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NEWS AND UPDATES – 21 October 2011
UPDATES
I-T dept to make names of defaulters owing over Rs 10cr public
The Income Tax department has decided to publish the names of defaulters who owe more than Rs 10 crore as unpaid taxes after it unearthed details of such assessees recently. The department has decided to send show cause notices to such assessees, who have reported "no assets/inadequate assets for recovery", by the end of this month, asking why their names should not be published and put in the public domain. "After receiving their replies, we will decide on making their names public in newspapers and on the Internet. Every case will be decided on merit," a senior I-T official said. The department got a boost in its efforts to trace such tax payers after it recently got a dossier on them from the Financial Intelligence Unit (FIU) and from the records of a few enforcement and intelligence agencies.

Pre-payment penalty ban hits housing finance companies stocks
Shares of housing finance companies fell in a weak market on Thursday on concern the regulatory move to ban these firms from penalising pre-payment of loans would affect their profits. But analysts said such worries are stretched as revenues from pre-payment of loans contributed only marginally to their earnings. HDFC fell 4.3%, Dewan Housing dropped 2% and LIC Housing Finance dived 6.4% on Thursday. The Sensex ended 0.9% lower after cutting early losses. Investors are worried that the ban on pre-payment fee would squeeze earnings on two fronts: the impact of loss in income from such charges, and the impact due to higher early loan closures.

Rupee drops to one-month low
The rupee dropped to the lowest level in almost a month on speculation that the central bank is set to raise borrowing costs for the seventh time this year, slowing economic growth and damping demand for the nation’s assets. The rupee declined 1.3 percent to 49.8075 per dollar in Mumbai, according to data compiled by Bloomberg. It touched 49.8163 earlier, the weakest level since Sept. 23. Foreign investors sold a net $72 million worth of Indian shares this month to Oct. 19, exchange data show, the third straight month of a cut in holdings. Government securities finished lower on selling by banks and companies.

Foreign inflows to rise as institutions flock to infrastructure bonds
Amid reports of the government planning to double the ceiling on foreign investment in government securities to $20 billion, foreign institutional investors (FIIs) have stocked up on allocations to buy infrastructure bonds. An auction of infrastructure bonds for $5 billion (R24,500 crore) held earlier this month was oversubscribed by a fairly large amount. Though FIIs have bought bonds worth only $4.3 billion in calendar 2011, inflows could rise sharply in the next couple of months as they pick up the bonds they have bid for. “Most of the bids were for paper at the shorter end of the curve and as a result, yields have come down by about 25 basis points.

Direct Taxes Code will come next year: Finmin
The government on Wednesday expressed optimism that the Direct Taxes Code (DTC) would come into force from the next financial year. Finance minister Pranab Mukherjee said he was confident of the DTC being recommended by the standing committee in the coming (winter) Parliament session. “I hope that I will get the legislation by the Budget session,” he told an economic editors’ conference here, answering a question.

NRIs can hold accounts in any currency now: RBI
The Reserve Bank today said Indians who have non-resident accounts in the country can now hold them in any currency which is fully convertible. The move is likely to help NRIs/Persons of India Origin as it will give them more options in the holding of accounts, and lessen the risk from fluctuations in major currencies. Earlier, FCNR(B) account holders were allowed to hold accounts in only certain currencies such as the Pound Sterling, US dollar, Japanese yen, euro, Canadian dollar and Australian dollar.

Reserve Bank of India warns of another global financial crisis
Reserve Bank of India (RBI) has warned of another financial crisis brewing, as global liquidity becomes a concern amidst central banks pegging their lending rates at near zero levels, leaving scope for another asset bubble to take down the global financial system. "There is, thus, incontrovertible evidence that there is yet again a huge under-pricing of risks in the financial system and, therefore, it is not a question of if, but when, the generic asset bubble caused by manifold increases in balance sheets of central banks will burst," said RBI, executive director, VK Sharma in his address in Singapore on 'Identifying Systemic Risks in the Global Markets - Lessons Learnt from the Crisis'.

Drafts of tax accounting standard on construction contracts, government grants issued
The Central Board of Direct Taxes (CBDT) has invited comments and suggestions from stakeholders on the proposed tax accounting standards (TAS) on construction contracts and government grants. The drafts of the TAS on these two issues were released today. A committee constituted by the CBDT in December last to study the harmonisation of the accounting standards issued by the CA institute with the direct tax laws in India has recommended the draft of these two TAS.
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