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Bold Policy Measures Essential To Keep Morale of Capital Market High :SMC Global Securities Ltd.
Bold policy decisions such as increase in prices of petroleum products and reduction in import and excise tariffs of crude oil and petro products will ensure rally in capital markets and fuel growth even if  government loses  significant amount of  its revenues in terms of reduced taxation with inflation exceeding limits , reveals a research analysis of SMC Global Securities Ltd released here today.
In a statement issued here today, Chairman and Managing Director SMC Global Securities Ltd Mr Subhash C Aggarwal said that recent experience proves that despite rise in prices of petrol, diesel  and  LPG , stocks of oil companies have gained in value although fears of inflation hitting double digit seem to be justified.
The government is estimated to lose close to Rs 49,000 crore  of revenues in current fiscal since it also reduced excise and import duties on petro products with some state governments curtailing VAT on sale of petroleum items to stop inflation to exceed limits is a bold policy measures which have  sent positive signals for investors to stay invested in Indian equities with long term prospective, added Mr Aggarwal. 
He suggested that it is time for serious reforms in the oil industry ,especially in pricing, subsidies and retailing so that there is no fire fighting every time global prices surge. What is not so commendable ,though , is that the government continues to control the levers of the oil industry. Despite public pronouncements of decontrol , there is no doubt who the ultimate boss of is when it comes to pricing decisions.
SMC Global Securities Ltd is of the view that brave policy decisions will not put a paid to growth which has been happening in the last couple of years and now needs to be accelerated with proactive reformist approach to make sure that disinvestment target of Rs 40,000 crore for current fiscal is achieved , fiscal deficit contained at intended level of 4.6 per cent of gross domestic produce and tax collections on direct and indirect fronts  realized as desired. 
All these could possibly be accomplished  with bold economic decisions with a consensus approach within the UPA regime to keep tempo and morale of capital market intact although adverse impact of inflation is now being felt even by corporate whose margins have shrunk optimally though these still resist raising cost of their products in the wake of increasing input costs to stay competitive in market with trying hard to retain their respective market size, pointed out Mr Aggarwal.
The company has recommended that the government should execute goods and service tax as soon as possible and put in practice the new direct tax code so as to ensure that road to reforms is smoothened .  
In addition, it should  further reform the financial and banking sector to avert possible slow down for which concerted policy push is required to enhance private investment which has been declining for the last year or so,  especially at times when combination of factors including persistent high inflation rate, higher oil prices , sharp rise in interest rates and a weak global capital market environment is likely to result in slowdown in growth.   
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