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PM’s China Move: Why it is well thought out

The importance of Indian Prime Minister Narendra Modi’s visit to China,

which is by far India’s largest trading partner, can be gauged from the fact he

had a chance to visit the native place of Chinese President Xi Jinping in the

historic city of Xian.The personal rapport that Modi now enjoys with President

Xi was in full evidence in Xian, the first time a foreign leader was welcomed

by a Chinese president in a city outside of Beijing.

...read more @ page 2

PM Modi’s Korea visit: Optimism vs Pessimism over

FDI to India

The optimist investors considering Modi’s visit to South Korea as an opportu-

nity to enhance India-South Korea relationship have expectations of the

Narendra Modi government in supporting their investments into India. This

excitement created a synergy effect when Modi showed his great interests in

inviting more South Korean investors to India during his visit to Seoul.
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The sheaf of trade-and investment-agreements that India and Bangladesh

have now signed will open up opportunities for New Delhi to look at, and
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The Southeast Asian region in general and Singapore in particular are fer-

vently working to soon turn the “Make In India” plan into a reality through

concrete action. The target is to generate close to US$1 billion of invest-

ments from SMEs in Southeast Asia into India, which will serve the twin

objectives of “Make In India” and “Act East”.
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India to be the world’s fastest growing retail mar-

ket

The retail market is expected to grow to US$1.3 trillion by 2020, from US$925

billion in 2014. The retail market has grown at a compounded annual growth

rate of 5.8 per cent. The future retail market growth will be boosted by the

eight per cent per annum growth in the Gross Domestic Product (GDP) over

the next three years
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Institutional Investors

While, the long-term impact of retroactive tax on inflows into the country is

“not yet clear”, imposing Minimum Alternative Tax (MAT) on Foreign Institu-

tional Investors (now rechristened as Foreign Portfolio Investors) has further

compounded the prevailing confusion.
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Often in China, symbolic gestures are the path-

ways to more important semantics. The importance

of Indian Prime Minister Narendra Modi’s visit to

China, which is by far India’s largest trading part-

ner, can be gauged from the fact he had a chance

to visit the native place of Chinese President Xi

Jinping in the historic city of Xian.The personal

rapport that Modi now enjoys with President Xi

was in full evidence in Xian, the first time a foreign

leader was welcomed by a Chinese president in a

city outside of Beijing.  To be sure, Xi was recip-

rocating Modi’s gesture of receiving him in

Gandhinagar and Ahmedabad last year.

On his visit to India, Xi spoke about his

country’s intention to invest up to US$25 billion in

India. The Indian business team accompanying

Modi to China signed 21 agreements worth US$22

billion. Both sides consider this just the beginning.

Ever since India and China resumed state-level

summit meetings and visits of the heads of govern-

ments in 1988 with the landmark and breakthrough

visit of the then Prime Minister Rajiv Gandhi to

Beijing, the commercial relations particularly be-

tween the two Asian giants are on an upswing de-

spite occasional thorny incidents at the unmarked

but long international border. After Rajiv, other

Indian Prime Ministers who have visited China in-

clude PV Narasimha Rao, Atal Behari Vajpayee

and Manmohan Singh. Now, Modi joins the list of

his illustrious predecessors and has taken a very

mature step in taking the Indo-Sino relationship to

the next higher level.

Modi may have exchanged selfies, tweeted on

Weibo (Chinese twitter) and gifts and shared

PM’s China Move: Why it is

well thought out
By Girija Pande*

ggggg Modi has taken a very mature step in taking the Indo-Sino relationship
to the next higher level.

ggggg The PM promised that India will set up special manufacturing zones for
Chinese entrepreneurs from where they could access the lucrative and
growing Indian market as well as produce for exports to the region.

Economy /
Investment

anecdotes with his Chinese hosts but the visit was

not just about atmospherics alone. It was a sum-

mit meeting with a lot of serious talking on both

economics and politics.  By all accounts, Modi is

aware that this crucial, vital and critical relation-

ship is to be nurtured with care because in the next

decade or so China and India will be world’s larg-

est and third largest economies respectively.

This was Modi’s first visit to China as Prime

Minister but he is no stranger to the dragon nation,

having visited the country in the past seeking in-

vestments for Gujarat, the state he ruled as chief

minister for almost 13 years. During his chief min-

isterial sojourns in China he even used to carry

business or calling cards in Mandarin. One of India’s

then Ambassadors to China, Dr S. Jaishankar, an

erudite and experienced diplomat was handpicked

by Modi as his government’s foreign secretary.

Modi is an ardent fan of the Chinese economic

miracle which he wants India to emulate at the ear-

liest without compromising on environmental pres-

ervation and national security. He is keen to take

forward his predecessor, Manmohan Singh’s plan

of developing Bombay (Mumbai) on the lines of

Shanghai. He doesn’t want to stop at Shanghai-type-

Bombay alone and wants China to invest heavily

in India’s smart cities, rail and road freight corri-

dors and bullet trains and tracks related projects.

Untying The Border Knots

Diplomatic niceties apart, two issues were firmly

etched on the back of Team Modi’s mind when

they sat on the table for a serious discussion with

their Chinese counterparts: the knotty border dis-
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pute and finding ways and means to bolster the

commercial relationship between the two large

economies, despite the huge imbalance in trade in

favour of China. Not surprisingly, political, defence

and security issues were discussed behind closed

doors over several cups of Chinese tea while the

announcements on expanding commercial ties

were made in full media glare. Since Rajiv

Gandhi’s era when a bilateral study group started

working on the border issue, there has been little

progress on that front and Modi’s era is no differ-

ent. Nevertheless it goes to the credit of the Na-

tional Democratic Alliance government that it has

strongly put forth India’s point of view that solving

the dispute would require a radical change in the

Chinese mindset. India is very keen that the 1993

agreement of peace and tranquility on the Line of

Actual Control that PV Narasimha Rao success-

fully reached upon with his Chinese counterpart,

should be strictly observed in letter and spirit.

India has also made known its annoyance over

China’s massive investments in infrastructural

projects in Pakistan Occupied Kashmir. Differences

are serious but they are not insurmountable. On

the contrary, both sides agreed that if the alliance

between the two giants has to strengthen, the trust

deficit that bedevils their relationship needs to be

addressed. It was decided that there would be a

closer interaction between the armed forces of the

two countries and more people-to-people contacts

will also be forged.

Despite the differences, there are also other key

global issues where views of India and China coin-

cide. These agreements relate to views on the glar-

ing inequality in global governance, climate change

and the urgent need to counter global terrorism.

Both nations comprise one-third of humanity and

are fervently eager to play a much larger role on

the global stage. They realize that united they stand

and divided they fall. Together they can increase

their leverage in this world. Keeping this in mind

and to allay any potential misgivings, India made it

a point to clarify that under no circumstances was

its growing relationship with the United States in-

tended to contain China.

United In Commerce

India is keen to accelerate both trade and invest-

ment ties with China, which is integral with its “Act

East” and “Make in India” policies. While two-

way bilateral trade reached over US$70 billion

last year, the growing trade deficit of nearly

US$40 billion rankles India to no end. China re-

mains India’s largest trading partner – a position

that is likely to continue in the medium term, while

India has become China’s sixth largest market and

growing fast. In a recent book “The Silk Road

Rediscovered,” which I co-authored with two

American professors, we project the two way

trade to grow by 11-12 per cent per annum, but

the trade deficit to widen further to nearly US$60

billion. This is not a cause for alarm because In-

dia largely imports capital goods from China to

address its infrastructural deficit, while exporting

primary commodities like cotton and minerals to

the dragon. Importing cheaper Chinese equipment

for the power or telecom industries, much of it

financed with low-cost, long-term Chinese loans,

is after all not a bad proposition until India can

build its own global export capacities. This is pre-

cisely NDA government’s ambitious plan-to grow

Indian manufacturing capacity on lines similar to

the much vaunted East Asian model of Foreign

Direct Investment (FDI) linked growth. For In-

dia to succeed as a global manufacturing power-

house, it has to first address two key challenges.

It suffers from an acute shortfall in infrastructure

and requires nearly US$1 trillion worth of capital

investment to bring it up to the same level as many

of the other emerging markets. India also ranks

low in terms of ease of doing business, which de-

ters foreigners from making any significant invest-

ments in the country. Stifling bureaucracy and

complicated tax rules have long been a bane of

the Indian economy. ggggg

(Read full text @www.fii-news.com)

Read more in this story
Squaring the CircleSquaring the CircleSquaring the CircleSquaring the CircleSquaring the Circle

Modi has asked chief executives of ma-
jor Chinies companies to invest in In-

dian manufacturing in a big way.

*Girija Pande is the chairman of Apex Avalon

Consulting, Singapore; and co-author of The

Silk Road Rediscovered. He is also advisor to

many foreign investors and Foreign Investors

on India.
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India and South Korea upgraded their bilateral re-

lationship as ‘Special Strategic Partnership’ when

India’s Prime Minister Narendra Modi visited

Seoul in May. The new partnership addresses the

needs for closer ties in various industries including

the defence sector of both countries. However, I

would like to raise a question of how the special

strategic partnership can be built.

The optimist investors considering Modi’s visit to

South Korea as an opportunity to enhance India-

South Korea relationship have expectations of the

Narendra Modi government in supporting their in-

vestments into India. This excitement created a

synergy effect when Modi showed his great inter-

ests in inviting more South Korean investors to

India during his visit to Seoul. Modi’s excitement

was based on his strong belief and idea on the

needs for advanced technology for India’s further

growth, as he mentioned “Korea’s economic

miracle and global leadership in technology has

made the promise of the Asian Century more real.”

His visit to the shipyard of Hyundai Heavy Indus-

tries in Ulsan during his stay in South Korea sup-

ports the point of view. In Hyundai’s Ulsan ship-

yard, Mr Modi said, “Your ship-building capacity

and our agenda of port led development can be-

come driver of our growth.” As such, India craves

the cutting-edge technology from South Korea and

South Korea needs the Indian market for its busi-

ness group. Such expectations have made

policymakers and business groups from the two

countries have a rosy view about the bilateral eco-

nomic relations between India and South Korea.

PM Modi’s Korea visit: Optimism

vs Pessimism over FDI to India
By Dr. Sojin Shin*

ggggg India craves the cutting-edge technology from South Korea and South
Korea needs the Indian market for its business group.

ggggg POSCO lession : political commitment and efficient bureaucracy are
necessary to make investments viable.

Investment
/Projects

The Government of South Korea also sees that

Mr Modi’s visit to South Korea contributed to the

development of political, economic, and cultural

dimensions. It pointed to the two countries’ efforts

to enhance the defence sector for the security of

Asia Pacific region; trade and investments in the

area of new frontier such as manufacturing, infra-

structure, energy, shipbuilding, and health; cultural

exchange and cooperation. Despite such optimism

about India-South Korea’s economic relationship,

there is a group of pessimistic investors that are

not simply excited about the Modi government’s

promise. They are those who have learnt an im-

portant lesson on the ground in India. Pohang Steel

Company (POSCO), the world’s fourth largest

steel producer from South Korea, is one of them.

POSCO signed an MOU with the Government of

Odisha in India in June 2005 for its foreign direct

investment project. The project was proposed to

establish an integrated 12 million ton-per-annum

steel plant at Paradip in Jagatsinghpur district of

Odisha with an investment of US$12 billion. When

POSCO-India, the local subsidiary of POSCO in

India, was incorporated in August of the same year,

not only the South Korean investors but also po-

litical leaders, both at the central government and

the Odisha government, were excited about the

expectations of project.

However, POSCO soon encountered the so-

cial opposition organized by the left-wing extrem-

ists and local people in the process of acquiring

lands for its steel manufacturing factory. The pro-

test group deployed agitation against the POSCO
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project while the state government of Odisha at-

tempted to acquire lands from local citizens near

the Paradip port. Even though the substantial part

of required lands was public land, many local

people in the area were depending on the public

land to cultivate betel vine as the primary source

of their income. Despite POSCO’s offer of com-

pensation package for the local people in return

for the lands, the agitation became more severe.

The real problem of the challenge for POSCO, in

fact, was the state government. The local govern-

ment was not proactive in dealing with both local

government-related policies to push forward the

project. In addition, it made less commitment to

pacifying the social opposition. POSCO expected

the state of Odisha to provide substantial support

and institutional incentives such as tax cuts for se-

curing natural resources within the state. However,

POSCO heard the news on the progress of the

required licenses only in 2014, which was nine

years after the first Memorandum of Understand-

ing (MOU). It has managed to resolve the land

acquisition problem through substantial struggles

and enormous economic spending so far. Never-

theless, the issue of mining leases has still remained

unclear. The lesson that the POSCO case has pro-

vided to investors from South Korea and

policymakers in India is clear: political commitment

and efficient bureaucracy are necessary to make

investments viable. It is something that the Prime

Minister of India can never provide alone. Mr

Modi should remember that there have been many

summit meetings for the past ten years from the

two countries in order to pursue the POSCO

project in Odisha, which hardly made any sub-

stantive progress. Strong support from the state

government is a prerequisite for attracting foreign

investments. It is time for Modi to build his team-

work with other political leaders at the state level

to make his ideas and leadership for “Make in In-

dia” transferable. ggggg

*Dr. Shin is Visiting Research Fellow in the

Institute of South Asian Studies at the National

University of Singapore. Her research focuses

on India’s political economy.
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The sheaf of trade-and investment-
agreements that India and
Bangladesh have now signed will
open up opportunities for New Delhi to
look at, and beyond, its near-East
neighbour – towards the eastern arc
of Asia, writes Dr. Deeparghya

Mukherjee*.

Bangladesh and India together accounted for 85

per cent of South Asia’s Gross Domestic Product

(GDP) in 2013, with India alone accounting for

about 79 per cent. Since 1971 when Bangladesh

was formed as a sovereign nation-state, a handful

of initiatives have been taken to improve the trade

and investment linkages between the two countries.

However, disagreements on a host of issues – the

Teesta water-sharing, the stalemate on the Land

Boundary Agreement (LBA) until recently, and

issues concerning cross-border terrorism – have

often proved to be impediments to maximal

economic benefits through mutual engagement.

Bangladesh is still listed by the World Bank as

a low-income country, while India is a lower/

middle-income country in this classification.

Bangladesh aspires to become a middle-income

India-Bangladesh: New Trade
Links

E c o n o m y /
Investment

country by 2021. Even as India has been trying to

overcome poverty through multiple schemes,

Bangladesh’s Grameen Bank (a micro-finance

institution) has been held out as an example which

other countries might want to follow for poverty-

alleviation purposes.

On the other hand, Bangladesh has been

struggling with its energy situation, and in the recent

past India agreed to supply 100-MW electricity

to Bangladesh from Tripura as well as 250-MW

from West Bengal.

There are multiple aspects in which Bangladesh

and India could be credible economic partners on

matters of trade and investment. Currently, India

enjoys a trade surplus with Bangladesh, and the

bilateral trade amounts to about US$6.5 billion.

While India was originally a principal trading

partner of Bangladesh, China has overtaken India

since 2004. Easier access to Chinese markets, and

non-tariff barriers from the Indian side, are said to

be responsible for this. ggggg

(Read full text @www.fii-news.com)

*Dr. Deeparghya Mukherjee is a Visiting Research

Fellow at the Institute of South Asian Studies.

ggggg Through the “Make in India” initiative, as well as New Delhi’s long-
standing “Look East” policy, it can be seen that a robust trade- and
investment-relationship with Bangladesh will be critical not only in itself
but also for India’s links with the Southeast Asian countries.

ggggg The opening-up of borders for easier transit of goods and services
through Bangladesh would bring down the transport costs of Indian
products targeted to Southeast Asian countries.

ggggg Two countries have reached an agreement on India setting up two
Special Economic Zones (SEZs) in Bangladesh.

ggggg The prospective investments by Reliance Power and the Adani Group
to set up power plants (total investments worth US$5 billion
approximately) could be instrumental in solving Bangladesh’s problem
of power-deficit in a significant way.

ggggg Kolkata-Dhaka-Agartala bus service and the Dhaka-Shillong-Guwahati
bus service would create greater synergies through easier transit
between India and Bangladesh, and further facilitate trade.

ggggg The Life Insurance Corporation (LIC) of India has been allowed to start
operations in Bangladesh.
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Mr Modi has been travelling to the furtherance of

his foreign policy goals. Some, such as those to

the United States, China and Japan have been per-

ceived by analysts to be more successful. Others,

like those to Mongolia, Fiji and Mauritius, less so

– arguably at least. No matter, for such an out-

come was to be expected in terms of logic.

Many of Mr Modi’s foreign sojourns have been

targeted at the expatriate non-resident Indians

(NRIs) and foreign nationals of Indian origin. Their

numbers and clout are growing. They cannot as

yet vote in India. But they have money, and no

politician can afford to discount its value in elec-

toral politics. Neither does Mr Modi.

The massive endorsement, bordering on adu-

lation, he receives from the crowds seems to but-

tress his sense of satisfaction. Indians abroad some-

times suffer from perceptions, rightly or wrongly,

Bangladesh visit: Modi ‘Acts’
Near East

Economy /
Investment

of marginalisation in their host communities. Mr

Modi’s international stature, representing an India

on the rise, has been an awesome morale-booster.

His aim in choosing Dhaka in Bangladesh as

his nineteenth foreign destination was different. It

was at the core of his South Asian policy.

Currying favours with NRIs formed no part of

it. The purpose was to try and win the hearts and

minds of a people and government, with whom India’s

relationship has been legendarily fraught with bit-

ter-sweet complexities. Its path has been marked

by petulance and pitfalls. This is why Mr Modi

took his time to go. Much homework had to be

done both at home, and also with Bangladesh. ggggg

*Dr. Chowdhury is Principal Research Fel-

low at the Institute of South Asian Studies

(ISAS). He was formerly Foreign Advisor (For-

eign Minister) of Bangladesh.

Destination Dhaka-I Modi ‘Acts’ Near-East, and Hasina responds The display
of political bonhomie, evident during the  two-day visit on June 6, 2015, to
Dhaka by India’s Prime Minister Narendra Modi, and a sense of finality over
the Indo-Bangladesh Land Boundary Agreement, have injected a new
dynamic in the interactions between these two South Asian countries.
However, other crucial issues, in particular, the sharing of river waters,
remain to be solved. These will require the continuation of the good
neighbourly spirit, writes Dr. Iftekhar Ahmed Chowdhury*.

Read more in this story :
(Full text available at www.fii-news.com)

Nuances of Bangladeshi IdentityNuances of Bangladeshi IdentityNuances of Bangladeshi IdentityNuances of Bangladeshi IdentityNuances of Bangladeshi Identity
Broadly speaking, there are two constituent elements in the Bangladeshi national
identity: ‘Bengaliness’ and ‘Muslimness’. The Awami League, headed by the cur-
rent Prime Minister Sheikh Hasina, with its secularist tendencies, represents the
former; the Bangladesh Nationalist Party (BNP), led by former Prime Minister
Khaleda Zia, with its right-of-centre predilections, the latter.

The Teesta and Trade IssuesThe Teesta and Trade IssuesThe Teesta and Trade IssuesThe Teesta and Trade IssuesThe Teesta and Trade Issues
Ms Banerjee’s latest trip to Dhaka was partly to mollify Ms Hasina by reiterating
assurances about the sharing of the Teesta waters, though no substantive progress
was made on the issue during Mr Modi’s talks with Ms Hasina on this occasion.
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The Southeast Asian region in general and

Singapore in particular are fervently working to
soon turn the “Make In India” plan into a reality

through concrete action. Some of the plans are al-

ready on the drawing board and will be imple-
mented in the next three years. Entrepreneurs in

the region have zeroed in on the Small and Me-

dium Enterprises, (SMEs) for collaboration and
manufacturing.

The target is to generate close to US$1 billion

of investments from SMEs in Southeast Asia into
India, which will serve the twin objectives of

“Make In India” and “Act East”. These plans for

economic regeneration also coincide with the
Golden Jubilee celebrations of the establishment

of diplomatic relations between India and

Singapore.
Singapore is already an important destination

for Indian businesses, trade, students and tourists and

now is the time to seize the moment and take the
relationship to the next higher level through mutual

cooperation and through a cross-investment culture.

“It is an opportune time for a quantum jump in
the bilateral economic relationship between India

and Singapore,” India’s High Commissioner to

Singapore, Vijay Thakur Singh, said. She was in-
augurating the “Make In India” Global Business

Summit 2015 in Singapore.

The conference, organized by the Singapore-
based Prospur Events was attended by almost 200

businessmen including an Indian delegation led by

the National Small Industries Corp, (NSIC) Man-
aging Director Ravindra Nath. The Indian

government’s “Make In India” initiative is designed

to expand the country’s manufacturing base through
25 sectors, Singh said.

NSIC is looking at areas of mutual coopera-

Indians woo South East
Asian SME investments

Projects /
Investment

tion to expand India’s industrial presence in South

East Asia countries such as Vietnam, Malaysia and
Singapore, Nath added. “We are exploring areas

of mutual cooperation whereby Indian and South-

east Asian enterprises can set up and build upon
economic partnerships,” said Nath, who made a

presentation on micro, small and medium enter-

prises (MSMEs) at the summit.
Fourteen MSMEs from India attended the sum-

mit and held one-on-one parleys for business ven-

tures with their counterparts from the South East
Asian countries.” India can be the new manufac-

turing location for Singapore companies as they

internationalize for economies of scale and try to
access new markets and customers,” High Com-

missioner Singh added.

In recent years, India’s SME sector has gener-
ated an annual growth of 10 per cent and

Singapore’s businesswomen and businessmen will

find this sector more than eager and innovative to
develop economic partnerships, she added. Tre-

mendous innovation is happening in India’s SME

enterprises, Singh pointed out.
“This new wave of SMEs would therefore be

creating an ecosystem that would gear for delivery

of right products, right quality, the right solutions
and the right service at competitive prices for both

domestic and international markets,” Singh said.

“This marks the beginning of our program to en-
courage “Make In India”, which includes tie-ups

and joint ventures between Indian and South East

Asian enterprises,” Prospur Events’ managing di-
rector Pradeep Maithani elaborated.

“The target is to have Southeast Asian SMEs

join hands with Indian enterprises, translating into
a combined investment of US$1 billion by Decem-

ber 2017,” he said. ggggg

Read more in this story :
(Full text available at www.fii-news.com)

NSIC to “Act East” & connect small enterprisesNSIC to “Act East” & connect small enterprisesNSIC to “Act East” & connect small enterprisesNSIC to “Act East” & connect small enterprisesNSIC to “Act East” & connect small enterprises

NSIC, a Government of India Enterprise under the MSME ministry, has been work-
ing to fulfill its mission of promoting, aiding and fostering the growth of small in-
dustries in the country.
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The UK-based Airborne Systems Ltd is waiting

for a positive response from the Indian navy to

consider a joint venture option in India to manu-

facture launching tube and firing system for its anti-

missile Naval Decoy Systems for the global mar-

ket.” India is one of the priority markets and we

are looking to develop the two items for the naval

decoy systems,” Peter Barret, Business Develop-

ment Manager at Airborne Systems, said.

“We will actively look for a JV partner once

the Indian Navy has responded positively to the

initial ‘Request for Information’ response submit-

ted by AS a few months ago. Only then will a JV

partner search begin,” he stressed.

“The options would include a joint venture part-

“Make in India” – Airborne Sys-
tems Ltd seeks navy response for
partnership

Investment/
Technology

nership with a group from the Indian private sec-

tor with knowledge of defence mechanisms,” Barret

told fii-news.com at the International Maritime

Defence Exhibition (IMDEX Asia 2015), held in

Singapore 19-21 May, 2015.

Barret hopes the joint venture would become a

part of Prime Minister Narendra Modi’s “Make in

India” campaign.

Softkill, the main component of the decoy, is

only manufactured in the United Kingdom under

strict confidential manufacturing process.

The decoy system can be used in seduction,

distraction, confusion and signature management

role, and is particularly suited to littoral operations,

explained Barret. ggggg

fii-news.com
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Dublin-based Research and Markets says the In-

dian food industry is growing at a CAGR of 5.1

per cent and is expected to reach US$300 billion

this year, despite suffering from various challenges

such as inadequate infrastructure, unreliable power

supply and lack of trained manpower.

Food processing industry forms close to 43 per

cent of the total food industry and the share is ex-

pected to grow to 50 per cent by 2015, it said in a

report “Analyzing the Frozen Food Market in In-

dia 20153.

The sector is undergoing various changes in

terms of the manufacturer’s capability and the

consumer’s perception. While earlier frozen veg-

etables used to be the most popular items of sale,

Indian food industry

reaches US$300 bn

Economy

now items such as sausages, kebabs, pork and

seafood are gaining popularity in the Indian market.

The domestic per capita frozen food consump-

tion in India is still very low, and with the accep-

tance of frozen food fast increasing, the sector has

a lot of growth potential. Since the category is still

nascent in India, it is essential to create awareness

through in-store promotions and advertisements,

according to the report.

Cross category promotions and wet sampling

at stores have been found to be the most effective

methods of promotion for launching new products

as well as boosting sales of existing products, it

said. ggggg

fii-news.com
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TA Associates, a leading global growth private

equity firm, and Argan (Mauritius), a company

controlled by Indium V, have signed a definitive

agreement to invest approximately US$500 mil-

lion to acquire shares of Atria Convergence Tech-

nologies Pvt Ltd (ACT), a leading provider of high-

speed broadband services in India.

As part of this transaction, the incumbent share-

holders of ACT, including India Value Fund III

(sole trustee of IVF Trustee Company Private Lim-

ited), the current majority shareholder of ACT, will

be divesting a significant portion of their

shareholdings. India Value Fund Advisors (IVFA),

one of India’s leading private equity firms, is an

Atria Convergence winsAtria Convergence winsAtria Convergence winsAtria Convergence winsAtria Convergence wins

US$500 m investmentUS$500 m investmentUS$500 m investmentUS$500 m investmentUS$500 m investment

Investment

advisor to Indium V and a manager of India Value

Fund III. ACT and its group companies serve more

than one million retail customers, offering wired

broadband and cable TV services in South India,

across Telangana, Karnataka, Andhra Pradesh and

Tamil Nadu. Utilizing the latest in optical fiber tech-

nology and a company-owned last-mile network,

ACT provides high-speed connectivity in India.

ACT is headquartered in Bangalore, India.

According to the Telecom Regulatory Authority of

India (TRAI), of India’s 250 million households,

only approximately 15 million, or six percent, have

a wired broadband connection. ggggg

Read full story @ www.fii-news.com
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India’s impressive growth record over the last two

decades stands on a peculiar set of facts: less than

three per cent of the population files for income

tax, compared to 45 per cent in the United States;

after years of effort the indirect tax (sales tax and

duties on everyday transactions, for instance) col-

lection is under five per cent of output while India’s

fiscal revenues at 20 per cent of output are well

below of other emerging market economies at 30

per cent, according to a report by Deutsche Bank.

This peculiarity needs to be understood in the

context of India’s exceptionally large informal

economy, operating outside the lens of formal ob-

servation, oversight, or analysis. Numerous busi-

nesses are unincorporated, transactions involving

huge quantities proceeds daily on a cash basis, most

people and businesses do not file for taxes, mak-

ing a sizeable chunk of the economy unregulated

and unsupervised. The presence of a large infor-

mal sector leads to a number of incongruities: the

India’s informal sector :
unregulated, under-reported,
thriving

ggggg India’s statistics commission suggests that half the gross national prod-
uct is accounted for by the informal economy. Meanwhile, nine of out
every ten workers in the country are engaged in informal sector.

ggggg Virtually, no one working in the informal sector has a job contract, less
than one-quarter have leave provisions and 70 per cent of such work-
ers receive no social security benefits either.

Economy

government finds it had to widen the tax net, end-

ing up overburdening the formal sector; employ-

ees in the informal sector receive no protection or

benefits (insurance, leave, and pension, for in-

stance) under the law, and perhaps most madden-

ing for the analyst community, it leaves consider-

able uncertainty about the size and performance

of the actual economy.

India’s statistics commission suggests that half

the gross national product is accounted for by the

informal economy. Meanwhile, nine of out every

ten workers in the country are engaged in informal

sector.

Virtually, no one working in the informal sector

has a job contract, less than one-quarter have leave

provisions and 70 per cent of such workers re-

ceive no social security benefits either.

Source: Konzept, May 2015, is a publica-

tion of Deutsche Bank.

ggggg

Read more in this story :
(Full text available at www.fii-news.com)

Performance and wealthPerformance and wealthPerformance and wealthPerformance and wealthPerformance and wealth

Companies that specialize in selling to the rural sector report strong rises in in-
come and purchasing power in rural India, which suggest a burgeoning informal
economy. Improvement in roads, greater access to electricity and running wa-
ter, and a remarkably sharp rise in access to mobile telephones have allowed in-
formal sector workers to engage in higher value added activities in recent decades.

Informal sector activities will remain a key characteristic of the Indian economy
for decades to come, but there is a good chance that more and more individuals
and businesses will the formal sector, lifting the economy’s revenue and growth
generating potential.



July - August 2015Issue 4 www.fii-news.com

www.fii-news.comPage 14

India has risen five positions to rank 15th in the

2015 Global Retail Development Index, says Lon-

don-headquartered consultancy A.T. Kearney.

The retail market is expected to grow to

US$1.3 trillion by 2020, from US$925 billion in

2014. The retail market has grown at a com-

pounded annual growth rate of 5.8 per cent. The

future retail market growth will be boosted by the

eight per cent per annum growth in the Gross Do-

mestic Product (GDP) over the next three years

and the increase in spending by a population of

1.25 billion, making India the world’s fastest-grow-

ing major developing market.

Consumer and investor sentiment have seen an

uptick, as the pro-reform government under Prime

Minister Narendra Modi sets out on an ambitious

goal of improving its Ease of Doing Business rank-

ing from 142nd to 50th in the next two years.

India represents a good opportunity for

international retailers in single-brand retail,

cash-and-carry, and e-commerce, as the country

appears to be on the cusp of a strong growth phase

over the next five years.

The tipping point for brick-and-mortar retail

continues to be the opening up of FDI norms in

multi-brand retail, a move that is not expected in

the near-term.

For now, international retailers continue to fo-

cus on the cash-and-carry and single-brand for-

mats, where 100 percent FDI is allowed. After

two years of dormancy, Walmart will open a new

outlet  in Agra in 2015 and plans to add 50 whole-

sale stores to its existing 20 in the next five years.

Germany’s Metro will triple the number of whole-

sale stores to 50 by 2020.

Many single-brand retailers such as Japan-

India to be the world’s fastest
growing retail market

Economy /
Investment

based Asics, Danish retailer Bestseller, and French

fashion brand Sisley are breaking away from fran-

chisee tie-ups with Indian partners to go solo. Nike,

which has about 400 franchise locations in India,

filed an application in September to open com-

pany-owned stores.

Global Retail Expansion: An Unstoppable

Force

Meanwhile many new entrants remain undecided

between partnerships with local companies versus

company-owned stores. IKEA, which also sources

locally, plans to open its first solo store in

Hyderabad. H&M will also enter India alone with

plans to open an initial 50 shops. In contrast, Gap

and The Children’s Place have chosen to partner

with Arvind Lifestyle Brands. As retailers continue

to expand, real estate availability could be the big-

gest barrier. India has four times the population of

the United States but just one-tenth of the mall

space. Many malls are also of poor design and lag

behind global standards. The dearth of quality space

in core areas is prompting some retailers to look

online instead. E-commerce recorded impressive

27 percent growth in 2014 to reach $3.8 billion,

led by online retailers such as Amazon, Flipkart,

and Snapdeal. However, this market still has a long

way to go as online remains just 0.5 percent of the

total retail market, Internet penetration is just 20

percent of the population, and infrastructure needs

to improve significantly. Indeed, the Associated

Chambers of Commerce and Industry of India

estimates that companies will spend between  $1

billion and $2 billion on e-commerce-related in-

frastructure over the next five years. ggggg

fii-news.com

ggggg India has risen five positions to rank 15th in the 2015 Global Retail
Development Index.

ggggg Many single-brand retailers are breaking away from franchisee tie-ups
with Indian partners to go solo.
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India-focused free call app, nanu, has won the Gold

Award in the Advertising and Marketing category

at the Asia Smartphone Apps Contest in Hong

Kong. One of India’s fastest growing free mobile

call apps, nanu, has developed proprietary tech-

nology that allows it to overlay voice adverts over

the ringtone when a user calls another phone using

the app. This offers advertisers a unique opportu-

nity for one-to-one targeted campaigns based on

users’ demographics. The adverts are non-intru-

sive as they end as soon as the receiver picks up

the call.” A phone is as close as you can get to the

consumers’ ears. They are likely to pay more at-

tention to an ad being played over the ring tone as

Free call nanu wins Smartphone
Apps award

Technology

they wait for their call to be answered, compared

to other traditional intrusive mediums,” said Mar-

tin Nygate, CEO of Singapore-based Gentay

Communications, the firm behind nanu.

”This is a major breakthrough in mobile advertis-

ing. This award is a recognition of our achieve-

ments on this front,” he added. The ability to over-

lay adverts helps nanu to bring down the cost of its

calls. The ability to operate on 2G networks has

already helped nanu win over customers in emerging

markets like India. Mr. C Y Leung, Chief

Executive of Hong Kong, presented the award to

Martin Nygate on June 18, 2015. ggggg

fii-news.com

Free-call app, nanu will be embedded in

smartphones to be launched by Intex, one of India’s

leading smartphone maker.

It can be used on any network, including 2G,

allowing calls from locations where other apps do

not work, said Martin Nygate, chief executive of-

ficer of Gentay Communications Pvt Ltd, which

produced nanu.

“But having nanu embedded in Intex

smartphones means millions of people in rural and

developing areas will have access to free calls,”

Nygate added.

Intex said preloading the free call app working

Intex to embed free-call nanu
in smartphones

Technology

in 2G environment will provide significant added

value to its customers.

“Smartphones have become an increasingly

competitive sector, especially in India where cost

performance is vital. You need to provide custom-

ers with something more than just a gadget. We

believe that embedding nanu, which allows users

to make calls as soon as they insert a SIM card,

will not only prove to be a big attraction but will

also revolutionize the market,” said Sanjay Kumar

Kalirona, Business Head, Mobiles, Intex Technolo-

gies (India) Ltd. ggggg

Read full story at www.fii-news.com
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Singapore-headquartered Acronis is appointing

agents in Delhi, Mumbai and Chennai to market

products including the cloud backup solutions in

India.

“India is a big market for us. Opportunities

abound for service providers, including backup,

secure file access and sharing and disaster recov-

ery solutions,” said Serguei Beloussov, chief ex-

ecutive officer Acronis, the global leader in new

generation data protection.

Acronis’s latest cloud backup solutions have

been available in India since May 2015.

Acronis  is looking for industry-based agents

Acronis appointing service
agents in India

Technology

with high-capacity data centres each in the three

Indian cities, complementing its 14 centres located

globally. Beloussov described data back up de-

mand as huge, pointing out the need to protect his-

tory of Sanskrit and Aryuveda eras.

He said the agents would have to be complete

service providers for Acronis Backup Cloud which

enables service providers to sell, manage and de-

liver high value data protection capabilities that

create new revenue streams without a large upfront

investment, he explained.

Acronis has provided reliable cloud backup

since 2010. ggggg

fii-news.com
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India’s 2G network is good enough for mobile fi-

nancial services (MFS) in the midst of challenging

3G and 4G environment, says a senior official at

the US-based IT service provider, Amdocs.

“The MFS application doesn’t need high band-

width, fast speed and big capacity. The 2G in In-

dia is good enough for these data transferring ser-

vices,” said Uri Gurevitz, director of marketing,

Market Insight & Strategy at Amdocs (Israel) Ltd.

Though India is in various phases of 3G and

4G network, the IT community acknowledges in-

frastructure challenges. Noting these, Gurevitz

pointed out that some of the innovative services

can work on 2G network.

Meanwhile, more and more Indians are ex-

pected to use MFS in banking activities as they

India’s 2G good for
MFS, says Amdocs

Technology

become aware on the ease of working online.

An Amdocs survey concluded that 24 per cent

of the Indians will use MFS for paying for educa-

tion, medical treatment and utility bills and 28 per

cent for loans, savings and insurance over the next

12 months.

But the survey found a high 53 per cent of Indi-

ans concerned about security in dealing the MFS.

Conducted by analyst and consultancy firm

Ovum for Amdocs, the survey found 48 per cent

were positive on MFS on “the ease of use” and

46 per cent on “the ability to use the service any-

where” in the country.

But it also discovered that 24 per cent of the

Indians with bank accounts were not aware of

the MFS. ggggg
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A Mumbai family-based enterprise is offering

home-cooked food packaged in dehydrated forms

to globe-trotting Indian professionals, students

studying overseas and non-resident Indian (NRIs)

families, writes Rohan Roongta. The mother-and-

daughter enterprise, Moving Meals India – Heat 2

Eat – also sees strong demand from Indian diaspora

estimated over 30 million, especially for home

cooked delicacies during festivals.

“We have orders coming from globe-trotting

Indian professionals, students in the Western uni-

versities and NRIs, who crave for home-cooked

Indian vegetarian meals in faraway places,” Pankti

Chheda, co-founder of the Moving Meals India,

told fii-news.com.

She cited examples of Indians travelling across

the African continent where vegetarian food is not

Moving Meals to serve Indian
diaspora

Exports

easily available.

Her mother, Rita Chheda has built the business

from a simple idea of meeting Pankti’s food re-

quirements when she was studying at an interna-

tional university in the West several years ago.

Today, it is a full-fledged business, incorporated in

2012 and led by the mother-daughter team.

Moving Meals India offers a range of 33 prod-

ucts from vegetarian snacks, meals and desserts.

Rita Chheda elaborated “the products are

home-cooked in absolute hygienic conditions, de-

hydrated in a mechanized process and dry packed

hygienically. Each package is for one to two serv-

ings to ensure the goodness of flavor and taste.

“These products are preservative free, colour

free and maintain nutritional value for a healthy

meal,” Rita Chheda assured. ggggg

More on www.fii-news.com

Amazon Web Services, Inc. (AWS) will open an

AWS infrastructure region in India for its cloud

computing platform in 2016.” Tens of thousands

of customers in India are using AWS from one of

AWS’s eleven global infrastructure regions outside

of India. Several of these customers, along with

many prospective new customers, have asked us

to locate infrastructure in India so they can enjoy

even lower latency to their end users in India and

satisfy any data sovereignty requirements they may

have,” said Andy Jassy, Senior Vice President,

AWS.” We’re excited to share that Indian cus-

tomers will be able to use the world’s leading cloud

computing platform (AWS) in India in 2016 – and

Amazon to expand in India 2016

we believe India will be one of AWS’s largest re-

gions over the long term.” Customers in India such

as Hike, PayTM, ZEDO, Freshdesk, Inmobi,

Capillary Technologies, HackerEarth, Getit, Ferns

N Petals, redBus, Druva, Vserv, Hungama, Tata

Motors, Jubilant Food Works, STAR India, Fu-

ture Group, Manipal Global Education, Classle,

NDTV, Dalmia Bharat Sugar, Usha International,

Macmillan India, Apeejay Stya and Svran Group

are already using AWS to drive cost savings, ac-

celerate innovation, speed time-to-market, and

expand geographic reach in minutes.

ggggg

More on www.fii-news.com

Technology
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CricHQ Ltd has secured up to US$10 million fund-

ing from Singapore-based private equity firm

Tembusu Partners Pte Ltd to enhance its cricket

digital platform and grow its global operations.

The Wellington-headuqartered CricHQ is set

to revolutionize cricket globally covering three bil-

lion fans, 320 million online fans and 26 million

cricketers that plays 10 million matches per an-

num.

Speaking to reporters after securing the fund-

ing, CricHQ chief executive Simon Baker said the

global expansion will start with India, which ac-

counts for 50 per cent of cricket’s 3250 million

online fans.

“If not the home, India is the heart of cricket,”

he said, announcing new appointments will be made

in the coming weeks to expand CricHQ expan-

sion India, United Kingdom, South Africa and

Pakistan.

In India, CricHQ will also expand its devel-

opment, sales and marketing capabilities, showing

further commitment to cricket’s biggest market.

Manpower at CricHQ’s Cochin office will be

CricHQ secures equity fund to
expand cricket digital platform
globally

ggggg CricHQ aims to accomplish its mission of ‘Making Cricket Better’ for
cricket stakeholders through its digital platform which combines an
integrated competition management, live scoring and Customer Rela-
tionship Management to solve the problem of data loss,”

ggggg In India, CricHQ will also expand its development, sales and market-
ing capabilities, showing further commitment to cricket’s biggest mar-
ket. Manpower at CricHQ’s Cochin office will be doubled to 80 in the
coming year and gradually expanded to cover other parts of India.

ggggg 41 of 106 national governing bodies for cricket have partnered with
CricHQ to improve administration of the game in their jurisdictions from
club level upwards.
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doubled to 80 in the coming year and gradually

expanded to cover other parts of India.

He pointed out that 41 of 106 national gov-

erning bodies for cricket have partnered with

CricHQ to improve administration of the game in

their jurisdictions from club level upwards. These

include a partnership with the Kerala Cricket As-

sociation. Cricket administration previously con-

sisted of paper-based, time-intensive methods of

data collection.” CricHQ aims to accomplish its

mission of ‘Making Cricket Better’ for cricket

stakeholders through its digital platform which

combines an integrated competition management,

live scoring and Customer Relationship Manage-

ment to solve the problem of data loss,” he said.

Its crowd-sourced and independently-vali-

dated data collection process allows fans to re-

ceive the benefit of the biggest and broadest range

of cricket in the world thanks to CricHQ, unlock-

ing the value of cricket that was previously unac-

cessible.

ggggg

Read full text at www.fii-news.com
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If there is an urgent need for foreign investment in

any sector, it is health care. India’s population has

increased three to four times since independence

from the British and local health care system is burst-

ing at the seams. Of course, both in India and other

countries across the world progress has been made

in medical science but its overall impact has been

mixed.

First the good news. Statistics of the World

Health organization show that 289,000 women

died worldwide from complications of pregnancy

in 2013 compared with 523,000, around 25 years

ago. This is a healthy 50 per cent drop, which is

the good news. However, the bad news is that 800

women a day or 33 per hour are still dying globally

from complications in pregnancy and child birth.

The tragic part of the story is that most of these

fatalities are preventable. Skilled care before, dur-

ing and after childbirth can save the lives of mother

Maternal mortality and heartMaternal mortality and heartMaternal mortality and heartMaternal mortality and heartMaternal mortality and heart
disease in pregnant womendisease in pregnant womendisease in pregnant womendisease in pregnant womendisease in pregnant women

By Dr. V P Nair*

ggggg 800 women a day or 33 per hour are still dying globally from
complications in pregnancy and childbirth.

ggggg Almost 99 per cent of these maternal deaths occur in developing countries.

Health /
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and new born babies. Almost 99 per cent of these

maternal deaths occur in developing countries, in-

dicating that this group needs to do more about

healthcare. Further, one needs to note that mater-

nal mortality is higher in women living in rural areas

and poor communities. Another point to be noted

is that adolescents have higher risk of complica-

tions and death from pregnancy than older women.

This gives us an idea about our target population

when it comes to tackling maternal mortality. This

is a matter that requires immediate attention. Glo-

bal success stories are not made from economic

reforms alone. Social reforms are needed urgently

to prevent teenage marriages and pregnancies.ggggg

*Dr. V P Nair is Consultant Interventional

Cardiologist at the Nair Cardiac Medical Spe-

cialist Centre, Mount Elizabeth Hospital

Singapore. He is also advisor to Foreign Inves-

tors on India.

Read more in this story :
(Full text available at www.fii-news.com)

Maternal Mortality RateMaternal Mortality RateMaternal Mortality RateMaternal Mortality RateMaternal Mortality Rate
Maternal mortality rate, or MMR is the annual number of female deaths per 100,000 live
births. Among many causes of maternal mortality, heart disease is one of the most impor-

tant.

Physiology of PregnancyPhysiology of PregnancyPhysiology of PregnancyPhysiology of PregnancyPhysiology of Pregnancy
Physiological changes during pregnancy are the adaptations that a woman undergoes to

accommodate the foetus.

Why do some pregnant women die?Why do some pregnant women die?Why do some pregnant women die?Why do some pregnant women die?Why do some pregnant women die?
Many women die due to complications during and following pregnancy and childbirth.

Most of these complications develop during pregnancy.

Changes in body and heart during pregnancyChanges in body and heart during pregnancyChanges in body and heart during pregnancyChanges in body and heart during pregnancyChanges in body and heart during pregnancy
During pregnancy, cardiac output or output of blood from the heart increases about 30

per cent to 40 per cent and blood volume increases by 20 per cent to 25 per cent.

Common heart conditions in pregnant womenCommon heart conditions in pregnant womenCommon heart conditions in pregnant womenCommon heart conditions in pregnant womenCommon heart conditions in pregnant women
Valvular Heart Disease  or Diseases of the heart valves, Coronary Heart Disease,
or CAD, Cardiomyopathy, Congenital Heart Disease, or CHD,  High Blood Pres-
sure.
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The sterilizers and surgical, dental care, and equip-

ment disinfectors in market India is expected to

achieve a value of US$218.45 million by 2020,

expanding at a CAGR of 8.2 per cent during the

period from 2014 to 2020. It was worth US$126

million in 2013.

The increasing prevalence of hospital acquired

infections (HAIs) in India is likely to fuel the growth

of this market, says a new research study pub-

lished by Transparency Market Research (TMR).

In addition, the rising number of hospitals and

accompanying enhancement in the medical and

healthcare infrastructure in India is projected to

trigger the demand for disinfectors and sterilizers,

according to the study “Sterilizers and Surgical,

Dental Care and Equipment Disinfectors Market”.

On the other hand, the changing trend among

Indian healthcare services
market projected to be
US$218.45 million in 2020
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patients and medical professionals favoring the us-

age of disposable medical devices and medical

negligence towards the measures applied for ster-

ilization are expected to hamper the market growth

to a great extent.

Major participants of the sterilizers and surgi-

cal, dental care and equipment disinfectors mar-

ket in India profiled in this study are 3M, Antrix

Hygiene Ltd, Raman & Weil Pvt Ltd, Reckitt

Benckiser Group plc, Ranbaxy Laboratories Ltd,

Sanosil Biotech Pvt Ltd, UPS Hygienes Pvt Ltd,

and Zep Superior Solutions.

TMR is a US-based market intelligence com-

pany driven by high-pedigree consultants and re-

searchers. ggggg

fii-news.com

An international conference on startup capitals is

being planned for in India in the fourth quarter of

this year, following on to one held in Singapore on

May 20.

The conference is in conjunction with recently

released book, “Startup Capitals”, authored by

Singapore-based Zafar Anjum.

Startup Capital conference
being planned for India

Investment /
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The book focuses on innovation/startup eco-

system of cities that are making a mark on the

world map, Zafar said.

Plans are to host the conference in New Delhi

and Bangalore; Zafar said he was working on the

dates. ggggg

fii-news.com
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Background

The recent aggressive stand taken by the revenue

authority is against the basic commitment made by

Prime Minister Narender Modi Government at the

time of coming into power in May, 2014. While,

the long-term impact of retroactive tax on inflows

into the country is “not yet clear”, imposing Mini-

mum Alternative Tax (MAT) on Foreign Institu-

tional Investors (now rechristened as Foreign Port-

folio Investors) has further compounded the pre-

vailing confusion.

Foreign Institutional Investors (FIIs) are enti-

ties established or incorporated outside India and

make proposals for investments in India. These

investment proposals by the FIIs are made on

behalf of sub accounts, which may include foreign

corporate, individuals, and funds etc. These FIIs,

governed and regulated by the Securities and Ex-

change Board of India – SEBI (Foreign

Institutional Investors) Regulations, 1995 [now

rechristened as SEBI (Foreign Portfolio Investors)

Regulations 2014], must hold a valid Certificate of

Registration as FIIs, from the Indian Market Regu-

lator, for the purpose of purchasing and selling In-

dian securities.

SEBI has placed a set of restrictions on FIIs in

terms of investment caps, registration, know-your-

client (KYC norms) and lock in periods and so

Special Report: MAT on
Capital Gains for Foreign
Institutional Investors

By Saurabh Kumar, Managing Partner of SK Attorneys.

ggggg There is no option left, except to wait and watch how the higher appel-
late courts in India, including the Supreme Court will take a view on
applicability of MAT on Foreign Companies, in general. However, that
would not be without huge litigation cost, in terms of time and money,
which FIIs will have to spend.

ggggg There are judicial precedents available to support the argument that
Section 115JB does not/cannot override provisions of Section 90(2) of
the Act. Meaning thereby, that where one claims exemption under tax
treaty, MAT will not apply.

Budget /
Investment

on. MAT was initially introduced for companies

showing book profits and declaring dividends to

their shareholders having no or insignificant tax-

able income under the Income Tax Act because of

the exemptions, deductions and incentives provided

thereon in the form of a liberal rate of deprecia-

tion, sector and region specific exemptions, de-

ductions etc. MAT is in consonance with a funda-

mental canon of taxation- all entities must be taxed

(on “Deemed Profit”) in proportion to their ability

to pay.  The current MAT regime under the (In-

dian) Income Tax Act is similar to the first such

regime-the US Alternate Minimum Tax (AMT).

As with the Indian law, the legislative intent for

introducing this kind of taxation was to ensure that

“no taxpayer with substantial economic income can

avoid significant tax liability by using exclusions,

deductions and credits”.

These companies are popularly known as “zero

tax” companies. In other words, MAT is a way of

making companies pay minimum amount of tax. It

is applicable to all companies except those engaged

in infrastructure and power sectors.

Section 115JB of the Income Tax Act, 1961

(the Act), which provides for levy of income tax

on “deemed profit” commonly known as MAT)

has been a vexed issue for large FIIs, investing
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their moneys in Indian market. After lot of

representations made to the new government, finally

the Budget of 2015 brought some cheers to the

investor community, as capital gains income of such

FIIs, are proposed to be exempted from MAT,

going forward.

Prima facie moving against the intent of the

Indian government, its revenue authorities issued

draft assessment notices to FIIs demanding tax on

the gains derived from India with retrospective

effect beginning the financial year 2007-08.

According to a reply in the Parliament, it is

estimated that the revenue authorities have issued

as many as 68 notices amounting to demand worth

INR 602 crore (approximately USD 100 million).

However, the current Finance Minister, Mr.

Arun Jaitley, reiterated that the tax demand on FIIs

is a legacy issue and since it is a view taken by a

judicial authority(1), which has already been

challenged before the Supreme Court of India

(Court of Final Instance). Authority for Advance

Rulings (AAR) held that MAT is applicable on

foreign companies too and this has opened

Pandora Box. Emboldened by such retrogressive

orders, domestic tax authorities started sending

show cause/demand notices left right and center,

to FIIs for paying MAT on capital gains. ggggg

The author can be reached: info@skattorneys.in.

Read more in this story :
(Full text available at www.fii-news.com)

Some of the arguments that may favor the FIIsSome of the arguments that may favor the FIIsSome of the arguments that may favor the FIIsSome of the arguments that may favor the FIIsSome of the arguments that may favor the FIIs
MAT is nothing but “Income Tax”, which is levied on deemed profit;
Levy of “Income tax” is modified / governed by the tax treatment agreed under
the bilateral tax treaties;

Section 90 of the Act, which allows the Indian Government to enter in such tax
treaties, for allowing relief from charging of Income tax. Sub-section (2) provides,
that where such bilateral tax treaties are entered into, then the entities (including
“foreign companies”), to whom such treaty applies, the provisions of the Act shall
apply to the extent they are more beneficial to such entities.
Legal Remedies availableLegal Remedies availableLegal Remedies availableLegal Remedies availableLegal Remedies available
The aggrieved taxpayer may approach the Commissioner Income Tax (Appeals)
under Section 246A of the Act or the Dispute Resolution Panel (DRP) as provided
under Section 144C of the Act if the taxpayer wants to raise objections against
the draft assessment Order.

SK Attorneys CommentsSK Attorneys CommentsSK Attorneys CommentsSK Attorneys CommentsSK Attorneys Comments
To avoid any such deterrence to foreign investors, it is imperative that the
government should bring in the certainty of taxation, avoidance of retrospectively
and provide an enabling environment to business and investment, both domestic
and foreign.

A new compilation of
essays by Gurdip
Singh and Sameer C
Mohindru has for the
first time brought to-
gether under a single
umbrella some of the
leading minds in the
world of academics
and business who
have followed the In-
dia story closely
through various trials
and tribulations for
decades.

Paperback and eBook versions are available at
http://www.indianeconomybook.com
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Tenders

India’s Tender callsIndia’s Tender callsIndia’s Tender callsIndia’s Tender callsIndia’s Tender calls

Indian Oil Corporation Limited
Tender reference: Supply of Cold/Low Temperature Protective Suits JRMM153034 2015_

JR_206 81_1

Tender opening : Aug 14, 2015.

NHDC Ltd
Comprehensive Annual Maintenance CAMC of computers and its peripherals at Indira Sagar

Power Station, Narmada Nagar, Distt. Khandwa M.P. NIT NO. 09/968/2015-16 /

2015_NHDC_14330_1

Tender opening  : Aug 13, 2015.

Coal India Limited
Construction of PCC Road at CMOW LKD Colony at CV Area, BCCL. BCCL/CED/TC/E-NIT-

16/2015-16/260 Dated 29.06.2015 / 2015_BCCL_15517_

Tender opening  : Aug 13, 2015.

Department of Fertilisers
Supply of Thermocouples. NFV/PUR/BIA150098/1505571E / 2015_MCF_14354_1

Tender opening  : Aug 12, 2015.

NHPC Limited
Repair, machining and stress relieving of underwater parts of 60MW Francis Turbine NH/BSPS/

CC/PH/13/15-16/108 Dated 14/07/2015 / 2015_NHPC_13938_1

Tender opening  :  11 Aug 2015.

Nuclear Power Corporation of India Ltd
Lovejoy flexible coupling CMM/TAPS1&2/ MMU/50947 / 7026  \

Tender opening  :  Aug 11, 2015.

Coal India Limited
Shifting of Cables, field switches and load break switches etc of HEMM with safety at Dhanpuri

OCM for a period of 365 days. SECL/SGP/E M/e-Tender/2015-16/04 / 2015_SECL_15947_1

Tender opening  :  Aug 11, 2015.

Coal India Limited
To assist the maintenance wing of Burhar Sub Area for the Works of repairs, maintenance, etc

related to the electrical installations SECL/SGP/E M/e-Tender/2015-16/03 / 2015_SECL_15934_1

Tender opening  :  Aug 11, 2015.

For more tenders and information: http://eprocure.gov.in/cppp/ fii-news.com
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