Editorial

A) National

The Annual Report 2002-03 released by the Reserve Bank of India on August 27, 2003,  estimates that GDP growth rate for 2003-04 is placed at 6%, in fact the actual rate may over shoot even this figure because of the strong recovery in agriculture induced by good monsoons, and improved industrial growth. Further, gradual appreciation of the Indian rupee is pushing up imports which have risen to US$ 22,720 million during  April-July 2003-04 by 23 per cent from US$ 18,512 million; of the total imports in April-July 2003-04  non-oil items constituted 74 per cent which indicates that there is a turn around in the economy.  This turn around is likely to push the GDP growth rate upward during 2004-05.
B) International

During the past two decades the policy of liberalizing financial sector has been pursued by many developing countries, and this liberalization has taken place as a combination of response to changes in economic and political environment which is called “shocks”, and the momentum gained from the earlier reforms called “learning”.  The recent new study entitled, “Financial Reform: What Shakes it? What Shapes it?” prepared by IMF’s draws on the experiences of 35 countries over a period of 1973 – 1996, and it  found that the liberalization in discrete changes in response to economic and political ‘shocks’ were reinforced by a self-sustaining dynamic process.  In relation to the economic shocks it was found that generally crises triggered  the action.  The impact of reforms undertaken in the neighboring country also induced financial liberalisation.  

Capital Market Review

BANKING stocks appear to have been the favorites among Foreign Institutional Investors (FIIs) during the April-June quarter of this year. FIIs have bought major bank stocks including Union Bank, Canara Bank, Punjab National Bank, Vysya Bank and J&K Bank. As many as 12 banks, including PSBs and Private Banks, have witnessed rise in the FII holdings. 

PHARMACEUTICAL companies have also been in limelight on the bourses for sometime now. The landmark agreement that has been signed by US and other countries including India, if approved by WTO, will further enhance their performance on the stock market. The hectic buying in the pharma stocks was seen from the rise in the BSE Healthcare Index by 4.82 per cent. 

The scrips, which can be considered for short to medium term investment, are Tisco (Rs.245), ONGC (Rs.650), Telco (Rs.280), Cummins (Rs.80), Tata Chemicals (Rs.93)

Other Markets

A) Money Market
Call money rates ended steady at 4.4-4.5% on Friday 30th August 2003 amidst comfortable liquidity in the system. The Reserve Bank of India (RBI) accepted the 41 bids for Rs 21,925 crore received for three-day repos. Borrowing was very subdued because everyone was well supplied with adequate cash.
B) Debt Market
India’s spectacular three-year bond rally is set to end, with official interest rates bottoming out as Asia’s third largest economy rebounds smartly following a good monsoon. The prospect of lower returns, especially at the long-end, has already prompted investors to reduce new bond investments, with interest shifting to the short-end, where bonds could rally a little more on ample money market liquidity. 

C) Foreign Exchange Market
The foreign exchange reserves of the country increased by $148 million to $85.6 billion for the week ended August 2003. The rupee experienced a rude shock following two bomb blasts in Mumbai. On that day the domestic currency plunged by 18.5 paise intra-day on panic demand for the greenback, but the currency was quick to make smart gains. Despite the typical month-end demand for the dollar by oil companies, the rupee went up by 6 paise over the week to close at 45.85/86 on Friday 29th August 2003 in its value against the dollar

Infrastructure and Services

Propelled by a sharp increase in planned investment in infrastructure, the construction industry is expected to emerge as one of the largest for growth in income and employment during the 10th Five Year Plan (2002-07). The industry which is growing at 6-7% per annum is already the second largest employer with a 16% share of employment in the country. This figure is expected to go up further if the government goes ahead with the planned investment of US$400 billion  in power, highways, mass urban transport, railways, ports and airports during the next 10 years According to an estimate, every Rs 1 crore worth of construction activity generates direct employment for around 120 people, both unskilled and skilled. 

Industry

Food Processing

India is a major producer and consumer of a wide range of agricultural, horticultural, dairy, meat, fish and other products. Although a major producer, India’s processed food industry is less developed when compared to other countries in the region. Traditionally over 30% of fresh fruit and vegetables are lost due to lack of post harvest handling, storage, and processing facilities. Large quantities of cereals, grains and other bulk food products are lost due to improper handling and storage, pest infestations, transportation and poor logistic management. Some facts about the food processing industry in India are as follows.

· India is one of the world’s leading food producers. 

· US$ 70 billion industry including US$ 22 billion of value added products. 

· Existence of over 820 flour mills, 418 fish processing units, 5,198 fruit/ vegetable processing units, 171 meat processing units, 609 sweetened and aerated water (soft drinks) units, 266 milk product units, and several other food processing factories in the organized sector. 

· Processed food exports is estimated at Rs 120 billion per annum and constitutes about 18 percent of total exports. 

· Size of the semi-processed and ready to eat packaged food industry is over US$ 1 billion and is growing at over 20 percent. 

· Primary food processing is a major industry with a large number of rice mills, flour mills, pulse mills and oil-seed mills.

Important Policy Pronouncement – RBI Annual Report 2003-04
The Annual Report of Reserve Bank of India for the year 2002-03 was released on August 27, 2003.  The highlights of the Report are:

· The GDP growth rate for 2003-04 is placed at 6% due to strong recovery in agriculture and improved performance of industrial production as also reasonably good progress in sectors like roads, ports and telecom.

-
The price inflation during 2003-04 is expected to be below 5-5.5%.

-
External debt is placed at US$ 104 billion.

-
Monetary policy for 2003-04 retains its stance of maintaining adequate liquidity in the system to meet credit growth and support investment demand in the economy while continuing a vigil on movement in the price level.

-
The Tenth Plan document (2002-07) has recorded that despite the declining share of agriculture in GDP, employment in agriculture has remained virtually unchanged at around 190 million people over the last decade. Consequently the Tenth Plan  (2002-07) states that the key to the growth strategy is efficiency “based on unlocking of hidden capacities in the economy, unleashing repressed productive forces and entrepreneurial energies and upgrading technology in all sectors”.

-
The macroeconomic fundamentals of the Indian economy are strong and have acquired a distinct resilience in the face of the periodic crises that have characterized the previous decades.










