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Inflation probably
breached RBI target in
December: report

Press Trust Of India

BENGALURU: Rising vegeta-
ble prices probably pushed
retail inflation to its high-
est in more than five years
in December, exceeding
the Reserve Bank of India’s
medium-term target of 4
per cent for a third straight
month, a Reuters poll of
economists predicted.

The median forecast in
the Jan. 3-8 Reuters poll
of nearly 50 economists
predicted India’s annual
consumer inflation rose to
6.20 per cent in December
from November’s 5.54 per
cent.

Over 60 per cent of re-
spondents expected retail
inflation, due for release
on January 13, to breach
the upper band of the RBI's
buffer range of 2 per cent
to 6 per cent, with the
highest forecast for 7.01
per cent.

Last month, onion prices
- an important food in In-
dian households - soared
tenfold, contributing to
a surge in food inflation

that has picked up steadily
since March.

“The single biggest fac-
tor for this increase in
headline inflation is on-
ions. While there is some
sort of increase in other
food prices as well, we
don’'t see that to be ex-

tremely alarming,” said
Aastha Gudwani, India
economist at BofA Global
Research.

But core inflation, which
excludes volatile compo-
nents like food and energy,
has declining, highlighting
weak underlying demand.

Therefore, many econo-
mists do not expect the
rise in consumer price
inflation to prompt any
policy move by the central
bank at its next meeting, in
February.

“I don’t think a hike is
something the RBI would
be looking at right now,
because they also need
to see what is happening
to growth - that is a big
concern right now,” said
Sakshi Gupta, senior India
economist at HDFC Bank.

Global air freight
demand slips down 1.1 pc
in November: IATA

Agencies

GENEVA: The latest data for global air freight markets re-
leased by International Air Transport Association (IATA)
shows that demand measured in freight tonne kilome-
tres (FTKs) decreased by 1.1 per cent in November 2019
compared to the same period in 2018.

This marks the 13th consecutive month of year-on-year
declines in freight volumes.

Despite the decline in demand, November's perfor-
mance was the best in eight months with the slowest
year-on-year rate of contraction recorded since March
2019. In part, November's outcome reflects the growing
importance of large e-commerce events such as Singles
Day in Asia and Black Friday. While international e-com-
merce continues to grow, overall air cargo demand con-
tinues to face headwinds from the effects of the trade war
between the United States and China, the deterioration in
world trade and a broad-based slowing in global econom-
ic growth. "Demand for air cargo in November was down
1.1 per cent compared to the previous year," said IATA's Di-
rector General and CEO Alexandre de Juniac. "That's better
than the 3.5 per cent decline posted in October. But it is a
big disappointment considering that the fourth quarter is
usually air cargo's peak season. Looking forward, signs of
a thawing in US-China trade tensions are good news. But
trading conditions at present remain very challenging,” he
said. Freight capacity measured in available freight tonne
kilometres (AFTKs) rose by 2.9 per cent year-on-year in
November 2019. Capacity growth has now outstripped
demand growth for 19 consecutive months. Airlines in
Asia Pacific, Latin America and the Middle East suffered
sharp declines in year-on-year growth in total air freight
volumes in November 2019 while North American carri-
ers experienced a more moderate decline.
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WASHINGTON : India's growth
rate is projected to deceler-
ate to five per cent in 2019-
20 amid enduring financial
sector issues, according to
a World Bank report, which
said the country's GDP was
likely to recover to 5.8 per
cent in the following finan-
cial year.

India's GDP growth is seen
dipping to an 11-year low
of 5 per cent in the current
fiscal, mainly due to poor
showing by manufacturing
and construction sectors,
government data showed on
Tuesday.

"In India, where weakness
in credit from non-bank
financial companies is ex-
pected to linger, growth is
projected to slow to five per
cent in fiscal year 2019/20,
which ends March 31 and
recover to 5.8 per cent the
following fiscal year,” the
Bank said in its latest edition

of the Global Economic Pros-
pects on Wednesday.

It said tighter credit con-
ditions in the non-banking
sector are contributing to
a substantial weakening
of the domestic demand
in India. "In India, activity
was constrained by insuf-
ficient credit availability, as
well as by subdued private
consumption,” the report
stated.

The Bank said the regional
growth in South Asia is ex-
pected to pick up gradually,
to six per cent in 2022, on
the assumption of a mod-
est rebound in domestic de-
mand.

"Growth in India is pro-
jected to decelerate to five
per cent in FY(financial
year) 2019/20 amid endur-
ing financial sector issues,"
the WB report said.

It said key risks to the
outlook include a sharper-
than-expected slowdown in
major economies, a re-esca-

lation of regional geopoliti-
cal tensions, and a setback in
reforms to address impaired
balance sheets in the finan-
cial and corporate sectors.

In India, economic activity
slowed substantially in 2019,
with the deceleration most
pronounced in the manufac-
turing and agriculture sec-
tors, whereas government-
related services sub-sectors
received significant support
from public spending, the
Bank said.

GDP growth decelerated
to five per cent and 4.5 per
cent in the April-June and
July-September quarters of
2019, respectively, the low-
est readings since 2013, it
said. Sharp slowdowns in
household consumption and
investment onset, the rise
in government spending.
High-frequency data suggest
that activity continued to be
weak for the rest of 2019,
the Bank said.

The Bank, in the report,

praised India's efforts to
gradually eliminate subsi-
dies on LPG. In India, start-
ing in 2012, the government
reformed its subsidy regime
for liquified petroleum gas
(LPG).

LPG subsidies to house-
holds encouraged the for-
mation of black markets
where subsidised LPG dis-
tributed to households was
diverted to the commercial
sector.

The government gradually
increased the price of LPG
for households while imple-
menting a large-scale tar-
geted cash transfer mecha-
nism, it said.

"The programme success-
fully eliminated distortions
in the LPG market, with lim-
ited adverse consequences
for the poor, and the fiscal
savings obtained from the
reduction in subsidies fully
offset the costs of the tar-
geted cash transfer,” the re-
port stated.

India needs 6.3 pc labour productivity
growth to attain 8 pc hike in GDP: Ind-Ra

Press Trust Of India

NEW DELHI : India Ratings and Research
on Thursday said that the country will
have to increase its labour productivity
growth to 6.3 per cent to attain 8 per

cent economic growth.

The labour productivity growth in

FY19 was 5.2 per cent.

"India will have to raise its labour
productivity growth to 6.3 per cent to
achieve 8 per cent GDP growth. And
to attain nine per cent growth, labour
productivity growth will have to be
raised to 7.3 per cent,” India Ratings
and Research (Ind-Ra) said in a state-

ment.

This is 40.4 per cent higher than the
level attained in FY19, it said.

Given the growth slowdown, this
looks unlikely in the near term, but is
not an insurmountable task, according

to Ind-Ra.

"Such levels of labour productiv-
ity growth have been achieved in
the past..India's labour productivity
growth, like other nations, came under
pressure in the aftermath of the 2008
global financial crisis, especially dur-

it added.

ing FY11-FY15," it said.
However, it recovered thereafter and
grew at 5.8 per cent during FY16-FY19,

The challenge on the productiv-
ity front for India is two-fold, it said.
"First, how to raise the overall labour
productivity to a level that delivers the
required GDP growth rate, and second-
ly how to lift the labour productivity

in the lagging sectors so that growth is
more evenly balanced and sustainable
over the medium- to long-term."

Sectors such as manufacturing, elec-

tricity, gas, water supply, transport,
storage and communications "contrib-
uted significantly to the overall labour
productivity during FYO0-FY16".

The sectors that lagged are construc-
tion, agriculture and mining.

PM Modi calls for focussed
effort to make India USD 5
trillion economy

Press Trust Of India

NEW DELHI: Prime Minister |

Narendra Modi on Thurs-
day called for a focussed
effort to make India a USD
5 trillion economy in an in-
teraction with economists,
sector experts and success-
ful young entrepreneurs
ahead of the Union Budget
for 2020-21.

Appreciating the sugges-
tions made by the experts,
the Prime Minister said
that he would endeavour
to enhance the synergy be-
tween policy makers and
various stakeholders.

During a  two-hour
meeting at the Niti Aayog
as part of the pre-Budget
exercise, the experts made
hosts of suggestions for re-
viving economic growth,
which is estimated to slip
to 11-year low of 5 per cent
in 2019-20. "Prime Minis-
ter said that the idea of 5
Trillion Dollar Economy is
not a sudden development
and that it is based on a
deep understanding of the
strengths of the country,”
an official statement said.
He further said that the
strong absorbent capacity
of Indian economy shows
the strength of basic fun-
damentals of the country's
economy and its capacity
to bounce back.

Accodring to the state-
ment, the Prime Minister
said the sectors like tour-
ism, urban development,

infrastructure and Agri-
based industry have a great
potential to taking forward
the economy and for em-
ployment generation.

"The Prime Minister said
that this would also foster
a positive mood and 'can
do’ spirit in the society," it
said.

India is a land with un-
limited possibilities, he
said and stressed that all
stakeholders to do their bit
to bridge the gap between
reality and perception.

"We must all work to-
gether and start to think
like a nation,"” the Prime
Minister said.

According to sources,
the speakers urged the
government to focus on

credit expansion, ex-
ports  growth, gover-
nance of public sector
banks (PSBs), increas-

ing consumption and job
creation. As many as 40
experts and economists
attended the meeting.

Global stocks, oil prices
rebound as Iran anxiety eases

Agencies

BEIJING: Global  stock
markets and oil prices
rebounded Thursday as
anxiety over potential
US-Iranian conflict eased.
London and Frankfurt
opened higher and To-
kyo gained more than 2%.
Shanghai and Hong Kong
also advanced.

Markets sank Wednes-
day after Tehran launched
missiles at bases housing
Americans in Iraq in re-
taliation for the killing of
an Iranian general. Anxi-
ety subsided after reports
indicated no Americans
were killed and President
Donald Trump said Iran
appears to be standing
down.

The lack of casualties
gave the markets more
confidence that the Ira-
nians had instigated little
more than the intention
to make a public show of
force mainly to save face
at home," said Stephen
Innes of AxiTrader in a re-
port.

In early trading, Lon-
don's FTSE 100 gained
04% to 7,609.67 and
Frankfurt's DAX rose 1.5%

to 13,520.35. France's CAC
40 added 0.6% to 6,068.31.
On Wall Street, futures for
the benchmark S&P 500
and Dow Jones Industrial
Average were up nearly
0.4%. On Wednesday, the
S&P 500 rose 0.5% while
the Dow advanced 0.6%.
The Nasdaq composite
rose 0.7% to a record.

In Asia, Tokyo's Nikkei
225 powered ahead 2.3%
to 23,739.87 and Hong
Kong's Hang Seng rose
1.7% to 28,561.00. The
Shanghai Composite Index
added 0.9% to 3,094.88.
Seoul's Kospi rose 1.6%
to 2,186.45 and Sydney's
S&P-ASX 200 added 0.8%
to 6,874.20. India's Sensex
rose 1.4% to 41,409.69. Tai-
wan and Southeast Asian
markets also advanced
while New Zealand de-
clined.

Trump said he would
add economic sanctions
on Iran but the United
States is ready to embrace
peace with all who seek
it. Oil prices rebounded
Thursday after first surg-
ing on news of the Iranian
attack and then falling
back once tensions ap-
peared to be easing.
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Sensex zooms 635 pts;
Nifty reclaims 12,200
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Gold prices plummet Rs 766,
silver also tumbles Rs 1,148

Press Trust Of India
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Pharma were the only laggards, shedding up to 1.73 :
per cent. According to analysts, domestic investor
sentiment turned positive after US President Donald :

NEW DELHI : The Cabinet Committee on Parliamen-
tary Affairs has recommended holding the Budget
Session in two phases from January 31 to April 3,
with the Union Budget to be presented on February 1,
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European markets too started with significant gains. recommendation made by the Union Cabinet.
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