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Indian Economy

w India: 4" largesteconomyin
PPP terms

w LYRAIFI Q& D5t |
has increased rapidly over
the past 15 years from $250
billion to over US$ Ztrillion

w 2" highestGDPgrowth

w Despite global meltdown
economy grew at 7.4% in
200910

w Expectedto regain 9% plus
growth rate within ayear
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GDPcomposition: Undergoinghange

GDP Composition: 19991 versus

199091

E Agriculture ® Industry ~ Services

20090

200910
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Risingimportancein Global Trade

Exports andmports of Merchandise goods (US $ Billion)
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Capitalinflows: Rising

FDI & Portfolio Inflows
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India has attracted large FDI
inflows of over $ 35 billion
iIn 200809 and 200910

FDI inflows has gone up
from over US$ 4 billion in
200304 to USh 37.2 billion
in 2009-10




‘ Economic Reforms in India \

Policy Statement of 1991
GOl embarked upon major economic reforms since @91
Alm
Integration with world economy and emerging as a significant
player in the globalization process

Major reforms undertaken:

x Decontrolof industries- Only5 sectors(Defenceitems, ExplosivesHazardousChemicals,

TobaccdProducts& AlcoholicDrinks)requirelicenseto setup industrialunits.

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

andServicesectorsare placedunderautomatic(no prior approval)route.

U Under Automatic route procedure Indian companiesreceiving FDIlhave only to
notify ReserveBankof Indiawithin 30 daysof receivingFDIland againwithin 30 days
of issueof shareso non-residents

U Under Government approval route procedure Foreign Investment Promotion

Board(FIPBEonsidersapplicationsand conveysdecisionwithin 4-6 weeks



Reforms UndertakenQontdX 0

Exchange Control

All investments are on repatriation basis

Original investment, profits and dividend can be freely repatriated

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 goodas 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 Policg A Summary

Sectors under Automatic Route ujp 100% Infrastructure sectors under Automatic Route
FDI up-to 100% FDI

Most manufacturing activities
Nonbanking financial services
Drugs and pharmaceuticals
Food processing

Electronic hardware

Software development

Film industry

Advertising

Hospitals

Private oil refineries

Pollution control and management

To To Do Do o To Do Do Po Do Do P>

Exploration and mining of minerals other than

diamonds and precious stones

T

Management consultancy

T

Setting up/development of industrial park/model
town/SEZ
Petroleum Products Pipeline

Wholesale Trading



Main Sectors with FDI Equity/Route Limit

FDI equity limitAutomatic route

A Insurancec 26%

A Domestic airlines; 49%

A Telecom servicesoreign equity 49%

A Private sector banks49%

Defense productiorg 26%

FM Broadcasting foreign equity 20%
Print Media: News and current affairs
26%

Broadcasting cable, DTH, wfinking ¢
foreign equity 49%

Tea plantation¢ 100%

Development of Airports100%

Telecom serviceg-oreign equity beyond
49% andupto 74%
Single brand retail trading51%

Private sector banksForeign equity
beyond 49% andipto 74%




Important Sectors Having Investment Potential

Infrastructure Manufacturing

A Power A Textiles and Apparel
A Roads A Auto Component

A Telecom A Pharmaceuticals

A Civil Aviation

A Gems andlewellery

A ConstructionDevelopment A Leather Industry

Projects




Infrastructure




Investment Opportunities- Infrastructure

f
’ India needs to invest heavily in infrastructure I

Investment requirement estimated at US$ 494 billion during®.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 20]
Annual investment on infrastructure projected at US$40 billion

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




Investment Opportunities- Infrastructure

Power

A EDIPolicy 100% foreign investment permitted under automatic route in Power Generation, Transmissior&
Distribution(other than atomicpower)
I Tariffregulationthroughindependentregulatorat the central & state Governmentevel
A Incentive: Incometax holidayfor a blockof 10 yearsin the first 15 yearsof operation
I Waiverof capitalgoodsimport dutieson megapower projects( abovel00QMW)

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

of 1,47,000MW, will require investmentof USp120billion in next5 years

Telecom

A Policy 100%FDIpermitted in the manufactureof telecomequipments
i Basic& Cellularmobile serviceshave a foreign equity cap of 74% subjectto licencingand security
requirements
A Incentive Exemptionfrom basiccustomduty is allowed on the import of specifiedinfrastructure equipments
to serviceprovider
A Opportunities Indiais addingover 15 million new cellularphoneconnectionseverymonth

i Thetotal telecomsubscribebaseis alreadyover 670 million (2" largestin world)



Investment Opportunities- Infrastructure

Policy 100% FDlis permitted underautomaticroute in all road developmentprojects

Incentive 10P0incometax exemptionfor a period of 10 years
I Governmentprovides viability gap funding for road projects and developersare permitted to

recoverinvestmentby way of collectionof tolls

Opportunity: PrivateSectorparticipationvia both constructioncontractsand Build¢ Operateg Transfer

(BOT)n either toll or annuitybasis Investmentrequirementprojectedat USp94billion in next5 years

Civil Aviation

A Policy: GreenfieldAirports - 1002 FDlis permitted under automaticroute

I Air TransportServices49%FDlis permitted underautomaticroute
I Maintenanceand RepairServices100% FDlis permitted underautomaticroute
I GroundHandlingServices74%FDlis permitted underautomaticroute

A Incentives 100%tax exemptionfor airport projectsfor a period of 10 years

A Opportunities Investmentopportunitiesof US 110 billion envisagecdup to 2020with USS 80 billion in

new aircraftand USh 30 billion in developmentof airport infrastructure



Investment Opportunities- Infrastructure

Ports & Shipping

A Policy 100% FDIpermitted underautomaticroute permitted for port developmentprojects

o

Incentive 100%6incometax exemptionfor a period of 10 years

A Opportunity: Toimprove facilitiesat L Y R 22lm&jér ports, US$ 12.4 billion requiredin the next five

years AnotherUS$ 7.7 billion requiredfor improvementsin minor ports

Construction Development Projects

A Policy: 100% FDIlallowed in townships, housing,built-up infrastructure & constructiondevelopment
projectsunderthe automaticroute, subjectto conditions

A Opportunities An estimatedshortageof 26.53 million housesduringthe EleventhFiveYearPlan(2007-

12) providesa big investmentopportunity. Indiahasambitiousplanto improve urbaninfrastructureand

this offersanotheropportunity in variousconstructiondevelopmentprojects




Investment Opportunities
IN

Other Sectors




Investment Opportunitiesg Auto Sector

o o Do

Auto Sector

Policy 100% FDIpermitted underautomaticroute in automobile& auto componentsmanufacturing
i No licensingapprovalrequired for production of automobiles& import of componentsfor assemblyis
freely permitted.
Opportunity: L Yy R Auto@abile sector is growing at double digit rate; India is emergingas a small car
manufacturinghub

i 2 2 NJlarRyésitwo wheelermanufacturerisin India
I Indianauto componentindustryis well establishedand suppliesto major OEMsn Europe& USA

Pharmaceuticals

Indiais amongthe fastestgrowingpharmaceuticamarketsin the world

It is rankedfourteenth in the world in terms of value,andisthe third largestin terms of volume
Thelndianpharmaceuticamarketis expectedto triple to USb 20 billion by 2015from USp 7.1 billion in
2007

Indiais a fast growingcustommanufacturingand researchoutsourcing/clinicaltrials destinationwith a
growth rate that isthrice the globalmarketrate.




Investment Opportunities

Indiaa 2" largest producer of fruits &
vegetablesn the world
Output of processed Fooc Largest producer of milk in the world-
80 - nearly15.2% of globalmilk production
20 - 68 Sizeof the food processingndustry USH
- o 57 75billionin 2007, growingat 14%
50 143 46 India= 39 largest market in the world for

alcohol has56 manufacturingunits

The annual production of meat Iis
estimatedat 6.5 milliontonnes
Fishproductionestimatedat 7 mn tonnes
Currently,only 5% of total Foodproduction
Isprocessed

An investment opportunity of US 22

billion existin Indiafor next 10 years
Leather Secto

Policy. FDI allowedup-to 10®6in Leathersectorwithout anyprior approval
Incentives Duty free import of raw hides& skins,semtifinishedandfinishedleather
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I Concessionaluty on imported machineryandchemicals

I Dutyfree exportof raw hides& skins,semtfinishedandfinishedleatherandleatherproducts
L V' R Stler@ths
Lowcosts,widely availableraw material, well-developedquality and R&Dfacilities
Indiaexnorts67 9% of its leatherexnortsto Fl ) followed bv & 79%to | ISAand 7 R59%4t0 HonaKona



India and Brazil: Economic Indicators

Brazil

$1.317 trillion(200910)

1.499 trillion (2009)

(i) Agriculture: 17%
GDP composition (i) Industry: 28.2%
(iif) Services: 54.9% (2009)

(1)
(i

Agriculture-6.1%
) Industry-25.4%

(i)  Services58.5%

GDP Growth% 0.7% (200809)

-0.2% (2009)

7.4%(200910) 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 Comp

Agriculture Largest producer of milk,
fruits andvegetables

Natural ResourcesAbundant reservesof
iron ore, bauxite,coal,etc

Industrial base Strong manufacturing
capabilitiesin engineeringand chemical
sectors

Skilled workforce: India has a large pool
of highly-skilled, Englishspeaking
workforceat competitiverate.
Expandingmarket Increasingdisposable
income of emerging middle class
population

Knowledge economy world leader in IT
sector,bio-technologyspacetechnology
US$ 1.7 trillion investment required in
infrastructuretill 2017,

Policy. Investorfriendly policies

ementarities

BRAZIL

A

A

Agriculture Brazilhas22% of the g 2 NI
arableland and onefifth of its freshwater
resources

Mineral Resources ¢ 2 NJ ldRg@st iron
ore reserves and has proven large
reservesin bauxite, manganese,nickel,
andother ores

Strong Industrial base ranks fourth in

aircraft production, fifth largest rubber
industry, seventhlargestchemicalindustry

and the tenth largest automobile
producerin the world.

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

Policy. Investorfriendly andtransparent




