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HYDERABAD: Indian visitors gather around Airbus aircraft scale models at the India Aviation 2016 airshow at Begumpet airport in Hyderabad. India yesterday announced a sweeping relaxation of foreign direct investment (FDI) rules
in civil aviation, defense and a string of other sectors as part of efforts to open up the economy. — AFP

NEW DELHI:  India announced yesterday
sweeping reforms to rules on foreign direct
investment, clearing the way for Apple to
open stores in the country and announcing
easier terms for investors in sectors ranging
from civil aviation to pharmaceuticals.

The move comes two days after central
bank governor Raghuram Rajan, a darling of
financial markets but under pressure from
political opponents at home, announced he
would not seek another term, a surprise move
that raised concerns about whether reforms
he set in motion would stall. “These changes
are fairly significant, particularly if you look at
them in the context of what happened over
the weekend with Governor Rajan’s decision
to step down,” said Shilan Shah, India econo-
mist at Capital Economics in Singapore.

“It might be the government’s way to illus-
trate its commitment to reforms and mitigate
any investor fallout.” Prime Minister Narendra
Modi hailed the changes to foreign direct
investment (FDI) rules, tweeting they would
make India “the most open economy in the
world for FDI” and provide a “major impetus to
employment and job creation”.

Modi, 65, has pitched to global business to
come and “Make in India” since winning power
two years ago. His government has touted a
29 percent rise in FDI to $40 billion in the fiscal
year to March as proof the policies are gaining
traction. Yet, with India ranking 130th in the
World Bank’s latest Ease of Doing Business
index, multinationals remain cautious amid
lingering concerns about bureaucratic red
tape and unpredictable tax officials.

The last time Modi loosened FDI rules was
after his nationalist party suffered a heavy
defeat in a state election last autumn. Some
companies welcomed the news, but others
and industry analysts said changes in several
industries appeared limited and the headline-
grabbing announcement was more about
seeking to wrest back control of the economic
narrative. For example, while the new rules
allow 100 percent FDI in civil aviation, invest-
ment by foreign airlines in domestic carriers
remains capped at 49 percent.

Another new rule allows foreign compa-
nies to invest up to 74 percent in ‘brownfield’,
or existing, pharmaceuticals projects without
government approval. But previous rules

allowed 100 percent foreign ownership if
government approval was obtained, and ana-
lysts doubted the change would have a big
impact.

The new rules, however, do offer relief for
single-brand retailers such as Apple and fur-
niture giant IKEA that are finding it tough to
meet India’s requirement for them to sell at

least 30 percent locally sourced goods. CEO
Tim Cook visited India last month on a mis-
sion to expand Apple’s presence in the
world’s fastest-growing smartphone market,
at a time when sales in the United States and
China have slowed.

Under the relaxed norms, Apple would
have three years to meet the sourcing rules
with an extension of another five years if its
products are judged “state-of-art” and “cut-
ting edge”. The new regime also seeks to
attract defense contractors hitherto reluc-
tant to transfer technology to India. They
would be able to own local operations out-
right, with government approval, up from a
cap of 49 percent previously - although
again some industry sources said this did not
mark a big change.

Saab, the Swedish defense and aerospace
company that recently re-pitched its Gripen
fighter jet to the Indian Air Force, welcomed
the announcement. “We think this is a very
good move and this decision by the govern-
ment only encourages us to start our business
in India,” said Robert Hewson, Saab’s Asia-
Pacific head of communications. — Reuters

India eases FDI rules as CB chief leaves
Way cleared for Apple, full foreign ownership in defense, civil aviation

MUMBAI: An Indian motorist riding past a wall bearing the image of the mascot for ‘Make
in India Week’ in Mumbai. — AFP

DUBAI: Stock markets in the Middle East
were mixed yesterday as Abu Dhabi’s bank-
led rally ended and Egypt continued its
descent, dragged down by tightening mon-
etary policy.

On Sunday Abu Dhabi’s index had
surged 4.7 percent as merger talks between
National Bank of Abu Dhabi and First Gulf
Bank ignited speculation about consolida-
tion in the sector, boosting bank shares. But
on Monday the speculation cooled and the
index pulled back 1.0 percent.

Shares in FGB retreated 3.4 percent, after
an 11.5 percent gain on Sunday. Abu Dhabi
Islamic Bank dropped 4.4 percent after ris-
ing 4.6 percent on the previous day. But
NBAD’s shares continued to climb and
added 4.4 percent, taking their gains over
two days to 20 percent.

Many investors have been assuming that
any share swap in a merger would favour
NBAD holders. Arqaam Capital suggested a
ratio of 1.15 NBAD for 1 FGB share, though
SICO Bahrain estimated 1.4-1.5 shares of
NBAD to 1 share of FGB. “We believe that
merger through share-swap agreement
between NBAD and FGB is the most realistic
option. Without the due-diligence report
and other details currently, we have limited
information to be conclusive,” said SICO.

Meanwhile Dubai’s index climbed 0.3
percent in low volumes with builder
Arabtec, the most traded stock, adding 1.5
percent. SAUDI ARABIA, EGYPT

Saudi Arabia’s index also gained 0.3 per-
cent in modest trading volume. Builder

Abdullah Al Khodari advanced 1.2 percent
on hopes the construction sector is due for
a surge in demand because of the 2.5 per-
cent tax on undeveloped urban commercial
and residential land approved by the cabi-
net late last week. The tax may push more
land out into the market where it can be
developed. But companies with large land
banks could lose; NCB Capital said in a note
that the tax would have a negative impact
on Dar Al Arkan, as annual fees on its cur-
rent land bank would be between 137 mil-
lion and 160 million riyals ($36.5 million and
$42.7 million). The stock fell 0.8 percent.

Egypt’s main index came off early lows
but closed down 1.8 percent at 7,204
points, breaking technical support on the
April and May lows of 7,276-7,327 points.
That triggered a complex head & shoulders
pattern formed by the highs and lows since
March and pointing down to around 6,700
points. Telecom Egypt (TE) dropped 2.1 per-
cent after the industry’s regulator said it
was selling 4G licenses under a long-await-
ed plan to reform the sector while letting
mobile operators, such as Vodafone Egypt,
offer fixed-line services, ending TE’s domi-
nation of the sector.

A note by Cairo-based Naeem Brokerage
said the competition in fixed-line licences
could be a cause of concern for Telecom
Egypt in the long run as the wholesale busi-
ness could take a hit. But Naeem continues
to rate the stock a “buy”. Vodafone Egypt,
which could now face more competition in
mobile, slumped 7.5 percent. — Reuters

WARSAW: Chinese President Xi Jinping
drummed up investment and trade with Poland
yesterday as the European Union’s largest east-
ern economy eyes financing by the Asian giant.
Xi and Polish President Andrzej Duda inked a
broad strategic partnership deal on political and
economic cooperation, part of Beijing’s much
vaunted efforts of establishing land and sea links
for European trade, known as the “Belt and Road”
policy. Poland is China’s largest trade partner in
eastern Europe and in 2015 bilateral trade
reached $17.1 billion (15.2 billion euros), accord-
ing to Chinese figures. 

But there is a chronic imbalance in favour of
Beijing and Warsaw’s main objective is to change
that. Xi on Monday urged Poland to “fully take
advantage of its position as a founding member
of the Asian Infrastructure Investment Bank”
(AIIB) to do business. Launched by China in
January, the AIIB includes several European
countries among its members but the United
States and Japan declined to join. It is viewed by
some as a rival to the World Bank. 

Calling the AIIB the “world’s largest invest-
ment fund”, Polish deputy prime minister
Mateusz Morawiecki told reporters that Warsaw
was discussing “massive investments” with
Beijing. “It is certainly still too early to say we’ve
reached some kind of conclusion,” he said,
revealing only that “multi-billion sums” were
involved.

New Silk Road 
The intensification of ties with Beijing is root-

ed in Warsaw’s “need for capital and export mar-
kets beyond Europe, because of the upcoming
decrease in EU funds and saturation of the
European market,” said Justyna Szczudlik, an ana-

lyst with the Warsaw-based Polish Institute of
International Affairs. The sides also concluded
other lower level bilateral deals, including boost-
ing Polish food products, notably apples, on the
Chinese market. 

The Chinese are interested in Polish food
products, electronics, renewable energy technol-
ogy, auto manufacturing and white goods. But a
2014 Chinese ban on Polish pork, imposed after
an outbreak of African swine fever, remains
intact. Xi, who is on a three-nation tour, and
Duda will attend the New Silk Road Forum 2016,
an international trade fair bringing together
Chinese and European entrepreneurs.

Poland’s deputy development minister
Radoslaw Domagalski said Warsaw was prepared
to set up special investment zones “as gateways

for Chinese capital into Poland.” A nation of 38
million people, Poland remains one of the EU’s
most vibrant economies, clocking uninterrupted
annual growth since it shed communism in 1989.
GDP is set to expand by around 3.7 percent this
year and next. 

Chinese been slow to invest 
Poland wants to use the “train connection

between the town of Lodz in central Poland with
Chengdu in Sichuan province to export to China
more Polish agricultural products” like milk, meat
and apples, Professor Bogdan Goralczyk, an
expert at Warsaw University, told AFP. Xi and
Duda will meet a freight train rolling into the
Polish capital from China on Monday after a 13-
day trip from Chengdu.

Trains began running between China and
Poland in 2013. The journey lasts 11-14 day, a
fraction of the 40-50 day transit by sea. The rail
link-one of the world’s longest-is part of China’s
“new silk road”, touted as a revival of the ancient
Silk Road trade route.

Chinese activity in central and eastern Europe
is rooted in the “16+1 Forum” for cooperation
between 16 ex-communist eastern European
states and China, launched in 2012 in Warsaw.

At the time, Beijing vowed to commit a total
of $10.5 billion in credit lines and funds to
boost economic ties with the region, but ana-
lysts say the capital injections have been slow
to materialise.

According to Poland’s PAIZ foreign invest-
ment agency chief Bartlomiej Pawlak there are
currently around 900 companies with Chinese
capital registered in Poland, but he admits that
so far, there has been a “lack of spectacular
Chinese investment”. — AFP
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WARSAW: China’s President Xi Jinping (left)
and his Polish counterpart Andrzej Duda
shake hands after signing a cooperation
treaty between China and Poland in the pres-
idential palace in Warsaw yesterday.  —AP 


