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He has over 20 years of experience in financial markets, bonds, equities, gold, and
derivatives. He muses about macro opportunities and challenges, economics,
business, and financial issues. Mr. Jain is currently the CIO of BNP Paribas Asset
Management India Pvt. Ltd.
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Big Change:
The end of Five-Year Plans: All you need to know

What I read this week: Is Bangalore becoming unliveable?
Credit cards, ATMs to be dead soon

Chances are the government move to dismantle the APMC system has gone unnoticed by
you. But down there, it has been a gamechanger for thousands of farmers in the
hinterland as they can now sell their fruits and vegetables to the public directly. Read more
about how the removal of the middleman is changing lives over there.

I also read two smart pieces prophesying death of ATMs and credit cards in India by 2020
and a shocking revelation about how lake city Bangalore may turn unliveable in just about
five years hence because of rapid depletion of ground water levels.

That should be enough to wreck your brains. Happy reading and do enjoy your weekend!

Middleman’s pain, farmers’ gain
The dismantling of compulsory selling to APMC traders has led to the creation of weekly markets with farmers directly selling fruits and
vegetables.

News reports suggest that there are a few hundred of these markets across the state of Maharashtra. Farmers are very happy in being
able to sell to the public directly. There are multiple reasons for the same. First, they get a better price for their produce with the middle
men out of the way.

Second, they get their money immediately instead of when they sold their produce to an agent at a mandi, up until last year. Thirdly,
lesser amount of vegetables and fruits are wasted given that what is produced is sold almost immediately This is also an excellent
example of how any government can enable citizens to carry out their work honestly, by getting rid of provisions which hamper the ease
of doing business.
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This is an impact of a decision that the Maharashtra government took in June last year. It basically allowed farmers to sell their produce
in the open market. Up until then the farmers could only sell their produce to traders licensed by the Agriculture Produce Marketing
Committees (APMCs). This is something that needs to happen throughout the length and the breadth of the country. Farmer markets
need to bloom. Nevertheless, as a report in the Mint points out, only "15 states allowed the delisting of fruits and vegetables from
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APMCs, making it possible for farmers to sell these outside regulated markets."

This tells us that other states are still bowing to the pressure from the trader lobbies. I believe the dismantling of APMC Act is a step in
right direction will lead to more money reaching the farmer instead of filling the pocket of middleman. Read More

The last remaining cheap asset
What’s that line legendary strategist Don Coxe likes to use? “The most exciting returns are to be had from an asset class where those
who know it best, love it least because they have been burnt the worst?” Grains and other agricultural commodities have been a vicious
bear market in real terms.

Technology has caused grain prices to resemble the price decline of a 80386 microprocessor chip. Whether it be from improvements in
fertilizer and pesticides, to the introduction of self-driving farm equipment, the modern farmer has become dramatically more efficient
over these past few decades.

Maybe Monsanto will come up with even better super grain seeds to create the fountain of perpetual food. Maybe we will figure out ways
to automate the remaining last few jobs left on the farm to squeeze costs even lower. I just do not buy that progress can continue at this
pace. I have no doubt that farmers will continue improving, but I suspect the large gains are behind us. The moves from here will be
incrementally smaller.

Great technicians like Peter Brandt are raising the possibility a long-term bottom might be forming. And then, shrewd macro traders like
Raoul Pal, are advocating buying grains from a fundamental perspective. But few are talking about the real reason that grains offer a
compelling risk reward from the long side. If this Central Bank experiment goes off the rails, we could have a return of 1970’s style
inflation. That happens to coincide with the last great bull market in grains. Read More

Cards and ATM to be redundant in India by 2020
The value of mobile money transactions have more than doubled since the nullification of 86 per cent of India’s cash in circulation in
November, while those made with credit and debit cards has fallen, and cheque purchases have barely budged.

Mobile payments still make up only a small percentage of overall transactions, but their surging popularity is being noticed. At this rate,
cards and automated teller machines could be redundant in India by 2020, predicted Amitabh Kant, head of NITI Aayog. Mobile wallets
could be the next example of countries pole-vaulting to the latest technology, in the same way that some emerging markets went directly
to using cellphones.

“More merchants already accept payments from Paytm, India’s largest mobile-payment company, than accept credit or debit cards in
India. There are only 2.5 million card-scanning machines in the country, while 5 million merchants accept Paytm through their
smartphones. Paytm aims to more than double that number this year. “In the future, everything will be mobile,” said Vijay Shekhar
Sharma, chief executive of Paytm parent company One97 Communications.

Mobile payments will become “bigger than plastic,” he said.

Indian shop owners and consumers can download any one of more than 10 competing apps, of which Paytm is the market leader, with
218 million mobile wallets. The company counts China’s online retail behemoth Alibaba among its backers and is set to receive a new
investment of more than $US1.5 billion from SoftBank in a deal that could be announced as early as this week. (again a case of winner
takes all and a privately owned company).

While many Indian families have access to a bank debit card, a vast majority only use it to get cash out of ATMs, if ever. Credit cards
have been in

India for decades, but there are still only 30 million in the country. In 2014, fewer than 5 per cent of Indians over 15 had credit cards,
while 60 per cent of Americans did.“Cards had their time,” but they never took off in India, said Vivek Belgavi, partner and financial tech
specialist at the Indian arm of PricewaterhouseCoopers. Read More

Hundreds of lakes, but no water
When the IT industry exploded, though, the planning seemed to seize up. Or perhaps it simply couldn’t keep pace. In 2004 it was a trip
to Bangalore that inspired New York Times columnist Thomas Friedman’s wide-eyed epiphany that “the world is flat.” The city—having
raced from obscurity to compete handily with American tech hubs—became Friedman’s go-to mascot for globalization in overdrive. The
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question of stressed resources, however, rarely factored into

Friedman’s columns, and it seemed to figure only casually in the city’s own calculus.

Bangalore once famous for hundreds of lakes has a problem: It is running out of water, fast. Cities all over the world, from those in the
American West to nearly every major Indian metropolis, have been struggling with drought and water deficits in recent years. But
Bangalore is an extreme case. Last summer, a professor from the Indian Institute of Science declared that the city will be unliveable by
2020. He later backed off his prediction of the exact time of death—but even so, says PN Ravindra, an official at the Bangalore Water
Supply and Sewerage Board, “the projections are relatively correct. Our groundwater levels are approaching zero.”

Bangalore, once famous for its hundreds of lakes, now has only 81. The rest have been filled and paved over. Every year since 2012,
Bangalore has been hit by drought; last year Karnataka, of which Bangalore is the capital, received its lowest rainfall level in four
decades. But the changing climate is not exclusively to blame for Bangalore’s water problems. The city’s growth, hustled along by its
tech sector, made it ripe for crisis. Echoing urban patterns around the world, Bangalore’s population nearly doubled from 5.7 million in
2001 to 10.5 million today. By 2020 more than 2 million IT professionals are expected to live here. Read more
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