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uote
UnQuote“

“

“When we own portions of outstanding businesses with outstanding managements, our 
favorite holding period is forever.”
-Warren Buffett

“It is well enough that people of the nation do not understand our banking and mone-
tary system, for if they did, I believe there would be a revolution before tomorrow morn-
ing.”
-Henry Ford 

“In this world nothing can be said to be certain, except death and taxes.”
-Benjamin Franklin 

“There is only one boss. The customer. And he can fire everybody in the company from 
the chairman on down, simply by spending his money somewhere else.”
-Sam Walton 

“Auto racing began 5 minutes after the second car was built.”
-Henry Ford

“Information technology and business are becoming inextricably interwoven. I don’t 
think anybody can talk meaningfully about one without the talking about the other.”
-Bill Gates 

“Formula for success: rise early, work hard, strike oil.”
-J. Paul Getty 

“People have to follow their hearts, and if their hearts lead them to Wal-Mart, so be it.”
-Maynard James Keenan 
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Come October, there is a bite in the air and cold begins to 
seep in late into the night. A hint of the winter to come, 
this transition from sultry sweaty days to balmy evenings 

is indeed pleasant. However, India’s economic scenario is far from 
pleasant, though portents of growth inching upwards are slowly 
becoming visible. Persistent economic weakness continued to sap 
our abilities to address environmental challenges. But shocks are 
more than just natural phenomenon and, as events since 2008 show, 
they are increasingly systemic – transcending boundaries between 
geographies, markets and polities. In an interdependent, fast mov-
ing world, uncertainties are amplified – exposing many and insulat-
ing few. This presents new challenges for public and private sectors 
which need to be more agile and able to experiment with different 
development solutions in the face of rising complexity and improb-
abilities. 

The markets are sluggish; organizations have either stopped recruit-
ing or being miserly about it. As change managers, we must be at 
the forefront to anticipate such scenarios. The agility with which we 
respond to new circumstances is a measure of our resilience and 
preparedness for taking advantage of evolving situations. The condi-
tions look cloudy from a student’s perspective, and thus it makes 
sense for us to know as much as we can about the various sectors 
as well as issues that are a part and parcel of the bigger picture that 
is the Indian Economy. In this edition of The Perspective, we try to 
cover a few sectors of the Indian economy while examining some 
questions from a macroeconomic viewpoint. Continuing with our 
Corporate Chuckles section, we take a look at a career in Invest-
ment Banking. We hope that this issue would help you to under-
stand the big picture and connect the dots, thus ensuring informed 
opinions.

From the 
Editor’s Desk
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Analytics

In a tough global economy, sloppy decision 
making and “going with your gut” can have dire 
consequences. While making decisions regarding 

product pricing, inventory maintenance or talent 
recruitment, rather than relying on intuition, leading 
companies are increasingly turning to a new man-
agement discipline called analytics to compete and 
thrive.

In simple terms analytics is the use of quantitative 
methods to derive insights by breaking down past 
performance and data, and then drawing on those 
insights to make fact-based decisions that help shape 
business strategies and, ultimately, improve business 
performance. 
Advances in information technology now mean that 
we have easy access data and insights on everything. 
This huge pool of data gives us unprecedented op-
portunities and thanks to analytics, newer perspec-
tives are unraveled. We can now explore whole new 
dimensions and this has helped transform various 
sectors such as business, sports, healthcare and gov-
ernment. It is hard to think of any aspect of life that 
is not affected by analytics. 
The vast area of analytics can be broadly classified 
into 5 domains descriptive, diagnostic, discovery, 
predictive and prescriptive. The first 2 areas rely 
mainly on hindsight the last 3 areas require insight 
and foresight. 

Analytics has traditionally been used in industries 
like financial services for fraud detection, customer 
segmentation and financial risk modeling. Lately 
however, it is finding uses in various new fields as 
well. Sports, social media, e-commerce, gaming and 
HR are a few examples of recent adopters of ana-
lytics. From the ever growing scope of analytics, we 
need to realize that analytics is now no more a luxury 
for an organization rather a hygiene factor.
 The marketing analytics industry is poised for 
exponential growth and India will be one of the 
foremost forces leading this revolution. The present 
marketing analytics domain is extremely complex 
and fragmented. 

The analytics sector is India is classified broadly into 
4 categories of companies.

a) KPO’s which include companies like Genpact, 
WNS etc.
b) IT Companies like TCS, Accenture have also re-
alised the scope and growth potential and are slowly 
shifting their focus towards analytics.
c) Many big financial firms such as HSBC and Citi-
bank have their own in house analytics division. 
d) Niche analytics companies like MuSigma, Intuit, 
and Fractal Analytics.

There are more than 500 companies that operate 
in these 4 different sectors of analytics .The current 
worth of the analytics market in India is about $ 
375 million and as per reports from NASSCOM, the 
Indian marketing analytics industry is expected to 
grow from its present value to about $ 1.2 billion by 
2020 at a CAGR of 25%.

The government will have to recognize analytics as 
the next big revenue stream after IT and support the 
rapid growth of the industry by setting up better aca-
demic institutions and programs for analytics to help 
the industry fulfil its burgeoning talent requirement.  
McKinsey Global Institute (MGI) projects that by 
2018, the US alone would face a 50-60% gap between 
supply and demand of deep analytical talent .With 
this huge demand for analytics and India’s ever grow-
ing talent pool in this sector, the future of analytics 
in India is certainly promising.
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Consumer Durables

The realization that in today’s jet paced world, 
anything that reduces the effort and time that 
one has to put into a task or a chore, is a boon, 

led to the birth of consumer durables. A working 
woman would rather use a dishwasher than spend 
her precious time on manually washing her utensils, 
and she would rather quick-heat her meals in a mi-
crowave oven than in the conventional and time-con-
suming gas cooker.
The consumer durables market in India had been 
poised to grow by a Compound Annual Growth Rate 
of 15% between 2011 and 2016. It has been observed 
that the industry’s growth story in India is two-
pronged; firstly, it has been driven by lower penetra-
tion in rural markets – the 68% of the country’s pop-
ulation that constitutes rural first-time consumers 
are being targeted for growth in sales. Secondly, there 
have been a multitude of new innovations among the 
products in this sector, and the replacement demand 
in urban households is a major growth component.
There are a number of key drivers of the growth of 
consumer durables. Continued economic growth in 
India has increased the disposable income of house-
holds. The demographics of India are favourable – 
64% of the population is working, and the potential 
to invest in consumer durables is also, subsequently, 
high. Affordability is ever-increasing, and coupled 
with the declining price of products; the demand for 
such goods is shooting up. Rising degrees of urban-
ization and the shift from the traditional joint family 
system to the nuclear family requires effort-reduc-
ing consumer durables. Besides, new products and 
technologies, beautifully packaged innovation has its 
own appeal.
Additionally, India is witnessing an increased in-
tensity of organization in retail. Also, easy financing 
schemes and ready availability of credit facilities are 
an added bonus for the potential customer.

The Indian consumer durable sector is dominated by 
major players such as LG, Samsung, Sony, Whirlpool, 
etc. Bajaj Electricals have been recognized for their 
strong rural reach and diversified product portfolio, 
while Hitachi Home and Lifestyle is well placed in 
terms of stock, due to their strong growth in the AC 
segment.
On the other hand, spiraling raw material prices, 
intense competition and increased cost of service and 
distribution are among the major challenges being 
faced by industry. Also, since most of the companies 
in the consumer durable space are mid-cap and small 
cap companies (Mcap less than INR 32 billion), they 
have an inherent liquidity risk and high volatility risk 
attached to them.
External factors also affect the sector. For example, 
the depreciating rupee is expected to push up the 
prices of consumer durable and electronic goods by 
3-5%. Inflation is likely to cause a decrease in the 
share of consumer durables in the consumer’s basket 
of goods – the BSE Consumer Durables Index was 
the worst performer among the sectoral indices in 
India earlier in 2013. To tackle the situation, the Indi-
an government, in October 2013, decided to enhance 
capital infusion into the PSU banks over and above 
what was provided in the budget, to enable them to 
extend more credit to auto and consumer durables 
sectors to stimulate demand and combat slowdown.
To conclude, in a scenario of shortening product life 
cycles and brutally increasing competition, it is those 
companies that have strong R&D, a wide distribution 
network, and strong brand value, that will dominate 
the segment.
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The 900 million subscriber 
strong Indian telecom in-
dustry is the second largest 

in the world after China. Indians 
enjoy one of the lowest mobile 
tariff rates in the world and it is 
hardly surprising that almost 88% 
of the subscriber base is contrib-
uted to by mobile subscribers. In 
FY12 the Indian telecom sector 
witnessed a growth of 13.4% and 
stood at US$ 64.1 billion (TRAI). 

By June 2013 the teledensity, or 
number of telephone connections 
for every hundred individuals saw 
an increase with the month end 
figure standing at 73.33% for pan 
India and 139% for urban areas. 
The growth has been mirrored 
by the rural sector where tele-
phone connections reached 354.75 
million subscribers with 41.60% 
teledensity. Both the mobile and 
the broadband segments observed 
an upward trend in the internet 
usage patterns; growth of 5.75% 
in the broadband subscriber base 
was witnessed last year. In future, 
internet traffic is expected to 
reach an average of 2.5 exabytes 
per month and the wireless con-
nectivity in India is expected to 
grow at about 40 per cent traffic by 
2017, up from 38 per cent in 2012.
The key potential areas of tele-
com companies are  - increased 
penetration in the rural telepho-
ny market, high speed & quality 
broadband and Infrastructure 
development to support both.

As far as the market leaders are 
concerned , the top 3 players in 
the hyper competitive Indian 
telecom scene are Bharti Airtel 
and Vodafone followed by Idea 
Cellular. These three jointly hold 
70% of the revenue market share. 
In terms of subscriber base, Bharti 
Airtel leads with 189.6 million 
subscribers followed by 154.6 mil-
lion Vodafone subscribers. Idea 
Cellular comes in at third place 
with 124.8 million, but it is the 
leading service provider in the ru-
ral sector mainly due to compet-
itive pricing and focussed plans. 
Early 2014 auction for the 700 
MHz spectrum, in addition to the 
pre-existing 1800 and 900 MHz 
would provide a much needed 
impetus to pushing growth in the 
sector. This lower frequency spec-
trum would result in lower capital 
expenditure in terms of number of 
towers required and also provide 
better speed. Additionally, it shall 
act as a stimulus to the expansion 
strategy in the rural sector, aiding 
in better connectivity and quality 
of service. Introduction of 4G and 
lowering of 3G rates are subscrib-
er expectation from the sector as 
far as mobile internet connectivity 
is concerned. Airtel’s introduction 
of 4G in March this year, already 
resulted in 3G plan price wars.

The government and regulatory 
bodies aim to attract investment 
in the telecom sector to induce 
development. Department of 
Telecom (DoT) has granted the 
telecom tower provider sector 

“Infrastructure status” enabling 
higher limit on external commer-
cial borrowings (ECBs), lower 
import duties and exemptions 
on excise duty on telecom infra-
structure equipment. Regulatory 
policies by TRAI in accordance 
with the National Telecom Policy 
of 2012 are aimed at connecting 
India through affordable, reliable 
and converged telecom services. 
Q1 of 2013 saw National roaming 
charges being slashed. Instead 
of arbitrary rates, operators now 
offer special plans where free 
national roaming can be availed 
for an additional fixed charge. The 
consumers have also been provid-
ed the power to transition to other 
network providers by means of 
number portability.
With the approval of 100% FDI 
in the telecom sector we can look 
forward to foreign investments 
helping the industry with funding 
and hence lowering the financial 
risk. With October round the 
corner, the TRAI and DoT are 
expected to declare the rules gov-
erning Mergers and Acquisitions, 
Spectrum pricing and one-time 
airwaves fee leading to regulatory 
certainty.

Telecom
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Nothing captures imagina-
tion of Indian mind better 
than cars and bikes. Small 

cars, medium sized cars, large 
cars, SUVs, sports bikes, dirt bikes 
and the list goes on. You name it 
and people have it in their minds 
and this is much more than simply 
a story of indulgence. It has got a 
big angle to it that also has a role 
to play in the money matters of 
our nation.

Cars started running on Indian 
roads since as early as 1897. Iconic 
brands like Rolls Royce, Jaguar, 
Buggatti and Mercedes were 
luxuries meant for the erstwhile 
Maharajas and the social elite. In-
dian automotive sector came into 
existence in 1942 with the outlet 
of Hindustan Motors that stored 
assembled knocked down kits. 
From then on the Indian Automo-
tive sector has grown to be fully 
self sufficient and bigger in size.
As of 2013, the Indian automotive 
market is the sixth largest in the 
world and this competitive envi-
ronment bodes well for the sector 
as against the scenario of early 90s 
when outdated platforms from 
multinationals were in business. 
Even after the growth of market 
in economic terms, India has still 
not embraced personal vehicles 
as a must have product. Automo-
tive sector still has a hint of status 
symbol attached to it.

India has more than 40 million 
vehicles running on the road and 
tremendous growth is under way 
evident from a production figure 

of 3.23 million  in FY 2012-13 and 
an expected CAGR of 13 percent 
during 2012 – 2021 (source : 
ACMA)

Apart from satisfying demand 
of its domestic market, Indian 
automotive sector maintains good 
export figures as well, especially 
in USA, Italy, Sri Lanka, UK and 
Germany After the ups and downs 
of Indian economy in 2012, a 
sharp decline in Rupee (20%) has 
prompted a growth in export fig-
ures. Experts had speculated that 
export would reach $12 billion 
by 2014, but in the current situa-
tion, an even better figure can be 
expcted. 

Key players of the sector such as 
Hyundai Motors, Mahindra, Ford, 
Tata Motors and Maruti Suzuki 
are planning big on the back of 
export market. So employment 
opportunities in automotive sector 
can be expected to increase in the 
coming years.

Global economic slowdown and 
emission norms are the biggest 
challenges for the sector. The for-
mer stalls the inflow of capital and 
the latter eats into the revenue. 
Fortunately, despite rollercoast-
er rides of the past few years the 
sector has emerged stronger every 
time.

Automobile
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At an estimated 5 per cent 
GDP growth rate for the 
FY13, banking and finan-

cial sector of India faces a unique 
set of problems as well as opportu-
nities. The sluggish international 
and national demand coupled 
with deterioration in asset quality 
and macroeconomic conditions 
has resulted in a spike in risk 
aversion in banking sector.  Facing 
the brunt is not only the common 
man, but also is government with 
increased borrowing in market. In 
a period of upcoming elections, 
politically motivated populist de-
cisions are also expected to come 
up very soon.

The Build up
For years, India has been invest-
ing in the upbeat sentiment about 
the growth story  of its economy. 
With improvements in GDP and 
per capita income and sprouting 
of newer industries, the Banking 
and Financial Sector stepped in to 
stake its claim on the ever growing 
hunger for capital as well as secu-
rity. The subprime mortgage crisis 
of 2008 was enough to bring out 
the vulnerability of banking sector, 
putting an end to what seemed a 
fairy tale of Indian economy. In 
India, the foreign banks unloaded 
their holdings in Indian equities 
which further caused a stock mar-
ket crash and a weakened Rupee. 
Yet Indian economy was yet to 
recover completely when current 
inflation returned to haunt the 
sector.

The Current Scenario
A falling Rupee and a rising infla-
tion are seldom desirable for an 
economy. Yet, India faces both and 
once again des¬perate measures 
with a pinch of salt may save the day.
The development will make 
home, auto and other loans cost-
lier and worsen industrial pro-
ductivity and overall growth situ-
ation which is already stagnating.
The central bank increased the repo 
rate by 0.25% to 7.5%. This was 
done to control inflation majorly 
by cutting down the money supply 
in the economy. The development 
will make home loan, auto loan 
and other loans costlier and worsen 
industrial and overall growth situa-
tion which is already not doing well.
It can be said that the recent devel-
opments in the US economy led to 
the recent increase in repo rate in 
India.US did not taper its quanti-
tative easing this fiscal. This led to 
India breathing a sigh of relief as it 
could now concentrate on reviving 
its Inflation figures rather than 
concentrating on Rupee. Raising 
Repo Rate would have a negative 
impact on the Rupee but it would 
be counterbalanced by the Dollar. 

The financial sector may see a slow 
and sustainable growth rate for the 
next few quarters. RBI is trying to 
lower inflation as there has been 
a high inflation in food items this 
quarter. An increasing demand for 
people opening a savings account 
and a lower demand for loans 
might be the case in the near fu-
ture.  In years to come, the finance 
sec¬tor might see a slowdown and 
pric¬es in the equity market are 
expected to be around the present 
levels.  Slow economic growth and 
high interest rates have loads of 
negative impact on the economy.  
New projects that would have 
been beneficial earlier may not be 
so now, and companies may have 
to slow down their activities to 
maxi¬mize ROI. This may lead 
to  an increase in efficiency but a 
slowdown in the growth rate of 
sector as a whole.

The addition of newer dimensions 
to the sector in form of Raghuram 
Rajan’s recent revolutionary pol-
icies present a balanced picture, 
though only the time to come can 
tell about the future of the sector.

Banking & Finance
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         Retail

Indian retail industry, which 
has come a long way from 
the simple kirana stores to 

the organized market of big retail 
brands, is ranked among the top 
five markets of the world. With 
an estimated worth of US$ 500 
billion, retail sector accounts for 
around 14-15 percent of the GDP 
in India and is expected to reach 
US$ 750 - 800 billion by 2015. The 
organized segment constitutes 8 
percent of the total retail market 
and holds huge growth potential 
in near future.

The key players of retail sector are 
Pantaloon Retail Ltd., Shoppers 
Stop, Spencers Retail and Lifestyle.  
Bharti, Reliance, More and Globus 
are some of the domestic retail 
brands whereas Carrefour, Metro 
Cash & Carry, Walmart, Tesco and 
Marks & Spencers are some of the 
foreign brands  that constitute the 
market.

The FDI policy introduced by 
Indian government in September 
2012 opened new doors for multi 
brand retail trade, but the clauses 
posed new challenges as well. To 
start with, a minimum total in-
vestment of US$ 100 million and 
minimum investment of US$ 50 
million for backend infrastructure 
are mandatory. 

As a result, some segments such 
as mass grocery and apparels 
achieved the fastest growth, as 
both of these segments supported 
maximum joint ventures of local 

and foreign retailers. However, 
for some other subsectors such as 
beauty & wellness and consum-
er electronics which are still at 
nascent stage, there’s not much 
scope for foreign investment in 
the current scenario. Secondly, 30 
percent domestic sourcing from 
small scale industries of a total 
investment of not more than US$ 
2 million is mandatory for multi 
brand retail investment and hence 
may not be feasible for sectors 
with high end large size suppliers. 

Finally, though online retail 
segment in India is growing at an 
approximate rate of 35 percent 
annually, FDI in multi brand retail 
is not allowed in e-commerce.

On the brighter side, this policy 
has the potential of introducing 
new technology in farming, pack-
aging and storing, giving better 
exposure to SME segment and 
improving the condition of supply 
chain system, productivity and 

distribution efficiency of agricul-
ture industry. 
Above all, shopping experience 
of Indian consumer will be much 
better with a wide range of choice.  

In the near future, FDI is expected 
to enter into the specialty stores 
with great success, though the 
problem of sourcing might still 
persist. By 2020, organized seg-
ment of retail sector is expected 
to account for 20 percent share of 
market. Also, as the disposable in-
come of customers in small cities 
is increasing and the competition 
is getting tougher and market is 
getting increasingly saturated in 
urban areas, better penetration 
of retail sector in small cities is 
expected. 
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IT - ITES

The role of IT is not limited to consumers 
and companies, rather extends to the whole 
econo¬my at large. The growth in the service 

sector in India has been led by the IT–ITES sector, 
contributing substantially to increase in GDP, em-
ployment, and exports. The sector has increased its 
contribution to India’s GDP from 1.2% in FY1998 
to 7.5% in FY2012. By helping create more jobs in 
other parts of the industry, the IT industry also has 
a multiplier effect. This direct and indirect effect on 
productivity and employment makes the growth of 
IT sector a key engine for the growth of the Indian 
economy. 
The IT market in India for the year 2013 is esti¬mat-
ed at USD 108 billion with IT services segment 
having a share of 58% (USD 56.3 billion) of the total 
market, fol¬lowed by the Business Process Manage-
ment at 23.5%.  Nasscom expects the IT services sec-
tor in India to grow by 13-14 per cent in 2013-14 and 
to touch US$ 300 billion by 2020. India’s IT and BPO 
sector exports are expected to grow by 12-14 per cent 
in FY14 to touch US$ 84 billion - US$ 87 billion, 
according to Nasscom. Key players in the Indian IT 
industry include Tata Consultancy Services, Cog-
nizant Technology Solutions, Infosys, Wipro, HCL 
Technologies and Mahindra-Satyam.

FDI up to 100 per cent under the automatic route is 
allowed in Data processing, software development 
and computer consultancy services, software sup-
ply services, business and management consultancy 
services, market research services, technical testing 
& analysis services. In the 12th Five Year Plan (2012-
17), the Department of Information Technology 
proposes to strengthen and extend the existing core 
infrastructure projects to provide more horizontal 
connectivity, build redundancy connectivity, under-
take energy audits of State Data Centers (SDCs) etc. 
The Indian Government has been aggressive with IT 
investments in massive e–gover-nance projects; there 
are plans to invest a total USD 6 billion over the next 
five years to provide better citizen services. 

At the heart of e–governance in India is the Na-
tion¬al e–Governance Project (NeGP) that in¬-
cludes, in addition to IT infrastructure proj¬ects, 27 
Mission Mode Projects (MMPs) encompassing 10 
Central MMPs, 10 State MMPs and seven Integrated 
MMPs. An MMP is an individual project that fo-
cuses on one aspect of electronic governance, such 
as banking, land records or commercial taxes etc. In 
addition to these MMPs, the Gov¬ernment has also 
come up with various pro¬grammes and schemes 
to increase the use of IT in critical areas of nation–
building like education and healthcare. 
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Examples of these MMPs include the UID (Aad-
haar) project, ICT (Information and Communica-
tions Technology in Education), EDUSAT, National 
Knowledge Network etc. The Cabinet has recently 
approved the National Policy on Information Tech-
nology 2012. The policy aims to increase revenues of 
IT and ITES industry from US$ 100 billion to US$ 
300 billion by 2020 and expand exports from US$ 69 
billion to US$ 200 billion by 2020. 

Online retailing, cloud computing and e-commerce 
are the major driving forces behind the rapidly 
increasing growth in the IT industry. Online shop-
ping has increased with the emergence of internet 
retailing and e-commerce. Digitization of content 
and increased connectivity is leading to a rise in IT 
adoption by media. 

Emerging technologies present an entire new gamut 
of opportunities for IT firms in India. Social, mo-
bility, analytics and cloud (SMAC) provide a US$ 
1 trillion opportunity. Cloud represents the largest 
opportunity under SMAC, increasing at a CAGR of 
approximately 30 per cent to around US$ 650 bil-
lion–US$ 700 billion by 2020. Social media is the 
second most lucrative segment for IT firms, offering 
a US$ 250 billion market opportunity by 2020. Thus 
the IT sector, despite the global meltdown, continues 
to grow and fuel growth. 
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FDI Caps in Various Sectors
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Highlights

The National Food Security Act 2013 signed 
into law with an intention to alleviate food 
scarcity issues of India, has the following 

salient features:
I. 75% of rural and 50% of urban population is 
entitled to get 5kg food grains per month at Rs.3/-
, Rs.2/-, Re.1/- per kg for rice, wheat and coarse 
grains, respectively. 
II. The eligible households are to be identified 
by the state government officials. 
III. Pregnant women and lactating mothers are 
entitled to get nutritious meals and maternity benefit 
of at least Rs.6000/- for six months. 
IV. Funds will be provided to states by central 
government if there’s shortage in the supply of food.
V. Allocation of food grains to the states will be 
handled by central government.
VI. The state governments will provide food 
security allowance to the beneficiaries in case of 
non-supply of food grains. 
VII. Public distribution system will be reformed. 
VIII. The eldest woman of the household, 18 years 
or above, will be considered the head of the house-
hold for the issue of the ration card. 
IX. There will be grievance redressal system in 
state as well as district level. 

Current Status

Implementation of Food Security Act has brought 
challenges for the Government since its outset; a sig-
nificant part of population, which deserves to come 
under the purview of the act, may be omitted. As 
per the initial findings of the Socio-Economic Caste 
Survey – 1702 tehsils in 27 states have lesser number 
of citizens from SC and ST category than reported by 
the Decennial Census 2011. 

The figures reported in the Census are greater than 
those reported in the Survey by one percentage 
point implying that the survey wasn’t comprehen-
sive enough as not all the eligible households were 
identified.

As a solution, it has been made mandatory for all 
SC/ST households to take part in Gram Sabha meet-
ings in order to review the data of the survey; those 
households that have been omitted will have the 
right to file objections. 

Future Potential

The Act gives the right of access to subsidized food 
grains to 65% (approx.) of the population of India.
The Planning Commission has reckoned that 38.54% 
of rural population and 47.26% of urban population 
will be covered under the Act; based on 2011-2012 
data gleaned from the NSSO – Consumption Expen-
diture Survey. 
The Act will be effective insofar as the deprived pop-
ulation of the country is concerned, but it may slow 
down the growth prospects of the country’s econo-
my.
India’s trade deficit for FY 2013/2014 is expected to 
increase to $160 billion (approx.) from $104 billion 
a year ago; the Act may widen the deficit even more 
as the government will import food grains on a large 
scale as the country’s current grain output is inade-
quate. The Government’s target to limit fiscal deficit 
to 4.8% of GDP may get difficult to achieve.   

Food Security Act 2013

Ankit Singh Thakur 
PGDM (Executive) 2013-2014
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The Rupee-Dollar Seesaw

Ankur Sharma
PGDM (Executive) 2013-2014

Recently, the Indian rupee touched a low of 
Rs. 68 from a stable price band of Rs. 52-56 
against a dollar. These developments have 

weakened the position of the Indian currency in the 
global markets. This one way journey was mainly due 
to the rising fiscal deficit, and what’s worse is that the 
deficit could widen in the future due to the recently 
passed Food Security Bill.

The other force driving the skewed relationship 
between rupee and the dollar, is the simple econom-
ic law of demand-supply, dependent on economic 
conditions such as – RBI’s interventional steps, 
Capital inflows by foreign investors, vested interests 
of importers and exporters etc.

United States Federal Reserve’s recent decision 
against the tapering of quantitative easing or fiscal 
stimulus has been taken as a happy surprise by many 
global investors. It could be a blessing in disguise for 
the Indian equity market and hence for the Indian 
Rupee. The continuation of quantitative easing would 
mean larger inflow of funds in the form if foreign 
institutional investments into Indian equity market 
(high yielding).

This combined with the steps and measures taken by 
Raghuram Rajan, the new RBI governor has in-
creased dollar-inflow, thereby, temporarily suspend-
ing the fall of the Indian Rupee. 

In time to follow, the Indian government together 
with the RBI needs to work on controlling the rising 
inflation levels in the country by infusing more or-
ganized, planned and inter-linked economic reforms 
and measures. This would aid in providing the much 
needed stability to our currency and also aid in its 
appreciation.
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India is the world’s fourth largest energy con-
sumer and relies heavily on crude oil imports. 
The country imports 80% of its oil which suffice 

only 30% of its energy needs. In FY 2012-2013, 
India spent $144 billion on the same, the largest 
expense in its aggregate of import 
expenses for the year. 
The colossal import expense is 
partly on account of subsidies 
the government provides in the 
oil & gas sector. In FY 2012-
2013, the country’s fuel-sub-
sidy cost was $23.5 Billion. 
In the current fiscal year, 
due to the significant 
depreciation of 
the rupee in the global markets, the 
subsidy cost is likely to rise by $3.5 
Billion to $27 Billion. 
In order to offset the revenue loss (due 
to subsi- dies) the government can in-
crease the price of diesel, which is selling at 
Rs.10/li- tre below its true market price, by 
Rs.5/li- tre; this action alone could rake in 
approx- imately $4.3 billion. It is but logical 
to pass on some of the cost to the customer 
but in a pre-election scenario it is unlikely that 
fuel prices will increase. Petrol prices have generally 
moved in tandem with the price -level in the inter-
national markets; the extent of subsidy provided on 
petrol appears to be minimal.   
If high costs of oil imports are at one end of the 
spectrum of troubles for the government, at the 
other end it has to deal with higher borrowing costs; 
the Central Bank has applied liquidity-tightening 
measures to guard the rupee from depreciating 
further, this means that the Government will have 
to bear higher interest costs on future borrowings 
from the bank. 
The overall price level of India’s crude oil basket has 
risen by 28% between April 2013 and September 
2013; the price increase has caused the daily losses 
(under-recoveries) of Oil Marketing Companies 

(OMCs) to shoot up from Rs.349 crores to Rs.461 
crores.
The rupee has appreciated considerably in the past 
month (from a low of Rs.68 to a 

reasonable 

Rs.63 against a 
dollar, at present);       

  this positive change 
has taken place due 
to the change of 
guard at the central 
bank and introduc-

tion of several policies of 
reform by the new governor Mr. 

Raghuram Rajan. Despite recent confidence bolster-
ing changes, such as appreciation of the rupee and 
unveiling of reform measures by RBI, India is likely 
to miss the fiscal deficit target of 4.8% of GDP this 
year.

         Ankit Singh Thakur 
         PGDM (Executive) 2013-2014

One Drop of Oil
Ankit Singh Thakur | PGDM (Executive) 2013-2014
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RBI-A Change of Guard

On 4th September, 2013, a major change took 
place at the RBI headquarters, also referred 
to as Mini Street, the incumbent RBI gov-

ernor Mr. D. Subbarao made way for his successor 
Mr.Raghuram Rajan.
The Indian finance ministry would hope this change 
(orchestrated in part by the ministry itself) would 
mend fences between RBI and the government .And, 
in times to come the two would be able to see eye 
to eye while formulating policies and deciding on 
interest rates.
Taking synergized future as the goal, Rajan would 
hopefully, initiate steps that bring about a change 
in the regulations so that there could be a major say 
of the government when monetary policies for the 
country are decided upon by the RBI. The former 
RBI chief, Subbarao, as per RBI’s functional indepen-
dence, took decisions on the monetary policy which 
resulted in tensions and correlation gap between the 
government and RBI.

Moving on to the ideal expectations from the RBI 
Chief, Mr. Rajan , a renowned economist in the in-
ternational arena , has cleared the air in an interview 
by stating that the economic revival and solution to 
our problems has no instant magic fix but promised  
a targeted approach to deal with them in coming 
times.
The reeling slide of the Indian rupee abated and took 
a U-turn as soon as the new RBI Governor took 
charge. It is evident that Mr. Rajan’s first job is to re-
vive the Indian Rupee, which he has already initiated 
upon by introducing amendments in the forex rules 
- doubling overseas borrowing limits of banks. These 
moves will help boost the confidence of foreign 
institutional investors ,encourage investments and 
hence, provide a much needed impetus to the Indian 
market.

Ankur Sharma
PGDM (Executive) 2013-2014
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Coming soon...

BIG 10 Spl Edition


