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Govt hikes customs duty on
moreitemstoreinin CAD

Duty on telecommunication equipment and other goods increased to 20% from 10%

Rermya Nair

remya.n@livernint.com
NEW DELHI

he government on Thurs-

day increased customs

duty on a host of items,

including telecommuni-

cation equipment, to 20%
from the existing 10%, in a bid to
reduce India’s current account defi-
cit. This is the second round of
increase in custom duties asthe gov-
ernment looks to cut down on non-
essential imports in the face of a
weakening rupee and massive out-
flows.

On a day the benchmark Sensex
fell more than 1.LOOO pointsand the
rupee touched an all-time high of
71.50, the government sought to
assure investorsabout India’s strong
macro-economic fundamentalsand
itsintent toreact quickly toaddress
any problem.

“Our main worry is the current
account deficit, balance of payments
gap and the rupee. These are the
three things which we are watch-
ing...We have a strategy in place. If
needbe, the government can sort of
intervene in different ways also to
remove the balance of payments
gap,” said the official, who did not
wish to beidentified, adding that the
government will tale moreaction if
recpuired.

India’s CAD worsened to 2.4% of
gross domesticproduct (GDP)in the
first quarter of 2018-19 and econo-
mists expect it to worsen (o 3% lor
the full year. With large-scale capital
outflows, linancing the deficit isalso
a challenge, though India’s forex
reserves are more than adequate.

The rupee hasalso weakened by
more than 16% so far this year, ,
according to Bloomberg, as foreign
investors sold $3.69 billion and
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India’s economy has been reeling under a
depreciating rupee, rising crude oil prices, a
widening CAD and an unfolding trade war.
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India’s growth stable, says finance ministry official

The finance ministry Govt assured investors Govt expressec hope The finance ministry
expressed concern over on Indla’s st that the rupee will officlal also stressed
the widening current macro-economic strengthen and the oil that Indlals on a strong
account deficit, balance fundamentals and Its prices will come down, footing with high levels
of payments gap and the Intent to react quickly aasing the pressure on t:‘f#'owlh and stable
rupee to any Issues India’s external sector Inflation

§7.65 billion in the equity and debt
markets, respectively.
India’s fiscal deficit target isalsoat

risk on account of weak indirect tax

revenue collections.
All these have led to
fearsabout India head-
ingtowardsatwin def-
icitproblem, similarto

This is the second
round of increase
in custom duties
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The official also expressed hope
that from here on, the rupee will
strengthen and the oil prices will
come down, easing the pressure on
India’s external sector.

He stressed that
India is on a strong
footing with high levels
of growth and stable
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should not adversely
impact the compeli-
tiveness of Indian industry, though
hinting that further increase of cus-
toms duties on non-essential
imports could be considered.

thing torejoice about.
Our monetary policy
framework has enabled (us) to keep
inflation well within limits...there
are countries in the world which
areunstable in terms of stock mar-

kets going up and down. in terms of
inflation going up, currency also
depreciating, plus rising oil prices.
so they are having all macro lactors
affecting many of the emerging
market economies,” hesaid. “Butin
our case, in spite of the oil prices
going up, the prediction of the
Reserve Bank of India (RBI) for
inflation is modest, something
whichwe think will be a very posi-
tive factor for India.”

RBI, in its monetary policy
announcement last week, forecast
retail inflation based on the con-
sumer price indexat 3.9-4.5%in sec-
ond half of 2018-19 and at 4.8% in
first quanterof 2019-20 with upside
risks.



