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UPDATE ON INDIAN ECONOMY: October 2001

Economic Snapshot

Figures of WPI, IIP, INR/US $, M3 and Call Money.
Editorial

[A]  National

The attacks in the United States on September 11, 2001 will have adverse economic impact on India and the Bombay Stock Exchange already has touched an 8-year low. Poor performance of the industry, cancellation of the export orders from US for Indian goods, slowing tourist arrival and depreciation of the rupee will slow the economy.

[B]  International

The International Monetary Fund's Annual Meetings which were scheduled to take place on September 29 & 30, 2001 in Washington have been postponed because of the terrorists' attack in USA on September 11, 2001. However, there have been important developments in the international financial system.

FIIs limit in Indian companies hiked

On September 21, 2001, the Reserve Bank of India (RBI) announced a hike in FII investment limit in Indian companies. The FII investments in Indian companies could now be raised further than the 24 per cent of the issued and paid-up capital of the company.

Capital Market Review

September 2001 witnessed a drastic fall in the stock market prices due to selling pressure from foreign funds, which was a fallout of the major terrorists' attack in United States. The BSE Sensex during the month touched a high of 3268 and a low of 2595. The scrips which can be considered for investment are Tata Power (Rs 98), Reliance Petroleum (Rs 28), State Bank of India (Rs 175), Dr Reddy's Laboratories (Rs 1,789) and Ranbaxy Laboratories (Rs 641).

Corporate Update

Update on Tata Power Ltd.

Other Markets

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

Infrastructure and services

· Infrastructure index records dismal growth in August 2001. 

· Petro projects revived. 

Industry

Update on Steel industry.

Important Policy Announcements

On September 24,2001, the RBI announced a cut in the interest rate on export credit by one percentage point. The maximum interest rate that the banks could charge to exporters would be 2.5 percentage points below their prime lending rate (PLR) for pre-shipment credit up to 180 days and for post-shipment credit up to 90 days. The prior ceiling was 1.5 percentage points below the PLR.
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