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INDIA: MONTHLY ECONOMIC SUMMARY: OCTOBER 2006

FRBM targets under threat? Figures released on 1 November for Central Government finances during the first half of 2006-07 (Apr-Sep) showed that the fiscal deficit has grown as a proportion to Budget Estimates (BE). Despite buoyancy in tax revenues, the fiscal deficit is for these six months is at 58.2% of  the Budget Estimate figure; it was only 41% for the same period last year. The debate continues on the relative priority to give to much-needed social and infrastructural investment or to fiscal prudence. For example, the Plan Panel favours relaxing strict adherence to the Fiscal Responsibility and Budget Management (FRBM) Act targets (3.8% of GDP for the fiscal deficit in 2FY 2006-07) to allow greater public investment. But Finance Minister Mr P.Chidambaram has refused any such accommodation, fearing it could damage investor confidence in policy stability.  In any case, the Government claims that the deficit targets set under the FRBM Act would still be met through an evening-out of revenues and expenditure over the year.  And the Reserve Bank of India called for "determined measures for fiscal consolidation" to achieve the declared FRBM targets so that the current growth momentum of the economy can be maintained.
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Amendment in PPP agreement for highways: The Public Private Partnership Approval Committee (PPAC), a newly formed cell in Ministry of Finance for approving PPP projects (value above Rs 1 bn) from all Ministries, has initiated a process for making amendments in the Model Concession Agreement (MCA) in a move to lure foreign companies participate in the development of national highways. The Committee will take up eight new highway development projects covering about 37,000 km, and includes two, four and six lane highways. The projects are valued between Rs 2 bn and 10 bn. The Committee will also clear high-density national highways, which will be allotted through the Build Operate Transfer mode under the National Highway Development Programme.

Inflation shows a rise: Fears of a return of inflation resurfaced as the wholesale price index rose to 5.26% for the week ended 13 October. It rose from 4.56% (wk ended 22 September). The rise in inflation came mainly on account of the rise in prices of primary food articles and other essential as well as manufactured items. On 31 October, the RBI in its mid term review of the Monetary & Credit Policy 2006-07 responded by hiking the repo rate from 7% to 7.25% while keeping unchanged the key reverse repo rate at 6%. The measure allows the RBI the flexibility to increase the reverse repo in future if inflationary expectations are not contained, or of lowering of repo rate in case asset prices stabilise.

Outward FDI gathering momentum: TATA Steel’s US$7.6 billion bid for Anglo-Dutch Steel major Corus has created a buzz in the country. The largest previous investments/acquisitions by Indian companies were Suzlon Energy’s US$575million takeover of Belgium’s Hansen Group and Dr.Reddy’s Labs’ US$570million takeover of the German Pharma Betapharm. The sheer size of the deal is seen as a sign that Indian firms are now ready to compete globally.  If the deal goes through, then in all likelihood outward FDI would exceed inward FDI this year. 

FOREX reserves stable: The total foreign exchange reserves, including gold and SDR, remained stable at $ 166.15 bn for the week ended 20 October 2006.

S. Deepa, Economic section – Extn 2667, British High Commission, New Delhi, November 2006  
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Inf 06-07

		Month		2006-07

		April		3.24

		April		3.55

		April		3.54

		April		3.59

		May		3.96

		May		4.32

		May		4.74

		May		4.68

		Jun		4.72

		Jun		5.24

		Jun		5.44

		Jun		4.84

		Jul		4.66

		Jul		4.68

		Jul		4.52

		Jul		4.7

		Jul		4.61

		Aug		4.82		increase in prices of food items

		Aug		4.92

		Aug		4.91		marginal decline in industrial prices

		Aug		5.01

		Sep		4.78

		Sep		4.61		fall in price of cheaper chemicals, cement and non-food items

		Sep		4.56

		Sep		4.77		prices of essential items went upward

		Sep		5.16		inc in prices of food & mfgd items

		Oct		5.16

		Oct		5.26
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Inf 05-06

		

		Month		2005-06

		April		5.26

		April		5.64

		April		5.91

		April		5.7

		April		5.67

		May		5.61

		May		5.55

		May		5.38

		May		5.2

		June		4.33

		June		4.1

		June		4.14

		June		4.09

		July		4.14

		July		4.18

		July		4.07

		July		3.84

		Aug		3.35

		Aug		3.13

		Aug		3.08						Index of industrial production

		Aug		3.01

		Sep		3.53						Growth rate of Six core infrastructure industries during April-February 2004-05 and 2005-06

		Sep		3.75										Sector wise growth rate (%) in production

		Oct		4.49						Sector		Weight (%)		Apr-Feb		Apr-Feb

		Oct		4.75										2004-05		2005-06

		Nov		4.14						Crude petroleum		4.17		1.8		-5.5

		Nov		4.2						Petroleum refinery pdts		2		4.3		1.4

		Nov		4.3						Coal		3.22		3.9		6.4

		Nov		4.54						Electricity		10.17		5.2		5.3

		Dec		4.55						Cement		1.99		6.6		11.9

		Dec		4.5						Finished (Carbon) Steel		5.13		7.5		5.3

		Dec		4.4						Overall		26.68		5.8		4.5

		Dec		4.4

		Jan		4.24

		Jan		4.4

		Jan		4.51

		Jan		4.3

		Feb		4.08

		Feb		4.02

		Feb		4.34

		Feb		4.29

		Mar		4.02

		Mar		4.28

		Mar		4.06

		Mar		3.96

		April		3.24

		April		3.55

		April		3.54

		April		3.59

		May		3.96

		May		4.32

		May		4.74

		May		4.68

		Jun		4.72

		Jun		5.24

		Jun		5.44
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Inf 04-05

		

		Month		2004-05

		Apr		4.4

		Apr		4.4

		Apr		4.4

		Apr		4.26

		May		4.6

		May		4.2

		May		4.67

		May		5.02

		Jun		5.03

		Jun		5.55

		Jun		5.89

		Jun		5.87

		Jun		6.09

		Jul		6.16

		Jul		7.61

		Jul		6.52

		Jul		7.51

		Jul		7.61

		Aug		7.96

		Aug		8.29

		Aug		8.46

		Aug		8.33

		Sep		7.81

		Sep		7.87

		Sep		7.8

		Sep		7.38

		Oct		7.2

		Oct		7.1

		Oct		7.06

		Nov		7.76

		Nov		7.34

		Nov		7.34

		Nov		7.3

		Dec		7.02

		Dec		6.73

		Dec		6.5

		Dec		6.39

		Jan		5.6

		Jan		5.42

		Jan		5.37

		Jan		5.25

		Feb		5.01

		Feb		5.01

		Feb		4.83

		Feb		4.95

		Mar		5.3

		Mar		5.23

		Mar		5.11

		Mar		5.05
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FII

		

		Week Number		Month		2002-03

		1		Apr		1.50

		2		Apr		1.38

		3		Apr		1.37

		4		Apr		1.75

		5		May		1.56

		6		May		1.62

		7		May		1.37

		8		May		1.43

		9		May		1.93

		10		Jun		2.18

		11		Jun		2.48

		12		Jun		2.74

		13		Jun		2.67

		14		Jul		2.48

		15		Jul		2.79

		16		Jul		2.86

		17		Jul		3.04

		18		Aug		3.09

		19		Aug		3.03

		20		Aug		3.41

		21		Aug		3.59

		22		Aug		3.52

		23		Sep		3.71

		24		Sep		3.97

		25		Sep		3.34

		26		Sep		3.28

		27		Oct		3.08

		28		Oct		3.08

		29		Oct		3.01

		30		Oct		3.14

		31		Nov		3.33

		32		Nov		3.45

		33		Nov		3.39

		34		Nov		3.58

		35		Nov		3.40

		36		Dec		3.27

		37		Dec		3.21

		38		Dec		3.34

		39		Dec		3.53

		40		Jan		3.78

		41		Jan		3.84

		42		Jan		4.42

		43		Jan		4.79

		44		Jan		5.29

		45		Feb		5.35

		46		Feb		5.34

		47		Feb		5.53

		48		Feb		5.49

		49		Mar		5.74

		50		Mar		6.00

		51		Mar		6.30

		52		Mar		6.49

		1		Apr		6.66

		2		Apr		6.60

		3		Apr		6.53

		4		Apr		6.70

		5		May		6.89

		6		May		6.76

		7		May		6.58

		8		May		6.32

		9		May		5.75

		10		Jun		5.36

		11		Jun		4.97

		12		Jun		5.21

		13		Jun		5.32

		14		Jul		5.15

		15		Jul		4.65

		16		Jul		4.65

		17		Jul		4.27

		18		Aug		3.96

		19		Aug		4.02

		20		Aug		4.13

		21		Aug		3.82

		22		Aug		3.88

		23		Sep		4.59

		24		Sep		4.59

		25		Sep		5.02

		26		Sep		5.39

		27		Oct		5.32

		28		Oct		5.01

		29		Oct		5.13

		30		Oct		5.13

		31		Nov		5.55

		32		Nov		5.18

		33		Nov		5.42

		34		Nov		5.48

		35		Nov		5.49

		36		Dec		5.56

		37		Dec		5.8

		38		Dec		5.92

		39		Dec		5.86

		40		Jan		6.09

		41		Jan		6.63

		42		Jan		6.55

		43		Jan		6.24

		44		Jan		5.91

		45		Feb		6.15

		46		Feb		6.08

		47		Feb		6																																6.66

		48		Feb		5.32																																6.60

		49		Mar		4.91																																6.53

		50		Mar		4.78																																6.70

		51		Mar		4.3

		52		Mar		4.47

		1		Apr		4.4

		2		Apr		4.4

		3		Apr		4.4

		4		Apr		4.26

		5		May		4.6

		6		May		4.2

		7		May		4.67

		8		May		5.02

		9		May		5.03

		10		Jun		5.55

		11		Jun		5.89

		12		Jun		5.87

		13		Jun		6.09

		14		Jul		6.16

		15		Jul		6.52

		16		Jul		6.52

		17		Jul		7.51

		18		Jul		7.61

		19		Aug		7.96

		20		Aug		7.94

		21		Aug		8.17

		WPI - Week-by-week Movement																																				6.89

																																						6.76

		Week Number																																				6.58

		1		Month		2003-04																																6.32

		2		Apr		6.14																																5.75

		3		Apr		6.47																																5.36

		4		Apr		6.16																																4.97

		5		Apr		6.14																																5.21

		6		May		6.03																																5.32

		7		May		5.90																																5.15

		8		May		5.90																																4.65

		9		May		5.65																																4.65

		10		Jun		5.05																																4.27

		11		Jun																																		3.96

		12		Jun																																		4.02

		13		Jun																																		4.13

		14		Jun																																		3.82

		15		Jul																																		3.88

		16		Jul																																		4.59

		17		Jul																																		4.59

		18		Jul																																		5.02

		19		Aug																																		5.39

		20		Aug																																		5.32

		21		Aug																																		5.01

		22		Aug																																		5.13

		23		Aug																																		5.13

		24		Sep																																		5.55

		25		Sep																																		5.18

		26		Sep																																		5.42

		27		Sep																																		5.48

		28		Oct																																		5.25

		29		Oct																																		5.38

		30		Oct																																		5.57

		31		Oct																																		5.63

		32		Nov																																		5.75

		33		Nov																																		5.32

		34		Nov

		35		Nov

		36		Nov

		37		Dec

		38		Dec

		39		Dec

		40		Dec

		41		Jan

		42		Jan

		43		Jan
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		FII

		Month		2002

		Jan		145.9

		Feb		483.5

		Mar		67.6

		Apr		-23.2

		May		9.4

		Jun		-176.7

		Jul		48.7

		Aug		35.7

		Sep		66.8

		Oct		-180.6

		Nov		152.3

		Dec		134.1

		Jan		204.8

		Feb		89.3

		Mar		201.5

		Apr		208.2

		May		645.2

		Jun		734.4

		Jul		462.0

		Aug		479.9

		Sep		906.8

		Oct		1466.2

		Nov		788.1

		Dec		1403.9

		Jan		849.5

		Feb		587.3

		Mar		1418.2

		Apr		1483.3

		May		-806

		June		-59.5
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