
Bounce back 
is inevitable

here is safety in numbers. And in India, 

those that call the shots, the industrial-T ists, and those that dwell upon what 

shots to take, the economists, are both firm 

believers of remaining in groups. That is perhaps 

the reason why predictions are always the same, 

the tone and tenor undistinguishable. The herd 

mentality of analysts make sheep look like 

independent thinkers.

Take for example India's steel production 

target for the year 2020 and thereabouts. When 

the “feel good” factor was waving its magic wand, 

the experts were predicting 300 MT in unison. 

Capacities both green field and brown field were 

being announced as though it was going out of 

style. And in their wake while investments were 

being tied up, all sectors ranging from infrastruc-

ture to finance were booming.

Then the toxic funds saga unveiled in the US 

and the malice spread at an alarming rate con-

suming one economy after the other taking the 

form of a worldwide epidemic. And almost 

overnight, the same soothsayers who were 

predicting everlasting economic prosperity 

became Cassandra's, pointing at the looming 

prospect of doomsday's arrival.
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USD 119 billion trade deficit for the country. 

After reaching a conclusion that the domestic 

industry has suffered material injury, the 

Directorate General of Anti-dumping and Allied 

Duties (DGAD) has recommended an ad valorem 

anti-dumping duty of 15 per cent on the import of 

tyre-making equipment from China

Industrial output fell at its steepest annual 

pace in at least 14 years in March, leaving the 

door open for further interest rate cuts by the 

central bank. India's factory output in March fell 

2.3 per cent from a year earlier, the third fall in 

the past four months and much sharper than 

market expectations of a 0.5 per cent fall
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India has lent close to $20 billion to the US 

government over six months since the collapse of 

iconic investment bank Lehman Brothers. 

India's outstanding exposure to US government 

bonds rose from $18.3 billion in October '08 to 

$38.2 billion in March '09. The latest tranche of 

investment into treasuries has made India the 

fourth-largest creditor to the US after China, 

Japan and Russia during this period

India's consumer price index rose 8.03 

percent in March from a year earlier, lower than 

February's annual rise of 9.63 percent

Inflation inched up to 0.61% on the back of 

costlier food items, textiles, metals and              

chemical products during the week ended 

May 9

Foreign direct investment (FDI) worth 

$11 billion flowed into India between 

October 2008 and March 2009 even when 

Foreign Institutional Investors (FIIs) 

pulled out $8.3 billion through the portfo-

lio route over the same period

India's trade with US dropped 23.47 

per cent to USD 8.2 billion in January-

March 2009, although exports of select 

items such as steel and apparels showed 

growth during the period. After growing by 

30.9 percent in the first half of 2008-09, 

India's export entered the negative terri-

tory and plunged 33.3 percent in March 

this year, the worst in at least 14 years. In 

dollar terms, export stood at $11.5 billion 

in March. India's share in global trade has 

been stagnant over the past 40 years, and 

has been hovering around 1% 

Swift rise in the measures to stop 

dumping of goods did not help India 

contain its imports for the larger part of 

fiscal 2008-09 that ended with a whopping 
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Export growth in 2008-09(%)

Source: Department of Commerce & RBI
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Please note, even at the nadir, 

India's growth has remained above 5 

percent, which is way above that of 

many countries in the world. As I see 

things, the early signs of recovery are 

already there and this rate will con-

tinue its movement northwards in the 

months to come. It may be a teeny bit 

too optimistic to talk of double digits 

now, but my firm belief is that it will 

hover very close.

There is another reason that 

deserves mention. When I talk of 

India, I talk of a billion hungry people. 

A billion people hungry for steel, cement, infra-

structure, housing, healthcare, education, 

communication… everything. And this is India's 

latent demand. A colossal demand for everything 

that is simmering in the back burner because of a 

variety of reasons. A latent demand that is bound 

to surface sooner than later. And this is what 

makes me optimistic.

Mark my words. The India story is not over. 

The highway is not littered with the bodies of the 

dead and the destitute as it is being made out to 

be. Instead, it is just a traffic jam at the signal. 

There is a bottleneck in India's economic high-

way. Tempers are frayed as everyone wants the 

right of passage. Road rage is screaming abuses 

and things have come to a standstill. Granted.

Just remember that this too will ease. This 

blockade, this jammed traffic too is a matter that 

will ease over time. A bit of good policing by the 

government and a little co-operation from the 

principal protagonists is all that is needed to ease 

it out and restore the free flow of traffic.

And once that happens, my friends, think of 

the uncongested, traffic-less road ahead. And 

once that happens, think of the speeds at which 

the same vehicles that are now mired in a jam will 

zoom. Think of the road as the latent demand in 

the economy. The cars are the factors of produc-

tion and the speed as the rate at which the econ-

That India is 

on her way 

to economic super 

stardom 

is a fact that even 

her worst critics 

will not contend

DISCLAIMER The views of the author are 
entirely personal

Overnight, a terrible cash crunch surfaced. 

Job losses and pink slips became the hottest 

topics of discussion. Projects were shelved faster 

than they were presented. Commitments began 

to be flouted. And the same set who were till the 

other day riding the crest of the bull run, started 

bottom fishing by mauling with the bears. The 

pall of gloom casting its shroud of despair, fueled 

by whispered gossip and feeding on the loss of 

confidence. 

Where do we stand then? What are we to do? 

How do I perceive the world around? Simple. I 

am and I continue to be an optimist. To me, the 

economy's glass is just half full. And we at 

Gujarat NRE Coke are using this downturn to 

add to our capacities, to streamline facilities, to 

enhance productivity, to further augment 

efficiencies. Just the way we have used previous 

downturns to not merely conserve energies and 

safeguard resources, but to build on the muscles.

And why do we do that? This answer too is 

simple. For we believe that it is the darkest before 

the dawn. And downturns are inevitably followed 

by upturns. Thus, when there is blood on the 

street, we buy. For resources come cheap and we 

are able to use our energies gainfully. Besides, it 

is our belief in the self that prods us on: when the 

going gets tough, the tough get going.

There are more fundamental reasons for us to 

do what we are doing. That India is on her way to 

economic super stardom is a fact that even her 

worst critics will not contend. That India is 

poised to move up from the fifth to the second 

largest steel producing nation within the next 

couple of years too is uncontested. That this huge 

leap forward will create in its wake a multiplier 

effect in the economy, which will quietly gather 

its own momentum is not a matter of conjecture. 

And it is also a well known fact that when the core 

sector – steel and cement in particular – starts 

moving forward, it carries with it the entire 

economy.

By the time you read this piece, we would 

hopefully, have in the capital a stable govern-

ment. A government that will take the necessary 

steps to address the anomalies that 

have seeped into the economy. A 

government that will take adequate 

steps to kick start the economy so 

that it can chart its own course. Once 

these basics are taken care of, the 

same Cassandra's of today will again 

transform into the Shining India 

poster boys and girls. Economists 

and Industrialists will seek the 

safety of numbers and start sugar 

coating their pronouncements. Like 

they say, happy days will be here 

again.

The herd mentality 

of analysts 

make sheep look 

like independent 

thinkers
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