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U.S. Economy Grew 2% as Consumer 
Spending Rises: U.S. gross domestic 

product increased at a 2 percent annual rate 

from July through September, in line with 

economists’ forecasts, Commerce 

Department data showed. The pace was 1.7 

percent in the second quarter and 3.7 

percent in the first. 

Treasury 30-year bond yields climbed the 

most in 10 months in October as U.S. 

securities fell amid speculation that asset 

purchases by the Federal Reserve will 

reignite inflation.  

The gap in yields on 30-year Treasury 

Inflation Protected Securities and 

comparable U.S. bonds, the breakeven rate 

that indicates trader expectations for prices 

over the life of the securities, widened 

yesterday to the most in five months. A sale 

of five-year TIPS this week drew the first 

negative yield at a U.S. debt offering as 

investors speculated returns will be positive 

when inflation rises. The Fed meets Nov. 2-

3.            Source: Bloomberg 

 

Japan 'Totally Behind' in Fighting 
Deflation as Fed Gears Up: The Bank of 

Japan’s inflation forecast shows it won’t 

meet its own guidelines for price stability, a 

prediction that signals policy makers 

haven’t pumped enough cash into the 

economy. 

Government reports today reinforced signs 

of a worsening economy that indicate the 

Bank of Japan needs to do more, with 

September consumer prices and industrial 

production sliding more than forecast. 

Japan’s inflation-linked bonds signal 

investors don’t anticipate the nation will 

end deflation, with prices seen falling an 

average of about 0.78 percent in the next 

eight years.  

Government figures today showed that 

consumer prices excluding fresh food, the 

Bank of Japan’s preferred measure slid 1.1 

percent in September from a year before. 

Japan’s inflation-linked bonds, which pay 

investors more if consumer prices rise, yield 

more than nominal government securities, 

indicating investors expect deflation to 

continue.  

The eight-year so-called breakeven rate, or 

the yield that nominal bonds offer less than 

that for inflation-linked debt, was minus 

0.78 percent as of 9:03 a.m.  

Industrial production tumbled 1.9 percent 

in September from the previous month, a 

government report showed today, the 

biggest slide since February 2009.  

         Source: Bloomberg 
Focus on global currency pact turns to 

enforcement: Facing the risk of a 

dangerous trade war, top finance officials 

from the world's leading rich and 

developing nations looked each other in the 

eye and vowed they wouldn't use their 

currencies as economic weapons to boost 

exports.  

The agreement that the members of the 

Group of 20 reached the past weekend in 

South Korea, though vague on enforcement 

and long on promises, was hailed Monday 

by officials and analysts as a step forward in 

defusing tensions 

The United States, Europe and Japan, 

meanwhile, still want China's currency, the 

yuan, to strengthen at a much faster pace 

than Beijing has allowed. A weaker yuan 

helps make Chinese exports cheaper in 

world markets.  

  Source: GARP 
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Reserve Bank of India to ease cash 
shortage after share sales drain 

funds: India’s Central Bank said it will 

inject funds into the banking system to 

ease a cash shortage after the nation’s 

record share offering by state-owned Coal 

India Ltd. drained money.  

The monetary authority will conduct 

special repurchase auctions allowing 

banks to borrow from it at 6 percent, the 

Reserve Bank of India said in an e- mailed 

statement today. The overnight call 

money rate touched 12.25 percent today, 

the highest level since Nov. 1, 2008, 

indicating demand for cash pushed up 

interbank lending rates.  

”This will enable banks to plan their 

liquidity better,” said Saugata 

Bhattacharya, an economist at Axis Bank 

Ltd. in Mumbai. “The balance is far tipped 

to provide liquidity than worrying about 

inflation at this point.”  

Surplus cash in the banking system dried 

up as investors withdrew money to pay for 

the shares of state-owned Coal India, the 

world’s biggest producer of the fuel, at its 

initial public offering last week. Orders at 

the sale reached 15 times the stock 

available, helping the government raise 

152 billion rupees ($3.4 billion).  

             Source: Reuters 

Singapore Exchange to Trade ADRs 

for India, Taiwan, South Korea 

Companies: Singapore Stock Exchange 

Ltd, which is bidding for Australia’s ASX 

Ltd, plans to quote American depositary 

receipts of Indian, Taiwanese and South 

Korean companies by the first half of 

2011.  

The bourse, Asia’s second-largest publicly 

traded exchange by market value, will first 

build up trading volumes on the 19 

Chinese ADRs it started trading last week. 

          Source: Bloomberg 

SEBI allows bourses to shift to 

European-style options trade: Capital 

market regulator the Securities and 

Exchange Board of India (Sebi) has allowed 

domestic exchanges to introduce European 

style stock options, a move that is expected 

to boost volumes in these contracts. 

Currently, stock options on Indian 

exchanges are in the American style, which 

can be exercised during any time of the 

contract’s tenure.  With the introduction of 

European stock options, a buyer can 

exercise the contract only on the expiry day. 

Exercising an option means terminating a 

contract. European stock options eliminate 

the uncertainty an options seller faces in 

American contracts. 
         Source: economic times 
      

ACE Commodity Exchange launched: 
The Kotak Group-promoted ACE 

Commodity Exchange, launched as a 

national level commodity exchange today, 

has filed for four non-agri commodities for 

regulatory approval. 

The trading on the exchange, launched by 

Haryana Chief Minister Bhupinder Singh 

Hooda, ACE will offer futures trading in 

agricultural products like, channa, castor 

seed, soyabean oil, soyabean and rape seed. 

      

The bourse was earlier operating in the 

regional level as Ahmedabad Commodity 

Exchange. Kotak Group is the anchor 

investor of ACE Commodity Exchange with 

51 per cent stake, Haryana's Hafed has 15 

per cent and banks like Bank of Baroda, 

Union Bank and Corporation have over 14 

per cent stake. The rest is with the 

Ahmedabad Commodity Exchange 

members.    
                Source: economic times 
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Modern Retail has seen a significant growth in 
the past few years with large scale investments 
made by Indian corporate houses primarily in 
Food and Grocery retailing in a bid to capture 
the large potential of the USD 300 Billion 
market. Foreign apparel brands including luxury 
brands have set up shop in India through 
Franchisee/Joint Venture route and have 
expanded rapidly in the last few years. Multi-
brand retailing has currently been banned for 
foreign investment. For global retailers who 
have not been seeing large organic growth, India 
provides a lucrative market for them to grow 
their top line and profitability. Some global 
retailers are currently operating in India in the 
cash and carry (wholesale) format. Few retailers 
have been designing plans to start their Cash & 
Carry business to have a market presence and 
create brand awareness.  
 

FDI Policy 

      

      

      

      

      

      

      

      

      

      

    

    

    

      
 

The government in a series of moves has opened 
up the retail sector slowly to FDI. There were 
initial reservations towards opening up of retail 

sector arising from fear of job losses, 

procurement from international market, 
competition and loss of entrepreneurial 
opportunities. To evaluate the impact of 
international players on domestic markets, in 
1997 FDI in cash and carry (wholesale) with 100 
percent ownership was allowed. In 2006, 51 
percent investment in a single brand retail outlet 
was permitted. Since then retailing through 
franchisee route has been explored by several 
global brands.     

      

The debate around opening up of the sector is 
expected to include among other the key points 
around: 

• Entry in cities with population above 
one million. 

• Local sourcing requirements. 

• Mandatory investment in back-end 
operations. 

• Cash and carry model to support the 
local retailers to benefit from large scale 
sourcing. 

• Employment to rural youth to help spur 
employment growth for people who may 
be affected by this move.  

      
The push for proposed investment seems to be 
around creating an supply-chain infrastructure 
for agriculture to help alleviate the income levels 
of farmers and reduce wastage of crops which 
are currently pegged at about 30-40% of total 
produce.     

      

With the boom of the service sector and 
increased industrial output, the growth pace of 
Indian economy has spiralled in the last decade.  
 

 
This has set a sustainable platform for 
consumerism and rising per capita spend 
leading to an inclusive growth. Growing 
disposable income has led to increasing 

consumer aspiration, with easy access to 
consumer finance lending a source to achieve 
these aspirations and desires.   
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