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 Brent Crude prices got some support after the US and Russia agreed to talks to regulate the supply of oil 

much better. The US is the world’s largest oil producer followed by Russia and Saudi Arabia. With the Saudi-
Russian syndicate breaking up, the US has moved in to strike a deal with Russia to exercise greater control 
over the oil market. Oil has been battered to an 18-year low after the COVID-19 compressed oil demand by 
20% and the glut of supply threatened by Saudi Arabia was expected to flood the global oil markets. Howev-
er, a US-Russia deal has given some of a bounce to oil markets. 

 
 One of the big advantages for India from the low oil prices could be seen in the current account deficit nar-

rowing. BOFA estimates that the current account deficit for FY21 could actually become zero, offering a big 
boost to the external ratings of the Indian economy and making the rupee stronger. BOFA has also pointed 
out that since India relies on oil imports for ~85% of its oil needs, weak oil prices will result in a huge wealth 
transfer to the benefit of India. BOFA also believes that the RBI decision to expand the FPI limit in govern-
ment bonds by $30 billion could assure necessary capital flows. 

 
 Some of the largest companies have started expressing concerns over the downstream impact if the lockdown 

extends to 3 months. For example, Kotak Bank has warned that it expects slippages to rise sharply if the lock-
down lasts for a full three months. While the bank has not seen any flight of government deposits, they do 
foresee a rise in consumer debt defaults if the lockdown continues. Meanwhile, L&T has also warned that the 
virtual halt in construction activity is likely to take a huge toll on the top line and the bottom line of L&T in 
the next 2-3 quarters. They also expect project delays. 

 
 In its second successive price cut decision, the government has decided to cut the price of natural gas by 26%. 

Effectively, the price of a major portion of the natural gas has been cut from $3.23/mmbtu to $2.39/mmbtu. 
Even the price of gas from difficult to access deep sea fields has been cut from $8.43/mmbtu to $5.61/mmbtu. 
This is the lowest price since free pricing was permitted in 2014. Sharply lower gas prices will adversely im-
pact the oil and gas extractors but will be positive for gas-fired users in the fertilizers and power sectors. This 
will also bring down the price of CNG substantially. 

 
 In a move that was long overdue, the government opted for aggressive cuts to small savings interest rates. The 

average cut ranged from 70 bps to 140 bps and included the rates paid on PPF, NSC and the Senior Citizens 
Savings Schemes (SCSS). PPF will earn just 7.1% against 7.9% in the March quarter. NSC will earn just 
6.8% as against 7.9% earlier. The SCSS has also been slashed by 100 bps from 8.6% to 7.6%. Many senior 
citizens may not have to revisit their retirement portfolios. The rates on all post office schemes have also been 
cut by up to 100 bps. This rate cut on small savings was long overdue as the high rates were distorting the 
yield curve. It also acted as a barrier against banks cutting deposit rates beyond a point. This will ensure that 
banks can transmit rate cuts more seamless in the future. 

 
 The COVID-19 situation, as per World-O-Meter, showed some signs of plateauing but remains grim as of the 

end of 31 March. The total number of confirmed cases in the world crossed 8.46 lakhs (75,000 new cases) 
with more than 41,500 deaths being recorded. The US leads the list of COVID-19 affliction cases with over 
1.80 lakh persons affected and the death toll crossing 3600. Italy continues to lead in number of deaths with 
over 12,500 casualties followed by Spain with 8,300 casualties. UK is a growing worry with 25,000 cases and 
close to 2000 casualties. India has seen 1360 cases with around 35 casualties. 
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