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Global Economic Outlook 
• Fed hikes again by 75 basis points, hints at 

entering end phase: Federal Reserve officials 
delivered their fourth straight 75 basis-point 
interest-rate increase while also signalling their 
aggressive campaign to curb inflation could be 
approaching its final phase.   

• The Fed said that “ongoing increases” are needed to 
bring rates to a level that is “sufficiently restrictive to 
return inflation to 2% over time.” The unanimous 
decision lifts the target for the benchmark federal 
funds rate to a range of 3.75% to 4%, its highest level 
since 2008. 

• UK long-run inflation expectations drop to 
4.2%: The British public's expectations for inflation 
over the next five to ten years dropped to 4.2% in 
October from 4.3% in September says a monthly 
survey by Citi and YouGov. 

• Expectations for inflation over the next 12 months 
held steady at 6.2% on the longest-running measure, 
while a new measure of year-ahead expectations, that 
allows for higher inflation, came in at 8.7%, down 
from a high of 10.3% in August. 

• Oil climbs as dollar slips and supply risks 
linger: Oil climbed this week as the dollar eased and 
supply risks lingered, though recession fears and 
China’s COVID outbreaks kept a check on prices. 

• Brent crude futures were up $1.84, or 1.9%, to $96.51 
a barrel at 0740 GMT. The contract is headed for a 
weekly climb of more than 0.5%. A weaker dollar 
boosts oil demand as it makes the commodity 
cheaper for those holding other currencies. 

• ECB's top brass keep focus on fighting 
inflation: The European Central Bank officials 
emphasised the central bank's focus on bringing 
down inflation in the euro area before it becomes 
entrenched. 

• ECB President Christine Lagarde and her deputy, 
Luis de Guindos, both signalled the central bank was 
determined to do its part and called on the 19 
governments of the euro zone to avoid fuelling prices 
with overly generous spending - a point also made by 
Greek governor Yannis Stournaras. 

• Lagarde acknowledged the ECB's interest rate 
increases -- which have taken its deposit rate from -
0.5% to 1.50% in three months -- worked with a lag, 
but she argued policymakers did not have the luxury 
of waiting to see their full effect. 

• Global equity funds gain inflows for second 
week in a row: Global equity funds obtained huge 
inflows in the week ended Nov. 2 as investors were 
hoping that the U.S. Federal Reserve would consider 
decelerating the pace of its interest rate hikes, ahead 
of its policy decision. 

• According to Refinitiv Lipper data, investors 
purchased a net $13.76 billion worth of global equity 
funds, marking their biggest weekly net buying since 
March 23. 

• The U.S., European, and Asian equity funds, all 
received inflows worth $10.19 billion, $2.42 billion 
and $830 million respectively. By sector, investors 
accumulated healthcare, tech and consumer staples 
funds of $717 million, $522 million and $458 million 
respectively. 
Domestic Outlook 

• Employment falls in rural India: India’s 
unemployment rate shot up to 7.8 % in October 2022 
after having dropped to a 4-year low of 6.4 % in 
September. The October estimate is closer to the 
average unemployment rate post the Covid shock of 
April-May 2020. The average rate since June 2020 is 
7.7 % and the median rate is 7.5%. Minor shocks such 
as the one during the second wave of Covid during 
April-June 2021 apart, the unemployment rate has 
mostly hovered in the range of 6.58 %. 

• The fall in employment was entirely in rural India, 
but, it was not in agriculture. Employment fell 
essentially in non-agricultural rural India in October 
2022. 

• Employment in agriculture has been falling over the 
last one year. It had peaked at 164 million in 
November 2021. Since then, it fell rapidly to a low of 
134 million in September. Its recovery in October 
2022 at 139.6 million is the lowest agriculture 
employment seen in any October of the last four 
years. Therefore, while there was no fall in 
employment in agriculture in October 2022, the level 
of employment in the sector was quite low. 

• Urban India did relatively better. Employment in 
urban India increased from 126 million in September 
to 127.4 million in October. Most significantly, 
salaried jobs increased by 2.26 million in urban 
India. Urban salaried jobs crossed 51 million. This is 
the highest level in the past 44 months.  

•  
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• Trade gap to remain wide: India’s merchandise 
trade deficit peaked at USD 81.3 billion in the quarter 
ended September 2022. The deficit has been 
widening continuously for more than a year. It had 
shrunk below USD 10 billion in the June 2020 
quarter on the backdrop of Covid-19 induced 
lockdown. But it was quick to return to its pre-Covid 
level of USD 30-45 billion between the December 
2020 quarter and the September 2021 quarter. The 
deficit widened to USD 60.1 billion in the December 
2021 quarter and after an aberration of the March 
2022 quarter, it expanded further to USD 65.2 billion 
in the June 2022 quarter and USD 81.3 billion in the 
September 2022 quarter. 

• The rapid expansion in trade deficit is becoming a 
cause of concern for India. The rising trade deficit is 
fuelling domestic inflation. This is because the 
current widening of trade deficit has emanated from 
rise in prices of imported commodities, particularly 
of energy fuels. Besides, the rising deficit is not 
accompanied by an increase in foreign capital 
investments. This in turn has exerted pressures on 
the Indian rupee. 

• Rupee slides further: The Indian currency unit 
has been on a slippery slope this year. The rupee 
weakened sharply by 2.62% to average at ₹82.39 per 
USD in October 2022. Throughout the month, rupee 
hovered above ₹82 against the dollar and even 
crossed ₹83 per dollar on 20 and 24 October 2022. 

• The US Fed, on 2 November 2022, hiked interest 
rates by 0.75 percentage points for the fourth time in 
a row to battle inflation. This could further trigger 
FPI outflows and the already weakened rupee is likely 
to be impacted further. 

• The domestic currency which appreciated against 
Pound Sterling since March 2022, depreciated by 2% 
in October to average at ₹92.82 per Pound Sterling. 
Likewise, the INR averaged at ₹. 80.88 per Euro in 
October 2022 as against ₹79.46 per Euro in 
September 2022. The Japanese Yen remained 
unchanged at ₹0.56 per Yen in this month. 

Interest Rate Outlook 
• Bond yields ascend: The Indian yield curve spiked 

marginally in October 2022, on bets that the Federal 
Reserve would opt for another 75 basis points, which 
came into realisation on November 2. The bond 
yields increased across the maturity spectrum. 

• The benchmark 10 year Gsec yield rose by 11 basis 
points to end the month at 7.44%. The weighted 
average yield on Gsecs with 1 year maturity and with 
3 year residual maturity rose to 7.14 and 7.29%, 
respectively. Similarly, yield on G-sec with 7 year and 
10 year residual maturity increased by 25 and 18 
basis points to end the month at 7.44% each. 

• The corporate bond yields mimicked upward trend of 
the Gsec bond yields. The weighted average yield on 
corporate bonds (AAA rated) with 1 year maturity 
and with 3 year maturity increased by 41 basis points 
and 26 basis points in October to 7.42% and 7.60%, 
respectively. Yield on corporate bonds with 10 year 
residual maturity rose by 20 basis points to end the 
month at 8%. 

• The weighted average call money rate averaged at 
5.9% in October 2022 as compared to 5.1% in 
September 2022. 

 Weekly Benchmark Bond Yield 
Movement (%) 

Date 31-
Oct 

01- 
Nov 

02- 
Nov 

03- 
Nov 

04- 
Nov 

USA 10 
years 4.05 4.05 4.10 4.15 4.16 

India 10 
years 7.45 7.40 7.40 7.48 7.50 

India 5 
years 7.38 7.33 7.33 7.42 7.42 

India 3 
months 6.39 6.51 6.47 6.44 6.44 

Source: CMIE, worldgovernmentbonds.com 
 

• For the week 7 November – 11 November, the 
benchmark bond yield movement will depend on 
the policy prescriptions by Fed and RBI during the 
week, 7.50% is expected to act as a bottom level for 
the 10 year bond. 


