCRIBERS

The global system for mobile communications (GSM) telecom operators added 17.45 million new subscribers in November 2010, as per data released by the Cellular Operators Association of India (COAI). The all-India GSM cellular subscriber base stood at 526.18 million in November 2010, as compared to 508.72 million at the end of October 2010.  

(continued on next page)
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Bharti Airtel added 3.10 million new users in the month – taking its total subscriber base to 149.39 million – garnering a market share of 28.39 per cent as of the end of November 2010. Vodafone Essar expanded its subscriber base by 3.12 million during the month. By the end of November 2010, the company had 121.16 million subscribers. 

Idea Cellular added 2.80 million users to take its total user base to 78.82 million, while Aircel added 1.21 million customers to take its subscriber base to 48.73 million at the end of the reporting month. 

Meanwhile, state-run telecom firms BSNL and MTNL added 3.01 million and 37,110 new users, respectively. The subscriber base for BSNL and MTNL stood at 78.19 million and 5.09 million, respectively, at the end of November 2010. 

INDIA INC RECORDED US$ 55 BILLION M&A DEALS SO FAR IN 2010

India Inc recorded mergers and acquisitions (M&A) deals worth US$ 55 billion so far in 2010, including a record number of billion-dollar transactions. 

The total deal value surpassed the previous record set in 2007 and big-ticket deals made a comeback as corporate India regained its deal-making appetite with more than US$ 9 billion deals, the highest-ever in a single year.  "Indian companies are ready to pay what they perceive to be the right valuation. They are not just hunting for bargain buys, but they would take advantage of the economic slowdown and the fact that many loss-making companies in developed markets are looking to sell out," according to Mr. Freny Patel, Associate Editor, DealReporter (part of Mergermarket Group), Asia-Pacific. 

The M&A deals showcased the high global ambitions set up by India Inc who acquired foreign assets worth US$ 27.25 billion with a view to expand their market share. "There have been acquisitions in South America, Europe, Australia, Singapore, etc, for some time now. More recently, there is a lot of interest in developing economies in Africa, Indonesia, Malaysia, etc," according to Mr. C G Srividya, Specialist Advisory Services Partner, Grant Thornton India. 
So far in 2010 (till December 15), the total deal announced value amounted to US$ 54.6 billion, significantly more than the previous high of US$ 42 billion achieved in 2007, according to research firm VCCEdge. 

FII INFLOWS TOUCH RECORD $39BN IN 2010 [image: image2.png]



Mirroring their faith in the Indian economy, overseas funds have infused a staggering $4.78 billion in the capital market in November, taking the year-to-date total to $39 billion. With an investment of $4.78 billion in November, the total inflows of foreign institutional investors (FIIs) so far in 2010 have crossed the record $38.76-billion mark. According to data available with Sebi, FIIs have made investments worth $4.11 billion in equities and poured $667.71 million into the debt market. According to analysts, FIIs have been pumping funds into emerging markets like India because of growth potential. (Times of India: December 02, 2010)
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PE INVESTMENTS MAY CROSS US$ 7 BILLION IN 2010 
India is expected to receive more than US$ 7 billion in private equity (PE) investments in 2010, on the back of robust economic growth, according to Ernst & Young (E&Y), a global consultancy firm.

“PE investments are expected to touch $6.5 billion in 2010, up from $3.5 billion in 2009,” stated Mr. Mayank Rastogi, Partner (Private Equity), E&Y. He further said, “This number may well cross the $7-billion-mark if some of the large-ticket deals, which are currently in works, get announced in the last week of December.” 

Further, sectors such as power and transportation, consumer and branded products, infrastructure ancillaries, education and financial services, and healthcare are likely to witness increased PE activity in 2011. 

INFRASTRUCTURE INVESTMENT TO REACH US$ 1,025 BILLION

The projected investment in the infrastructure sector is expected to double to US$ 1,025 billion in the (2007-2012), wherein the private companies are likely to contribute around 50 per cent, according to the Planning Commission. 

Further, private companies are estimated to contribute 36 per cent or around US$ 186 billion to the infrastructure investment by the end of the 2007-2012 Plan, registering an increase of 25 per cent from the 2002-2007 Plan. 

Several initiatives by the Indian government that created opportunities for the private players to invest into the infrastructure sector include provision of incentives and tax holidays, introduction of sector specific policies, permission of 100 per cent foreign direct investment (FDI) in infrastructure sector and public-private partnership (PPP) approach. The government has also announced various policies in core sectors providing a blueprint for the development of the sector. 

The county is expected to require investments worth around US$ 1 trillion in the sector during 2010-2019, with roads needing US$ 427 billion, power US$ 288 billion and railways US$ 281 billion, as per Goldman Sachs, a global investment banking and securities firm. 

INDIANS MAY INVEST OVER $1BN ABROAD THIS FISCAL

Overseas investments by individuals appear set to cross the $1-billion mark during the current financial year as Indians are back to investing in equities and property, besides remitting more money as gifts and for maintenance of close relatives. 

During the first six months of the current financial year, overseas remittance by individuals went up by over 18% to around $565 million, compared to $477 million during April-September 2009. The money was remitted under the liberalized remittance scheme (LRS), which permits people to spend up to $200,000 annually without prior permission from the Reserve Bank of India. 
(continued on next page)
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The trend for the first half of this year shows the dynamics of the economic environment following the global financial crisis. For instance, at a time when interest rates are lower in advanced economies, Indians have seen their investment in this instrument decline by around 20% to $12 million during April-September this year. And, probably taking advantage of the revival in stock market sentiments, they have increased their exposure to overseas debt and equity instruments by 44% to $112.7 million during the period. Similarly, there seems to be some value buying in the real estate segment with property purchases rising by over 47%. 

At the same time, there is a big jump in money sent abroad for maintenance of close relatives with the amount more than doubling from $63 million in the first half of the last financial year to around $146 million in April-September this year. 

Similarly, more money was sent in the form of gifts though there has been a decline in the amount remitted on overseas education and medical treatment.  
(The Economic Times: December 15, 2010)
IT SERVICES SECTOR TO TOUCH $70 BN THIS YEAR: NASSCOM

The information technology and services sector is to reach around $70 billion by the end of current fiscal year, an increase of 41.5 per cent compared to last year, when it stood at $49.7 billion. 

Nasscom President Mr. Som Mittal said the growth rate exceeded industry's expectation and the top IT companies reported around 20 per cent growth during the first half of the year. 
“The growth is due to the improved performance in the banking and financial services segment and the exports to US. We are looking to the third quarter results to confirm this,” he said. 

The industry is expected to reach $225 billion by the year 2020.  The engineering service industry has also seen a tremendous growth, reaching $10 billion market, he added. 

“Going forward, we expect around 80 per cent of the opportunities would come from unexplored segments, including the new customers and new verticals which may also bring up challenges,” said Mr. Mittal. (Business Standard: December 06, 2010)
DOMESTIC AIR TRAFFIC RECORDS 25 PER CENT YEAR ON YEAR GROWTH

The Indian aviation industry has reported 25 per cent increase on a year-on-year basis in passengers flown in November 2010, according to the latest data released by the Directorate-General of Civil Aviation (DGCA). Seven domestic airlines flew 4,875,000 passengers in November 2010. It is the highest carriage recorded during a single month in 2010. 
The Delhi-based, IndiGo, recorded the best performance carrying 843,000 passengers in November 2010 and almost 300,000 more passengers than in the corresponding period in the 2009. Jet Airways and SpiceJet each carried 173,000 more passengers compared to November 2009. 
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PASSENGER CAR SALES GREW BY 20.79 PER CENT IN NOVEMBER 2010

The domestic passenger car sales grew by 20.79 per cent to 161,497 units in November 2010 as compared to 133,703 units in the same month in 2009. 

The sales of motorcycles in the country during the month grew by 15.61 per cent to 710,182 units from 614,274 units in the corresponding month in 2009, according to the latest figures released by the Society of Indian Automobile Manufacturers (SIAM). 

Similarly, the two-wheeler sales in November 2010 grew by 17.68 per cent to 930,370 units from 790,613 units in November 2009. Furthermore, the sales of commercial vehicles increased by 18.26 per cent to 48,314 units in November 2010 from 40,855 units in the year-ago period, as per SIAM. 

The total sale of vehicles across categories has registered a growth of 17.81 per cent to 1,221,981 units in November 2010 as against 1,037,232 units in the same month in 2009, as per SIAM. 

FIRST HEALTHCARE SEZ TO GO ONSTREAM IN JAN 2011

Frontier Mediville, first healthcare special economic zone (SEZ) in the country, which is being set up Frontier Lifeline Hospital, go on stream in January 2011. The first phase of the project, with an investment of around $ 44.4 million, will come up at Elavoor, near Chennai. 

Total investment to develop the SEZ, which will be spread over 360 acres of land, which will include medical science park, medical college and a 1,000 bedded bio-hospital, would be around $ 222 million said Mr. K M Cherian, Chairman and CEO, Frontier Lifeline. 

The first phase comprising of a training centre, basic research facility and an animal house for clinical trial services would be ready for operation by first week of January, next year. The second and third phases would be completed in due course.

“We are relying completely on bank loans for investment in the project. The emphasis in research will be on technologies like nano technology and stem cells,” said Mr. Cherian. At present, the hospital runs its research activities in TICEL Biotech Park, Taramani, Chennai. It has so far obtained two patents along with filings completed for another eight patents with the Indian Patent Office, he added. 

With establishment of the research lab in Mediville, the hospital would also expand its operations as a contract research organization (CRO). The facility is designed with a large animal facility, where canine and large animals would be available for clinical trials. It is also planning to develop a cord blood banking centre, facilities to develop non reactive biological dressing, bovine pericardium and porcine pulmonary artery to use in cardiac patients. Frontier Lifeline has two hospitals, one each in Tamil Nadu and Kerala. (Business Standard,  December 23, 2010)
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GLOBAL PHARMA COMPANIES' RESEARCH WIDENS SCOPE FOR ENTREPRENEURS
Global pharmaceutical  companies developing new molecules are encouraging a new breed of entrepreneurs for testing laboratory products on patients. 

Site Management Organizations or SMOs are a sub-segment of the clinical research organizations or CROs that test drugs on volunteers before launching them into the market. Unlike CROs, site managers do not have their own set-ups but are attached with hospitals and check a drug's efficacy through accurate data. The notings are then passed on to the CROs and subsequently for regulatory approval. 

India is a favorite clinical trials destination. The multi-racial population also consists of large numbers similar to the Caucasian race found mostly in Europe and fewer inter-community marriages ensures purity of the race. 
The CRO business grew 84% during 2006-2008 as against the global average of 12%. The number of clinical trial contracts has doubled in last six months thus assuring a promising business for SMOs growing at 50% in the country. The market size of SMOs is almost 30% of the CRO segment. "Six months ago 800 clinical trials were carried out in India. Today, the number has risen to 1560," said Mr. K Sashi Kiran, Managing Director of D2LSMO, a division of D2L Pharma Research Solutions. (The Economic Times: December 17, 2010)
FOOD RETAIL GIANT TO ENTER NORTH INDIA

Spar, the world’s largest food retail chain, is to open its first office in North India in Delhi on January 19. This would inaugurate operations in the northern region, after having set up five stores in southern cities such as Bangalore, Mangalore and Hyderabad. 

Spar hypermarkets and supermarkets operate in India as a result of a license agreement between Dubai-based Landmark Group’s Max Hypermarkets Pvt Ltd and Spar International. While Max is responsible for the entire business operation and management control, Spar is the knowledge partner and transfers technical expertise and best practices in international retailing. 

With an aim of opening 15 stores by next year and 30 stores by 2013, Mr. Viney Singh, MD, Max Hypermarket, says, “Our focus is to deliver an international shopping experience and take care of the finer details in the layout, design, merchandise, operations, service, safety and hygiene in our stores…  We ensure we are delivering our Indian customers the same quality and standards as in developed countries.” (Business Standard: December 27, 2010)
MOSER BAER COMMISSIONS INDIA'S LARGEST SOLAR PLANT

Moser Baer Clean Energy Ltd, an arm of Moser Baer Projects Pvt Ltd (MBPPL), has commissioned the country’s largest solar plant in Tamil Nadu. The 5-Mw plant is estimated to have cost the company around Rs 700 – 750 million.   

(continued on next page)
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The solar farm has been commissioned using amorphous silicon Thin Film technology, best suited to the Indian climatic conditions, and is connected to the 110-kilovolt-ampere local grid. The project had been awarded by the Tamil Nadu Energy Development Agency and is being implemented under the Generation Based Incentive scheme of the Ministry of New & Renewable Energy. The project awarded on the basis of a global bid is the first of its kind in the solar farm category to be commissioned in India under the first phase of the National Solar Mission, according to a company release. 

Mr. Ratul Puri, director, MBPPL, said, “As per official estimates, India receives solar radiation of about 5,000 trillion kWh (kilowatt-hours) per year. This equates to 4-7 kWh/sqm/yr, more than India’s total energy consumption (848 billion kWh – as projected by the Central Electricity Authority). It is evident that India has immense potential and we need to ramp up rapidly in the right direction.” 

The panels installed at the Sivaganga Project in Tamil Nadu were procured from Moser Baer Solar Ltd, and they were used as they are best suited in ramping up grid-connected solar farms in high ambient temperature region like India. (Business Standard: December 22, 2010)

DELHI GETS 1-MW SOLAR ENERGY GENERATOR

North Delhi Power Ltd (NDPL), a joint venture of Tata Power with the Delhi government, commissioned a solar power plant installed by Tata BP Solar. 

The plant consists of more than 5,500 solar photovoltaic panels made of crystalline silicon. These would absorb sunlight and convert it into electricity, to be directly fed into NDPL’s main grid line. 

The panels are designed to work for 25 years. This 1-Mw unit is designed to produce 1.58 million units of electricity annually, sufficient to light more than 1,000 homes, said Tata BP. 

NDPL has planned a three-fold initiative to promote solar power generation over the next three to four years. This includes setting up grid-interactive solar PV systems on the roofs of 56 of its grid substations in its distribution network of North and & Northwest Delhi, with a cumulative capacity of 2.5-3 Mw. It is also pursuing the prospect of setting up a 100 Mw grid interactive solar power plant in Rajasthan. It will also facilitate grid interactive solar PV systems on the rooftops of individual households and commercial buildings. 

The CEO of Tata BP Solar, Mr. K Subramanya, said the company had pioneered grid-connected solar power systems in India and the latest 1-Mw plant was a logical extension of the several Kw-scale solar plants it had commissioned over the years. 

Tata BP Solar is a joint venture between BP Solarand The Tata Power Company Ltd. (Business Standard: December 22, 2010)
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