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OUTBREAK OF COVID-19
ON INDIAN & GLOBAL ECONOMY

After years of growth and prosperity, the unfolding pandemic
outbreak has shaken the entire world. Yes, we are talking about the
current global pandemic Coronavirus (COVID-19) which originated
in China’s Wuhan city, the epicenter of this outbreak.
 
Coronaviruses are a family of viruses which affect directly to the
respiratory system. The virus survive in the throat for first 5-6 days,
then it spread in the mucus, which block the airway and person
start feeling shortness of breathing. As a result,it damage the lungs
which leads to death of a person who is infected. Severe cough,
high fever, body ache, nasal congestion are the common symptoms
of this disease. There are four stages of spreading. At the first
stage, known as imported stage, people travelling to high risk
countries are tested positive. Second stage is of local transmission
where virus spreads locally through infected people who travelled
to the high risk countries. Tracing the chain is relatively easy at
this stage compared to later one. Then comes the third stage,
known as community transmission stage, where virus starts
spreading in the community. At this stage people start getting
infected without directly getting in touch with infected people and
here tracing the source virus is almost impossible. And the last
stage is the epidemic. In this stage disease turns into an epidemic
with no visible end point. Currently china & Italy are at stage 4.
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The virus has already been spread to European nation, US, UK and
Asian nations and it is continuously spreading in other countries also.
Almost 198 countries and territories around the world have reported a
total of 6,57,777 (updated on 29th march) confirmed cases and 30,431
deaths toll has been reported as of now. Significant outbreak from
South Korea to European nations such as Italy, France, Spain and Iran
(an Asian nation) are the mostly affected countries which have
witnessed large number of human life loss as well as economic
downturn after China. India is not an odd one out of the outbreak
created by this deadly virus and entire country is locked down for three
weeks, which may extend depending on future uncertainty. India is
currently on the 2nd phase of this virus spreads but some predictions
are saying that the country is moving into phase 3.
 
 
The impact of the Coronavirus has a deep and serious effect on global
economy. According to International Monetary Fund (IMF), Year 2020 is
going to be a global recession year which will be at least as bad as
financial crisis happened more than a decade ago in the year 2007-08.
 
In China itself, automobile sales have plunged by 80%, passenger
traffic is down by 85% from normal levels, and business in the
countries has touched record lows. The economy of China is totally
down. As we all know China is a source of demand, supply and a focus
of concern for financial market for rest of the world. It is clearly visible
that china’s economy fallout has affected the businesses around the
world.
 
A research conducted by JP Morgan reflected that US economy to be
slashed by 14% in the second quarter, after experiencing a 4%
contraction in the first quarter, before recovering to 8% and 4% growth
in the third quarter & fourth quarter. GDP of European nations will have
a major dent with double digit declines of 15% and 22% in the first and
second quarters, before rebounding by 45% and 3.5% in the third and
fourth quarter.
 
Chief Economist at J.P. Morgan said that the COVID-19 shock will result
in a global recession, as nearly all of the world contacts over the three
months between February and April. Forecast suggests that the
unemployment rate for developed market as a whole will rise 1.6%
points in the next two quarters. There will be a sharp rise of
unemployment in US than European countries.
 
 
Day by day the cases are increasing in the country which forced the
central & state government to lock down the entire country in an
emergency. As of now, total cases have reached to a 909 and total of 19
deaths are reported. All state borders are sealed out, domestic &
international flights services have been cancelled, railways service is
on halt and movement of public & private transport is completely
banned by the government. But Cargo flights are still working. Only
essential services like medical facilities, grocery stores and E-
commerce are allowed to run services across the nation. Work from
home has been enforced by the companies and social distancing is
being imposed.
 
The pandemic effects on economic activity are being felt at a huge
level, far beyond the airline, travel, tourism and hospitality sectors.
Soon analysts will release the impact to the January-March 2020
quarter gross domestic product. But the actual impact will be seen in
the April-June quarter (1st quarter of 2020-21), further worsening the
slowdown in consumption and activity being witnessed in the Indian
Economy.
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Centre has allowed states to use Rs.29000 cr. SDRF fund for food,
shelter to support migrant worker.
3 months moratorium on repayment of loan by the borrower has been
announced to ease the burden. Credit card payment due is also included
in this.
Proposal has given to provide insurance cover of Rs. 50 lakh per person
to frontline workers-sanitation staff, paramedics and nurses, ASHA
workers and doctors.
Relief package of Rs. 1.7 lakh crore has been announced for poor, urban
and rural workers, hit by the COVID-19 pandemic.

Measures taken by the government and RBI to ease the burden of crisis:
 

 
Following industries in India are majorly impacted by Coronavirus:

 
An inoperable analysis done on three sectors, namely transport,
tourism and hotels, is reflecting a significant impact on the demand
side and hence output. Estimates indicate that the impact of a 5%
inoperability shock could 90 basis points on GDP from Trade, Hotel,
Transport, Storage and Communication segments on an aggregate
basis which could make Indian Economy suffer over FY20 and FY21,
with a larger impact in FY21. January-March quarter GDP which is at
4.3 may drop to 3.9% in the April-June quarter. Informal sectors
where daily wage based workers are working will be most
vulnerable from this outbreak. Principal Economist at ICRA Ltd. has
said that the situation is fluid and these forecasts will keep on
changing depending on the latest sectoral data.
 
 
 
 
 
 
 
 
 
 
 
 
Economists and experts warned that these assessments and
forecasts will keep changing depending on the spread of this virus.
On the direct exports side, a set of commodities where China is an
important destination may see some disruption. Various sectors
import key inputs from China and lockdown in China has resulted in
disruption for many sectors. For example, due to the prolonged
lockdown in China, the drug regulatory authority of India notified
to govt. that 57 APIs could soon run out of stock. In turn as a
precautionary measure, the government restricted the export of
certain drugs. Currently, India produces 20% of the world’s supply
of drugs by volume, which is the world’s biggest exporter of generic
drugs. India exports drugs to foreign countries including U.S.
Hence, this restriction could be a major problem for the
pharmaceutical sector. Prediction by Care Ratings’ survey shows
that there will be a further contraction in imports and exports for
2020-21. This outbreak may paralyze the economy by pushing
inflation to the higher side.
  
As the entire world is locked down to stop this pandemic from
spreading, so this is the time when all nations should come
together by ignoring their conflicts and differences to develop the
cure of this disease at the earliest. This way the entire world can
save mankind and rescue its bleeding economies.
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Impact on World Economy

Impact on Indian Economy



Once the country’s sixth largest private lender by market
capitalisation, Yes Bank was incorporated in 2004 by Rana Kapoor
and his brother-in-law Ashok Kapur in Mumbai. The new-age private
sector bank, with 1,000 branches across the country, was always seen
as a lender which never said no to risky borrowers who had built a
highly leveraged position.
 
Rana would only say—if you don’t invest big, you don’t grow big,”
said a senior person at Yes Bank on condition of anonymity.
 
Yes Bank was known for its aggressive stand in lending, perhaps
more than any other private sector lender. When bigger rival HDFC
Bank Ltd was busy building a large retail book,Kapoor was more than
willing to build a corporate loan portfolio.
 
Yes Bank’s commercial banking modus operandi was to lend to
subsidiaries of large corporate groups whose promoters were friends
of Kapoor. “When all banks were refusing to lend to a particular
client, Yes Bank would stepped in. That’s because different kinds of
collateral—land parcels, plant machinery, promoter’s guarantees in
personal capacity—were taken by them. Yes Bank grew 26 times in its
size since its inception in 2003 to September 2018.
 
Yes Bank was the biggest lender to loan defaulter travel firm Cox &
Kings with total claims of over Rs 2,285 crore. Financial creditors
have submitted a claim of over Rs 5,911 crore for debt they provided
to Cox & Kings, according to a regulatory filing by the company.
 
The bank has also experienced serious governance issues and
practices in recent years which have led to a steady decline of the
bank. Take, for instance, the bank under-reported NPAs to the tune
of Rs 3,277 crore in 2018-19. In August 2018 the RBI asked Rana
Kapoor to step down by January 2019 on governance concerns.
Following this, in May, it appointed R Gandhi, then deputy governor,
to the bank’s board amid the leadership turmoil.
 
Yes Bank’s stock has seen a spiraling downfall, eroding more than
92% of investors’ wealth from its record high of Rs 404 in August
2018. With a market value of Rs 8,161 crore.
 
In February 2019, the bank announced a risk assessment report
conducted by the Reserve Bank of India. The bank faced a slew of
fines from the RBI for the violation of various norms, which included
non-compliance with the Swift system and prepaid instrument
regulations, among others.
 
Then the RBI began talks with the bank’s management to find ways
to strengthen its balance sheet and liquidity. The bank was also
engaged with a few private equity firms for exploring opportunities
to infuse capital. However, eventually this did not materialise.
 
So, SBI and LIC came into picture and   tried to bail out the bank by
proposing a plan. As per their plan, they would be taking a 49% stake
in bank at ₹10 per share via preferential allotment.
 
 

The Yes Bank Fiasco
Naveen Kumar C.R.

 
The Reserve Bank of India placed YES Bank under moratorium and
restricted withdrawals to Rs 50,000. The RBI has taken this decision
in view of the bank's poor financial condition. Also, Prashant Kumar,
the former Chief Financial Officer of SBI, has been appointed as an
administrator of Yes Bank. In the issued notification, it has been said
that if a person has more than one account in Yes Bank, then he can
withdraw a total of 50 thousand rupees by including all the accounts.
 
When Yes bank came under the directive of RBI it is a hopeful
scenario for not only Yes Bank but also other private banks. However
we must always be cautious. Indian banking system is extremely
fragile both because of the structural condition of our economy as
well as the fraud businessmen in India. Keep your eyes open.

 
 

MARKET PERFORMANCE
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Rev repo reduced by 90 basis points to 4%·
Repo rate reduced by 75 basis points to 4.4%.
CRR reduced by 100 basis points to 3% for 1 year to release
1.37 lakh Crores·
Indian FOREX Reserve had reduced by $11.98bn to $469.9bn.
RBI Officially permitted to allow a moratorium of 3 months
on EMI or Term Loans for all banks, NBFC’s, Financial
Institutions.
Stock market had faced a severe down fall of 8% on 12th
march 2020 and an average of 1.7% for the entire month.
All India lockdown effects most of the sectors like oil &
refinery, Auto-mobile industry, Manufacturing Industry,
Transportation & Tourism and Imports & Exports.
Reduction of GDP due to liquidity & shutdown caused by the
pandemic COVID-19.
Most of the companies and industries are leading towards
Bankruptcy and Lending rate for banks has been decreased
due to lockdown.

 
 

Stock Market had faced a downfall of 0.21% as an average for
the month February.
Trade deficit of 12 month trailing sum has been widened for
the month February to USD 154 bn from its past month.
Consumer prices dropped 0.73% in February compared to its
previous month’s fall 0.13% in January.
Consumer price inflation has been decreased to 6.6% from
7.6% in January which resulted that inflation level reached
to the upper limit of RBI’s target range of 2.0 -6.0%.
Services PMI (Purchasing Manager’s Index) has gained a
highest rise of 2 points (55.5 to 57.5) compared to its
previous month.
Manufacturing sector PMI faced a drop of 0.8 points from
55.3 to 54.5 due to the outbreak of Corona virus on exports
and supply chains.
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Disclaimer – The recommendations and reviews do not guarantee fund performance, nor
should they be viewed as an assessment of any fund's. Mutual fund investments are subject to
market risks.
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