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Article - 1 : India and the UAE - A new strategic compact

OBSERVER
@% RESE/ \P( H
FOUNDATION ORF f&=t ORF WSt ORF qieatt

Ideas - Forums - Leadership - Impact

RESEARCH CENTRES FORUMS EVENTS ABOUT US Search
' moved. {>Y0w\ ol and Loaboo

India and the UAE: A New Strategic Compact
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Analytical Crux

Tundia- UAE tiea are wolt obout oil 4 Tudian workers ; ‘H«eﬁ
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Article - 2: India needs to win back foreign investors. Three things to do

Indianeeds to win back foreign
investors. Three things todo

HE OPTIMISM that has long

surrounded India’s economic

story is now being clouded by

conflicts —whetherinthe form

oftariff warsor tensionsspilling
over from West Asia. For decades, Indiaen
joved balance-of-payments surpluses,
buoyed by strong remittances, steady for
eigncapital inflows, and exports, But the tide
seems to have turned. Foreign equity port
folio investors have pulled cut over Rs 2lakh
crore so far in 2026, even as oil prices threaten
todouble the current account deficitto2 per
cent of GDP, and the comfort of BoP surplus
has given way to the rare discomfort of the
third consecutive year of deficit.

This may become more than a statistical
blip asthe US-Iran war continues to defy ex:
pectationsof an early resolution, warranting
acloser look at the changing global environ:
ment and the policy roadmap ahead.

Global capitalis nolonger the neutral tide
itonce was, nor it is just about efficiency or
returns. It is increasingly a tool of strategic
competition, more fragmented and increas
ingly politicised. We are in a two-speed
world: Developed economies are getting
bigger dollops of flows, while developing
countries arestruggling, AccordingloUNC
D, in 2025, global FDI rose 14 per cent to
$16 trillion. Flows to developed economies
jumped 43 per cent to$728 billion, drivenby
Europe and financial hubs shaped by indus
trial policy and geopolitics. In contrast, FDI
ies fell 2percentto

to developing econe

o,
With the global environment steadily
deteriorating and capital becoming more
discerning, the way forward for policy
makers would be a sequenced, time-bound
set of tiered actions,
First, ensuring stabilisation through bold

moves over the next six months, Taxreform
could be the big-bang stabiliser as opposed
toyet another R bond issuance. Capital
market signals are worth paying heed to.
India could evaluate a shift 1o a residence

based capital gains tax system, exempting
foreign investors from long-term capital
gainstax. This woukd remove amajor irritant
that currently deters foreign portfolio inves

tors. Long-term capital gains are taxedat 12.5
per cent plussurcharge, short-termat 20 per
cent, and indexation has been removed for
property and gold. Every rupee taxed while
beingtakenout is adisincentive to re-enter.
Exempting non-residents from Indian capi

tal gains taxcould provide immediate relief,
would have universal impact and requires
no bilateral negotiations, Another measure
would betoallow Euro nUCITS fundsto
access Indiadirectly, giving thema passpaort
into the market, though this could take
longer towork. Also, cutting withholdingtax
rates and indexing tax thresholds to inflation
would further ease the burden.

What about FONR bonds? Under the cir
cumstances, FCNR bonds should remain in
thetoolkit, but asa fire extinguisher, notthe
first line of defence. Offering a concessional
windowtoNRIsata time when US vieldsare

1-4.5 per cent would mean a much higher
cost and would subsidise
foreign/NRI capital at the expense
of domestic savers. It will also dis

tort capital allocation, favouring
banks and NRIs over corporates.

Moreover, external buffers remain
strong with reserves of $650 billiory

plus, and manageable debt ratios
and healthier balance sheets.

Efforts must be made to curb
importsof oil and gold in line with
the Prime Minister’s appeal. Do

SACHCHIDANAND
SHUKLA

India could evaluateashiftto  wr
aresidence-based capital
gains tax system, exempting
foreign investors from long
term capital gains tax. This
would remove a major irritant
that currently deters foreign
portfolio investors

mestic fuel prices must be raised to allow
demand-side adjustments, followed by the
intent to reform subsidies, especially those
of fertilisers

FDI ownership caps could be revisited,
including allowing 100 per cent automatic
foreign investment into remaining sectors,
Note, for India, the FDI story is not one of
despair and gross FDI remains resilient
Today, 90 per cent of sectors are on the auto-
matic route. Even Press Note 3, which gov
ems investments from land-border coun
tries, has been eased: Ownership below 10
percentis automatic, and proposalsin elec
tronics and polysilicon are fast-tracked

within 60 days. se (P2 ules
could be refined by lowering the threshold

for scrutiny and adopting a screening sys
temsimilarto America’s Committee on For
eign Investment in the United States
(CFIl Risks of geopolitical exposure
should be managed through careful moni
toring. Together, the above changes would
e India far more attr ¢ to global
capital in the world of 2026.

Second, boosting competitiveness. This
should focus on measures at the grassroots,
alongside which India must front-load infra
structure delivery. Closing infrastructure
gaps and delivering on budgeted capex will

keep India in good standing and
vrite growth. Labour reform
would be a critical measure, with
theCentre having notified rules for
all four labour codes. States are ex
pected to finalise rules by the sec
ond half of 2026, and compliance
could be encouraged throu,
centives. Rai labour force par
ticipation 1o 65 per cent, via a push
to labour-intensive sectors as well
as agro-processing, would create

jobs and strer
value chains.
Judicial reform s yet another grassroots
pillar. By introducing Al-enabled case man
agement and fast-track commercial courts,
India could aim to resolve disputes within
months rather than years. A new version of
the national single-window system would
simplify approvals further. Importantly, judi
cial improvements would amplify the im:
pact ofall other reforms. They are politically
less contentious b y
much like Poland's judicial eflicier
forms that unlocked economic dyn:
Third, forthe transformation of theecon

ren India’s position inglobal

omy over the long-term, India must push
n and inte

decisively for trade liberalis
gration into global value chain
also entail tariffeuts with ASE
alor
bour-intensive sectors. This would make ex:

ports more sustainable, but only if the insti

tutional foundations of tier two are in place.
Broader policy reformsthat tarnget energy se

curity, distribution reforms, and the inclu

sionof the energy sector, specifically electric

ity and petroleum products, under GST will
also have to be acted upon. Fi cial deep

ening would provide resilience ¢ vol

atile foreign portfolio flows. Working to
deepen and energise the corporate bond
market could also help build domestic pools
of capital.

Indiastands ata cusp, and the poli
perative is dear. Big-bang reforms can draw
capital, but structural reforms will ensure i
stays and even grows the pie. The world is
watching whether India can match ambition
with execution.

mist, L&T

s personal

The writer is group chief e

B coy m,o.a/\i/sc,to?.%o‘f;

GRP due to ofl prices.

DT %o deueﬂopect CCO N0 WULA

728 Litlion.

W P4l Tidioco vmunsl aeatore

fsa)\eig n  (nvesalon m{,—fdem,c,e/

‘H/v\.ouﬁ{«v tax /)tab(iid:g, At?omat’/\,

Cormp it iveren and ﬁov\a —terwn

t’mi’e,akoi:{m et 8ﬂoéal

value chotna.

Facts

B FoT bo de,ueﬁopi

e.CONOWULA

kett 27 to %877 biliewm.

twenreaned U7 do

PSIR Optional by Amit Pratap Singh | ForumIAS



Analytical Crux

POA&[@V\. mvertment & wol a wanKel inue but a 8¢opob“tt°cal
Confsidence inaue. Ca,pt‘JtaL goer where rauler ane P,\de"otouble, 5
taxes arne pstable & execution ¢ credible. Re,éozxwvs Like
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(muvenston confidence olepe/wolA o E\«bx\a/suwctm , leboun
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showld wmove from atlracting copital ” to rctaiining
cap ital %Aauﬁlv lstitulional slhength. =

Verbatim Quotes

. We cne (n a mo—spud wondd. : Dwdope,d/ CCONO VNCA O e
82116«6 ‘ot‘@@&\ doQ.Qo‘[aA dg éﬂow/s Cwivle dwc@opz%.a nakconn
ane »1w58un,(7. i - Sachchidanand Shuklo
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Article - 3 : Urban chaos - Too many captains, no clear command
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Priyanka Tibrewal Srikara Prasad Last Updated - 14 May 2026, 0150 IST M WV\AM'PO w{A_Cd A
Facts
B v+, cAa, 1992 - cf:ta H I )\e,a.,UfU power split acoss
govern mends to have powe 20- 29 O.am\,u"eA - ULGs
ovew I8 {5uw0tc‘aws LiKe wban parontedal outhonities , stode
ploy Mwa , social development dc,Pouutme/nIA , SEZ awthontien,
& (/ooﬂo(?(oodv protection. Comtt boonda 4 othen.

PSIR Optional by Amit Pratap Singh | ForumIAS



Analytical Crux

Tndiom ckier do wol LaeK tnatitutions ; ‘H«e,a sufpen from too
Mamy tratitutions wOAKA“V\a withoull clearn cCommand . OLGe
e blawmed 60/\, POoOA Seavicen, but ‘tkoa do wol covihrol Kea
f;uvwi?fm 1 O«gm"m ON ﬁ(mamcm. Thin creates « /\mpoméfii}ta—
awthozu“i?a miawmoltch , whee elected di;a aoumww\m ane
vinible but parnantatals hotd recd power . F/\o.ﬁme/vate,d,
ownerstub weakKenr vnban aocowviabc“b‘ta and thus ULG
Shouwld be the woun coordenoting  authonity omd ol

b arn aﬁa\/\u‘m ormswernoble to tHhem.
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UPSC LINK

1. GS-ll 2025: “Energy security constitutes the dominant
kingpin of India’s foreign policy, and is linked with India’s
overarching influence in Middle Eastern countries.”

2. GS-1l 2025: “The reform process in the United Nations
remains unresolved, because of the delicate imbalance of East
and West and entanglement of the USA vs. Russo-Chinese
alliance.”

3. GS-lll 2025: “What is Carbon Capture, Utilization and Storage
(CCUS)? What is the potential role of CCUS in tackling climate
change?”

4. PSIR-1 2025: “There is a debate on the procedure for
appointment of the Chief Election Commissioner and Election
Commissioners to the Election Commission of India. Analyse its
various aspects.”

5. GS-ll 2024: “Examine the need for electoral reforms as
suggested by various committees with particular reference to
‘one nation — one election’ principle.”

6. PSIR-Il 2023: “What are the challenges and limitations in
India-Iran relations?”
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PSIR & GS2 Daily Brief

The Programme in Political Science and International Relations
emphasize research, critical thinking, and enhances interdiscipllinary
understanding. It provides comprehensive coverage in structured
kKey way for strategic advantage in upsc.

PSIR OPTIONAL FOUNDATION OGP (OPTIONAL GUIDANCE PROGRAM)

The program focuses on Comprehensive coverage of Focus will be on conceptual clarity and building the
the topic mentioned in PSIR Syllabus supplemented with ability of the candidates to interlink static portion with
regular handouts. current developments.

Upcoming Batch: 6th July, 2026 Upcoming Batch: 9th June, 2026

PSIR DYNAMICS ATS (AUGMENTED TEST SERIES)

classes covr national and international developments, converting effort into higher score.

integrated with PSIR syllabus. , ;

Upcoming Batch: 22nd June’ 2026 Upcom|ng Batch: 26th Apn', 2026

O-AWFG (ANSWER WRITING FOCUS GROUP) O-AWFG PRIME

The answer writing program creates discipline and The test series program enhances speed, flow and
enhances skills. It helps studens develop structure, dynamic understanding of the subject.

articulation, coherence, and approach. : . :

Upcoming Batch: 20th April, 2026 Vpcoming Bateh = 20th Aprl, 2020

PYQ Mastery Series

The series focuses on PYQ practice anchored in conceptual clarity and contemporary relevance.
Upcoming Batch: 22 June, 2026

Contact for Mentorship - 9311704432

Telegram: @ | Website: https://academy.forumias.com/
Note: Edit program names/offerings as per the latest ForumlAS schedule.
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