
Dear Colleagues,

The Covid wave which has engulfed the world over

the past four months shows no signs of abating as

the United States of America, Brazil and India

have emerged as the current hotspots of the

pandemic. Many developing economies are also

struggling to contain the virus and its economic

fallout. The Global Economic Prospects, released

by the World Bank has forecast a 5.2% contraction

in global GDP, the deepest global recession in

eight decades. The Report states that the

pandemic has struck a devastating setback to an

already fragile global economy and the

combination of lockdown and reduced economic

activity by consumers and producers have dealt a

severe shock to advanced and developing

economies. China remains the sole beacon of

positive news, as its GDP for the second quarter

recovered to 3.2%, from a contraction of -6.8% in

the first quarter of 2020. Countries like USA and

United Kingdom have witnessed a contraction in

their growth numbers for the first quarter of

2020.

India's already fragile economy has been dealt a

severe blow due to the imploding Covid pandemic.

The implementation of unlock 1.0 in June 2020

gave rise to hopes that the stalled recovery could

get some momentum. This was also reflected in the

increase in the manufacturing PMI to 47.2 from 30.8

in May. The Index of Industrial Production continued

to be in negative territory for the month of May,

though there was a slight slowdown in the

deceleration. However, the acceleration in the

spread of the virus all over the country in July and

the series of lockdown induced disruptions could

have its impact on the growth numbers for July.

RBI's Financial Stability Report, July 2020 states that

under the impact of the pandemic, credit growth of

scheduled commercial banks fell to 5.9% by end

March 2020 and has remained muted upto early June

and portends a worsening of the Gross NPA ratio in

case of further worsening of the macro economic

scenario. Commenting on the post pandemic future,

it says the challenge would be to establish normalcy

without disrupting markets and the health of

financial intermediaries.

The global efforts in developing a vaccine for this

virus have been dictating market sentiments.

Expectations that the first vaccine would be out by

the end of 2020 or early 2021 provide a glimmer of

hope to a virus ravaged global economy.
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