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India’s new labour codes may
decrease your take-home
salary, but raise benefits

NEW DEIHI, (Agency).
India’'s new labour codes—
which restructures 29 existing
labour laws into four labour
wide-ranging
ramifications of what you
earn today and save for the
future.

The four new labour codes

codes—has

are:

Code on Wages 2019

Industrial Relations Code
2020

Code on Social Security
2020

Occupational Safety,
Health & Working Conditions
Code 2020

The most significant
component impacting
employees’ salaries is the
Code on Wages, 2019, which
introduces a uniform and
expanded  definition  of
"wages”.

How take-home salary will
change under new wage rule

The new definition of
“wages” mandates a critical
structural change to the
cost-to-company  (CTC)
framework. The core rule is:

=

A
TAKE-HOME
SALARY i
L
—-—-"".*
= Sl
= © e [

Non-allowance
components—basic  pay,
dearness allowance and
retaining allowance—must
constitute at least 50% of the
employee's total CTC.

Allowances—house rent
allowance, conveyance—are
restricted. Their total cannot
exceed 50% of the total
remuneration. If they do, the
excess amount is notionally
added back to the “Wages”
for calculating statutory
contributions.

The shift in salary structure

Prior to the new codes,
many employers kept the
basic pay low (often less
than 50% of the CTC) and

inflated various allowances.

This was done to minimise
mandatory statutory
contributions, as provident
fund (PF) and gratuity are
primarily calculated based
on basic pay.

Under the new codes,
companies that previously
had a basic pay structure
below the 50% threshold will
be mandated to restructure
their CTC structure.

The basic pay component
will now need to increase to
meet the 50% floor.

To keep the CTC
unchanged, the allowance
components will be
reduced.

Rupee opens 0.4% stronger against US Dollar
as RBI seen propping up currency

NEW DEIHI, (Agency).

The Indian

! Bloomberg News, pointing to levels in the

Rupee strengthened 0.4% against the US
Dollar on Monday as the Reserve Bank of
India intervened to prop up the local
currency. The INR-USD exchange rate
stood at 89.15 as against 89.48 in the
previous close.

The Reserve Bank of Indian likely
intervened to support the rupee before the
local spot market opened on Monday, four
traders told Reuters, putting the currency
on track to open above its all-time low hit
on Friday.

Traders said that the RBI had likely
stepped in the spot and non-deliverable

4

forwards market to support the South

Asian currency.

Rupee @ 90?

“The rupee may easily breach 90 in the
absence of the RBI,” Ritesh Bhansali, deputy
CEO at Mecklai Financial Services Ltd., told

offshore market. He expected the central
bank to step in at 90 to 90.50 per dollar to
prevent a “free-fall” which might attract
speculative trading. The rupee has
declined 4.5% over the year so far and is
among the worst-performing Asian
currencies this year. Any further weakness
might exacerbate outflows from local
equities, while also posing future inflation
risks as India is a net importer of fuel.
India’s trade deficit widened to a record in
October, with exports to the US plummeting
a second straight month after the
imposition of 50% tariffs.
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