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UPDATE ON INDIAN ECONOMY: June 2002

Editorial

[A]  National

Food grains production this year is likely to exceed 211 million tonne registered last year, in view of the predicted normal monsoon and its timely arrival. Good monsoons would greatly benefit crop of rain-fed areas like paddy, as also kharif pulses and oilseeds.

[B]  International

The global slowdown which began in mid-2000 now appears to have bottomed out according to the projections released by the IMF in its World Economic Outlook, April 2002. The global output, which was estimated to grow by 2.8 per cent in 2002, is now projected to grow by 4.0 per cent for 2003. This economic recovery seems to be led by the United States, the GDP growth of which is projected at 3.4 per cent in 2003 as compared to 2.3 per cent in 2002.

Capital Market Review

The month started on a positive note and during the month the BSE Sensex touched a high of 3,478 on May 9, 2002. However, the recovery in the market was snapped by profit taking, as sentiment was adversely affected due to gilt scam and due to fears that the tension at the Indo-Pak border may escalate into a full-fledged war between the two countries. The scrips which can be considered for investment are Hero Honda Motors Ltd (Rs 324), Munjal Showa Ltd. (Rs 208), Cipla Ltd. (Rs 989), Alstom Power India Ltd. (Rs 35) and Associated Cement Companies Ltd. (Rs 151).

Corporate Update : Munjal Showa Ltd

The company's major customer is Hero Honda, which is the largest two-wheelers manufacturer in the world, besides being the fastest growing Indian two-wheeler company. Munjal Showa is also planning to include couple of more clients during this fiscal. The company is also expanding its capacity base. The scrip can be considered for investment at the current market price of around Rs 208 for medium to long-term gains.

Other Markets

(A) Money Market. (B) Debt Market. (C) Foreign Exchange Market.

Infrastructure and services

The infrastructure sector registered a sharp turnaround during April 2002, with the index for six major infrastructure industries growing by 5.9 per cent, as against a decline of 0.3 per cent in April 2001. Output in the cement sector registered the sharpest growth (10.6 per cent).

Industry

Update on Sponge Iron industry.

Important Policy Announcements

On May 20, 2002, all entities regulated by the Reserve Bank of India have been barred from transactions in government securities in the physical form with any broker. The market participants will now be required to trade gilts in the demat form.
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