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In the first half of 2006, the total foreign

direct investment (FDI) inflow into India

was USD 7.5 billion. Of this, USD three

billion was in the realty sector alone.

(Source: The Economic Times, November

8, 2006.) This is despite the ceiling on FDI

in the sector. A relaxation of regulatory

controls should only further increase the

level of investments. In recognition of its

importance to economic growth, real

estate has been included into our sectoral

overviews, beginning this month. Analysts

predict FDI of up to USD 4.5 billion in the

realty sector by the end of 2006. You can

now keep track of these and other trends

in the real estate sector through this

newsletter.  

In our endeavor to provide information

that suits your needs, your comments are

valuable to us. So, please write in.

Regards,

Russell

Russell Parera

Chief Executive Officer

KPMG in India
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• A new set of reforms for India

The Indian government is pursuing a fresh set of reforms to sustain growth in

gross domestic product (GDP) at the current level (8.9 percent for the three

months ended June 30, 2006). It believes that improvement in insurance,

banking, and infrastructure is the key to incremental GDP growth.

• French companies expanding presence in India

A junior minister in the French government has said that France plans to triple

the number of French companies that have invested in India within the next

couple of years. The Indo-French Business Meet to be held next month will

bring together 200 French companies and several Indian ones in 5 chief Indian

cities. The aim is to enable representatives from both sides to network and

explore each other’s markets.

• India and EU strengthen trade ties

At the European Union (EU)-India Summit in 2005, the EU Commission formed

a High-Level Trade Group (HLTG) to study the prospects of launching 

negotiations for a trade and investment agreement with India. The EU-India

Leaders’ summit at Helsinki this October saw India and the EU agreeing to

wrap-up a new broad-based deal by 2009, to strengthen bilateral trade and

investment. Broadly, the pact will follow the suggestions put forth by the HLTG.

• India declared the fastest growing market for Australia

Australia’s High Commissioner to India, John McCarthy has said that India is

the fastest growing market for Australia with two-way trade set to cross 8 billion

U.S. dollars (USD) this year. Interestingly, the 30,000 Indians studying in

Australia form the second highest number of Indians studying in a foreign

country; the highest are in the U.S.

• Other developments

• A delegation from Burundi recently came to India to explore opportunities in

agri-processing, technical education, and engineering.

• Businessmen from the Engineering Export Promotion Council of India visited

Namibia to display their offerings and build alliances with local businesses. 

• Ethiopia has invited Indian investment in sectors such as infrastructure, 

agriculture, and manufacturing to improve bilateral trade, which now stands

at USD 83 million. At a conference organized by the Confederation of Indian

Industry, the Ethiopian Industry Minister Girma Biru pointed out that India

should look at African countries as a long-term plan.

• The president of Romania was in India on October 22 for a three-day visit.

President Traian Basescu said his country was keen to enter into strategic

partnerships with India in the fields of energy and defence. At present, 

bilateral trade between India and Romania stands at USD 354.52 million.

• At the Canada-India Business Roundtable Conference, Minister of

International Trade, David L Emerson, said Canada was negotiating a 

foreign-investment promotion and protection agreement with India.

Indian Economy
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Analyst: Anjali Pai
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“No one can afford to ignore
India... It (India) has to be taken
into consideration by any country.” 
Traian Basescu, Romanian President
(Source: Asia Pulse, October 25, 2006)



• M&M plans to buy Jeco Holding

M&M, through its subsidiary, plans to acquire 67.9 percent stake in Jeco

Holding AG, one of the top five forging companies in Germany. The transaction

has an enterprise value of about USD 184 million (INR 8.3 billion), but owing to

other adjustments, the exact value will be frozen in due course. Jeco Holding is

a 120-year-old company and its major products include gear-boxes, engine and

axle parts, hubs, gears, and piston heads.

• Hero Honda plans to acquire Honda Motor Co subsidiaries in

Africa

Hero Honda, a joint venture (JV) between the Munjals and Honda Motors, plans

to acquire the low-volume subsidiaries of Honda Motor Company in Nigeria,

South Africa, Egypt, and other African countries. It also plans to enter into an

agreement with the Japanese automobile major in other markets, where it will

manufacture its existing products.

• Ashok Leyland to set up bus assembly unit in UAE

Hinduja Group Company, Ashok Leyland has entered into an agreement with

the Ras Al Khaimah Investment Authority (Rakia) to set up a bus assembly unit

at Ras Al Khaimah, UAE, according to a company press release. The unit is to

be set up with an initial investment of USD 5 million (INR 230 million) and will

have the capacity to build 1,000 buses of international styling, manufacture,

and quality. It is expected to start production in a year.

• U.S. firm to buy auto parts companies for USD 55 million

American auto component major Federal-Mogul, is close to acquiring majority

stakes in two privately held Indian auto component manufacturers—Victor

Gaskets of the Anand Group and India Pistons of Amalgamation Group. The

total investment in the two acquisitions could be up to USD 55 million (INR

2,500 million). This is the firm’s fourth acquisition and will take Federal-Mogul’s

total turnover in India to over USD 177 million (INR 8,000 million). 

• Amtek Auto announces inorganic growth plans

Amtek Auto has chalked out a major acquisition strategy for the overseas and

domestic market. The company is reportedly in talks with two-three companies

in Europe and the U.S. for acquisitions in the machining, casting, and forging

arena. 

• Michelin to launch two-wheeler tires 

Michelin India Tyres Pvt Ltd, a 100 percent subsidiary of Michelin of France,

plans to foray into the two-wheeler tire market to tap the motorcycle segment

that comprises 75 percent of the two-wheeler tire market in India. The company

plans to expand to manufacture scooter tires later. Tires will be sourced from

Michelin’s plant in China.
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Auto & Auto Components

Analyst: Lalitha Balan

According to a market research
report published by Datamonitor,
the Indian motorcycles market is
estimated to have a value of USD
5.7 billion in 2010, an increase of
80.5 percent since 2005. 
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• Mid-term review of monetary policy

India’s central bank, the Reserve Bank of India (RBI) raised the repo rate—the

rate at which RBI lends to banks—by 0.25 percent to 7.25 percent. The reverse

repo, the rate at which RBI borrows from banks, remains unchanged at 6 

percent. The move was aimed at curbing inflation.

• Bill to increase FDI in insurance may be introduced in Parliament

According to a senior finance ministry official, a bill to amend the Insurance Act

and raise the cap on foreign direct investment (FDI) in insurance from the

current 24 percent to 49 percent is on the anvil. It is likely to be introduced in

the Parliament within the next three to four months.

• Q2 FY06-07 results: Private sector banks continue impressive

growth

Private sector banks reported an increase of close to 37 percent in their

aggregate net profit for the quarter ending September 2006 over the same

quarter last year. The net profit of private sector banks has been growing more

than 20 percent over the last six quarters. The aggregate net profit of 13

private sector banks was USD 384 million. On the other hand, 18

government-owned banks reported an aggregate net profit of USD 986 million

for Q2 FY06-07, a growth of around 20 percent over the same quarter last year.

• Geojit Board approves BNP Paribas acquisition proposal

French financial services group BNP Paribas’ proposal to acquire a 33.35

percent stake in stock broking company Geojit Financial Services (Geojit) for

INR 2.07 billion or USD 46 million has been approved by Geojit’s Board of

Directors. Geojit is a publicly listed company with a network of over 400

branches in India servicing around 425,000 customers.

• Life-insurance premium collection up by 161 percent

Life insurers recorded a 161 percent rise in the first-year premium underwritten

for the six-month period ending September 2006. First-year life-insurance

premium collection was close to USD 6.6 billion. The cumulative market share

of 15 private life insurers fell from 26 percent to 21 percent from last year’s

six-month period ending September. The leader, Life Insurance Corporation of

India (government-owned entity), improved its market share from 74 percent to

79 percent during the same period.

• Non-life insurance premium collection up by 22 percent

Non-life insurers recorded a 22 percent rise in the gross premium underwritten

for the six-month period ending September 2006. The industry non-life

insurance premium collection was close to USD 2.8 billion. The cumulative

market share of 8 private players improved from 27 percent to 35 percent as

compared to the six-month period ending September of last year. The share of

the 4 government players dipped to 65 percent for the same period with a

premium collection of USD 1.8 billion.
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Banking and Insurance

Analyst: Aman Kaushik
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“We cannot achieve our social
and economic objectives unless
there is reform of the insurance
and banking system. Infrastructure
requires long-term investment and
our banking system is essentially
short-term oriented.” 
Dr. Manmohan Singh, Prime Minister of India
(Source: The Financial Times, October 8, 2006)



• Pantaloon Retail inks joint venture deals

Indian retail major, Pantaloon Retail India Ltd, has decided to form a 50-50 JV

with UK-based Alpha Airports Group to develop travel, retail, and food-catering

business in airports across India. Alpha Airports Group manages and operates

over 150 shops in 15 countries with annual sales of over USD 880 million. It

also has retailing experience in India as it has been operating duty-free shops

at Cochin International Airport since 2002.

• Lee Cooper forms JV in India

Lee Cooper Group Limited has formed a JV with Indus League Limited, a

subsidiary of Pantaloon Retail India Ltd. The latter will have an exclusive

license to market Lee Cooper denim apparel and accessories in India. The JV,

Lee Cooper India Limited, will be involved in brand management, franchising,

and wholesale and retail activities. It is a strategic fit for both companies since

they can harness each other’s operations to promote and market denim apparel

in India.

• Tata Group and Woolworths Supermarkets in JV for consumer

electronics retail chain

The Tata Group (one of India’s largest diversified conglomerates) has launched

India’s first national consumer electronics retail chain, Croma, in collaboration

with Australia-based Woolworths. The Tata Group reportedly invested USD 87

million in these stores, which will be operated through a new wholly owned

company called Infiniti Retail. Another wholly owned company owned by

Woolworths will provide back-end logistics, sourcing, and technical advice.

• Essar Group to venture into telecom retailing

The USD 22 billion Essar Group (one of India’s largest private conglomerates)

has decided to launch stores to retail mobile phones and accessories. The

group is expected to launch 300 to 600 square foot stores, tentatively named

‘Mobile Shop’, in the next 2-4 months with an investment of USD 335 million.

Mobile retailing is a lucrative opportunity as studies indicate that India is

emerging as the second largest market for mobile handsets with the size of the

market expected to reach USD 6.7 billion in 2007.

• Reliance Retail plans pharmacy retail foray

As part of its massive retail plan, Reliance Industries (one of India’s largest

private conglomerate) will be introducing pharmacy retailing in India. The

company plans to set up 4,000 pharmacies in India over a period of three to

four years starting from January 2007. At present, there are very few pharmacy

retail chains in India and this business initiative is expected to be received

extremely well. The company has already started recruiting pathologists,

doctors, and managers. It also aims to have a significant presence in rural

areas to provide a range of medical services like blood tests, medical

insurance, etc., apart from selling medicines in villages and small towns.
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Consumer Markets & Retail

Analyst: Aditi Doshi

"As the levels of higher incomes
percolate down to different
sections of society in India, you
will see purchasing power
burgeoning."
R. K. Krishna Kumar, Director, Tata Sons
(Source: The Financial Times, October 4, 2006)
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• BBC awards outsourcing deal to Xansa

The British Broadcasting Corporation (BBC) has awarded a contract for

outsourcing its finance and accounts services to UK-based Xansa. Under the

10-year, GBP 85 million contract, Xansa will provide call-centre services from

its UK office, while all non-voice work will be carried out from its Indian office in

Chennai.

• Capgemini to acquire Kanbay for USD 1.25 billion

French Information Technology (IT) major Capgemini is to acquire

Illinois-headquartered Kanbay in an all-cash deal for USD 1.25 billion. The

acquisition will almost double Capgemini’s employee base in India from 6,000

to 12,000 by 2006-end and will further strengthen its presence in the U.S.

• Need to curb the piracy

India’s piracy rate is estimated to be around 72 percent, which is way above the

world average of 35 percent. Losses due to piracy are estimated to be around

USD 566 million. According to the IDC, if piracy is reduced by 10 percent,

115,000 jobs could be created in the sector.

• TCS bags UK outsourcing contract

Tata Consultancy Services, India’s biggest IT company, Capgemini, and

LogicaCMG bagged an outsourcing contract from Welsh Water, UK’s largest

utility provider, to supply hardware replacements and implement SAP’s

enterprise resource planning system.

• SMBs IT spend in top gear

Small and Medium Businesses (SMBs) are expected to invest USD 576 million

in packaged software according to an Access Markets International (AMI)

partners study. Of this, 70 percent will be in operating systems, databases,

productivity software and applications. AMI expects the market to grow by 25

percent this year.

• Acquisitions abroad

3I Infotech has entered into an agreement to acquire Rhyme Systems, a

UK-based asset management solution provider. Acquisition offers 3I Infotech a

window to enter UK’s financial service market. 

Bangalore-based Hinduja TMT acquired Illinois-based business process

outsourcing company AFFINA, thus gaining access to the U.S. market through

AFFINA’s seven locations and Fortune 500 clientele.

• EDS additional open offer for Mphasis

Electronic Data Systems Corporation, a global IT major and parent of

Bangalore-based Mphaisis BFL Ltd, has made an additional offer to purchase

20 percent equity shares from Mphasis shareholders for USD 150 million; this

will raise its stake to over 70 percent.
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Analyst: Devesh Bhatt

IT / ITeS
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“It (India) is one of the important
areas of the world because it is
the best place to do innovation for
emerging markets…. There is a
lot of such innovation that can be
done and that is why we have
invested here.” 
Ray Ozzie, Chief Software Architect, Microsoft
(Source: The Economic Times, October 10, 2006)



• Zee plans aggressive global expansion

Zee Telefilms, one of India’s leading media and broadcasting companies, is

launching an English news channel for the Gulf countries in January 2007. It is

also launching its entertainment channel in Russia and a local language news

channel in Indonesia. It also plans to invest USD 22 million in the news agency

United News of India, which it recently acquired.

• SaharaOne goes to Europe

SaharaOne Media and Entertainment tied up with New York-based Globosat

Entertainment, a broadcast distribution company, for distributing its channels,

SaharaOne and Filmy, in Europe. It also entered into strategic partnerships in

Direct-to-Home (DTH), cable, broadband, Internet Protocol Television (IPTV),

mobile, and other mediums for rapid international growth. It is eyeing

40,000-50,000 subscribers in the UK in the next 3 years through DTH alone. 

• Tribal Fusion launches services in India

America’s third largest advertising network Tribal Fusion, a division of

U.S.-based Exponential Group of online businesses, has launched an

advertising network in India. It provides technology-enabled media services and

claims to reach 0.5 million Internet users daily. It is aiming to establish the

largest advertising network in India.

• MTNL to offer IPTV services

Mahanagar Telephone Nigam Ltd (MTNL), a government-owned telecom

company, will launch IPTV services in Delhi and Mumbai. Services offered will

include television broadcast, time-shifted TV, video and music on demand, and

video calling on TV. MTNL wants to augment its average revenue per user by

riding on its 3.8 million subscriber base in Delhi and Mumbai. MTNL has tied up

with Aksh Optifibre and UT Starcom for IPTV delivery.

• Amrita TV forays into European markets

Amrita TV, a Malayalam satellite channel, is launching services in Europe. It

has a presence in the Middle East, the U.S., Canada, and Australia. It has tied

up with London-based Terra Group, which will carry its channel via Hotbird to

deliver 24-hour programs and news.

• STAR India launches first mobile audio entertainment service

STAR India has launched the audio-on-demand, STAR 7827 Voice, to provide

television content in audio format. It is based on advanced interactive voice

responses technology. STAR India has tied up with Spice and Bharat Sanchar

Nigam Limited to deliver voice content. It is targeting a user base of 2-3 million

within a month of the launch.

• Times Group in strategic agreement with Sandesh Ltd

The Times Group has entered into a business cooperation and arrangement

agreement with Gujarat daily Sandesh Ltd to work together in areas such as

advertising, sales, distribution, and printing. It has bought a 12 percent stake

through preferential allotment in Sandesh, which has a customer base of over

4.5 million. 
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Analyst: Preeti Sitaram

According to a study on Cost of
Pay-TV Piracy in APAC region, carried
out by CASBAA, India has suffered a
loss of USD 685 million in 2006 on
account of pay-TV piracy.
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• India vying for Russian oil 

Indian Petroleum Minister Murli Deora pushed for greater involvement of Indian

oil and gas companies in Russia at the ‘Moscow Energy Dialogue’ on October

30. Russia is planning to invite bids for Sakhalin III, IV, V, and VI projects.

ONGC Videsh Ltd, the overseas arm of the state-run Oil and Natural Gas

Corporation (ONGC), already has a presence in Sakhalin-I fields and has a 20

percent stake in the project.

• Reliance pursues Scottish companies

Reliance Industries Limited (RIL) is targeting USD 2 billion Wood Group of

Scotland for acquisition. Wood Group is engaged in deepwater engineering,

offshore pipelines, and enhancement of oil and gas production in mature fields.

RIL’s production and exploration plans envisage doubling production by 2008. 

• Cairn Energy to invest USD 2 billion in India

Cairn India Ltd, the Indian subsidiary of Scottish firm Cairn Energy Plc, plans to

invest USD 2 billion in its Rajasthan blocks. Cairn Energy also filed a draft red

herring prospectus with the Securities and Exchange Board of India (SEBI) for

its proposed initial public offering. Cairn will divest 30.5 percent of its equity

stake. The offer is likely to open in December. 

• Sasol puts forward USD 6 billion investment plan for India

South African petrochemical major Sasol Ltd approached the Union Ministry of

Coal with a USD 6 billion investment proposal for a coal liquefaction project.

Coal liquefaction involves conversion of coal into diesel, naphtha, and other

liquid fuels. The pre-requisite to the project is at least one billion tonnes of coal.

Once Sasol’s precondition is fulfilled, it will undertake initial testing, which will

cost USD 300 million.

• GSPC picks four energy giants for stake sale in gas blocks

Gujarat State Petroleum Corporation (GSPC) has invited final bids from four

shortlisted global energy majors, including Chevron, British Petroleum, and ENI.

GSPC is selling a 30 percent stake in its block off the east coast. 

• British Gas to supply gas at an investment of USD 30 million

British Gas (BG) plans to set up city gas networks in Andhra Pradesh,

Karnataka, and Tamil Nadu at an investment of USD 30 million. It recently set

up City Gas Distribution (CGD) businesses and is in talks with domestic gas

suppliers for sourcing gas for CGD projects in these states. BG already has a

presence in the major cities of Gujarat and Maharashtra. 

• Nigeria awards third block to ONGC-Mittal 

ONGC-Mittal Energy has been awarded the third oil acreage by the

Government of Nigeria for USD 100 million. This is part of the Nigerian

government’s commitment to give three fields envisaging investments from the

JV. ONGC-Mittal is a JV between the state-owned explorer ONGC and steel

baron Laxmi Mittal. 
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Oil & Gas

Analyst: Amiya Swarup

Cairn India will invest 
approximately USD 1.5 billion in
Rajasthan in the coming years to
develop the world-class resource
base of oil and gas.
(Source: Deccan Chronicle, October 23, 2006)
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• Wockhardt acquires Pinewood Laboratories

Wockhardt, an Indian pharmaceutical company focused on biotechnology, has

acquired Pinewood Laboratories for USD 150 million. Pinewood is one of the

fastest-growing branded generics pharmaceutical companies in Ireland. With

this acquisition, Wockhardt’s European sales are expected to exceed USD 200

million. It also marks Wockhardt’s fourth acquisition in Europe, after Wallis and

CP Pharmaceuticals in UK and Esparma in Germany.

• Beacons Pharmaceuticals to enter Indian market

Beacons Pharmaceuticals and Health Products, a leading generics company in

Singapore, is planning to enter the Indian market. It is expected to offer turnkey

solutions for pharmaceutical projects using its new Satellite Process Assurance

Hub (SPAH) engineering solution. SPAH is a new patent-pending solution. The

company has tied-up with ONCO Life Sciences Pvt Ltd, a Pune-based

pharmaceutical consultancy firm.

• Creative Choice Group to set up pharmaceutical R&D facility in

India

Creative Choice Group (CCG), which is focused on value-added real estate and

global outsourcing solutions, is planning to set up pharmaceutical research and

development (R&D) facility in India at an estimated investment of USD 500

million. This facility will be branded as the ’Silicon Valley of Drug Discovery’ and

is expected to focus on the development of new drugs for the domestic and

international pharmaceutical industry. 

• Glenmark enters into an out-licensing deal with Merck KGaA

Glenmark Pharmaceuticals, a research-focused Indian company, has entered

into an out-licensing agreement with Merck KGaA for Glenmark’s diabetes drug

GRC 8200, which is in Phase II of clinical development. Under the agreement,

Merck KGaA will develop and market GRC 8200 in North America, Europe, and

Japan and will pay 190 million euros (EUR), including an up-front payment of

EUR 25 million and various milestone payments on successful development

and launch. Glenmark will retain commercialization rights for India. 

• Elder and Rye Pharmaceuticals Pty sign in-licensing agreement

Elder Healthcare, which focuses on the over-the-counter drugs segment in

India, has entered into an in-licensing agreement with Rye Pharmaceuticals Pty

of Australia to develop, manufacture, and market the latter’s skin-care products

for first-aid and burn applications in India. Elder, which will launch BurnAid, a

range of burn gels, gel dressings, and burn kits in India, expects to generate

INR 100–120 million in the first year itself.

• Ranbaxy to market Debiopharm drug in India

Ranbaxy Laboratories, India’s largest pharmaceutical company (in terms of

sales), has entered into an in-licensing agreement with Swiss 

biopharmaceutical company, Debiopharm. Ranbaxy will market Debiopharm’s

new drug Sanvar in India, Bangladesh, and Nepal. At present, Sanvar is in

Phase III clinical trials; it is to be prescribed for gastric variceal bleeding.
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Pharma

Analyst: Amit Shah

“We are giving big pharma a run
for its money because we have
leveraged our R&D and manufac-
turing skills to launch patent-
challenging generics.”
Malvinder Singh, CEO, Ranbaxy Laboratories
(Source: Business Today, November 2006)
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• Evaluation of two ultra mega power projects to start this month

The evaluation of bids for the two major ultra mega power projects at Sasan in

Madhya Pradesh and Mundra in Gujarat will begin from November, with the

execution schedule likely to be awarded by December. According to Power

Secretary R V Shahi, the Ministry of Power has received environmental

clearances for these projects from the respective state governments and is

waiting for the Ministry of Environment and Forests to respond. The awarding of

contracts for other ultra mega power projects in Andhra Pradesh, Orissa,

Maharashtra, and Jharkhand is also to be expedited.

• SEZ for renewable energy devices in Tamil Nadu

India's first-of-its kind special economic zone (SEZ) for manufacturing and 

testing non-conventional energy equipment is set to come up near Chennai in

Tamil Nadu. The project is expected to attract an investment of USD 660-880

million over the next 4 years and will be spread over 1,000 acres. The

decision to establish the SEZ in Tamil Nadu was reportedly based on the state's

pro-active approach, its engineering strength, and the availability of a good

port.

• Foreign companies in race for Andhra’s ultra mega power project

Power Finance Corporation, the nodal agency that conducts bidding for ultra

mega power projects, has received 17 requests for qualifications for the

Krishnapatnam project. Six of these are from foreign companies like Sumitomo

Corp; Khanjee Holdings, USA; Malaysia’s YTL Corp Berhard; Israel Electric;

and China Light and Power along with the state-run National Thermal Power

Corporation (NTPC) Ltd and leading domestic firms like Tata Power Co Ltd and

Reliance Energy Ltd. This project is the third of 9 power plants that the state

government has planned at an estimated cost of USD 3.30-4.40 billion each

and is expected to be transferred to the selected developer by April 2007.

• Alstom to expand manufacturing facilities in India

French power equipment company, Alstom, which has a 67 percent owned

subsidiary, Alstom Projects India Ltd, plans to expand its manufacturing facilities

in India. It is also said to be in talks with Nuclear Power Corporation of India

(NPCIL) for a technology tie-up to manufacture nuclear turbines. It recently

entered into a 15-year agreement with state-run Bharat Heavy Electricals Ltd

(BHEL) for 800 mw supercritical boilers, which are to be used in all 8 ultra

mega power projects proposed by the government. It would also export

supercritical boilers to other countries.

• Reliance Energy plans foray into nuclear power generation

Reliance Energy is currently negotiating with GE, Westinghouse, and Areva to

make a foray into nuclear power generation. It is reportedly waiting for the final

nod from the U.S. for the Indo-U.S. nuclear deal before entering into a final

agreement. It is also said to be in talks with NPCIL for a possible joint venture.
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Analyst: Amit Chhallani

“It would be difficult to push
India's economic growth rate to
9-10 percent without investing
USD 320 billion in upgrading
infrastructure over the next 5
years, including reform of the
electric-power sector.”
Dr. Manmohan Singh, Prime Minister of India
(Source: Asia Times Online, October 11, 2006)
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• Realty lending norms get stricter

The RBI has asked banks to credit disbursement for productive construction

activity only and to safeguard against lending for speculative activity in real

estate. Banks have also been instructed to maintain caps on the total loans to

the real estate sector and to a single entity. They have been asked to review

their policies on margins, security, and repayment schedules.

• Government approves 24 SEZ proposals

Delhi-based Uppal Group and DLF Group plan to set up SEZs with an

investment of USD 3.5 billion in Gurgaon and Tamil Nadu, respectively. Essel

Group’s Sun City will set up three SEZs in Haryana and Rajasthan. Global

Health Pvt Ltd’s USD 133 million biotech zone in Haryana has been approved.

Khivraj Tech Park Pvt Ltd will set up a 25-acre IT products SEZ in Chennai.

• Trinity Capital buys stake in Kapstone Construction

Trinity Capital Plc, a UK-based real estate fund, has picked up a 16 percent

stake for USD 19 million in Kapstone Construction, Mumbai. Kapstone is

developing a seven million square feet integrated township in suburban

Mumbai.

• Citigroup picks up stake in Ansal Properties

Citigroup has picked up a 5.75 percent stake in Ansal Properties &

Infrastructure Ltd for USD 39 million through its affiliates CBC Bahrain and

Citigroup Venture Capital International Growth Partnership Mauritius Ltd.

• Singaporean behemoths queue up for Indian realty foray

The Indian government has approved Singapore-based Solitaire Capital

Investment’s foreign direct investment worth USD 114 million in real estate

development projects. Singapore’s CapitaLand and Fraser & Neave are

planning to take up commercial and residential property development projects

in metros, followed by Tier II cities.

• U.S.-based Parikh Associates buys stake in Pune-based realty

developer

Parikh & Parikh Associates, a U.S.-based investment group, is investing USD

13 million via the FDI route in Pune-based Sahil Group, which is planning

various residential projects in Maharashtra.

• HDFC crossing domestic boundaries to raise funds

Housing Finance Development Corporation (HDFC) is setting up HDFC

Property Ventures for managing international funds. It is expected to raise USD

750 million in the first phase, where it will focus on Asian and European

markets.
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Real Estate & SEZs

Analyst: Preeti Sitaram

According to a study conducted
by India Infoline, the real estate
industry is expected to grow at a
CAGR of 33 percent to touch 
USD 50,000 million by 2010.
(Source: Business Standard, October 24, 2006)
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• India’s telecom equipment market to touch USD 100 billion mark

by 2010

The Telecom Equipment Manufacturers Association (TEMA) estimates that the

telecom equipment manufacturing market in India will grow to USD 100 billion

by 2010, owing to significant subscriber growth. To achieve this, TEMA is

working with the Ministry of Communications and Information Technology to set

up a telecom export-promotion council. It has also sought excise duty

rationalization, central sales tax abolition, international financing, ease of 

customs clearances, and government procedures. 

• Cable & Wireless to enter Indian telecom market

UK-based telecom major, Cable & Wireless, is planning to enter the national

and international long distance segments of the Indian telecom market. The

company plans to tie-up with national long-distance operators in India to

provide backbone for seamless and comprehensive solutions. 

• Idea Cellular receives private equity funding from Providence and

ChrysCap

In 2 different transactions, Idea Cellular has received USD 520 million in private

equity investments. Providence Equity Partners, a U.S.-based private

equity firm invested USD 400 million for a 16 percent stake and ChrysCap

acquired a 4 percent stake for USD 120 million. Idea, owned by the A. V. Birla

Group, is the sixth largest mobile telecom company in India with a subscriber

base of over 10 million. 

• Hutch-Essar and Idea Cellular to have pan-India presence

The government has cleared applications filed by Hutch-Essar and Idea

Cellular for offering mobile telephony services across all 23 circles in India.

Hutch-Essar, a JV between Hutch Telecom International Ltd and the Essar

Group, is the fourth largest cellular service provider in India with presence in 16

circles and a subscriber base of approximately 21.4 million. Idea Cellular,

owned by A. V. Birla Group, has over 10 million subscribers and operates in 10

circles.

• Reliance Communications makes infrastructure sharing

arrangements

Reliance Communications Ltd, India’s largest CDMA-based cellular service

provider and a part of the ADAG Group, has entered into arrangements with

Hutch-Essar and Idea Cellular to share passive infrastructure for cell sites. This

will give RCL access to over 22,000 cell sites, while Hutch-Essar and Idea will

gain access to RCL’s infrastructure across the 23 telecom circles of the country.

This move is expected to reduce RCL’s capital and operational expenditure

significantly and result in faster roll out of services.
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Telecom

Analyst: Amit Shah
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