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Let’s look at a few examples.

The global mining industry is one such. Given the working conditions in 
underground mines, Covid related health protocols severely restricted ramping 
up capacity utilizations in the industry. The African continent is a leading 
producer of many minerals and there even till the end of 2021 the average rate 
of vaccination was just 8%. In South Africa, for example, there were three waves 
in 2021 alone leading to people falling ill and missing work. Even as of this 

month, with 750 Covid related deaths only 77% of all mine industry workers in South Africa have been fully 
vaccinated. Lower manpower productivity only meant lower supply. Earlier this year, a new wave of Covid in 
Australia impacted production of minerals such as iron ore and coal.

FALLING COMMODITY PRICES....
IS IT THE MUCH FEARED ‘R’ WORD?

This is a broad sample of news headlines we have been reading in the past month or so…

As you can see, much of what we read has been scary enough to reach for the                       button in the equity 
markets.

 But let’s pause for a moment and try to sift through the noise. Yes, it is true that commodity prices have 
corrected and in some cases the correction has been fairly steep. The Bloomberg Commodity Spot Index, 
which tracks 23 energy, metal and crop futures contracts has lost more than 20% since touching a multi-year 
high in Jun-22. However, let’s not loose sight of the fact that this correction has come after an unprecedented 
rally since early 2021. The table below will bring this out clearly.

In order to understand the reasons for the recent 
decline, let’s first analyze why commodity prices 
rallied in the first place. The onset of the Covid-19 
pandemic severely impacted commodity demand 
across the globe leading to a sharp fall in prices after 
the second quarter of 2020. However, once people 
started getting vaccinated, the severity of every 
subsequent wave started to abate. Governments 
across the world started lifting restrictions on 
movement and as a result the global economy 
started getting back on its feet. However, in the case 
of many commodities, the supply response lagged 
the recovery in demand leading to an inflationary 
scenario

“Brent crude futures dropped to $98.5/barrel on Wednesday, falling 

below $100 per barrel for the first �me since April 25, as recession 

fears in the west fuelled a broader selloff” – 08th July 2022

““Copper drops to 16-month low as economic slowdown 

fears mount” 23rd July 2022

“Cotton prices plunge to 6-month low in global market, 
further drop seen” 30th July 2022

Table 1: Key commodity price trend

Note: CNY – Chinese Yuan, MYR – Malaysian Ringgit  as on 13th July 2022

“Analysts see steel prices dropping further on stagnant demand” 

  – 16th July 2022



On top of the supply related issues seen in the case of some commodities, what 
further added fuel to the fire was the congestion seen across major US ports 
leading to delays and higher freight costs. This too can be partly attributed to 
Covid as the pandemic induced slowdown resulted in companies reducing their 
workforce. Recently, the lockdown across several cities in China including the 
port city of Shanghai led to a new round of disruption in the global supply chain.

The second important reason for the supply chain disruption was the 
weather. Unfortunately, call it climate change or not, anomalous weather 
events are only getting too frequent across the gl obe. Take the USA, for 
example. The year 2021 saw Arctic type weather hitting Texas (Feb), 
hurricanes on the Gulf Coast (Aug-Sep) and typhoons in six central states 
(Dec). The first two events resulted in power outages severely impacting 
production in the oil and gas and chemical industries. In Australia and 
Indonesia, higher than normal rainfall led to disruption in coal production 
which impacted global supplies.

gas storage levels have fallen and gas prices continue to be sharply higher. The situation has only got worse with 
Russia cutting off gas supplies to Bulgaria and Poland for their refusal to pay in Rubles. EU supplies have further 
got impacted after the recent fire incident at the Freeport LNG terminal in the US which has put it out of action 
till the end of this year.

The war has also hampered evacuation of Ukraine’s wheat crop through the Baltic Sea leading to frenzied 
purchases by dependent countries at higher prices.

As you can see, the examples highlighted clearly show that a large part of the commodity inflation was not 
demand related. Hence, to say that the decline in commodity prices is a reflection of faltering or slowing 
demand growth is not entirely correct. 

And then came the Russian-Ukraine war. It could not have happened at a 
worse time. Just when the western world economies were starting to 
recover from the pandemic, energy demand rose. While the issues 
surrounding the commissioning of the newly built Nord Stream II pipeline 
in Germany came to the fore last year itself, post the invasion of Ukraine, 
Russia has played spoilsport by not increasing supply to Europe. As a result, 

US port conges�on

Cold wave in texas

Conclusion
While it is true that some demand destruction could have happened due to sharply higher commodity prices 
but demand is yet not firing on all cylinders. Take crude oil for instance. As per the IEA, crude oil demand in 
2022 will just manage to touch pre-Covid levels. The major reason, prices are around the US$ 100 per bbl mark 
is OPEC’s intransigence to increase production, lower supplies out of Iran and Libya and the change in trade 
routes brought about by the Russia-Ukraine conflict.

Global central banks have woken up to the issue of inflation and started raising interest rates. Thus far, many 
central banks including the UK, USA, EU, Canada, Sweden, Japan, South Korea, Australia and India have 
increased policy rates. Many are of the view that higher interest rates will itself slowdown demand further 
leading to a recession. However, in the post GFC world, central bankers have become adept at avoiding a ‘hard 
landing’ and any hint of a sharp demand slowdown will see rate hikes coming to a screeching halt. In China, 
the economy took a knock on account of the last Covid-19 outbreak in Mar/Apr 2022. If the grapevine is to be 
believed, the government there is actually planning a big bang stimulus to accelerate economic growth. Thus, 
the prospects of a global recession, in our opinion, appear to be limited. In case our worst fears are confirmed, 
such a recession will likely be shallow and short lived.



Q1FY23 TREND SO FAR

Advances grew 22% yoy and at a CAGR of 19% over FY20-23 in Q1FY23.
Highly resilient book with steady growth across all cycles

Growth is bouncing back from the adverse impact of corporate loans and 
retail loans led by slowdown in Vehicle Finance and MFI. Q1FY23 advances 
grew 18% yoy and at a CAGR of 9% over FY20-23

Strongest delta in growth across banks as the advances mix has 
reached stability. Advances grew 21% yoy and at a CAGR of 7% over 
FY20-23 in Q1FY23.

Latest numbers reflect strong bounce back from pre-COVID levels. 
Advances grew 28% yoy and at a CAGR of 17% over FY20-23 in Q1FY23.

Revenue grew 95% yoy and at a CAGR of 19% over FY20-23 in Q1FY23. 
Discretionary contribution mix of this quarter is yet to reach the 
pre-pandemic levels but is getting better.

Growth is relatively slow on the back of focus on high rated borrower profile 
while Q1FY23 advances grew 16% yoy and at a CAGR of 11% over FY20-23

Strong growth led by conversion to SFB and opening up of new markets. 
Advances grew 37% yoy and at a CAGR of 25% over FY20-23 in Q1FY23.

Revenue grew 205% yoy and at a CAGR of 22% over FY20-23 in Q1FY23. 
Q1FY23 was a near normal first quarter after a gap of 2 years. Network 
expansions and campaigns continued to progress



Volumes saw a decent growth of 13% yoy and at a CAGR of 3% over FY20-23 
in Q1FY23. The company remains confident to achieve 1 mn tons in 
H1FY23.During Q1FY23 share of VAP stood at ~61% which was ~55% in 
Q1FY20

Volumes in Q1FY23 remained low due to moderate exports as the 
government has levied additional duties on Export of Steel. Consolidated 
deliveries declined 4% yoy and was flat over FY20-23. Domestic demand 
continues to remain robust.

India business expected to report high single digit revenue growth (backed 
by mid single digit growth) on a very high base of 35.4% revenue growth in 
Q1FY22.  Margins expected to be lower by ~200bps vs Q1FY22 due to cost 
pressure combined 

Revenue grew at 16% yoy and at a CAGR of 11% over FY20-23. Though 
demand outlook remains strong amidst the ongoing recessionary 
concerns. Margin pressure will continue due to high attrition which will 
start stabilizing over next few months. 

Volumes in Q1FY23 recovered for PVs on the back of 
some improvement in the supply of semiconductor 
chips. Maruti Suzuki 3 year volume CAGR 
(Q1FY20-23) stood at ~5%.

Whereas leading 2W OEMs are struggling due to 
multiple headwinds such as increase in 
competition and shift towards EVs. Hero MotoCorp  
3 year volume CAGR stood at (-9%) and Bajaj Auto 3 
year volume CAGR stood at (-7%). CV volumes have 
shown decent pickup and the volumes for Ashok 
Leyland are back to pre-covid levels. 



FOOD FOR THOUGHT                            

We attended a conference jointly organized by the Ministry of Culture, 
Confederation of Indian Industry and India@75 Foundation called 
“Sankalp Se Siddhi” on 7th July 2022 at Taj Mahal Palace, Mumbai.  

Sankalp Se Siddhi conference was conducted under the aegis of Azadi ka 
Amrit Mahotsav, the Government’s "Flagship initiative to commemorate 
India’s 75th year of Independence. Sectoral Ministries and Industry 
leaders came together to deliberate on the constituents and roadmap of 
an inclusively developed India by 2047.

“SANKALP SE SIDDHI” CONFERENCE KEY TAKEAWAYS

The convention was well attended and saw the likes of Shri Nitin Gadkari, 
Hon’ble Minister of Road Transport & Highways, Government of India, 
Smt. Meenakashi Lekhi, Hon’ble Minister of State for External Affairs and 
Culture; Shri Eknath Rao Shinde, Hon’ble Chief Minister of Maharashtra, 
Shri Devendra Fadnavis, Hon’ble Deputy Chief Minister of Maharashtra 
and several eminent names from the business fraternity.

The period between India@75 to India@100 will be Amrit Kaal. It will be a period of inclusive growth 
where historic wrongs will be corrected.

Infrastructure development and industrial investment

India has progressed well since Independence. The literacy levels, food security, and infrastructure have 
made a progressive change, and this will continue in the Amrit Kaal. 

Industry and government are partners in achieving the common goals and India should rise above from the 
global challenges. 

India@100 cannot be driven by the industry or the Government alone; it has to be owned by 1.3 billion people 
to be people’s movement for a New India.

India is a young nation and has lot of potential to grow and become largest & strongest economy in the 
world. 

India can become a ~$7 trillion Economy and Maharashtra itself would become ~$1 trillion economy by 2030.  

70% work on the ambitious Rs 1 lakh crore Delhi – Mumbai Expressway has been completed and it will reduce 
the travel time between the national capital and the commercial capital to 12 hours.

The under-construction Delhi-Mumbai Expressway, the Nagpur – Mumbai Samriddhi Mahamarg and a 
number of new road projects will propel further economic growth in Maharashtra.

Maharashtra has set huge targets for infrastructural development. Projects such as bullet train and biggest 
deep draught port developments are picking up at a good pace.

Integrated thinking is required to realize the vision of Aatmanirbhar Bharat.  While industrial investment is 
necessary to increase employment potential, there is need to step up investments in agriculture, rural and 
tribal areas to eradicate poverty.

Key Takeaways



Clean Energy

India is making a collective effort towards an inclusively developed India 
for a sustainable future of a clean, green, energy efficient India@100

GOI is now promoting ethanol as a fuel, with the same calorific value as 
petrol”.  The Minister said the Indian Oil Corporation’s R&D Centre in 
Faridabad has certified that it is possible to get the same average from 
ethanol as one gets from petrol.

Shri Gadkari urged people to use ethanol as a preferred fuel in future, 
especially considering the fact that flex engine vehicles will start
becoming available from next month.  He said compared to Rs 115 per litre for petrol, ethanol at Rs 64 per litre 
would prove to be a cost-effective fuel for a common person.

The Minister said Maharashtra can become the pioneering state in reducing the petrol consumption by 
promoting alternative fuels like ethanol, methanol, biodiesel, bio CNG, bio-LNG and green hydrogen etc.  

Shri Gadkari also hailed the promotion of electric vehicles for public transport in Mumbai and Pune and 
suggested to explore possibility of introducing Trolley buses, which are cost effective for intra-city transport.

Maharashtra State government is aiming to run entire public transport buses on clean fuel, i.e. either electric 
or ethanol based. 

Way Forward for India @2047

The AtmaNirbhar Bharat demands integrated thinking. India need industrial development as well as 
investment in agriculture, rural, tribal & forest industries. India need investment, innovation, research and 
best practices for success of new initiatives.” CII support is sought to enhance Maharashtra’s agricultural 
growth rate from 12 per cent to 20 per cent as part of the Sankalp Se Siddhi initiative.

The purpose of ‘Amrit kaal’ is to better the lives of citizens, lessen the developmental divide between villages 
and cities, and reduce government intercession in public life. It also entails the development or acquisition 
of the latest technologies.

Corporate India has always done the country proud, being there at every step of the way for the nation. At 
this critical junction it needs to ask itself if it wants to shape history or merely witness it.

CII would skill 1.5 lakh youth & facilitate placement of more than 2 lakh youth in the private sector.

Indian Corporates can do the following to actively shape India’s future: Set specific goals for India@2047, 
Make sectoral commitments, draw up a roadmap to success and aim for global leadership.



Rupee falls to new low as US dollar index rises to fresh 20-year high

The rupee on July 15th  settled at a fresh low against the dollar and ended 
at 80. So far in 2022, the rupee has lost  7%  against the dollar

Comparatively  rupee has depreciated much lower than other currencies 
such as Euro that has depreciated 12%  against dollar while  GBP and 
Japanese Yen has depreciated 12% and 20% respectively in 2022. 

The US dollar index, which measures the greenback against six rival 
currencies, rose to a fresh 20-year high of 107.74

RECAP 2021
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PM Modi to launch SGX Nifty futures trading at GIFT city

The SGX Nifty futures will be traded simultaneously at SGX and GIFTIFSC for 
the first few months. Later, SGX will discontinue the product from Singapore

The date for operationalization of the NSEIFSC-SGX Connect shall be 
informed shortly through a separate circular

The average daily volume on SGX was Rs 26,000 crore in 2021 compared to Rs 
14,500 crore on NSE during the same period

Euro hits parity with the US dollar for the first time in 20 years

The euro is on parity with the U.S. dollar. The last time the currencies 
were equal in value was 2002

Triggers for the relative decline of the euro include the ongoing war in 
Ukraine as well as U.S. interest rates moving sharply higher

One euro is currently worth less than $1.01 — down 11% from nearly $1.13 
at the beginning of the year and down 15% from almost $1.19 a year ago.

Inflation to ease gradually in H2 this year 

RBI Governor mentioned that the supply outlook appears  favourable and 
several high frequency indicators points to resilience of the recovery in the 
first quarter (April-June) of 2022-23

RBI’s current assessment is that inflation may ease gradually in the second 
half of 2022-23, precluding the chances of a hard landing in India

India's third power exchange becomes operational

The country's third power exchange -Hindustan Power Exchange Ltd 
commenced operations on 06th July 2022 upon receiving approval from 
Central Electricity Regulatory Commission 

The other two power exchanges in the country are Indian Energy 
Exchange and Power Exchange of India Ltd.



5G spectrum auction to begin on 26th July 2022

The DoT is putting up 72 Ghz of 5G airwaves on auction and expected to 
begin on 26th July 2022

The spectrum will be auctioned for 20 years across 10 bands ranging 
from 600 MHz to 26 Ghz

The auction is expected to garner over Rs. 1 trillion according to analysts.

FMCG sales jump over 14% yoy in June quarter

According to Bizom, the FMCG sales impressive  growth was on last 
year’s low base when the second wave of Covid-19 had hit the country. 

On the other hand, sequentially, too, sales rose 7 percent in the June 
quarter over March 22

The growth in sales was price-led. Several FMCG companies have seen 
decline in sales volumes as inflation hit demand

Services PMI at 59.2, highest since April 2011

As per data released on July 5, the composite PMI for June inched down to 
58.2 from 58.3 in May

The manufacturing index fell to a nine-month low of 53.9 in June which 
was enough to pull down the composite index

Services PMI rose from 58.9 in May to 59.2 in June due to strengthening 
demand and higher prices

Trade deficit shoots up 62% YoY to $25.6 billion record high  in June

Exports in June rose by 16.8 percent to $37.9 billion, imports shot up by 51 
percent to $63.5 billion

As per leading broking house, current account deficit is likely to touch USD 
105 billion or 3 per cent of the GDP this fiscal

The brokerage has projected Brent crude oil averaging at USD 105 a barrel 
in 2022, and higher non-oil, non-gold imports and lower exports likely to 
push CAD higher.

India Relaxes Rules to Boost Foreign Inflows, Stem Rupee Fall

RBI  announced a series of measures, including relaxation in foreign 
investment in debt, external commercial borrowings, and NRI deposits.

The new rules will help further diversify and expand the sources of forex 
funding so as to mitigate volatility and dampen global spillovers

Petrol will be banned in India after five years: Says Union Minister

Union minister Nitin Gadkari has expressed confidence that green fuel will 
end the need for the use of petrol in vehicles in the country after five years

Nitin Gadkari also cited that Green Hydrogen can also be used, which can be 
made from deep well water and sold for ₹70 per kg.



GLOBAL NEWS THIS MONTH

Small banks in China are running into trouble

Since April four banks in Henan suspended cash withdrawals. As 
many as 400,000 banking customers across China were unable 
to access their savings

Experts worry that a much bigger financial problem could be 
looming, caused by fallout from a real estate crash and soaring 
bad debts related to the Covid-19 pandemic.

US Inflation accelerates to 9.1% in June, a new 40 year high

Surging prices for gas, food and rent catapulted US inflation to a 
new four-decade peak in June.

The red-hot inflation figures reaffirm that price pressures are 
rampant and widespread throughout the economy and 
continue to sap purchasing power and confidence.

This is likely to seal the case for yet another large interest rate 
hike by the Fed 

China locks down city of 300,000 over single Covid case

Wugang in Henan Province announced a citywide lockdown 
starting July 11, making it the latest Chinese city to enact strict 
mobility curbs

The city in one of China’s steel hubs has been shut down for three 
days after a single Covid-19 infection was found there

Elon Musk terminates $44-billion Twitter deal

Elon Musk terminated the deal citing that Twitter Inc. had failed to 
provide information about fake accounts on the platform.

Twitter’s board plans to pursue legal action to enforce the merger 
agreement.



DELHI OFFICE
Contact No : 0120-6675900

 
A-40, Office No. 202, 2nd Floor, I-Thum Tower, Sector 62, Noida 201301, India

MUMBAI OFFICE
Contact No : 022-61013818

 
Marathon Futurex, A-603 6th Floor, Mafatlal Mills Compound,

N M Joshi Marg, Lower Parel East, Mumbai 400013

BENGALURU OFFICE
Contact No : 080-46013333

 
3rd, Floor, Unit No-302, PALMS SQUARE, 125, Brigade Road, Bengaluru-560025

 OFFICE
Contact No : 

 
Unit No.306, 3rd Floor, CentrumPlot C-3, S.G. Barve Road, 

Wagle Estate, Thane (West) – 400604

We would love to hear from you…

Contact us at:

THANE

T H A N K  Y O U

022 – 62327101


