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NEW DELHI: The rupee’s plunge to a record
low has worried a wide cross-section of India’s
society: companies, importers, those going on
vacation and students planning to study over-
seas. But if the weakness persists, Prime Minister
Narendra Modi’s job could become a lot harder
just before big state and national elections. India
is a big buyer of everything from crude oil and
electronics to gold and edible oil, and its import
bill was expected to cross $600 billion in the fis-
cal year ending in March 2019, from about $565
billion in the previous year.

The 9.3 percent fall in the rupee this year has
already led to a surge in local prices of goods
with an imported component. July was the ninth
straight month in which India’s inflation was
higher than the central bank’s medium-term tar-
get of 4 percent. The currency fell to a fresh low
of 70.40 to the dollar on Thursday. “The sharp
rupee depreciation has come as a shock for us,”
said Kamal Singh, 50, a senior government offi-
cial in Delhi visiting family in the United States.
“Now I will have to spend at least 10,000 ru-
pees ($143) more on travel.”

Modi’s Bharatiya Janata Party (BJP) considers
urban middle-class Indians a key voting bloc, the
segment most affected by the rupee deprecia-
tion. The opposition Congress party has blamed
the government’s policies for the rupee slump
and called it an indication of weakness in the
economy. Most political analysts agree that
Modi does not yet face a significant challenge,
but believe he will be hard put to repeat the
BJP’s sweep of the 2014 general election. Be-

sides the next general election due by May, three
big BJP-ruled states in India’s heavily populated
northern plains go to the polls over the next four
months. Satish Misra, senior fellow at the Ob-
server Research Foundation in New Delhi, said

although the rupee slide was a result of several
factors, it was affecting the image of the Modi
government. “As prices shoot up and products
become costlier, the middle class will begin to
get angry,” Misra told Reuters. “Since the middle
class is the opinion maker, the BJP will suffer
electorally.” The government has said the depre-
ciation is due to the economic woes in Turkey
that has dragged down currencies of emerging
market countries around the world.

“Recent developments relating to Turkey
have generated global risk aversion towards
emerging market currencies and the strengthen-
ing of the dollar,” said senior cabinet minister
Arun Jaitley. “However, India’s macro fundamen-
tals remain resilient and strong. Developments
are being monitored closely to address any sit-
uation that may arise in the context of the un-

settled international environment.” The rupee
fall, however, benefits exporters such as software
companies. The Thomson Reuters India IT Serv-
ices & Consulting share index, which includes
top Indian firms such as Infosys , Tata Consul-
tancy Services, Wipro and HCL Technologies
Ltd, has risen about 31 percent this year. Indian

companies which have raised funds overseas are
worried about the rise in servicing costs. The
country’s external debt rose to $530 billion at
the end of March, out of which nearly 42 percent
constituted debt maturing by March 31. Several
companies have said the rupee’s slide will hit
their margins.  — Reuters

If rupee slump persists, 
it can hurt India’s Modi

Rupee hits all-time low of 70.40 against dollar

China to widen foreign
access to A-shares
SHANGHAI: China’s securities regulator said it will allow individual
foreign investors working in the country to buy and sell yuan-domi-
nated Chinese A-shares, the latest incremental step by Beijing to
widen access to its long-cloistered equities markets. The change
would go into effect on September 15 and also applies to foreign em-
ployees of Chinese-listed companies who are working for those firms
outside the country, the China Securities Regulatory Commission
(CSRC) said in a statement issued late Wednesday. 

Previously, foreign access to Chinese stocks has been largely
through B-shares, which are denominated in foreign currencies and
geared toward international investors, while only qualified foreign in-
stitutional investors could buy into the larger pool of A-shares. But a
number of steps in recent years have widened the door, including the
establishment of programs under which international investors on
Hong Kong’s more open stock market can buy some shares on China’s
exchanges in Shanghai and Shenzhen, and vice-versa. 

A similar connection between London’s exchange and the mainland
Chinese bourses also has been proposed. In June more than 200 Chi-
nese companies debuted on the emerging market index compiled by
MSCI, which is expected to lead to billions of dollars of new invest-
ment in those Chinese shares by global funds that match their port-
folios with MSCI’s indices. The CSRC said the move was being taken
to “deepen the opening up of the capital market, enrich the investment
sources in the capital market, broaden channels for capital access, and
optimize the structure of the capital market.”  — AFP

Inflation could 
rise because of 

costlier imports 

In Chinese port 
city, Toyota lays 
foundation to 
ramp up sales
BEIJING: Toyota Motor Corp is likely to make 120,000 more
cars a year in the Chinese port city of Tianjin as part of a
medium-term strategy that’s gathering pace as China-Japan
ties improve, said four company insiders with knowledge of
the matter. The Japanese auto maker’s plan to boost annual
production capacity by about a quarter in the port city will
lay the foundation to increase sales in China to two million ve-
hicles per year, a jump of over 50 percent, the four sources
said. The Tianjin expansion signals Toyota’s willingness to start
adding significant manufacturing capacity in China with the
possibility of one or two new assembly plants in the world’s
biggest auto market, the sources said. Car imports could also
increase, they said.

The move comes at a time when China’s trade outlook with
the United States appears fraught and uncertain. Toyota plans
to significantly expand its sales networks and focus more on
electric car technologies as part of the strategy, the sources said,
declining to be identified as they are not authorized to speak to
the media. Toyota sold 1.29 million vehicles in China last year
and while sales are projected at 1.4 million this year, “capacity
constraints” have restricted stronger growth, the sources said.

Toyota’s manufacturing hub in Tianjin currently has the capacity
to produce 510,000 vehicles a year, while Toyota as a whole,
between two joint ventures, has overall capacity to churn out
1.16 million vehicles a year. Manufacturing capacity numbers
provided by automakers are called straight-time capacity with-
out overtime. With overtime, a given assembly plant can pro-
duce 20 to 30 percent more than its capacity. According to two
Tianjin government websites last week, Toyota has been given
regulatory approval by the municipal government’s Develop-
ment and Reform Commission to pursue its expansion.

The two websites - including the official website for the
Tianjin development district where Toyota’s production hub is
based - said the Japanese automaker plans to expand its Tian-
jin base to be able to manufacture 10,000 all-electric battery
cars and 110,000 so-called plug-in electric hybrids annually.

It wasn’t immediately clear when Toyota will be able to start
producing those additional cars. A Beijing-based Toyota
spokesman declined to comment. The Tianjin facilities, which
produces cars such as the Toyota Corolla and Vios cars, are
owned and operated by one of Toyota’s joint ventures in China.
The venture with FAW Group Corp in Tianjin plans to invest
1.76 billion yuan ($257 million) for the expansion, according
to the two Tianjin websites. China is sometimes a market dif-
ficult to operate for Japanese companies because of historical
reasons. In 2012, cars sold by Toyota and other Japanese au-
tomakers were battered when protests erupted across China
after diplomatic spats over disputed islets known as Diaoyu
in China and Senkaku in Japan. Since then, Toyota has empha-
sized steady growth rather than taking on risky expansion
projects. According to the four sources, Toyota’s attitude to-
wards China began changing markedly after an official visit to
Japan by Chinese Premier Li Keqiang in May.  — Reuters

NEW DELHI: Indian Prime Minister Narendra Modi greets schoolchildren after his speech as part
of India’s 72nd Independence Day celebrations, which marks the 71st anniversary of the end of
British colonial rule, at the Red Fort in New Delhi. — AFP 


