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ROME/BENGALURU: Victory or defeat for
Italian Prime Minister Matteo Renzi’s consti-
tutional reform referendum will hit financial
markets only modestly, a Reuters poll found,
with analysts split on how serious a “No”
vote would be for the future of the euro
project. Renzi has said he will resign if he
loses the Dec 4 ballot an outcome all opin-
ion polls say is the most likely - on his plan
to drastically reduce the role of the upper
house Senate. The Reuters survey of 32 ana-
lysts conducted on Nov 24-25 showed
investors expected to demand an extra 25
basis points in yield to hold Italian debt over
its German equivalent if the reform is reject-
ed, with the euro dipping 1.25 percent.

Similar moves in the other direction are
expected if voters approve the reform at the
ballot box, which Renzi is presenting as a
chance to speed up lawmaking and stabilize
government. While the poll consensus
shows only muted reaction to either out-
come, the European Central Bank said the
risks are rising to euro zone financial stability
and it would react to any “economic shock”
from the vote.

The most pessimistic view in the poll was
for a 70 basis point premium on the
Italian/German yield spread and for the euro
to fall as much as 10 percent. Half the analysts
polled see a “serious” blow to the euro project
if Italians reject the plan, which those opposed
to it say will over-centralise power and make
Italy less democratic.  The other half said the
blow would not be serious. “I think the market
underestimates the long-term consequences
of a ‘No’ outcome,” said DekaBank economist
Kristian Toedmann. “Italy’s reform agenda is a
project for many years. If it fails, trend growth
will not accelerate and government debt will
become less sustainable. This cannot be com-
pensated by (ECB) quantitative easing forever,”
he said. Italy’s chronically stagnant economy is
struggling to post convincing growth and its
debt pile, one of the world’s biggest, keeps it
under close investor scrutiny.

CRACK IN THE EURO PROJECT?
Many in the financial markets worry that,

if Renzi resigns, the anti-euro 5-Star
Movement could come closer to power.
Renzi has said he will not participate in any
attempt to form a technocrat government
of the kind that took over after Silvio
Berlusconi’s last administration collapsed in
2011. “The ‘No’ scenario opens up a very
volatile phase,” said Intesa Sanpaolo fixed
income strategist Sergio Capaldi. “In case of
Renzi’s resignation there is no clear path for
the formation of a new government. A
short-term government could just approve
an electoral law for the Senate and
announce early elections.” Further investor
concerns focus on Italy’s banks, which, sad-
dled with 200 billion euros in bad loans, are
holding back lending to small companies
that traditionally relied on them.

Banca Monte dei Paschi di Siena, the
world’s oldest bank, is among the biggest
worries as it plans a 5 billion euro ($5.29 bil-
lion) recapitalization plan. Monte dei Paschi
plans to launch a stock sale on Dec. 7 or 8
into what could be turbulent markets if the
referendum goes against Renzi and his gov-
ernment resigns. “If the prospect loomed of
a failed capital hike for MPS, the next
hypothesis is a bail-in, which would have
serious consequences,” said IG strategist
Vincenzo Longo, recalling the case of four
banks the state rescued from bankruptcy
last year. — Reuters
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NEW DELHI: Indian Prime Minister Narendra
Modi hit back yesterday at the mounting crit-
icism of his decision to withdraw all high-
denomination bank notes from circulation,
describing the move as “for the larger social
good”.

The November 8 move to ban the 500
and 1,000 rupees ($7.30, $14.60) notes some
85 percent of all bills in circulation-as legal
tender has sparked turmoil in the vast cash-
reliant nation. Long queues have formed
outside banks across the country as people
try to get rid of their old notes, and the gov-
ernment has repeatedly changed rules sur-
rounding the exchange process in response
to pressure from various groups and mount-
ing chaos.

“The decision isn’t being criticized much
(by the common man),” Modi said in a
speech yesterday, in which he praised citi-
zens as “soldiers in this fight against corrup-
tion and black (unaccounted) money”.

“Some things have to be done above politics
for the larger social good,” he added. 

Critics of the move have included former
prime minister Manmohan Singh-whose eco-
nomic reforms are credited with rescuing
India from the brink of bankruptcy in the ear-
ly 1990s-who said that the decision could
shave two percentage points from the coun-
try’s GDP.

Ratings agency Fitch has also said it
would revise down India growth forecasts for
the fourth quarter of 2016 after the shock
move. Others have slammed the govern-
ment for its “shoddy implementation” of the
scheme.

But Modi hit out at his rivals, saying those
criticizing his decision were doing so
because they were “sad that they didn’t get
any notice, a chance to prepare for the deci-
sion”.

“It is such a great step. A big, big decision.
And, for those who dream of a great future

for the country, let’s come together to
remove the problems being faced by the
common man,” he added.

In weeks since the decision, people
nationwide have complained of a cash-
crunch, with rural farming areas, where local
banks and post offices have been slow to
receive new notes, the hardest hit. Modi also
urged Indians to switch to non-cash meth-
ods of spending. 

“Every person has a right to spend his or
her money. No one can take anyone’s mon-
ey. Now people can also spend through
mobile technology,” he said, mentioning
that the country had around a billion mobile
handsets and 60 percent of its population
was under 35 years. The Modi government
claims that the move is an attempt to
encourage more people into formal banking,
which will also increase taxable income in a
country where only around 3 percent of
Indians pay any income tax. —AFP
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NEW DELHI: The scale of India’s cash econo-
my can be seen in the Azadpur Mandi whole-
sale fruit and vegetable market. Trucks bring
load after load of fresh produce to its grimy
lanes every day. Then a complex web of
wholesale merchants, smaller traders and
retailers delivers the produce to most of north
India. Almost every transaction, like most in
India, is done in cash. And business at the mas-
sive New Delhi market is evaporating, the food
spoiling and wasted, two weeks after the gov-
ernment’s surprise currency move made more
than 80 percent of India’s banknotes useless.

By withdrawing all 500- and 1,000-rupee
notes from circulation, the government is try-
ing to clean India’s economy of “black money,”
or untaxed wealth. Its success remains to be
seen, but for now the move has created ser-
pentine queues outsides banks and ATMs of
people replacing their rupee notes or making
small withdrawals.

Few people have access to banks, however.
The vast majority of Indians earn and spend in
cash, and more than half of the country’s 1.3
billion people have no bank accounts. In
Azadpur people are upset: the impossibly wiry
laborers who transport fruit and vegetables in
handcarts around the 90-acre market, the big
traders who conduct hundreds of thousands
of rupees of business in a day and the small
retailers who buy a few baskets or crates of
food to sell each day.

Stopping to talk to a reporter would have
been impossible a month ago, but business at
the market was so thin on a recent day that
groups of traders and workers were free to
speak. A look at how India’s currency move
has impacted people at one crucial market.

Worried about their next meal
Jitendra Prasad sits propped on one edge

of his wooden handcart. Flies buzz over
bunches of ripe bananas but few customers
stop to even ask his price. People are holding
on to their precious 10s and 100s out of fear of
when they’ll be able to make their next with-
drawal, he says. Banks and ATMs are dispens-
ing the new 2,000 rupee bill but smaller bills
are scant. For Prasad the big bills are useless:

“We don’t have enough money to give them
change.” So his fruit sits unsold or has to be
thrown away. Prime Minister Narendra Modi
has claimed the currency move had the sup-
port of India’s poor, since it was aimed at cor-
rupt wealth. “The poor are sleeping soundly. It
is the rich who are looking to buy sleeping
pills,” he declared a few days after the switch.

Prasad for one isn’t sleeping well.
“We are worried day and night. We are wor-

ried about having food to eat.” Handcart puller
Jagat came to Azadpur Mandi to find work
when he was 14. He has done every odd job
the market has. And he says it’s never been
harder to make enough to scrape by.

“I would make 1,000 rupees a day ($14.50).
At this time in the morning I would be so busy
I wouldn’t have time to stop and talk. But now
making even 200 rupees ($3) is hard.” Some
days there is no work at all. For now small
loans, from other laborers in the market, is
helping a little. “But if this doesn’t end soon we
will starve. What else?”

Struggling to do business
Everywhere in the market groups of traders

have time on their hands. “Nothing is going on
here. Our suppliers have stopped buying. So, we
are not getting any produce. What are we going
to sell to our customers? Our investments are
stuck. The new currency bills are not easily avail-
able,” says Sanjay, a wholesale buyer of sweet
limes, who uses just one name. “Things are so
bad that I’m actually taking the old currency
notes from the few people who show up to
buy,” he says pointing to the sacks of fruit piled
in his  hop.

He knows that it’ll be a while before he can
deposit the bundles of old notes in the bank,
“but what can I do? Throw it all away?” 

Amit Kumar hasn’t had a customer hail his
auto rickshaw all morning, a rarity on usual days.
Over the last two weeks he has seen fares drop by
about half. But food costs just as much and the
rent won’t pay itself. He’s not hopeful that the
government will help ease the problem of cash
flow that has hit people like him so hard. — AP
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NEW DELHI: A laborer squats on a truck loaded with cucumbers waiting for customers
at Azadpur Mandi, one of Asia’s largest wholesale market for fruits and vegetables, in
New Delhi, India. The scale of India’s cash economy can be seen in this market. — AP


