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“

I insist on a lot of time being
spent, almost every day, to just sit
and think. That is very
uncommon in American business.
I read and think. So I do more
reading and thinking and make
less impulse decisions than most
people in business. I do it
because I like this kind of life.
~ Warren Buffett
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Over the past several quarters, India’s economic growth has been slowing
steadily from 8% in Q1 FY19 to 4.55% in Q2 FY20. You ask why?
Weak consumer spending (especially in rural India), a shadow bank crisis and
ripple effects from a slowdown in the global economy could be the primary
reasons. Fall in consumption, which has majorly contributed to the slump, had
an industry-wide snowballing effect, triggering large scale job cuts and reduction
in capacity utilization.
Speaking of job cuts, In the month of October’19, unemployment rate in India
touched a three-year high of 8.45%, which has by far reduced to 7.7% in
December.
Expert’s views: Former RBI Governor, Raghuram Rajan says that the Modi
government has inherited 5 burdens from the former UPA government, which
have become the genesis of the economic crisis that India is currently facing.
The 5 burdens being – stalled infrastructure projects, problems in the power
sector, drying up of credit in the market, misguided agricultural sector and large
number of unwanted middlemen in the agricultural sector. The solution you ask?
More flexibility in labour contracts, more power to ministers, regulatory stability,
smarter disinvestment and assistance to farmers are among the 10 solutions
proposed by Rajan.
While we’re here: A recent survey conducted by Business Standard among 50
Indian CEOs shows that more than half of them are of the view that the
economy will not be able to recover in 2020.
Is that what you think too?

Write to us- kk@chunderkhator.in. Your response may be featured in our next issue.

So should we all just sit back? No! The GOI has already taken a slew of
measures to boost the economy. Signs of improvement can be seen in mining
and infrastructure. Unemployment rate in Rural India has fallen, indicating
improved purchasing power which is expected to boost consumption side.
Remember, until 8 months ago, we were seen as the world’s
fastest growing economy. Suddenly, how do you get here? I think
it’s been unfamiliar and has to do with the financial system,
that’s why I think it happened as severely as it happened, and we
have not been able to recognize it because it’s not dramatic.

~ Arvind Subramanian, former chief economic advisor
Chunder Khator & Associates
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Fiscal deficit
zooms to
115% of
target within
8 months of
FY19-20

Production of
Coal India
jumped 7%
in Dec’19

Dec'19 GST
collection up
by 8.9%
(YoY)

Signs of Infra Boost
FDI in equity
rose 15% in
H1 FY19-20
(YoY)
Chunder Khator & Associates

3

37% YoY increase
in investment in
new projects,
despite fall in
capacity utilization
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Amidst heightened tension in the Indian Economy, businesses and individuals alike,
have increased expectations from Budget 2020 to recover the economy once and
for all. From the previous section (discussed above), it is clear that the Indian
Economy requires a serious turnaround, which is expected to slingshot from the
reforms proposed in the Finance Bill’20.
The Finance Ministry has initiated discussions with key stakeholders and invited
suggestions from the industry and regulatory bodies. Smt. Nirmala Sithraman has
said that reforms to boost the economy will continue and also hinted at tweaking
the personal income tax rates in the upcoming budget.

Rewind to September’19: In the biggest reduction in 28 years, the government in
September slashed corporate tax rates up to 10 percentage points as it looked to
pull the economy out of a six-year low growth with a ₹1.45 trillion tax break.
While we’re here: In this line, The Institute of Chartered Accountants of India has
made an array of propositions, some of which include:
• To boost investment in Real Estate, the limit on set-off of ‘House Property Loss’
and reforms in tax provisions relating to Affordable Housing is proposed.
• To boost savings amongst individuals and in turn aiding government spending,
limit on contribution to PPF be increased from ₹1.5 Lakhs to ₹3 Lakhs.
• Reform in tax provisions relating to Partnership firms and small businesses
engaged in professional services is also proposed.

In order to jumpstart the revival of economy, Govt. needs to take slew of
measure combining short and long term (structural) measures. The adverse
indications – fall in private consumption (constituting around 60% of the
nation’s GDP), fall in credit offtake, fall in private investment – in itself point
out the course correction solutions.
Govt. needs to put more money in the hands of people to boost consumption.
This can be done by increasing farm labour income, raising procurement
price, uplifting minimum amount not chargeable to tax. Increase in
consumption will lead to increase in demand followed by increase in private
investment. Govt’s recent release of plans to spend (over next 5 years, with
front loading of ₹18 trillion in FY 20) ₹1.02 trillion on infrastructure will create
jobs, improve ease of living and will also boost the economy.
Among the structural steps already taken by the Government are Merger of
Public Sector Banks, Reduction in Corporate Tax Rates, Tax Incentives to setting
up Manufacturing units. Such steps are likely to yield results over the next 1.5
years.
Chunder Khator & Associates
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We Ask

Can the GOI adopt any policy already implemented by other successful
economies around the world to boost investment?
Write to us kk@chunderkhator.in. Your response may be featured in our next issue.
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Develop an entry strategy and a financial model.
Identify and evaluate potential partners involving due diligence
reviews
Undertake location studies and recommend the ideal location
Arrange for complete set of regulatory approvals
Arrange funds for the project by preparation of a detailed project report
and liaison with banks/ financial institutions/ joint venture partners.

The Dos

Incorporation of a company in India.

►Check Residential
Status
►If Non – Resident,
differentiate between
NRI/ PIO

►Not differentiating
between Capital and
Current Account
Transactions

►Route investments
through an authorised
dealer

►Non – compliance with
statutory requirements of
reporting etc.

The NRIs don’t have to
declare their assets
abroad.
It is not mandatory for NRI
to disclose the detail of
their overseas bank
accounts.

The Don’ts

►Check possibility of
investments

►Not taking approvals,
wherever and whenever
required

►Understand
Reparability conditions
►In case returning to
India, re-designate Bank
Accounts and intimate
relevant authorities

Chunder Khator & Associates

Overseas Assets is not
taxable in the hands of
returning NRIs.
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Money and assets brought
into India by an NRI are
exempt from Wealth Tax.
NRIs receiving pensions
from former employers
after returning to India
may be liable for tax.
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As an entrepreneur, there’s a lot riding on the outcome of your negotiations
with potential investors. Here are a few tips that will help you avoid some of the
most common blunders:
First, know what you really want. Make sure that you can clearly articulate the
things that really matter to you – and these should include the questions about
the amount of money that will be invested as well as control of the business.
Don’t get stuck in the details. A few compromises are just part of the game but
be sure that you know exactly what you want when it comes to money and
influence. Moreover, set your own limits and know when to walk away from the
negotiation table.
Second, knowing the VC’s targets and limitations helps you to develop a more
nuanced strategy. Study your negotiating partners in order to recognize and
respond to their styles.
Third, don’t trick your investors, transparency is key! These early negotiations
are the foundation for long-lasting business relations, so both parties should
ensure a positive outcome for everyone.
Fourth, discuss the possibility of investing with multiple potential investors. You
can gain the upper hand by piquing the interest of several investors and letting
them know there’s competition. However, never divulge the names of
competing investors or the term sheets they’ve drafted. Doing so could allow
them to collaborate and force you into a bad deal.
Fifth, if you don’t know what to do or say, then wait for them to act first. When
you enter negotiations, no one knows exactly what the other wants, and it’s
better to let the person on the other side of the table reveal her hand first. For
example, always let the investor be the first to draft the term sheet. It’s possible
that she might offer you something better than you might have realistically
offered yourself, so let her play the hand first.
~Excerpts from Venture Deals
by Brad Feld & Jason Mendelson
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Our services are
passionately focused on
the professional
development and
success
of our clients

HR
Services

Knowledge Process
Outsourcing

Entrepreneurial
Services

Tax Consulting &
Compliance Services

A: 421A, New Alipore, Kol-53
M: +91 98305 47380; +91 98303 47380
O: (033) 40071461/2/3
E: kk@chunderkhator.in; ritwik@chunderkhator.in
W: www.chunderkhator.com

This presentation material is the property of Chunder Khator and Associates. The material herein
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