
    
                                               June 2016 
Indian Economy 

 
• The Reserve Bank of India (RBI) in its credit policy in June’16 has kept all rates 

unchanged but the stance of monetary policy remains accommodative. 
• Retail inflation (CPI) came to 5.76% in May’16 higher than 5.39% in Apr’16 due to rise 

in food and fuel prices. 
• The various supply management measures being taken by the government and the 

normal monsoon will help to moderate unanticipated firming up of inflation. 
• After a long period, corporate earnings excluding banks, non-banking finance 

companies & oil companies, have seen improvement in trends on aggregate basis. 
The comparison of net sales & net profit on aggregate basis for Q4 FY 16 are as 
below: 

 

% Change for Q4 FY16  
on y-o-y basis   

For 2403 companies (including 
energy & finance companies) 

For 1993 companies (excluding 
energy & finance companies) 

Sales Growth  
 

1.5% 5.4% 

Net Profit  -20% 21% 

 
• Manufacturing companies did better than services companies in Q4 earnings due to 

rebound in international commodity prices, improved fiscal spend by the government  
and import barriers put up by government leading to a rise in domestic prices. 

• Industrial output growth measured by IIP fell to -0.8% in Apr’16 as compared to 0.1% 
in Mar’16 mainly due to contraction in manufacturing and capital goods output. 

• The RBI relaxed guidelines for lenders restructuring large stressed loans, in a move 
that could allow banks to more effectively manage bad loans. The debt portion which 
is deemed unable for repayment can now be converted into equity or convertible 
debt, giving lenders a chance to eventually recover funds if and when the borrower is 
able to turn around its business. 

• Indian Rupee (INR) may come under pressure in the coming months as banks build up 
foreign currency assets to meet around USD 20 Bn FCNR(B) deposit related 
obligations. There could be a risk of maturity mismatches which may cause some 
swings in forex reserves and hence rupee liquidity. 

 
 

http://www.business-standard.com/search?type=news&q=Stressed


 
Global Economy 

 
• US Fed has maintained status quo on rates in its June meeting. The stance of 

monetary policy remains accommodative, supported by further  
improvement in labor market conditions and a return to 2% inflation. 

• The recent Non Farm Payroll data has indicated job increase of only 38,000 and this 
has pushed the next rate hike further down. 

• Global markets may witness another bout of volatility with the referendum on Brexit 
on 23rd of June to decide if UK wants to leave the European Union or stay in it. The 
event has impacted the UK economy as companies are deferring investment 
decisions until the outcome is known. Incase of “Brexit” there would be economic & 
financial market implications due to change in export / import dynamics of goods & 
services for various countries in the world. 

 
Outlook

 
• The recovery of commodity prices, increased government expenditure in high 

multiplier sectors, good monsoon season, seventh pay commission and lower 
interest outgo due to transmission of rates should provide fillip to the bottom line in 
FY17. 

• Volatility is expected to heighten in markets globally with “Brexit” referendum. We 
recommend investment in equities in a staggered manner in a mix of diversified 
funds with 3-5 years horizon.  

• Currently, the debt market is witnessing lack of flows, which has led to demand 
paucity and consequent spike in yields. To gain from the potential high yields in the 
market, we recommend investment in accrual based funds. Also as per the RBI’s 
indication to focus more on structural liquidity, we recommend short term debt 
funds.  
 


