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Units

July

June

July

   (%) Change

2003

2003

2002

[1] / [2]

[1] / [3]

[1]

[2]

[3]

[4]

[5]

WPI - All Comm.

1993-94=100

172.7

172.6

164.4

0.63

5.65

Inflation - WPI

Per cent

5.2

5.1

2.0

1.96

155.00

Week ended

26/07/03

27/06/03

06/07/02

IIP  (93-94=100)

2 months lag

173.8

172.9

168.9

0.52

2.90

(April 03)

(March 03)

(April02)

INR / US$*

Month End

47.34

47.46

48.82

-0.25

-3.30

M3

Rs. '000 Cr.

1724.57

1714.25

1614.91

0.60

6.79

[i] Agg. Deposits

Rs. '000 Cr.

1323.66

1278.02

1353.28

3.57

-2.80

[ii] Currency

Rs. '000 Cr.

271.66

241.3

261.63

12.58

3.83

 

Outstanding as on

26/04/03

31/03/03

30/04/02

Call Money

% Range

4.00-5.00

5.00-5.7

4.00-6.55

 

(Lendings)

Week ended

26/04/03

29/03/03

30/04/02

 


Source:RBI Weekly Statistical Supplement July 26th , 2003 & Business Standard
Editorial

A) National

The figure relating to merchandise exports in India for 2002-03 have been revised upwards; the exports grew by 19.3% to US$ 52.2 billion  in 2002-03 from US$ 43.8 billion in 2001-02.  The exports to China reached US$ 1.96 billion in 2002-03 from US$ 0.95 billion in 2001-02.  Exports to US grew by over 27%  and crossed US $ 10 billion mark in 2002-03, and exports to Japan grew by around 23%, to South Korea by 36%., to Thailand by 12%, to Singapore by 46%, to Indonesia by 54.8% and to Australia by over 20%.  India’s exports to Pakistan also grew by 42.3% to US$ 205.8  million in 2002-03. India has achieved this order of exports  at a time when the world economy is passing through a sluggish phase, and even many developed countries have been facing difficulties in their export performances.  The better performance of exports, among others, was led by engineering goods (24.9%), ores and minerals (50.5%), chemicals and related products (16.4%), gems and jewellery (21.2%); rubber, glass and other products (17.7%), handicrafts (31%), floriculture products (35%), processed foods (10.9%), marine products (11.7%), petroleum products (14.3%) and man-made textiles (24%). The merchandise imports reached US$ 61.3 billion in 2002-03 from US$ 51.6 billion in 2001-02 as a result of which the trade deficit which was US$ 7.6 billion in 2001-2002 increased to  US$ 9.1 billion in 2002-03. Import growth coupled with good and widely spread monsoons portend more than 6.0 per cent rate of GDP growth in 2003-04.

B) International

According to BIS Annual report for 2002-03 released on 30th June 2003 the salient feature in the major foreign exchange markets in early 2002 and early 2003 was weakening of the US dollar.  The dollar depreciated particularly against euro and to a lesser extent against the Yen.  It also fell over time against a broad range of currencies.  Against the yen the dollar weakened from over Yen 134 in early 2002 to below Yen 117 in May 2003.  The strengthening of the yen prompted official intervention by the Japanese authorities on many occasions. In contrast the yen continued to decline vis-à-vis the euro from the range of Yen 115-119 to touch Yen 135 in mid May 2003. Though historically Yen still remains strong, nonetheless the currency ended 19% below its recent peak in late 2002.  The interest rate differentials seemed to have emerged as an important factor behind the exchange rate movements in US dollar against the back drop of downward slides in equity prices.  The widening US current account deficit and changes in the composition of its financing pattern became the central stage suggesting that there would be the rising risk  premium of the US assets

Capital Market Review
The market displayed intense volatility. The overall activity in the month of July 2003 was driven by two important events, the expiry of the July 2003 series futures contracts and subsequent unwinding /shifting of positions, and the announcement of June Quarterly 2003 results by a number of companies frontline as well as second-line. Most of the investors have shifted their July 2003 futures contracts to August 2003. The market may prove steady despite mixed trends, as investors await fresh triggers after the end of a satisfying earnings-reporting season. Activity is likely to continue in the derivatives segment, with fresh positions expected in the August 2003 series contracts.  While upbeat corporate results for the quarter ended June 30th 2003 will drive Old Economy stocks, technology stocks may gain selectively following gains in the US markets. Yet, players do not rule out the emergence of profit booking after recent gains. Earlier, US stocks rose but closed well off their highs, as early enthusiasm about strong economic reports was followed by some profit taking and caution ahead of Friday's slew of reports. As of 31st July 2003, the Dow Jones industrial average (up 33.75 points to 9233.80) gained 0.4%, and the Nasdaq composite (up 14.11 points to 1735.02) gained around 0.8%. Both indices had seen much sharper gains. Among the Indian ADRs listed on the US markets, Infy, the Infosys Tech ADS, jumped $ 2.32 to $ 53.23. WIT, the Wipro ADR rose $ 0.51 to $ 23.30. Rdy, the Dr Reddy’s Lab ADR, shed $ 0.33 to $ 25.04. SAY, the Satyam Computer ADS, gained $ 0.26 to $ 10.75 as of that date.

	Item
	July
	June
	July
	June
	(%) Change

	
	2003
	2003
	2002
	2002
	[1] /[2]
	[1] / [3]
	[2] / [4]

	
	[1]
	[2]
	[3]
	[4]
	[5]
	[6]
	[7]

	BSE Sensex – Close
	3792.61
	3607.13
	2988
	3245
	5.14
	26.93
	11.16

	Monthly High
	3835.75
	3632.84
	3367
	3378
	5.59
	13.92
	7.54

	Monthly Low
	3785.12
	3587.57
	2932
	3149
	5.57
	29.10
	13.86

	S&P CNX Nifty - Close
	1185.85
	1134.57
	959
	1058
	4.52
	23.65
	7.24

	P/E Ratio : BSE - 30
	15.11
	14.70
	14.28
	15.47
	2.79
	5.81
	-4.98

	FII Investments (Equity+Debt)
	
	
	
	
	
	
	

	Inflows – Rs. Cr.
	8550.1
	7835.3
	3501
	3351
	9.12
	144.22
	133.82

	Outflows – Rs. Cr.
	6389.2
	4372.9
	3262
	4217
	46.11
	95.87
	3.70

	Net – Rs. Cr.
	2160.9
	3461.7
	238
	-866
	-37.58
	807.94
	499.73

	Cum Net Inv – US$ Mn. (Month End)
	17854.6
	17329.5
	15101
	15052
	3.03
	18.23
	15.13


Punjab Tractors was not only done in by its poor disinvestment valuation but by very weak results for Q1 of FY 2003-04. As a result, the scrip of the Punjab-based tractors major slipped 1% to Rs 138 on BSE no sooner trading commenced on the last day of the month. The market ended off its higher levels after a firm opening. The market slide from its higher levels towards the close of the session was partly attributed to the selling pressure in pivotals like State Bank of India, Telco, Satyam Computer and Hindalco. Old Economy stocks, especially two-wheeler and cement scrips, rose on the back of hopes that a normal monsoon this year will boost the demand for goods and services in the rural areas. Meanwhile, the trend in the quarterly results announced so far has been encouraging. This, along with sustained inflows from foreign institutional investors, has driven the market higher. The selling pressure towards the close of the session on Thursday 31st July 2003 indicated profit-booking, which may well continue in August 2003 as well. Overall market remained bullish. 

The scrips, which can be considered for short to medium term investment, are Neyveli Lignite Corporation (Rs 36), Cummins India Ltd (Rs 77),ITC (Rs 720),Jindal Steel and Power (Rs 520), Indian Overseas Bank (Rs 25)
Corporate Update
“To Emerge as the most competitive Bank in the Industry”- With this vision the bank was established in 1937 by Shri.M.Ct.M.Chidambaram Chettyar, a pioneer in many fields like Banking, Insurance and Industry. Pre-nationalization era was characterized by expansion in its domestic activities besides establishing a training centre in Chennai which has now emerged as a staff training college with 9 more centers in the country. It was at the same time that the bank ventured into consumer credit and introduced the personal loan scheme, besides venturing full fledged into looking after the needs of the agricultural sector. On the eve of nationalization in 1969, IOB had 195 branches in India with aggregate deposits of Rs. 67.70 crores, and advances of Rs. 44.90 crore.  

Financials:  Indian Overseas Bank 





       (Rs.Crore)

	Financial Year 
	2003
	2002
	2003
	2002

	Months/Period
	Quarter ended June
	Quarter ended June
	Year ended March
	Year ended March 

	Total Income
	1069
	933.32
	4005.81
	3701.49

	Other Income 
	140.14
	105.11
	519.90
	530.80

	PBIDT #
	272.84
	158.06
	794.10
	616.36

	PAT
	138.78
	72.96
	416.10
	230.21

	Equity
	444.80
	444.80
	444.80
	444.80

	EPS (Rs.)**
	3.12
	1.64
	9.35
	5.18


**EPS = Annualised    # Profit before interest, depreciation & tax

Post-nationalization in 1973, IOB had to wind up its five Malaysian branches as the Banking law in Malaysia prohibited operation of foreign Government owned banks. This led to creation of United Asian Bank Berhad in which IOB had 16.67% of the paid up capital. In the same year Bharat Overseas Bank Ltd was created in India with 30% equity participation from IOB to take over IOB’s branch at Bangkok in Thailand. In 1977, IOB opened its branch in Seoul (South Korea) and the Bank opened a Foreign Currency Banking Unit in the free trade zone in Colombo in 1979. In the post reform period the bank has made a successful debut in raising capital from the public during the financial year 2000-01, despite a subdued capital market. The issue opened on September 25, 2000 for raising Rs.111.20 crore and was oversubscribed by 1.87 times. The issue closed on September 29, 2000 - on the earliest closing day. The allotment was made in October 2000. Consequent to the public issue, the share of the Government in the Bank's capital came down to 75%. The scrip of the Bank have been listed on the Madras Stock Exchange (Regional), Stock Exchange at Mumbai and the National Stock Exchange of India Ltd. The bank bagged the NABARD's award for credit linking the highest number of Self Help Groups for 2000-2001 among the Banks in Tamil Nadu. 

Performance during 2002-03

· Operating Profit improved to Rs.794 crore from Rs 616 crore in 2001-02 

· Net Profit up by 81% at Rs.416 crore. 

· Owned funds rose to Rs.1460 crore from Rs.1133 crore. 

· Profit per Employee rose to Rs.1.70 lac from Rs.93,000. 

· Ratio of operating profit to average working funds went up from 1.78% to 1.99%. 

As of March 2003, IOB had 1427 branches in India and 6 branches overseas. Besides the Bank had 243 Extension Counters. IOB has specialised branches to cater to the exclusive needs of Commercial & Industrial credit (the branch has received ISO 9002 certification), Industrial finance, Small Scale industries, hi-tech agriculture and foreign exchange. The bank is a depository participant. To meet the needs of investors in the capital market the bank has two exclusive offices one at Mumbai and the other at Chennai. The Bank opened its first Asset Recovery Management Branch in Chennai on 21st February 2003. It would focus on recovery of dues under DRT cases of Chennai (Metro) and (Non-Metro) Regions of the Bank. 

Other Markets

A) Money Market

Call money rates closed at 4.75-5 per cent as the month of July 2003 came to an end. Bond yields edged off the day’s low with the benchmark 10 year at 5.61 per cent. Traders however awaited the next two bond auctions due in the first week of August, 2003.

B) Debt Market

Securitized high risk bonds may be listed on most of the stock exchanges throughout the country making it easier for the banks and institutions to shift dud assets or high-risk, fixed–interest home loans out of their books.

There has been an unprecedented rush for the Relief Bonds. The bonds 6.5 per cent tax-free paper and 8 per cent taxable bond have been in demand with the plummeting interest rates. Retail investors prefer these instruments to banks deposits, while some have booked profits in the stocks to park the money in these risk free papers.

C) Foreign Exchange Market
The rupee ended in July at Rs 46.15/16 to a dollar as corporates bought dollars to meet the month end payments. The last day of the month witnessed state-run banks buying dollars through out the day and this was supposedly on account of the gains that the dollar made in the overseas market. With the rupee being presently valued on a trade-weighted basis and given the dollar’s gains the rupee is only expected to be over valued. The last three months also witnessed foreign investments in the Indian bond and equity market to the tune of $1.3 billion

Infrastructure and Services

Ports
The first quarter of 2003-04 has seen an overall improvement in the performance in meeting the targets laid down by the Ministry of Shipping as compared to the corresponding period last year. As per the figures stated by the Indian Ports Association, 13 major ports have improved upon the performance by 5.6 per cent in comparison to what was seen in the first quarter of 2002-03. On the whole the total cargo handled by the major ports was 79.67 million tonne as compared to 75.44 million tonne last year. Vishakhapatanam port started this year on a negative growth both in terms of target and performance. The Vizag port terminal continued to maintain its edge, while its competitor the Kandla port recorded traffic of 10 million tonne this quarter. “If unable to attract cargo attract tourist” has been the advice of the Shipping Minister Mr. Shatrughan Sinha. He has asked the four Government run major ports namely Mumbai, Goa, Mangalore and Kochi to launch a major drive to promote ‘Port Tourism’ This would mean converting a part of the waterfront on these ports to entertainment centers along lines of some of the great piers around the world, eventually linking these ports with cruise service call “Coastal India Cruise” While setting up passenger terminals would be the responsibility of the respective port, establishing other shore facilities and the cruise service would be looked after by private participants.

Telecom
The Telecom Regulatory Authority of India (TRAI) plans to start a new licensing regime that would eventually change the face of the India’s Rs 40,000 crore telecom market. The authority plans to bring all the segments of telecom market under a single operating license covering fixed, mobile, domestic, long distance, international calls and creating uniform rules for all players. This is huge step forward from TRAI’s existing proposal to merge the cellular and WLL-M licenses. India is poised for a big leap with respect to the cellular segment of the telecom sector, compared to other countries in the Asia Pacific Region.The Indian Cellular Industry is expected to grow at a compounded annual interest rate (CAGR) of almost 40 per cent till 2007.This is the highest amongst the 10 cellular markets in the Asia Pacific region.

Power and Energy
In a bid to rope in the corporate sector to invest in setting up and running of renewable energy projects, Government of India is looking at a proposal to introduce open bidding for certain select areas. Under the proposed scheme by the planning commission working group, bids would be invited to fix the level of subsidy that would be extended by the prospective investor for setting up a project in remote and un-electrified village or a cluster of such villages. Currently India has 80,000 villages which have no electricity and the government will have to provide electricity to these villages by 2012.

Industry
Tractor Industry

India is the largest manufacturer of tractors in the world. The major units manufacturing tractors are: (I)Eicher Tractors Limited, (ii) Escorts Limited, (iii) Escorts Farm Tractors Limited, (iv) HMT Limited, (v)Mahindra & Mahindra Limited, (vi) Punjab Tractors Limited and (vii) Tractors & Farm Equipments Ltd. (TAFE) (viii) Bajaj Tempo (ix) Sonalika Tractors. Manufacture of tractors is de-licensed under the New Industrial Policy of 1991. Most of the tractor manufacturers initially entered technical collaboration in the 1970's and 1980's with world renowned companies in the field in UK, USA, Czechoslovakia, Poland etc. The induction and absorption of foreign technology is now almost complete. Now, there is barely any import of tractors for meeting domestic requirements. Indigenous production is sufficient to meet the demand and in fact, the country has started exporting tractors in the recent past to even developed markets, like the USA. Nature has played truant with the tractor industry's fortunes for the past four years.  The industry has been very sluggish in recent times. Growth has been slowing this fiscal, and it is nothing more than 200,000 tractors sold. Though this strengthens the opinion that India is more of a replacement market, and that first time buying is minimal amount, it is only true in some pockets and regions. In states like Punjab, where tractor concentration is high – 72 tractors per hectare – this could be partially true. But in other states, replacement market is not a real factor. There are only more first time buyers. The progressive failure of the monsoon has had a deep impact on this industry's performance. Tractor manufacturers, such as Mahindra & Mahindra, TAFE, Punjab Tractors and Escorts, have, as a result of the drought in many States, been put through the most taxing times.
 (Rs Crore)                  

	Sr No
	Company
	Year ended March 2003
	Quarter Ended 

March 2003
	Quarter Ended 

March 2002

	
	
	Sales
	Net Profit
	Sales
	Net Profit
	Sales
	Net Profit

	1.
	Eicher Ltd
	532.49
	-9.11
	140.12
	-1.91
	160.71
	0.77

	2.
	Escorts Ltd
	789.48
	24.04
	221.32
	67.87
	490.29
	22.91

	3.
	Mahindra& Mahindra Ltd
	263.70
	3.96
	85.21
	4.09
	68.12
	0.98

	4.
	Kalyani Brakes
	161.47
	12.44
	53.65
	3.65
	38.70
	3.15


Amongst the manufacturers the performance has been varied. While Eicher Ltd has shown negative profits, profits of Mahindra & Mahindra and Punjab Tractors are comparatively lower than the preceding year, but Escorts has recorded increases in profits. Interestingly, tractor manufacturers have converted the adversity of the drought last year into an opportunity to reduce their transit (dealer) inventory. The top manufacturers have been able to drastically cut down on the inventory pile up at the wholesale level. Escorts, for example, is estimated to have sold about 30,000 tractors last year at the retail level and only about 21,000 units at the dealer (wholesale) level. As the monsoon progresses, two constituents in this sector will be viewing it with trepidation and hope — the farmer and the tractor maker. 

Important Policy Pronouncement

Finance Ministry tightens norms for duty sops to SEZ.
The ministry of Finance has decided to tighten the eligibility norms for duty concessions available to the Special Economic Zones (SEZs), supplies from domestic tariff area (DTA) to SEZs and also developers of greenfield SEZs. But documentation requirements have been simplified by SEZ Regulation 2003 which will come into force from August 15th 2003. The ministry has also made it very clear that supplies to SEZs will not be eligible for Duty Entitlement Pass Book and duty drawback entitlements unless the payments are done in foreign exchange. Also the supplies from SEZs will be governed by the provisions of the Customs Act 1962 and not by the Central Excise Act as these zones will now be treated as ‘foreign territory’ for trade, duties and taxes.

Subsidised Pension Scheme launched
The Varishtha Pension Bima Yojana along with the Universal Health Insurance Scheme was launched by the Prime Minister Mr. Atal Bihari Vajpayee. The two schemes were launched simultaneously in various cities across the country. Highlights of the Varishtha Pension Bima Yojana are as follows

· Offers 9 per cent assured returns

· Lock in period of 15 years

· One-time premium minimum Rs 33,335, maximum Rs 2,66,665

· Minimum monthly pension Rs 200 and maximum Rs 2000

· Loan facility up to 75 per cent on premium account

· Lower age limit 55 years and no upper age limit

· One person per family eligible for investment

Refer to the Excel Files for the Graphs and Annexure
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Sheet1

		Item		Units		July		June		July		(%) Change

						2003		2003		2002		[1] / [2]		[1] / [3]

						[1]		[2]		[3]		[4]		[5]

		WPI - All Comm.		1993-94=100		172.7		172.6		164.4		0.63		5.65

		Inflation - WPI		Per cent		5.2		5.1		2.0		1.96		155.00

				Week ended		26/07/03		27/06/03		06/07/02

		IIP  (93-94=100)		2 months lag		173.8		172.9		168.9		0.52		2.90

						(April 03)		(March 03)		(April02)

		INR / US$*		Month End		47.34		47.46		48.82		-0.25		-3.30

		M3		Rs. '000 Cr.		1724.57		1714.25		1614.91		0.60		6.79

		[i] Agg. Deposits		Rs. '000 Cr.		1323.66		1278.02		1353.28		3.57		-2.80

		[ii] Currency		Rs. '000 Cr.		271.66		241.3		261.63		12.58		3.83

				Outstanding as on		26/04/03		31/03/03		30/04/02

		Call Money		% Range		4.00-5.00		5.00-5.7		4.00-6.55

		(Lendings)		Week ended		26/04/03		29/03/03		30/04/02






