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A) National

After the stalemate in the Cancun (Mexico) on the trade negotiations, the Indian trade policy has been cast in terms of “Looking to East”.  As a follow up of that the Prime Minister, Mr. Atal Behari Vajpayee attended the meeting of Association of South East Asian Nations (ASEAN) countries in Bali, (Indonesia), and subsequently he visited Thailand, Philippines and signed several Free Trade Agreements (FTAs) with these countries.  The GDP during the first three months (April – June) of 2003-04 reflect a growth of 5.75% as compared to 5.26% during the same period of 2002-03.  The signals for economic growth are positive for the year 2003-04 which is likely to end with GDP growth rate of 6.00-6.50%, or even close to 7.0%.
B) International
The Annual meetings of the IMF and World Bank were held for the first time in Dubai in the Middle East.  These meetings attracted representatives from all 184 member countries plus others including bank executives, representatives from academes civil societies and journalists.  The top agenda at these meetings were the need to secure and strengthen the global economic recovery.  It was indicated that global growth is forecast at 3.2% in 2003, and 4.1% in 2004 which is just a little above the normal.  The indications are that the world economy is turning the corner.  However, IMF Managing Director Horst Kohler cautioned that “nurturing the recovery will require vigilance and decisive economic policy management”.  He indicated that there are two key risks: (i) large global current account imbalances, and (ii) persistent high levels of public debt in many countries. Despite the collapse of trade negotiations at the World Trade Organization’s ministerial meeting at Cancun (Mexico), it was indicated that Cancun should serve as a “wake-up call” for the international community, and Mr. Kohler said “We all know that trade is the most powerful force for global growth and poverty alleviation. And this force works best when applied in a multilateral, rules-based context. 
Capital Market Review

Bull run has become the order of the day on the bourses. Keeping in mind the huge rally that it has experienced in the past couple of months, the second quarter results for major Corporates have been quite good so far, and more or less in line with expectations. The 611 companies that announced their results so far have registered a 32.9% growth in net profit at Rs 6,842 crore, on a 13.7% growth in sales at Rs 73,275 crore.
Optimism on the bourses received a further boost after international rating agency Moody’s Investors service said recently that it might upgrade India’s foreign currency debt rating to ‘investment grade’ from the current ‘junk’ status, on account of the improved external position. While corporate and macro-economic fundamentals justify the recent gain, analysts feel a correction is around the corner. The scrips, which can be considered for investments are Cummins India (Rs 105), Essel Propack (Rs 230),Federal Bank (Rs 170),State Bank of India (Rs 460) and Tata Steel (Rs 256)
Other Markets

Money Market

Call money rates closed on Thursday 31st October 2003 at 4.25-4.5%, as liquidity eased in the money markets. The same morning these rates were ruling at 6.5% but fell to near repo levels as rupee liquidity entered the system due to the central bank’s dollar purchases in the forex market.
Foreign Exchange Market
Foreign exchange reserves including gold and SDRs went up $ 962 million during the week ended October 17th 2003 to the record level of $91.3 billion. According to the Weekly Statistical Supplement (WSS) of RBI, the entire growth in reserves during the week has been on account of the growth in foreign currency assets which increased to $ 87.4 billion. 

Infrastructure and Services

Core sector registers 5.9% growth in September 2003
The core sector industries in September 2003 posted stronger growth as compared to last year in September 2002. Sectors-wise, petroleum refinery products logged a healthy 11% growth in September 2003, compared with just 2.9% a year ago. Cement, coal and electricity sectors too registered substantial increase in growth during the month at 7.2% (0.7%), 4.9% (-2.4%) and 5% (-0.4%) respectively. Crude petroleum fared better than last year with 0.3% growth (0.1%). For April-September 2003 period, the growth of infrastructure industries as a whole at 4.2% was lower than last year of 6.5%. 

Industry 

Gems and Jewellery
The cutting and polishing of diamonds and precious stones is one of the oldest traditions in India and the country has earned considerable goodwill, both, in the domestic and international markets for its skills and creativity. According to provisional estimates of Gems & Jewellery Export Promotion Council (GJEPC), gem and jewellery exports during 2002-03 stood at US$ 9.10 billion against US$ 7.55 billion in fiscal 2001-02. With country's total merchandise exports during fiscal 2002-03 being estimated at US$ 50 billion, gem and jewellery exports accounted for over 18 percent of the total. Customs duty on rough diamonds and coloured gem stones, semi-processed, half-cut and broken diamonds has been abolished while that on cut & polished diamonds and coloured gemstones has been reduced from 15% to 5%. The reduction in the customs duty on imported gold to Rs 100 (US$ 2) per 10 grams from Rs 250 (approx. US$5) is a step in the right direction for the growth of this industry. 
Important Policy Pronouncements

Dr. Y.V. Reddy, Governor Reserve Bank of India announced on November 03, 2003 Mid Term Review of Monetary and Credit Policy 2003-04.  Highlights of the policy are :
1. Bank rate at 6.0%, Cash Reserve Ratio (CRR) at 4.5% has been left unchanged.

2. Hedging for forex loans to Corporates above US$ 10 million made compulsory.

3. GDP growth rate for 2003-04 has been pegged higher at 6.50-7 per cent “with an upward bias”.

4. Inflation rate on point-to-point basis is expected to be lower at 4-4.5% with a downward bias from the earlier projections of 5-5.5%.

5. Bank branches to be incentivised to improve credit availability to Self-Help Groups (SHGs) to expand micro-credit especially in the rural areas.
The Governor has more or less kept the earlier policy unchanged except that the policy stance has been to permit greater flow of funds to the small scale units and Self-Help Groups.









