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UPDATE ON INDIAN ECONOMY: March 2002

Editorial

[A]  National

The Railway Minister Mr. Nitish Kumar announced the Railway Budget on February 26, 2002. The average increase in passenger fares was about 7.9 per cent. The Minister informed the Parliament that Rs 910 crore of the additional resource mobilization will come from passenger fares and Rs 450 crore from freight.

[B]  International

Mr. Horst Kohler, Managing Director, International Monetary Fund (IMF) noted in the international conference held on January 14, 2002 in Washington on poverty reduction strategies that 'the most immediate and urgent challenge of the twenty - first century' is the fight against world poverty. IMF is now convinced that its role extends beyond balance of payments support programmes which it has been pursuing so far; the future role will encompass also the poverty reduction strategy worldwide.

The Union Budget 2002 – 2003

The Finance Minister Mr. Yashwant Sinha presented the Union Budget for the year 2002 - 2003 on February 28, 2002. The Finance Minister stated in his speech that economic growth is expected to be about 5.4 per cent.

Capital Market Review

During the month of February 2002, the BSE Sensex moved from a low of 3290 on February 5, 2002 to a high of 3758 on February 27, 2002. Apart from the sell-off in VSNL and IBP, the government announced a new drug policy, the decontrol of sugar, amendments to the Essential Commodities Act, which enthused confidence among the investors as also FIIs about Indian reform process. The scrips, which can be considered for investment are ABB (Rs 270), Tata Tea (Rs 199), Asian Paints (Rs 306) and BHEL (Rs 178).

Corporate Update

With new business strategies in place and customer oriented focus, ABB is likely to reap rich dividends in future. The investment in the scrip at the market price of Rs 270 is recommended for medium to long - term horizon.

Other Markets

(A) Money Market. (B) Debt Market. (C) Foreign Exchange Market.

Infrastructure and services

· The strategic control of VSNL was won by Tata Sons Ltd. and that of IBP Co Ltd was won by Indian Oil Corporation Ltd. in a major disinvestment event on February 5, 2002. 

Industry

Update on Housing Finance Industry.

Important Policy Announcements

The Cabinet approved the new Drug Policy on February 5, 2002. According to the new policy, price control would be imposed on bulk drugs with a total turnover exceeding Rs 25 crore and holding a 50 per cent market share. Drugs with turnover between Rs 10 crore and Rs 25 crore but with 90 per cent of the market share would also invite control under the competitiveness clause.
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