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The European Central Bank boosted its pandemic emergency support

program by €600 billion to €1.35 trillion ($1.50 trillion) while also extending

its monetary stimulus program to at least the end of June next year, from the

end of 2020 currently.

The US Federal Reserve announced tweaks to its corporate bond buying

program, widening the range of eligible assets to include all U.S. corporate

bonds that satisfied certain criteria while opening registration for lenders

interested in participating in its Main Street Lending Program.

Bank of England maintained the Bank Rate at 0.10% while increasing the

target stock of purchased UK government bonds, financed by the issuance

of central bank reserves, by an additional £100 billion, to take the total stock

of asset purchases to £745 billion.

A full US economic recovery will not occur until the American people are sure

that the coronavirus epidemic has been brought under control, Federal

Reserve Chair Jerome Powell said.

The US Federal Reserve repeated its promise of continued extraordinary

support for the economy as policymakers projected a 6.50% decline in GDP

this year and a 9.30% unemployment rate at year's end. It sees the overnight

interest rate remaining near zero through at least 2022.

Bank of Canada maintained its target for the overnight rate at the effective

lower bound of 0.25% while scaling back some market operations as financial

conditions improve.

ECB expects the Eurozone GDP to shrink by 8.70% this year.

Real GDP in the US decreased 5.0% in the first quarter of 2020, as per the

"third" estimate released by the Bureau of Economic Analysis. In the fourth

quarter of 2019, real GDP increased 2.10%.

UK's Office for National Statistics (ONS) data showed that GDP dropped by

a quarterly 2.20% in the first quarter which is the biggest drop in 40 years.

Statistics Canada data showed that Canada's GDP fell 11.60% in April

following a 7.50% decline in March.

The US trade deficit jumped 16.70% in April to $49.40 billion.
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China posted a trade surplus of $62.93 billion in May 2020.

The U.S. Bureau of Labor Statistics data indicated that the U.S. economy

gained 4.80 million jobs in the month of June bringing the unemployment

rate to 11.10%.

S&P affirmed China's long-term sovereign credit rating at 'A+' while

retaining 'stable' outlook for the country.

The World Bank said the global economy, which has plunged into a severe

contraction, will shrink by 5.20% in 2020 due to the massive shock of the

pandemic and the shutdown measures to contain it.

UNCTAD's World Investment Report 2020 projected global FDI to decrease

up to 40% in 2020 and a further 5-10% fall in 2021 before beginning to

recover in 2022.

Fitch Ratings expects global GDP to fall by 4.60% in 2020 in its latest Global

Economic Outlook.
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Indian Economy • India registered a fiscal deficit of 1,86,831 crore during May 2020 as against

2,09,109 crore in May 2019. The fiscal deficit of 4,66,343 crore in April-

May 2020-21 accounted for 58.60% of the budgeted estimates of 7,96,337

crore for 2020-21.

• India's merchandise exports contracted 36.47% in May 2020 to $19.05

billion from $29.99 billion in May 2019. Imports fell 51.05% to $22.20

billion from $45.35 billion in May 2019. Taking merchandise and services

together, the overall trade surplus for April-May 2020-21 is estimated at

$4.37 billion as compared to trade deficit of $17.84 billion in April-May

2019-20.

• The Index of Industrial Production (IIP) contracted 55.49% in April 2020

against a growth of 3.18% in April 2019.

• The eight core industries with a combined weight of 40.27% in the Index of

Industrial Production (IIP) contracted by 23.40% in May 2020 (provisional)

compared to decline of 37% (provisional) in April 2020, hit by the

nationwide lockdown to contain the spread of covid-19. The eight core

industries contracted 30% during April-May 2020-21 as against a growth of

4.50% in April-May 2019-20.
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WHAT'S NEW

• The General CPI and indices at State/UT level were not released for May

2020. Consumer Food Price Index (CFPI) for the month of May 2020 for

Rural, Urban and Combined sector stood at 9.69%, 8.36% and 9.28%

respectively.

• The annual rate of inflation, based on monthly WPI, stood at -3.21%

(provisional) for May 2020 as compared to 2.79% in May 2019. The final

WPI for March 2020 stood at 0.42% as compared to 1.00% reported earlier.

• The year-on-year inflation based on CPI-IW stood at 5.10% for May 2020 as

compared to 5.45% for April 2020 and 8.65% during May 2019.

• Point to point rate of inflation based on the CPI-AL and CPI-RL decreased

to 8.40% and 8.12% in May 2020 from 8.80% and 8.52% respectively in April

2020. Inflation based on food index of CPI-AL and CPI-RL is at (+) 10.40%

& (+) 10.21% respectively in May 2020.

• The gross GST revenue collected in the month of June, 2020 is 90,917

crore of which CGST is 18,980 crore, SGST is 23,970 crore, IGST is

40,302 crore (including 15,709 crore collected on import of goods) and

Cess is 7,665 crore (including 607 crore collected on import of goods).

• India's holding of US Treasury Securities at the end of April 2020 stood at

$157.40 billion vis-à-vis $156.50 billion at the end of March 2020.

• Average asset under management (AAUM) of the mutual fund industry,

stood at 24.82 trillion in April-June quarter 2020 as compared to 27 crore

in the preceding quarter.

• CMIE data showed the unemployment rate in India fell to 11% in June from

23.50% in May.

• Manufacturing PMI stood at 47.2 in June as per the monthly IHS Markit

India Manufacturing Purchasing Managers' Index (PMI) survey.

• India's unemployment rate fell from 6.10% to 5.80% in FY19 as per GOI

labour force survey.

• The ratio of central taxes-to-GDP slid further in FY20 to a 10-year low of

9.88%, driven by a decline in collections from customs duties and

corporation tax, while excise duty posted marginal growth.

• Ministry of Finance released the quarterly report on public debt

management for January-March 2020.
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Indian Economy • World Bank granted India $750 million emergency funding to help small

businesses.

• Moody's Investors Service on June 1st downgraded India's rating to BAA3

from Baa2, and its short-term local-currency rating to P-3 from P-2 while

maintaining the negative outlook.

• S&P retained India's sovereign rating at 'BBB-' with a stable outlook, saying

that while risks to growth are rising, the economy and fiscal position will

stabilize and begin to recover from 2021 onwards. India's short-term rating

was held at 'A-3'.

• In its latest edition of the Global Economic Prospect, the World Bank

downgraded its projection of India by a massive (-) 9% stating the economy

will contract 3.20% in FY21.

• IMF projected a sharp contraction of 4.50% in FY21, a steep drop from its

April forecast of a 1.90% expansion, calling it a "historic low" for India.

• The Asian Development Bank said countries in developing Asia will "barely

grow" in 2020, while India's economy is forecast to contract by 4% in FY21

due to the adverse effect of the coronavirus pandemic.

• OECD estimates GDP growth to contract between 3.70% and 7.30%

depending on whether India undertakes another lockdown due to a second

wave of the coronavirus pandemic.

• Fitch Ratings revised the outlook on India's sovereign ratings to negative

from stable but retained the ratings at the lowest investment grade.

• S&P Global Ratings said Indian economy will shrink 5% in FY21 as the fiscal

stimulus worth 1.20% of GDP will not be enough to provide significant

growth support. Growth will rebound to 8.50% in FY22.

• A 5% contraction in GDP during FY21 may lead to a 15% fall in corporate

India's revenues and poses an "existential threat" for small businesses, a

Crisil report said.

• As per India Ratings the coronavirus 'disorder' could lead to a contraction of

5.30% - the lowest GDP growth in Indian history and the sixth instance of

economic contraction, others being in FY58, FY66, FY67, FY73 and FY80.

• Moody's Investor Service downgraded its growth forecast for India to -3.1%

for 2020.
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WHAT'S NEW

Indian Economy • S&P expects the Indian economy to contract 5% in FY21.

• India's exports are expected to decline by around 10% in FY21 and up to

20% in case of a second wave of COVID-19 outbreak the Federation of

Indian Export Organisations (FIEO) warned.

• Care Ratings forecast GDP contraction of 6.40% in India in FY21.

• India Ratings and Research (Ind-Ra) expects contraction in the range of

1.40%-14.30% in the gross state domestic product (GSDP) of all states in

India in FY21.

• Indian banks are likely to require at least $15 billion in fresh capital to meet a

10% weighted-average common equity Tier 1 ratio under a moderate stress

scenario, according to Fitch Ratings.

• S&P estimated the gross NPA ratio of the Indian banking sector to rise up to

14% in FY21 from the 8.50% in FY20.

• ICRA warned gross NPAs of banks are likely to worsen to 11.30-11.60% by

March 2021 from 8.60% as of March 2020, due to disruptions caused by the

coronavirus pandemic.

• Crisil expects the real agriculture sector in India to witness a 2.50% growth in

FY21.

Reserve Bank of India:
(Source:
http://rbi.org.in)

• Under the Indian Stamp Act, 1899 Amendments and Rules, CCIL has been

appointed as collecting agent for foreign exchange, interest rate and credit

derivative transactions which are reported to it.

• RBI announced that the quantum of total market borrowings by the State

Governments for the quarter July - September 2020, is expected to be

1,78,276 crore.

• RBI notified the amounts for the issuance of Treasury Bills for the quarter

ending September 2020.

• Government of India announced the launch of Floating Rate Savings Bonds,

2020 (Taxable) scheme commencing from July 1, 2020.

• The rate of interest on Government of India Floating Rate Bonds, 2020 (GOI

FRB 2020) applicable for the half year June 21, 2020 to December 20, 2020

shall be 3.48% per annum.
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Reserve Bank of India:
(Source:
http://rbi.org.in)

• The rate of interest on Government of India Floating Rate Bonds, 2031 (GOI

FRB 2031) applicable for the half year June 7, 2020 to December 6, 2020 shall

be 4.51% per annum.

• RBI notified the issue price for the Sovereign Gold Bond Scheme 2020-21

Series III.

• The Sovereign Gold Bond Scheme 2020-21-Series IV opened for subscription

for the period from July 6, 2020 to July 10, 2020.

• The Union government decided to bring 1,482 urban cooperative banks and

58 multi-state cooperative banks, under the supervisory powers of RBI.

• RBI will disseminate payment systems activities data on a daily frequency.

• RBI announced the creation of a Payments Infrastructure Development

Fund.

• RBI notified on assignment of risk weights on credit facilities (guaranteed

emergency credit line) under the Emergency Credit Line Guarantee Scheme.

• RBI notified on adherence to fair practices code and outsourcing guidelines

regarding loans sourced by banks and NBFCs over digital lending platforms.

• RBI notified on the extension of timeline for compliance with various

payment system requirements.

• RBI notified on the extension of interest subvention and prompt repayment

incentive for short term loans for agriculture including animal husbandry,

dairy and fisheries on account of Covid-19.

• RBI placed on its website two draft documents for public comments - the

'Draft Framework for Securitisation of Standard Assets' and 'the Draft

Comprehensive Framework for Sale of Loan Exposures'.

• RBI released a Discussion Paper on 'Governance in Commercial Banks in

India' for public comments.

• RBI constituted an Internal Working Group to review extant ownership

guidelines and corporate structure for Indian private sector banks.

• RBI notified new criteria for classifying enterprises as Micro, Small and

Medium enterprises. C
C

IL
M

o
n

th
ly

 N
e

w
sl

e
tt

e
r

29

briefing

Ju
n

e
 2

0
2

0



WHAT'S NEW

Reserve Bank of India:
(Source:
http://rbi.org.in)

• RBI notified operational guidelines for Floating Rate Savings Bonds, 2020

(Taxable).

• The relaxation of the minimum daily maintenance of the Cash Reserve Ratio

of 80% was extended for a further period of three months, i.e., up to

September 25, 2020.

• RBI extended the enhanced borrowing limit of scheduled banks under the

MSF scheme till September 30, 2020.

• The Government of India approved a scheme to improve the liquidity

position of NBFCs/HFCs through a Special Purpose Vehicle (SPV) to avoid

any potential systemic risks to the financial sector.

• RBI notified on Distressed Assets Fund of subordinate debt for stressed

MSMEs.

• The applicable average base rate to be charged by NBFC-MFIs to their

borrowers for the quarter beginning July 1, 2020 will be 8.61%.

• RBI released proposed changes in regulations applicable to Housing Finance

Companies (HFCs) for public comments.

• RBI launched the July 2020 round of Consumer Confidence Survey.

• RBI launched the July 2020 round of the Inflation Expectations Survey of

Households.

• RBI released Minutes of the Monetary Policy Committee Meeting of May 20

to 22, 2020.

• RBI released the results of its forward looking Surveys.

• RBI released data on India's international trade in services for April 2020.

• RBI released data on sectoral deployment of bank credit for May 2020.

• RBI released data on All-India House Price Index (HPI) for Q4:2019-20.

• RBI released data on India's international investment position (IIP), March

2020.

• RBI released data on developments in India's Balance of Payments during

January-March of 2019-20.

• RBI released data on India's external debt as at the end of March 2020.
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WHAT'S NEW

Reserve Bank of India:
(Source:
http://rbi.org.in)

• RBI released data on sources of variation in foreign exchange reserves in India

during 2019-20.

• RBI released data on overseas direct investment for May 2020.

• RBI released data on marginal cost of funds based lending rate (MCLR) for

May 2020.

• RBI released data on ECB/FCCB/RDB for May 2020.

• RBI released data on finances of foreign direct investment companies for

2018-19.

• RBI released data on ECB/FCCB/RDB for March and April 2020.

• RBI released Working Papers titled "Impact of Leverage on Firms'

Investment: Decoding the Indian Experience" and "Subnational Government

Debt Sustainability in India: An Empirical Analysis".

• The 24th Meeting of the FSDC Sub-Committee was held over Video

Conference.
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