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PM CALLS FOR GREATER BRIC TIES
Prime Minister Manmohan Singh said the coming together of BRIC states in the G20 process must be backed by co-operation in the real economy space. 

Addressing the first summit of BRIC nations (Brazil, Russia, India and China), Mr Singh said there was unanimous opinion among leaders of these economies that protectionism or restrictions on free flow of trade will be counter-productive and pose a threat to recovery in the developing world. The stark collapse in world trade has heightened the importance of an early completion of the Doha round of talks keeping in mind the development dimension, he added. 

Mr Singh recognized the continuing need to redefine the role of institutions of global economic and financial governance to reflect contemporary realities. The broadening of representation in the Financial Stability Forum and the Basel Committee on Banking Supervision were an important development in this context. 

Addressing the media on the broad conclusions of the summit, Russian president Dmitry Medvedev said the bloc’s governments must regularly interact at the level of finance ministers and central bank governors to monitor the progress of decisions taken at the summit. Significantly, in the joint declaration of the summit made by Mr Medvedev, there was no mention of the attempt to work towards an alternate reserve currency in order to reduce the dependence on the dollar. It appears China and India felt there should be more debate on the issue of moving to an alternate world reserve currency. (The Economic Times: June 17, 2009)

AT 8%, INDIA TO GROW FASTEST IN '10: WORLD BANK

The World Bank has projected an 8% growth for India in 2010, which will make it the fastest-growing economy for the first time; overtaking China’s expected 7.7% growth. 

The multilateral lender has revised upwards the growth rate for the Indian economy this year to 5.1% from an earlier projection of 4%, according to its Global Development Finance Report. India has consistently outperformed growth forecasts by the World Bank in the past. 

The prospects for the global economy remain ‘unusually uncertain’ despite recent signs of improvement in some parts of the world, the report points out. 
(continued on next page)
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Barring a few countries, including India and China, the bank has cut 2009 growth projections for all other economies and expects the world economy to contract by 2.9% this year. 

"Developing countries are expected to grow by only 1.2% this year, after 8.1% growth in 2007 and 5.9% growth in 2008. 

"When China and India are excluded, GDP in the remaining developing countries is projected to fall by 1.6%, causing continued job losses and throwing more people into poverty," the report said. 

The report calls on governments around the world to be vigilant when drawing up strategies to reverse the recent expansionary monetary and fiscal policies once the world economy takes off. 

The bank has urged rich countries to boost the flow of credit to developing nations to help speed up economic recovery. “Developing countries can become a key driving force in the recovery, assuming their domestic investments rebound with international support, including a resumption in the flow of international credit,” said Justin Lin, chief economist at World Bank. 

Despite the gloomy picture for this year, the bank says growth in developing countries, led by India and China, could reach 4.4% in 2010 and 5.7% by 2011. 

Since global growth will only return to its full potential by 2011, the gap between actual and potential output, unemployment and disinflationary pressures continue to build, the report adds. 

This World Bank report compares with a more upbeat assessment by the International Monetary Fund, which said last week the decline in global output has moderated and it may raise its 2010 growth forecast for the world economy. (The Economic Times: June 23, 2009)

INDIA'S CLEAN ENERGY INVESTMENT UP BY 12% TO $3.7 BILLION
Sustainable energy investment in India went up to $3.7billion in 2008, up 12% since 2007. It included asset finance of $3.2 billion, up by 36%. Venture capital and private equity saw an increase of 270% to $493 million. Mergers and acquisition activities totaled $585 million. Most acquisition activity was centered on biomass, small hydro and wind projects, according to a new report. 

The wind sector got the biggest chunk of investment, up from $2.2 billion to $2.6 billion. While investment in solar, particularly in module and cell manufacturing facilities, went up from $18 million in 2007 to $347 million, investment in small hydro quadrupled to $543 million. Investment in biofuels dropped from 251 million to $49 million, as per the Global Trends in Sustainable Energy Investment 2009 report. 

Wind power continues to dominate renewable energy, both in installed capacity and manufacturing. However, installations are fragmented with 40% of 9.8GW installed capacity from projects that are less that 5MW. Many of these small projects are owned by corporates that are seeking tax benefits and an additional power source for their operations. The government announced an optional Generation Based Incentive (GBI) for wind power in 2008 to take the place of tax benefits, which aims to give a boost to larger projects developed by independent power producers, adds the report. 

The Semiconductor Policy announced in 2007 led to $347 million of investment in the solar sector in 2008, nearly all of it directed towards manufacturing facilities. Additionally, the central government has instituted a national feed-in tariff for solar power projects of $240/MWh for PV and $200/MWh for solar thermal. The policy is intended as a pilot and covers only 50MW total nationally, but several states have introduced supplemental feed-in tariffs for solar as well, notes the report. 

Finally, the introduction of renewable portfolio standards in many states began to see traction in the industry, emphasizes the report. Thirteen Indian states have an RPS policy of between 2% and 10%, dictating the percentage of power purchased by distribution companies from renewable sources. The state of Maharashtra fined distribution companies that did not meet the 5% RPS in 2008. Maharashtra will be the site of a pilot renewable energy certificate trading scheme in the second half of 2009, says the report. 

The growth in sustainable energy is expected to continue. To achieve the clean energy targets in its 11th Five Year Plan, the reports points out, wind will need to grow by 2.5GW in each of the next three years to meet the goal of 17.5GW by 2012. Small hydro has an additional 1.1GW to be commissioned to meet the 3.4GW target. There were no grid-connected solar projects commissioned in 2008, but a pipeline of 222MW of solar projects was announced in 2008. Biomass needs to double to reach the 3.5GW target for 2012. (The Financial Express: June 05, 2009)
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INDIAN COMPANIES EXPANDING ABROAD
A considerable amount of time has passed since the period when India was primarily seen as a destination for global foreign direct investment. The trend continues but with a difference. Over the last few years, the growing ambitions of Indian firms, both big and small, have added a new dimension to the Indian economy. 

This has been made possible through a reverse flow of resources as outward FDI from companies in India looking to become global players. With the result some ambitious and daring steps were taken by the Indian Inc lately. Hindalco-Novelis, Tata Steel-Corus, Suzlon-REpower, Wipro-Infocrossing, United Spirits-Whyte & Mackay are some of the major acquisitions by the Indian corporate abroad. 

As per the RBI's data for the year 2007-08, the total outward investment from India, excluding that made by individuals and banks, rose 29.6% to $17.4 billion, largely due to acquisitions. A large part of this was through the equity route. If one considers the sectoral spread of India's investments abroad, manufacturing topped the charts followed by the non-financial service sector. 

Within the manufacturing sector, investments were in industries such as electronic equipment, fertilizers, agricultural and allied products and gems and jewellery, while within non-financial services, investments were targeted at telecom, medical services and software development services. 

The number of overseas investment proposals, which almost doubled in the first half of 2008-09 (from 1,049 proposals in H1 of FY08 to 2,000), indicates that Indian firms are still looking forward to investing abroad.  The direction of investment proposals reveals that the US, Singapore, Netherlands, Mauritius and Britain together accounted for more than 60% of proposed outward investment from India as against the first half of FY08 when Netherlands (largely used as an investment route by Indian firms to invest in Europe) led the charts followed by Singapore among other nations. 

Lately France and Canada have also entered the fray as they offer attractive investment opportunities for the India Inc. In 2006, France was the 3rd leading economy in Europe and the 5th leading economy worldwide. It is the 4th leading exporter of services and the 5th leading exporter of goods. Similarly, Canada's prudent fiscal policy, low inflation, interest and unemployment rates, and a corporate tax framework are among the best in the world. 

However, to enable Indian industry to flex its muscles abroad, constructive measures were taken by government agencies that resulted in the actual outward FDI in JVs and WOSs during the quarter July-September 2008 rise to the tune of US$3,134 million, showing a growth of 5.4 percent over US$ 2,972 million during the corresponding period of the previous year. Of the total investments, 84 per cent were in the form of equity and the remaining 16 per cent were loans. 

The introduction of FEMA in 2000 brought about significant policy liberalization. The limit for investment up to US $ 50 million, which was earlier available in a block of three years, was made available annually without any profitability condition. 

Permission was granted to the companies to invest 100 percent of the proceeds of their ADR / GDR issues for acquisitions of foreign companies and direct investments in JVs and WOSs. Automatic route was further liberalized in March 2002 wherein Indian parties investing in JVs/WOSs outside India were permitted to invest an amount not exceeding US$100 million as against the earlier limit of US$50 million in a financial year. Also the investments under the automatic route could be funded by withdrawal of foreign exchange from an authorized dealer (AD) not exceeding 50 percent of the net worth of the Indian party. 

In order to promote Indian investment abroad and to enable Indian companies to reap the benefits of globalization, the ceiling of investment by Indian entities was revised from 100 percent of the net worth to 200 percent of the net worth of the investing company under the automatic route for overseas investment. The limit of 200 percent of the net worth of the Indian party was enhanced to 300 per cent of the net worth in June 2007 under automatic route (200 percent in case of registered partnership firms). In September 2007, this was further enhanced to 400 percent of the net worth of the Indian party. (The Economic Times: June 22, 2009)
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INDIA IS THE SECOND LARGEST INVESTOR IN UK
India is now the second largest ‘foreign direct investor’ in the UK in terms of the number of projects, outdone only by the US, according to the UK Inward Investment Results, 2008-09, released recently. 

With 108 projects, the number of Indian FDI projects rose 44 per cent in the year, replacing Japan as the largest Asian supplier of FDI projects in the UK. 

Dr Reddy’s Labs, Hemair Systems, Zanec Soft, IMI Mobile, Value Labs, Sri Jugal Kishore Jewellers, Virtual Marketing, Virinchi, Emsyne, Northgate — all from South India — are part of record-high new FDI into the UK, according to a press release issued by the British Deputy High Commission, Chennai. 

Dr Reddy’s Labs, Hyderabad acquired a small molecules business. Chennai-based Zanec Soft set up an European Union headquarters in London. IT products/services firm Virinchi Technologies, Hyderabad has opened an office in Edinburgh. Emsyne, a Kochi-based IT firm, has also set up an office in London, while Northgate Technologies acquired Reuters’ high-end data centre infrastructure, through its London-based subsidiary Axill Europe. 

“The UK is an obvious base for these firms looking for a springboard to global markets. They are also attracted by the UK’s blend of high-tech, high-skill and high-end industries. To cite the example of life sciences, a fifth of all medicines globally are made in the UK and 35 per cent of Europe’s biopharmaceutical clinical trials take place in the UK,” Mr Mike Connor, British Deputy High Commissioner in Southern India, said in the release. 

The new investors in 2008-09 join a long and growing list of FDI projects from the South into the UK: Sify, Polaris, Ma Foi, Shasun Chemicals, Orchid Pharma, Apollo Hospitals, Aurobindo Pharma, Clintox, Ocimum, to name a few, Mr Connor said. (The Hindu Business Line: June 19, 2009)

INDIA REGAINS TOP SPOT AS GLOBAL RETAIL INVESTMENT DESTINATION: REPORT
India has reclaimed its position as the most attractive destination for global retailers despite the downturn, according to the Global Retail Development Index (GRDI) brought out by US-based global management consulting firm, A T Kearney. 

India was declared the best option amongst 30 emerging markets. It is ranked at the top followed by Russia at the second and China at the third spot. 

The GRDI report further noted that "larger, resilient developing countries sit atop the 2009 GRDI as they are most likely to lead the economic recovery." It also stated that India has become the most attractive destination for retail investment for the fourth time in five years. 

The report stated that in India, domestic retailers were getting into the restructuring mode due to the impact felt by the downturn. “But this has opened the window of opportunity for global retailers and many, including Wal-Mart, Carrefour and Tesco, are continuing expansion plans as Indian consumers grow increasingly affluent, brand-conscience and familiar with global retail formats,” the report said. 
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DOMESTIC BPO BUSINESS TO TOUCH $6 BN IN REVENUES BY 2012
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The domestic Business Process Outsourcing (BPO) market, with a growth rate of 50 per cent over five years, grew faster than the exports market to reach nearly $1.6 billion revenues in the financial year 2008. Though it is smaller than the $11-billion BPO exports market, it is expected to reach $6 billion by 2012, according to a new Ernst and Young (E&Y) study. 

The BPO sector’s exports depend heavily on North America and the UK, which account for 87 per cent of total exports revenue. With these two economies having been hit badly, the growth rate for exports is expected to fall further. But, if it’s “business as usual mode”, India’s BPO exports will touch $28-30 billion over four-five years, states the report. 

The domestic BPO market, hence, presents a huge untapped growth opportunity. Its addressable market opportunity is in the range of $16-19 billion by 2012, with significant business growth coming in from sectors like BFSI (banking, financial services and insurance), telecom, media, and retail and government sectors. 

(continued on next page)
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“Outsourcing is not new to India. Indian companies have been doing this for a long time now. But what we were surprised to find was the depth and scope of portfolio outsourcing firms are ready to consider,” said Milan Seth, partner, technology practice, E&Y. 

Eighty per cent of the industry comprises captive shared service centers. The rest of the industry is highly fragmented. Estimates suggest that 650-700 firms constitute the unorganized sector. Over the next few years, the market will be consolidated and 8-10 large vendors will dominate it, says Seth. 

Indian IT biggies, such as Tata Consultancy Services, Infosys and Wipro, are increasing their focus in this segment. India’s second-largest IT firm Infosys recently announced its foray in the domestic market, with Wipro expected to join soon. 

Global players like IBM Daksh, Firstsource, MphasiS BPO and Intelenet Global Services are also planning to significantly expand their presence in this market. Firstsource’s revenue contribution from the domestic market has grown from 3.8 per cent in FY07 to 10.8 per cent in FY08. Similarly, the NYSE-listed Genpact has signed up four customers among the Indian financial services segment. Likewise, the Nasdaq-listed EXL Services is understood to be scouting for local buy-outs. (Business Standard: June 16, 2009)

E&Y, CARE BULLISH ON AUTO RECOVERY
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Reports of sales of passenger vehicles in India doubling in the next five years could bring back confidence to auto manufacturers in the country, after almost a year of sluggish demand for passenger vehicles. 

According to an Ernst & Young analysis, passenger vehicle sales in the country will grow at a CAGR of 12% to touch 3.75 mln units by 2014 as against 1.89 mln units at the end of 2008-09. While domestic market is expected to contribute 2.75 mln units to the total tally, the remaining 1 mln units would contribute towards exports. 

Likewise, as per estimates by CARE Research, the domestic two-wheeler sales will grow at a CAGR of 8.8% by 2014 at 11.3 million units vis-a-vis 7.43 million units in 2008-09. However, the demand for two-wheelers will be weak for the next year with sales foreseen to grow by 6.7% in 2009-10 at 7.9 million units, it says. “Indian industry is drifting towards a general monopolistic scenario wherein there will be large number of players selling similar products as against current oligopoly where we have fewer big players,” Rakesh Batra, partner and national head (automotive practice), E&Y said. 

“Although exports are poised to grow significantly due to India’s fuel-efficient low-cost product range, there is an upside risk on exports as it is dependent on the recovery of the global markets,” he added. 

Stimulus packages announced by the government would prevent the market from a free fall and the benefits are expected to continue till assurance of sustenance of manufacturers is established. Further, the entry of ultra low-cost cars, like the Nano would increase the penetration level from the existing nine cars per 1,000. Moreover, just 65% of the installed capacity is being used (the global average is 64%); both national and global players are expected to add to the capacities. 

“The long-term growth drivers are in place, which is leading both international as well as domestic players to add to their capacities significantly,” Batra said. Besides, E&Y said Indian makers with unutilized capacities stand to benefit in future as global auto are expected to consolidate their operations by reducing number of sites amidst shrinking demand. (The Financial Express: June 30, 2009)
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GM INDIA SETS EYES ON EXPORTS, SPARK DIESEL VERSION ON CARDS
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After Hyundai, Maruti, it is time now for General Motors India to focus on exports in a big way. Despite being presence in almost 200 countries, the Indian arm of the global major sees that its small cars have huge potential in the global markets. 

The company is also currently working on alternate fuels, including diesel, for its small car Spark which may hit the stands in due course of time, said Mr. P Balendran, vice-president, corporate affairs, GM India. 

(continued on next page)
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Speaking after launching Spark LPG version, he said: ‘‘we are definitely looking at the Asia Pacific and European markets. We have a flexible engine production facility at Talegaon as well as a new manufacturing facility. We see the revival of market and hope by 2011 GM India will be in a position to export 20% of its total production capability of 225,000 cars per annum.’’ 

To a specific question, he said: ‘‘the company will looking at exporting of small cars only. If the demand for small cars shoots up, both in domestic as well as in other markets, we may go for another Greenfield facility at the same Talegaon venue, where we have over 300 acres of land and can manufacture upto 160,000 cars and 140,000 engines afresh per annum.’’ 

Reiterating that GM India is completely insulated from that of its US operations, he said: ‘‘we have made investments as per our commitment in India and will be growing as we targeted. Given the encouraging sales growth in April and May, GM India believes that it will achieve double-digit growth of 10% over last year.’’ With the launch of Spark LPG version into the market coupled with the new launches of Chevrolet Cruz (in September) followed it with a mini car on Spark platform by the end of this year, the company is confident of achieving the 10% growth, he said. 

Responding to questions, he said GM India is working on alternate fuels for its small car Spark. ‘‘In addition to the petrol and LPG versions, the Spark will be introduced in alternate fuels, including diesel version in the near future,’’ Balendran said. Spark continues to be the major contributor for our overall sales in 2009, he said. ‘‘With the Cruz and mini car in place in the next few months, we believe that GM India’s market share will be increased to 10% by 2010 as compared to 4% now,’’ he added. (The Financial Express: June 24, 2009)

BIOCON TIES UP WITH MYLAN OF US FOR BIOGENERICS
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Biocon Ltd announced an exclusive collaboration with the US-based generic drugs major Mylan Inc to develop, manufacture, supply and commercialise many high-value generic biologic compounds for the global markets. 

“Mylan and Biocon will share development, capital and certain other costs to bring products to market,” Biocon said in a release.  “Mylan will have exclusive commercialization rights in the US, Canada, Japan, Australia, New Zealand and in the European Union and countries of the European Free Trade Association through a profit-sharing arrangement with Biocon. Mylan will have co-exclusive commercialization rights with Biocon in all other markets. All other financial terms and product details remain confidential.” 

The tie-up comes at a time when Biocon has been working towards the regulated Western market; and at a time when the US is pondering a law to allow biogenerics into the market. 

Biogenerics or biosimilars are similar-acting copies of original biologic medicine and can enter the market when the originals go off patent; they are said to cost much less than the innovator drugs. 

The Obama Administration wants to reduce the patent period of original biotech drugs from 12 years to 5-7 years to bring in the biosimilars. 

The Biocon Chairman and Managing Director, Ms Kiran Mazumdar-Shaw, “Through this partnership we hope to deliver high quality, affordable biogeneric antibodies and biologics, thereby addressing a critical need to lower spiraling healthcare costs in both the developed and emerging economies.” 
Mr Robert J. Coury, Chairman and Chief Executive Officer of the $ 5.1-billion Mylan (2008 sales), described the pact as “one of the more comprehensive and high quality biologics initiatives reported within the industry to date.” 

The Biocon Chief Operating Officer, Dr Arun Chandavarkar, termed it an important deal for Biocon that involved “a complex formula of risk- and cost sharing that goes beyond the more common licensing” mode for drug molecules. 

He said that though Biocon was working on its own novel drugs in some of these areas, the pact would touch only complex biogenerics required against cancer, auto-immune diseases and rheumatoid arthritis, etc.  The tie-up would involve resource commitment from both sides and cost-sharing on all aspects except for marketing. 
“Almost all work would happen at Biocon. It would definitely warrant recruiting specialists with experience in areas like MAbs.” Biocon would have a role at all levels up to the regulatory process;  (contd. on next page)
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and even co-market the drugs coming out of it in emerging markets. Biocon has already laid an early foundation for the R&D and infrastructure that this agreement requires. Mylan brings in its regulatory and commercialization capabilities in the US and Europe. “We should be ready when the large US market opens,” he said. 

Over the next five years, emerging markets, too, are expected to see biogenerics grow at over 20 per cent a year from the current $1.5 billion. “Biocon is well positioned to capitalize on these opportunities through its early investments in research, development and manufacturing of high quality protein therapeutics for novel biologics and biogenerics.” 

Biogenerics is a complex and costly game that allows only a few players into the highly regulated markets of Europe and the US. Ms Mazumdar-Shaw said, “A partner as strong as Mylan will accelerate our work in generic biologics and take it to the next level around the world, especially in regulated markets.” 

Mylan owns Hyderabad’s Matrix Labs with a 71.5 per cent stake it acquired for Rs 33,670 mln two years back. (The Hindu Business Line: June 29, 2009)

INDIAN FOODS BUSINESS POISED FOR LEAP
The Indian foods industry is at an inflection point, believe major fast moving consumer goods (FMCG) companies. While Hindustan Unilever (HUL) has already worked out a 10-year turnover road map, others like ITC and PepsiCo are scaling up their businesses to cater to the rapid growth. 
HUL, which has completed 75 years of operations in India, is confident that its foods business alone will reach a top line of more than Rs 200,000 mln (almost its current turnover) over the next decade. 
"Processed foods contribute to less than 5 per cent of India's food consumption. However, by 2012 the market will grow by 44 per cent to be a $90 billion market. And packaged foods will grow even faster, at 68 per cent, to be a $22 billion industry. Moreover, the per capita packaged food spending will increase by 57 per cent to $18 by 2012," asserts HUL executive director (foods), Shrijeet Mishra. For instance, in the 1930s, Indians did not drink tea. Today, the consumption of tea is seven million tonnes and is largely driven by brands like Brook Bond and Lipton. 

Says Abheek Singhi, partner at The Boston Consulting Group: "If the company adds Rs 15,000 -20,000 mln to its topline every year, then the target of Rs 200,000 mln in 10 years is surely possible." However, he qualifies, "Considering Indian consumption habits will not change that much over the next 10 years, the company would need to focus on oils — a Rs 150,000 mln market — and staples like dals (pulses) and atta (wheat flour) to achieve this growth and also strengthen its back-end supply chain to achieve the scale." 

Meanwhile, FMCG players like PepsiCo and ITC are also gunning in this high-growth market. For instance, Frito-Lay India has planned a $150 million investment for the next three years in the food market. Earlier this year, the maker of salty snacks like Kurkure and Desi Beats had diversified into the biscuits category with Aliva. "The aim is to address new consumer needs and thereby grow our portfolio in the near future," says Deepika Warrier, marketing director, Frito-Lay. The company had driven growth and conversion of a predominantly unbranded salty snacks’ market to a branded snacks market now estimated at Rs 30,000 mln with its entry in the segment in 1989. 

Likewise for ITC, maker of Classic and Wills cigarettes to Fiama di Wills shampoo, Bingo chips, Sunfeast biscuits and Aashirwad atta, the foods business is a high-growth area. For, the industry, despite the slowdown, is garnering a 15 to 16 per cent growth rate. "Our objective is to grow at a higher rate than the market rate," says Chitranjan Dar, chief operating officer, foods division, ITC. (Business Standard: June 23, 2009)
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TATA POWER TO BUILD PLANT FOR CORUS
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India's largest private power producer, Tata Power, will build a 525 mw plant for Corus at the world's second-largest steel maker’s IJmuiden facility in the Netherlands. Tata Power signed an MoU with Tata Steel and Corus Steel BV. 

According to a Tata Power statement, the company and Tata Steel will set up a joint venture company to build, own and operate the power plant. This power plant will use most of the excess production gases of the steel plant to produce steam and power for the steelmaker. The new plant will be ready in 2013 and will partly replace the existing power supply arrangement with another utility. 

The power plant will enable Corus IJmuiden works to secure its own long-term steam and power needs. The IJmuiden plant is also a green power project and adds to the growing sustainable energy portfolio for Tata Steel and Tata Power. As the power plant will be based on production gases, it will be a low carbon emitting plant. 

Tata Power's other green power generation investments include the Dagachhu hydro power project in Bhutan and geothermal projects in Australia. The company has an installed capacity of over 2,300 mw in India and presence in all segments of the power sector, viz, generation - thermal, hydro, solar and wind; transmission, distribution and trading. Its renewable portfolio in India includes installed generation capacity of 155.5 mw of wind farms. (The Times of India: June 26, 2009)
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