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A real estate boom and Indians' love for gold are proving costly for India Inc. Since

the 2008 Lehman crisis, there has been a sharp deceleration in corporate

investments to the lowest level in 10 years, even as households stepped up

investments in real estate and gold. Capex by private companies declined to 9.9 per

cent of gross domestic product (GDP) in FY13 from a high of 18.8 per cent of GDP in

FY08, according to figures from the Central Statistical Office (CSO). Investments by

households during the period rose to 15.9 per cent of GDP from 11.7 per cent in

FY08.

Physical savings (real estate and gold) now account for a little over two-thirds of all

household savings, up from 48 per cent on the eve of the Lehman crisis. The share

of financial savings (bank deposits, mutual funds, shares and debentures, insurance

and pension funds) during the period declined to 32.4 per cent from 52 per cent in

FY08. In contrast, a boom in corporate capex prior to FY08 was accompanied by a

steady decline in the share of household investments in gross capital formation and a

decline in the share of physical assets in household total savings portfolio.

most popular on facebook

A trick Chidambaram has played on Modi?

3 comments · 1 hour ago

India and Israel bond with technology,

innovation

1 comment · 2 hours ago

5 things that Zuckerberg could have done with

$19 billion in India

5 comments · 5 hours ago

India's power generation capacity doubles in a

decade

14 comments · 3 days ago

Chidambaram throws a googly at Modi

talking point on sify finance

Web Sify

Follow us on

home samachar finance news asia cup 2014 sports movies wwe bawarchi more

Search

Cape Coral Land Invest
usapropertyinvestor.com

Invest From Just $10,950 100% Developer Buy Back Option

Sign Up Create an account or Log In to see

w hat your friends recommend.

The politics of Rahul's blood!

2 people recommend this.

Kaaviya Thalaivan first look on Feb 27th

3 people recommend this.

10 reasons why Manmohan is the worst

PM ever...

One person recommends this.

Leopard loose in Uttar Pradesh town,

schools and colleges shut

2 people recommend this.

Facebook social plugin

http://www.sify.com/
http://www.sify.com/finance/
http://www.sify.com/finance/moreheadlines/category/default.html
http://www.sify.com/topics/krishna-kant---dev-chatterjee.html
http://www.sify.com/finance/a-trick-chidambaram-has-played-on-modi-imagegallery-economy-ocvsvwadagd.html
http://www.sify.com/finance/india-and-israel-bond-with-technology-innovation-news-national-ocxlElbjach.html
http://www.sify.com/finance/5-things-that-zuckerberg-could-have-done-with-19-billion-in-india-imagegallery-corporate-ocvlz3agdhe.html?source=sifyhome&slot=c1s3
http://www.sify.com/finance/india-s-power-generation-capacity-doubles-in-a-decade-news-national-ocsaagidfig.html?ref=slideout
http://www.sify.com/finance/chidambaram-throws-a-googly-at-modi-news-analysis-ocvkNUgggeh.html
http://www.sify.com/finance/
http://m.sify.com/
http://www.facebook.com/sify
http://twitter.com/#!/sifydotcom
http://www.sify.com/rssfeeds/
https://plus.google.com/101635574783660998904?prsrc=3
http://mail.sify.com/
http://mail.sify.com/
http://www.sify.com/
http://www.samachar.com/
http://www.sify.com/finance/
http://www.sify.com/news/
http://www.sify.com/sports/cricket/asia-cup-2014/
http://www.sify.com/sports
http://www.sify.com/movies
http://wwe.sify.com/
http://food.sify.com/
http://www.sify.com/
http://googleads.g.doubleclick.net/aclk?sa=L&ai=CAx-X_hULU9_0OoWo8gWvl4G4Bpz6goIFhNfelYABwI23ARABIJqYqRFQsb2QjQJg5dLmg7wOyAEBqQI-REbvq-W7PqgDAcgDwwSqBNMBT9BEuhkUHAjMEiG__01HYlis0XJazVySwe0aqST4_z5Mw775o7DI7PWeKB9VbO7WK_lh-TGfwXTAM2nCK0kU93D4rPGQibGTf4sp4cqYcxgmRwqPFJKazunBeyYfhnFraxVgkXs8hoGtJ0qyfCoMpKVF_9yPm3XoDHen8n3oZNScQvHIFoPN2HD38eXjX26azAc6kjiQvU3oaw-hvvhVyk3ItPs2G2TysXCdcjvLVYt_v2fHrLpB4HqG2Hoh-1sjnHxNjnDECeFVp1inYeIkE4Rra4AHtvOSCg&num=1&sig=AOD64_1zkCI0_jr3XcSRP2Ig3BUju-uj4A&client=ca-pub-0910144482339723&adurl=http://usapropertyinvestor.com/landing/InvestingCapeCoral.html
http://googleads.g.doubleclick.net/aclk?sa=L&ai=CAx-X_hULU9_0OoWo8gWvl4G4Bpz6goIFhNfelYABwI23ARABIJqYqRFQsb2QjQJg5dLmg7wOyAEBqQI-REbvq-W7PqgDAcgDwwSqBNMBT9BEuhkUHAjMEiG__01HYlis0XJazVySwe0aqST4_z5Mw775o7DI7PWeKB9VbO7WK_lh-TGfwXTAM2nCK0kU93D4rPGQibGTf4sp4cqYcxgmRwqPFJKazunBeyYfhnFraxVgkXs8hoGtJ0qyfCoMpKVF_9yPm3XoDHen8n3oZNScQvHIFoPN2HD38eXjX26azAc6kjiQvU3oaw-hvvhVyk3ItPs2G2TysXCdcjvLVYt_v2fHrLpB4HqG2Hoh-1sjnHxNjnDECeFVp1inYeIkE4Rra4AHtvOSCg&num=1&sig=AOD64_1zkCI0_jr3XcSRP2Ig3BUju-uj4A&client=ca-pub-0910144482339723&adurl=http://usapropertyinvestor.com/landing/InvestingCapeCoral.html
http://googleads.g.doubleclick.net/aclk?sa=L&ai=CAx-X_hULU9_0OoWo8gWvl4G4Bpz6goIFhNfelYABwI23ARABIJqYqRFQsb2QjQJg5dLmg7wOyAEBqQI-REbvq-W7PqgDAcgDwwSqBNMBT9BEuhkUHAjMEiG__01HYlis0XJazVySwe0aqST4_z5Mw775o7DI7PWeKB9VbO7WK_lh-TGfwXTAM2nCK0kU93D4rPGQibGTf4sp4cqYcxgmRwqPFJKazunBeyYfhnFraxVgkXs8hoGtJ0qyfCoMpKVF_9yPm3XoDHen8n3oZNScQvHIFoPN2HD38eXjX26azAc6kjiQvU3oaw-hvvhVyk3ItPs2G2TysXCdcjvLVYt_v2fHrLpB4HqG2Hoh-1sjnHxNjnDECeFVp1inYeIkE4Rra4AHtvOSCg&num=1&sig=AOD64_1zkCI0_jr3XcSRP2Ig3BUju-uj4A&client=ca-pub-0910144482339723&adurl=http://usapropertyinvestor.com/landing/InvestingCapeCoral.html
http://www.facebook.com/campaign/landing.php?campaign_id=137675572948107&partner_id&placement=recommendations_plugin&extra_2=IN
http://www.facebook.com/l.php?u=http%3A%2F%2Fwww.sify.com%2Fnews%2Fthe-politics-of-rahul-s-blood-imagegallery-national-nk0mS5hfhce.html%3Ffb_ref%3Dfinance_fullstory&h=7AQHzvS-8&enc=AZMJutjrYs40Ej8drb-5vivan9pXrM4gruCQvCcszDQ0S4ve5BZvaq8MwJBVoR5w0mrQNdCjMgwV8nld35EYKIIyQXwAfNUoTodc7tBAB0DogwQSERSr0GQKcReJsDJ1iMgaujgrfnumOzHHijaS4FbqIKC9dGr2jHfi_PaBL5VFcgPieY2VkY1GKFemVQlOvPrNsJhGyPXItpOUnxZHlvzaBljlyXuocaRwSAegCBM_Fhl0dT0isa66pI5AgeI9vlA&s=1
http://www.facebook.com/l.php?u=http%3A%2F%2Fwww.sify.com%2Fmovies%2Fkaaviya-thalaivan-first-look-on-feb-27th-news-tamil-ocyjMWhehbj.html%3Ffb_ref%3Dfinance_fullstory&h=HAQEoUKwR&enc=AZPnmPvOFQ10wJLlGyLzs7F0Xcep2VD0QAVYZgjBdf_XGW5meeufyVbkxAzov_WbGh6sNLCkvdoz0App89hdrJgE765CNTO3OG14fEwmZJ-HAJMxwUhgJzEv92R0XxKqUtETyueceU6jAjl1VhBbRbMpJ2HWo5JVSPjWHmjhkPXmfyJ9PY2X_IxEpRTXy3q23x7BYyjzSKlWt3EAle_EHsF7iMJ9_666UFQRsvFem_HrVqLG22T4oadG50y2g9i_uC0&s=1
http://www.facebook.com/l.php?u=http%3A%2F%2Fwww.sify.com%2Fnews%2F10-reasons-why-manmohan-is-the-worst-pm-ever-news-columns-ocxwUnfdeaf.html%3Fsource%3Dsifyhome%26slot%3Dc2s1%26fb_ref%3Dfinance_fullstory&h=8AQG0l0gn&enc=AZNfc1pqsGInaVcPXjhc0n8mxFM_SfU18w5DJS17Cw5jrs-iaFtmubAj8Non-hxb306HoHff5Rk6lOoUjzfxWQ7mLjpjfLi1jA907bkqn-hHLaXzw_x3kGvE3GT4jyeRge74h29fihrC_RE4vCT8jkT8vmGHWaDPmn6MSzB-mcw9x57HwJQvtsFdLoPVR8S7qWsxa3qF1XS4mboxnqva2oZ6XlX_Hk2zApeO6AIG3ZGlqYcpyXSH5CID3JnQPWsRD18&s=1
http://www.facebook.com/l.php?u=http%3A%2F%2Fwww.sify.com%2Fnews%2Fleopard-on-the-loose-in-meerut-news-national-ocylEeaeidg.html%3Ffb_ref%3Dfinance_fullstory&h=wAQGhNu5g&enc=AZO8VXRrivNTqIjFxDRG2DfnbxnP7e4oi0hqAhKc4S8lS_hn45W9AMQGI_uoOgbvmkR1QpJicN4DTFVBzJ4qOS1VFRp77oPUPZx1dlDCMY4WQkxVvxzM1pRSdn3oSAiGp5nOpv69S8T1nPizliKOhM8YnqGBx3zw9x5Jg9CRZdxpjgsEb9b71e95auTu-P14VT4M7wq3hroRH-CgvS1YaXo__uTUcgiD2Q-3TiVfd3x2LhnoCz9BDYvb9cnjX89GWVA&s=1
https://www.facebook.com/help/?page=209089222464503
http://www.facebook.com/l.php?u=http%3A%2F%2Fwww.sify.com%2Fnews%2Fthe-politics-of-rahul-s-blood-imagegallery-national-nk0mS5hfhce.html%3Ffb_ref%3Dfinance_fullstory&h=RAQFPtgjV&enc=AZOtgpsEp0oqnbhdhN8uKYl3_lKTwlr5gNoRU439EofcnyNcqbO5blAruwqgF_DZ4DJIvf056xNAM_sem1i8Ymz3co-T9K4ksB_B7BqokDcAtJ0xNdT89QksZKGTPl17BTIhVfcx1Olzcjrau258vOB79scM2Up6_GCe55F1M2K1xS8NTbeWei3Y67yduqX8gH39jRUdlq4Y-i7x3chesWOkAzwzBN0VDJKdxlBUxkIJAT7IhbyjpKVAQ3gbdnLsCzY&s=1
http://www.facebook.com/l.php?u=http%3A%2F%2Fwww.sify.com%2Fmovies%2Fkaaviya-thalaivan-first-look-on-feb-27th-news-tamil-ocyjMWhehbj.html%3Ffb_ref%3Dfinance_fullstory&h=wAQGhNu5g&enc=AZPt3X220fJi3e_ytvd-qA8GV-XLGtLqOLmIsgwqNoMjITKqxc1yGox3ZaiUOt1shFclb_D_quESc-SWiKj4HxmNauigHiHI4P5KT-msJTIPPuAOjFLSgZTeStOhz5xuZVuvtmoaBhd8EXPNjDPRE0sPCTR3q3p2hICiMvBr5eAfmvdiMFTIGP527tRIlLG0hVQNxx9CJGisgl-raFhDuCNZ2vwpBxo8nou12lsNf5Nv6x26VURC3Ii454rNjW5_3vA&s=1
http://www.facebook.com/l.php?u=http%3A%2F%2Fwww.sify.com%2Fnews%2F10-reasons-why-manmohan-is-the-worst-pm-ever-news-columns-ocxwUnfdeaf.html%3Fsource%3Dsifyhome%26slot%3Dc2s1%26fb_ref%3Dfinance_fullstory&h=mAQHwQgWu&enc=AZNA6POdgy6Ux8rA-kbDxTqoFjZP1YUvZdbyBbYSLF8JA4Hg6KsssDkgmrH3sE7ggDr3R14Y2iQzam8ARkK_g0wlttjsQ-lCRzmTf_Nmhdjri6wtD_8RLVIeWtU8IEmvoG3i0BeepYcuEmn4zwG3oDpYmBU7ptJ__zZzee43g1vNYy6zw-qnGuWCC4IO9wkJlnS5HysBrwboWPdz757AvkI04EE1jykHEUp-Hf7Gehg5-sgLPbTnN6E1j7inozGkaj8&s=1
http://www.facebook.com/l.php?u=http%3A%2F%2Fwww.sify.com%2Fnews%2Fleopard-on-the-loose-in-meerut-news-national-ocylEeaeidg.html%3Ffb_ref%3Dfinance_fullstory&h=LAQFsYr-U&enc=AZOVWmh-oRAwkHtNP3g0777gsIUMaPKEaGKdZZi3UeKkgF6jxwBJzWsoK5rUd_jW5I2GlJ8mCLnI6xOqQ9yXDM5bwtfmQ08t5d-ve1ESOGH-D4fgmP3XASEpi4OhziCPxPtOt4dy-SKKK8wwlHyZ5q0eDXxBfSoR3P-rvZ4TDmfH-TB2W-OuzOY1a2vMmlfDoO3_i9kQuCspy4n4FGOhmM3sVUJeGOJfKyU3D4ffrXk0SNiWXfQwBymzrAyzu7wPjys&s=1
https://www.facebook.com/help/?page=209089222464503


2/24/2014 Real estate, gold account for two-thirds of all household savings

http://www.sify.com/finance/real-estate-gold-account-for-two-thirds-of-all-household-savings-news-default-ocydgqahjai.html 2/4

Capex slowdown is most visible in

machinery and equipment, bulk of

the corporate investment. It not

only brought down the investment

rate in the economy; productivity

growth also slowed, a double

whammy. "But this slowdown is not

evident in the headline investment

numbers because even as

corporate investment has

witnessed a secular stagnation, it

has been offset by a rise in household investment in real estate and gold. But this is

a numerical offset, not an economic one, given the unproductive nature of the latter.

Clearly, any sustainable recovery and pick-up in potential growth squarely hinge on

when the corporate investment cycle turns around," says Sajjid Chenoy of JP Morgan

in a report dated January 26.

The period also saw a gradual decline in corporate profitability, due to a mix of poor

demand growth and rise in operating costs. The operating margin of BSE 200

companies, excluding banks and finance, declined to 15.6 per cent in FY13 from 19.8

per cent of revenues in FY08. This reduced the internal accruals available to

companies for capex and other growth plans.

"After 2008, the terms of trade began to move in favour of farmers, landowners and

rural peasants, who have a higher propensity to put their savings in real estate and

gold. In contrast, financial savers such as salary earners in urban India faced an

income squeeze from slow economic growth and high consumer inflation," says

Dhananjay Sinha, head, institutional research, Emkay Global Financial Services. This

dried the flow of funds for corporate investment that is channelled through bank

deposits, mutual funds, initial public offers and insurance companies.

In the past five years, rural income has grown faster than urban households due to a

mix of higher food prices, spike in land prices, rise in minimum support price for

foodgrain and higher public spending in rural areas on programmes such as the

employment guarantee schemes and rural roads, among others.

Besides, companies in many sectors are struggling with regulatory issues such as

environmental clearances holding up project implementation. "We are consolidating

our operations after almost Rs 24,000 crore investments in the last few years. The

biggest problem faced by companies is uncertainty over natural resources,

government policies," says D Bhattacharya, managing director of Hindalco Industries,

India's largest aluminum producer.
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Analysts say a consistent rise in household savings in physical assets has also

impacted demand, with many industries operating at capacity utilisation levels of

between 70 and 75 per cent. With demand across the board being lacklustre, as

shown by negative growth in manufacturing, there is little incentive for companies to

invest.

"Investment is one the biggest growth drivers as seen in China where a large part of

economic growth in last two decades was contributed by high investment rate," says

D R Dogra, managing director of Care Ratings. "This can actually be replicated in

any country. However, in India such a pattern has been uneven," he adds.

Analysts are now pinning hopes in a shift in government's fiscal policy towards

investments and away from subsidies and handouts. "We need a clear policy that

encourages financial savings and discourages over investment in unproductive

assets such as land, buildings and jewellery," adds Dhananjay.
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