
Dear Colleagues,

International Monetary Fund's World Economic

Outlook (WEO) for April 2019, depicts subdued

global economic activity during the second half

of 2018, due to a convergence of factors like

slowdown in China following regulatory

tightening and the increase in trade tensions

with the United States, greater than expected

loss of momentum in the Euro region due to

weakened business confidence etc. These

factors took their toll on the business

confidence due to which financial market

conditions worsened in emerging markets. Due

to these factors, global growth is expected to

slide lower to 3.3% in 2019 compared to 3.6% in

2018. The Report further states that market

sentiments have rebounded in early 2019

following indications of a shift towards more

accommodative monetary policy stance by

major central banks, primarily a signal by the

Federal Reserve of a pause in further hike in

interest rates for 2019.

Going along with market expectations, the

Reserve Bank of India in its first Bi-Monthly

Monetary Policy Statement for 2019-20 cut the

policy repo rate by 25 basis points to 6% and

decided to maintain the neutral monetary

policy stance. It stated that considerations like

the loss of pace in global economic activity,

both in Advanced and Emerging Economies, the

downward revision in the advance estimates of

the GDP by the Central Statistics Office (CSO)

from 7.2% in the first estimate to 7% in its second

estimate and the sustained decline in domestic

inflation levels influenced this decision of the

Committee.

The IIP release for February'19 reaffirmed the

slowdown in the Indian economy as growth

touched its lowest level for the financial year at

0.08%, led by a deceleration in Capital Goods,

Intermediate Goods and Manufacturing.

Wholesale inflation reversed its declining trend

over the past 8 months as it rose to 3.18% in March

2019 from 2.93% in the previous month. This was

led by growth in food inflation (5.07% from 4.84%

in February) and fuel inflation (5.41% from 2.23%

in February). Retail inflation levels also rose to

2.86% in March compared to 2.57% in the previous

month, with food inflation coming out of its

deflationary trend after 5 months. Health and

education were the major contributors to this

increase in CPI for the month of March.

The Indian Rupee remained largely stable

supported by RBI's USD/INR Buy/Sell Swap

conducted in March and April. Secondary market

G-sec yields have hardened since March, tracking

the rise in global oil prices, global trade related

tensions and the general uncertainty governing

the outcome of the general elections.
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