INDIA: MONTHLY ECONOMIC SUMMARY: DECEMBER 2006

Financial sector reforms take two steps backwards: Long pending reforms in the financial sector are set to be delayed further with the Government deciding to refer all insurance related Bills to Group of Ministers (GoM) and planning fresh discussions with states to build a consensus on the pension bill. The Finance Ministry has earlier stated that these two bills would be tabled in the winter session of Parliament. The Bill to amend Insurance Act, 1954 proposes to hike the Foreign Direct Investment limit to 49%. The Finance Minister said that the GoM would not debate the issue for long as the recommendations of the KP Narasimhan Committee and the Law Ministry have underlined the need to amend the Act. The Pension Funds Regulatory & Development Authority Bill (PFRDA) was tabled in Parliament in March 2005 and was referred to the Standing Committee on Finance. Though the Panel cleared it, the Left’s opposition has prevented the Government from re-introducing the Bill. 
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Inflation fluctuates: Inflation, as measured by WPI increased to 5.48% for the week ending 16 December 2006 from 5.16% for the week ending 2 December. After scaling the upper limit of the tolerance level projected for 2006-07 by the RBI (5-5.5 per cent) on 18 November 2006, inflation had fallen for two consecutive weeks. But, it went up again in the week ending 9 December 2006. The week-on-week rise in inflation came mainly on account of the rise in prices of primary food articles such as fruits & vegetables, milk, non-food articles like fibres and oilseeds and manufactured products. 

Revenue department to set up cell to monitor SEZs: The revenue department is setting up a special cell to monitor Special Economic Zones (SEZs). The cell, which will have officers from both the Central Board of Direct Taxes (CBDT) and the Central Board of Excise and Customs (CBEC), will vet the proposals before they are taken up for approval by the Board of Approval (BoA) for SEZs. The cell would be represented at the BoA meeting. It would also deal with all other matters coming up during the setting up of the SEZs including procedures, rules and regulations. At present, all proposals and related matters go separately to CBEC and CBDT for examination. The BoA also has representatives from both the boards. Since the core concern of both the boards is to save revenue, a need was felt to cut down on multiplicity of approach and evolve a central body to deal with all issues related to SEZs. The cell would also be the single-point of reference for field formations for clarification on all issues including direct and indirect taxes.

Exports cross $100 bn in 2006: The year 2006 witnessed a remarkable growth in merchandise exports and reached $103 bn during the year, recording a growth rate of 24%. At 24% growth in 2005-06 and 27% growth in 2004-05, exports are currently growing three times faster than GDP growth. Exports as a share of GDP is more than 13% currently compared with a share of only 6% in 1990-91. Kamal Nath, Union Minister of Commerce and Industry said that the high rate of growth during 2006 would ensure that the export target of $125 bn for this fiscal would be reached.

FOREX reserves stable: The total foreign exchange reserves, including gold and SDR, remained stable at $ 176.23 bn for the week ended 22 December 2006.

S. Deepa, Economic section – Extn 2667, British High Commission, New Delhi, January 2007   
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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

		Oct		5.41		inc in prices of food & mfgd items

		Oct		5.09		essential commodities like pulses, sugar, fruits, vegetables saw dip in prices while cereal prices rose marginally

		Nov		5.3		inc in prices of food & mfgd items

		Nov		5.29		decline in prices of food & electricity

		Nov		5.45

		Nov		5.3

		Dec		5.16		The week-on-week fall in inflation came mainly on account of the fall in prices of fuel, power, light & lubricants

		Dec		5.32		The week-on-week rise in inflation came mainly on account of the rise in prices of primary food articles such as fruits & vegetables, milk and non-food articles like fibres and oilseeds. Inflation in primary articles went up to 8.32 per cent in the week e

		Dec		5.43		increase in manufactured product prices

		Dec		5.48		manufacturing sector, which led to the rise in the headline inflation





Inf 06-07
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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

		44		Jan

		45		Feb

		46		Feb

		47		Feb

		48		Feb

		49		Mar

		50		Mar

		51		Mar

		52		Mar
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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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