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US keeps India, 10 others in
currency manipulator list
LALIT K JHA

US report: India has been exemplary
in publishing forex intervention

Washington, 16 April

T

he United States on
Friday placed 11 countries, including India,
China, Japan, South Korea,
Germany and Italy in the currency practices monitoring list.
Other countries named by
the Department of Treasury in
its quarterly report to Congress,
the first under the Biden
administration, are Ireland,
Malaysia, Singapore, Thailand
and Mexico.
All except Ireland and
Mexico were covered in the
December 2020 report, which
was under the previous Trump
administration.
As directed by Congress,
Treasury has established a
monitoring list of major trading
partners that merit close attention to their currency practices
and macroeconomic policies.
An economy meeting two
of the three criteria in the 2015
Act is placed on the
Monitoring List.
These are a persistent, onesided intervention in the foreign exchange market that
occur when net purchases of
foreign currency are conducted
repeatedly, in at least six out of

The rupee on Friday soared by
58 paise to end more than
one-week high of 74.35
against the US dollar on easing
US bond yields and positive
domestic equities.

India has been exemplary in publishing its foreign exchange
market intervention, the US Department of Treasury said in a
report to Congress on Friday.
It said that like most emerging market currencies, the rupee
was buffeted in 2020 by substantial swings in global risk appetite
and associated shifts in capital flows.
India's goods trade surplus with the US was $24 billion in 2020,
broadly in line with its average level since 2014. India also ran a $8
billion services trade surplus with the US in 2020, said the India
section of the Treasury Department report that reviews
developments in international economic and exchange rate
policies. “India has been exemplary in publishing its foreign
exchange market intervention, publishing monthly spot
purchases and sales and net forward activity with a two-month
lag. The RBI states that the value of the rupee is broadly marketdetermined, with intervention used only to curb undue volatility
in the exchange rate,” the Treasury said.
While the RBI frequently intervenes in both directions, it
purchased foreign exchange on net in 11 of the 12 months of 2020,
with net intervention reaching USD 131 billion, or 5.0 per cent of
the GDP, it said.

12 months, and these net purchases total at least two per
cent of an economy's Gross
Domestic Product (GDP) over
a 12-month period.
As a further measure, the
Treasury will add and retain on
the Monitoring List any major
US trading partner that
accounts for a large and dispro-

portionate share of the overall
US trade deficit even if that
economy has not met two of
the three criteria from the 2015
Act, it said. In its report, the
Treasury said that a number of
economies have conducted foreign exchange market intervention in a persistent, onesided manner.

Rupee spurts by
58 paise to over
one-week high

“Over the four quarters
through December 2020, five
major US trading partners —
Vietnam, Switzerland, Taiwan,
India and Singapore — intervened in the foreign exchange
market in a sustained, asymmetric manner with the effect
of weakening their currencies,”
it alleged.
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Suitors galore...

However, analysts also say that even as
this could be a very attractive value for
Indian banks, considering Citibank’s
global scale, the amount could be paltry
for the parent.
The parent bank now wants the India
operations to focus on wealth management, in which Citi India ranks fourth in
the country.
The retail segment formed 14 per cent
of the bank’s total pretax profit.
Importantly, asset quality has been stable
with the overall gross non-performing
assets (NPA) ratio in December 2020 at 1
per cent for India and retail 90-day delinquency at 1.9 per cent.
This is much better than its competitors, considering the pro-forma NPA of
SBI Cards was at 4.51 per cent as of
December 31, 2020. This is also partly due
to the fact that Citi decided not to grow
its card business or even the retail segment even as its competitors expanded
their retail book to compensate for contraction in corporate lending.
Macquarie noted that Citibank grew
its credit cards only at 1.6 per cent compound annual growth rate over the last
10 years. As a result, the bank lost its market share in terms of spends and cards
outstanding, coming off from 20 per cent
and 13 per cent, respectively, a decade
back to just 5 per cent and 4 per cent as of
January 2021.
According to a person who worked
with Citi’s retail division, the reason why
Citi did not go for retail expansion was
because the global management wanted
it to focus on premium customers only.
“It was an ultra-conservative approach.
If the management just wanted it to be
conservative, then the card numbers
would have been much higher while
NPAs would go up only slightly. But Citi
decided to go for the cream,” said the
person.
Now some of that conservatism may
have come to haunt the 119-year old bank
that has a brand recall value of over 80
per cent, according to a brand survey.
There will be no rush in selling the
business, and the RBI will ensure it goes
to a responsible buyer, but the Indian
banking industry will lose out on a lot of
innovation that Citi could have offered in
the future,” said the banker.
Citibank was the first in introducing a
plethora of services for the customers that
have been adopted rapidly by local banks
and are taken for granted now. These
include phone banking, SMS banking,
and even offering a dedicated centralised
call centre for customers. The bank also
offered India’s first consumer credit cards
in 1987.
Existing players would queue up for
that legacy and quality.
Among its various business verticals,
analysts say Citi’s credit card business will
be most sought-after. This business vertical in the retail segment of Citi, they
believe, should get a premium valuation.
Citi’s credit card business is big and
draws a lot of affluent people. There will
be many suitors, especially Indian private
banks like ICICI Bank, Kotak Bank and
Axis Bank who will move aggressively to
acquire Citi’s credit card business. SBI
Cards, too, could be in fray but may not
pursue it as aggressively as private banks.
HDFC Bank could be out of the race (as
things stand) due to a regulatory order
that prohibits it from issuing fresh credit
cards,” said G Chokkalingam, founder
and chief investment officer at
Equinomics Research.
Citi’s exit may also pave the way for
consolidation in the Indian financial sector with private sector banks, including
ICICI Bank and Axis Bank, vying for an
increased market share across business
verticals, say analysts. SBI Cards, they
believe, could be another beneficiary.
Those at Jefferies, for instance, sug-

gest opportunities could open up either
to acquire the existing stock of Citibank's
clients and/or gain market share in segments like credit cards, deposits, and
retail loans.

Normal monsoon...
The LPA of monsoon is pegged at 88 centimeters.
This is good news for all as the monsoon is expected to be normal this year,”
M Rajeevan, secretary of Ministry of Earth
Sciences, told reporters.
The initial forecast shows that barring
east and north-eastern parts of the country including Odisha, Bihar, Jharkhand,
North-Chhattisgarh, East UP and Assam,
rainfall in all other regions is expected to
be normal.
Experts pointed out that below-normal rains in east and north-east India is
not always disadvantageous. That’s
because the quantum of rains in those
parts of the country is higher than other
regions.
Cumulatively, there’s a 61 per cent
chance of monsoon rains to be normal to
above-normal and 39 per cent chance of
them being below normal this year,
according to IMD. In this, there is a 14 per
cent chance of the rains being deficient
that is below 90 per cent of the LPA.
The Indian Ocean Dipole, which is
another weather system that has a direct
bearing on the Indian monsoon, is also
expected to be neutral this year.
This time, there’s very little chance of
the dreaded El Nino during the monsoon
season while La Nina is expected to be
neutral.

Nirav Modi...
A prima facie case is established.” As
part of a very comprehensive judgment,
he similarly ruled a prima facie case to
have been established on all counts of
charges brought by the Central Bureau
of Investigation (CBI) and Enforcement
Directorate (ED) – money laundering,
intimidation of witnesses and disappearance of evidence.
The court had also accepted that while
Nirav's mental health had deteriorated
due to the lengthy incarceration in a
London prison, exacerbated by the Covid19 pandemic, his risk of suicide did not
meet the high threshold to conclude that
it would be "unjust or oppressive" to extradite him.
“The regime awaiting NDM [Nirav
Deepak Modi] in Barrack 12, when you
consider the video, would I have no
doubt, be an amelioration of his current
conditions of detention, especially when
considered alongside the extensive assurances provided by the GOI [government
of India],” the judge noted.
Nirav Modi is the subject of two sets
of criminal proceedings, with the CBI case
relating to a large-scale fraud upon PNB
through the fraudulent obtaining of
letters of undertaking (LoUs) or loan
agreements, and the ED case relating to
the laundering of the proceeds of that
fraud.
He also faces two additional charges
of "causing the disappearance of
evidence" and intimidating witnesses or
“criminal intimidation to cause death”,
which were added on to the CBI case.
“I do not accept the submissions that
NDM was involved in legitimate business
and using the LoUs in a permissible fashion,” notes the court judgment forwarded
to the Home Secretary.

Insurance firms...
The rules also propose that an Indian
insurance company having foreign
investment must have a majority of its

directors and key management persons
as resident Indians. They also state at
least one among the three -- the chairperson of the board, managing director
(MD), and chief executive officer (CEO)
-- must be a resident Indian.
Joydeep Roy, insurance leader and
partner, PwC India, said the rules
reflected two things announced in the
Union Budget -- of having a majority of
board members of insurance companies
as Indians and retaining a certain amount
of profit as a general reserve.
Calling the guidelines on dividend
payment “judicious”, Prakash Agarwal,
head (financial institutions), India
Ratings & Research, said the move would
balance stability as well as investors’
returns.
“The restrictions on dividend payment below a certain threshold through
profit retention would help in ensuring
that capital buffers are not depleted
through dividend payment,” he said.
The rules come a month after
Parliament approved the Insurance
(Amendment) Bill, 2021, to hike the FDI
limit in insurance to 74 per cent.
Insurance companies will have to
comply with these requirements within
a year of the date of notifying the final
rules.
As of March 2020, foreign investment
in life insurance companies -- 23 in total
-- is 37.41 per cent. Only in nine private
life insurers has foreign investment
touched 49 per cent. In the general insurance industry, with 21 private insurers,
FDI is 28.18 per cent.
“One of the reasons why not many
companies have seen FDI going up to 49
per cent is that in the current scenario
Indian promoters are very strong and
they do not want to extract value from
their investment at this nascent stage.
They may sell it in the future when they
have a sizeable valuation for their company,” the former Irdai official said.
According to insurance experts, this
move by the government to increase FDI
limit from 49 per cent to 74 per cent will
most likely benefit the small players,
where currently the Indian partner is not
able to bring in more capital to boost
growth. In such cases, the foreign partner
will have the opportunity to bring in more
capital and take control of the companies
so that they can compete with the big
boys.

Govt push to step
up vax output..
Inter-ministerial teams had recently visited the sites of two main vaccine manufacturers in the country to get their
inputs on how production can be ramped
up. After the visit, the government teams
reviewed and discussed plans with the
vaccine makers extensively.
The Centre is providing Rs 65 crore as
grant to re-purpose the Bengaluru facility
of Bharat Biotech to step up vaccine production.
Also,
Haffkine
Biopharmaceutical will receive Rs 65crore financial support. Haffkine had
sought 12 months’ time to set up the manufacturing facility that can make 20 million doses per month. The Centre has now
asked the Mumbai-based firm to expedite
the process and complete the capacity
creation within six months.
Indian Immunologicals Ltd (IIL) in
Hyderabad and Bharat Immunologicals
in Bulandshahr will also make 10-15 million doses per month by AugustSeptember.
The Department of Biotechnology is
implementing this to accelerate the development and production of indigenous
Covid vaccines. Under the mission, DBT
is providing financial support as grant to
vaccine manufacturing facilities for
enhanced production capacities.

