
Dear Colleagues,

The World Economic Outlook (WEO), October

2018 paints a somber outlook for the global

economy due to tariff wars, rising oil prices,

currency depreciations etc. Global growth is

expected to moderate to 3.7% for 2018-19 from

the 3.9% forecast in April WEO as the impact of

the trade measures, tightening of monetary

policy starts to unravel in United States and

China. Among advanced economies slower

growth in the United Kingdom and Euro area has

resulted in the outlook moving lower to 2.4%

from the estimates of April WEO. In emerging

markets, economic activity has improved for oil

exporters, but softened for some importers. The

WEO projects a growth of 4.7% for emerging

economies in 2018, 0.2% lower than the levels

forecasted in the April WEO. Other than country

specific factors in Argentina, Brazil and Turkey,

the pass through impact of currency

depreciations has impacted growth in the

emerging market economies. In the case of

India, the Outlook states that the domestic

demand-led pick-up has led to a pick-up in the

Indian economy in the first half of 2018, while

China has seen a moderation in economic

activity in the second quarter of 2018, due to

regulatory tightening of the property sector and

non-bank financial intermediation.

Going against market expectations, the RBI in its

fourth bi-monthly monetary policy for 2018-19

held interest rates unchanged. It cited the lower

trajectory of growth of inflation due to the benign

food prices, despite the steady rise in oil prices.

The Committee highlighted the global headwinds

which could pose risks to the growth and inflation

outlook in the form of escalating trade tensions,

volatile and rising oil prices, and tightening of

global financial conditions.

Consumer price inflation showed an uptrend during

September, moving to 3.77% compared to 3.69% in

the previous month due to a slight rise in food

inflation, health etc. though there was a slight

downtrend in the fuel index. The WPI index also

moved up during September to 5.13% as against

4.53% in August. The industrial production gauge,

IIP recorded slightly lower growth in August (4.34%)

compared to the previous month (6.53%).Consumer

durables, primary good manufacturing sectors

recorded lower comparable growth duringAugust.

The moderation in global oil prices improved

sentiments in the currency market and the Rupee

moved upward, towards the 73.00 mark from its

all-time lows of 74.39 on October 11, 2018.

Liquidity conditions have tightened during the

month and the RBI has supported the market

through regular conduct of term repo auctions and

OMO purchases.
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