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Indian Economy
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ω India: 4th largest economy in 

PPP terms

ω LƴŘƛŀΩǎ D5t ŀǘ Ŏƻƴǎǘŀƴǘ ǇǊƛŎŜǎ  

has increased rapidly over 

the past 15 years from $250 

billion to over US$ 1 trillion

ω 2nd highestGDPgrowth

ω Despite global meltdown

economy grew at 7.4% in

2009-10

ω Expected to regain 9% plus

growth rate within a year

GDP at purchasing power parity (2009)
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GDP Composition: 1990-91 versus 2009-10

GDP composition: Undergoing change

32%

27%

41%

1990-91

Agriculture Industry Services

15%

28%57%

2009-10

Agriculture Industry Services



Exports and Imports of Merchandise goods (US $ Billion)

ω LƴŘƛŀΩǎintegration with the global
economyhasprogressedrapidly

ω Imports and exports of goods
together amount to over $480
billion

ω Both imports & exports contracted
in aftermath of the globalrecession

Rising Importance in Global Trade

ω Exportof serviceshasexpanded
rapidly at CAGRof 17% in last
five years

ω India runs a surplus in its
servicestrade as opposed to a
deficit in goodstrade

149.2

185.7

251.6

303.7
278.7

103.1
126.4

163.1
185.3 176.6

0

50

100

150

200

250

300

350

2005-06 2006-07 2007-08 2008-09 2009-10

Imports Exports

Exports and imports of Services (US $ Billion)

34.5
44.3

51.5 52
59.657.7

73.8

90.3

101.7
93.8

0

20

40

60

80

100

120

2005-06 2006-07 2007-08 2008-09 2009-10

Imports Exports



Capital Inflows: Rising

ω India hasattracted large FDI
inflows of over $ 35 billion
in 2008-09and 2009-10

ω FDI inflows has gone up
from over US$ 4 billion in
2003-04 to US$ 37.2 billion
in 2009-10
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Economic Reforms in India

Policy Statement of 1991
GOI embarked upon major economic reforms since mid-1991

Aim
Integration with world economy and emerging as a significant 

player in the globalization process 

Major reforms undertaken: 

×Decontrolof industries- Only5 sectors(Defenceitems,Explosives,HazardousChemicals,

TobaccoProducts& AlcoholicDrinks)requirelicenseto setup industrialunits.

×Simplification of investment procedures- Most of the activities under Manufacturing

andServicesectorsareplacedunderautomatic(noprior approval)route.

üUnder Automatic route procedure, Indian companiesreceivingFDIhave only to

notify ReserveBankof Indiawithin 30 daysof receivingFDIand againwithin 30 days

of issueof sharesto non-residents

üUnder Government approval route procedure, Foreign Investment Promotion

Board(FIPB)considersapplicationsandconveysdecisionwithin 4-6 weeks.



Reforms Undertaken (ContdΧύ

All investments are on repatriation basis

Original investment,  profits and dividend can be freely repatriated

Exchange Control

Taxation

Companies incorporated in India treated as Indian companies for taxation

Convention on Avoidance of Double Taxation with 71 countries

Reduction in tariff barriers: Peak custom tariffs on goods - as high as 150% in 1991, now only 10%

Other Reforms

Rupee made convertible on current account

Removal of public sector monopolies & increased competition



Extant FDI Policy ςA Summary

Sectors under Automatic Route up-to 100% 
FDI

Å Most manufacturing activities 

Å Non-banking financial services

Å Drugs and pharmaceuticals 

Å Food processing

Å Electronic hardware

Å Software development

Å Film industry

Å Advertising

Å Hospitals

Å Private oil refineries

Å Pollution control and management

Å Exploration and mining of minerals other than 

diamonds and precious stones

Å Management consultancy

Å Setting up/development of industrial park/model 

town/SEZ

Å Petroleum Products Pipeline

Å Wholesale Trading

Infrastructure sectors under Automatic Route 
up-to 100% FDI

Å Electricity Generation (except Atomic energy)

Å Electricity Transmission

Å Electricity Distribution

Å Mass Rapid Transport System

Å Roads & Highways

Å Toll Roads

Å Vehicular Bridges

Å Ports & Harbours

Å Hotel & Tourism

Å Townships, Housing, Built-up Infrastructure and 

Construction Development Project 

Å Greenfield Airports



Main Sectors with  FDI Equity/Route Limit

FDI equity limit-Automatic route

Å Insurance ς26%

Å Domestic airlines ς49%

Å Telecom services- Foreign equity 49%

Å Private sector banks- 49%

FDI  requiring prior Government approval

Å Defense production ς26%

Å FM Broadcasting - foreign equity 20%

Å Print Media: News and current affairs-

26%

Å Broadcasting- cable, DTH, up-linking ς

foreign equity 49%

Å Tea plantation ς100%

Å Development of Airports- 100%

Å Telecom services- Foreign equity beyond 

49% and upto 74%

Å Single brand retail trading- 51%

Å Private sector banks- Foreign equity 

beyond 49% and upto 74%



ÅPower

ÅRoads

ÅTelecom

ÅCivil Aviation

ÅConstructionDevelopment 

Projects

ÅTextiles and Apparel

ÅAuto Component

ÅPharmaceuticals

ÅGems and Jewellery

ÅLeather Industry

Important Sectors Having Investment Potential

Infrastructure Manufacturing



Infrastructure



Investment Opportunities - Infrastructure

India needs to invest heavily in infrastructure

Investment requirement estimated at US$ 494 billion during 11th Plan period( 2007-

12) and US$ 1.7 Trillion by 2017

Share of investment in infrastructure to increase from 5% of GDP to 9% by 2012

Annual investment on infrastructure projected at US$40 billion 

Major sectors are Power, Highways & Roads, Ports, Air transport / Airports, Telecom



Investment Opportunities - Infrastructure

Å FDIPolicy: 100% foreign investmentpermitted under automatic route in PowerGeneration,Transmission&

Distribution(other thanatomicpower)

ï Tariff regulationthroughindependentregulatorat the central& stateGovernmentlevel

Å Incentive: Incometaxholidayfor a blockof 10yearsin the first 15yearsof operation

ï Waiverof capitalgoodsimport dutieson megapowerprojects( above1000MW)

Å InvestmentOpportunity: Targetto increasegenerationcapacityup to 200,000MW by 2012from current level

of 1,47,000MW, will requireinvestmentof US$120billion in next5 years.

Å Policy: 100%FDIpermitted in the manufactureof telecomequipments

ï Basic& Cellularmobile serviceshave a foreign equity cap of 74% subject to licencingand security

requirements

Å Incentive: Exemptionfrom basiccustomduty is allowedon the import of specifiedinfrastructureequipments

to serviceprovider

Å Opportunities: Indiaisaddingover15million newcellularphoneconnectionseverymonth

ï Thetotal telecomsubscriberbaseisalreadyover670million (2nd largestin world)

Power

Telecom



Investment Opportunities - Infrastructure

Å Policy: 100%FDIispermitted underautomaticroute in all roaddevelopmentprojects.

Å Incentive: 100%incometaxexemptionfor a periodof 10years.

ï Governmentprovides viability gap funding for road projects and developersare permitted to

recoverinvestmentby wayof collectionof tolls

Å Opportunity: PrivateSectorparticipationviaboth constructioncontractsandBuildςOperateςTransfer

(BOT)on either toll or annuitybasis. Investmentrequirementprojectedat US$94billion in next5 years.

Å Policy: GreenfieldAirports - 100%FDIispermitted underautomaticroute

ï Air TransportServices: 49%FDIispermitted underautomaticroute

ï MaintenanceandRepairServices: 100%FDIispermitted underautomaticroute

ï GroundHandlingServices: 74%FDIispermitted underautomaticroute

Å Incentives: 100%taxexemptionfor airport projectsfor a periodof 10years

Å Opportunities: Investmentopportunitiesof US$ 110billion envisagedup to 2020with US$ 80 billion in

newaircraftandUS$ 30 billion in developmentof airport infrastructure

Roads

Civil Aviation



Investment Opportunities - Infrastructure

Å Policy: 100%FDIpermitted underautomaticroute permitted for port developmentprojects

Å Incentive: 100%incometaxexemptionfor a periodof 10years.

Å Opportunity: To improve facilitiesat LƴŘƛŀΩǎ12 major ports, US$ 12.4 billion required in the next five

years. AnotherUS$ 7.7 billion requiredfor improvementsin minor ports

Å Policy : 100% FDIallowed in townships,housing,built-up infrastructure & constructiondevelopment

projectsunderthe automaticroute, subjectto conditions

Å Opportunities: An estimatedshortageof 26.53 million housesduringthe EleventhFiveYearPlan(2007-

12) providesa big investmentopportunity. Indiahasambitiousplanto improveurbaninfrastructureand

thisoffersanotheropportunity in variousconstructiondevelopmentprojects

Ports & Shipping

Construction Development Projects



Investment Opportunities 
in 

Other Sectors



Investment Opportunities ςAuto Sector

Å Policy: 100%FDIpermitted underautomaticroute in automobile& autocomponentsmanufacturing

ï No licensingapprovalrequired for production of automobiles& import of componentsfor assemblyis

freelypermitted.

Å Opportunity: LƴŘƛŀΩǎautomobile sector is growing at double digit rate; India is emergingas a small car

manufacturinghub

ï ²ƻǊƭŘΩǎlargesttwo wheelermanufactureris in India

ï Indianautocomponentindustryiswell establishedandsuppliesto majorOEMsin Europe& USA.

Å Indiaisamongthe fastestgrowingpharmaceuticalmarketsin the world

Å It is rankedfourteenth in the world in termsof value,andis the third largestin termsof volume

Å TheIndianpharmaceuticalmarket is expectedto triple to US$ 20 billion by 2015from US$ 7.1 billion in

2007

Å India is a fast growingcustommanufacturingand researchoutsourcing/clinicaltrials destinationwith a

growth rate that is thrice the globalmarketrate.

Auto Sector

Pharmaceuticals



Investment Opportunities

Å India- 2nd largest producer of fruits &
vegetablesin the world

Å Largest producer of milk in the world-
nearly15.2%of globalmilk production

Å Sizeof the food processingindustry- US$
75billion in 2007; growingat 14%

Å India- 3rd largest market in the world for
alcohol; has56manufacturingunits

Å The annual production of meat is
estimatedat 6.5 million tonnes

Å Fishproductionestimatedat 7 mn tonnes
Å Currently,only 5%of total Foodproduction

isprocessed
Å An investment opportunity of US$ 22

billion existin Indiafor next10 years

Food Processing Sector
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Policy: FDI allowedup-to 100%in Leathersectorwithout anyprior approval

Incentives: Dutyfree import of raw hides& skins,semi-finishedandfinishedleather

ï Concessionalduty on importedmachineryandchemicals.

ï Dutyfree exportof raw hides& skins,semi-finishedandfinishedleatherandleatherproducts

LƴŘƛŀΩǎStrengths

Lowcosts,widelyavailableraw material,well-developedqualityandR&Dfacilities

Indiaexports67.9%of its leatherexportsto EU,followedby 8.7%to USAand7.35%to HongKong

Leather Sector



India and Brazil: Economic Indicators

India Brazil

GDP $1.317 trillion(2009-10) 1.499 trillion (2009)

GDP composition

(i) Agriculture: 17%

(ii) Industry: 28.2%

(iii) Services: 54.9% (2009)

(i) Agriculture-6.1%

(ii) Industry-25.4%

(iii) Services-68.5%

GDP Growth%
6.7% (2008-09)

7.4%(2009-10)

-0.2% (2009)

5.1% (2008)

Total External Trade ($ billion) $288 billion $280 billion

F.E. Reserve $279 billion $238 Billion

Cumulative FDI Inflows $168.9 billion $319 billion



India & Brazil: Strong Complementarities

INDIA

Å Agriculture: Largest producer of milk,
fruits andvegetables.

Å Natural Resources: Abundant reservesof
iron ore, bauxite,coal,etc

Å Industrial base: Strong manufacturing
capabilities in engineeringand chemical
sectors

Å Skilled workforce: India has a large pool
of highly-skilled, English-speaking
workforceat competitiverate.

Å Expandingmarket: Increasingdisposable
income of emerging middle class
population

Å Knowledgeeconomy: world leader in IT
sector,bio-technology,spacetechnology.

Å US $ 1.7 trillion investment required in
infrastructuretill 2017.

Å Policy: Investorfriendlypolicies

BRAZIL

Å Agriculture: Brazilhas22% of the ǿƻǊƭŘΩǎ
arablelandandone-fifth of its freshwater
resources.

Å Mineral Resources: ǿƻǊƭŘΩǎlargest iron
ore reserves and has proven large
reserves in bauxite, manganese,nickel,
andother ores.

Å Strong Industrial base: ranks fourth in
aircraft production, fifth largest rubber
industry,seventhlargestchemicalindustry
and the tenth largest automobile
producerin the world.

Å Infrastructure: 2014 FIFAWorld Cup and
2016 Olympics offers opportunities for
investment

Å Policy: Investorfriendlyandtransparent.


