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INDIAN ECONOMY TO GROW BY 8.7 PER CENT PER ANNUM: REPORT

The Indian economy is expected to grow by 8.7 per cent annually, compared to 8 per cent expected currently and to create 37.5 million more jobs in 2020 than currently expected, according to a report released by the global consulting firm, Accenture at the World Economic Forum (WEF).
The report highlighted that four major economies—India, Germany, US and UK—together account for nearly two-fifths of the world economy. 

"...with essential interventions such as investing in skills and infrastructure to harness these four new waves of growth, economies could raise economic growth rates and employment levels," the report added. 

The report further observed that the areas which would provide growth opportunities in emerging economies like India include education, housing infrastructure, low-cost goods & services, and transport. 

Furthermore, according to the Reserve Bank's projections Indian economy could record a growth of over 8.5 per cent in the current fiscal, up from 7.4 per cent in the 2009-10. During the first half of 2010-11 the economy recorded a growth rate of 8.9 per cent. 

India's economy is expected to grow by 8.75 per cent in 2010-11 with moderation to about 8 per cent during the next fiscal, as per the projections of International Monetary Fund (IMF). 

INDIA WILL BE 2ND BIGGEST ECONOMY IN 2050: PWC
The Indian economy will register the second fastest growth between now and 2050 and emerge as the second biggest economy in the world by the middle of this century, according to a forecast by the consultancy group, PriceWaterhouseCoopers. 

In terms of GDP at purchasing power parity (PPP), India is said to be on track to overtake Japan this year. 

(continued on next page)
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The author of the report, PWC's Chief Economist, Mr. John Hawksworth, said  ''India has the potential to be one of the three great economies of the 21st century, together with China and the US.'' 

But he warned it would require significant improvement in ''India's energy and transport infrastructure, less red tape, increased education levels in rural areas, particularly for women, and the continuation of the open attitude to trade and investment seen over the past 20 years''.  (The Times of India: January 08, 2011)
INDIA'S MRO INDUSTRY TO BE WORTH $1.5 BILLION BY 2020

India is poised to become the fastest growing market in the world for aircraft maintenance, repair and overhaul (MRO) services over the next decade tripling its worth to $1.5 billion, as airline companies buy more planes to cater for the country’s rapidly growing traffic. 

“The MRO spend by airlines in India now is $500 million and is expected to grow to $1.5 billion in 2020. As a result, we expect significant investment to come into this space over the next 10 years,” MRO services provider Air Works Managing Director, Mr. Vivek N Gour, said. 
Industry experts have estimated Indian air traffic will triple to 362 million passengers by 2021-22, by which time the country’s air carriers would have more than doubled their fleet to about 1,000 aircraft.  Experts also estimate that MRO revenues, a direct function of the number of aircraft, are growing at a compounded annual rate of 15% in India, which makes this space attractive. The MRO space is a $45-billion market globally, of which India constitutes only 1%. 

According to global consultancy firm KPMG, over the next decade India is going to be the leader in this space, which is currently split between North America and Western Europe, because of higher economic growth rate that the country is going to witness.  “The fleet size in India is now reaching a critical mass where it makes sense to have a strong MRO space not just for the domestic fleet but also for international airlines. Growth of MRO in India is now a necessity than an option,” KPMG director (Aerospace and Defence), Mr. Amber Dubey, said. Moreover, India will have no dearth of skilled manpower and has the advantage of its good geographical position, he added. 

While large carriers like Air India, Jet Airways and Kingfisher Airlines have their own or captive MRO facilities, several aircraft from India are sent to Europe, Middle East or South East Asia for major maintenance. The low-cost carriers are especially dependant on this kind of outsourcing.  In that sense, the clear benefits for domestic airlines in availing MRO services offered in India include cost advantage and faster turnaround time. “Also, India has the unique advantage of being within 5 hours flying distance from the Middle East and South East Asia, which allows it to tap into a larger market,” Mr. Gour added. 

According to Ernst and Young, the MRO business is expected to tilt towards the Asia-Pacific region as almost 40% of the total air traffic is likely to be from or within this area. “The opportunity and the challenge for India is to position itself as a competitive regional MRO hub serving the broader Asia Pacific region through the advantages of faster turnaround time, a rich pool of engineering expertise and lower labour costs,” Ernst and Young Partner (Infrastructure Practise), Mr. Kapil Arora, said. (The Economic Times: January 27, 2011)

FDI TO FLOW INTO NEW AREAS: E&Y

India will become a global leader in education, R&D, innovation and a producer of high value-added goods and services by 2020, attracting foreign capital in new areas of growth, international consultancy firm Ernst & Young has said in its latest report. “In order to take India to the next level, collaboration in infrastructure, education and healthcare between corporations and government will be important,” the report said. 

According to E&Y, India will see foreign direct investment (FDI) in sectors other than low-cost sectors such as BPO units. The findings are based on a survey of more than 500 global business leaders late last year. 

“Between 2003 and 2010, the number of FDI projects increased by 7% and jobs created by FDI increased by 4% annually,” the report said. FDI as a share of GDP grew from 0.03% in 1991 to 3.5% in 2008 before falling in 2009 due to the global financial crisis. Most multinationals are also expecting to expand their operations in India to capitalise on over 8% GDP growth. FDI will be more in states, which has, better infrastructure and transparency, the report said. (Hindustan Times, 25 January, 2011)
India News                                                                                                                   3
INDIA TO BECOME FOURTH LARGEST PASSENGER VEHICLE MARKET                                                        IN THREE YEARS

India is poised to become the world's fourth largest passenger vehicles (PV) market in three years, with an investment requirement of around US$ 20 billion for the construction of nine new plants to address the growing demand, according to global consulting firm Booz & Co. The Indian PV market is expected to touch 3.5 million units mark in the next three years. 
Booz & Co Partner, Mr. Vikas Sehgal, said that the Indian PV market, currently the seventh largest, is expected to grow at 15-20 per cent every year till 2013. He added that India will even cross Japan by selling about five million PVs by 2017-18. He further said that in the next three years, India will need 6 to 9 new car plants with an average annual capacity of 150,000 units, requiring an investment of at least US$ 15-20 billion. 
According to Society of Indian Automobile Manufacturers, the PV market stood at about 2 million units in 2009-10 and is expected to reach 2.4 million units in this fiscal.  The Indian market had earlier set a target to become a US$ 145 billion market by 2016, under the Automotive Mission Plan (AMP). 

MACHINE TOOL SECTOR POISED FOR 25% GROWTH IN 2012-13
Business is booming again for the Indian machine tool industry after the slowdown experienced in 2008 and 2009, when the financial crisis led to order cancellations, deferment of deliveries and pressure on bottom lines. 

The industry’s output is expected to touch $ 681 mln in 2010-11, from a low of $ 313 mln in 2008-09 . The 117.5 per cent surge in two years has resulted from large order inflows caused by the resurgence of the economy, and the boom in the automobile and auto components industries.  The Indian Machine Tool Manufacturers’ Association (IMTMA) expects that the industry’s turnover will reach $ 850.19 mln in 2011-12, a growth of 24.8 per cent over the current fiscal year. 

This has emboldened IMTMA to set an ambitious target of growing at a compound annual growth rate (CAGR) of 25 per cent over the next 10 years. The size of the industry is expected to be over $ 5 bln by 2020. 

“The machine tool industry has coped well across the globe after the market downturn. IMTMA aspires to grow to 10 times the industry’s current turnover, and for this we suggest a proactive policy-level intervention,” said C P Rangachar, Managing Director of Yuken India Ltd and former president of IMTMA. 

However, there are several challenges. Production capacities need to be scaled up to meet demand and the product base widened to cater to the infrastructure, aerospace, defence, power and automotive sectors. 
IMTMA has drawn up a 10-year roadmap for the industry and has further strengthened partnership linkages with the government and other policy-making institutions. It has submitted a Vision 2020 document and a perspective plan for 2010-2020 to the Union Ministry of Heavy Industries and Public Enterprises. 

The vision document seeks the setting up of a corpus fund for capacity building and attracting investment within the industry; implementation of a ‘capital goods industry support’ scheme; machine tool parks, common facility centres, marketing and business development support and a technology development fund. 

“To achieve a CAGR of 25 per cent, the industry needs to invest $ 879 mln over the next 10 years in technology development to enhance competitiveness. While the industry will invest half of this, we are seeking a matching grant from the government to achieve the desired targets,” Mr. Shailesh Sheth, a past President of IMTMA, said. 
He said the entire investment and the corpus fund would be utilised in extending loans to manufacturers at the lowest interest rate for technology development.  IMTMA’s other demands include regulating the import of used machines; upgradation of the Indian Institutes of Technology (IITs) to help increase the availability of skilled manpower; and the starting of courses in machine tools by engineering colleges. It has also suggested reconstitution of the Development Council of Machine Tools. 

“Our vision is to develop machine tool technology and raise production to reduce import dependence, counter technology denial, provide sustained manufacturing competitiveness and strengthen national security,” Mr. Rangachar added. 

IMTMA aims to secure a domestic market share of 50 per cent for local producers in five years and 67 per cent by 2020. (Business Standard: January 18, 2011)
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ENGINEERING EXPORTS RISE ABOVE 50 PER CENT[image: image3.png]




India's engineering exports rose to US$ 5.5 billion in December 2010, growing by about 50 per cent on a year-on-year (y-o-y) basis, on the back of increased demand from US and Middle East markets, according to a leading trade body. 

"We are getting a good number of orders from the US and Middle East markets," according to Mr. Aman Chadha, Chairman, Engineering Export Promotion Council (EPCH). The US and EU accounted for 65 per cent of India's total engineering exports worth US$ 32.5 billion in 2009-10. Exporters are now exploring fresh destinations in regions like South-East Asia and Latin America in order to reduce their dependence on traditional markets like the US and Europe. 

Exports in the April-December 2010 period witnessed a 50 per cent rise, to reach US$ 37 billion, as compared to the corresponding period in the previous fiscal.  Exports in engineering include heavy engineering goods, transport equipment, capital goods, other machinery/equipment and light engineering products like castings, forgings and fasteners. 

NATIONAL BROADBAND PLAN TO CONNECT 160M HOMES
Telecom Minister, Mr. Kapil Sibal, said that the National Broadband plan will connect 160 million Indian households with high-speed Internet connections by 2014. 

"The framework for the National Broadband Plan (NBP) will be finalised by the end of this fiscal year (March 31)," Minister for Communications and Information Technology, Mr. Kapil Sibal. Mr. Sibal met industry body representatives to finalise the national broadband plan and evolve a strategy to roll out optical fibre in a roundtable conference. 

Mr. Kapil Sibal consulted key stakeholders including telecom regulator Trai, industry chambers, mobile, internet, cable and PCO service providers and their associations apart from Rail-Tel , Power Grid Corporation and officials from information and broadcasting ministry on telecom related policy issues. 

The Minister said the broadband plan would focus on framing a policy that balances consumer affordability and service provider's economic sustainability. Therefore, additional optic fibre would have to be laid along with leveraging existing wireless infrastructure. 
Earlier this month, Mr. Sibal announced a 100-day agenda for taking concrete steps towards finalisation of the broadband plan. As per the plan, optical fibre network will be treated as a national resource and will be equally available to concerned stakeholders for providing broadband services. 

The government aims at inclusive growth through broadband as education, medical treatment and entertainment related applications would be extensively used, besides enabling e-governance and citizen-centric services particularly in the rural areas, Mr. Sibal said that optic fibre network must be used optimally and the government needs a plan to take the network into the rural heartland. 

Last year, telecom authority Trai had recommended setting up a national broadband network to achieve 160 million connections by 2014.  (The Economic Times: January 20, 2011)

IISC RESEARCHERS MAP HOT SPOTS TO SET UP SOLAR POWER PLANTS
Researchers at the Indian Institute of Science (IISc), Bangalore, are mapping India’s solar hot spots—where round-the-year sunlight makes it viable for companies to set up solar power plants. The study can play a crucial role in enhancing India’s energy supply. 

Under the Jawaharlal Nehru National Solar Mission, India aims to have 1,000 megawatts (MW) of solar power produced by 2013 and 20 gigawatts (GW) by the end of 2022. One gigawatt is enough to power close to one million homes.  The country currently generates 18,155MW, or 10.9%, of its electricity from renewable resources. Of this, solar energy makes up just 18MW, or 0.01%.  

In the first phase of the study, supported by the Environment Ministry and being conducted at IISc’s Centre for Ecological Sciences (CES), researchers have mapped states and regions with an abundance of sunlight. “We have mapped the states that will have sunlight throughout the year, which will guide a business firm to set up a plant,” said Mr. T.V. Ramachandra, a faculty member at CES and the project’s guide.  CES will carry out district-level mapping in the next phase. 
(continued on next page)
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Rajasthan, Gujarat and Karnataka have been identified as the states that receive enough sunlight throughout the year to merit large commercial solar plants.  “Coastal parts of Kerala, Jharkhand and Uttar Pradesh and Andhra Pradesh are ideal states to set up small plants for domestic use, like solar cooker and solar water heater,” Mr. Ramachandra said. 
Mr. Rishabh Jain, a member of the research group, said most other states and metro cities receive sunlight only during the summer.  “Hence, those places are not favorable. For instance, Delhi is the hottest in summer, but the winters do not receive (enough) sunlight,” he said.  India’s location in the global solar belt — which lies between the 40 degrees north and 40 degrees south latitudes— makes it ideal for harnessing solar energy, said Mr. Jain. The country, he said, receives sunlight in abundance for more than 300 days of the year.  
India potentially has a $1 billion solar energy market, according to an estimate by the United Nations Energy Programme in its report for 2010.  

A report on solar photovoltaic cells by the India Semiconductor Association (ISA), also released in 2010, said India has a cumulative power generation capacity of 152GW and faces a deficit of 11% in overall demand and 12% when demand peaks.  “With an expanding economy, the demand for power is growing at around 6% every year, and the peak load is expected to reach 176GW by 2012 and cross 778GW by 2031-32,” the report added. 
Mapping solar hotspots will benefit companies that want to harness solar power commercially, said Mr. Rajiv Jain, Associate Director, ISA.  “As solar power is presently quite expensive, every percentage increase in the solar power output matters, which leads to reduction in per unit cost of power. The studies being carried out to map the solar hotspots would help in identification of areas with larger amount of solar insolation and output,” he said.  (livemint.com: January 03, 2011)

9 SOLAR POWER PROJECTS APPROVED FOR HARYANA

The Government of India has approved nine solar power projects of 8.8 Mw capacity to be set up in Haryana by independent power producers. These projects will get commissioned by September 2011. 

Haryana Power Minister, Mr. Mahender Partap Singh, said the Haryana Renewable Energy Development Agency (Hareda) had invited proposals from independent power producers for the installation of solar power generation plants of 100 Kw  to 2 Mw capacities in the state under the Jawaharlal Nehru National Solar Mission. After the approval of the state government, Hareda issued pre-registration certificates to the 22 developers for setting up of solar power projects of 20 Mw capacity, of which nine projects had been approved by the Government of India. 

He said as part of energy conservation drive launched by the state government, two projects of 100 Kw Rooftop Solar Photovoltaic had been commissioned at M/s Omax Auto Ltd, Manesar and Daruhera units. One such project of 50 Kw had also been commissioned recently at Retreat, Teri, Gawal Pahari and Gurgaon. 

A small hydro project of 6 Mw was commissioned at Dadupur, Yamuna Nagar in March 2010 and a small hydro plant of 2 Mw commissioned at Gogripur, Karnal in September 2010, said the Minister, adding, a 1 Mw distillery effluents-based power project have also been commissioned at M/s Ashoka Distilleries, Hathin, district Palwal. 

Besides, three biomass co-generation projects of 2.5 Mw capacity were being setup in private industries and were likely to be commissioned by the end of the current financial year. Biogas-based power project of 200 Kw was also being setup at Dera Sacha Sauda, Sirsa which was likely to be completed by March 2011. (Business Standard: January 07, 2011)

EGL TO OPEN DIAMOND CERTIFICATION LAB IN AHMEDABAD
European diamond certifying agency, EGL (European Gemological Laboratory) is setting up a diamond certifying laboratory in Ahmedabad, the sixth for the company in India. 

Taking a cue from the rising demand for diamond jewellery in India, EGL has laid out ambitious plans to expand its presence in the country in 2011. The global diamond certification agency has so far five laboratories located in New Delhi, Kolkata, Bangalore and Mumbai. 
 (Continued on next page)
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"The demand for diamond jewellery is rising at a rapid pace. The consumer awareness is also increasing; hence there is a need for globally recognised certification services in India. Gujarat being one of the key markets for diamond jewelleries, we will open our sixth certification laboratory in Ahmedabad on January 26. We are also planning to set up laboratories in Chennai, Hyderabad and Raipur in coming months," informed Mr. Pritesh Jhaveri, Director, EGL. 

In Gujarat, EGL has 15-20 clients, which it intends to increase to 100 by the end-2011. For this, EGL will also rollout mobile laboratory for diamond certification in Gujarat. 

"We will explore other potential markets in Gujarat. For this we will run a mobile laboratory that will reach out to our clients in distant places," Mr. Jhaveri told. 

EGL certifies around 2000-3000 diamond and jewellery pieces per day at its existing laboratories located across India. At the upcoming laboratory in Ahmedabad, the company intends to initiate certification from 100 pieces per day in the first 2-3 months. (Business Standard: January 04, 2011)

AIRBUS GETS $14 BN ORDER FROM INDIGO

Five years after it surprised many by placing a sweeping 100 aircraft order in one go, the country’s largest low-fare carrier IndiGo said it was placing an order for another 180 Airbus A320 aircraft, the largest single order by volume in commercial aviation history and valued at about $14 billion at list prices. 

India’s scheduled airlines like Air India, Jet Airways, Kingfisher Airlines, SpiceJet and GoAir put together have a fleet of 419 aircraft currently and India is the ninth largest aviation market in the world expected to continue growing in double digits over through the decade. 

IndiGo, run by InterGlobe Aviation Pvt Ltd, has bought 180 Airbus A320 aircraft of which 150 will be the A320neo and 30 standard A320s. 

The A320neo is the new fuel-efficient version of Airbus A320 which will be launched in 2016. IndiGo also becomes the launch customer of Airbus A320neo aircraft with this deal and will select an engine soon. The 180 airplanes are expected to be delivered between 2016 and 2025. 

The big ticket order was announced by the firm after a signing of memorandum of understanding in France’s Toulouse, the headquarters of European manufacturer Airbus SAS, between IndiGo’s owners Mr. Rahul Bhatia, Mr. Rakesh Gangwal and Airbus COO Mr. John Leahy.   

”Ordering more A320s was the natural choice to meet India’s growing flying needs. The opportunity to reduce costs and to further improve our environmental performance through the A320neo were key to our decision,” Bhatia and Gangwal said in a joint statement released from Toulouse. 

Leahy said, “This order positions IndiGo to take full advantage of the predicted growth in Indian air travel and we are delighted that they continue to build their future with Airbus.” 

The airline early last year had sought civil aviation ministry’s approval for an order of 150 aircraft, as Mint reported on April 28th quoting a letter it had written to the ministry. IndiGo’s request “for import/acquisition of an additional 150 aircraft for scheduled air transport,” was cleared by the government soon after. 

IndiGo which flies 34 Airbus A320 aircraft currently will induct a dozen this year from its previous order. It will fly international from August this year and has appointed bankers to look into listing at the stock exchange. (livemint.com: January 12, 2011)
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TATA MOTORS IN TIE-UP TALKS WITH CANADA FIRM
Tata Motors is in talks with a Canada-based company for its second generation gearless Nano. 

Mr. Benoit-Jean Bernard, Director Quebec Office, Counsulate General of Canada in Mumbai said, "Tata has already invested huge amount in Canada's Quebec province and is in the process of signing a deal for supply of parts for gearless Nano with C-tech, a Montreal-based auto component maker." 

According to him, the two companies have been working in coordination for the past two years on the project. Sources say once the deal is signed, the Canadian company may set up a manufacturing facility close to the Nano plant in Sanand.  (Continued on next page)
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Already, Canadian companies like Bombardier and SNC Lavalin, an engineering firm, have units in Gujarat. Bombardier manufactures coaches for the Delhi Metro at its Vadodara facility. "This is the first time I am attending the Vibrant Gujarat summit. The reception has been very warm," Mr. Bernard said, adding that he was here to attract investment for his province in Canada. "We decided to use this platform for inviting industrialists from Gujarat and the rest of India to invest in Quebec," he said. (The Times of India: January 13, 2011)

PHILIPS BUYS PREETHI TO GROW IN SOUTH INDIA
Philips has agreed to buy South Indian home appliances brand Preethi for over $ 77.88 mln in one of the largest M&A transactions in the intensely-competitive home appliances market in the country. The deal involves the purchase of the Preethi brand along with manufacturing facilities and after-sales divisions. Maya Appliances, which makes and owns the Preethi brand name, will continue to function as a separate company. 

Preethi mixers are a popular brand in the South and Philips will get access to a large market with dedicated plants and after-sales service. The annual Indian mixer market is estimated to be around 4.8 million units.  Preethi alone sells around 1.6 million units. Preethi, which has been trying to expand in the north and west, will be able to do so, riding on Philips’ dealer network. The deal is expected to close by the first quarter of next fiscal. 

“Since launching our first products over 30 years ago, Preethi has grown into one of the most successful and trusted kitchen appliance brands in India,” the company’s Chairman and Managing Director, Mr. T.T. Varadarajan, said. “Now we have an even brighter future with Philips. The combined strength of our two organisations will benefit both our customers and employees,” he added. 

“To capture growth in kitchen appliances, we need to intimately understand local consumer needs and deliver the right solutions. By building on Preethi’s unique local knowledge, heritage of quality and substantial distributor and dealer network, we are well positioned to drive growth in one of the world’s most dynamic kitchen appliance markets,” Mr. Pieter Nota, Chief Executive Officer of Philips Consumer Lifestyle was quoted as saying in a statement. 

Philips will also use Preethi’s manufacturing facility to make some other products. The brand was manufactured from seven locations - four in Himachal Pradesh and three in Tamil Nadu - and is now planning to set up one more near Chennai. 

“This plant will manufacture only mixers and would be opening doors in the next 12-15 months. Once operational, this facility would make around 2-million mixer grinders per year,” a Maya Appliances spokesperson said. (The Economic Times: January 25, 2011)
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AIR FRANCE-KLM BUYS 26% STAKE IN MUMBAI COMPANY
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India's growing aviation market and huge aircraft orders from local airlines are proving to be a big attraction for foreign carriers to invest in India. 

The Air France- KLM .combine recently picked up a 26% stake in a Mumbai-based firm, Max Aerospace and will soon launch a maintenance, repair and overhaul (MRO) facility for aircraft components in India.  
The European giant, which has become one of the first international airlines to invest in a MRO here, has a simple business model for the MRO: Offer spare parts required by Indian carriers in the country itself without ordering them from abroad. “The Indian market is growing very rapidly. Repairing or replacing aircraft components is a huge business opportunity. There are two cities (not Delhi or Mumbai) that have emerged as the options for locating this facility,” said Mr. Vincent Knoops, Senior Vice President at KLM. 

Indian carriers currently send their planes abroad for maintenance checks and also rely on overseas suppliers for their component requirement. “This process becomes very time-consuming. So if there are international players that can at least have a warehouse for spares in the country and offer them fast and at reasonable rates, it can be a win-win situation for them and for us,” said a senior airline official. (The Economic Times: January 27, 2011)
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