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Privatising Banks

The government is toying with the idea of
privatising some public sector banks (PSBs).

The government’s stated policy on strategic
sectors of the economy is to limit the number of
State-owned enterprises to four.

The government has to either merge PSBs further
to reduce their number to four or privatise some
of the smaller ones.

In either case, a necessary pre-requisite is to
create a governance and supervision framework
that would render the nature of ownership,
whether public or private, immaterial to the
functioning of the bank.



That would include shoring up the banks’ capital

buffers, including some tiers of capital meant

primarily to absorb risk, providers of which would

need higher than normal returns to induce them

to make that capital available.

Non-performing assets (NPAs) are the bane of

India’s banks at the moment.

The public sector banks have double-digit ratios

of gross NPAs to total assets.

In the league table of the world’s banks, the

biggest ones, leaving aside the Chinese banks that

mostly do business with Chinese companies, are

privately owned.



Of course, the government has had to come to

their rescue during the Global Financial Crisis,

and very few, such as Citibank, managed to stave

off taking a State-sponsored bailout.

Since then, global covenants on strengthening

systemically important banks and other banks as

well, have kicked in, raising capital requirements

and placing further stress on supervision and

internal systems, particularly of risk

management.

India would do well to adopt the global best

practices and not just higher capital

requirements.



Adani - FORCE MAJEURE

Force majeure refers to a clause that is included in
contracts to remove liability for natural and
unavoidable catastrophes.

The Adani Group has told India’s state-run airport
developer that it won’t be able to take possession of
the three privatised airports in Ahmedabad, Lucknow
and Mangaluru this calendar year.

This is due to disruption caused by the Covid-19
pandemic.

The group has also asked the Airports Authority of India
(AAI) to defer the deadline for payment of asset
transfer fees of over ₹1,000 crore for these airports
from August to beyond December 2020.



February 14, the group had signed concession

agreements with AAI to maintain, develop and

operate the three airports.

In 2018, it won the bid for six airports, which also

includes Trivandrum, Jaipur and Guwahati but the

concession agreement was signed only for

Ahmedabad, Lucknow and Mangaluru.

The total asset transfer fees for six airports is

worth ₹2,000 crore.

The fees include upfront payments to contractors

for development work already assigned by AAI.



Cabinet Decisions

The cabinet approved a proposal to amend the

Insolvency & Bankruptcy Code (IBC).

This amendment will prevent companies from

being forced into resolution proceedings due to

loan defaults triggered by the Covid-19 crisis.

The cut-off for such debt could be from March 25,

when the lockdown was imposed, to a date to be

notified later.



The cabinet also approved the constitution of an

empowered group of secretaries, to be chaired

by the cabinet secretary, to facilitate investment

flows into the country as companies look to

relocate operations from China to India.

The Niti Aayog CEO and secretaries of revenue,

economic affairs, commerce and the Department

for Promotion of Industry and Internal Trade

(DPIIT) will be permanent members of the

empowered group.

Secretaries of other relevant government

departments or ministries will be co-opted

depending on the project.



Cabinet also okayed two ordinances that aim to

transform agriculture with more private

investment and higher income for farmers.

One of the agriculture-related ordinances will

allow farmers to sign deals with companies,

wholesalers and exporters for their harvests, which

will insulate them from risks and provide higher

income.

The other ordinance creates barrier-free

agricultural trade in the country.

The cabinet also approved amendments to the

Essential Commodities Act.



The cabinet also gave its nod for setting up PROJECT

DEVELOPMENT CELLS in each ministry to be headed by a

joint secretary level officer for the development of

investible projects in coordination between the central

and state governments.

This will ensure higher investable projects are in the

pipeline in India and in turn increase FDI inflows.

The PDCs will be responsible for conceptualising,

strategising, implementing and disseminating details

with respect to investible projects.

Besides, they will conceive projects with all approvals,

make land available for allocation and draw up detailed

project reports for adoption/investment by investors.



The cabinet also approved the renaming of

Kolkata Port as Syama Prasad Mookerjee Port.

The country’s first major port is also the only

riverine one in the country.

Nhava Sheva Port Trust was renamed Jawaharlal Nehru

Port Trust in 1989.

Tuticorin Port Trust was renamed VO Chidambaranar

Port Trust in 2011.

Ennore Port Ltd was renamed Kamarajar Port Ltd.

Kandla Port was renamed Deendayal Port in 2017.



V-Shaped Recovery 

There’s a V-shaped demand recovery in major

consumer goods segments.

Across phones, consumer durables, apparels, shoes

— in both online and offline stores — demand is

close or equal to prelockdown levels.

In certain products, the buying-spree is

remarkable.

Retailers: a major source of demand is coming

from non-metro cities and towns.



While brick-and-mortar stores are seeing around

70-85% of their January-February average sales.

In ecommerce, orders are over 90% of pre-Covid

levels for Amazon and Flipkart.

Several brands said orders from their own web

stores have surged.

Senior executives in Xiaomi, Reliance Digital,

Puma, Benetton, Realme and Spencer’s Retail said

pan-India sales may soon return to usual once

malls reopen.

But this V may not last long. How long this will

last is what industry is wondering.



Oil

The government does not regard the recent plunge in oil
and gas prices as a normal market-driven fluctuation.

Dharmendra Pradhan: This plunge should not determine
the economics of domestic producers.

Normally prices respond to demand-supply imbalance,
but the current situation is highly abnormal with unheard
of low demand.

The price is now moving towards normalcy.

State refiners and oil marketing firms had deftly used
the crash in crude prices to quickly tank up 20% of
annual requirement that will save ₹25,000 crore in the
oil import bill.



India’s crude import bill would be $79.3 billion in

FY21 against $101.38 billion for FY20 if the

average price comes to $45.

BPCL is a well-established company with nearly

24% market share in transportation fuels and 26%

share in LPG business.

The minister said the government would keep

encouraging the private sector as it believes in

combining welfare initiatives with respect for

wealth creation.



Google Tax

India levies a 6% equalisation levy or the so-

called ‘Google tax’ on foreign online advertising

platforms to tax companies such as Google,

Facebook and Netflix on their online advertising.

Washington on Tuesday said it will probe the

digital services taxes (DST) imposed by 10

countries including India under Section 301 of its

1974 Trade Act, which could lead to punitive

action.

The development comes after a telephonic

conversation between US President Donald Trump

and Prime Minister Narendra Modi.



This year, India expanded EQUALISATION LEVY’S

scope to all overseas ecommerce transactions

originating from India, but at a reduced rate of

2%.

New Delhi has also imposed tax deducted at

source on ecommerce transactions, to be effective

from October 1, in addition to tax collected at

source under the GST.

The EU had challenged the US’ Section 301 law in

1988, arguing that certain sections violated US

obligations in the WTO.
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Do you know? 
Nalanda = Na+alam+Daa, meaning “no stopping of the gift of knowledge”
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