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Fixed Income Overview
MACRO Economic Data for the month:

As on 
30/06/2020

As on 
31/07/2020

Change

10 year Gsec 5.89% 5.84% -05 bps

10 year Corp bonds 6.62% 6.40% -22 bps

3 months Tbill 3.12% 3.29% 17 bps

3 month CD 3.20% 3.37% 17 bps

Brent Crude $ 41.15 43.30 2.15

INR  = USD 75.51 74.81 -0.70

The major macro events during the month:

Inflation and IIP:

India’s nodal statistics agency released the headline retail inflation for June 2020. The 
June 2020 data marks the first complete print released post March 2020. Following 
the international standards in computation of missing data, the Statistics Ministry 
also released imputed values of April 2020 and May 2020 sub-indices as well as 
headline index. India’s retail inflation came in at 6.09% YoY in June, moderating 
marginally from 6.27% YoY in May and substantially from 7.22% YoY in April. The 
moderation was driven by easing of food prices and housing inflation. Core inflation 
remains elevated at 4.91% (May 4.93%).

Wholesale inflation (WPI) posted a deflation of 1.81% in June 2020 compared to 
deflation of 3.21% in May 2020 mainly on the basis of an uptick in food inflation 
and manufactured products inflation.

May 2020 Industrial production (IIP) came at -34.7% (April -57.6%). Manufacturing 
contracted by 39.3%, Mining contracted by 21.0% and Electricity generation 
contracted by 15.4%. May IIP numbers imply slowing contraction as partial easing 
of lockdown measures and subsequent resumption of economic activities led tol 
improvement over the previous month.

Trade Deficit:

India registered a trade surplus (first time since 2002) of USD 0.8 bn in Jun 2020 
from a deficit of USD 3.1 bn in May 2020 as exports rebounded from COVID-19 

driven disruptions quicker than imports. Export contraction slows to 12.4% YoY 
as against 36.5% contraction in May and Imports were down 47.6% YoY against 
contraction of 51.0% in May. Oil exports fell by 29.2% whereas non oil exports fell 
by 10.5%. Oil imports fell by 55% whereas non oil imports fell by 45%. A sharper 
contraction in import growth relative to export growth is indicative of the weak 
state of the domestic economy.

Highlights of RBI policy on August 06, 2020:

● The Monetary Policy Committee (MPC) kept the policy repo rate unchanged 
at 4.00 per cent, accordingly, the marginal standing facility (MSF) rate and the 
Bank Rate stand remains unchanged at 4.25 per cent, the reverse repo rate under 
the LAF remains unchanged at 3.35 per cent.

● The MPC also decided to continue with the accommodative stance as long as 
it is necessary to revive growth and mitigate the impact of COVID-19 on the 
economy, while ensuring that inflation remains within the target going forward.

● Outlook for Inflation -Supply chain disruptions on account of COVID-19 
persist, with implications for both food and non-food prices. A more favourable 
food inflation outlook may emerge as the bumper rabi harvest eases prices 
of cereals, especially if open market sales and public distribution offtake are 
expanded on the back of significantly higher procurement. The relatively 
moderate increases in minimum support prices (MSP) for the kharif crops and 
monsoon are also supportive of benign inflation prospects. Nonetheless, upside 
risks to food prices remain.

● Outlook for Growth -the recovery in the rural economy is expected to be robust, 
buoyed by the progress in kharif sowing. Manufacturing firms responding to the 
Reserve Bank’s industrial outlook survey expect domestic demand to recover 
gradually from Q2 and to sustain through Q1:2021-22. On the other hand, 
consumer confidence turned more pessimistic in July relative to the preceding 
round of the Reserve Bank’s survey. External demand is expected to remain 
anaemic under the weight of the global recession and contraction in global 
trade. For the year 2020-21, as a whole, real GDP growth is expected to be 
negative. An early containment of the COVID-19 pandemic may impart an 
upside to the outlook. A more protracted spread of the pandemic, deviations 
from the forecast of a normal monsoon and global financial market volatility 
are the key downside risks.
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Rupee versus USD over the past 3 months
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