
Dear Colleagues,

The recent Lok Sabha election results

brought the much-needed vitality to the

equity markets and overseas investors are

expected to increase their exposure to

Indian market. The BSE Sensex crossed the

40,000 mark and bond yields moved lower to

7.22%.

However, this domestic exuberance was

tempered to some extent by the turbulence

in global markets. The imploding tensions in

the Mid-East between the United States and

Iran and its consequent impact on crude oil

prices and the prospects of a US-China trade

war kept the rupee range-bound during the

month of May.

The recent data release witnessed

Manufacturing touching a 21 month low, last

seen in June 2017. IIP for March 2019 was at -

0.07%, pushed by the continuing

deceleration in Capital goods (-8.66%),

Intermediate goods (-2.55%) and

Manufacturing (-0.43%).Consumer durables

which had led the industrial growth also

witnessed a deceleration (-5.07%) during

March 2019. CPI inflation for April 2019 rose

slightly to 2.92% (2.86% in April 2019) led by

increase in food inflation (1.10%). However,

WPI moved in the opposite direction in April

2019, and fell to 3.07% from 3.18% in March

2019, supported by a decline in Fuel and

Manufacturing inflation.

In order to address the ongoing turmoil among

the Non-Banking Financial Companies (NBFC),

RBI has released its Draft Circular on Liquidity

Risk Management for NBFCs and Core

Investment Companies. The Circular proposes

the introduction of a Liquidity Coverage Ratio

(LCR) for all deposit taking NBFCs and non-

deposit taking NBFCs with an asset size of !

5000 crore and above, with a transition period

of 4 years starting from April 2020 upto April

2024. RBI has also separately notified that

NBFCs with an asset size of more than !50

billion would be required to appoint a Chief

Risk Officer (CRO). These policy measures are

expected to bring stability to the NBFC sector.

With political stability in place, market

expectations are firming towards a rate

reduction by the RBI in its upcoming policy

meet to address the macro economic

slowdown. The unraveling situation in the

Mid-East and the movement of oil prices could

also impact market sentiments in the near

future.
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