Excerpts of ‘Update on Indian Economy – November 2002’

National 

Finance Ministry has said that the government is confident of robustness of the economy and the lowering of the ratings of India’s local currency denominated debt by the international rating agency Standard & Poor would not affect the economy or resource mobilisation. The government is confident of achieving fiscal targets specified in the budget for the year 2002-03 which would help achieve moderation in the growth of internal debt.

International

Trade and economic cooperation between India and China could double by the end of the year 2003 as Beijing’s entry into the World Trade Organisation (WTO) has opened up a host of opportunities. India needs to look at China as an opportunity as the Chinese market is not only stable, its population is huge and labour cheap. India and China together represent a huge market of around 2.5 billion out of the total world population of 6.5 billion. Instead of competing with each other, these two countries could be a force to reckon with in the international trade.

Credit Policy

Some highlights of the Mid-term Review of Monetary and Credit Policy for the second-half of the year 2002-03 announced on October 29, 2002 :

· Bank rate cut by 0.25 per cent to 6.25 per cent.

· CRR cut by 0.25 per cent to 4.75 per cent.

· Repo rate lowered by 0.25 per cent to 5.50 per cent.

Capital Market Review

The BSE Sensex opened at 2,976 points on the first day of October 2002 and closed at 2,949 points on the last day of the month. The market gained ground in the initial days of the month but later fell due to the worries over a delay in the government’s disinvestment program for the current year. The scrips which can be considered for investment are Telco (Rs 135), HDFC (Rs 615), ACC (Rs 143), Ballarpur Industries (Rs 40) and Karnataka Bank (Rs 54; cum-right).

Corporate Update

Corporate Update on Telco.

Other Markets

* Money Market * Debt Market * Foreign Exchange Market

Infrastructure and Services

* Increase in Railway freight. * Growth in electricity generation. * Time lag in Infrastructure Projects. * Assistance from LIC.

Industry

Update on Cement industry.

Important Policy Pronouncements

* SEBI approves UTI plan. * Government notification on additional norms for 45 new export items. * Tenth Plan documents cleared.
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