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Govt. body hikes prices of essential
medicines again, says ‘it’s miniscule’

In s election vear alter double digit |
this vear: The annual change works out to () 000550% during the calendar year 2023 over the corresponding pe

\ Perappadan

h.llu'<.l|’| April 1, earlie
wieek. The National
[rmrm wceutical Pricing Authority (NPPA)

T
«du]r\d formulations {of
ginning of the Ascal
II{' Department of

nnual st of
peduled

coming into cffect on April 1
he price revision, according to the
Central Government, is in line with the
change in the Whaolesale Price Index
(W), “Based on the WP data provided
by the office of the Economic Advisor,
Department of Industry and internal
Trade, Ministry of Commerce and
Inclustry, the ar |I‘I1.|nu\-m‘.\l'l\\urka
endar
T the cormesponding period
the notice by the NPPA.

Increase based on WPL

According to the recent notice,
manufacturers may increase the MRP of
the scheduled formulations based on this
WPLand no prior approval will be

medicine prices were hiked by 12 per cent
last e,

and 10 per 2022, Despite
overnment will have you believe
hike will only marginally
st of antibiotics, painkillers
and cnhu drugs.

Currently, India has approximately 400
molecules and 960 formulations covered
under the National List of Essential
Medicines. The prices of non-essential
drugs are also monitored by the
government 1o ensure that the

manufacturers of these drugs don’t
increase MRP by more than 10% annually.
vs DIFCO (2013), which allow:
n line with the changes in

the WPI index.

“The NPPA under the De; ]LI[l(IIl‘II[ of
|11.||.‘.u||m|s.m nually revises the
cheduled medicines on

During the calen
to the cormespondi
annual change in W
OF 2001-12 wis +/- (.03
data published by the Department for
Promotion of Industry and Internal T
(DPIT). Accordingly, th ity, i
meeting held on March 20, ha
the WPI ncrease of +/- 0,003
scheduled medicines,” id the H
Ministry. It added that the ceiling prices
on 923 medicing
Based on the mer
0.00551%,

 year
according o

fior 752
sting ceiling prices
I up to March 31,

ifty-four medicines with ceiling prices
|1L,gfm|11 00 o X261 will see a
uwnl .01, Az the
: i g0 Jow, the
| of thiis

kes in ceiling price of essen

;:

|

"’

farmulations, wi

increase. Thus, in FY 2024-25, there will
be almost no change in the ceiling price of
midicines based on WP, said the
Minkstry.
NPPA, constinued by the government of
1T under the Ministry of
nd Fertilizers, regulates drug
while ensuring the availability and
of medicines at afordable
lowed to direct a
for the drugs and

uncerment of the new
cal Pricing Policy,
nd the DPCO, 2013, there has been
ation of prices from

andl cost-based criteria 1o
ket-based
ng and maint:
data base and strengthening the
monitoring system of the NPPA,;

mlu, a

hr

fing insights into
in ILI:um au:l ||ru.{-1u-| ||.|\ for goods sold
aibers and businesses rather than
dual consumers.

The marginal hike this year has the
pharmaceitical companies concerned, as
they claim 1o be facing high input costs,
stringet price controls, and diminishing
profit margins.

The bower-than-expected hike in drg
prices has seen pharma companies
discontinue production of drugs that they
claim have become economically
unviahl arlier this year, India's
pharmacewtical industry sought a
one-lifme exemption from price control
measures ted 1o the declining Wi

h the ceiling rates coming inbo-effect on April 1. ceTTy

Fifty-four medicines with ceiling prices
it Fromm 200 1o 2261 will seea
miniscule increase of 2001 As the
permissibibe | inerease i so low, the
Companics may or may ot availof this
inc

Prices hiked to save firms
Iy 20009, for inst A u~.w1||\
CMETEETICY Powe
prices of 21 3
several con |1p.|=u|. .||J||I|ud for the
oducts due 1o thelr

Pharita companies maintain
onal increase in the cost of
nntributes to quality control.

to information shared by the
he Lok Sabha, the key

o regul

o of price

of formulation prices, and
market-based pricing,
It aclded that all manafcturers of

scheduled med 1l their

”lM‘nl

|J['< O, 203 h
scheduled f
anaial inet
scheduled formu

tions., Hence, e
Nowved in e case of
up to the bevel
of annual revision in WPL Further, in
cases of non-schedided formalations, no
manufacturer can increase the MRP by
more tha [0% of the MRP during the
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drugs over the past two vears. the Central government says it Ta lined the hike

i in 2022

g are dealt with by NFPA
under the relevant provisions of DGO
2013,
e fixation of prices has resulted in a
notional savings of about
per anmum to the publi
implementation of DPCO, 2013,7
Parliament was informed. Meanwhile,

% are happy with
Ij: 1ur medicines

materials for drag manufacture. The

3 with

colimtry faced major challeng
t imports, especially during
the COVID pandemic.

Dependence on China
In 3 discussion pi
Depes mln.nu' on China in

k rals: Status, lscwes, and

p countries, being
the third Iup«. in the world in mllum'
terms and the 13th largest in value, i
critbeally dependent on
of bulk drugs and drug intermediates,
with China accounting for about
two-thirds of the total imports.

The paper further notes that the krgest
export destination of bulk drugs from
Il &5 the US, which las the strsctest
regulatory standands, I’Lﬁlm\.n.dh« Brazil,
Bangladesh, .
\'l‘“ll:l:rl |m!'~.

|l|lp1|\ (8T
ndlia is also a substantial exporter, it said.
ibsindu.pathehindieo.in)




Pharmaceutical
industries

e India has one of the most advanced
pharmaceutical industries among developing
countries, being the third largest in the world in
volume terms and the 13th largest in value, it is
critically dependent on China for supplies of
bulk drugs and drug intermediates, with China
accounting for about two-thirds of the total
imports.

e The paper further notes that the largest export
destination of bulk drugs from India is the US,
which has the strictest regulatory standards,
followed by Brazil, Bangladesh, Turkey, China,
the Netherlands, Nigeria, Vietham, and Egypt.

e India is among the top [Ove suppliers of bulk
drugs to many developing countries, like,
Bangladesh, Nigeria, Vietham, Egypt, Iran, and
Pakistan.

e Chinais alarger supplier, but India is also a
substantial exporter,

The hindu analysis by saurabh SfEom,
pandey sir
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~ "Active pharmaceutical ingredients or Bulk
drug’~- means any pharmaceutical, chemical,
biological or plant product including its salts, esters,
isomers, analogues and derivatives, conforming to
pharmacopoeial standards specified in the Drugs and
Cosmetics Act, 1940 and which is used as such or as

an ingredient in any formulation.

The hindu analysis by saurabh = ST
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Indian pharma’s focus on the lucrative formulations side of the business has led

to a heavy dependence on China for basic APls and key starting material

INDIA'S API
IMPORTS BY

COUNTRY (FY19) / China

Total imports*

18,700 cr

Others

20*

e In 3% India's share of China's
n bulk drug exports**

INDIA'S IMPORT
DEPENDENCY FOR APls L

82 63+ 64" 64* 65°

Imports (in Z'00 crore)

174 190 198 213 1g4 183

iii lll lII lII lII lII

FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20*

The hindu analysis by saurabh
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% Imports
from China

INDIA’S IMPORTS OF SELECT APIs (FY19)

us 4%

Italy 3%
Singapore 3%
Hong Kong 2%

Tetracycline
Oxytetracycline
Doxycycline*
Gentamicin*
Neomycin*

68 67 Azithromycin*

Erythromycin*
and derivatives

Norfloxacin

249 Heparin*

187 Vitamin B1
Vitamin B6
Vitamin B12

By value

99.8*
100*
58% 1D
85* )
gz
99%
63* 1D
98.5%

THE HIND

-

l'}

By volume

100%
100%
91* )
86* )
98%
100%
56% D
100%
72> W
75 B
77 '®
68* M

*APls are part of National List of Essential Medicines, 2015




DPCO

* National Pharmaceutical Pricing Policy (NPPP] is

the policy governing price contral and DPCO is the
order by which price control is enforced.

The Drug Price Control Orders are issued by
Ministry of Chemicals and Fertilizers, which is the
main  nodal administrative  ministry  for

pharmaceutical companies,

They are issued under the "Essential Commuodities
Act 1955 whereby certain medicines could be

declared to be asseantial commuodities,

The hindu analysis by saurabh SRECR
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Revisit these sections of the Bharatiya Nyaya Sanhita

he central government has notified July
, 2024 as the day on which the
recently enacted three eriminal laws
will come into effect. Section 106(2) of
the 13I1 aratiya Myaya Sanhita (BNS), 2023, which

IPrSOnIment in |||.,- CAs
e PHETSOHN E3CA S withowt PRI 10 the
police or a magistrave, has been put on hold. The
Ministry of Home Aff; } press statement
of January 2 said tha sion 10 implement
Section 10602) would be taken wp after
discussions with the Al India Motor I'r NSt
Co . This was prompted by e by truck
llrm rs who alleged that the
harsh. Besides the pending decision with regard
1o Section 106(2), it will be pertinem for the
cent 'hl ROy ermment to I{“"I\II'{ii!L‘I a |-{"\l e
provisions of the BNS. These are =petty organised
crime” defined under Section 112, “theft™ defined
under Section 3032) and two sub-sections of
Section 143 pert i 1o human trafficking
A reconsideration of Section 10642) is
gnificant for twi reasons. First, the increase in
sentence from five to 10 vears of imprisonment
for just fleeing the scene without reporting to the
police or a magistrate soon after the accident
seems disproportionate, There is no other
provision in the law with similar consequences. It
s not even of zaving the persons whao
might have been grievously injured and in need
of medical assis applies o
avcidents that cause the death of any person, The
only benefit seems to be that the appropriate
motor accident claim could be sought if the
vehicle details are known. Second, this clause
seems 1o be in conflict with the fundamental right
of prohibition against self-incrimination
enshrined under Articke 2043) of the Constitution
of India. Article 204
acoused of any offence
witness against himsel
The Supreme Court of India, in Nandind
wr,lw.ln. vs L. Dani, widened the scope of
3 and held that compelled testimony
ad as evidence procured not merely by
physical threats or vielence bt by psyel
torture, overbearing and intimidatory methods
and the like. Therefore, disclosure of culpability
by informing the police or trate due o
feear of enhanced punishment may net qualify te
test of constitutionality,
wweond, a new offence, ‘petty organised
crime’. has been introduced in Section 112 of the
BNS. Here, “whoever, being a member of a group
g, either singhy or jointly, commits any act
of thedt, snatching, cheating llll\llllllﬂll'vl‘\:! selling
of tickets, unauthorised betting o
selling of public examination question papers or
any other similar criming id to commit
petty organised crime”
Offenvces not defined in the BNS, such as
“unauthorised selling of tckes™ and “selling of

hall be compelled to be a

R.K. Vij
is a former Indian
olice Sendce officer

The sections on
reporting of &

il accident,
Pty organised
crime, theft and
human
trafficking

hawe flaws

public examination question papers™ are not
linked with any special Act, However, the phrase
“any other similar eriminal acts’ of the section is
more indefinite and open-ended. While theft and
snatching prescribe imprisonment of up to three
fon 303 of the BNS), theft in a dwelling

after preparation made for causing death, hurt or
restraint in order to commit theft gets up to 10

Therefore, whar will fall within the range of
“any other similar criminal acts” is unspecified.
Similar criminal acts, infer alia, could include
criminal breach of trust, criminal
misappropriation of property, and receiving
stolen property. However, the sentence furlhu.r

offences varie

years of imprisonment cann IK' called a pety
crime, particularly when the masimum sentence
provided for a petty organised
Therefore, unke
of sentence is prescribed, this provision may not
stand the scruting of the Supreme Court, [tis

mportant to mention that Section 664 of the
Information Technology ruck
dowm by the Supreme Court in Shreya Simghal ve
Union of India (2015) as it found ihe expression
prossly offensive” used in the Section 10 be
=nided, undefined and vague,

Property theft, a specific value

Third, the offence of theft, as !JI'\.Wi\l.’I.'\l for under
oo is0 tor Subesection ( ’.'lnl 30
Jl-m mul-w ]

[hull where lIu- v
less than five thousand mpm
convicted for the first time, shall on the return of
the value of property or restoration of the stolen
property, sha |Il be punished with commur
service”. The 1 Schedule to the Bl
Nagarik Suraksha Sanhita (BNSS) categorise:
ffence under this category as a non-cognisable

and a person ks

While making theft of any moveable property
of less than {5 ble offence may
reduce the workload of the police, this may raise
ations that are boh legal and
ies and towns, while the
r ot imipact the pocket ur i

well-off persom, it
w; earner, Thinl
stolen and the police refusing
imformation repon, being a non-cognisable case
He may not be able to afford approachin
for justice, thus feeling totally helpless. It is
known that bicyeles are distribured even by the
governments 1o students under welfare schemes
1o encourage them 1o pursue school and even

The hindu analysis by
saurabh pandey sir

college education. Second, if property offenc
of whatever valy re not registered, propen
offenders will be out of the police radar
surveillance unless Wiy are found to be imvolved
in some other cognisable offence. Legal issues

se with regard to the return of such
property if recovered with some other stolen o
looted property.

Third, if the stolen property of value bess than
15,0000 is mot returned or restored by the co
as provided for, the only opiion available v
court will be 1o award imprisonment which may
extend up to three years - as provided for other
< of thefts (of higher value) in the first
paragraph of Sub-section (2 of Section 303,
egorised as a cognisable offence in the First
Schedule 1o the BRSS, The interplay between the
two parts of the sub-section is intricate, While
this ohfuscation may be removed by tweaking the
definition and adding alternate punishment for
such cases for which the value of stolen property
is noa returned, or the stolen property is not
g theft of property of any value a
cogmisable offence (which would require only
minor change in the First Schedule wo the BNSS)
will resolve other stated issues of legal and
practical implications as well.

Mo discretion to judiciary
Section 303 of the Indian Penal Code
o 'punishment for murder by life-convict' was
ick dovwn as beings void and unconstiutional
by the Supreme Court in Mitf vs 5
(1983). Ome of the grounds of unconstitutionality
was that it gave no discretion to the judiciary and,
hence, the law was not just, fair, and reasonable
within the meaning of Article 21 of the
Comstitution

Section 303 of the [IPC has been restored in the
form of Section 104 of the BNS, by removing the
defect for which it was held unconstitutional.
Section 104 of the BNS now provides for either
death punishment er imprisonment for life,
which shall mean the remainder of that person’s
natural life.

However, Sub-sections (6) and (7) of Section
143 of the BNS which punish trafficking of a child
o moe t ion and trafficking of a
person by a public servant or a ::-ull.u officer
respectively, and provide i
imprisonment (wi hlL?l shall mean the remainder
of that persor lifeh under both
0%, also seem to suffer from the i
illegality as they donot provide any discretion to
the judiciary to award punishment.

In view of th points, subsection (2 of
Section 106, Section 112, sub-section (2) of Section
303, and sul ons (6) and (7) of
thie BNS {which seem to have seri

15 begal andfor
constitutional and practical consequences) need
10 be revisited before they become operational.

T

% erpreised o




—— P aratiya Nyaya Sanhita (BNS),
2023,

e Section 106(2) of the Bharatiya Nyaya
Sanhita (BNS), 2023, which provides for a
maximum 10 years of imprisonment in the
case of a fatal accident if the accused
person escapes without reporting to the
police or a magistrate, has been put on hold.

e Areconsideration of Section 106(2) is
significant for two reasons.

e First, the increase in sentence from [ve to
10 years of imprisonment for just fleeing the
scene without reporting to the police or a
magistrate soon after the accident seems
disproportionate.

e There is no other provision in the law with
similar consequences.

e |[tis not even a case of saving the persons
who might have been grievously injured and
in need of medical assistance.

The hindu analysis by saurabh o Tt
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e The Supreme Court of India, in Nandini
Satpathy vs P.L. Dani, widened the scope
of Article 20(3) and held that compelled
testimony must be read as evidence
procured not merely by physical threats
or violence but by psychic torture,
overbearing and intimidatory methods
and the like.

Therefore, disclosure of culpability by
informing the police or a magistrate due
to fear of enhanced punishment may not
qualify the test of constitutionality.

pandey sir THE HINDU




e Second, a new offence. ‘petty organised
crime’. has been introduced in Section 112 of
the BNS.

e Here, “whoever, being a member of a group or
gang, either singly or jointly, commits any act
of theft, snatching, cheating, unauthorised
selling of tickets, unauthorised betting or
gambling, selling of public examination
question papers or any other similar criminal
acts, is said to commit petty organised crime”.
Offences not defined in the BNS, such as
“unauthorised selling of tickets” and “selling
of public examination question papers” are
not linked with any special Act.

e However, the phrase ‘any other similar
criminal acts’ of the section is more indefinite
and open-ended.

The hindu analysis by saurabh o Tt
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e Third, the offence of theft, as provided for under
proviso to Sub-section (2) of Section 303 of the
BNS, also needs to be revisited.

e The proviso to the sub-section says that
‘provided that in cases of theft where the value of
the stolen property is less than Ove thousand
rupees, and a person is convicted for the first
time, shall on the return of the value of property
or restoration of the stolen property, shall be
punished with community service’.

* The First Schedule to the Bharatiya Nagarik
Suraksha Sanhita (BNSS) categorises the offence
under this category as a non-cognisable offence.

e While making theft of any moveable property of
less than ¥5,000 a non-cognisable offence may
reduce the workload of the police, this may raise
some complications that are both legal and
practical.

e First, in cities and towns, while the value of

5,000 may not impact the pocket of a well-of

person, it is a huge sum for say a daily wage

earner.
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e Sub-sections (6) and (7) of Section 143 of the
BNS which punish trafficking of a child on
more than one occasion and trafficking of a
person by a public servant or a police officer
respectively, and provide only for life
imprisonment (which shall mean the
remainder of that person’s natural life) under
both provisions, also seem to suffer from the
same illegality as they do not provide any
discretion to the judiciary to award
punishment.
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How are symbols allotted to
political parties?

Why was the Viduth:

Rangarajan. R

The story so far:
he Naam Tamilar Katchi (NTK)
that secured 3.9% and 6.5%
votes in Tamil Nadu in 2009
and 2021 respectively, has been
allotted a new common symbaol (Mike).
The Viduthalai Chiruthaigal Katchi (VCK)
that secured 1.09% and 0.99% votes in
2019 and 2021 has been denied a common
symbol (Pot). This has raised questions
about the allotment of symbaols to
‘registered unrecognised parties’.

What do the rules specify?

A party is recognised as a ‘national’ or
‘state’ party under the provisions of the
Election Symbols (Reservation and
Allotment) Order, 1968 (Symbols Order)
by the Election Commission of India
(ECI). The criteria for recognition at the
State level consists of (a) winning one Lok
Sabha seat for every 25 seats or 3% of
Legislative Assembly seats or (b) winning
one Lok Sabha or two Assembly seats

along with 6% of votes polled or (c)
securing 8% of votes polled in a general
election. Symbaols are allotted to political
parties and contesting candidates as per
the provisions of the Symbols Order by
ECL In the largest democracy where a
sizeable populatien is still illiterate,
symbaols play a crucial role in the voting
process. A recognised political party has a
reserved symbol that is not allotted to any
ather candidate in any constituency. For
registered but unrecognised political
parties, one of the free symbols is allotted
as a common symbol during an election if
that party contests in two Lok Sabha
constituencies or in 5% of seats to the
Assembly of a State as the case may be,

What is the current issue?

Rule 10B of the Symbols Order provides
that the concession of a common free
symbol shall be available to a ‘registered
unrecognised party” for two general
elections. Furthermore, a party shall be
eligible for a common symbol in any
subsequent general election if it had

ai Chiruthaigal Katchi denied a common symbol by the ECLin Tamil Nadu?

secured at least 1% of votes polled in the
State on the previous occasion when the
party availed of this facility. Such an
unrecognised party should however apply
for a symbol every time in the prescribed
format. This application can be made any
time during the period commencing six
months prior to the expiry of the term of
the Lok Sabha or State Assembly as the
case may be. The symbaols are thereafter
allotted on a “first-come-first-served’
basis.

In the above cases, the NTK had
secured more than 1% of votes in the last
two elections with the common symbsol of
‘Ganna Kisan'. However, since they
applied for that symbol only in February
2024, the ECI had allotted that symbol to
Bharatiya Praja Aikvata Party (BPAF), that
had applied earlier, based on the
‘first-come-first-served’ rule. However, the
BPAP has not contested elections in Tamil
Nadu before. The VCK was declined
allotment of a common symbaol as it had
failed to secure 1% of votes polled in the
elections to the State Legislative Assembly

in 2021. The VCK notably has one Lok
Sabha MP and four MLAs in Tamil Nadu
contesting on the ‘Pot” symbol in 2019
and 2021 elections.

What can be the way forward?

The ECI has decided on the applications
of NTK and VCK as per existing rules.
However, it is counter intuitive from a
layman’s perspective that the NTK which
secured more than 6% of votes polled is
not allotted the previous common symbaol
of its choice, It would be equally baffling
for an average voter that the VCK which
has elected representatives is ineligible to
obtain a common symbol, The two VCK
candidates have been eventually allotted
the free symbol of “Pot” by the respective
returning officers.

The existing threshold for recognition
of a party may continue, The candidates
set up by recognised parties enjoy the
advantage of being listed at the top of the
ballot in the Electronic Voting Machine.
Nevertheless, the ECI may consider
amending the rules that registered
unrecognised parties that secure at least
1% of votes polled in a previous election
or have an elected representative in the
Lok Sabha or State Assembly, shall have
the right to be allotted a common symbaol
of their choice, This would ensure a fair
weightage being given for their past
electoral performance and strengthen the
democratic process.

Rangarajan R is a former IAS officer and
author of ‘Polity Simplified”. Views
expressed are personal.
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The Viduthalai Chinithaigal
Katchi (VCK) that secured
1,09% and 0.99% votes in 2019
and 2021 has been denied a
comman symbol {Pot).

4

The VCK was declined
allotment of a common symbol
as it had failed to secure 1% of
wotes polled in the elections to
the State Legislative Assembly
in 2021.

b

Rule 108 of the Symbols Order
provides that the concession of
a commen free symbol shall be
available to a ‘registered
unrecognised party’ for two
general elections.
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How are symbols allotted to
political parties?
What do the rules specify?
A party is recognised as a ‘national’ or ‘state’
party under the provisions of the Election
Symbols (Reservation and Allotment) Order,
1968 (Symbols Order) by the Election
Commission of India (ECI).
The criteria for recognition at the State level
consists of (a) winning one Lok Sabha seat for
every 25 seats or 3% of Legislative Assembly
seats or (b) winning one Lok Sabha or two
Assembly seats along with 6% of votes polled
or (c) securing 8% of votes polled in a general
election.
Symbols are allotted to political parties and
contesting candidates as per the provisions
of the Symbols Order by ECI.
In the largest democracy where a sizeable
population is still illiterate, symbols play a
crucial role in the voting process
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What is the current issue?

Rule 10B of the Symbols Order provides that
the concession of a common free symbol
shall be available to a ‘registered
unrecognised party’ for two general
elections.

Furthermore, a party shall be eligible for a
common symbol in any subsequent general
election if it had secured at least 1% of votes
polled in the State on the previous occasion
when the party availed of this facility.

Such an unrecognised party should however
apply for a symbol every time in the
prescribed format.

This application can be made any time during
the period commencing six months prior to
the expiry of the term of the Lok Sabha or
State Assembly as the case may be.

The symbols are thereafter allotted on a
‘First-come-first-served’ basis.
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‘March Services PMI survey signals
activity grew to strongest since 2010’

HSBC index shows services added jobs at the fastest pace since August as new export orders grew at the quickest rate since

2014; the rate of charge inflation accelerated to the highest since July 2017 and business sentiment slid to a four-month low

The Hindu Bureau
NEW DELHI

usiness activity in
the services sec-
tors likely clocked

their fastest expansion in
more than 13 and a half
years in March, aided by a
record uptick in export or-
ders, as per the HSBC India
Services Purchasing Man-
agers’ Index (PMI} which
rose to 61.2 from Fe-
bruary’s 60.6.

With fresh work orders
increasing capacity pres-
sures at service providers,
firms raised employment

Surge in services

HSBC's March survey shows sales and business activity in services
likely clocked the fastest expansion in more than 13 and a half years

—_— : 1
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levels at the joint-fastest
pace since November 2022
and the highest pace since
August 2023. On the flip

= The Services PMI reading rose
to 61.2, from 60.6 in February

= Barring real estate and
business services, input costs

and output charges rose at a
stronger pace for all sectors

= Firms reported higher labour
and material costs as key
challenges

side, input costs as well as
charges levied on custom-
ers grew at a faster pace,
with output charges raised

at the highest rates since
July 2017,

Barring real estate and
business services, input
costs and output charges
rose at a stronger pace for
all sectors, with the highest
input cost inflation seen in
consumer services and fi-
nance and insurance see-
ing the steepest surge in
selling prices. Firms sur-
veyed for the index report-
ed higher labour and mate-
rial costs as key challenges.

Though business senti-
ment levels remained posi-
tive, they slipped to a four-
maonth low, with some con-

cerns emerging about
competitive pressures.
“India’s services PMI
rose in March, following a
small dip in February, on
the back of strong demand
that spurred sales and bu-
siness activity,” said Ines
Lam, HSBC economist.
Finance and insurance
firms saw the highest in-
crease in output and sales.
New export business rose
at the fastest rate since the
PMI series started in Sep-
tember 2014, with orders
reported from Africa, Asia,
Australia, Europe, the
Americas and West Asia.
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The Purchasing Managers Index
(PMI)

e The Purchasing Managers Index (PMI) is a
measure of the prevailing direction of
economic trends in manufacturing.

e The PMl is based on a monthly survey of
supply chain managers across 19 industries,
covering both upstream and downstream
activity.

e The value and movements in the PMI and its
components can provide useful insight to
business decision makers, market analysts, an
investors, and is a leading indicator of overall
economic activity
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e The headline PMIl is a number from 0 to 100. A
PMI above 50 represents an expansion when
compared with the previous month.

e A PMIreading under 50 represents a
contraction, and a reading at 50 indicates no
change. The further away from 50 the greater
the level of change.

e The PMI is calculated as:

e PMI=(P1*1)+(P2*0.5)+(P3*0)

e Where:

e P1=percentage of answers reporting an
improvement

e P2 = percentage of answers reporting no
change

e P3 =percentage of answers reporting a
deterioration
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RBI holds firm on
rupee derivatives,
defers rules to May 3

The Hindu Bureau
MUMBAI

The Reserve Bank of India
(RBI) on Thursday reiterat-
ed that its stance on the
regulatory framework for
Exchange Traded Curren-
cy Derivatives (ETCD) had
remained consistent over
the years and underlined
there would be no change
in its policy approach.

Defers implementation

However, following feed-
back from participants, the
RBI said it was deferring
the implementation of the

The hindu analysis by saurabh i
pandey sir

consolidated currency de-
rivative rules to May 3,
from April 5.

“As hitherto, partici-
pants with a valid underly-
ing contracted exposure
can continue to enter into
ETCDs involving the Indian
Rupee up to a limit of $100
million without having to
produce documentary evi-
dence of the underlying ex-
posure,” the RBI said.

The RBI is emphasising
the norm relating to ‘un-
derlying contracted expo-
sure’ to curb the potential
for speculative trading in
currency derivatives.
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Derivatives

e Derivatives are contracts that get their
value from an underlying asset — equities,
bonds, commodities, and currencies, among
many.

e In layman terms, if the cost of raw material
of a particular product increase, the price of
that product will also rise. The same
principle applies to derivatives.
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What are Currency Derivatives?

e Currency Derivatives are exchange-traded
contracts deriving their value from their
underlying asset, i.e., the currency.

e The investor buys or sells specific units of
fixed currency on a pre-specified date and
rate.

e These contracts are actively traded on the
stock exchanges and are mainly used by
importers and exporters to hedge against
domestic currency fluctuation

The hindu analysis by saurabh SR
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What is ‘Basel III endgame’ and why
are U.S. banks worked up about it?

The rules, applving o banks with over SI00 bnin ;

for lending. mading

EXPLAINER

Reuters

he U.S. Federal Re-
I serve  said  last
month it will make
significant changes w a
sweeping  proposal  for
stricter bank capital re-
quirements known as the
“Basel 11 endgame” in a
win for Wall Street bank
that have waged an unpre-
cedented campaign to wa-
ter down the rule. What is
Basel and why is it so
Coaentions?

The rules, which would
apply to banks with over
$100 billion in  assets,
would overhaul the wa
the biggest banks manage
their capital, with knock-
on implications for lending
and trading activities.

Banks say  addidonal
capital is unnecessary and
will hurt the economy, and
have aggressively lobbied
against the project.

‘Basel I endgame’
The Basel Committee on
Banking Supervision is a
panel convened by the
Bank for International Set-
tlements (BIS) in Basel,
Switzerland, which aims to
ensure regulators globally
apply similar  minimum
capital standards so that
banks can survive loan
losses during tough times.
The committes’s "B
11" standard was agree
ter the 2007-09 global f-
nancial crisis, It inchedes

Sweeping overhaul: Thi LS. propocal would averhaul how banks ga

numerous capital, leverage
and  liquidity  require
ments. Regulaiors across
the world have worked for
years to implement many
of these standards, and the
soecalled “endgame,”
agreed in 2007, is the final
iteration. The "endgame”
proposal, unveiled in july,
refines Basel's approach to
setting capital based on the

iness of  banks'
activities.
The LS, proposal would

overhaul how banks gauge
their risk, and in turn, how
much capital they should
set aside as a cushion
against potential losses,
The main areas of focus are
credit risk, market risk and
operational risk.

On credit risk, regula-
wrs are seeking 1o end
banks' ability to use their
own internal risk models

when  determining  how
much capital should be
held against lending activi-
ties, like mortgages or cor-
porate loans.

Federal  Reserve Vice
Chair for Supervision Mi-
chael Barr said those inter-
nal models can often un-
derestimate , as banks
are incentivised 1o keep
their capital costs low., In-
stead, regulators  would
prefer uniform modelling
standards  across  large
banks. Similarly, the pro-
posal would establish new
requirements  for  how
banks gauge the risk posed

by swing: the markets
and potential losses from
rading, Regulators  say

these market risks are cur-
rently being understated.
When assessing these
risks, banks will be permit-
tesd to continue using inter-

5, would overhaul the wa

ritk. RELUTERS

nal models approved by
regulators, although Mr.,
Barr has said standardised
models may be required
for particularly complex
risks, Banks will also have
to maoddel trading risks at
the level of the individual
trading desk, as opposed
o at an aggregate level.

Al told, the changes
wiortild result in higher cap-
ital needs for banks with
large wrading operations.

Gauging  operational
risk isa key new areaofthe
Basel Endgame, This refers
to the potential losses
banks could face from un-
expected sources, such as
failed imternal  poli
management mistakes, liti-
gation costs or external
events. Similar to credit
rigk, regulators are looking
to replace existing internal
models with a standar-

The hindu analysis by saurabh
pandey sir

the biggest banks manage their

dised approach, which
would take into account 3
bank's various activities
and historical operational
losses when calculating
capital levels.

Banks warned this ap-
proach coubd bead to signif-
cantly higher costs for
some banks that rely heavi-
Iy on non-interest fee in-
come, such as credit card
and investment banking
fees. These fees are includ-
ed in a formula used to
help calculate operational
risk, and banks warm it
coubd lead 1o dispropor-
tionately higher capital re-
quirements for some firms
ifmot capped.

‘Well capitalised”
While the rubes have been
years in the making, banks
had hoped U.5. regulators
would offer relief elsewh-
ere by making tweaks 1o
existing al  require-
ments to help offset the
new hikes. They argue
banks are well-capitalised,
having withstood the CO-
VID-19 pandemic and regu-
larly ring the Fed's an-
nual stress tests, and any
capital hikes are unjusti-
fiedd, Banks have also com-
plained that  regulators
have not provided suffi-
cient data to justify the
new increases, and have
even threatened 1o sue.
Mr. Barr said that most
banks already have enough
capital to meet the require-
ments, and those that need
to raise funds could do so
by retaining earnings for

pital. with knock-on implications
activities; banks say additional capital is unnecessary and will hurt the economy and have aggressively lobbied against the project

less than two years while
5 ng dividends. And
regulators have also point-
ed to the failure of three
lenders in 2023 as evidence
they need o be vigilant.

Following months of
criticism  and  pressure
frorm the industry, LS, reg-
ulators are expected to
meaningfully reduce the
impact of the proposal in a
broad rewrite, Reuters re-
ported in Mar
cies are expected o simmifi-
cantly lower the owerall
capital impact of the new
rules, Fed Chair Jerome Po-
well confirmed that rajec-
tory when he told Congress
last month he expects
“broad, material” changes
1o the plan,

The Fed and other regu-
lators are currently digest-
ing hundreds of public
comments submitted on
the proposal, most of
which have been cril
Regulators are also expect-
ed to conduct additional
data analysis around the
proposal,

Mo timeline has been set
for completing the rule-
writing project, and an
open question is whether
regulators opt to repro-
pose the rule following the
rewrite. Such a step could
ease industry complaints
by giving them a chance o
offer more feedback, but
would significantly delay
the effort and potentially
imiperil it, as regulatory lea-
hip could change fol-
lowing the November pre-
sidential election,
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&3 Basel Il endgame’

e The Basel Committee on Banking
Supervision is a panel convened by the
Bank for International Settlements (BIS)
in Basel, Switzerland, which aims to
ensure regulators globally apply similar
minimum capital standards so that
banks can survive loan losses during
tough times.

e The committee’s “Basel l11” standard was
agreed after the 2007-09 global O-
financial crisis.

e Itincludes numerous capital, leverage
and liquidity requirements.

e Regulators across the world have
worked for years to implement many of
those standards, and the so-called
“endgame,” agreed in 2017, is the Ofinal
iteration.
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e The “endgame” proposal, unveiled in
July, refines Basel’s approach to
setting capital based on the riskiness
of banks’ activities.

e The U.S. proposal would overhaul how
banks gauge their risk, and in turn, how
much capital they should set aside as a
cushion against potential losses.

e The main areas of focus are credit risk,
market risk and operational risk.
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e T he U.S. Federal Reserve said last
month it will make significant changes
to a sweeping proposal for stricter
bank capital requirements known as
the “Basel lll endgame” in a win for
Wall Street banks that have waged an
unprecedented campaign to water
down the rule
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