
Dear Colleagues,

Around a third of the world's working population

has been either out of work because of stoppage

of work at factories and establishments or under

“Work from Home” protocol for more than one

month following the global lockdown to contain

the spread of the Corona virus. WHO has declared

it as a pandemic. Multilateral agencies like the

IMF, Asian Development Bank, UNCTAD have

predicted a recession for the global economy for

the year 2020.The US GDP has contracted by 4.8%

in the first quarter of 2020 due to contraction in

consumer spending and stoppage of output and

similar contractions are expected for major

economies all over the world. Governments and

Central Banks all over the world have deployed

various measures to pump prime the economy

through liquidity support and regulatory changes

to stress / risk classifications to mitigate the

impact of this crisis on the economy. Lowering of

key policy rates and reserve requirements,

quantitative easing measures, loan guarantees,

financial packages, stimulus plans are among the

initiatives taken by governments globally.

India is in the second phase of a complete

lockdown, first imposed from March 25 for 21 days

and further extended upto May 3. With the

complete closure of all factories and businesses

except for some essential ones, restricted

transportation activity, the lockdown is expected

to have a significant impact on an already

spluttering economy. With the economic distress

spreading to secondary sectors in addition to

primary activities like manufacturing, exports,

construction and farming, the government and RBI

have during this period announced various

measures to mitigate the impact to some extent.

A 1.7 lakh crore relief package was announced by

the Government of India to provide some relief to

the public, which included distribution of free

cereals and cooking gas, direct cash transfers for 3

months, insurance coverage for medical personnel

etc. The Central Bank in two series of

announcements has also aimed to provide some

monetary relief in these times of distress. Along

with reducing the repo rate, it attempted to support

small businesses and the public locked in due to the

stoppage of economic activity by announcing a

moratorium on payment of instalments and interest,

freeing liquidity in the system by reducing the CRR

rate (3% from 4%) and lowering the daily CRR balance

maintenance requirement, widening the MSF

borrowing limit of banks (3% of SLT) and also the

conduct of a targeted term repo auctions of 3 years

of upto 1 lakh crore for deployment in in

investment grade corporate bonds, commercial

paper, and non-convertible debentures, deferment

of implementation of many regulatory norms etc. It

also announced a window of liquidity support upto

50000 crores specifically for Mutual Funds through

banking channel.

India's IIP for the month of February rose to a seven-

month high of 4.5% led by growth in mining,

electricity, intermediate goods and primary goods.

However, lead indicators for the month of March like

Purchasing Managers Index (PMI) goods and services

tax collections and auto sales indicate that the

Covid-19 pandemic could have stopped an incipient

recovery on its tracks. Reflecting the prevailing

global uncertainty, the Rupee crossed the Rs. 76

level in March touched its all-time low of 76.81 on

April 22. With the move to gradually reopen

economic activity in May, the resilience of the Indian

economy and the success in keeping the virus under

check will determine the course of growth.
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