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GUWAHATI: Indian fishermen prepare their fishing net on the Brahmaputra River in Guwahati yesterday. India pledged to spend $5.2 billion to double the income of struggling farmers. — AFP

NEW DELHI: India unveiled a fire-fighting
budget yesterday that seeks to win back sup-
port among rural voters for Prime Minister
Narendra Modi’s government and sustain
growth against a grim global backdrop - all
without borrowing more.

Finance Minister Arun Jaitley’s third budget
marked a strategic shift by addressing rural
distress in a country of 1.3 billion, where two-
fifths of families rely on farming and are reel-
ing from two years of drought. At the same
time it hiked public investment in India’s woe-
ful infrastructure by 22.5 percent, while taking
further steps to revive corporate investment
that Modi needs to create new jobs for India’s
burgeoning workforce. “We have a shared
responsibility to spend prudently and wisely
for the people, especially for the poor and
downtrodden,” the 63-year-old finance minis-
ter told lawmakers in his 100-minute address.

India holds several state elections this year,
including in the farming state of West Bengal,
with the country’s most populous state, Uttar
Pradesh, going to the polls in 2017. A strong
showing will be vital to Modi’s chances of a
second term. Despite commanding a large
majority in parliament’s lower house, Modi’s
government has failed to pass several key

measures since sweeping to power almost two
years ago, raising doubts over the impact of its
reform agenda. Jaitley called Asia’s third-
largest economy a bright spot in a gloomy
global landscape, and reiterated a forecast
that it would grow by 7.6 percent in the fiscal
year that is drawing to a close. But, despite
hefty commitments on rural welfare and
health, Jaitley managed to stick to his fiscal
deficit target of 3.5 percent of gross domestic
product for the 2016/17 fiscal year that starts
on April 1 - a pledge that may open the way
for an early interest rate cut by the Reserve
Bank of India.

“At first sight, it’s a good budget, a fire-
fighting budget,” said Amitabh Dubey, director
of India research at Trusted Sources. “Rural
demand is weak, private investment is dead in
the water and, of course, we have a banking
crisis,” he added.  “They’ve announced some
ease-of-doing-business-measures that are
positive. But, in other ways, it’s a classic tax-
and-spend budget.”

INDIA SHINING?
Modi’s change of course seeks to prevent a

repeat of the fate of the last government led
by his nationalist Bharatiya Janata Party (BJP),

whose relentless optimism - summed up by its
“India Shining” slogan - grated with voters
who dispatched it after one term in 2004.
Jaitley reeled off a list of $16 billion in meas-
ures targeted at the countryside, including
spending on a job creation scheme, farmers’
welfare and building of rural roads.

He also targeted a total of $130 billion in
credit to farmers. “These steps will help our
millions of farmers recover from the rough
patch they have been going through,” said
Yoginder K.  Alagh, a farm expert and former
planning official. The government will also
allocate $32 billion for infrastructure develop-
ment in 2016/17, an increase of 22.5 percent
from last year, building 10,000 km of new
national highways and upgrading another
50,000 km. Those spending pledges leave
scant cash over to recapitalise a state banking
sector weighed down with bad loans to a cor-
porate sector that itself is struggling under a
heavy debt burden.

Jaitley announced a capital injection of just
$3.6 billion into public sector banks in the
coming fiscal year - a fraction of total needs
that his economic adviser, Arvind
Subramanian, estimated at $26 billion in his
pre-budget report. “The banking sector has a

major role to play in spurring private invest-
ment, which is lacking and without which an
all-round economic revival is not a possibility,”

said Milind Kothari, head of direct tax at BDO
India in Mumbai.

Jaitley promised a one-time disputes reso-
lution process for back-tax claims that have hit
foreign investors like Vodafone . But he also
hiked taxes on new cars and tobacco prod-
ucts, and imposed a new tax on large dividend
payments - all measures that will hit India’s
growing middle class.

“Despite our disappointment on the tax on
cars, I see no reason for the mayhem in the
market,” Anand Mahindra, chairman of
Mahindra Group said on Twitter. “The call for a
shift to investment in general infrastructure
such as highways has also been answered.
And fiscal targets have been maintained.”

Financial investors gave Jaitley’s budget a
cautious thumbs up, with the rupee, bonds
and stocks buoyant. Ratings agencies also
gave their cautious backing to a spending
package that produced no nasty surprises on
the borrowing side.

“What we’ve heard is largely in line with the
current rating and the current outlook,” said
Atsi Sheth, Associate Managing Director,
Sovereign Risk Group, Moody’s Investors
Service, which rates India at “Baa3”, its lowest
investment grade rating.  — Reuters

India unveils ‘populist’ budget to woo voters
Fiscal deficit at 3.5% of GDP • $16bn in rural aid, $130bn in farm credit 

NEW DELHI: Indian Finance Minister Arun
Jaitley poses for media representatives prior
to presenting The Union Budget at Parliament
House in New Delhi yesterday. — AFP

DUBAI: Middle Eastern online retailer
Souq.com has raised $275 million from a
funding round with investors to support
its future growth, it said yesterday, in the
largest-ever fundraising in the region’s e-
commerce space.

The Middle East’s technology sector,
including e-commerce, is growing rapidly
due to the region’s young and tech-savvy
population. Kuwait, Saudi Arabia and the
United Arab Emirates are in the top seven
worldwide for mobile phone penetration.
Souq.com, which sells consumer elec-
tronics, fashion and household goods
among others, said investors participat-
ing in the funding round included Tiger
Global Management, Naspers , Standard
Chartered Private Equity, International
Finance Corporation and Baillie Gifford.
Chief Executive Ronaldo Mouchawar
would not be drawn on the make-up of
the current shareholder base. However,
he said no shareholder had a majority in
the company and Naspers and Tiger
Global Management had also invested in
previous funding rounds.

In a separate statement, Standard
Chartered Private Equity said it had
invested $50 million in Souq.com for a
minority stake. It did not specify the stake
size. Having used cash from previous

fundraisings to build up its infrastructure,
Mouchawar told Reuters the new money
would support the growth of its product
offering, development on mobiles, as well
as logistics, including its last-mile delivery
and payment services.

The slow development of online pay-
ment services in the region has a major
drags on the region’s e-commerce sector,
with the majority of online purchases still
cash on delivery.

Souq.com mostly serves customers in
Saudi Arabia, UAE and Egypt but last year
began delivering to customers in Oman,
Qatar and Bahrain. Looking at ways to
service Kuwait from its Dubai hub would
be part of its future plans, according to
Mouchawar. “The region has many coun-
tries, one language, one culture, but you
need to get your logistics in order to
make sure you serve the whole region
and not just one area.”

The Middle East e-commerce mar-
ket was expected to be worth $20 bil-
lion in 2016, the company said. The
company had made small acquisitions
and would continue to seek out further
opportunities, Mouchawar said, adding
a stock market  l i s t ing was  not  an
immediate plan as it focuses on grow-
ing the business. — Reuters

DUBAI: Stock markets in the Middle East ended
mixed yesterday as local traders chased after small
and mid-cap stocks in the United Arab Emirates,
while Saudi Arabia, Egypt and Qatar gave up early
gains as investors booked profits. Riyadh’s index
initially rose as much as 1.0 percent as the banking
sector gained, but then pulled back as traders
cashed out of speculative stocks and the petro-
chemical sector.  The index ended almost flat at
6,093 points, failing to break technical resistance
on the early February and end-January peaks of
6,056-6,099 points.

Saudi Basic Industries, the petrochemical
giant, retreated 1.0 percent. But banking stocks
remained resilient with Samba Financial jumping
5.1 percent and Saudi British Bank adding 2.2
percent. On Sunday, the central bank announced
a housing mortgage scheme under which the
government would guarantee 15 percent of pay-
ments; if it proves successful, the program could
boost business for banks.

Although day traders chasing quick profits
weakened the Saudi market yesterday, Gulf
bourses are starting to see more long-term
investors returning to buy back beaten-down
stocks amid signs that oil prices may have bot-
tomed out, with Brent crude futures trading over
$35 a barrel yesterday.

The latest monthly Reuters survey of Middle
East fund managers, published yesterday, showed
43 percent said they expected to boost their alloca-

tions to Saudi stocks - the highest figure since
February 2015. Only 7 percent anticipated reduc-
ing allocations. In Qatar, the main index fell 0.4 per-
cent after trading up as much as 0.5 percent. A sell-
off in blue chips was the main drag with Islamic
lender Masraf Al Rayan dropping 3.0 percent.

Similarly, Egypt’s main index did not hold onto
early gains and closed 0.2 percent lower. Orascom
Telecom , the most heavily traded stock, fell 1.7
percent after initially rising the same percentage.
OTMT’s subsidiary Beltone Financial signed a share
purchase agreement on Sunday with Commercial
International Bank to buy CIB’s investment banking
arm CI Capital.  Beltone jumped 9.9 percent yester-
day while CIB closed down 0.3 percent.

Yields on Egypt’s three-month and nine-month
treasury bills rose sharply at an auction on Sunday,
signalling expectations for an interest rate rise
next month. Global Telecom, one of foreign
investors’ favoured Egyptian stocks, fell 1.0 percent
to 2.06 Egyptian pounds after hitting a session
high of 2.10 pounds.

DUBAI, ABU DHABI
After trading down in the first hour, Dubai’s

index jumped 2.0 percent to 3,240 points, breaking
technical resistance on the late December peak of
3,189 points. This confirmed a reverse head &
shoulders pattern formed by the highs and lows
since December, and pointing up to around 3,600
points. Builder Arabtec surged its daily limit and

jumped 14.3 percent to 1.44 dirhams in its volume
since June 2009. The stock is now up 38.0 percent
from its January low and its next chart resistance is
on the 200-day average, at 1.78 dirhams.

Buying was triggered by exchange data show-
ing former chief executive Hasan Ismaik’s stake had
risen to 11.91 percent from 11.81 percent. It was
not clear whether this was due to buying by Ismaik
or simply a technical adjustment to the data, per-
haps due to the consolidation of shares previously
listed under another name, as sometimes occurs in
United Arab Emirates markets. Ismaik could not be
reached to comment. Amlak Finance also saw its
heaviest turnover since 2009; shares in the mid-
sized finance firm rocketed 12.8 percent after it
reported that net profit attributable to equity hold-
ers jumped 130 percent.

“Now it is about momentum trading in select
stocks,” said Muhammed Shabbir, head of equities
funds at Dubai-based Rasmala. The momentum
trade was also seen in Dubai Financial Market , the
only listed exchange in the Middle East. Volume
reached a level last seen in June 2015; the stock
jumped 7.8 percent, and is now up 36.0 percent
from its mid-January low. Abu Dhabi’s stock index
rose 1.8 percent after intially trading down. Volume
was concentrated in small and mid-tier shares such
as Eshraq Properties, up 5.5 percent. Blue-chip
banks, which were dormant in the first hour of
trade, also helped lift the bourse with First Gulf
Bank surging 3.2 percent. — Reuters
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