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International
Developments

WHAT'S NEW

• In view of realized and expected labor market conditions and inflation, the

Federal Open Market Committee decided to raise the target range for the

federal funds rate by 25 bps to 2.0%-2.25%. It has signaled one more rate hike

this year and three more in 2019.

• The US economy does not face a large chance of a recession in the next two

years and the Federal Reserve plans to keep gradually raising interest rates, Fed

Chairman Jerome Powell said.

• The Federal Reserve sees the US economy growing at a faster-than-expected

3.10% in 2018 and continuing to expand moderately for at least three more

years, amid sustained low unemployment and stable inflation near its 2%

target.

• The European Central Bank kept its policy unchanged, announcing only a

nuanced change in its guidance to remain on track for ending bond buys this

year and keeping interest rates at present levels at least through the summer of

2019. ECB President Mario Draghi reaffirmed his confidence in the economic

state of the euro zone.

• Bank of England's Monetary Policy Committee voted unanimously to

maintain Bank Rate at 0.75% admitting that since its previous meeting, there

have been indications of greater uncertainty about future developments in the

EU withdrawal process, with this being particularly seen in financial markets.

• Reserve Bank of New Zealand left the Official Cash Rate (OCR) at 1.75%,

stating the resolve to keep the OCR unchanged through 2019 and into 2020

followed by a move that could be in any direction.

• The U.S. economy grew in the second quarter at an unrevised 4.20% pace, the

fastest since late 2014, indicating a solid foundation for this quarter,

Commerce Department data showed.

• Japan's GDP expanded at a higher annualized rate of 3.0% in the April-June

quarter, as against a preliminary estimate of 1.90% growth issued last month,

revised data from the Cabinet Office.

• The U.S. trade deficit jumped 9.50% to $50.10 billion in July as imports hit a

record high.

• Japan's consumer price inflation rose to 1.30% y-o-y in August 2018 from

0.90% in the previous month.

• Euro area inflation rate stood at 2% in August 2018 as against 2.10% in July

2018.
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• India registered a fiscal deficit of 51,034 crore during August 2018 as against

deficit of 20,149 crore in August 2017. The fiscal deficit in April-August

2018 accounted for 94.70% of the budgeted estimates of 6,24,276 crore for

2018-19.

• India's exports grew 19.21% in August 2018 to $27.84 billion from $23.36

billion in August 2017. Imports rose 25.41% to $45.24 billion from $36.07

billion. The overall trade deficit April-August 2018-19 is estimated at $47.72

billion as compared to $38.95 billion during April-August 2017-18.

• The Index of Industrial Production (IIP) grew 6.60% in July 2018 against a

growth of 1.0% in July 2017. IIP grew 5.40% during April-July 2018-19 as

against 1.70% in April-July 2017-18.

• The eight core industries with a combined weight of 40.27% in the Index of

Industrial Production (IIP) grew 4.40% in August 2018 as against 4.20% in

August 2017. During April-August 2018, the eight core industries recorded a

growth of 5.50% as against 3.0% in April-August 2017.

• Provisional annual inflation rates based on all India general CPI Rural,

Urban and Combined for August 2018 on point to point basis stood at

3.41%, 3.99% and 3.69% (3.22%, 3.35% and 3.28% in August 2017). Inflation

rates (final) for Rural, Urban and Combined for July 2018 are 4.11%, 4.32%

and 4.17% respectively.

• The annual rate of inflation, based on monthly WPI, stood at 4.53%

(provisional) for the month of August 2018 as compared to 5.09%

(provisional) for July 2018 and 3.24% during August 2017.

• The year -year inflation based on CPI-IW remained stationary at 5.61% for

August 2018 as compared to the previous month and 2.52% during August

2017.
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• UK's inflation rate rose an annualized 2.70% in August 2018 from 2.50% in

the previous month.

• The World Trade Organisation (WTO) lowered the growth projections for

trade to 3.90% from the 4.40% estimated earlier for 2018.

• S&P Global Ratings affirmed the 'A+' sovereign credit ratings of China with

'stable' outlook.

• S&P Global Ratings raised Australia's sovereign rating to 'AAA' and the

outlook was revised up to 'stable' from 'negative'.
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Indian Economy • Point on point rate of inflation based on the CPI-AL and CPI-RL decreased

from 2.04% and 2.25% in July 2018 to 1.45% and 1.67% respectively in

August 2018.

• India's holding of US Treasury Securities at the end of July 2018 stood at

$142.60 billion vis-à-vis $147.30 billion at the end of June 2018.

• The total gross GST revenue collected in the month of August 2018 was

93,960crore of which CGST was 15,303 crore, SGST was + 21,154 crore,

IGST was 49,876 crore (including 26,512 crore collected on imports) and

Cess was 7,628 crore (including 849 crore collected on imports).

• Direct tax collections grew by 6.60% during April-July 2018-19 against the

Budget target of 14.40% for 2018-19.

• As per Amfi data, the asset under management (AUM) of the Indian mutual

fund industry touched a record 25 lakh crore in August-end, a surge of 8.41%

over the previous month.

• The Government of India proposed the merger of Bank of Baroda, Vijaya

Bank and Dena bank to create country's third largest bank in terms of assets

size.

• The government hiked interest rates on small savings schemes by up to 0.40%

for the October-December quarter.

• Finance minister Arun Jaitley said bad loans for public sector banks are on a

decline and that the economy is passing through a phase of good growth.

• The sharp depreciation in rupee's valuation is unlikely to impact India's

sovereign credit profile as rupee-denominated government bonds and robust

foreign exchange reserves mitigate the risk, as per Moody's Investors Service.

• Fitch Ratings said the currency volatility will have only a "limited impact" on

India's sovereign credit profile as the country benefits from strong external

finances.

• India's economy continues on a robust growth path, the Asian Development

Bank (ADB) said while maintaining the growth forecast for the current fiscal

at 7.30%.

• The United Nations Conference on Trade and Development (UNCTAD)

expects India's economy to grow 7% in 2018 compared with 6.20% in 2017.

• The five-pronged strategy announced by the government to increase capital

inflow into the country is unlikely to reverse the rupee depreciation, Moody's

Investors Service warned.

• S&P Global Ratings said the government may opt to control retail fuel prices

to cushion inflationary shocks.
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Reserve Bank of India:
(Source:
http://rbi.org.in)

• RBI notified the indicative calendar for issuance of Government dated

securities worth 2,47,000 crore in the second half of the fiscal year 2018-19

(October 1, 2018 to March 31, 2019).

• RBI notified the amounts for the issuance of Treasury Bills for the quarter

ending December 2018.

• The quantum of total market borrowings by the State Governments and the

Union Territory of Puducherry, for the quarter October-December 2018, is

expected to be in the range of 1,23,178 crore to 1,28,508 crore.

• From October 1, 2018 the carve-out from SLR, under Facility to Avail Liquidity

for Liquidity Coverage Ratio (FALLCR) under the Basel III Framework will be

13%, taking the total carve out from SLR available to banks to 15% of their

NDTL.

• RBI introduced Internal Ombudsman Scheme, 2018 for scheduled commercial

banks.

• RBI notified the scheme for voluntary transition of eligible UCBs into Small

Finance Banks.

• The applicable average base rate to be charged by Non-Banking Financial

Company-Micro Finance Institutions (NBFC-MFIs) to their borrowers for the

quarter beginning October 01, 2018 will be 9.02%.

• RBI released data on ECB/FCCB/RDB for August 2018.

• RBI released data on lending rates of scheduled commercial banks during

August 2018.

• RBI released data on India's external debt as at the end of June 2018.

• RBI released data on India's international investment position as at the end of

June 2018.

• RBI released data on sectoral deployment of bank credit for August 2018.

• RBI released data on developments in India's Balance of Payments during

April-June 2018.

• RBI released data on sources of variation in foreign exchange reserves in India

during April-June 2018.

• RBI released data on overseas direct investment for July 2018.

RBI released data on overseas direct investment for the month of August 2018.
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