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Global Economic Outlook 

 U.S. business activity weakens again in 
October: U.S. business activity contracted for a 

fourth straight month in October, with 

manufacturers and services firms in a monthly 

survey of purchasing managers both reporting 

weaker client demand, the latest evidence of an 

economy softening in the face of high inflation and 

rising interest rates. S&P Global said on Monday its 

flash U.S. Composite PMI Output Index, which 

tracks the manufacturing and services sectors, fell to 

47.3 this month from a final reading of 49.5 in 

September. 

 The U.S. Federal Reserve will go for its fourth 
consecutive 75 basis point interest rate hike 

on Nov. 2, according to economists polled by Reuters, 

who said the central bank should not pause until 

inflation falls to around half its current level. 

 South Korea's economy likely slowed to a 
near halt in the third quarter as weakening 

exports and rising interest rates knocked the wind 

out of what had been a resilient run, a Reuters poll of 

economists found. 

 Euro zone October PMI adds to evidence bloc 
is heading for recession: S&P Global's euro zone 

flash composite Purchasing Managers' Index (PMI), 

seen as a good guide to overall economic health, fell 

to 47.1 from 48.1 in September, below expectations 

for 47.5 in a Reuters poll. 

 Japan's core consumer inflation rate 

accelerated to a fresh eight-year high of 3.0% 

in September, challenging the central bank's resolve 

to retain its ultra-easy policy stance as the yen's 

slump to 32-year lows continue to push up import 

costs. 
Domestic Outlook 

 India poised to accelerate economic recovery: 

RBI: The momentum of India’s real GDP growth is 

expected to move into positive territory in the 

remaining quarters of the current fiscal, the Reserve 

Bank of India (RBI) stated in its monthly bulletin for 

October 2022. 

 RBI bulletin highlights that although the recovery 
may not be evident in year-on-year growth rates due 

to unfavourable base effects, quarter-on-quarter (q-

o-q) annualised rates will reflect the underlying 

recovery. RBI further stated that contact-intensive 

sectors will likely lead the rejuvenation as the 

restrictions due to the pandemic are no longer there. 

Festival-related spending is already boosting 

consumption demand with positive externalities for 

other components of domestic demand.  

 The central bank also expressed optimism that retail 
inflation may ease from its September 2022 high on 

the back of easing momentum and favourable base 

effect. 

 Reuters poll projects 6% GDP growth in 

September 2022 quarter: A poll of economists 

conducted by Reuters opine that India’s real GDP 

must have grown year-on-year by 6% in the 

September 2022 quarter. Growth is estimated to 

deaccelerate further to 4.4 per cent in the December 

2022 quarter. For full fiscal 2022-23, the median 

expectation for GDP growth is 6.9 per cent. 

Economists further stated that India’s economy will 

grow well below its potential over the next two years, 

with inflation staying above the mid-point of the 

Reserve Bank of India (RBI)’s tolerance band despite 

recent interest rate rises. The poll showed inflation 

would average 6.7 per cent in 2022-23 and 5.2 per 

cent in 2023-24 

 Rise in Minimum Support Prices: The 

Government of India has offered a higher average 

increase in minimum support price (MSP) to farmers 

for the rabi marketing season of 2023-24. The MSP 

for wheat was hiked by Rs. 110 per quintal and MSP 

for mustard by Rs. 400 per quintal. The government 

increased the MSP for lentils by Rs. 500, the highest 

among all crops. The 5.5 per cent increase for wheat 

is the highest since the pandemic. This could be to 

increase the amount of wheat held in the central pool, 

according to a note by rating agency CRISIL.  

 Muted growth in output of major crops: 
Production of major crops in India is expected to post 

a marginal increase in 2022-23. Major crops include 

foodgrain, cotton, sugarcane and the nine major 

oilseeds. The weighted growth of these crops is 

estimated to be miniscule at 0.4 per cent in 2022-23. 

This will be the smallest increase in production seen 

in the last seven years. Production of major oilseeds 

is expected to decline, while foodgrain production is 

expected to stagnate at levels similar to last year.  

 Rupee may continue to depreciate: The Indian 

rupee depreciated by Rs.2.48 or 3% against the US 

dollar in less than two weeks, from the last week of 

September to the first week October. This rapid slide 

was mainly driven by large FII outflows. 

INR is expected to depreciate further in the coming 

months. Flight of FII capital and high trade deficit 

are expected to contribute to this. Inflows from ECBs, 

FDI and NRI deposits will be inadequate to offset the 

slide. Between October 7 and October 19, the INR has 

been relatively stable against the USD. It averaged at 

Rs.82.36 per USD within a range of Rs.82.23 and 
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Rs.82.4 per USD. But this stability is turning out to 

be short lived. The INR/USD exchange rate dropped 

to Rs.83.2 on the October 20. 
Expert Insights 

 Economy on a strong footing- Finance 

Ministry: The finance ministry on Saturday said 

global energy prices and supplies continue to 

remain sources of concern and geopolitical conflicts 

may yet intensify, reigniting supply-chain pressures 

that have eased recently. Nevertheless, it asserted 

that growth and stability concerns for India are less 

than that of the world at large halfway into FY23 

and the country’s medium-term growth rate is 

likely higher than 6%. According to the 

International Monetary Fund, India’s real growth 

could be 6.8% in FY23 and 6.1% in FY24, way above 

the G-20 levels.  

 Rupee internationalisation beneficial for 

India-T Rabi Sankar: RBI’s deputy governor T 

Rabi Sankar believes that internationalisation of 

the rupee will be beneficial for India. According to 

him, promoting and expanding the rupee’s role on 

the international stage could deliver a host of 

advantages for India. Use of rupee in cross-border 

transactions mitigates currency risk for Indian 

business, reduces the need for foreign exchange 

reserves, lowers vulnerability to external shocks 

and increases bargaining power for Indian 

businesses. 

 RBI’s Monetary Policy Committee (MPC) member 

Dr. Ashima Goyal expects retail inflation to 

fall below six per cent next year. The central 

bank’s efforts to keep a check on price rise by 

increasing interest rates will help in reducing 

inflation. Goyal further stated that the fall in Indian 

equity prices is less than in other countries, which 

shows market confidence in India. According to 

her, forex reserves have fallen mostly because of 

valuation effects 

 Moderation in core inflation must be 

priority- Shashanka Bhide: Monetary policy 

should prioritise moderation in the core inflation, 

according to RBI’s monetary policy committee 

(MPC) external member Dr. Shashanka Bhide. He 

emphasized that it was important that the inflation 

expectations are anchored closer to the policy 

target. The central bank must focus on moderating 

components of inflation that are not directly 

influenced by food or fuel and work on dampening 

overall price expectations. 

 Fitch Ratings: India’s external buffers are 

sufficient to cushion risks associated with rapid 

monetary policy tightening in the US and high 

global commodity prices, and risk to the sovereign 

rating from external pressure is limited. 

 Interest Rate Outlook 

 Indian economy is in the midst of a rate hike 

cycle: RBI spurred the cycle by raising the repo rate 

four times since April 2022. As a result, lending rates 

across instruments have been increased. Most 

lending rates are now at a 3-year high. Short term 

rates have increased at a faster pace compared to long 

term rates. Going ahead, lending rates are expected 

to rise further as the RBI is expected to continue with 

its policy of hiking repo rates to contain the high 

inflation rate. High inflation has been sticky and is 

not showing signs of moderating adequately. 

 Bond yields seen rising ahead of debt supply: 
Indian government bond yields saw an upward 

trajectory during the week (17-21 October), as market 

braced for additional supply via the weekly debt 

auction, while a relentless spike in U.S. yields also 

weighed in on investor sentiment. 

 Some relief from rising bond yield expected 

for the coming week:  The Indian rupee is 

expected to find some relief in a holiday-shortened 

trading week but will hover near its record lows, 

while government bond yields are likely to stay 

elevated tracking debt markets across developed 

economies, according to analysts. Indian markets 

were shut on Monday (24 Oct) and will remain closed 

on Wednesday (26 Oct) due to local holidays, which 

may lead to lower-than-average trading volumes. 

 Weekly Benchmark Bond Yield 
Movement (%) 

Date 17-
Oct 

18- 
Oct 

19-
Oct 

20- 
Oct 

21- 
 Oct 

USA 10 
years 

4.01 4.00 4.13 4.23 4.22 

India 
10 
years 

7.41 7.43 7.45 7.48 7.51 

India 5 
years 

7.31 7.36 7.38 7.40 7.44 

India 3 
months 

6.23 6.20 6.31 6.34 6.36 

Source: CMIE, worldgovernmentbonds.com 

 For the week 24-28 October, lack of supply from 
central government could limit any major increase 

in yields, and the benchmark bond may face strong 

resistance around 7.55% levels.  


