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NEW DELHI:  India’s parliament is unlikely to
approve a landmark tax shakeup in its cur-
rent sitting, a new setback for Prime Minister
Narendra Modi’s reform agenda that makes
it harder to meet a deadline to launch the
new levy by next April.

Failure to pass the bill for a nationwide
goods and services tax (GST) in the “mon-
soon” session will further erode investor con-
fidence, already hurt by the slower-than-
expected progress on economic transforma-
tion since Modi took office a year ago.

The opposition Congress party has dis-
rupted the upper house of parliament every
day of the current session, which ends on
Aug. 13, in protest at alleged corruption

linked to the ruling Bharatiya Janata Party.
Senior members said that in its present

form the party will not support the GST bill,
which is a constitutional amendment and
requires a two-thirds majority to become
law. In the upper house, Congress and allies
control more than a third of votes.

The cabinet on Wednesday approved a
minor amendment to the bill suggested by a
select committee but did not address
Congress’ main issue - a 1 percent additional
levy that businesses warn undermines the
spirit of the tax. 

“If the government wants Congress sup-
port for the GST it should accommodate our
suggestions,” Anand Sharma, Congress’

deputy leader in the upper house told
Reuters.

His sentiments were echoed by Congress
veteran Mani Shankar Aiyar, who sat on the
select committee.

The GST seeks to turn India into a com-
mon market, harmonising a slew of state and
central levies into a national sales tax.
Finance Minister Arun Jaitley calls it the
biggest reform since independence in 1947
that could add up to two percentage points
to overall economic growth.

Parliament’s approval will set in motion
steps towards a rollout of the new tax but
several more hoops must be passed before it
can be implemented. Officials say it will take

at least six months for India to be ready for
its formal launch.

“Any further delay will make it be very
tough to meet the April 1 deadline,” said
Rashmi Verma, a senior official in the finance
ministry’s revenue department. “We can still
meet the deadline, but it will be a very tough
ask.”

Months of parliamentary opposition
forced Modi to focus on the GST in this ses-
sion, scaling back earlier ambitions to make
progress on land and labour reforms before
Aug. 13.

On Thursday, Jaitley implored Congress to
help pass the tax bill. “These kinds of disrup-
tions hurt the economy,” he said. — Reuters

Political gridlock holds up India’s landmark tax reform

TOKYO: People wait to cross a street in front of an electronic stock indicator of a securities firm in Tokyo, yesterday.
Chinese stocks fell again Thursday while other major global markets rose after the US Federal Reserve left interest rates
unchanged at a record low. — AP

Dollar up on Fed rate talk, 
Asia markets mostly rise

Mood on global markets a little more upbeat
HONG KONG: The dollar pushed higher
yesterday after the Federal Reserve
upgraded its outlook on the US economy,
fuelling talk of a September interest rate
hike, while Asian shares were mostly up
after a Wall Street rally. With the mood on
global markets a little more upbeat than at
the start of the week, oil prices edged up
although concerns over a supply glut are
keeping a lid on rises.

Tokyo jumped 1.08 percent, or 219.92
points, to 20,522.83 as the yen weakened
against the greenback and top firms
including Nintendo reported strong earn-
ings. Sydney rose 0.81 percent, or 45.3
points, to close at 5,669.5 thanks to a pick-
up in iron ore prices.

Shanghai suffered a late sell-off to end
2.20 percent lower, dropping 83.40 points
to 3,705.77, while Hong Kong followed the
losses to close down 0.49 percent, or
121.47 points, at 24,497.98.

Seoul dropped 0.91 percent, or 18.59
points, to 2,019.03, hurt by selling in
heavyweight Samsung Electronics after it

reported disappointing earnings.
After a two-day policy meeting, the Fed

said in a statement that the world’s top
economy had expanded “moderately” in
recent months and the jobs market had
strengthened, but it noted continued
“soft” business investment and exports. 

It also said inflation was below target,
though it put much of that down to falling
energy prices and to cheaper imports
caused by the strong dollar.

While it gave no more clues about its
plans for raising interest rates, analysts
said the wording suggested September
was now a strong possibility for a rate rise.

On Wall Street, the Dow rose 0.69 per-
cent, the S&P 500 gained 0.73 percent and
the Nasdaq advanced 0.44 percent. The
gains were the second in a row after US
stocks suffered a five-day losing streak.

“The Fed statement was similar to the
last and it was a very modest upgrade to
previous language,” said Raiko Shareef, a
markets strategist at Bank of New Zealand
in Wellington.

Samsung woes 
“That will  make the two following

employment reports we get more impor-
tant, and strong results would support our
view of a September liftoff,” Shareef told
Bloomberg News. Economist Chris Low of
FTN Financial added that minor changes in
the language showed that “the past six
weeks data pushed the (policy committee)
a little closer to raising rates”. 

“But they are still waiting for more
good news before they actually pull the
trigger,” he said.

The chances of an earlier rate rise lifted
the dollar. In Tokyo trade it fetched 124.20
yen, compared with 123.91 yen in New
York. The euro bought $1.0955 and 136.02
yen against $1.0990 and 136.19 yen in US
trade. Seoul was dragged down by
Samsung, which tumbled 2.85 percent in
morning trade after releasing second-
quarter earnings showing net profit
dropped 8.0 percent owing to weak sales
of its flagship S6 smartphone.—AFP

China shares slide
as banks investigate

market exposure
HONG KONG/SHANGHAI:  China shares fell again yesterday
after a report that banks were trying to get to grips with their
financial exposure to the stock market slump in June, added
to a pall of uncertainty for investors.  Concerns about the level
of borrowing to fund market positions have been magnified
by the grey market - a loosely regulated network of state-
owned commercial banks, trust companies, fund managers,
and grassroots finance firms.  If banks decide to rein in their
exposure to the stock market, it could squeeze a line of credit
for potential buyers and so undermine confidence in a price
recovery.  The benchmark CSI300 index of the largest listed
companies in Shanghai and Shenzhen closed down 2.9 per-
cent, while the Shanghai Composite Index closed down 2.2
percent.

Still, the performances were relatively calm compared with
Monday, when stocks dropped more than 8 percent for their
biggest one-day drop since 2007. Analysts have struggled to
identify a single clear reason for the day’s tumble.  Chinese
authorities have scrambled to steady the rollercoaster stock
markets this year. Share prices more than doubled in the six
months to May, before crashing in June by more than a third.

Marshall Mays, director of Emerging Alpha Advisors, a fund
management company in Hong Kong, said he expected
Beijing to adopt a “whatever it takes” policy to underpin the
stock markets. “The CCP cannot allow prices to collapse,” he
said, referring to the Communist Party.

Politburo vows action
China’s Politburo, a decision-making body of the

Communist Party, promised to step up targeted adjustments
of economic policy to foster stable growth in the world’s sec-
ond-largest economy, local media said on Thursday - adding
to a series of statements lately that could point to more policy
easing at any time.

In a rare acknowledgement of the growth challenges faced
by China, state radio quoted the Politburo as saying the coun-
try had yet to find new drivers to power its economy at a time
when old engines were flagging.

To ensure the Chinese economy can sustain a “reasonable”
pace of growth, the Politburo reiterated the government’s line
that it would keep economic policies broadly stable, while
increasing targeted adjustments.

Citing unidentified bank officials, the China Securities
Journal said Chinese banks had been checking their exposure
to the stock market via wealth management products and
loans collateralised with shares.

Banks have been a major source of lending to the grey
market for stock investors but the pace of the stock market fall
in June may have put their money at risk, analysts said.
Monday’s shock drop jolted markets, and traders said many
investors are now waiting on the sidelines to see if prices sta-
bilise before they will buy shares again. The exact reason for
the fall remains a mystery.

One explanation may come from money markets.
Authorities had pumped a net 85 billion yuan ($13.7 billion)
into money markets at the end of June, just as they were try-
ing to stop a free-fall in share prices.

Stocks stabilised, but then the central bank began cau-
tiously draining funds and short-term borrowing costs crept
higher. On cue, stocks tanked on Monday. — Reuters


