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G-20 ENDORSES MOST INDIAN DEMANDS
Prime Minister Dr. Manmohan Singh could not have got a better birthday gift as he walked away with much of what New Delhi wanted in the Group of 20 Summit at Pittsburgh. Not only did the Summit pledge continuation of stimulus till a durable recovery is secured but it also acknowledged the shift in the global balance of power by designating the G-20 as the premier forum for discussing international economic issues. The G-20 will, in effect, replace the Group of Eight (G-8) that was increasingly being seen as an outdated club not reflecting contemporary economic realities. 

Addressing the media after the G-20 Summit declaration, Dr. Singh said continuation of the stimulus and the emergence of G-20 as a premier forum was very significant from India’s point of view. “We need an external environment that will enable us grow our exports, attract larger capital inflows and better technology transfers,” he said, emphasizing how crucial it is for developing countries that stimulus was not prematurely withdrawn. 

With the G-20 emerging as the next big platform, India now finds itself on the high table with an opportunity to influence decision-making on global issues. Backed by buoyant growth of an average 7% in the last decade, India has long been pushing for changes in the global governance structure to reflect the growing stature of emerging economies. 

The global crisis seems to have forced this reality upon the developed countries. “No country, howsoever powerful it may be, can take on the entire burden of economic adjustment and decision making that may be required to manage the global system. It is this reality that has persuaded many in Europe and the US to acknowledge that the G-8 cannot handle all global issues, especially with the rise of Asia (India and China), Brazil and Russia,” Dr. Singh said on G-20 replacing G-8.  Developing countries, especially the BRIC (Brazil, Russia, India and China), have also been able to push their agenda for a higher voice in multilateral institutions. India can now expect an almost doubling of its quota at the International Monetary Fund from 1.87% now. The quota of developing countries in IMF will go up 5 percentage points (against 7% percentage points demanded) to 49% by 2011. “That’s a compromise,” said Dr. Singh, “but India is happy to live with it.” 

Further, India and other developing countries can also expect their representatives to be at the helm of international institutions. The G-20 summit has agreed that the senior leadership would be appointed through (continued on next page)
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an open, transparent and merit-based process. Similar to the IMF, the next shareholding review in the World Bank will see an increase of at least 3% voting power for developing and transition countries. 

Interestingly, the Leaders’ Statement that launches a framework for “strong, sustainable and balanced growth” also calls for monitoring the economic growth in the G-20 countries. “There will be sort of a peer review that will provide for exchange of views and give all an opportunity to understand the weaknesses of other countries’ economies,” Dr. Singh said. 

Prime Minister Dr. Manmohan Singh said India had limited fiscal and monetary space for taking additional stimulus measures. “Our special circumstances have to respond to our domestic situation,” he said, explaining why India could not continue with stimulus, though it was necessary for the developed world to do so. 

Acknowledging that India had a high fiscal deficit (estimated at 6.8% of the GDP for 2009-10), Dr. Singh said the scope for accelerated fiscal stimulus in India is rather limited. While on the monetary side there was some leeway, the fear of inflation in coming months will constrain further use of monetary measures, he said. “Monetary policy had some scope, but that also will become limited if inflation becomes a problem,” Dr. Singh said. “As of now, inflation is not a problem and is under control. But, yes, our options are limited,” he said. (The Financial Express: September 29, 2009)
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STIMULUS PACKAGE TO STAY TILL FULL RECOVERY: FM

The Finance Minister said that the government was encouraging imports of commodities like sugar, edible oil and pulses to arrest the rise in prices.  The economic stimulus package to protect the country from the impact of the global financial crisis would continue till the economies of Europe and the US recover.
Finance Minister Mr. Pranab Mukherjee said. “We shall have to wait for some more time before we take any decision to reverse the stimulus package. I am watching the situation carefully. As you are aware, the first quarter growth was 6.1%. If there is some improvement in second, third and fourth quarters, at the time of preparing the Budget next year, it will be possible for me to take an overall look into all aspects,” he said. 

Addressing a press conference, he said all finance ministers of G-20 countries agreed at a meeting in London recently not to reverse the economic stimulus package before the recovery in Europe and North America happens. The finance ministers had met to prepare the brief for the G20 summit to be held on September 24 and 25 at Pittsburg. “We all agreed that we should not reverse the stimulus package till full recovery signs are visible,” Mr. Mukherjee said. (Business Standard: September 22, 2009)
CHAWLA PREDICTS ECONOMIC GROWTH OF OVER 6.5% THIS FISCAL
Growth in the Indian economy is slowly bouncing back and there are sure signs of a movement to higher trajectory, according to Mr Ashok Chawla, Union Finance Secretary. 

Referring to the 6.1% growth shown by the economy in the quarter ending in June vis-a-vis 5.8% in the previous quarter, Mr Chawla said, “There’s no stopping the process of financial sector reforms and innovation.” He was speaking at the launch of interest rate futures (IRF) on the National Stock Exchange. 

He predicted a growth of above 6.5 per cent in the fiscal year ending March 2010, as strength in manufacturing and services offset weakness in agriculture.  “With the re-launch and reincarnation of IRF with redesigned parameters, we hope the product addresses the deficiencies the market noticed in the earlier version. The IRF market should develop in such a manner that it covers the entire spectrum of the yield curve,” the Secretary said. (The Hindu Business Line: August 31, 2009)
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INDIA'S GREENHOUSE GAS EMISSION TO BE LOW TILL 2031: REPORT

India’s per capita emission of Greenhouse Gases (GHG) will continue to be low until 2030-31, and it is estimated that the per capita emission in 2031 will be lower than per capita global emission of GHG in 2005, a new study shows. 
The finding forms part of the ‘India’s GHG Emissions profile: Results of five climate modeling studies’ released by the Deputy Chairman, Planning Commission, Mr Montek Singh Ahluwalia. 
The estimates of the five different studies show that the country’s per capita GHG emissions in 2030-31 would be between 2.77 tonnes and five tonnes of carbon dioxide equivalent. 

“Four of the five studies estimated that even in 2031, India’s per capita GHG emissions would stay under four tonnes of CO2, which is lower than the global per capita emission of 4.22 tonnes of CO2 in 2005. This would mean that even two decades from now, India’s per capita GHG emission would be well below the global average of 25 years earlier,” a statement issued points out. 

In absolute terms, estimates of the country’s GHG emission in 2031 vary from 4 billion tonnes to 7.3 billion tonnes of CO2 with four of the five studies estimating that even two decades from now, the country’s GHG emissions will remain under six billion tonnes. All the five studies show evidence of a substantial and continuous improvement in the country’s energy efficiency of GDP.  (The Hindu Business Line: September 02, 2009)

INDIA TO SPEND OVER $ 20.48 BILLION ON RENEWABLE POWER BY 2012
India is likely to spend over $ 20.48 billion on setting up of power plants based on renewable energy sources by the end of 2011-12, according to Mr. Devasis Majumdar, Chairman and Managing Director of Indian Renewable Energy Development Agency (IREDA). 

“As per the target of the 11th Five Year Plan, power plants with a capacity of 14500 MW based on renewable energy sources would be set up by the end of 2011-12. So far, power plants with a capacity of 3,000 MW based on renewable energy sources have been set up at an investment of about $ 3.1 billion”, he said. (Business Standard: September 01, 2009)
FII INFLOW TOPS $8 BILLION
Foreign institutional investors' (FIIs) net investments in Indian equities crossed $8 billion in calendar 2009 with foreigners buying stocks worth $274 million on 28th August. 

At the end of July, net inflows from FIIs stood at $7.3 billion and it took another 20 trading sessions before net inflows crossed the $8 billion mark, the first time in this year. The benchmark index Sensex has risen 65% till date in 2009. 

Last year, hit by recession back home FIIs took out nearly $12 billion from the Indian stock markets but with sentiment improving from March this year, foreigners have returned with net investment amounting to $9.3 billion, as per SEBI data. The data includes stocks bought by FIIs through the QIP and public offers, buybacks and also investments in unlisted companies, fund flow trackers said. 

"India is one of the better performing markets since the October crash. While immediate headwinds such as impact of poor monsoon on agriculture and rural economy not certain, the growth potential in the economy cannot be overlooked. For investors who will be looking for, India could be very well the destination," Mr. S Naren, CIO, ICICI Prudential AMC, said. 

With FIIs holding 16% of India's biggest 500 companies, market experts believe FII holding may rival the 19.1% peak in 2007 as third-largest Asian economy continues to grow at decent pace. 

(continued on next page)
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In June-end, The World Bank projected an 8% growth for India in 2010 making it the fastest-growing economy for the first time, overtaking China's expected 7.7% growth. India has consistently outperformed growth forecasts by the World Bank in the past. (The Economic Times: August 31, 2009)

PRIVATE EQUITY INVESTORS BET BIG ON INDIAN SMES

Small and Medium Enterprises (SMEs), to which most banks are wary of lending, are being actively wooed by private equity (PE) investors. According to industry representatives around 70% of the PE investment that came into India last year was invested in SMEs.  PE funds are poised to invest an estimated $5 billion in Indian SMEs, they added. 
SMEs are typically promoter-or individual-driven and, in many cases, are led by first-generation entrepreneurs. Many of these companies are very competitive and have, over the last few years, capitalized on opportunities that have presented themselves. 
According to a World Bank report, India has 13 million SMEs in the manufacturing and services sector. One of the greatest challenges for them is the current credit crunch. 
The sector has traditionally depended on bank loans, but bankers have curtailed lending to SMEs due to the greater risk of non-performing assets (NPAs) in a downturn. Moreover, large firms that raise funds through both the capital market and banks have turned increasingly to banks, ever since the capital market crashed at the beginning of 2008 — thereby offering banks a line of business that is more lucrative than lending to SMEs, said the World Bank report. 
“Their (SMEs’) access to funding has been constrained, which is affecting their ability to invest in capital goods, environmentally friendly technologies and job creation,” the report added. The bank recently provided additional financing of $400 million to India’s SMEs. 
Seeing the opportunity, in the late 1990s, PE funds started investing in Indian firms. Some of the early entrants, including ICICI Venture, UTI Ventures and ChrysCapital, have built companies. This raised the interest of entrepreneurs in private equity as a source of capital and established India as a strong PE destination. 
For the period January 2008 to July 2009, seven investors — Kotak PE, Aureos, BTS India, Zephyr Peacock, Lighthouse, VenturEast and SIDBI Venture — have done 33 deals worth about  $192 million, according to Mr. Arun Natarajan, Chief Executive Officer of Venture Intelligence, a research service focused on private equity and mergers and acquisitions. (Business Standard: September 01, 2009)
INDIA TO BECOME WORLD'S THIRD LARGEST STEEL PRODUCER THIS YEAR

Going by the production of steel in the country so far this year, India is on its way to becoming the third largest steel producer in the world. With an output of 55 million tonne (mt) last year, the country was ranked fifth in the world after China (501 mt), Japan (119 mt), United States (91 mt) and Russia (69 mt). Germany, Ukraine and Brazil followed India at the sixth, seventh and eighth positions, respectively. 

India, which had earlier set itself the target of becoming the world’s third largest steel producer by 2013, is also aiming to produce 124 mt of steel by 2011-12. Joint Plant Committee (JPC) Executive Secretary Mr. Goutam Kumar Basak said that going by the production figures for April-August 2009, which saw a production of 22.14 million tonne of steel (a jump of 6.6% over the corresponding figure for 2008); the country India is likely to emerge as the third largest producer of steel in the current year itself. 

Mr. Basak, while attending an awareness programme on energy efficient technologies & pollution abatement measures for the secondary steel sector, said steel production in the country has always risen considerably in the second half of the year, as demand for steel picks up from around October. This, he said, was mainly because construction activity in the country picks up significantly after the monsoon.      (Financial Express: September 15, 2009)
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ENGINEERING SERVICES OUTSOURCING TO REACH $40 BILLION BY 2020

The engineering services outsourcing (ESO) market, which is estimated to grow at $40 billion by 2020 from the current level of $2.5 billion to $3 billion, presents huge potential for domestic IT companies, as per the firm ValueNotes in its latest research. 
Domestic service providers have the potential to bring down costs in the range of 20% to 40% for the European and US clients that too in a short period of around 24 months along with a dedicated team set up. Companies such as Tata Consultancy Services, Tata Technologies, Infotech Enterprise would benefit from new opportunities unfolding in the sector, the research pointed out.
Quoting examples, the research said in March 2009, Bombardier announced a deal worth $1.44 billion signed with Lease Corporation International Aviation for a firm purchase agreement for CSeries jetliners.  Bombardier has decided to outsource $200 million worth of engineering services overseas.  This deal is being vied for by the large Indian IT firms- Infosys, Mahindra Satyam, Capgemini as well as specialists like Infotech Enterprises and QuEST Global. 
Other top aerospace companies; Airbus and Boeing have also been outsourcing to India-based engineering service providers over past many years, so have auto majors Ford and Rolls Royce. 
This year, Airbus revised their forecast for the period between 2009 and 2028 to sell 25,000 passenger and cargo planes with a total value of $3.1 trillion dollars as compared to their previous forecast of estimated 24,300 planes to be sold over the period between 2007 and 2026. 

According to ValueNotes, large aerospace and automotive companies are reeling under tremendous cost pressures across the entire product life cycle. Moreover there is constant pressure to innovate using newer technologies.  Cost saving is an immediate as well as long-term imperative for all these companies. (Financial Express: September 25, 2009)

IDFC PE ARM BUYS WIND POWER BIZ OF BP ENERGY

IDFC Private Equity promoted Green Infra Ltd (GIL) acquired British firm BP Energy's wind power business in India. The firm operates 100 MW wind energy — 60 MW in Karnataka and 40 MW in Maharshtra. Though IDFC PE refused to divulge any figure, it is learnt that the size of the deal is about $ 307 mln (Rs 15,000 mln), making it the largest ever in the renewable energy sector in the country. With this deal, BP's interest in clean energy sector in India will cease to exist. 

GIL is planning to create a portfolio of 500 MW generating capacity of renewable energy in three years. With the present acquisition, the company will have a total capacity of 124 MW. It said 80% of the capacity in the clean energy segment will be in wind energy segment. The rest will include bio-mass, solar and hydro electricity projects. 

The company added that it intended to grow organically as well as inorganically through acquisition of high quality performing assets and businesses. 

GE ENERGY'S WINDMILL PLANT TO COME UP IN SOUTH
Power generation and energy delivery technologies supplier, GE Energy, is planning to set up a wind turbine generator plant in south India, which would commence production in the second half of 2010. The company is yet to finalize the location. 

“We are currently analyzing the investments. The plant will commence with the production of GE’s 1.5 XLE model wind turbine, which is most suited for India’s low wind regimes and will eventually grow the capacity to ship 300 wind turbines (450 Mw capacity) yearly in line with the growth in demand,” Mr. Tejpreet Singh Chopra, president and CEO of GE India said.  (continued on next page)
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The company will utilize its global supply chain initially. Over time, it will draw a road map to indigenize the plant and use this market as a base for developing and exporting to other countries, he added. 

On GE’s Healthymagination, an initiative focused on developing innovations, reducing costs, increasing access and improving quality in the area of healthcare, Chopra said the company would be spending $6 billion in the programme globally over the next five to six years. 

“While $3 billion will be spent on developing 100 value and ultra-value products such as baby warmers and X-rays for the rural markets, $3 billion will go towards healthcare IT solutions and in creating healthcare awareness. A significant portion of this will come to the company’s Bangalore centre,” he said. 

Stating that GE India received a ‘validated end user’ authorization from the US government in June this year, which enables transfer of technologies to India without pre-approval from the US government, Chopra said GE would transfer some advanced technologies to India in about two months, security devices and explosive detection devices to start with. (Business Standard: September 17, 2009)
PHARMA MARKET IN GLOBAL TOP 10 BY 2015: REPORT

The Indian pharmaceutical market will treble to $20 billion from $7.1 billion (2007 figure) by 2015, with a compounded annual growth rate (CAGR) of 12.3 percent. 

A report by the Federation of Indian Chambers of Commerce and Industry (FICCI) with Ernst and Young (E&Y) states that India could be a potential $8 billion market for multinational companies (MNCs), with patented drugs accounting for 8-10 per cent of the total market. With this growth, India would be among the top 10 global pharma markets by 2015. 
The report says the product patent regime of 2005, which has enhanced the country’s patent infrastructure, will help in capturing the pharma market. The population in the highest income class is expected to grow to 25 million from 10 million by 2015, driving the affordability of high-patent drugs. 

The report mentions that multinational companies are consolidating their presence in India and new entrants are increasing. Companies like BMS and Merck that had exited the Indian market have come back, while others like Daiichi and Ranbaxy are expanding. 

The FICCIi-E&Y report mentions that in addition, India also has a significant cost advantage in the conduct of clinical trials, including infrastructure, operational, patient recruitment, drug, manpower, data management and processing costs. (Business Standard: September 22, 2009)

HP LOOKS AT DATA CENTRE BUSINESS AVENUES IN INDIA
The world's largest technology company Hewlett-Packard (HP) is betting big on the India data centre story. 

HP Critical Facilities Services, that caters to the data centers, says that it is increasingly witnessing data centre upgradation and augmentation projects from the Indian market, despite global economic downturn. The firm says the growth is coming from the banking financial services and insurance (BFSI), telecom and manufacturing space. 

Mr. David Winn, Managing Principal, HP Critical Facilities Services, said, “Clients in India are being conservative, watch the market before they spend. But data centre owners are now forced to expand because of the demand of information, high bandwidth applications and requirement to increase the ability to deliver. At the same time, they are constantly under pressure from the boards and investors not to overspend and yet deliver services.” He adds that, moving from a pure co-location business model to an IT services business model will be critical for third party data centre service providers as the market slows down. 

According to research firm IDC, the overall India data centre services market crossed the $1 billion mark in 2007 and (continued on next page)
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was expected to grow at a CAGR of 18% to touch $1.52 billion by end of 2009. Total cumulative data centre built-up area is likely to touch nearly 8.4 million sq. feet by end of 2009. Third party data centre services market slated to grow at 27% CAGR (2007-2012); to become a nearly $ 0.5 billion industry by 2012. 

Mr. Abir Banerjee, Country Manager, Data Center Services, technology service, HP India, said, “We are increasingly witnessing large augmentation and upgradation projects in the financial services and telecom space as they have run out of space. Customers are looking at data centers that can fulfill their captive requirements as well as the hosting requirements. So enterprises with tier two or two plus data centers are upgrading to tier three or three plus and some are even looking at tier four.”  (The Financial Express:  September 07, 2009)
EMC TO INVEST $1.5BN IN INDIA OVER NEXT FIVE YEARS
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EMC Corporation, a leading global player of information infrastructure solutions, will invest an incremental $1.5 billion in India over the next five years (2010-2014) which is a threefold increase to the previous investments made by EMC in India over the previous five years. 

The company also inaugurated its LEED Gold green certified facility in Bangalore that joins together research and development (R&D) and EMC Global Services organizations from four separate locations across two cities into one campus to form a centralized Centre of Excellence (COE) in India. This represents one of EMC’s largest R&D centers outside the US. 

"India offers tremendous opportunities in innovation and market potential. EMC’s commitment of $1.5 billion over the next five years illustrates the important role India will play in the company’s long-term strategic APJ and global growth plans. The India COE will be responsible in helping EMC deliver more innovative, industry-leading products and services in the hottest technology areas in IT that meet our customers’ most pressing needs,” said Mr. David Goulden, Executive Vice President and Chief Financial Officer. 
The investments will be focused on three key areas- expanding its R&D infrastructure at India CoE, increasing its global services capabilities and adding more technologists to drive deeper levels of engagement and support for local customer and partners. (Business Standard: September 09, 2009)

TELEPHONE USERS TOUCH 494-M MARK IN AUGUST

The total telephone subscribers in the country touched 494-million mark during August, with the wireless subscribers reaching 456 million. The total tele-density was at 42.27 at the end of the month. 

The wireless users increased by 15.08 million during the month. Broadband connections, however, continued to grow at a snail’s pace to reach 6.98 million. The wireless subscribers grew at 3.42% during the month from over 441 million in July. The wireless tele-density touched 39.08 in August. 

The wireline subscriber base declined by 0.09 million in August and the total wireline users reached 42.27 million mark. In the wireline segment Airtel registered the highest number of subscribers at over 107 million by the end of the month followed by Reliance Communications that had 84 million users both GSM as well as CDMA. Vodafone-Essar was third with 80 million users.  (The Financial Express: September 24, 2009)
CLINTON FOUNDATION TO SET UP FIVE SOLAR PARKS IN GUJARAT
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Clinton Climate Initiative (CCI), a programme of US based William J Clinton Foundation, signed a memorandum of understanding (MoU) with Gujarat government for setting up solar parks in Gujarat. Each park will serve as a concentrated zone of solar development and will include 3,000 plus megawatts of solar generation as well as manufacturing facilities. (continued on next page)
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Under the MoU signed with CCI, the government would facilitate in identification of land and create required infrastructure for setting up of solar plants in co-ordination with CCI and invite national and international developers to set up these plants on chargeable basis for the infrastructure created. The power produced by these plants shall in turn be purchased by state power utilities. 

"Gujarat has been the first state in the country and the fourth in the world to set up a separate department for climate change. The proposed 3000 Mw solar power project will see an investment of around $ 10.2 billion and create employment opportunity for over 20,000," said Gujarat Chief Minister Mr. Narendra Modi during the MoU signing ceremony. 

The project will generate over 5200 million units of clean and green energy and will reduce CO2 emission to the extent of 5.2 million tonnes on an annual basis. 

“CCI will initially set up parks in two locations and the cost of generation would come down by then. In all they would set up about four to five parks over a period of time. Each of these parks would generate about 700-800 Mw of solar power,” said Mr. S Jagdeesan, principal secretary, energy and petrochemicals, government of Gujarat. 

A solar park can decrease the cost of solar power significantly, due to economies of scale and use of less expensive domestically manufactured components and it can serve as a solar manufacturing and technology hub. 

The state government has come up with a separate Solar Policy to harness the huge potential of solar energy that the state has and has already allotted a capacity of over 700 Mw to 34 national and international developers. (Business Standard: September 08, 2009)

HORTICULTURE BOOSTS AGRICULTURE INCOME, EXPORT OPPORTUNITIES
India, which is one of the world’s largest producer of fruit and vegetables, has strengthened its position in the world fruit market by becoming the largest grower of banana in the world, largely due to renewed emphasis on increasing fruits and vegetables production through use of better technology and marketing linkage as laid down under the National Horticulture Mission (NHM). 
Agriculture Ministry data indicates that with the production of more than 28.2 mn tonnes of fruits and 66 mln tonnes of vegetables, the country has emerged as the second largest producer of fruits and vegetables in the world next only to Brazil. 

About 20 million hectares of agricultural land have been already covered under horticulture crops, which results in yield of 91 million tonnes. Though these crops occupy only around 10% of the cropped area they contribute over 18% to the gross agricultural output in the country. More than 800,000 hectare of land has been already brought under the horticulture crops during last three years under NHM. 

According to Agricultural and Processed Food Products Export Development Authority (APEDA) data, in volume terms, the country’s banana exports rose by 89% to 25,013 tonne during 2008-09, compared to 13,207 tonne achieved in the corresponding period previous year. APEDA in collaboration with NHM, have been creating storage pack-house and cold storage infrastructure in key banana cultivation clusters with export potential. 

Official sources said the investment in horticulture sector with focused attention has resulted in spectacular change in the horticultural scenario, which has attracted large number of private sector players into the sector. 

“We have achieved growth of the horticulture crops without compromising on food security,” a senior official associated with NHM said. 

Mr. H.P. Singh, Deputy Director General (Horticulture) at the Indian Council of Agricultural Research, said that due to rising purchasing power of consumers, horticulture crops have emerged as integral part of ‘nutrition security’ regime. ““We have sunshine throughout year, surplus labour and widely varied agro-climatic conditions, which offers high potential for successful and profitable commercial horticulture,” an APEDA official said. 

(continued on next page)

India News                                                                                                                                            9
Mr. Singh of ICAR said there is need for greater utilization of available wastelands by growing horticulture crops through greater participation of state government would go a long way in augmenting in farm income. 

Horticulture crops have benefited farmers and entrepreneurs, besides enhancing exports and providing nutritional security to the people.  The sector, which includes fruits vegetables, root and tuber crops, mushroom, floriculture, medical and aromatic plants, cashew nut, plantation crops including coconut and oil palm have been accepted by the state government for enhancing farm income. (The Financial Express, 23rd September, 2009)

ACCOR TO INVEST $130 MILLION FOR 50 HOTELS
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Even as the ongoing recession has forced most hotel groups across the world to go slow on expansion, Accor Hospitality said it will invest $130 million to come up with 50 hotels in India by 2012.  Accor is the largest hotel chain in Europe, with 4,000 hotels in 90 countries. 

“The revenue of upscale and mid-scale hotels has been severely impacted due to the recession worldwide. However we are bullish on India’s growth prospects,” said Michael Issenberg, chairman and COO, Accor-Asia Pacific. 

Accor currently operates five hotel properties and one convention centre in India, with a room inventory of 1,100. In the next three years, the company will have an inventory of 10,460 rooms in 50 hotels spread over 15 cities. 

Said Mr. Uttam Dave, head of development for Accor’s hotels in India: “Room rentals have declined 10-15 per cent in the past one year and this is expected to continue for the coming few months. However, we see a positive growth in room rentals very soon.” 

The company is also open to increasing its equity investment for the committed projects in the coming years if the need arrives, according to Issenberg. (Business Standard: September 03, 2009)

'INDIA, CHINA & BRAZIL ARE FUTURE AUTO HUBS'
India, China, Mexico, Brazil and eastern European countries will soon emerge as ‘new Detroits’ in the global automotive industry on the back of low costs of labor and rising customer base, a report by Deloitte’s Global Manufacturing Industry Group said. 

According to the report, ‘A new era: Accelerating towards 2020-an automotive industry transformed’, high-cost exporting countries will witness domestic capacity dipping and vehicle production migrating to low-cost centers across India and China and other locations in the regional trade zones of North American Free Trade Agreement and the European Union. 
“While cost of labor in the emerging markets continues to be a fraction of that in the developed world, there is a growing demand from these countries. To take advantage of the increasing population in emerging markets, original equipment manufacturers (OEMs) will continue to shift more of their production to be closer to their biggest source of new customers,” Mr. Kumar Kandaswami, senior director, Deloitte, said. 

It is estimated that Greater China and South America will represent more than 50% of growth in global light vehicle production, which is pegged at over 70 million units worldwide by 2015. Consequently, by 2020, fewer cars will be imported from outside a trade zone (e.g. from Korea to the US or from Japan to the European Union). Even the cars with foreign labels will be manufactured regionally, the report said. India has the lowest cost of labor in the world at $1 per hour followed by China ($2 per hour), Mexico ($3 per hour), Eastern Europe ($4 per hour) and Brazil ($5 per hour). 

According to Deloitte, the consumer trend in India would be guided by factors such as price, fuel economy and life cycle of vehicles. “The Indian economy is shifting towards low-cost cars and we could see some big jumps in the so-called Nano segment. While, India will remain a huge entry-level car market, there will also be more demand for luxury segment cars from the middle class,” Mr. Kandaswami said. (The Financial Express:  September 18, 2009)
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AUGUST AUTO SALES INCREASE ON LAUNCHES
Driving on the back of new products and a revival in customer confidence owing to the upcoming festive season, major auto manufacturers witnessed high double-digit jump in sales in August. 

While Maruti Suzuki India, India's largest passenger car manufacturer with nearly 52% market share, registered a growth of 29.3% in the domestic market in August at 69,961 units as against 54,113 units during the same month last year, Hyundai Motor India posted a growth of 12.9% at 24,401 units compared to 21,610 units in August 2008. 

On a month-on-month basis, sales of Maruti went up by 3.6% with the company selling 67,528 units in July and that of Hyundai increased by 5.2%. Hyundai sold 23,193 units in July. 

Tata Motors reported an 11.3% jump in passenger vehicle sales at 17,364 units in August as compared to 15,597 units in August last year, while sales of Fiat India surged by 692.5% at 2,782 units vis-à-vis 351 units in August 2008. 

Honda Siel Cars India registered a growth of 4% in sales last month at 4,102 units vis-à-vis 3,945 units in the year-ago period. Mahindra & Mahindra sales went up by 16.9% at 21,410 units compared to 18,322 units in August last year. However, Honda's sales have declined by 15.5% in August vis-à-vis 4,857 units sold in July. Sales of M&M also declined by 2.5% on a month-on-month basis as the company sold 21,957 units in July. 

Two-wheeler manufacturers, led by Hero Honda Motors, continued to grow in healthy double-digit even in August. The company registered a 35.9% jump in sales at 415,137 units compared to 305,516 units in the same month last year. “With sales of more than 400000 units, August has been a month of record sales for Hero Honda,” Mr. Anil Dua, Sr. Vice-President (marketing and sales), Hero Honda Motors said, adding that the company has lined up some launches during the second half of 2009, including two before the upcoming festival season. 
Sales of Chennai-based TVS Motors went up by 10.9% at 126,842 units vis-à-vis 114,321 units and that of India Yamaha Motors increased by 62.9% at 19,508 units as against 11,974 units. Even Suzuki Motorcycle India reported a 17.7% jump in August sales at 13,030 units vis-à-vis 11,072 units sold in August last year on the back of recently launched GS150R. “Suzuki's continuous growth month by month is attributed to its product quality and customer satisfaction...This growth momentum will further accelerate in coming months,” Mr. Atul Gupta, vice-president (sales and marketing), Suzuki Motorcycle India said. (The Financial Express:  September 02, 2009)

AUDI EYES THIRD SLOT IN INDIA'S LUXURY CAR MARKET

German luxury car manufacturer Audi is eyeing higher sales this year than its earlier target of 1,500 units. This would make Audi India the third largest luxury car manufacturer in the country after BMW India and Mercedes Benz India. 

"We have already sold 1,128 units this year, against a total of 1,050 units sold in 2008. Going by the current growth rate, we have a chance of registering a growth of 70% vis-à-vis last year by selling nearly 1,700-1,800 units in 2009, though it is linked to the production capacity at our plant in Germany," said Benoit Tiers, Managing Director, Audi India, while announcing the launch of a new variant of Q7 in India. 

The company, which currently assembles its luxury sedans, A4 and A6, in India at its Aurangabad plant, is now planning to start assembly of Q5 next year. 

“As part of our Euro 30-million investments in India, we will set up a new assembly line at our Aurangabad plant to assemble the Q5 from 2010,” Mr. Tiers said, adding that the company is initially looking at rolling out 500 units of Q5 in the first year. 

Mr. Tiers said the company is also mulling assembling and selling Q7 in India as a completely knocked down unit, but no decision has been taken yet. "In the long term, more products will come to India as completely knocked down and it is only a matter of time and economies of scale that we decide to start assembling Q7 in India," he said, adding that the company is eyeing 450 units of Q7 this year. (The Financial Express:  September 04, 2009)
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FORD INDIA EXPANDS CHENNAI FACTORY CAPACITY

Ford India has expanded the capacity of its Chennai plant ahead of the production of its new small car. Speaking to reporters, Mr. Michael Boneham, President and Managing Director, said around 70 per cent of the proposed $500 million investment has been utilized for expansion of the capacity of its facility and building of an integrated diesel engine manufacturing facility. It has increased the plant footprint to 353 acres from 250 acres and introduced a 30-acre supplier park to house automotive components and parts. The company has planned to localize around 85 per cent of its components. 

The company has also increased automation in the factory by 30 per cent and has installed 92 robots in the facility that was previously in zero-automation mode. “The plan is to increase production to 330 units per shift by next year, compared to the present 150 per day. In this way, we can double the installed capacity by 100,000 units per year,” he said. 

The engine manufacturing facility will start operations next year, added Boneham. On the small car, he said the company would focus on domestic markets before starting to export it. 

The Chennai plant will also be the first volume car plant of Ford globally to introduce the new paint process called Three-Wet High, and the company plans to launch the new ‘Endeavor’ with this process. The process increases durability and is scratch-resistant, according to Mr. Tom Chackalackal, Vice President, manufacturing. (Business Standard: September 04, 2009)

MERCEDES-BENZ TO LAUNCH LONG-HAULAGE TRUCKS IN INDIA
Mercedes-Benz is planning to launch over-dimensional-cargo (ODC) vehicles and long-haulage trucks that can carry up to 240 tonnes in India soon. The company is also bullish on supplying commercial vehicles like trucks to mining and irrigation projects in the country. Currently, this segment contributes close to 15 per cent of the company’s total turnover in India. 

Mr. Wilfried Aulbur, Managing Director and CEO of Mercedes-Benz India said: “We are looking at niche segments in India. With luxury car sales plummeting, we are focusing on the commercial vehicles segment very strongly.” 

To this effect, Mercedes-Benz will be supplying 250 Actros trucks to Soumya Mining, Soumya Mining has Coal India as its largest client. Currently, Soumya operates in Chhattisgarh, Jharkhand, Madhya Pradesh, Meghalaya, Rajasthan, Uttar Pradesh, Assam, Nagaland, Orissa and Maharashtra.  Actros trucks now operate across 25 mines in seven states. Around 25 per cent of these trucks are assembled and localised in India. 
 “We are in the process of preparing a proposal for the Ministry of Defence in India to supply some of our vehicles, like G-Wagon and Unimog. Some of our defense sector vehicles were used by the Canadian army to fight the Taliban,” said Aulbur. So far in 2009, the company has sold 127 trucks in India. 

The company is also targeting the irrigation segment in Andhra Pradesh and is in talks with contractors for selling its trucks for the purpose. The company has sold 25 buses to private fleet owners, as well as to the state governments, for inter-city transportation.  (Business Standard: September 08, 2009)
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LOGISTICS REVENUES SET TO CROSS US $ 124 BLN IN FIVE YEARS' TIME

The Indian logistics sector is expected to clock US $ 124.3 bn in annual revenues by 2013-14 on the back of strong growth in economic fundamentals as well as favorable regulatory environment. The introduction of goods and service tax (GST) from April 1, and the development of logistics parks will be a boost to the sector, which will post a 11% compound annual growth rate for the next five years, according to research firm Crisil. 

 “A strong growth in the sector is expected, following a favorable regulatory environment, greater thrust on logistics infrastructure spending and the changes that we expect from organized players gaining a larger market presence in the industry,” Crisil Research head Manoj Mohta said. 

Logistics refers to the procurement and movement of goods and storage of inventory across the supply chain. The Indian logistics sector is fragmented, with around 80% of freight being carried by operators in the unorganized sector. 

The changing tax regime would trigger the formation of regional hub-based infrastructure (as opposed to multiple warehouses). The realignment of infrastructure needs would aid in the reduction of the number of intermediaries and also help streamline supply chain operations, Crisil said in a sector report. 

The investment-linked tax deduction for setting up a cold chain facility for agriculture warehousing announced in Budget 2009-10 is also likely to provide the much required impetus to the warehousing and cold chain industry. “This is likely to have a huge impact on the agriculture industry where logistics costs account for 15-16% of the industry’s total revenues. At the same time, the fruits and vegetable segment is plagued with wastage to the tune of 30-40%. Improvement in infrastructure would go a long way in bringing down wastage levels,” it said. Crisil has estimated that with efficient infrastructure, wastage levels can be brought down to around 25%. Infrastructure creation would also enhance the quality of produce and lower the prices for end consumers. “Essentially, the measure would attract more investment, specifically in the food processing industry, which would help increase the share of processed food in both domestic as well as export markets,” said the report. (The Economic Times: September 25, 2009)
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