
Dear Colleagues,

The International Monetary Fund's World

Economic Outlook (WEO) for October 2019

predicts a lower growth for the global

economy. It states that the global slowdown

has started impacting major economies like

United States, Euro Area and smaller Asian

Advanced Economies. This impact has been

even more visible in emerging markets and

developing economies like Brazil, China,

India, Russia etc. The Outlook attributes the

all pervasive slump to factors like sharp

downturn in car production and sales, weak

business confidence due to trade tensions

between China and the United States and the

consequential slowdown in China. For India

specifically, the Outlook states that sector-

specific weakness in real estate as well as

automobile industry and the enduring

uncertainity in non-banking financial

companies has contributed to the slowdown.

The Outlook has cut its growth forecast for

India to 6.1% from the 7% forecast in the July

update of the WEO. The World Bank in its

South Asia Economic Focus has also cut its

growth forecast for India to 6% down from

7.5% forecast in April. It suggests that the

main policy challenge was to address the

softening private investment and the

structural factors behind the weak

investment climate.

In a further reaffirmation of the adverse news

about the economy, industrial growth for August

2019 slipped into negative territory at -1.09%

due to a sharp decline in capital goods (-21.03%)

and consumer durables (-9.10%). It was only the

intermediate goods (7.03%) and consumer non-

durables (4.14%) sectors which showed some

semblence of growth during the month. It is the

first time since June 2017 that IIP has slid into

negative territory. The wholesale and retail

inflation numbers showed converse trends for

September 2019. Wholesale inflation measured

by WPI reached its lowest level since May 2016 at

0.33% due to a significant decline in fuel

inflation (-7.05%). Retail inflation on the other

hand rose closer to RBI's 4% inflation target at

3.99% for September 2019. This was due to

increase in inflation across all groups except for

fuel (-2.18%).

The uncertainity prevailing in the global

currency markets related to the Brexit

unceratinity and the Sino-US trade relations had

its impact on the Rupee during October. It has

registered a steady depreciation since the start

of the month. There has been a significant

increase in the subscriptions to the daily

variable rate reverse repo auctions conducted by

RBI. Average daily subscriptions since the last

week of September has increased to about 2

lakh crore. High level of liquidity in the system

may bring stability to the markets.
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