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Recent Political Highlights 
 India recently went through the world’s largest democratic exercise in the form of the general elections. Approximately 554 

million people voted to select 543 members of parliament. Narendra Modi and his Bharatiya Janata Party’s (BJP) victory did not 
come as a surprise for the majority of analysts; further good news for the prime minister was that his party secured just above 
half of the seats in the lower house of parliament. The prime minister faces the challenge of taming India’s runaway inflation 
and providing jobs for the country’s more than 400 million youth. In its most recent report the International Labour 
Organisation (ILO) states that unemployment in India in the last two years has exhibited a rising trend, additionally the latest ILO 
estimates places India’s unemployment rate at approximately 3.8% this year. Successive governments in recent years have 
faced the same challenge of tackling India’s high inflation which has weakened the local currency’s purchasing power and 
impacted consumer demand. 

 Business Monitor International recently upgraded their short-term and long-term political risk ratings due to India’s improved 
outlook as a result of the BJP win in May. BMI cited increased unity within the cabinet, positive changes in policy direction and a 
reduction in security threats and constraints from both internal and external groups as reasons for the ratings upgrade. 

 Chancellor George Osborne and Foreign Secretary William Hague began a two day trade mission to India after the general 
elections; they are among the latest foreign leaders to visit India. Their purpose is opening up investment for UK firms in India’s 
defence and infrastructure sectors and attracting Indian investment to Britain. Investors are optimistic about the future growth. 
Other high profile leaders who recently visited the country include the French foreign minister, Russia’s deputy prime Minister 
and China’s foreign minister. 

 
Recent Economic Highlights 
 India has a population of 1,236,344,631 and a 62.8% literacy rate. It is the world’s largest democracy and the world’s second 

largest country. Poverty in the country’s poorest states is almost four times higher than those in advanced states. The country 
faces the challenge of poor infrastructure and needs quality roads, reliable electricity supply and new ports if it wants to speed 
up growth.  

 The Organization for Economic Cooperation and Development indicated that economic growth in India will likely strengthen in 
the coming months. The election of Narendra Modi as prime minister has led to an improved outlook. India’s leading indicator 
compiled by the OECD rose for the second consecutive month in May suggesting the possibility of a faster return to growth. The 
IMF projects 2014 growth and inflation of 5.4% and 8% respectively. GDP rose by 4.7% in fiscal year 2013-14 ending March 
2014. 

 India’s finance minister Arun Jaitley presented his budget on the 10th of June in which he vowed to increase economic growth to 
7 or 8 percent within the coming three years and to limit the budget deficit target at 4.1% of GDP for 2014/2015. The limits for 
which foreign investors can hold stakes in the defence and insurance industries were also raised to 49% from 26%. The minister 
also provided 2014/2015 growth estimates of 5.4%-5.9% (y-o-y). On the expenditure front 70.6 billion rupees ($1.1 billion) has 
been allocated to create 100 “smart cities”, 134.5 billion rupees ($2.2 billon) will be injected into state-run banks in 2014/2015, 
100 billion rupees ($1.6 billion) has been set aside to provide capital for start up companies and 378 billion rupees ($6.2 billion) 
was proposed to invest in national and state highways. 

 The country has seen positive growth in the services sector as new business increased. Markit/HSBC’s Purchasing Managers' 
Index jumped to 54.4 in June from 50.2 the previous month. This saw the index rise at the fastest rate in four years (month-on-
month). 

 A large portion of the budget is comprised of subsidies. In India’s 2013-2014 budget spending on food, fertiliser, fuel and other 
subsidies made up 15% ($41 Bn) of the total budget. If subsidies were to be lowered the fiscal deficit would narrow. Fiscal 
deficits result from the large population and low capita income levels which limits the government’s tax revenue while 
increasing pressure to boost subsidies. 
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GDP Composition, value added (% of GDP) 
 

 2010 2011 2012 2013 
Agriculture 18 18 18 18 
Industry 27 27 26 25 
Services 55 55 56 57 

 
Source: The World Bank 
 

 On the medium term economic outlook IHS states the following “the economy should regain momentum in the medium term, 
but the growth rates achieved in the last decade might still be out of reach. The formation of a new stable pro-reform 
government following the general elections in May 2014 brings back the prospects of India’s economic revival, although the 
implementation of structural policy reforms remains a key to the future growth. Even including three years of well-below-trend 
growth, the economy has the potential to keep advancing at rates above 7% over the medium-to-long term, thanks to favorable 
demographics and abundant labor, strong exports potential and greater contributions from the service and construction 
sectors. However, in order to bring the economy back on track and fully realize this potential, India will have to speed up 
investment, liberalize its inflexible stiff labor market, eliminate wasteful subsidies and diversify from IT-enabled services into 
value-added manufacturing and financial services.” 

 The government has begun the construction of about 50,000 MW of thermal and hydro power capacity. Several nuclear power 
plant projects are also in the construction phase and some have already started generating power. Government has liberalised 
foreign direct investment policies in telecommunication, civil aviation, pharmaceuticals, power trading exchange and multi-
brand retail. 

 A 2014 report by the United Nations Conference on Trade and Development shows that foreign direct investment to India 
increased to $28 billion in 2013 from $24 billion the previous year. However India’s ranking as the most favoured FDI destination 
dropped slightly compared to 2013. 

 India dropped three spots in the most recent Doing Business ranking (DB 2014), falling to 134th place of the 189 economies 
reviewed. The greatest declines were seen in “Getting Credit (-4)” and “Trading across Borders (-3)”. The greatest improvement 
was in “Paying Taxes (+13)” and “Dealing with Construction Permits (+1). 
 

Latest Trade Developments 
 

SA EXPORTS TO INDIA (TOP 5) 
2012 2013  
Mineral Products R 20,131,731,609 Mineral Products R 18,255,557,647 

Products iron & steel R 5,816,802,094 Products iron & steel R 4,873,824,413 
Chemicals R 1,722,980,787 Chemicals R 2,394,291,977 
Machinery R 936,310,919 Machinery R 1,027,768,952 

Precious metal R 549,384,029 Wood pulp & paper R 801,649,263 
 
 Major exports from India: petroleum products, precious stones, machinery, iron and steel, chemicals, vehicles, apparel 
 Major imports to India: crude oil, precious stones, machinery, fertilizer, iron and steel, chemicals 
 Main trading partners of India: UAE, China, US, Saudi Arabia, Singapore, Switzerland, Hong Kong 
 SA exports to India totaled R24.5bn in 2011, R30.6bn in 2012, R28.9bn in 2013 and R13.9bn in Jan-May 2014.   
 SA imports from India totaled R29bn in 2011, R37.7bn in 2012, R51.8bn in 2013 and R20bn in Jan-May 2014.   
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