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First Bi-monthly Monetary
Policy Statement, 2015-16 by

Dr. Raghuvam G. Rajan,
Governor*

Monetary and Liquidity Measures

On the basis of an assessment of the current and
evolving macroeconomic situation, it has been decided
to:

e keep the policy repo rate under the liquidity
adjustment facility (LAF) unchanged at 7.5
per cent;

e keep the cash reserve ratio (CRR) of scheduled
banks unchanged at 4.0 per cent of net
demand and time liability (NDTL); and

e continue to provide liquidity under overnight
repos at 0.25 per cent of bank-wise NDTL at
the LAF repo rate and liquidity under 7-day
and 14-day term repos of up to 0.75 per cent
of NDTL of the banking system through
auctions; and

e continue with daily variable rate repos and
reverse repos to smooth liquidity.

Consequently, the reverse repo rate under the
LAF will remain unchanged at 6.5 per cent, and the
marginal standing facility (MSF) rate and the Bank
Rate at 8.5 per cent.

Assessment

2. Since 2014-15's sixth bi-monthly monetary policy
statement of February, a moderate and uneven global
recovery is emerging, with economies being buffeted
(or supported) by currency fluctuations and commodity
prices. Growth in the United States is likely to have
been weak in the first quarter of calendar 2015, partly

because of US dollar appreciation, but is expected to

" Released on April 7, 2015.
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strengthen. The Euro area has started to show modest
improvement, supported by a boost to demand from
lower crude prices and the depreciation of the euro
as well as easing financial and credit conditions
following the commencement of quantitative easing.
With the waning of the impact of the consumption
tax increase, growth turned positive in Japan in Q4 of
2014 and consumer confidence and exports picked
up. However, retail sales and industrial production
contracted, indicating that the outlook is still weak.
Growth continues to slow in China amidst financial
fragilities and macroeconomic imbalances. This will
have regional and global ramifications, although the
softness in international commodity prices is
providing some offset for net importers while
adversely impacting net exporters. Global growth is
likely to firm up through 2015 and 2016, supported
by stronger recovery in the advanced economies (AEs)
and soft energy prices. Downside risks mainly
emanate from the slowdown in China, geopolitical
risks surrounding oil prices and the uneven effects of

currency and commodity price movements.

3. Global financial markets have been boosted by
expectations of normalisation of US monetary policy
being pushed back into late 2015, monetary policy
stances turning highly accommodative in other AEs,
and several emerging market economies (EMEs) easing
policy rates to address growth concerns. Long-term
yields have declined to all-time lows on weak inflation
expectations, compression of term premiums and the
safe haven allure of US Treasuries. Ultra low interest
rates and reduction in risk premia have raised most
asset prices to record highs, and have pushed investors
to riskier assets such as equity and lower rated debt
instruments. Exchange rates have experienced large
and volatile movements, with the US dollar
strengthening against most currencies. Among EMEs,
markets have tended to discriminate against those

with relatively weaker fundamentals and/or oil
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exporters. Nevertheless, with high portfolio flows to
EMEs, risks from sudden shifts in market sentiment

have increased.

4. Domestic economic activity is likely to have
strengthened in Q4. Second advance estimates of the
Ministry of Agriculture suggest that the contraction
in food grains production in 2014-15 may turn out to
be less than earlier anticipated. However, the adverse
impact of unseasonal rains and hailstorms in March
is still unfolding. Initial estimates indicate that as
much as 17 per cent of the sown area under the
rabi crop may have been affected though the precise
extent of the damage remains to be determined. The
growth in allied activities is likely to remain strong as
in the recent past, though it remains to be seen
whether it will fully compensate the decline in food

grains output.

5. The industrial sector, and in particular,
manufacturing appears to be regaining momentum,
with the growth of production in positive territory for
three consecutive months till January. While basic
goods production has been expanding steadily since
November 2013, capital goods output has been
relatively lumpy and volatile, and more positive
readings are needed to be confident about a durable
pick-up in investment demand. The persisting
contraction in consumer durables production for over
two years could be reflecting the underlying weakness

in consumption demand as well as higher imports.

6. Mixed signals are coming from the service sector.
While the national accounts statistics seem to suggest
that consumption demand for services is robust
relative to the demand for goods, and purchasing
managers perceive activity expanding on new orders,
various coincident indicators of services sector activity
including railway and port traffic, domestic and
international passenger traffic, international freight

traffic, tourist arrivals, motorcycle and tractor sales as
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well as bank credit and deposit growth remain

subdued.

7. Retail inflation measured by the year-on-year
changes in the revised consumer price index (CPI)
firmed up for the third successive month in February
as favourable base effects dissipated, despite the price
index remaining virtually flat since December. The
still elevated levels of prices of protein-rich items such
as pulses, meat, fish and milk kept food inflation from
following the seasonal decline in prices of vegetables
and fruits. The prices of items such as sugar and edible
oil moderated in consonance with the downturn in
global commodity prices. Fuel inflation edged up for
the second month in a row due to the increase in

prices of electricity and firewood.

8. Inflation excluding food and fuel fell successively
in the nine months till February. A large part of this
disinflation has been on account of the slump in
international crude oil prices feeding through into
domestic prices of petrol and diesel that are included
under the category transport and communication.
Inflation in respect of housing has also eased in the
revised CPI, in part reflecting methodological and
coverage improvements. Furthermore, upside
pressures affecting prices of services such as
education, health and other services have also fallen
on account of weak demand conditions. The rate of
growth of rural wages has come off substantially from
the double digit levels that prevailed up to November
2013. Firms are also reporting a substantial easing of
input price pressures, barring the most recent
purchasing manager surveys. Reflecting past
disinflation, inflation expectations of households are
in single digits, although they too exhibit some firming
up in Q4 in response to the turning up of food and

fuel inflation during January-February.

9. Since the shift in the monetary policy stance in

January towards accommodation, the Reserve Bank
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has moved to ensure comfortable liquidity conditions
through pro-active liquidity management, including
fine-tuning operations on week days and access to the
MSF and fixed rate reverse repo on Saturdays. This
has helped to smooth the liquidity frictions that
characterise events such as advance tax payments and
balance sheet dates, keeping the money market rates
anchored to the repo rate. In order to alleviate the
pressures that build up in March on account of
frictional factors, the Reserve Bank augmented its
liquidity management instruments by engaging in
repos of maturities ranging from 8 to 28 days
cumulating to an outstanding amount of 1430 billion
(including support from the MSF of ¥416 billion) at
end-March in addition to regular 14-day term repo
auctions and fixed rate overnight repos. The availability
of liquidity can be gauged from the fact that in March,
average daily liquidity returned by market
participations through variable/fixed rate reverse

repos amounted to 293 billion.

10. Export performance has been progressively
weakening and contraction set in on both non-oil and
petroleum product exports since December 2014.
Fragile external demand conditions and the softness
in international commodity prices have taken a heavy
toll, as in several other EMEs in Asia. In particular,
price realisations have been eroded, despite export
volumes going up. With the Indian rupee gaining in
real effective terms, export margins are coming under
pressure for those exporters without substantial
imported inputs. Net terms of trade gains and
compression in imports of petroleum products have
narrowed the trade deficit in the last three months to
its lowest level since 2009-10. Gold imports remained
contained; although non-oil non-gold imports grew at
amodest pace in these months, they may be reflecting
substitution effects in view of the sluggishness in

domestic manufacturing.
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11. Exports of services, particularly, software and
travel have provided a silver lining and have helped to
hold down the current account deficit (CAD) which has
narrowed in Q3. This improvement has likely extended
into Q4. As a result, capital inflows — mainly portfolio
flows into domestic debt and equity markets and
foreign direct investment — have exceeded the external
financing requirement and enabled accretion to the
foreign exchange reserves which reached an all-time
peak of US$ 343 billion as on April 3, 2015. These
reserves, including forward purchases that will be
delivered over the next few months, provide some
buffer against potential capital outflows when monetary
policy normalisation in AEs commences. Good
macroeconomic policy will, of course, be the critical

first line of defence in retaining investor confidence.
Policy Stance and Rationale

12. In 2015 so far, the inflation path has evolved
along the projected path after a sizable undershoot of
the January 2015 target. CPI inflation is projected at
its current levels in the first quarter of 2015-16,
moderating thereafter to around 4 per cent by August
but firming up to reach 5.8 per cent by the end of the
year (Chart 1). There are upside risks to the central
projection emanating from possible intensification
of el nino conditions leading to a less than normal
monsoon; large deviations in vegetable and fruit prices
from their regular seasonal patterns, given unseasonal
rains; larger than anticipated administered price
revisions; faster closing of the output gap; geo-political
developments leading to hardening of global
commodity prices; and spillover from external
developments through exchange rate and asset price
channels. However, at this juncture, these upside risks
appear to be offset by downsides originating from
global deflationary/disinflationary tendencies, the still
soft outlook on global commodity prices; and slack in

the domestic economy.
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Chart 1: Projection of CPI Inflation (y-o-y) for 2015-16
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13. Transmission of policy rates to lending rates has
not taken place so far despite weak credit off take and
the front loading of two rate cuts. With little
transmission, and the possibility that incoming data
will provide more clarity on the balance of risks on
inflation, the Reserve Bank will maintain status quoin

its monetary policy stance in this review.

14. The Monetary Policy Framework Agreement
signed by the Government of India and the Reserve
Bank in February 2015 will shape the stance of
monetary policy in 2015-16 and succeeding years. The
Reserve Bank will stay focussed on ensuring that the
economy disinflates gradually and durably, with CPI
inflation targeted at 6 per cent by January 2016 and
at 4 per cent by the end of 2017-18. Although the target
for end-2017-18 and thereafter is defined in terms of
a tolerance band of +/- 2 per cent around the mid-
point, it will be the Reserve Bank's endeavour to keep
inflation at or close to this mid-point, with the
extended period provided for achieving the mid-point
mitigating potentially adverse effects on the economy.
As outlined above, several favourable forces are at

work, consistent with the change in the monetary

policy stance towards accommodation effected from
January. The Reserve Bank's intent is to allow the
disinflationary momentum to spread through the
economy, but remain vigilant about any resurgence
of inflationary pressures that may destabilise the
progress towards the inflation objectives set in the

Agreement.

15. The outlook for growth is improving gradually.
Comfortable liquidity conditions should enable banks
to transmit the recent reductions in the policy rate
into their lending rates, thereby improving financing
conditions for the productive sectors of the economy.
Along with initiatives announced in the Union Budget
to boost investment in infrastructure and to improve
the business environment, these factors should
provide confidence to private investment and,
together with the conducive outlook on inflation,
deliver real income gains to consumers and lower
input cost advantages to corporates. GDP growth
estimates of the CSO for 2014-15 already project a
robust pick-up, but leading and coincident indicators
suggest a downward revision of these estimates when

fuller information on real activity for the last quarter
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becomes available. Uncertainty surrounding the
arrival and distribution of the monsoon and
unanticipated global developments are the two major
risks to baseline growth projections. Assuming a
normal monsoon, continuation of the cyclical upturn
in a supportive policy environment, and no major
structural change or supply shocks, output growth for
2015-16 is projected at 7.8 per cent, higher by 30 bps
from 7.5 per cent in 2014-15, but with a downward
bias to reflect the still subdued indicators of economic
activity (Chart 2).

16. Going forward, the accommodative stance of
monetary policy will be maintained, but monetary
policy actions will be conditioned by incoming data.
First, the Reserve Bank will await the transmission by
banks of its front-loaded rate reductions in January
and February into their lending rates. Second,
developments in sectoral prices, especially those of
food, will be monitored, as will the effects of recent
weather disturbances and the likely strength of the
monsoon, as the Reserve Bank stays vigilant to any

threats to the disinflation that is underway. The
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Reserve Bank will look through both seasonal as well
as base effects. Third, the Reserve Bank will look to a
continuation and even acceleration of policy efforts
to unclog the supply response so as to make available
key inputs such as power and land. Further progress
on repurposing of public spending from poorly
targeted subsidies towards public investment and on
reducing the pipeline of stalled investment will also
be helpful in containing supply constraints and
creating room for monetary accommodation. Finally,
the Reserve Bank will watch for signs of normalisation
of the US monetary policy, though it anticipates India
is better buffered against likely volatility than in the
past.

Part B: Developmental and Regulatory Policies

17. This part of the Statement reviews the progress
on various developmental and regulatory policy
measures announced by the Reserve Bank in recent
policy statements and also sets out new measures to
be taken for strengthening the banking structure;
broadening and deepening financial markets and

extending the reach of financial services to all.

Chart 2: Quarterly Projection of Growth in GVA at basis prices (y-o-y) for 04:2014-15 to 2015-16
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L. Monetary Policy Framework

18. Steps taken to revise the monetary policy

framework are documented in the

accompanying Monetary Policy Report.
II. Banking Structure

19. The Basel Committee on Banking Supervision
issued the final rules on the Net Stable Funding Ratio
(NSFR) in October 2014. The Reserve Bank has already
started phasing in implementation of the Liquidity
Coverage Ratio (LCR) from January 2015 and is
committed to the scheduled implementation of NSFR
from January 1, 2018 for banks in India. The Reserve
Bank proposes to issue draft guidelines on NSFR by
May 15, 2015.

20. Guidelines on Countercyclical Capital Buffers
(CCCB) were issued on February 5, 2015. They advised
that the CCCB would be activated as and when
circumstances warrant, and that the decision would
normally be pre-announced with a lead time of four
quarters. The framework envisages the credit-to-GDP
gap as the main indicator which may be used in
conjunction with other supplementary indicators such
as the incremental credit-deposit (C-D) ratio for a
moving period of three years, the industrial outlook
survey (IOS) assessment index and the interest
coverage ratio. A review and empirical testing of these
indicators was carried out to assess whether activation
of the CCCB is warranted. It was concluded that the
overall situation does not warrant imposition of CCCB

at this point of time.

21. In July 2014, banks were allowed to issue long
term bonds (LTBs), with exemptions from certain
regulatory pre-emptions, for lending to (i) long-term
projects in infrastructure sub-sectors, and (ii)
affordable housing. However, cross-holding of such
bonds amongst banks is currently not permitted. On
a review, it has been decided to allow banks to invest

in such bonds issued by other banks, subject to the
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following conditions:

i. banks'investment in these bonds will not be
treated as ‘assets with the banking system in
India’ for the purpose of calculation of NDTL;

and

ii. any single bank's holding of bonds in a
particular issue will be subject to certain
limits in relation to the bond issue size. Its
aggregate holding of such bonds will also be
subject to certain limits in relation to its own

assets.

iii. LTBs held for trading will reduce the bank's
priority sector and liquidity benefits obtained

from its own issuance of LTBs.

Detailed guidelines in this regard will be issued

shortly.

22. For monetary transmission to occur, lending rates
have to be sensitive to the policy rate. With the
introduction of the Base Rate on July 1, 2010 banks
could set their actual lending rates on loans and
advances with reference to the Base Rate. At present,
banks are following different methodologies in
computing their Base Rate — on the basis of average
cost of funds, marginal cost of funds or blended cost
of funds (liabilities). Base Rates based on marginal
cost of funds should be more sensitive to changes in
the policy rates. In order to improve the efficiency of
monetary policy transmission, the Reserve Bank will
encourage banks to move in a time-bound manner to
marginal-cost-of-funds-based determination of their

Base Rate. Detailed guidelines will be issued shortly.

23. The Financial Benchmarks India Pvt. Ltd., jointly
floated by the Fixed Income Money Market and
Derivatives Association of India (FIMMDA), the
Foreign Exchange Dealers’ Association of India (FEDAI)
and the Indian Banks' Association (IBA), has been

established as an independent benchmark
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administrator. This administrator will start operations
by end-May 2015. Once it starts publishing various
indices of market interest rates, the Reserve Bank will
explore the possibility of encouraging banks to use
the indices as an external benchmark for pricing bank

products.

24. The Reserve Bank has been prescribing a
comprehensive 'Calendar of Reviews' to be deliberated
by the boards of banks, with significant additions to
the calendar over the years. Time spent on reviews
reduces the leeway for the board to discuss issues of
strategic importance for banks such as product market
strategy and risk management. The Committee to
Review Governance of Boards of Banks in India
(Chairman: Dr. P.J.Nayak) recommended that
discussions in the boards of banks need to be upgraded
and greater focus should be on strategic issues. It is,
therefore, proposed to do away with the mandatory
calendar of reviews and instead, replace it with the
seven critical themes prescribed by the Nayak
Committee namely, business strategy, financial
reports and their integrity, risk, compliance, customer
protection, financial inclusion and human resources,
and leave it to the banks' boards to determine other

list of items to be deliberated and periodicity thereof.

25. The need to bring in professionalism to the
boards of banks cannot be overemphasized. In order
to attract and retain professional directors, it is
essential that they are appropriately compensated.
Public sector banks follow guidelines issued by the
government in this regard. The remuneration of the
part-time Chairmen of private sector banks are
approved specifically for each bank under the current
statutory provisions. However, there is no guidance
on remuneration to other non-executive directors of

private sector banks. Therefore, it is proposed:

i. toissue guidelines to private sector banks on

a policy on remuneration for the non-
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executive directors (other than part-time
Chairman) that will reflect market realities
and will be within the parameters specified
in the Banking Regulation Act 1949 and the
Companies Act, 2013; and

ii. todiscuss with the Government the adoption
of a similar remuneration policy for the non-

executive directors of the public sector banks.

26. With a view to enlarging the scope of urban co-
operative banks for expanding their business, it has
been decided to allow financially sound and well
managed (FSWM) scheduled urban co-operative banks,
which are CBS-enabled and having minimum net
worth of ¥100 crore, to issue credit cards. Detailed

guidelines in this regard will be issued separately.

27. Similarly, with a view to providing greater
freedom to state co-operative banks to expand their
business and to provide technology-enabled services
to their customers, it has been decided to permit state
co-operative banks satisfying certain eligibility criteria
to set up off-site ATMs/mobile ATMs without obtaining
prior approval from the Reserve Bank. Detailed
guidelines in this regard will be issued separately.

III. Financial Markets

28. Several steps have been taken by the Reserve
Bank to promote liquidity in the government securities
(G-sec) market as recommended by the Working Group
on Enhancing Liquidity in the Government Securities
and Interest Rate Derivatives Markets (Chairman: Shri
R. Gandhi). These include, inter alia, a) conduct of
G-sec auctions at both uniform price and multiple
price formats; b) change of the settlement cycle of
primary auctions for treasury bills (T-bills) from T+2
to T+1 basis; and c) re-issuance of state development

loans.

29. As part of continuing measures to promote

liquidity, the Reserve Bank will formulate a scheme
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for market making by primary dealers in semi-liquid
and illiquid government securities. Details of the
scheme will be worked out and implemented in
consultation with market participants within the next

three months.

30. Although the G-sec market is predominantly
institutional in nature, the Reserve Bank has initiated
several steps to promote retail/individual investments,
such as the non-competitive bidding scheme, and
enabling access to the Negotiated Dealing System-
Order Matching (NDS-OM). To increase participation
of the retail and mid-segment investors in the G-sec
market, gilt account holders (GAHs) were also
extended web-based access to NDS-OM (secondary
market trading platform) and NDS-auction platform
(primary market platform) earlier. Auctions of G-secs
have since moved to a more robust CBS platform

(e-Kuber). Accordingly,

i. it is now proposed to introduce a similar
web-based solution for participation of all
mid-segment / retail investors having gilt
accounts on the e-Kuber platform. The facility
is expected to be made available within the

next three months.

ii. Considering the need to tap private savings
through G-secs, retail investors/individuals
could be provided direct access to both
primary and secondary market platforms
without any intermediary. Hence, it is
proposed to explore the creation of alternate
channels of distribution (e-Distribution

Channels) for G-secs by the Reserve Bank.

iii. The Reserve Bank has been in consultation
with all stakeholders to enable seamless
movement of securities from subsidiary
general ledger (SGL) form to demat form

and vice versa to promote trading of G-secs
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on stock exchanges. Concomitantly, it has
also been decided to provide demat account
holders a functionality to put through trades
on NDS-OM. As implementation of these
reforms involves multiple agencies, it is
proposed to constitute an Implementation
Group with representatives from all
stakeholders to roll out the measures within

a period of six months.

iv. The non-competitive bidding facility available
to retail investors is currently applicable only
to auctions of dated securities other than
Treasury Bills. In the case of Treasury Bills, a
different type of non-competitive bidding is
permitted only for State governments,
eligible provident funds, select foreign
central banks and sovereign wealth funds. It
is proposed to allow non-competitive bidding
facility in Treasury Bills to individuals as well.
Details of the facility will be worked out and
implemented in consultation with the

Government of India.

31. A few international financial institutions were
permitted to issue rupee bonds in overseas markets,
subject to certain conditions. These issues have been
received with interest. The appetite for rupee debt
amongst international investors is a welcome
development. In view of this, it is proposed to expand,
in consultation with the Government of India, the
scope of such bond issues by the international
financial institutions as also to permit Indian
corporates eligible to raise external commercial
borrowing (ECB) through issuance of rupee bonds in
overseas centers with an appropriate regulatory

framework.

32. Under the present regulatory framework
governing foreign exchange derivatives contracts
under the Foreign Exchange Management Act, 1999
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(FEMA), writing of options by the users on a
standalone basis is not permitted. However, end-users
can enter into option strategies of simultaneous
buying and selling of plain vanilla European options,
provided there is no net receipt of premium. With a
view to encouraging hedging of forex exposures and
enhancing the liquidity of the currency options
market, it is proposed to permit Indian exporters and
importers to write covered options on the basis of
actual contracted forex exposure, subject to conditions.

Detailed operating instructions shall follow separately.
IV. Access to Finance

33. The Reserve Bank had constituted an Internal
Working Group to revisit the Priority Sector guidelines.
The Working Group has since submitted its report,
which was placed on the Reserve Bank's website for
comments/suggestions.The Working Group has, inter
alia, recommended specific sub-targets for small and
marginal farmers and micro enterprises and inclusion
of certain specific types of social infrastructure within
the ambit of priority sector lending. The working
Group has also recommended introduction of tradable
Priority Sector Lending Certificates as another
instrument to manage deficit/surplus amongst the
players within the system. The Reserve Bank will take
a view on the recommendations in the light of
feedback received and the guidelines in this regard

will be issued shortly.

34. Taking into consideration the improvement in
the Micro-Finance Institutions (MFI) sector and
recommendations of the Committee on Comprehensive
Financial Services for Small Businesses and Low
Income Households (Chairman: Dr. Nachiket Mor),
there is a need to revise upwards the limit relating to
total indebtedness of the borrower, eligible rural and
semi-urban household annual incomes and loan
amounts to be disbursed in the first cycle and in

subsequent cycles as follows:
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i. Total indebtedness of a borrower, excluding
educational/ medical expenses, not to
exceed ¥1,00,000 (raised from the current
limit of ¥50,000).

ii. Loan disbursed to a borrower with a rural

household annual income not
exceeding¥1,00,000 (enhanced from ¥60,000)
or urban and semi-urban household income
not exceeding ¥1,60,000 (enhanced

from ¥1,20,000).

iii. Disbursement of the loan amount not to
exceed 60,000 (enhanced from ¥35,000) in
the first cycle and ¥1,00,000 (enhanced
from ¥50,000) in subsequent cycles.

Detailed guidelines will be issued shortly.

35. Several measures have been taken to ensure the
timely flow of funds to the infrastructure sector. One
of them was to create a separate category of non-bank
finance companies (NBFCs) called NBFC-infrastructure
debt fund (NBFC-IDF). These NBFCs were allowed only
to provide take-out finance for infrastructure projects
in the Public Private Partnership (PPP) segment under
a tripartite agreement involving, among others, the
project authority. Certain regulatory dispensations
were also given to these NBFCs. With a view to
expanding the nature of projects to which they can
lend, it is proposed to allow NBFC-IDFs to provide
take-out finance for infrastructure projects that have
completed one year of operation in the PPP segment
without a tripartite agreement and to the non-PPP
segment, subject to certain conditions. Detailed

guidelines are being issued separately.

36. Lookingahead, the Reserve Bank's developmental
and regulatory policies will continue to be guided by
the five-pillar approach to improve the efficacy of
monetary and liquidity management, expand financial

inclusion and carry forward banking sector reforms
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by adapting the best international practices to country-

specific requirements.

37. The second bi-monthly monetary policy
statement will be announced on June 2, 2015; the

third bi-monthly monetary policy statement on August

10
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4, 2015; the fourth bi-monthly monetary policy
statement on September 29, 2015; the fifth bi-monthly
monetary policy statement on December 1, 2015; and
the sixth bi-monthly monetary policy statement on
February 2, 2016.
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1. Macroeconomic Outlook

The broad-based decline in retail inflation since
September 2014, plans announced in the Union Budget
to step up infiastructuve investment, depressed commodity
prices and upbeat financial market conditions have
improved the prospects for growth in 2015-16. Retail
inflation is projected to remain below 6 per cent in 2015-
16, within the target set for January 2016. Persisting
slack in the economy and vestrained input costs should
sustwin disinflationary impulses, unless disrupted by
reversal in global commodity prices and/or deficiency in
the south-west monsoon.

Since the first Monetary Policy Report (MPR) of
September 2014, tectonic shifts in the global and
domestic environment drastically changed the initial
conditions that had underpinned staff's outlook at that
time. The most significant shock to forecasts has been
the collapse of international commodity prices,
particularly those of crude!. For the Indian economy,
this translated into a sizable softening of prices of both
raw materials and intermediates. Their pass-through,
given the persisting slack in economic activity,
weakened pricing power and fed into a faster than
anticipated easing of output price pressures.

Another factor vitiating staff's baseline
assumptions has been the different speeds at which
global activity evolved across geographies. With several
emerging market economies (EMEs) slowing down
alongside sluggish advanced economies — barring the
United States (US) — external demand fell away and
sent prices of tradables into contraction. For India,
import prices declined faster than export prices,
conferring unexpected gains in net terms of trade as
well as an appreciable easing of imported inflationary
pressures. As data from the US allayed fears of early
monetary policy normalisation and ultraaccommodative
monetary policies took hold in Europe, Japan and China
as also elsewhere, risk appetite roared into financial

1 As against the baseline of US$ 100 per barrel assumed for the Indian
basket of crude in September 2014, the average price for October — March
works out to about US$ 64 per barrel.
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markets and India became a preferred destination for
capital flows. The appreciating bias imparted to the
exchange rate of the rupee brought with it a disinflation
momentum.,

Domestically, prices of fruits and vegetables ebbed
from September after supply disruptions induced
spikes in July-August. Aided by proactive supply
management strategies and moderation in the pace of
increase in minimum support prices, food inflation
eased more than expected?. Another favourable but
unanticipated development that restrained cost-push
pressures has been the sharp deceleration in rural wage
growth to below 6 per cent by January 2015 from 16
per cent during April-October 2013>. The confluence of
these factors fortified the anti-inflationary stance of
monetary policy and reinforced the impact of the policy
rate increases effected between September 2013 to
January 2014. In the event, CPI inflation* retreated
below the January 2015 target of 8 per cent by close to
300 basis points.

Going forward, staff's assessment of initial
conditions and consequent revisions to forecasts in this
MPR will be fundamentally shaped by these
developments. The outlook will also likely be influenced
by the new monetary policy framework put in place in
February 2015, marking a watershed in India’'s
monetary history.

The Government of India and the Reserve Bank
have committed to an institutional architecture that
accords primacy to price stability as an objective of
monetary policy. The Monetary Policy Framework
Agreement envisages the conduct of monetary policy
around a nominal anchor numerically defined as below
6 per cent CPI inflation for 2015-16 (to be achieved by
January 2016) and 4 +/- 2 per cent for all subsequent
years, with the mid-point of this band, i.e., 4 per cent

2 In the second half of 2014-15 so far, average food inflation fell by 340 basis
points from 8.2 per cent in April-September 2014.

3 After the revision of rural wage series by the Labour Bureau in November
2013, wage growth rates are not strictly comparable,

4 Unless stated otherwise, CPI inflation refers to year-on-year changes in
the all India Consumer Price Index (CPI) combined (rural and urban) or
CPI-C (base 2012=100).
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to be achieved by the end of 2017-18. Failure to achieve
these targets for three consecutive quarters will trigger
accountability mechanisms, including public statements
by the Governor on reasons for deviation of inflation
from its target, remedial actions and the time that will
be taken to return inflation to the mid-point of the
inflation target band. This flexible inflation targeting
(FIT) framework greatly enhances the credibility and
effectiveness of monetary policy, and particularly, the
pursuit of the inflation targets that have been set. The
commitment of the Government to this framework
enhances credibility significantly since it indicates that
the Government will do its part on the fiscal side and
on supply constraints to reduce the burden on
monetary policy in achieving price stability.

Inflation expectations of various economic agents
polled in forward looking surveys have been easing,
partly reflecting the adaptation of expectations to the
decline in inflation as well as growing credibility around
the Reserve Bank's inflation targets. Although
households’ expectations of inflation three months
ahead as well as one year ahead appear to have firmed

Monetary Policy Report-April 2015

Chart 1.1: Households' Inflation Expectations
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up modestly in March 2015 in response to the uptick
in retail inflation in January — February 2015, the
softening of food and fuel inflation will likely temper
those expectations going forward (Chart 1.1 and
Box L.1). This is borne out by the survey of professional

Understanding the dynamic interaction between
inflation and inflation expectations is important for
setting monetary policy. Inflation is sensitive to change
in the output gap and inflation expectations, both of
which monetary policy can influence by modulating
aggregate demand. In countries where inflation
expectations are well anchored, inflation has become
less sensitive to variations in the output gap, leading to
a flattening of the Phillips curve. In these countries,
inflation has even become less sensitive to major supply
shocks (Bernanke, 2007).

Survey-based gauges of expectations tend to be
somewhat backward-looking for the near term -
responding to changes in actual inflation, Price
movements of frequently bought food products have a
significant bearing on inflation expectations. Fuel prices
also move inflation expectations quickly: despite having
lower weights in the consumption basket, their price

Box L.1: What is Driving Inflation Expectations?

changes get wide publicity in the media and influence
expectations faster than their actual impact on the
consumption basket. Longer-term expectations are
typically more stable. Empirical analysis using data for
the period September 2008 to December 2014 shows
that 3 months ahead inflation expectations move largely
in response to changes in prices of vegetables/fruits and
petrol — which together explain almost 60 per cent of
the change in inflation expectations. These findings are
robust, i.e., even if the last quarter (October-December
2014) — when inflation expectations declined sharply
—is excluded from the sample, the estimated coefficients
remain stable.

The experience of inflation targeting countries suggests
that a credible monetary policy framework with clarity
about the objective function of the central bank helps
in anchoring inflation expectations. In the UK for

(Contd.)
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example, just the announcement of instrument
independence for the Bank of England in May 1997 led
to an immediate fall in inflation expectations by 50 basis
points along the entire term structure (Haldane, 2000).
In this context, the Monetary Policy Framework
Agreement in India should be able to reinforce the
disinflationary forces currently at work and anchor
inflation expectations around the medium-term inflation
target.

References:

Bernanke, Ben S. (2007), "Inflation Expectations and
Inflation Forecasting”, July 10, 2007. <http://www.
federalreserve.gov/newsevents/speech/
bernanke20070710a.htm >

Haldane, Andrew (2000) "Targeting Inflation: The United
Kingdom in Retrospect”, <https://www.imf.org/external/
pubs/ft/seminar/2000/targets/strach7.pdf >

Chart 1.2: Professional Forecasters' Inflation Expectations
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Table I.1: Baseline Assumptions for
Near-Term Projections

September 2014 MPR Current Assumptions

Indian crude oil basket price at
US$ 100 per barrel for the
remaining part of the year.

Indian crude oil basket* price
at US$ 60 per barrel in the first
half and US$ 63 per barrel in

e Exchange rate at about Rs. 60 per the second half of FY 2015-16.

US$ for the remaining part of the Current level of the exchange
year. rate **

e No increase in diesel prices from | ¢ No change in LPG and kerosene
September 2014 onwards. prices.

e No increase in administered | ¢ Normal monsoons during
liquefied petroleum gas (LPG) and 2015-16.
kerosene prices in the remaining

e of th e Global economy expected to
part of the year.

grow at 3.5 per cent in 2015
(weaker by 0.3 percentage point

Global growth picking up in the
second half of the year, as from earlier projections) as per
projected in the World Economic the WEO January 2015 update,
Outlook (WEO) July 2014 update, IMFE.

IME. e Achievement of fiscal deficit

targets as indicated in the
Union Budget for 2015-16.

e Achievement of fiscal deficit
targets as outlined in the Union

Budget for 2014-15. e No major change in domestic

macroeconomic/structural
policies during the forecast
horizon.

e No major change in domestic
macroeconomic/structural policies
during the forecast horizon.

* The Indian basket of crude oil represents a derived basket comprising
sour grade (Oman and Dubai average) and sweet grade (brent) crude oil
processed in Indian refineries in the ratio of 72.04:27.96 during 2013-14.
#*The exchange rate path assumed here is for the purpose of generating
staff's baseline growth and inflation projections and does not indicate any
'view' on the level of the exchange rate. The Reserve Bank is guided by the
need to contain volatility in the foreign exchange market and not by any
specific level/ band around the exchange rate.

cent set for January 2016, hovering around 5 per cent
in the first half of 2015-16, and a little above 5.5 per
cent in the second half (Chart 1.4). Uncertainties
surrounding commodity prices, monsoon and weather-
related disturbances, volatility in prices of seasonal
items and spillovers from external developments
through exchange rate and asset price channels are
reflected in a 70 per cent confidence interval of 3.7 per
cent to 7.9 per cent around the baseline inflation
projection of 5.8 per cent for Q4 of 2015-16. Medium-
term projections derived from model estimates
assuming an unchanged economic structure, fiscal
consolidation in line with the recalibrated path, a
normal monsoon and no major exogenous or policy
shocks indicate that CPI inflation in 2016-17 could be
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Chart 1.4: Projection of CPI Inflation (y-o-y)
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around 5.0 per cent in Q4 of 2016-17, with risks evenly
balanced around it.

1.2 Outlook for Growth

Real Gross Domestic Product (GDP) growth for
2014-15 was projected by the Reserve Bank at 5.5 per
cent. The CSO's provisional estimates of GDP (base:
2004-05) tracked staff's projected path well up to Q2 of
2014-15. The new GDP data (rebased to 2011-12)
released by the Central Statistics Office (CSO) at the
end of January 2015 and on February 9, however, came
as a major surprise as it produced significantly higher
growth at constant prices. The divergence between the
new series and the old series in the pace of growth of
the manufacturing sector has turned out to be stark;
in particular, the robust expansion of manufacturing
portrayed in the new series is not validated by subdued
corporate sector performance in Q3 and still weak
industrial production’®. In the financial and real estate
sub-sector, the high growth of 13.7 per cent at constant
prices is not corroborated by the observed sluggishness
in key underlying variables such as credit and deposit
growth, housing prices, rent and most importantly, the

> For higher growth rates resulting from steep upward revision in estimates
for the private corporate sector, please see R Nagaraj (2015), "Seeds of Doubt
on New GDP Numbers - Private Corporate Sector Overestimated?”, Economic
and Political Weekly, Vol. L No.13, March 28.
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subdued performance of real estate companies in terms
of sales growth and earnings. Data revisions and their
after-effects are not unique to India, but the magnitude
of the gap in real GDP growth rates between the old
and the new series for 2013-14 and 2014-15 has
complicated the setting of monetary policy.
Undoubtedly, the new GDP data embody better coverage
and improved methodology as per international best
practices. Yet these data cloud an accurate assessment
of the state of the business cycle and the appropriate
monetary policy stance; particularly, they render
forecasting tenuous. Projections based on the new
series are also handicapped by the lack of sufficient
history in terms of backdated data amenable to
modelling.

The macroeconomic environment is expected to
improve in 2015-16, with fiscal policy gearing to an
investment-led growth strategy® and monetary policy
using available room for accommodation. Business
conditions in Indian manufacturing assessed in the
Reserve Bank's Business Expectations Index (BEI)

Chart 1.5: Reserve Bank's Business
Expectations Index
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% Besides significantly higher allocation for infrastructure, other initiatives
such as the National Investment and Infrastructure Fund, the proposal to
set up power projects with all prior approvals before awarding them through
transparent auctions to the private sector, efforts to improve doing business
in India and easing the availability of coal through auctions should help
in brightening the overall investment climate while also crowding in private
investment.

RBI Bulletin April 2015

MONETARY POLICY STATEMENT FOR 2015-16

Table I1.2: Business Expectations Surveys

NCAER | FICCI Overall | Dun and CII
Business Business Bradstreet | Business
Confidence | Confidence | Business | Confidence
Index Index Optimism Index
04: February Index 03:
2014-15 2015 Q1: 2015 2014-15
Current level of 148.4 70.5 129.4 56.4
the index
Index as per 142.5 70.4 137.6 56.2
previous survey
Index levels one 122.3 60.8 157.2 49.9
year back
% change (q-0-q) 4.1 0.1 6.0 0.4
sequential
% change (y-o-y) 213 16.0 -17.7 13.0

developed from its industrial outlook survey indicates
that Q1 of 2015-16 may see some tempering of the
improvement in the second half of 2014-15
(Chart L.5). This is corroborated by some of the surveys
polled by other agencies (Table 1.2). It is important to
recognise though that most of these surveys were
conducted before the presentation of the Union Budget
and the easing of monetary policy on March 4. The
Reserve Bank's consumer confidence survey (CCS)
points to growing consumer optimism since June 2014,
reflecting purchasing power gains arising from lower
inflation as well as improved perception of
income, spending and employment growth (Chart 1.6).

Chart 1.6: Reserve Bank's Index of
Consumer Confidence
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Large declines in commodity prices and the benign
inflation outlook for the near-term should provide a
boost to growth (Box 1.2).

Nevertheless, there are downside risks to growth
which could restrain growth prospects if they
materialise. The ongoing downturn in the international
commodity price cycle, which commenced in 2012,
could reverse, given occasional signs of oil prices
reviving ahead of global economic activity. In fact, the
volatile geopolitical environment could even hasten
the reversal. The consequent resurgence of inflation
pressures could overwhelm the nascent conditions
setting in for recovery. Risks to budgetary forecasts
from tax shortfalls, subsidy overshoots and
disinvestment under-realisation could impact the level
of budgeted allocation for capital expenditure. Early
warnings on the south-west monsoon, given the
probability of about 50 per cent currently being
assigned to an EI Nino event, could dent the outlook

Monetary Policy Report-April 2015

for agriculture. Finally, if the decline in the gross saving
as percentage of Gross National Disposable Income
(GNDI) from 33 per cent in 2011-12 to 30 per cent in
2013-14 continues into the medium-term, it could
tighten the financial constraint to growth unless
productivity improves significantly.

Growth projections combining these forward
looking assessments and model-based forecasts,
including time series forecasts such as autoregressive
integrated moving average (ARIMA) and Bayesian vector
auto regressions (BVAR), point to a gradual pick-up in
growth. Quarterly projections relate to gross value
added (GVA) at basic prices, because of more robust
estimation relative to expenditure side GDP and also
due to better clarity on key indicators that are used in
the compilation of data by the CSO. Growth in GVA at
basic prices for 2015-16 is projected at 7.8 per cent, with
risks evenly balanced around this baseline forecast.
Possible revision to CSO's estimates for 2014-15 is a

For alarge net importer of crude oil like India, the decline
in crude prices since June 2014 by about 50 per cent is
a favourable external shock. Going forward, this could
work towards improving growth prospects and easing
inflation pressures further. Crude prices could impact
economic activity and inflation in India through several
channels: (i) higher real incomes for consumers; (ii)
lower input costs, boosting corporate profitability and
inducing investment; (iii) lower current account deficit
(CAD); and (iv) improved market sentiment. These
favourable effects could, however, be offset by weak
global demand.

In India, a US$ 50 per barrel decline in oil prices (Indian
basket) sustained over one year could give rise to higher
real income equivalent of about 4 per cent of total private
consumption demand and about 2.9 per cent of nominal
GDP. Assuming 50 per cent pass-through to domestic
prices of petroleum products, the real income gain could
enhance aggregate consumption demand by about 2 per
cent and output by more than 1 per cent. For the
corporate sector in India, particularly non-oil producing
firms (such as cement, electricity, iron and steel,

Box 1.2: Decline in Oil Prices — Impact on Growth and Inflation

chemicals, textiles and transportation), with more than
5 per cent of their total costs in the form of fuel, panel
regressions show a statistically significant inverse
relationship between profitability and oil prices. Model
estimates suggest that for a 10 per cent decline in oil
prices (under alternative assumptions of pass-through
to CPI) output growth could improve in the range of
0.1-0.3 percentage points, while CPI inflation could
decline by about 20-25 basis points below the baseline.
A caveat is in order though. The estimates presented
under the balance of risks in this Chapter may differ due
to different dynamics captured in different models and
varying assumptions on pass-through. For instance in
India, the entire decline in crude prices was not fully
passed on because of the increase in excise duty on
petroleum products by the Government. This suggests
that model-based estimates at best could be indicative
rather than precise.

Reference:

World Bank (2015). "Global Economic Prospects”, January
2015.
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Chart 1.7: Quarterly Projection of Growth in
GVA at Basic Prices (y-o-y)
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key risk to the forecast, with the revisions expected to
be in the downward direction (please see Chapter I1I)
and consequently an upside bias gets built in
(Chart L.7)7. For 2016-17, real growth in GVA at basic
prices is projected at 8.1 per cent, assuming gradual
cyclical recovery on the back of a supportive policy

Chart 1.8: Professional Forecasters’ Projected Growth
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7 Model-based projection for 2015-16 using old GDP (at factor cost) data
yields output growth at 6.5 per cent, as against 7.8 per cent projected for
GVA at basic prices.
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environment, but without any policy induced structural
change or any major supply shock. If the GDP growth
for 2014-15 is revised down by the CSO, the trajectory
will change accordingly. The Reserve Bank's professional
forecasters’ survey indicates an average GVA growth of
7.9 per cent for 2015-16 (Chart 1.8 and Table 1.3).

Table I1.3: Reserve Bank's Baseline and Professional
Forecasters' Median Projections

Reserve Bank’s Baseline 2014-15 | 2015-16 | 2016-17
Inflation (Y-0-Y) in Q4 53 5.8 5.0
Output Growth (per cent) — GVA at ba-
sic pP;ice(sg ° P e 75 78 8.1
Fiscal Deficit (per cent of GDP) 4.1 3.9 3.5
Current Account Balance (per cent of 13
GDP)

Assessment of Survey of Professional Forecasters
Key Macroeconomic Indicators* 2014-15 | 2015-16
Growth rate of GVA at basic prices at constant 75 7.9
prices (2011-12) (per cent)

Agriculture & Allied Activities 1.1 3.4

Industry 5.9 6.3

Services 10.6 10.1
Private Final Consumption Expenditure growth 129 13.0
rate at current prices (per cent)
ngesinsczlilrg (per cent to Gross National Dispos- 30.0 31.0
Gross Fixed Capital Formation (per cent of GDP) 28.6 29.3
E/Iecr);ed); Supply (M,) (growth rate in per cent) (end 123 135
Bank Credit of all scheduled commercial banks
(growth rate in per cent) 120 14.0
Combined Gross Fiscal Deficit (per cent to GDP) 6.5 6.3
Central Govt. Fiscal Deficit (per cent to GDP) 4.1 3.9
Repo Rate (end-period) 7.50 7.00
CRR (end-period) 4.00 4.00
T-Bill 91 days Yield (end-period) 8.2 7.5
YTM of Central Govt. Securities 10-years (end-
period) /8 73
Overall Balance of Payments (US $ bn.) 49.6 49.4
Merchandise Exports (US $ bn.) 323.5 339.9
Merchandise Exports (growth rate in per cent) 2.0 3.4
Merchandise Imports (US $ bn.) 466.7 478.2
Merchandise Imports (growth rate in per cent) 0.3 2.0
Trade Balance as per cent of GDP at current prices -6.9 0.3
Net Invisibles Balance (US $ bn.) 115.8 119.2
Current Account Balance (US $ bn.) -25.0 -20.0
Current Account Balance as per cent to GDP at cur- 1.2 10
rent prices
Capital Account Balance (US $ bn.) 76.3 66.5
Capital Account Balance as per cent to GDP at cur- 35 20
rent prices

* ; Median of forecasts.
Source: 33* Round of Survey of Professional Forecasters (March 2015).
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Chart 1.9: Impact of Risk Scenarios on
Baseline Inflation Path
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1.3 Balance of Risks

The baseline paths projected for growth and
inflation are subject to realisation of a set of underlying
assumptions (Table I.1). The likely paths relative to the
baseline that may evolve under plausible risk scenarios
are set out below (Charts .9 and 1.10).

Chart 1.10: Impact of Risk Scenarios on

90- Baseline Growth Path
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(a) Sharp Increase in Crude Oil Prices

Global crude oil prices are assumed to increase
gradually over the forecast horizon in the baseline
projections. There is, however, a non-trivial risk of a
sharp increase in international crude prices triggered
by the materialisation of geo-political tensions and
other supply disruptions. In the event of such a shock
pushing crude oil prices up by about US$ 15-20 per
barrel above the baseline, inflation could be higher by
about 40-60 basis points (bps) by the end of 2015-16
(on account of both direct and indirect effects). Growth
could weaken by 10-30 bps over the next two years as
the direct impact of higher input costs would be
reinforced by spillover effects from lower world
demand.

(b) Below Normal Monsoon in 2015-16

As against the normal monsoon assumption in
the baseline, there is a risk of monsoon turning out to
be deficient in 2015. This could lead to a lower
agriculture output which, in turn, would lower the
overall GVA growth by around 40 bps in 2015-16. Food
prices could consequently increase, leading to inflation
rising above the baseline by 80-100 bps in 2015-16.
Factors like spatial and temporal distribution of
monsoon, policies relating to food stocks, procurement
and minimum support prices (MSPs) may moderate or
accentuate the impact of rainfall deficiency.

(c) Depreciation of the Rupee

Uncertainties surrounding the exchange rate
persist. The key risk is that normalisation of monetary
policy by the US Fed which may spark off safe haven
capital flows into US treasuries and spur further
appreciation of the US dollar. On the other hand,
deflation risks in some of the advanced economies
could warrant further monetary accommodation. A
depreciation of the rupee by around 10 per cent,
relative to the baseline assumption of the current level
of exchange rates continuing, could raise inflation by
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around 20 -30 bps in 2015-16. On average, growth
would be higher by about 10 bps in 2015-16 due to an
improvement in the external trade balance while it
could turn out to be marginally weaker in 2016-17,
assuming tightness in financial conditions intensifying
further on materialisation of risks in the external
environment.

(d) Easing of Food Inflation

Headline inflation could also undershoot from the
baseline if food inflation moderates by more than what
is envisaged. This could be brought about by positive
supply shocks, especially through improvements in the
supply chain, reforms in market infrastructure and a
step-up in investment in agriculture. In such a scenario,
headline inflation may be lower by around 100 bps than
the baseline by the end of 2015-16.

(e) Crude Oil Price Declining Further

If crude oil prices decline below the baseline by
US$ 15-20 per barrel in the near-term as a result of
excess supply conditions/low global demand in a stable
geo-political environment, inflation could turn out to
be 30-60 bps below the baseline by the end of 2015-16.
Such a decline in crude prices would also raise GVA
growth by 10-30 bps above the baseline in the next two
years under different pass-through scenarios.

MONETARY POLICY STATEMENT FOR 2015-16

(f) Revision in CSO’s GDP Estimates

Considerable uncertainty surrounds the advance
estimates of GDP growth for 2014-15 and information
on real economic activity relating to Q4 is expected to
be better captured in the revised estimates, which
would be released around the end of May 2015. If GVA
growth (at constant prices) gets revised downwards by
50 bps in the subsequent release(s), it would alter the
assessment of demand conditions and a decline in the
inflation trajectory for the medium-term by 10-30 bps
could result.

(g) Pick-up in Investment Demand

If the boost to investment expenditure announced
in the Union Budget for 2015-16 helps in crowding in
private investment, and correspondingly, if investment
demand picks up, GDP growth may turn out to be over
50 bps above the baseline in 2015-16. With augmentation
of capacity but a still negative output gap, the impact
of higher investment demand on inflation in 2015-16
could be minimal.

The balance of risks and possible deviations of
inflation and growth paths from their projected
baselines warrant a careful appraisal of forward
guidance, especially the underlying conditions that
drive such guidance (Box 1.3).

Forward guidance acquired prominence in the
communication of monetary policy of central banks
of both advanced and emerging economies after the
global crisis, particularly on confronting the zero
lower bound (ZLB) constraint. Traditionally, forward
guidance before the global crisis used to be in the form
of "forecast but do not promise”; but at ZLB it became
a policy instrument — investment demand could be
conditioned by expectations about the future path
of short-term interest rates. Thus, forward guidance
at ZLB potentially amplified the easing impact of
unconventional monetary policy.

Box L.3: Forward Guidance under Uncertainty

The use of forward guidance as an instrument of policy
in normal times shifts the burden of understanding
risks and uncertainty primarily to central banks who,
in turn, face the trade-off between "credibility” and
"flexibility”. Four broad variants of forward guidance
have been used by central banks in the post-crisis
period: (a) qualitative guidance on the likely stance
of policy without linking it to any explicit end date,
threshold value of any goal variable or key parameters;
(b) qualitative guidance linked to evolution of specific

(Contd...)
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state variables; (c) calendar-based forward guidance
specifying the exact period over which the same
policy stance will prevail; and (d) outcome-based
forward guidance linked to threshold values of state
variables. While the first two variants are somewhat
open-ended, the third is time-contingent and the last
one is state-contingent. Time and state-contingent
forward guidance provides greater certainty, but strong
commitment may limit flexibility. Balance of risks
assessments often assume specific identifiable risks
and the manner in which these could be transmitted.
Unanticipated risks and model errors, however, could
make the evolution of inflation and growth paths
quite different from either the baseline or the risk
scenarios. Financial market frictions could complicate
risk assessment further, especially if they are either
not explicitly modelled or their dynamic interactions
with the real economy are not captured properly in
models. When benefits of commitment under forward
guidance are assessed against benefits of changing the
policy stance not fully consistent with the guidance,
occasionally the latter may be preferred because of
developments that were hard to anticipate at the time

of giving the forward guidance. This has led to the
view that forward guidance should be a tool that must
be reserved for use only under the ZLB constraint:
"...For the policy practitioner, uncertainty is not abstract,
it is a daily preoccupation. Uncertainty and the policy
errors it can foster must not only be embedded in our
decision-making processes ex ante, they must be worn
like an ill-fitting suit ex post, that is, with humility”
(Poloz, 2014).

In India, forward guidance has served the purpose of
guiding market expectations around monitoring the
sources of and risks to inflation. Given the uncertainties
surrounding time varying output gap estimates, the
evolution of exogenous factors driving the inflation
process, global spillovers, and the nature, size and
timing of measures undertaken by the Government
to contain inflation, forward guidance has to be
conditioned by incoming data.

Reference:

Poloz, Stephen S. (2014). “Integrating Uncertainty and
Monetary Policy-Making: A Practitioner's Perspective”,
Bank of Canada Discussion Paper 2014-6.

The outlook for growth and inflation is informed
by the assessment of macroeconomic and financial
conditions presented in Chapters II to V. Barring
unforeseen shocks, the near-term appears to be
characterised by continuing slack in the economy. Fiscal
consolidation intentions and weak rural consumption
demand are likely to keep demand side risks to inflation
contained. From the supply side, risks in the form of
reversal in global commodity prices, uncertainty
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surrounding monsoon outcomes, and possible
exchange market pressures arising from volatility in
capital flows associated with US monetary policy
normalisation would need to be monitored carefully
and continuously, given the past experience with
spillovers from taper talk. The room for accommodating
supply shocks in the conduct of monetary policy
remains limited, even as supporting the revival of
investment demand assumes high importance.
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I1. Prices and Costs

The trajectory of headline inflation in the second half of
2014-15 turned out to be substantially lower than staff’s
assessment set out in the MPR of September 2014, aided
by a sharp fall in global commodity prices and domestic
food inflation. Cost pressurves eased with falling raw
material prices and slowdown in wage growth.

Three major developments that followed the first
Monetary Policy Report (MPR) of September 2014 have
dramatically altered the evolution of underlying price/
cost conditions. First, the pass-through of the 28 per
cent plunge in international commodity prices! into
domestic food, fuel and services prices worked in
conjunction with the disinflationary stance of monetary
policy to bring down inflation to 5.4 per cent in February
2015. Second, the Central Statistics Office (CSO)

MONETARY POLICY STATEMENT FOR 2015-16

unveiled data revisions relating to consumer price
index (CPI) and national accounts in January-February
2015 that updated the base years/weighting schemes
and also brought in methodological improvements to
align with international best practices (Boxes II.1 and
II1.1). Going forward, these information upgrades will
have a bearing on staff's assessment of inflation
formation and forecasts. Third, the Government of
India and the Reserve Bank formalised a landmark
agreement on the monetary policy framework alluded
to in Chapter 1.

These institutional changes will condition the
future path of inflation to which the Reserve Bank and
the Government of India are committing, if fiscal targets
are adhered to and administrative interventions in the
formation of key prices, wages and interest rates are

minimised.

Beginning January 2015, the CSO revised the base year
of the CPI to 2012 (from 2010=100). The weighting
pattern of the revised series is based on the 2011-12
Consumer Expenditure Survey (CES) of the National
Sample Survey Office (NSSO), which is more
representative and recent than the CES 2004-05 used
for the old series (Table I1.B.1). Anumber of methodological
improvements have also been undertaken by the CSO
in the new series, which include:

i. weighting diagrams use the modified mixed reference
period” (MMRP) data of CES 2011-12 as against a
uniform reference period (URP) of 30 days used in
the earlier series;

ii. geometric mean of the price relatives with respect to
base prices is used to compile elementary/item
indices, instead of the arithmetic mean used in the
old series, thereby reducing the impact of large
discrete change in prices over different markets;

iii. in case of items sold through the public distribution
system (PDS), prices of items covered under the
antyodaya anna yojana (AAY) have also been included

Box II.1: Revision of the Consumer Price Index (CPI)

in addition to those items covered by above poverty
line (APL) and below poverty line (BPL) categories;
and

iv. the sample size for collection of house rent data has
been doubled from 6,684 in the old series to 13,368
in the revised series.

Table I1.B.1: Comparison of Weighting Diagrams —
Previous and Revised CPI
(Per cent)

Rural Urban Combined

2010 2012| 2010| 2012| 2010 2012
Base | Base| Base| Base| Base| Base

Food and beverages 56.59 | 54.18 | 35.81| 36.29| 47.58| 45.86
Pan, tobacco and intoxicants 2.72| 3.26 134 136 213| 238

Clothing and footwear 536 736| 391| 557| 473| 653
Housing - - | 2254| 21.67| 9.77| 10.07
Fuel and light 1042 | 7094| 840| 558| 949| 6384
Miscellaneous 2491 | 27.26| 28.00| 29.53| 26.31| 2832
Total 100 100 100 100 100 100
Excluding Food and Fuel 32.99 | 37.88| 55.79 | 58.13| 42.93| 47.30

*Under MMRP, data on expenditure incurred are collected for frequently purchased
items — edible oil, eggs, fish, meat, vegetables, fruits, spices, beverages, processed
foods, pan, tobacco and intoxicants — during the last seven days: for clothing, bedding,
footwear, education, medical (institutional), durable goods, during the last 365 days;
and for all other food, fuel and light, miscellaneous goods and services including
non-institutional medical services; rents and taxes during the last 30 days.

! As measured by the IMF's primary commodity price index.
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I1.1. Consumer Prices

The MPR of September 2014 had noted that the
receding of inflationary pressures, guided by the
monetary policy stance set out in January 2014, halted
in the first half of 2014-15. While fuel inflation and
inflation excluding food and fuel underwent steady
moderation, headline inflation was propped up by food
inflation, which experienced bouts of weather-induced
short-lived surges. In September, however, inflation
eased by 140 basis points. From September to
November, disinflation gathered momentum and
turned out to be faster than initially anticipated under
the combined influence of a large decline in global
commodity prices, softening of prices of fruits and
vegetables domestically, continuing slack in the
economy and the favourable 'base effect’ of higher
inflation a year ago (Chart I1.1).

The role of this base effect in inflation outcomes
during 2014-15 turned out to be non-trivial. Just as it
shaped the rapid disinflation until November, its
reversal from December produced an upturn, despite
still benign international commodity prices and
moderate domestic food and input prices. Sequential
changes in headline inflation reflect the combined
impact of month-on-month (m-o-m) changes in prices
— which provide an indication of the speed at which
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Chart I1.1: Key Drivers of Inflation
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prices are evolving — and base effects. The momentum
of headline inflation has been weak through December-
February, mostly due to the prices of non-durable goods,
especially perishable food (Chart I1.2a). M-o-M price
changes embodied in a diffusion index also point to
weak momemtum; however, broad-based price
pressures persist across items within the CPI (Chart
I1.2b). Going forward, base effects are likely to exert a
downward pull on headline inflation up to August 2015
(Chart 11.3).

Chart I1.2: M-o-M Changes in CPI
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reading below 50 signals a broad-based deflation.

Note: Figures in parentheses indicate weight in overall CPI. For details on 7-day and 30-day recall, please see Box II.1.

* The CPI inflation diffusion index, a measure of dispersion of price changes, categorises constituent items in the CPI basket according to whether their prices are rising,
stagnant or falling over the previous month. A reading above 50 for the diffusion index signals a broad expansion or the extent of generalisation of price increases and a
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Chart I11.3: CPI Inflation - Momentum and
Base Effects
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Chart I1.4: CPI Inflation and its Constituents

10.04
EQ.O—
g
o 8.0
a,
[
s 7.0
=
g 06.01
-
(9]
& 5,04
=
8
g -
g 40
8
2 304
=)
= |
g 20
9]
1.0+
0.0
T T YT Y YT T T T T T N A
e B B B B S B B B
- - - T T < = T~ <
[STRT] = X o @
S g s g2 ESZ2 R0 28R4

® Food and beverages (45.9)
® Excluding food and fuel (47.3)
Figures in parentheses indicate weight of the group in CPI (2012=100)

Fuel and light (6.8)

— CPl inflation (per cent)

I1.2 Drivers of Inflation

The intra-year path of headline inflation in 2014-
15 exhibited higher volatility than in past years,
essentially reflecting the contributions of its constituents
(Chart 11.4). The contribution of the food category
weighted by its share in the CPI underwent large
variations — accounting for more than half of headline
inflation in the first half of 2014-15, but declining to
about a third in November before increasing to close
to 60 per cent by February. By contrast, the contribution

of the category excluding food and fuel has been
relatively stable, with some decline in recent months.

Within the food group, different drivers have
propelled individual elements (Chart I1.5a). For cereals,
moderation in inflation is attributable to lower
increases in MSPs in 2014-15?, active supply management
policies in the form of increased allocation under the
public distribution system (PDS) as well as open market
sales of wheat. Moreover, an index of prices of PDS
items (rice, wheat and sugar) captured within the CPI

Chart I1.5: Food Price Inflation
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2 Minimum support prices were increased by only 0-5 per cent for various crops in 2014-15.
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shows that PDS prices have fallen significantly even as
market prices of these items have risen (Chart I1.5b).
In the case of vegetables and fruits, prices declined
faster than expected in response to policy actions to
discourage stockpiling®. Sugar prices moderated in
consonance with global prices. However, prices of
protein-rich items (eggs, fish, meat, milk and pulses)
exhibited downward rigidity, reflecting structural
mismatches between demand and supply.

In the absence of revisions in administered prices
of coal and cooking gas, fuel group inflation declined
during the year, but rose to 4.7 per cent in February,
mainly on account of increase in firewood and
electricity prices (Chart I1.6). The still large under-
recovery on account of kerosene and cooking gas
impeded the pass-through of lower international prices
to administered prices of these items. During April-
December 2014, under-recoveries of oil marketing
companies (OMCs) in respect of sale of kerosene and
cooking gas accumulated to ¥562 billion, amounting to
potential outgoes under subsidies in spite of the drastic
fall in international prices.

Chart I1.6: Fuel Inflation and M-0-M Movements
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3 These include delisting of fruits and vegetables from the Agriculture
Produce Market Committee (APMC) Act; bringing onions and potatoes under
the Essential Commodities Act; raising minimum export prices and
augmented access to imports.
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With the pass-through of monetary policy actions
into the economy, inflation excluding food and fuel
ebbed steadily during 2014-15, reaching 4.1 per cent in
February (Chart 11.7). The decline in housing inflation
(rentals) has been pronounced in the new base series
relative to the old series in part due to methodological
improvements set out in Box II.1. Inflation in prices of
services such as health, education and household
services showed some moderation in recent months,
reflecting the slowdown in wage growth.

For the transport and communication sub-group,
deflation has set in from January 2015 under the impact
of a sharp decline in international crude oil prices
which affected prices of fuels included in this sub-
group. Between June 2014 and January 2015, crude oil
prices (Indian basket, rupee terms) declined by around
55 per cent, with 90 per cent of this fall occurring during
October to January. In response, retail prices of petrol
softened. Diesel prices, on the other hand, were
increased step-wise till August in order to eliminate
under-recoveries of OMCs; thereafter, there was a
reduction during October to early-February (Chart I1.8).
The decline in domestic pump prices, however, was
much lower than the downward movement in
international crude oil prices on account of increases

Chart I1.7: CPI Excluding Food and Fuel Inflation

7.04

o o
o o
1 1

b
o
1

Contribution in percentage points
c e & 2

I

S

I

I

I

[

—
o
L

Jul-14
Aug-14
Sep-14
Oct-14
Nov-14
Dec-14
Jan-15
Feb-15

® Clothing and footwear Housing  m Health and education
® Transport and communication

B Others

Household goods and services

— Excluding food and fuel (per cent)

RBI Bulletin April 2015



Monetary Policy Report-April 2015

Chart IL.8: Prices of Crude Oil and Petroleum Products
90+
80
70
60
v
= 504
=
[
404
30
204
10 T T T T T T T T T T T T
T S
[T~ T T S - VI L R T - T T
L2 252 806 248235 F
—— Crude Oil (Indian basket) — Petrol Diesel
Source: Bloomberg, Reserve Bank of India, Petroleum Planning and Analysis Cell,
Indian Oil Corporation Ltd.

in excise duty cumulatively by %7.75 per litre on petrol
and by 6.50 on diesel starting November 2014. Global
crude prices remained volatile during February-March,
tracking geopolitical and other global supply side
developments referred to earlier.

Other Measures of Inflation

All measures of inflation generally co-moved with
the headline CPI inflation since the last MPR. The
decline in inflation in terms of the wholesale price
index (WPI), however, has been most significant with
a contraction of 2.1 per cent in the month of February
2015 (Table I1.1).

Table I1.1: Measures of Inflation
(Y-0-Y, per cent)

Quarter/ GDP WPI | CPI CPI- CPI- CPI-
Month deflator w AL RL
01:2013-14 53 4.8 | 9.5 10.7 12.6 124
0Q2:2013-14 6.7 6.6 | 9.7 10.8 12.9 12.7
03: 2013-14 7.9 7.1 | 104 | 10.6 12.4 12.3
04: 2013-14 5.1 54 | 82 6.9 8.5 8.7
Ql:2014-15 5.9 58 78| 69 | 81 | 83
02:2014-15 4.3 3.9 | 6.7 6.8 7.3 7.6
03: 2014-15 1.4 03 | 4.1 5.0 5.4 5.7
Jan-15 - -04 | 52 7.2 6.2 6.5
Feb-15 - 21| 54 6.3 6.1 6.2

IW: Industrial Workers, AL: Agricultural Labourers and RL: Rural
Labourers.
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I1.3 Costs

Since the MPR of September 2014, cost-push
pressures in the Indian economy have eased significantly.
As shown in the foregoing section, external cost
conditions associated with imports of commodities,
particularly crude and petroleum products, have
declined on a large scale. This is directly reflected in
the drop in wholesale price inflation into negative
territory. Domestically too, input cost pressures have
been abating on a sustained basis since June. However,
the existence of supply constraints in various sectors
of the economy is impeding a fuller response of output
prices to these developments.

Input costs for both farm and industrial sectors
have contracted since Q3 of 2014-15 (Chart I1.9).
Manufacturing firms participating in the Reserve Bank's
industrial outlook survey also indicated sizable declines
in raw material costs, with the lowest cost pressures
since the January-March 2010 round (Table II.2). They
have also been reporting improvement in pass-through
into selling prices, including in the January-March 2015
round. Purchasing managers' surveys for both
manufacturing and services corroborate these
assessments — the narrowing of the gap between input
and output prices is indicating weakening pricing power.

Chart I1.9: Input Costs
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Table II.2: Input Costs and Selling Prices

(Net response in per cent)

Total Response | Cost of Raw Selling Prices
(Number) Materials
Jan-Mar 13 1301 -53.5 9.1
Apr-Jun 13 1321 -49.9 7.3
JulSep 13 1207 622 113
Oct-Dec 13 1223 55.3 7.8
Jan-Mar 14 1114 -54.1 9.6
Apr-Jun 14 1293 -49.5 9.8
Jul-Sep 14 1225 -44.7 6.8
Oct- Dec 14 2083 -41.5 5.9
Jan-Mar 15 1533 -32.8 2.6

Source: Industrial Outlook Survey, RBI.

Wage growth, another key determinant of costs,
has been decelerating, albeit from high levels, across
various sectors of the economy in recent years. The
slowdown in rural wage growth has been particularly
noteworthy. The Labour Bureau revised data on rural
wages in November 2013 to incorporate a number of
new occupations besides reclassification of the existing
occupations. It estimates that average annual growth
in rural wages was 5.5 per cent for all occupations
(agricultural and non-agricultural) for male workers in
January 2015, substantially lower than the annual
average growth of 15 per cent during the six-year period
(2007-13) reported in the old series (Chart I1.10). The
slowdown in wage growth has been more pronounced
in the case of unskilled labourers, presumably reflecting
catch-up of low-wage states, sustained decline in rural

Chart I1.10: Rural Wages
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inflation and emphasis towards productive asset
creation relative to employment in public schemes such
as under the Mahatma Gandhi National Rural
Employment Guarantee Act (MGNREGA). These
developments suggest that high real wage growth
without commensurate improvements in productivity
is not sustainable.

Unit labour costs* in manufacturing and services
have picked up recently after moderating since 2013
(Chart I.11a). There was also a rise in the share of

Chart I1.11: Labour Cost in Manufacturing and Services
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Source: Capitaline database.

Note: Per employee cost = Total employee expenses/total number of employees. The per employee cost from Q1: 2014-15 onwards is worked out based on total number of

4 As measured by the ratio of staff cost to value of production.
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labour cost in total output, especially for the
manufacturing sector (Chart I1.11b).

The State of Aggregate Supply

Assessments of price/cost conditions in the
economy, juxtaposed with the results of empirical
analysis, provide useful insights into the state of
aggregate supply — the responsiveness of aggregate
output to price changes. Several factors determine the
behaviour of aggregate supply, including the time-
varying price- setting behaviour of firms in response to
changes in marginal cost; the nature of price-setting,
whether backward-looking or more flexible; the way
inflation expectations are formed; and random supply
shocks’. In technical terms, while price-setting
behaviour determines the slope of the aggregate supply
curve, the formation of inflation expectations and the
incidence of supply shocks can produce shifts in the
aggregate supply curve.

The empirical evidence suggests that the behaviour
of aggregate supply has been changing in recent years
even as inflation dynamics have been evolving into
uncharted territory. Price-setting behaviour of firms is
now reckoned as less backward-looking than before;
also, the response of inflation to demand and supply
shocks has declined. Internationally, this has led to a
loose consensus around the view that the aggregate
supply curve has flattened and is turning out to be less
sensitive to price shocks®. What this implies in the
context of conducting monetary policy is that every
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unit of disinflation is going to cost more in terms of
the sacrifice of output to rein in that amount of
inflation.

Empirical evidence available in the Indian context
suggests that the behaviour of aggregate supply has
undergone a change during the post-global crisis period
in a manner that is broadly consistent with the
international experience, but with country-specific
nuances. In particular, the responsiveness of retail
inflation to changes in marginal costs has declined.
Furthermore, the sacrifice ratio” has increased markedly
relative to the international evidence. This has
implications for monetary policy: going forward, every
unit of inflation lowered is going to mean larger output
foregone, and the state of the economy is going to weigh
on the choice. Every cloud has a silver lining though;
unlocking stalled investments, bridging gaps in the
availability of key inputs such as power, land,
infrastructure and human skill, and rebuilding
productivity and competitiveness will improve the
supply response and sustain the disinflation currently
underway. This scenario envisages monetary policy in
a steering rather than interventionist role in its
commitment to price stability as its primary objective.
Finally, as regards the impact of shocks, exchange rate
pass-through® has declined significantly. On the other
hand, domestic shocks such as a deficient monsoon
leave progressively deeper imprints on retail inflation
and increase the persistence of inflation expectations.

> Angeloni, I, J. Gali, L. Aucremanne, A. Levin, M. Ehrmann and F. Smets
(2006). "New Evidence on Inflation Persistence and Price Stickiness in the
Euro Area: Implications for Macro Modeling”, Journal of the European
Economic Association, Vol. 4(2-3), pp. 562-574.

® Mishkin, E. S. (2007). “Inflation Dynamics”, International Finance,
Vol. 10(3), pp. 317-334 and Razin, A. and A. Binyamini, (2007) "Flattened
Inflation-Output Trade-off and Enhanced Anti-Inflation Policy: Outcome of
Globalization?”, NBER Working Paper, No. 13280.
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7 The sacrifice ratio is defined as the cumulative output losses that an
economy must endure to reduce average inflation, on a permanent basis,
by one percentage point.

8 Exchange rate pass-through is defined as the degree of responsiveness of
domestic prices to a unit change in the exchange rate.
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1. Demand and Output

Domestic economic activity firmed wp in 2014-15, spurred
by a pick-up in manufacturing and services. Little
definitive evidence, however, is avaulable on a clear break-
out’ of economic activity. Key macroeconomic indicators,
leading and coincident, point to the presence of considerable
slack in the economyy.

Recent upgrades to the national accounts by the
CSO indicate that a rebound in economic activity that
started in 2013-14 has gathered pace in the second half
of 2014-15. While these estimates have generated
considerable public scrutiny and debate, there is a
building optimism that an inflexion point in the
economic cycle is approaching, As inflation retreats in
an environment of macroeconomic and political
stability, confidence in setting a double-digit growth
trajectory for the Indian economy over the medium-
term is flooding back. Unleashing of these growth
impulses hinges around decisively cutting the Gordian
knot of binding supply constraints, investments locked
in stalled projects and shortfalls in the availability of
key inputs such as power, land, infrastructure and
human skill formation. Business sentiment is also
buoyed by investor-friendly tax proposals, planned
switches in public spending from subsidies to
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investment that crowd in private enterprise, structural
reforms and the intention to continue fiscal
consolidation announced in the Union Budget for
2015-16.

III. 1 Aggregate Demand

Advance estimates of the CSO indicate that the
growth of real GDP (market prices) picked up to 7.4 per
cent in 2014-15 from 6.9 per cent a year ago
(Table I11.1). Although official data for Q4 of 2014-15
will be available only by May 2015, implicit in
the advance estimates for the full year is a step-up in
the momentum of growth in the last quarter of the
year.

Driving this quickening of activity, the weighted
contribution of private final consumption expenditure
is estimated to have risen to 4.1 per cent in 2014-15
from 3.6 per cent in 2013-14. Quarterly data suggest,
however, that the growth of private final consumption
expenditure slowed down considerably in Q3 of 2014-
15; it would need to have grown by around 12 per cent
in Q4 to match advance estimates of 7.1 per cent for
the full year. Coincident and leading indicators of
consumption, however, point to persisting fragility of
private consumption demand. Indicators of rural
demand like sales of tractors and two wheelers point
to persisting weakness. Rural income appears to have

Table II1.1: Real GDP Growth (Base:2011-12)

(Per cent)
Item Weighted 2013-14 | 2014-15 2013-14 2014-15
Contribution to growth (AE)
(Percentage points)
2013-14* | 2014-15* o1 | 02 | 03 |04 o1 | 02 | 03
(AE)
I Private Final Consumption Expenditure 3.6 4.1 6.2 7.1 7.7 5.6 4.6 7.0 4.3 8.7 3.5
II. Government Final Consumption Expenditure 0.9 1.1 8.2 10.0 273 | 53 | 110 | -72 | 20 | 58 | 317
IIl. Gross Fixed Capital Formation 0.9 13 3.0 4.1 23 6.3 53 | -1.4 | 7.7 | 2.8 1.6
IV. Net Exports 4.4 04 69.0 195 | 25.6 | 55.8 | 90.0 | 91.0 | 68.7 | -79.0 |-115.4
(i) Exports 1.8 0.2 73 09 26 | (16 | 157 | 141 | 93 | 3.8 | -2.8
(ii) Imports 2.6 0.1 -8.4 -0.5 35 | -84 |-142 | -7.0 | 3.6 1.2 1.1
V. GDP at Market Prices 6.9 7.4 6.9 7.4 7.0 | 7.5 6.4 6.7 | 65 | 82 7.5

Note: AE: Advance estimates.
discrepancies are not included here.
Source: Central Statistics Office
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*Component-wise contributions do not add up to GDP growth in the table because change in stocks, valuables and
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Chart II1.1: Demand Conditions
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been adversely affected by deficient monsoons and
decelerating growth in rural wages. Overall weakness
in consumption demand is also evident in the still
depressed production of consumer goods and
significant deceleration in corporate sales growth
(Chart 1IL.1).

Government final consumption expenditure
(which includes consumption expenditure of the
centre, states, local bodies and autonomous bodies)
rose by 10 per cent in 2014-15 as per the advance
estimates, mainly on account of faster expenditure
growth by the states!. The aggregate expenditure growth
of the Centre, however, moderated. The increase in
expenditure on subsidies was offset by a sharp cutback
in plan revenue expenditure and aggregate capital
expenditure in order to adhere to the budgeted deficit
target. Austerity in respect of various categories of
expenditure was also necessitated by the shortfall in
non-debt capital receipts and sluggish indirect tax
collections. Non-tax revenues, however, exceeded the
budgetary targets due to higher receipts on account of
dividends and profits (Table III.2). Disinvestment
receipts were less than half the budgeted amount in
2014-15.

! The growth in revenue expenditure of the states at the consolidated level
was budgeted to grow by 20.5 per cent in 2014-15 (BE).
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The Union Budget 2015-16 has provided for higher
allocations to infrastructure and a substantial
increase in the resource transfer to states, keeping in
view the two-fold objectives of promoting inclusive
growth and strengthening fiscal federalism. This has
necessitated a deviation from the fiscal consolidation
trajectory in 2015-16 and an extension of the period of
convergence to the 3 per cent target for the gross fiscal
deficit (GFD) as a proportion to GDP by one year. The

Table I11.2: Key Fiscal Indicators -
Central Government Finances

Indicators As per cent of GDP
2014-15 2014-15 2015-16
(BE) (RE) (BE)
1. Revenue Receipts 9.2 8.9 8.1
a. Tax Revenue (Net) 7.6 7.2 6.5
b. Non-Tax Revenue 1.7 1.7 1.6
2. Total Receipts 13.9 13.3 12.6
3. Non-Plan Expenditure 9.5 0.6 9.3
a. On Revenue Account 8.7 8.9 8.5
b. On Capital Account 0.8 0.7 0.8
4. Plan Expenditure 4.5 3.7 3.3
a. On Revenue Account 3.5 29 23
b. On Capital Account 0.9 0.8 1.0
5. Total Expenditure 13.9 13.3 12.6
6. Fiscal Deficit 4.1 4.1 3.9
7. Revenue Deficit 2.9 2.9 2.8
8. Primary Deficit 0.8 0.8 0.7

BE : Budget estimates RE : Revised estimates
Source: Union Budget, 2015-16
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Chart I11.2: Indicators of Investment Demand
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budgeted reduction in GFD in 2015-16 reflects the
combined impact of a compression in plan revenue
expenditure and an increase in non-debt capital
receipts.

The CSO's advance estimates of gradual pick-up
in the growth of gross fixed capital formation in 2014-
15 do not appear to be supported by its quarterly
estimates which indicate deceleration in Q2 and Q3
(Table 11I.1). Although production of capital goods and
non-oil non-gold imports gathered some momentum
in Q4, a big push in investment is essential for the
economy to break out of the vicious cycle of supply
constraints, stranded investments, stressed bank
balance sheets, risk aversion and weak demand

(Chart I11.2). Progress on speedier project clearances is,
however, yet to materalise (Chart IIL.3).

The gross domestic saving rate in the economy
has declined sharply over the last two years. The decline
was on account of lower savings in physical assets by
the household sector, mainly construction (Chart II1.4).

The contribution of net exports to overall GDP
growth turned negative since Q2 on contraction in
exports and some pick-up in imports. Exports shrank
in O3 on weak global demand and the sharp fall in
international crude oil prices which affected exports
of petroleum products (POL) [accounting for around 19

per cent of total merchandise exports]. Non-oil exports

Chart II1.3: Delayed and Stalled Projects
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Chart IIL.4: Saving and Investment Rates
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also added to overall contraction as price realisation
declined considerably with the fall in international
commodity prices (Chart IIL.5). With imports growing
at a modest pace, the trade deficit widened in Q3 of
2014-15, though it was partly offset by improved net
services exports (Chart I11.6). During January and
February 2015, the faster decline in imports relative to
exports significantly reduced the trade deficit. Net
services exports during January 2015 were, however,
lower than in the preceding month as well as a year

In the financial account of India's balance of
payments, capital flows remained strong during Q3.
Though equity flows weakened during the quarter, it
was more than offset by the large accretion under
banking capital as banks liquidated their overseas
foreign currency assets. In Q4, the improved investment
climate revived portfolio and foreign direct investment,
which dominated net capital flows. Portfolio investment
flows rose sharply to US$ 13.6 billion during Q4 from
a relatively subdued level of about US$ 6 billion in the

ago. preceding quarter. A surge was evident in equity as well
Chart I11.5: Weighted Contribution of POL and Chart IIL.6: Merchandise Trade Deficit and
Non-POL Exports to Export Growth Net Exports of Services
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Table III.3: External Sector Vulnerability Indicators

Indicator end-Mar | end-Mar | end-Mar | end-Mar | end-Mar | end-Mar | end-Dec
2001 2006 2011 2012 2013 2014 2014
1. External Debt to GDP ratio (%) 225 16.8 18.2 20.9 223 23.7 23.2
2. Ratio of Short-term to Total Debt (Original Maturity) (%) 3.6 14 20.4 21.7 23.6 20.5 18.5
3. Ratio of Short-term to Total Debt (residual maturity) (%) 10.3 18.3 40.6 40.9 42.1 30.6 NA
4. Ratio of Concessional Debt to Total Debt (%) 35.4 28.4 14.9 13.3 11.1 10.4 9.2
5. Ratio of Reserves to Total Debt (%) 41.7 109 95.9 81.6 71.3 68.1 69.4
6. Ratio of Short-term Debt to Reserves (%) 8.6 12.9 21.3 26.6 33.1 30.1 26.7
7. Ratio of Short-term Debt (residual maturity) to Reserves (%) 24.6 16.8 423 50.1 59 57.4 NA
8. Reserves Cover of Imports (in months) 8.8 11.6 9.5 7.1 7.0 7.8 8.1
9. Debt Service Ratio (Debt Service Payments to Current Receipts) (%) 16.6 10.1 4.4 6 5.9 5.9 8.6
10. External Debt (US$ billion) 101.3 139.1 317.9 360.8 409.4 446.5 461.9
11. Net International Investment Position (NIIP) (US$ billion) -76.2 -60 -207.0 -264.7 -326.7 -337.0 -356.5
12. NIIP/GDP ratio* (%) -16.5 -7.2 -12.1 -14.4 -17.7 -17.9 -17.6
13. CAD/GDP ratio 0.6 1.2 2.8 4.2 4.8 1.7 1.7

N.A. : Not available *Calculated based on US $ terms.

as debt investment by foreign institutional investors
(FIIs). Similarly, foreign direct investment rose to US$
5.5 billion during January 2015, more than twice the
monthly average in the preceding quarter. With net
capital flows being significantly larger than the external
financing requirement, foreign exchange reserves rose
to a peak level of US$ 343.0 billion by April 03, 2015.

In terms of traditional metrics of foreign exchange
reserve adequacy — import cover and the Greenspan-
Guidotti rule for short-term debt cover — India has
exhibited steady improvement. The import cover of
reserves went up to 8.1 months at end-December 2014
from 7.8 months at end-March 2014 while the ratio of
short-term debt to reserves improved to 26.7 per cent
atend-December 2014 from 30.1 per cent at end-March

2014 (Table II1.3). Further, net forward purchases of
US$ 5.6 billion and bilateral swap arrangements with
Japan and among the BRICS provide additional cover
against external shocks.

II1.2 Output

The CSO's new series of national accounts aligns
with internationally recognised best standards in terms
of the United Nations' Systems of National Accounts
(SNA, 2008) and also improves data coverage. Output
measured by gross value added (GVA) at basic prices is,
however, in dissonance with various metrics tracked
as either coincident or leading indicators in terms of
both level and growth rates (Box III.1). In particular, the
conventional indicators of corporate performance that

The National Statistical Commission (NSC) had
recommended a change in base year for all key economic
data every five years to account for structural changes
in the economy. In line with this recommendation, the
base year for national accounts in India was recently
revised to 2011-12 (from 2004-05 earlier), as the year
2009-10 was not considered a normal year in view of the
global financial crisis. In the new series, GDP at market
prices — instead of GDP at factor cost - is the headline

Box III.1: New Series of National Accounts

number reported as a measure of economic activity in
line with international practices. Furthermore, 'Gross
Value Added (GVA) at basic prices' — instead of GDP at
factor cost — is the headline measure of activity from the
supply side. Other changes in the series include, inter
alia, comprehensive coverage of the corporate sector in
both manufacturing and services as per the database
available in the e-governance initiative viz. MCA-21 of

(Contd...)
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the Ministry of Corporate Affairs (MCA), improved
coverage of rural and urban local bodies, and incorporation
of recent National Sample Surveys (NSS).

Consequent upon these changes, nominal levels of GDP
on the new base are lower relative to the old base.
Growth rates of both nominal and real GDP on the new
base are higher for each year. In terms of commonly used
indicators of productivity — the incremental capital
output ratio (ICOR) — the new series reveals a significant
improvement, but this is not corroborated by the
behaviour of other indicators, especially in an
environment characterized by declining national savings,
investment and general concerns about stalled projects
(Chart a).

a: ICOR
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In the manufacturing sector, GVA growth is much higher
in the new series than in the earlier series. The growth
of this sector appears to have been driven by the
unorganised sector, which grew by 23.3 per cent in
2012-13. Data for subsequent year, however, suggests a
slowdown of the unorganised sector, with manufacturing
growth driven mainly by the organised sector (Table
I11.B.1). While the use of MCA-21 database could explain
differences up to 2013-14, the advance estimates for
2014-15 have used corporate sector data — from the
Reserve Bank of India (RBI) and the Bombay Stock

Table I11.B.1: Manufacturing Sector Growth

Y-o-y growth of 2012-13 | 2013-14 | 2014-15
GVA at constant prices 1.1 -0.7 N.A.
(base 2004-05)
1IP 1.3 -0.8 1.7*
GVA at constant prices 6.2 5.3 6.8
(base 2011-12)
Organised sector 25 6.8 N.A.
Unorganised sector 23.3 0.8 N.A.

N.A. : Not available
*Pertains to April-January.

Exchange (BSE) —in four key components of GDP, namely
manufacturing, trade, hotels and restaurant, and real
estate. An analysis of sequential flow of information on
corporate earnings for O3 of 2014-15 indicates that
earnings growth has been much weaker than what is
implied in the new series (Chart b). Services tax

b: Corporate Earnings and Growth
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collection has also remained weak. A high growth of 13.7
per cent (at constant prices) in "financial, real estate and
business services” reflects a possible upward bias in
estimation. It is expected that the revised estimates for
2014-15 to be released by end-May 2015 will incorporate
better information covering the second half of the year
and provide greater clarity on the state of economic
activity at the aggregate level.

are used to reflect movements in output and which
closely tracked the series in the old base, have
disconnected from the new series even after accounting
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for the differences between the 'establishment
approach’ (old series) and 'enterprise approach’ (new
series).
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From the supply side, agricultural activity slowed
down through 2014-15, as the delayed onset of south-
west monsoon, its uneven distribution and deficiency-
especially in the early part of the season-affected kharif
crops. GDP from agriculture and allied activities
contracted by 0.4 per cent in Q3 (Table II1.4). Initial
expectations that the shortfall in the kharif harvest
may be compensated by rabi crops did not materialise
due to inadequate replenishing of soil moisture and
reservoirs by O3 and Q4, aggravated by a deficient and
unevenly distributed north-east monsoon. Reflecting
these factors, the second advance estimates of the
Ministry of Agriculture indicate that the production of
foodgrains declined by 3.2 per cent, and oilseeds by 8.9
per cent in 2014-15. Within foodgrains, the production
of rice declined by 3.4 per cent and pulses by 6.8 per
cent. Furthermore, unseasonal rains and hailstorms in
early March are likely to affect agriculture production
adversely. Even though the performance of allied
activities is expected to remain stable, it remains to be
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seen whether they can compensate for the shortfall in
agricultural production.

The industrial sector shrugged off stagnation and
grew for the second consecutive year in 2014-15. An
analysis of the quarterly data, however, suggests
deceleration in growth of mining and quarrying and
manufacturing. This implies that the industrial sector
would have to have grown by about 9 per cent and
manufacturing by around 11 per cent in Q4 to meet
the CSO's projections for 2014-15 as a whole, which
looks ambitious on the basis of information available
so far. Core industries, which supply crucial inputs to
other industries and have a weight of nearly 38 per cent
in the index of industrial production (IIP), have been
decelerating since December 2014, underlining the
weakness in the growth drivers. Structural constraints
have led to persistent declines in the production of core
industries such as steel, natural gas, crude oil and
fertilizers. The contraction in mining and quarrying
and slowdown in electricity generation in the IIP
highlight these constraints.

Table I11.4: Growth in Gross Value Added at Basic Prices
(Base: 2011-12)

(Per cent)
2012-13 | 2013-14 2014-15 (AE) 2013-14 2014-15
Growth Share o1 Q2 03 Q4 o1 Q2 03
I. Agriculture, forestry & fishing 1.2 3.7 1.1 16.2 2.7 3.6 3.8 4.4 3.5 2.0 -0.4
II. Industry 5.1 5.3 6.5 23.2 5.9 4.2 5.5 5.5 6.5 5.5 4.6
(i) Mining & quarrying 0.2 5.4 2.3 2.9 0.8 4.5 4.2 11.5 5.1 2.4 2.9
(i) Manufacturing 6.2 53 6.8 18.0 7.2 3.8 5.9 4.4 6.3 5.6 4.2
(i) Elecmdfyj gas, water supply & | 48 9.6 24 28 6.5 3.9 5.9 10.1 87 | 101
other utilities
III. Services 6.0 8.1 9.8 60.6 8.9 9.7 8.3 5.6 8.1 9.8 11.7
(i) Construction -4.3 2.5 4.5 8.0 1.5 3.5 3.8 1.2 5.1 7.2 1.7
(ii) Trade, hotels, transport,
communication and services 9.6 11.1 8.4 18.9 10.3 11.9 12.4 9.9 9.4 8.7 7.2
related to broadcasting
(iif) F1nanc1‘al, real est'ate & 8.8 7.9 13.7 20.9 77 11.9 5.7 5.5 11.9 13.8 15.9
professional services
(iv) Public administration, ' 47 7.9 9.0 128 144 6.9 0.1 24 19 6.0 200
defence and other services
IV. GVA at basic price 4.9 6.6 7.5 100.0 7.2 7.5 6.6 5.3 7.0 7.8 7.5

Source: Central Statistics Office. AE: Advanced Estimates
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As per the use-based classification, the growth in
industrial production was driven by basic goods and
capital goods. Lumpy and fluctuating capital goods
production imparted volatility to industrial production.
As discussed earlier in the chapter, the slowdown in
consumer goods points to weak demand reflected in
private final consumption expenditure.

The revival in overall growth in 2014-15 hinged
primarily around the services sector, which is estimated
to have grown by 9.8 per cent. Quarterly analysis
suggests that growth picked up steam from Q2 and
strengthened further in O3 led by 'financial, real estate
and professional services' and 'public administration
and defence'. However, in an environment of
deceleration in bank credit and deposit growth, coupled
with stagnation in the real estate sector and slowdown
in demand for professional services, the high growth
of the 'financial, real estate and professional services’
appears puzzling. Given the centre and state
governments' resolve on fiscal consolidation, the
'public administration and defence’ services may not
serve as a durable growth driver, going forward.

II1.3 Output Gap

Uncertainty about the true value of macroeconomic
variables is a formidable challenge for policy-making,
particularly when data revisions result in information
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on the same variable for the same year computed at
different times conveying different trends. The recent
revisions in national accounts pose a challenge in terms
of assessing the state of the business cycle and the
position at which the economy is poised on it. Key to
the setting of policies that modulate aggregate demand
is a good 'fix’ on the level of output relative to the
economy's potential. Estimating potential output from
historical data is difficult even in the best of times. It
has become much more complex in the aftermath of
the global financial crisis when potential output across
the world is likely to have fallen, led by decline in
productivity. The critical issue is: do recent revisions
to India's national accounts capture this phenomenon?
Empirical assessment suggests that overestimation of
potential output can be costly, in terms of greater
macroeconomic volatility and/or an acceleration of
inflation getting entrenched (IMF, 2011)2. A production
function approach to estimating potential output
indicates a sharp decline in the contribution of total
factor productivity to potential output. Various time
series estimates of potential output — without imposing
any a priori judgment relating to the structural
interpretation of the new GVA series — suggest that in
terms of levels, the output gap has remained negative
since 2012-13, although the gap is gradually closing
(Box II1.2).

Empirical estimates of the output gap at the aggregate
level and indicator/survey based information for major
sectors of the economy can provide an assessment of
slack in the economy. Potential output’, however, is
difficult to measure and is subject to estimation errors.
The recent revision in national accounts data which
shows major level differences in old and new series
(at constant prices) for the last four years (2011-12 to

Box II1.2: Potential Output

2014-15) imparts further complexity to the estimation,
given the lack of data for previous years under the new
series.

In the absence of high-frequency and regularly updated
data on capital stock and labour in the Indian context,
estimates of potential growth through a structural
production function approach can, at best, be regarded
as indicative rather than definitive, with the results

(Contd...)

2 International Monetary Fund (2011). World Economic Outlook, Chapter 1, April.

3 potential output is generally defined as the full capacity level of output or sustainable level of output in which the intensity of resource use is non-
inflationary. While potential growth is the growth in the potential output, the output gap is the deviation of actual output from its potential level and is

expressed as a percentage of potential output.
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suggesting a sharp decline in the contribution of
total factor productivity, as set out earlier. A useful
alternative to the production function approach is to
use time series methods that can estimate potential
output solely from information contained in the past
data, however short their history may be. Use of various
univariate filtering techniques such as Hodrick-Prescott
(HP) and Kalman filters, and a multivariate filter
constructed from spliced quarterly GVA series, indicate
that the output gap (i.e., actual output minus potential
output) has been negative since 2012-13, irrespective of
the technique (Chart a).

The latest round of the Order Books, Inventory
and Capacity Utilisation Survey (OBICUS) of the Reserve
Bank reveals that capacity utilisation (CU) remained
range-bound in O3 of 2014-15 as compared to the
previous quarter and declined over its level a year ago
(Chart I11.7).

An overall assessment of the state of the real
economy points to recovery gaining ground slowly.
Significant slack and structural rigidities continue to
hold back a sharp revival in investment demand. Lack
of certainty about cash flows from new investment
projects is contributing to the lacklustre investment
cycle. Unless structural reforms unleash productivity
gains going forward, lower saving and investment rates
could become a risk to stronger recovery. Recent reform
measures in the infrastructure sector, including target-
based progress on national highways, encouraging FDI
in railways and defence, plans to start power plants in
the private sector with all approvals in place, bringing
in the requisite amendments in the Land Acquisition
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Act to expedite project clearances and coal block
auctions are expected to address infrastructure
bottlenecks and boost medium term growth prospects.
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1V, Financial Markets and
Ligquidity Conditions

Amidst abundant global liquidity and risk-on visk-off
fluctuations in investor appetite, financial markets in Indin
rallied strongly in the second half of 2014-15, supported
by improvement in domestic macroeconomic conditions.

Liquidity was comfortable in all seqments and this was
reflected in a pick-up in turnover, softening of interest vates,

an appreciating bias in the exchange rate of the rupee and
equity markets scaling historic highs.

Since the MPR of September 2014, domestic
financial markets have been buoyed through O3 and Q4 of
2014-15 by the global search for yields as fears of
imminent normalisation of US monetary policy
receded and ultra-accommodative monetary easing
commenced in the euro area and Japan. Barring sporadic
volatility sparked by incoming data, India became
a preferred destination in portfolio reallocations,
with discernible differentiation vis-3-vis other EMEs.
Liquidity conditions were expansionary in all segments,
spurring trading activity.

IV.1 Financial Markets

In the money markets, interest rates eased
during Q3, barring intermittent spikes around the

MONETARY POLICY STATEMENT FOR 2015-16

third week of October due to festival-related pick-up
in currency demand, and again in the second half of
December on account of advance tax payments and
quarter-end balance sheet adjustments. The shift in
the monetary policy stance steered by two cuts in
the policy repo rate enabled interest rates to ease
further during Q4.

Pro-active liquidity management under the
new operating procedure of monetary policy has
played a key role in the seamless transmission of policy
impulses through the money markets. There has also
been a marked ebbing of daily volatility measured
through generalised autoregressive conditional
heteroskedasticity (GARCH), although these estimates
for the end of 2014-15 tend to be strongly influenced
by the year-end spike in call rates (Chart IV.1). In
this context, the Agreement on the Monetary Policy
Framework enjoins the Reserve Bank to set out in
the public domain the operating target and procedure
of monetary policy and any changes therein that are
effected from time to time (Box IV.1).

Other money market segments moved in
consonance with the call money market. With the
steady migration of activity to collateralised segments,
viz., collateralised borrowing and lending obligation
(CBLO) and market repo, call money volumes have
thinned, currently accounting for about 10-11 per

Chart IV.1: Call Money Rate
a: Movements of the Call Money Rate b: Conditional Volatility of the Call Money Rate
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The Policy Rate

The fixed overnight repurchase (repo) rate under
the Liquidity Adjustment Facility (LAF) is the single
monetary policy rate.

The Operating Target of Monetary Policy

The weighted average call money rate (WACR) is the
operating target of monetary policy.

The Operating Procedure of Monetary Policy

Once the policy rate is announced in the Bank's
statements on monetary policy, the operating
procedure aims at modulating liquidity conditions so
as to achieve the operating target, ie., to anchor the
WACR around the policy rate. This is the first leg of
monetary policy transmission to the financial system
and the economy.

Liquidity Management

Pro-active liquidity management is the mechanism
through which the operating target is achieved. The
main features of the revised liquidity management
framework announced on August 22, 2014 and
implemented since September 5 are as follows: (i)
assured access to central bank liquidity of one per
cent of banks' net demand and time liabilities (NDTL)
comprising 0.25 per cent of NDTL provided through
overnight fixed rate repo auctions conducted daily at
the policy rate, and 0.75 per cent of NDTL provided
through 14-day variable rate term repo auctions
conducted on every Tuesday and Friday; (ii) fine-tuning
operations through variable rate repo/reverse repo

Box IV.1: Operating Target and Operating Procedure of Monetary Policy

auctions of maturities ranging from overnight to 28
days to even out frictional liquidity mismatches that
occur in spite of assured liquidity operations; and
(iii) outright open market operations through auctions
and anonymous screen-based trading on the Negotiated
Dealing System- Order Matching (NDS-OM) platform to
manage enduring liquidity mismatches.

Special operations are also conducted on holidays to
help market participants tide over pressures emanating
from one-off events such as tax payments, government
spending, balance sheet adjustments and payment and
settlement requirements.

Standing Facilities

A Marginal Standing Facility (MSF) allows market
participants to access central bank liquidity at the
end of the day (including Saturdays) over and above
regular and fine-tuning operations by using up to 2 per
cent of their stipulated Statutory Liquidity Ratio (SLR)
holdings of government securities in addition to excess
SLR as collateral at a rate set at 100 basis points above
the policy rate.

Fixed rate daily overnight reverse repo auctions are
conducted at the end of the day (including Saturdays)
to allow market participants to place surplus liquidity
with the Reserve Bank at a rate set at 100 basis points
below the policy rate. The fixed rate daily overnight
reverse repo operates as a de facto standing facility.

The MSF rate and the fixed overnight reverse repo
rate define an informal corridor for limiting intra-day
variations in the call rate.

cent of the total overnight volume (Chart 1vV.2). This
reflects preference for collateralised funding as well
as improvements in the microstructure such as co-
terminus settlement of market repo and outright trade
in Government securities. Trading in the call money
market tends to be skewed by its microstructure — over
70 per cent of the activity is concentrated in the opening
hour and closing hour of trading; top five borrowers
accounting for about 50 per cent of total daily call
volumes on average (Chart IV.3). These features have
occasionally accentuated volatility in the call money
market, particularly in Q4.

The market for commercial paper (CPs) picked up
momentum during O3 and Q4 (up to March 15), with
issuances of CPs growing y-o-y by 25 per cent and 49
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Chart IV.2: Money Market Turnover —
Share of Key Market Segments
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Chart IV.3: Call Money Market Volume —
Major Borrowers
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per cent, respectively. This reflected some substitution
of short-term bank credit due to tight bank lending
conditions. The weighted average discount rate of CPs
softened from 8.9 per cent during the second half of
September 2014 to 8.5 per cent in the second half of
January 2015, before hardening to 8.8 per cent in the
first half of March 2015.

In the Government securities (G-sec) market,
yields softened through Q3, barring some spikes
during the second half of December 2014 due to the
Ukrainian crisis followed by the Russian currency crisis.
Buoyant investor sentiment conditioned by the ongoing
disinflation in India and expectations of monetary
policy easing helped the market to shrug off the impact
of the Federal Reserve completely exiting quantitative
easing (QE) in October. The OPEC's decision in
November 2014 not to cut production strengthened
market sentiment and reinforced the decline in G-sec
yields. During the global sell-off triggered by the
depreciation of the Ruble, however, the 10-year generic
yield jumped by 15 basis points on December 16 — the
largest increase on any single day during the second
half of 2014-15.

RBI Bulletin April 2015

MONETARY POLICY STATEMENT FOR 2015-16

As the Russian currency crisis abated, G-sec
yields declined in Q4, aided by the softness in
international crude oil prices, fall in US treasury yields
and resumption of flows into the domestic foreign
exchange market. G-sec yields hardened transiently in
response to the reduction in the SLR in February and
the broadly unchanged size of the market borrowing
programme announced in the Union Budget. As in the
past, recourse to Treasury Bill auctions in February and
March, notwithstanding large redemptions, inverted
the G-sec yield curve, reflecting the reluctance of market
participants to part with liquidity as the balance sheet
date approached. Barring these episodes, the G-sec
market was range-bound during O3 and Q4 with a
downward shift in the yield curve (Chart IV.4). The
10- year yield declined by 72 basis points from 8.52 per
cent at the end of September 2014 to 7.80 per cent on
March 31, 2015.

Foreign portfolio investors' (FPIs) investment in
G-secs stood at 31,529 billion as on March 31, 2015. With
the exhaustion of the limit for investment in G-secs
(US$ 30 billion), FPIs invested in debt mutual funds
allowed under the limit of US$ 51 billion for investment

Chart IV.4: Yield Curve of Government Securities
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Chart IV.5: Debt Ceiling Utilised by FPIs
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in corporate debt, indirectly expanding their investment
in G-secs (Chart IV.5).

Activity in the corporate bond market also gathered
pace in O3 and Q4, driven by private placements
which recorded a y-o-y growth of 112 per cent. On the
other hand, amounts mobilised through public issues
declined through this period (up to February). The
significant increase in resource mobilisation through
corporate bonds could be reflecting substitution effects
since bank credit growth has remained subdued
in conjunction with tight credit conditions. FPIs’
investment in corporate bonds stood at 1,890 billion
as on March 31, 2015, accounting for 77 per cent of
the limit, and as a consequence, secondary market
trading volumes surged by 51 per cent (y-o-y) in the
second half of 2014-15. Yields of AAA rated corporate
bonds generally moved in tandem with G-sec yields,
but hardened somewhat in March (Chart IV.6).

Notwithstanding increased resource mobilisation
through corporate bonds and CPs, the flow of financial
resources to the commercial sector remained lower
during 2014-15 than a year ago, mainly due to the
deceleration in non-food credit.
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In the foreign exchange market, the predominant
driver has been robust capital flows that started from
March 2014. The exchange rate of the rupee moved in
a narrow range of I61.04 - 62.14 per US$ but with an
upward bias through most of Q3. From December 10,
however, the rupee experienced downward pressures,
slipping to a recent low of %63.75 on December 30
on a combination of factors — spillovers from the
Russian currency crisis; month-end purchases by oil
marketing companies; profit booking by FPIs; weak
readings on industrial output, and the relentless
strengthening of the US dollar. By the second week
of January 2015, volatility in the spot market ebbed
and the rupee resumed trading with an appreciating
bias on the resumption of FPI flows, abating of the
Russian currency crisis and a sharp fall in the trade
deficit (Chart IV.7). The ECB's announcement of QE
on January 22 and sustained softening of international
crude oil prices added to the positive sentiment in the
exchange market. In the second week of February 2015,
incoming strong US non-farm payroll data set off a slide
across emerging markets' currency and equity markets.
Range-bound trading with modest gains followed the
dovish comments from the Federal Reserve in March
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Chart IV.7: Rupee-US Dollar Exchange Rate
and Volatility
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regarding the timeframe for raising its policy rate. In
real effective terms, the rupee appreciated over its
level at the end of March 2014 on account of persisting
inflation differentials vis-a-vis trading partners
(Table IV.1).

The forward market also exhibited heightened
activity in Q3, with the six-month forward premium
declining from 8.16 per cent on October 9 to 7.13 per
cent on December 26. In Q4, however, the forward
premia hardened somewhat from the second half of
February on increasing demand.

Table IV.1: Nominal and Real Effective Exchange
Rates: Trade-Based (Base: 2004-05=100)

Item Index Appreciation (+) /
Mar 2015 Depreciation (-) (per cent)
® Mar 2015 over | Mar 2014 over
Mar 2014 Mar 2013
36-currency REER 113.46 9.3 3.9
36-currency NEER 76.85 6.9 -8.6
6-currency REER 125.22 11.9 0.8
6-currency NEER 71.33 7.3 -12.6
%/ US$ (As on March 31) 62.59 2.4 -10.8
Z/Euro (As on March 31) 67.51 24.7 -16.3

P: Provisional.
Note: REER figures are based on Consumer Price Index (Combined).
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Barring soft patches, equity markets rallied
through the second half of 2014-15, scaling all-time
highs. Indian indices were among the better performing
in the world, with significantly attractive valuations
relative to fundamentals and the cross-country EME
experience. Some of these gains were pared during
December 2014 by pessimism triggered by fears of
earlier than expected reversal in the US interest rate
cycle, uncertainty relating to Greece and geo-political
tensions in the Ukraine and the Middle East. Equity
markets, however, started gaining again from the
beginning of January 2015 on resumption of portfolio
investment flows (Chart IV.8). Buoyant sentiment
bounced back with the Reserve Bank's announcement
of a cut in the policy repo rate on January 15, and the
BSE Sensex reached a historic high closing at 29,682 on
January 29, 2015. In the early part of February, equity
markets gave up some gains on concerns following
the results of Delhi elections, weak results reported
by some big corporates, poor Chinese trade data and
decline in European stocks. In the second half of the
month, however, equity markets recovered and gained
strength with the announcement of the Union Budget
2015-16 as also passing of key legislations relating to

Chart IV.8 : Net Foreign Portfolio Investments —
Equity and Debt
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coal, mining and insurance susequently. During March
2015, the stock market eased moderately on global cues.

In the primary market, Qualified Institutional
Placement (QIP) was moderate at ¥41 billion while
equity and debt issues declined to %34 billion during
03. On the other hand, private placements of corporate
bonds and mutual funds spurted to ¥1,240 billion and
%574 billion, respectively. There has already been
some improvement in resource mobilisation in Q4 in
response to investment-friendly measures announced
in the Union Budget 2015-16 and steps taken by the
SEBI to streamline existing regulations relating to public
shareholding of state-owned companies.

In the credit market, subdued activity in the first
half of the year picked up from Q3 as banks shifted their
portfolios towards retail lending, especially housing.
Credit flow to the industrial sector — particularly
to food processing and basic metals — and services,
also improved modestly (Chart IV.9). Reflecting the
generally sluggish demand for credit as also regulatory
requirements relating to the liquidity coverage ratio
(LCR), banks' investments in G-secs, on the other
hand, showed a sharp increase during 2014-15.
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Excess SLR holdings of banks increased significantly
as a consequence. Banks have been rebalancing their
lending portfolio away from sectors in which their
assets are under stress to relatively stress free sectors
such as retail housing and automobiles.

Following the 50 basis points reduction in the
policy rate in Q4, 22 banks have reduced their median
term deposit rates in the range of 7-53 bps while 14
banks reduced their base rates in the range of 10-50 bps.

IV.2. Liquidity Conditions

Broad money (Ma) growth remained low during
03 and Q4. With credit and deposit growth moving
broadly in tandem, liquidity conditions in the system
remained comfortable throughout, barring transient
liquidity mismatches due to frictional factors alluded to
earlier (Chart IV.10). Currency demand started picking
up since O3 with the festival season and drained
some liquidity, but timely liquidity provision by the
Reserve Bank smoothened these short-lived spikes.
The provision of primary liquidity was augmented
by the large expansion in net foreign assets of the
Reserve Bank. Active sterilisation operations, however,
contained the growth of reserve money (Chart IV.11).

Chart IV.9: Sector-wise Bank Credit Flow
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Chart IV.11: Movements in Main Sources of
Reserve Money
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Liquidity conditions improved during Q3 of
2014-15, reflecting a confluence of structural and
frictional factors, barring temporary pressures around
festival days, mid-December advance tax payments
and quarter-end window dressing. In Q4, liquidity
conditions tightened since the second week of January
2015 with cutbacks in government spending, pick-up
in credit demand and seasonal increase in currency
demand. The Reserve Bank's pro-active liquidity
management operations ensured that the call rates
stayed range bound around the policy rate, reducing
day-to-day volatility (Chart IV.12).

In pursuance of the Dr. Urjit R. Patel Committee’s
recommendation to move away from sector-specific
refinance, the export credit refinance (ECR) limit was
reduced in three phases starting June 2014 and finally
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subsumed in the provision of system level liquidity
with effect from February 7, 2015. As a further measure
to facilitate smoother operations, the Reserve Bank
started conducting reverse repo and MSF operations
on all Saturdays, effective February 21, 2015.

Overall, financial markets traded on a bullish note
during the second half of 2014-15 against the backdrop
of improved domestic fundamentals and a global
appetite for risk. The evolution of overall global liquidity
conditions has been conditioned by expectations
relating to high intensity events such as the lift-off of
US interest rates, monetary accommodation elsewhere
and geo-political flashpoints. Liquidity conditions
remained stable and movements in the overnight call
money rate were, by and large, anchored around the
policy repo rate.
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V. External Envivonment

Global economic vecovery remained tepid and divergent
acvoss economies, with most EMEs experiencing slowdown.
While AEs vemain susceptible to the visk of deflation,
inflationary pressuves subsided in key EMEs giving leewmy
for easing monetary policy. Global commodity prices
continue to decline. Financial markets were buoyant but
volatile in pricing in policy developments in major
economies.

In the months following the MPR of September
2014, global economic activity appears to be stabilising,
but with markedly divergent growth profiles between
advanced and emerging economies, and between
commodity exporters and importers. The collapse of
international commodity prices, especially of crude oil,
seems to have reallocated demand across economies.
Monetary policy stances across countries have been
easing, including unconventionally, and market
expectations on the timing of the US monetary policy
normalisation have been pushed back. In response,
there have been large movements in exchange rates
and other asset prices. Reflecting risk appetite and
search for yield, long-term yields have fallen to record
lows amidst heightened volatility in financial markets.
For commodity exporters, however, risk spreads have
widened and currency depreciations have been sizable.
Thus, even though financial conditions are easy and
are being reflected in financial asset prices, the outlook
for global growth remains moderate, held back by still-
weak demand.

V.1. Global Economic Conditions

In the United States, growth has been firming up,
aided by improving labour and housing market
conditions. The sharp appreciation in the US dollar in
recent months could, however, dampen prospects for
exports. In the Euro area, economic conditions remain
weak although some pick-up in Q4 of 2014 and the
early months of 2015 is being observed, supported by
lower crude prices and the depreciation in the euro as
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well as increased bank lending. The contraction of
activity in Japan moderated in the final quarter of 2014,
with mixed signals from higher frequency data in the
beginning of 2015 - consumer confidence and exports
show improvement, but retail sales and industrial
production have contracted.

Most EMEs continue to decelerate due to subdued
external demand, political uncertainties and domestic
supply-side constraints. In China, activity has slowed
over the second half of 2014 and Q1 of 2015 as
investment demand lost pace and the real estate sector
weakened on deleveraging and financial repair among
households and corporations. The Russian economy
slowed sharply due to falling oil prices and Western
sanctions. Contraction continues in Brazil as high
inflation squeezes domestic demand. Falling oil and
commodity prices also weighed on growth prospects
of countries in the Middle East, Eastern Europe and
Latin America (Table V.1).

Overall, although the near-term outlook is
improving slowly, AEs are yet to fully recover from the
after-effects of the global financial crisis. EMEs face the
challenge of addressing persistent negative output gaps

Table V.1: Real GDP Growth (Y-0-Y, Per cent)
| 012014 | 022014 | 03-2014 | 04-2014 | 2015P

Period

Advanced Economies

United States 1.9 2.6 2.7 2.4 3.6
Euro area 1.1 0.8 0.8 0.9 1.2
Japan 2.1 -0.4 -1.4 -0.7 0.6
United Kingdom 2.7 2.9 2.8 3.0 2.7
Canada 2.1 2.6 2.7 2.6 2.3

Emerging Market Economies

China 7.4 7.5 7.3 7.3 6.8
Russia* 0.6 0.7 0.9 0.4 3.0
Brazil* 2.7 -1.2 -0.6 -0.2 0.3
Mexico 0.9 2.8 2.2 2.6 3.2
South Africa 2.1 1.3 1.5 13 2.1
Memo Items: 2014 2015P
World Output 3.3 3.5
World Trade Volume 3.1 3.8

P: Projection,

*not seasonally adjusted
Sources: OECD, IMF and Bloomberg.
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and falling growth potential, which yields a more 2015 so far has warranted successive downward
subdued near-term outlook for them. In fact, the adjustments to forecasts the world over, raising
sluggish global recovery over the course of 2014 and  concerns of ‘secular stagnation’ (Box V.I).

Box V.1: Secular Stagnation: A Post-crisis Concern

Despite ultraaccommodative monetary policies pursued 22 Chart V5.2, Actual and Potential GDP in the US B
for a considerable period, AEs continue to languish, sstimate
raising fears that they may be suffering from secular 1 s
stagnation. The theory of secular stagnation (Hansen, ., 201 200
1930) is Keynesian in emphasising the role of deficient = s
demand evident in a saving glut. Supply-side factors g\ 197 botential GDP

are also at play in stagnating long-run growth - slow < 1a- Estimates

population growth and shrinking working-age labour £

supply; slow technological progress; and low returns e Actual

on human capital (Gordon, 2014). The combination 164

of these forces is driving down AEs to an equilibrium

trap of lower investment and lower potential growth. 107 2008 2005 2010 2011 2012 2013 2014 2015 2016 2017
Thus, the slowdown in AEs is more of a structural Source: Summers (2014a).

phenomenon, rather than a cyclical outcome of the
financial crisis. On the other hand, deleveraging in the ~ the smallest part of the downward trend in potential,

financial sector, balance sheet repair and resolution is ~ Whereas the largest part is associated with reduced

taking its toll on growth in AEs (Chart V.B.1). capital investment, followed closely by reduced labour
input. Similar evidence is discernible in the case of
Chart V.B.1: Projections and Actual Growth for AEs by the IMF ]apan and Europe.

:g Changes in the structure of the economy have
201 also led to a significant shift in the natural balance
g ég . between saving and investment, causing a decline in
5 104 the equilibrium or normal real rate of interest that is
2.0 associated with full employment (King and Low, 2014).
zg This could portend increased vulnerability to financial

e e 6 e e m o W o stability in the future on a global basis.
—J008P  —— 2009P  —— 2010P  ——201Lp These developments suggest that as a long-term
2012 2013P ... 2014.p Actual strategy, employing monetary policy to raise potential
Source: WEO, IMF, Various Issues. output appears to have reached its limits. Raising the

level of demand through regulatory and tax reforms
that would promote private investment, policies that
promote exports and public investments could be a
more effective strategy. Model simulations for the
US suggest that a one per cent increase in the budget
deficit directed at government spending maintained
for five years produces a substantial demand response
even after allowing for labour withdrawal effects (Chart
V.B.3) - the potential multiplier can be quite large - with
Has the future potential of the economy become  areduction in the long-run debt to GDP ratio (Summers,
impaired? Slower total factor productivity accounts for ~ 2014b).

It has been argued that potential output in the US
economy is now 10 per cent below its level in 2007
(Chart VB.2), ie, no progress has been made in
restoring GDP to its potential (Summers, 2014a).
The aggregate employment/population ratio tends
to corroborate this view, even when the working age
population is considered.

(Contd...)
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Chart V.B.3: Expenditure Multiplier, With and Without Hysteresis
4.3+
— with hysteresis
4.49 — without hysteresis
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Source: Summers (2014b).

The jury is still out on whether or not AEs face secular
stagnation. An alternative view is that it is just a
prolonged business cycle, reflection of temporary
headwinds and misguided fiscal contraction (Beckworth,
2014). Understandably, there is no consensus on the
appropriate policy responses: fiscal policy to stimulate
aggregate demand through infrastructure investment;
persistently low interest rates to encourage demand;
structural reforms to address supply side constraints;
technological innovations (Brynjolfsson and McAfee,
2014) or a judicious combination,
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The pace of global trade continues to be weighed
down by both cyclical and structural factors, with world
trade volume growing by only 3.1 per cent in 2014 - well
below the pre-crisis trend (IMF, 2015).! The impact of
the growth slowdown in China, Russia, the Euro area
and Japan on world trade has been significant,
aggravated by weaker activity in some major oil
exporters. Even though world trade growth is expected
to pick up moderately along with improvement in global
output in 2015 (IMF, 2015), risks continue to tilt
downwards, given the subdued conditions characterising
global demand and international commodity prices.
Incoming data on most EMEs show contraction in
exports in the first two months of 2015.

! International Monetary Fund (2015), World Economic Outlook, January
update.
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V.2. Global Inflation Developments

Inflation continues to drift downward in AEs and
many EMEs albeit in varying degrees. Given weak
demand conditions, falling commodity prices has made
deflation a major concern for many AEs. The Euro area
is struggling to emerge out of a deflationary spiral with
CPI inflation of (-)0.1 per cent in March. In the US and
the UK, inflation has been declining since the second
half of 2014, with zero inflation in February in both
countries. For the UK, low food and fuel prices have
been the prime factors for keeping inflation low. In the
US, appreciation of the dollar has also had a
disinflationary effect. In Japan too, CPI inflation has
shrugged off the effects of the hike in the consumption
tax in April 2014 and has steadily fallen to 2.2 per cent,
primarily driven down by falling commodity prices
(Chart V.1a).
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Chart V.1: Global Inflation

a: CPI Inflation (y-o-y) in AEs b: CPI Inflation (y-o-y) in EMEs
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as decline in US rig counts, relatively positive data on
the US economy and disturbances in the Middle East.
Most non-energy prices have also been on a steady
decline. Global food prices continue to slide downward,
underpinned by strong production expectations, robust
inventories, the strong US dollar and limited demand
from major importers like China.

Looking ahead, commodity prices will likely
remain stable as slack in the global economy persists.
Tepid and uneven economic recovery across major
economies could intensify disinflationary pressures.
On the other hand, monetary policy easing measures
undertaken by major central banks should support
demand.
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Sources: World Bank and Petroleum Planning and Analysis Cell (Gol).

V.3. Monetary Policy Stance

Faced by the combination of deflationary/
disinflationary pressures and weak growth, central
banks in both AEs and EMEs have pursued
accommodative monetary policies. In the US, monetary
policy remains highly accommodative with interest
rates close to zero even after the cessation of the Fed's
asset purchases in October. Notwithstanding forward
guidance in March setting the stage for lifting its policy
rate, markets anticipate a relaxed approach from the
Fed in this regard. Facing persistent deflation, the Bank
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of Japan has continued with its target of monetary base
expansion of &0 trillion yen per year. The ECB began
its asset purchase programme since March 2015 which,
in turn, has produced sizable depreciation of the euro
and taken long-term bond yields to new lows. Some
countries have resorted to negative interest rate policy
to counter high real interest rates arising due to
deflationary pressures (Chart V.3a).

Many EMEs have eased their policy stances as
inflationary pressures subsided on weak domestic
demand and the sharp fall in energy prices. China
followed up deposit/lending rate cuts in November
2014 and February with reduction in reserve
requirements in February and other measures to reduce
financing costs. Other EMEs such as Thailand and Korea
have also reduced policy rates in quick succession to
protect their external competitiveness. Turkey and
Indonesia eased their policy rates as the inflation
outlook improved. Stricken severely by the fall in global
oil prices and Western sanctions, Russia cut its policy
rate twice in Q1 of 2015 (January and March). Brazil
has been an exception, relentlessly raising policy rates
up to a six-year high in March; a weakening currency
has further exacerbated already high inflationary
pressures (Chart V.3b).

Yet most policy shifts by central banks have been
apparently driven by the weak economy and exchange
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rate concerns rather than financial stability, implying
competitive devaluations.

VIL.4. International Financial Markets

Financial markets have been volatile since mid-
2014, triggered by data releases in the US and the Fed's
statements on the normalisation of monetary policy.
Political tensions in Europe relating to Greece, lower
oil prices and country-specific events have also
impacted investor sentiment. Unprecedented low
interest rates and compressed risk premia have led to
a precipitous fall in long-term government bond yields
while raising most asset prices to near record highs as
the search for yield pushed investors to riskier assets
(Chart V.4a). Further easing of monetary policy propped
up global equity markets in Q1 of 2015, particularly in
AEs, albeit preceded by bouts of volatility in the second
half of 2014 (Chart V.4b).

Capital flows to EMEs subsided in the second half
of 2014, as growth remained lacklustre. Falling
commodity prices and the shifting trajectory of US
monetary policy heightened risk aversion. However,
portfolio flows to a few EMEs rebounded in Q1 of 2015
following the announcement of the ECB's QE
programme. With markets reading Fed's forward
guidance in its March statement as dovish, volatility
returned in portfolio flows to EMEs and investors

Chart V.3: Interest Rates Across Countries
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Chart V.4: Global Financial Markets
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tended to discriminate against countries with relatively
weaker domestic macroeconomic fundamentals.

The US dollar has gained against major currencies
and most EME currencies. Since end-June 2014, the
dollar index has gained about 20 per cent both in
nominal and real terms against major currencies.

In sum, the uncertainty surrounding near-term
prospects and the underlying drivers of future crude
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oil prices have added a new dimension to the global
growth outlook. While on the upside, lower oil prices
could spur global demand by increasing the purchasing
power of oil importers, on the flipside, oil exporters
could be adversely affected. With divergent monetary
policy stances across major economies, risks related to
shifts in market sentiment and resultant bouts of
volatility in capital flows and currency markets remain
elevated.
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&, 37151 a1 acT EAR UR & 3T bl T &

The Reserve Bank was set up in 1935 when India

was under British rule. But the RBI was certainly not a
British institution, and has been working right from
the outset for Indian economic interests.

It has also nurtured Indian talent. In 1943,
Chintaman Dwarkanath Deshmukh, one of India's
finest financial minds, was appointed as the first Indian
governor of the Reserve Bank. Amongst the problems
he had to confront was how to deal respectfully but
firmly with the debts the colonial power had accumulated
to India during World War IL.

Over the years, the Reserve Bank has been blessed
with a number of such great leaders, a reflection also
of the importance the government places in having a
strong central bank. The list of past governors
and deputy governors reads like a who's who of the
Indian economic establishment, with governors like
Benegal Rama Rau, M. Narasimham, Dr. 1. G. Patel,
Dr. Manmohan Singh, Dr. Rangarajan, Dr. Bimal Jalan,

* Opening remarks by Dr. Raghuram G. Rajan, Governor, Reserve Bank of
India at the inaugural session of Financial Inclusion Conference, held at
Mumbai on April 2, 2015.
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Dr. Y. V. Reddy, and Dr. Subba Rao, ably assisted by
deputy governors such as S. S. Tarapore, Vepa Kamesan,
Dr. Rakesh Mohan, K. Udeshi, Shyamala Gopinath, and
Usha Thorat. The RBI's board has also been superb,
with people like Sir Purshottamdas Thakurdas and Yezdi
Malegam guiding it.

Interestingly, many of the governors were from
the administrative services, with only one, M.
Narasimham, from the RBI itself. Nevertheless, all
understood that the Reserve Bank's role is to safeguard
the monetary and financial stability of the country even
while working towards its financial development. There
has always been a constructive dialogue between the
Government and the Bank, informed by their respective
time horizons and attitudes towards risk. And history
records that successive governments have invariably
appreciated the wisdom of the Reserve Bank's counsel.

Over the years, the Reserve Bank has addressed
many concerns. Inflation control has been foremost —
and the Reserve Bank has done an admirable job over
time, despite the price pressures created by food
shortages, oil prices and wars.

Financial sector development has been another
concern. The RBI's role has included setting up new
institutions, encouraging the use of technology,
developing markets, and expanding financial inclusion.

In the coming year, we will have many new players
in the banking eco-system, such as payments banks,
small finance banks and possibly a postal bank
competing with existing universal banks, regional rural
banks, cooperative banks and a variety of non-bank
finance companies.

The use of technology has also expanded from the
days when accounts were maintained manually in
ledgers and unions called for strikes at the very mention
of the word computers. Today, some banks allow
customers to do all their banking transactions on a
mobile phone, without entering a branch or touching
a pen.
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The Reserve Bank's intent is to create an
ownership neutral, institution neutral, technology
agnostic level competitive arena. For example,
technologies enabling touch-and-go payments will find
use even as banks focus on acquiring and analysing
information and reducing transactions costs as they
compete to extend financial services to all. The RBI's
state-of-the-art payments system will support
technology, even as the RBI strengthens its cyber-

supervision and cyber-security.

We also need deep markets to absorb risks that
stay too often in banks or in corporations. Here too
our track record has been strong. Though many
developing country governments are forced to borrow
only in foreign currency, the Reserve Bank has fostered
a liquid rupee government bond market, where the
government today is able to contemplate issuing 40
year bonds. The rupee is truly becoming international
as foreign institutions queue up to issue rupee
denominated bonds. New products supported by the
RBI, such as the recently introduced interest rate
futures contract, are doing a roaring business on
exchanges.

Our tasks are far from over. The nation has
enormous financing needs in infrastructure, and far
too many of our banks already have too much
exposure. Big corporate infrastructure players have
also taken too much debt. The required national push
to finance infrastructure should not override financial
stability, which is key to national security. Going
forward, we need to develop new sources of risk
capital so that our infrastructure needs can be financed
with moderate amount of debt, even as we help the
system deleverage.

Perhaps the country's most important financial
challenge, which is the theme of the Conference today,
is to bring financial services to every doorstep and to
every small enterprise. The poor are still too far away
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from, or too uncomfortable stepping into, bank
branches.

With government initiatives like Pradhan Mantri
Jan Dhan Yojana and the MUDRA Bank, as well as new
technologies, new institutions, and new processes such
as direct benefits transfers, I am confident that our
country can empower the poor and the small with both
choice and opportunities. The Reserve Bank in turn has
to ensure greater consumer protection and consumer
literacy.

Finally, if the Reserve Bank is respected today, it
is because of the many thousands who have worked
over the years for the Bank, with capability and
dedication. Let me recognise two. Rani Durve, a DGM
in the Bhopal office, has created numerous films, books,
and street plays on themes such as fictitious emails and
excessive interest rates so as to educate and inform the
public. Nirmal Pattnayak, an AGM in the Department
of Information Technology, enabled the pan-India
electronic transfer of funds for government departments
through the national electronic payment systems, thus
overnight making the government one of the largest
users of electronic payments. Both have gone beyond
the ordinary call of duty, but they are only representative
of many others in the Bank.

The RBI is also respected for its integrity. It is a
matter of great pride for me today that when someone
enters our building to persuade us to change a
regulation, they come armed not with money but with
arguments about what is right.

Let me conclude. Strong national institutions are
hard to build. Therefore existing ones should be
nurtured from the outside, and constantly rejuvenated
from the inside, for there are precious few of them. In
the 81 year of this great institution let us rededicate
it to helping the nation secure prosperity and economic
opportunity for all. Thank you for joining us in this
celebration.
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T8l X Fad 3R Article of faith &= & @® o
Conviction & & N& & e &t &, S AR
g &l geerdl 2

# AT  JUHAT S-G9 AT o et 39
I D 3R Thad IRl & TWRPR 7 aF daR T e,
RIS ¥ AT a1, Sl 3 #eg o 4 5 &7 Zero
balance account @reY 3R 317 2fEw R & 3R
@ P 3O §91 DS AR 2 &1 G 2| S arell
T 3FRT B TRIST 98 IR <@l 8, AT W 49T |
ST & a1 & 3R 3814 & &iir| Risk a1 aret
d H5R H WeE I&d 8? arR March ending =&t
g3, A TR SIS H d1? a5 0 MR B TRIa! G
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firdrar TATe TR RAra R $ 3 wem
I T4 § gaEAT @ fewofy
et aifehT 39 o9-g9 & Ao ¥ RIS @ 3R
@ o atara fier & 1 Zero balance s account @re=
@ de- B aIgsig A, 3 14 FRIg @t = Bank account
@ret, 399 41 Percent @ 0 & o foap v o5 =&i-
el qurd § el AT AeC| P& 7 $B 1 1@ TMfee
3R 14 BIR IRIS JYAT 3|1 AT IRIAT| 14 &R
IR [IAT| < HT IRIT Zero balance account @re=
& q1asIE 41 14 Thousand crore Fuam §& H ST a=ar
g, H Jusrar g T 399 98 Wiar @ 3R 98 &
T & |

3R TP & TP dibd THS 3R I 3 3D
PR &, D AAIATIIH YD &, 396 51 79 &
ameet &, A ot I A U 9gd g8 dred &1 &1 g
39! nurture AT TIfEE, 39 WY B & UgTTAT
aTee 3R & war g Banking sector & @it & fere &
98 991 3aTgeal €1 R gowd F 14 713 Bank
account geT T, §H §9Ts & U & cifd 41 Percent
a4 S aRE, a1 # wEear § a1 g R o
inspiration @1 HRUT & EARY 5 AR & foe ar
2R o1 e land mark &= Taper & 3tk & smen sw
1 3 a1t f&=1 §, 3 a1a S & o 5-50 client o ey
T M FRAT, IRA & & 3R &H 79 IHeT H ugd
o, gt Feaman sirar @ o6 5 I example €, aY uger
solve =Y, a1 3¥ ¥ & UA-g¢ &, AT died
example & TRE DI SO &l b 379 AT T&a-
D aTgear & 3R A smavadar & fF gw 39 19
mass @ &9 &Y 310 & I0e? 'Rl fera amr &
a1 few 59 a7 39 foe gaRT Aty @ 817 319
# ar7a € 1o &R I |e™T 981 AEaqUl M & Th
TP AW 3 I f<h ford 96 @ gen &, ar
operational &< 817

TBR F TG A1 a5 & | a A O &
S § & route I & 3T ge aret &1 3 P route |
3N 9 el &, BRA & §1E 7 & 39 [ae Fa1? A
arsrr 21 o gerwar sH-a dren 3R direct
cash transfer &1 sawen 3R 8 &R I8, H Famm §
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o5, # 3 sricer gamar 9 g, Afed it sam 6
political dfsa =T farer o5 fepemTr extra subsidy st
oY | T5r=# cylinder 3 =¥ &ram e, cylinder &= arem
&} BrdT T efesT cheque TedT Tl 319 3 e I
71+ transparency s @18 ST Tl & | dfehT Trawer |
3o 937 reform &1 T & QY IMUe AR T T I T8l
TIT T, 3TST &Y YT & 3R 39 31 # §p o oy o fere
s g1 TiRa @1 fawar & T < & transparency @m= &
S8 T8 fHa 3a ST Jaex A a1 g o 21
T f g v a1 Tz da1 axar @ g9R °, U6 T3
AT &Y 577 T & |

B a1d UHI & fob &A1, 3o g 81 fob 3
¥ # Ta% 2, 7R 3, 6% 4, 7GR 5, 7GR 6, 6% 7,
TER 8, AER 9, AR 10, fova= Y @ g1, 3 g
@ & fere 3muet foea=n Agd usal &1 & dH @
dIRI% PRAT TSl &, 8% IR AT 379! 3T I 4 P
HHAR! &, 39 TeT8 STUP! B &1 AT US| Jae-
o9 U, Tell 98 3id &7 §9 I feT-wR atgdr &ar
&, 3 37T UG B 31T 3aR B 31 U8
3R IR TR ¢ @ exam &, fiR @t gw sna Jta
TR 31T0? &9 39T Sila- &+ &1 ST1aT & 3R! AR 9 @
exam € 3R AR boss & ft e 7@ &1 3O @
BT RIS B §9 ST 97 TG 3T e 2, 6% 3,
3TUHT 6 2, 96X 3, FaR 4 3T algM & fee T
TAT G ST €1 39 RIS @ arge & foe fads &
I HIO B &1 PeT 1 ard € 5 A I foma
g Tl Ue W IET g3 &1 39d SIE §
BT AN 2, 3 g 21 alkom 4 €, 3muss fore
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79 inclusion programme =&, inclusion ¥g®m@
1 @ 3R U6 aR 39 e IR smua e 5
3R Bl 3o <At &, women self-help group @
St aar € §o, 3 399 & =i @ @ interview o
TTSTE, 100 A B T HA AAITSTC, 3T 3UDH Fawd T
women self-help group & 3t AfgeT &, TRIT F TRIS &
ofehT 3R 39T §UaR @1 100 TBUAT ITIH BT & al
HIE P 3TAR EXATST W@ & b AR 100 TUT of
@l 319 <RET gaHl 981 Aad &, 9 aIdhd ol &H I
& Tomra # & N? g3 fovar &, 3/ 3 wdla o=
2 3iR a1 aRoum aga ag1 &1 319 &R S g 9% @
concept 3T e1ax H ¢ 32 & | H @rgar g fp a 3 v
mobile banking & wa & & evolve & FE| 9 <1 H
RIS a7 5 FRIS A T OF BIe-Bic Al & 3 Fa9
el Anl @ AR & & 3R 3 finance & S
Tearf <=d ar average g1 @i @t 17 thousand rupees
& et &t A7et &1 Only 17 thousand rupees, Only 17
thousand rupees & @st & a1 fohT JHR & economy
drive 3% @1 &, b=y Il & AR & @18, GDP #
feperm 321 contribution &% <&T 21

3R I 5-6 TIS AT & | 3T PIS FesTt aTrar &N,
T JTAT &N, IEER STl 8N, B¢ @ &1 3@
1 TIEe? TR BUdT, &1 §sTR BT, UTd TR 0T,
3P PG TN A DI TG ML | Y& @R Il
&, 3R a1 TR JUAT & o aIUeR @I TR 9T SIe,
M @ 6% & ARI IaT ol aF 30 fad R & IR
TBR & B B, 3T INCOME B 2 TR I 20 IR
b o ST 3R <2 @ economy @ drive @R & iR

risk Al &, T ¥R AT A1 2 | 3 a7 37ah foe aa
2, 38 A 29 & o Y AR AT 21 A Wa 5 L,

6 AT T AR 2= &l ITb! dTehd @I | T & 39
W R &IH < Tobd & aa1? 89 SHRT T g

3P AT TERT MGl 33U AT sia=
gfRomms 3T &, 98 RIS I Sirad | gRem & At
2| s1a g intellectual =9 =YsT ¥ convince &l &M,
51d g6 A gART article of faith =i&f &= 3R gy
ASTRI B ge13T @ # ford Fo1Re & &8 @1 §, 39
TIRE & 9@l <@, dd dab inclusion T& programme
§4T, inclusion wa¥Td & g
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Rl & I &d FO% 3EaRT & 0= W) FHR Y T )
TE1 BT Tfee? A gART fooa 51 w=an € o dfn
Jaex & 2T I feen a1 27 IR 4 N o &
PROT HHI-HH ITHT TR D Atad 317 T 21 60 ITeT
& qIC & 31T 80 AT FHT 2 & SIRAISE & a9, TAR
e # 3 smarst 3o Todr @ 6 s &9 suRy dfd
AT & &Y 37 TR TP TohamT o o7 3 7 Pal
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P PRUT THEAT TR B Atad gl mEn? &1 I
T §ART &l &1 Tl &7

# 76 A § T 39 PRUT PI5 db g9 T ?
gn ol A A A & 6 DS o gAR U 3w iR
a1 o To5 9 &R 3 factory &, &9 39 technology
upgrade &= dTrEd &, &4 environment friendly
technology @ aret &, carbon emission &9 a== aTet
A= T €, 89 d & ga-n 4= anfeel &w e 9
& o6 78 2a? R brochure # < Tua & 5 g
carbon emission & IR Tl PN FaT-gaT initiative
Topar, 931 7d =a € aifeT s Tpam st e T
I 50 U5 oW &, gF d% B @ A gH JdRe
carbon emission & foTe & sgd FEi-agr & Hag!
g1 ¢ & &1 o @ ofes g3, Mg d v ar &,
Tfe I &1 €| FT EART T daek 3 <FEu &
timber import &xa &, T TR IgT & | 30K & initiative
o, U 5 AT &1 9 & b gAR <21 § 3T marginal
farmer 8, 3@ TT@T I U6 WA ¥ T Wd &
demarcation # i SaTET SHIE ST &, 3¥H a1 §TS T
a1 8, ga-T wastage &1 HRd 3 <91 A A ST atE
B B fdar R B aTadar 21 399 feen § P
&1 T8l ST & ot &9 dfdeT & gRT initiative o e
1§ ST demarcation @1 3t gFERT border & a&f 3R qH
Ug EMd & a gH gRe g finance @A 3R & Ug
TR AT §9TT 3 T & g9RT partnership
B, gRT 9t @ emal 8Nl 3R IR U e g,
fereR & WU § g9 @ a1 § B ga o &, ar
& Farse T g e =&t gmm?

g9 carbon neutral development & feom & garT
contribution grm 5 &t g 3t o<1 fvamr & B
a1 gafe & se, dfea U @ 8 ar 39a! e,
I A A S wrEar g, § e § e A seRa T8
g, I U3 & wer & iR § v 78 e @t ax g
Togara ther &1 waan & 16 78 & Ioar 272 31k safew
# e g o & Tt o T4r-fire qach sk a8 creative
mind & wrer &9 T gaR & finance @ wawen ax,
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faia TAETH R 9RO Re1d 96 & 999 &
3gaTe 97 § gaEA ot femoty

51195 BIROT a1 v long term stability & e wrrer ax
Th| &H 3 UF 98 Ridl B o ard? ot yeR &
finance inclusion ® immediately gwRT 2 TS W ez
e 81

TS 3N layer income & MR W, I§9-98- &
MR R TR AHISAS dH-aF, J-ga1 & e
guTg I&dT & aifd inclusion ¥ v e parameter &t
3R T@H B STRa & 3R ar & geography inclusion|
31mat ot 221 § 2fge gARY economy &1 3R T &H T
AT Afee| Mar &, FACs 81, FERT &, ToRM
&1, ISR &1, RN &, 3 & redHl BiR agi al
afefes nfafafer fazadt & aife 3 221 & qRa &1 BR,
nfafafer =& &1 g9R financial inclusion 3 model #, 3
<Y & uf¥Hl BR W a1 gARY anfde e, gaR
d% g Jad S HM a3 I & Al 49 @
SO STET UR 3ol 81 HTpicicb HUal Uel g% &, Sel
R 31 KA A & 96 &, H 395 9 &
foe Far dwm? gafae @R geographical inclusion
HIGIIHT &, a1 P ¥ sep & forad Potential 2
oIl 8RT reach =18l €, 8R inclusion # for7 gaR
I 15T & FiE-Fie qad o 3R 3 B Saadn
& 39 IR & R & Tira-fie - & 3R aes
Fazgadr & o5 a1 i a7 ag-wm &2 fo5 Tt wmmeaf
& oifes srawR et = gan @ 3R foom o & &
D RN dibd B TaI Ul U= UedT 2|
T g9 S rawen # district @ 3R v block @y
a1 g9R ur #ftT 2 @ar? o6 9 agl &1 Potential 3 2,
un-potential g &, tap TR & A STl TRBR 3R
dfep srawen fhetax @t o5 3ma raw material & fee
decision & @if3e, 3ma human development resources
¥ fore a1 decision & ifate, 3ma manager skill & fee
@I decision o #ifote, 3T a8t W= energy supply &=
& faw e eifse, s infrastructure & fae @ afate,
banks are ready, &1 Jgl & TRI @I gaet Q|

Inclusion ¥ &=, AR I & fasrad 3o,

g & THaT a1 se7Tp, TooT ¥ dfua @ e
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IegTes w7 § ggHA B fewon

IATH 3 AR parameter §GR & g9R inclusion &
HigA § 3P o4l UTcrReTiud ax? § JHerdT § o 3R
I AT, A 9gd & | ARA P g1 H 3MAS e
B A g&T 21 3 I P g1, 6 1A H Tl & o
3D HaTs Tg H b g 31 & o ueet a1 &1 g
&1 1, 34! a1 IR Ge Bl &1 AT e 20 A1 arel I
IR AT a1€ AT & §T T G¥det 81 STl & | 319 et
g¢ I &, I&T e o T ORI Al ST oo
& & 98 e A1 Ee ¥ g P & oo R ar
e 9T Confidence @ 51=7 & 311X 377st faga # ARaA &
next 10 year & growth rate &t it =raf &1 &) &, I
potential T&r 21

&gz @t second green revolution @R &t sTTE
IR el & a1 fEgzam & gat s ¢l fégwam &
mines 3fR mineral # 37¥t &7+ 3 decision foe €1 3ma
PEUT TR A & Tob Tegea o A &=t 50 &
’%i'l-lld"ll, ro1'1d') U il a1 aﬁ' 159 §4 ?%' %|
BTG 81, FRES &1, IS &1, §e &1, U M54 U
I dIohd & 1 3R I & | FIT & ST Haex &
I @ e 27 fob WS I 99 98 PedT W B
UdhaH § JUMP 3T &, &X ST aIawen & gIRT 98l
JEAT TU? 3R &H §9 a1d & HA1, H a9 g o
yRumm §8d I &1 o 3R a7 g, fawaer a
financial inclusion @& % #e@yUl fem AT E,
foraa da 7 snfds Rerfa & &, 7 wmfos Rafa 3
2 3R 7 & sg@ gag Hhilfoe dRkfwfa @ € sikar
& Knowledge # &% financial partnership &t &2

FAR < P AHFT U1 g3 & T 65 percent
population, 35 & Srd &1 A 35 ¥ I &1 3 population
&, RIS young generation &, 3 ar & skill =nfze
a1 Knowledge =nfee| 31mst St gt institution &, 3=
3@ i 9T BT &, globally competitive &+ o e
TE T TEGH &t &1 /@ & globally competitive
knowledge institution @Tdl & @ AR <1 & HlslaE &
fore a8t ueT Hfe € aaife 396 g 3a= 1 721 21
a1 § v vt mediator &7 wax €2 3 T fee
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arett institution Tt T 817 TS ¥ TRIT B g o a8t
UG SO, B9 WS & | &H §H 3UTsi=l o Jar & aeft
NS 7 &2 TR 1 gean WY fba & o W aReb
IR Uels @)= @ didbd I&dT &, &9 QX7 axar| &
T & T dia wwa & fere benefit a1 aren O ey
geT investment &, Ier §21 financial inclusion & 3R
gafee &9 g4RY education system, gAR students 37
3 institution § T T SR1eT 3R 3D, IR FART
human resource development & arda fra-r sameT
BN, <97 DY 3 aTel It W e B bl T
T | AR FARG TohaTT 3Teel &1 €, 99 g §
TEgwI™ & dmad de aril el &, Tegw™ & dmaa
g arett &, Tegzam o gar tre & ur foam amed
2, fopa= d1a € 397 3eR, 39 dihd o 3MUR &8-
Yo I 78I AT &, 39 drba & fore I Torer & 31awR
g1 Tt

3R drs educational institution world class s=rar
&, 3 7eg o, student e & fae ST TrEan 7, 96
e aR AR # fawar feermar g il 319 a6 & mad
ST NPA &1 394 &, 390 41 U1 &g 3H9a &
E, G W R HIfoe| 37 & Alsias ug-urs
@ter &, dterer afe- 9T §8d 3 g¢ 3R gafae
&9 financial inclusion ve T&T 8T Al ¥ AaR & U
top class, high qualified man power R @R d& qRT
chain &1 g? # Fw=Ie § b v aga a1 role ax
T & 3R v fawag 3R 79 § &1 Make in India, #
Make in India @t foreaR & 3= aTct =78l & arean & |
T RTSH H 61 & ATe |raT S1e | & 3715 TRAI3TS
& 80 ATT FHT 32 & | 37TST &H Hhed X A & FaT?
T et ARG @ 31 &ART currency BT, 3 currency
1 BrTsT 4 Indian & 3R Ink Y Indian gr | v
T8 T Iopar, o1 e 7 @R & faw sa @
oo, ) faeeh hTsT IR 396! AR BUd! 32, a1 SN
a1 & F? T AR 39 B U U IAHR TR 82
@ compel fovar e T 3 Shagt e &, e =
&, Smafe 3 amsh e 7, S gf+ar  technology
@3 3R §ART currency ARI AT, TS fEgRa!
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faia TAETH R 9RO Re1d 96 & 999 &
3gaTe 97 § gaEA ot femoty

BT AIEE, 36 1 fegwam gt arfee 3R # arEar §
5 IRAISTE 39 10 & FHSIAR & U g &, I
Make in India T @€l & 370 & & i

# A € T &9 39 el @ ax Fad &, offed
# 3 f aar € 6 w1 3a et ugan &, 399 3
|ad! 9gd AEH &, 34 institutions & g drme @
gk ar g €, & aan € o5 idea fobam & @R ot
T &7 3R institutional frame dTedeR & & o IR
foar a7 T& S & silk gafere institutional strengthen
21, RS & 7R 3R B §¢? Sfhr Jaex A
AT TRAT BN F¢? TH! HRATC 394 39 § ATHAaR
B g7 TS S @ Aead arbaa] N, ad
T § fofar &= @1 &, ultimately 2ot @ @ @9
qTe & | ST T8 & T T ot g9mT & AR a9
o Tnfee, <wr, 3o f5 values @ WieR frar &
3 values & AR T 3R < 3 M| I #:T
Toeara € 3R 39 919 B & TR §FD! T AT

&9 U BIeT 9 initiative feram 2faw 221 &t dred
cRae| F-FH &9 30 STl B Y Wl BE od
&, AR I 3TN 2| & U & dHI-PM1 H U a1
g% ot oY o5 98 i @ afford et &, g @t 3 gas
subsidy =& o=t Tnfge| 3@ S o O, @Y P WRAR I
500 B FHe arel &, = 6l I8 I oifeh e el
o, U T & IR, &I e 7| FEST W9 & g
qrai-gral # daT, {9 @&t publically w0 & &t F&T o
IR # &= a1, § woga § &RM a1, 2 a’g a3
voluntarily 3ma=it gas subsidy surrender @< &' ®i-
HHEI R 1d UgdT, I d@aR $ H]T [9ard g¢r ar H
3y officially #9 fwer g launch fosar & s wig
afford @=ar €, 3=I= gas subsidy @ surrender @
fee 3R TR B ]7eT subsidy FamaR & fasiky
IR P8I &, TR ]2 I & o5 317 3R v Fetex
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Brsd &, a # ot Feist 39 R & &1 arean , forem
AP BT JeaT & 3R F5rmags ot pollution grar & silk
foTIh HRUT 390 gadi @ g€ H UeHT Usdl & 3R
TR 1 R & sar g | # financial inclusion @t 318 ara
ol & da 3y fore i facisr o 81, a1 39 TR &
TR H FetsR SE 1feh 3 Afgel B ciebs! STeliebR &b e
# 30 STt @Y UTeH B Aled | 3T | g Ia1ge 3 JaT
&l & Far?

# fowa =1 g & eAR ¥4 9% 3o |/
FHARAT P fagarg & o, vh-u 9 resolve &
BAR §% & 20 EoIR HHARI &, &F subsidy B8 &,
IR industrial house decide % T gaR T=T 371 5 8K
employee &, &1 subsidy ®rs < 3R g9 gaad A
T8 & ar industry 3o & 2, o & =@ arEan
voluntarily <= anfs &7, & @ @ | 3R fégea #
&9 U s o 3 1 Tgeisx & subsidy ®rs & ga-t
dTehd IGd &1 U RIS TRIT URaART & STeT ddbe! &
qeeT et &, Tormass sRor sima ded €, T aron
carbon emission grar €, T HRUT TRIT & I B
€¢ # g gsan g, financial inclusion &= Bt st
UG BT &1 U 3ERT ¥, 30 IGER o, I
vision & & Fwa g 81 # TR v IR 319 Faa agd
AR &, {9 st wwa o feran|

afeT g fogar & 49 vgal & F@T AT MW A
software 7&f &, ¥ 59 &3 & I8 g ofen # o
fRredr & dar gan €, Ria #9 <= @ 3R e &
RIS ¥ aTex e o arad &1 &g hand holding @t
Maeaddr &, 2vst =1 hand holding @== &t ard,
fo T & U 2| 31ST &9 99 FHaex & aw @
RIS & b B & 3T @, financial inclusion &
3 mission & 3T §¢

Y 39 TP TEI-TET YHBHA & | Iarg|
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Spillovers from Unconventional
Monetary Policy — Lessons for
Emerging Markets*

Christine Lagarde

Introduction
Good afternoon, Ladies and Gentlemen.

Governor Rajan, thank you for your generous
introduction, and for inviting me to speak before this
distinguished audience today.

It is indeed a privilege to share the stage with Dr.
Rajan, one of the world's most highly regarded financial
economists, one whom the Fund is fortunate enough
to have had as its Economic Counselor. Dr. Rajan
certainly has been very busy since he took over as
Governor of the RBI in September 2013. He has deftly
steered the Indian economy to safer waters after it was
hit by the market turmoil following the 'taper tantrum’
episode of mid-2013 - a point I will come back to shortly.

More recently, India has introduced flexible
inflation targeting as the new regime for conducting
monetary policy — a very welcome step.

As India's monetary policy rests in good hands,
let me talk about a topic that I know has been as
important a concern for this central bank - as it has
been for your colleagues in other emerging market
countries. lam referring, of course, to the unconventional
monetary easing in the large advanced economies
following the global financial crisis.

We are perhaps approaching the point where, for
the first time since 2006, the United States will raise
short term interest rates later this year, as the first
country to start the process of normalising its monetary
policy. Even if this process is well managed, the likely

* Christine Lagarde, IMF Managing Director at Reserve Bank of India, March
17, 2015.
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volatility in financial markets could give rise to potential

stability risks.

Let us think today about the risks of such
monetary policy 'spillovers’ — as we have called them
—and what can be done to minimise their potentially
adverse consequences.

1. State of the Global Economy and Challenges

It is best to begin this discussion by placing it into
the context of current global developments, and the
risks that the world economy is still facing.

Global growth is still fragile and uneven. Despite
a boost to global growth from a decline in oil prices, we
now expect the world economy to grow by about 3.5
per cent this year, picking up modestly next year to 3.7
per cent.

The outlook differs significantly across countries
and regions. In advanced economies, growth has
rebounded in the United States and the United
Kingdom and is expected to remain above trend in the
near term, but activity is strengthening only gradually.

By contrast, in the euro area and Japan, domestic
demand, especially credit to private sector and
investment, has yet to recover fully.

In emerging markets and developing countries,
growth is projected to pick up from less than 4.5 per
cent this year to a little more next year, but it will vary
widely across countries as well.

Among the emerging markets, India is shining
brightly. No doubt India has seen a windfall gain from
a sharp drop in oil prices — as have other oil importing
countries. More importantly, however, India is reaping
the benefits of good policies and policy announcements.

My meetings with Prime Minister Mr. Modi and
Finance Minister Mr. Jaitley yesterday have left me
strongly convinced that the new government is
skillfully shifting the focus to good macroeconomic
management, clean and efficient government, and
inclusive development. This has raised business
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confidence and hopes for all levels of Indian society,
and is borne out by the latest GDP statistics which
suggest a strong pace of economic activity this year and
next.

Challenges

Yet many challenges lie ahead for the global
economy, of which two are particularly relevant for
India.

The first challenge is the recent strengthening of
the US dollar that has resulted from the relatively strong
US recovery combined with the divergence of monetary
policy paths in advanced economies. This has put
pressure on countries whose exchange rate regimes are
linked to the dollar but yet conduct a substantial share
of their external trade in other currencies, as well as
on sovereigns who have borrowed in foreign currency
heavily.

The appreciation of the US dollar is also putting
pressure on balance sheets of banks, firms, and
households that borrow in dollars but have assets or
earnings in other currencies. India's corporate sector,
which has borrowed heavily in foreign currency, is not
immune to this vulnerability. Corporate sector debt has
risen very rapidly, nearly doubling in the last 5 years
to about US$120 billion.

The second challenge, and here we come to the
main theme of my remarks, is the prospective
normalisation of monetary policy in the United States
and its spillovers to emerging markets. The risk of
financial market and capital flow volatility, along with
sudden increases in interest rate spreads, remains a
real possibility as US interest rates begin to rise.

Let us look at this topic in some detail.

2. Spillovers from Unconventional Monetary Policies
— Lessons for Emerging Markets

Unconventional monetary policies — including
large purchases of government debt — has been used to
provide policy accommodation in advanced economies
since the 2007 global financial crisis. These policies
have had both positive and negative spillovers.
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Spillovers from Unconventional Monetary Policy —
Lessons for Emerging Markets

Unconventional monetary policies helped avoid
a financial market meltdown in the initial stages of the
crisis, and later supported a recovery in advanced
economies and elsewhere. I am convinced that these
policies were necessary to avert a 1930's style global
depression. To that extent, the unconventional
monetary policies have had strong positive
spillovers for the global economy, and by implication
for India and other emerging markets.

However, it is also true that these policies led to
a build-up of risks in this part of the world. Between
2009 and the end of 2012, emerging markets received
about US$ 4% trillion of gross capital inflows,
representing roughly one half of global capital flows.
Such inflows were concentrated in a group of large
countries, including India, which received about US$
470 billion.

As a consequence, bond and equity prices
rallied, and currencies strengthened. Recent work by
Fund staff suggests that spillovers to asset prices and
capital flows in emerging market economies from
expansionary unconventional monetary policies were
even greater than from earlier conventional policies.

The danger is that vulnerabilities that build up
during a period of very accommodative monetary policy
can unwind suddenly when such policy is reversed,
creating substantial market volatility.

We already got a taste of it during the ‘taper
tantrum’ episode in May and June of 2013, when most
emerging market economies suffered indiscriminate
capital outflows. India was also affected.

I am afraid this may not be a one-off episode.
This is so, because the timing of interest rate lift-off
and the pace of subsequent rate increases can still
surprise markets.

As economic conditions improve in at least some
advanced economies, portfolio rebalancing out of
emerging market economies can be expected, and some
volatility cannot be ruled out. Emerging markets need
to prepare in advance to deal with this uncertainty.
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Lessons for the international community and emerging
markets

There are many important lessons we have already
learnt from the 'taper tantrum’' episode that I would
like to share with you.

First and foremost, advanced economies can
help. Clear and effective communication of policy
intentions can reduce the risk of creating very large
market volatility. While admittedly it is a difficult task,
I would also agree that there is scope for greater
international policy cooperation to minimise the
negative spillovers.

Second, emerging markets need to prepare well
in advance. Evidence from our research suggests that
emerging markets that had already addressed their
economic vulnerabilities before the taper tantrum,
fared better during episodes of market volatility.

In particular, higher GDP growth, stronger external
current account positions, lower inflation, and more
liquid financial markets helped dampen market
volatility. In addition, more resilient financial sectors
contained the effects of such volatility. The reforms
initiated here in India are, therefore, going in the right
direction, are very timely, but will also need to be
pursued with the utmost speed.

Third, if market volatility materialises, central
banks need to be ready to act. Temporary — though
aggressive — domestic liquidity support to certain
sectors or markets may be necessary, along with
targeted foreign exchange interventions. Moreover,
cross-country foreign currency swaps lines have proven
helpful in enabling necessary access to foreign exchange
liquidity at times of market stress.

There are a few examples where good
fundamentals, as well as decisive and swift policy
responses, helped countries reduce, and cope with,
market volatility. Think of Korea, which improved the
resilience of its financial sector with measures that
reduced banks’ short term external debt by half - to 27
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per cent — between 2008 and 2013. Other countries
such as Brazil, Uruguay, and Indonesia used some form
of capital flow management measures to discourage
short term inflows and thus, decrease the build-up of
risks. Peru intervened directly, though temporarily, in
the foreign exchange market to limit excessive volatility.

Here in India too, the RBI took decisive
action during and after the taper tantrum episode. It
provided foreign currency liquidity support to key
sectors, allowed the rupee to depreciate, and provided
judicious foreign exchange interventions to minimise
disruptive movements in the rupee. The RBI also
arrested the surge in gold imports, narrowed its current
account deficits sharply, and started to rebuild foreign
exchange reserves.

So I am very pleased to say that, in a very short
time span, India successfully contained its domestic
and external vulnerabilities more than in many other
emerging economies.

Does this mean the work is done? Well, you would
be surprised if I answered 'yes' to this question.

3. Rethinking Financial Development

Indeed, there is more work to be done. Apart from
short term policy responses to deal with acute economic
crises, it is equally important to continue building a safe
and inclusive financial system — which will serve well
in good times in supporting broad based growth and
provide an effective buffer in bad times in ensuring
financial stability.

But there are questions about the extent and speed
with which financial development should be pursued.
The experience of advanced economies has shown the
dangers that can arise from oversized financial systems.

IMF economists have done some work on
rethinking financial development and its implications
for stability and growth in emerging markets. This work
is still being finalised and will be published in the next
month or so. Allow me to share with you a few
encouraging findings.
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First, there are many benefits still to be reaped
from further financial development in most emerging
markets, including India. By financial development, I
mean greater depth and efficiency of institutions and
markets, as well as higher access of all its citizens to
banks and financial instruments.

The RBI has taken several encouraging steps. By
allowing for a greater role for the private sector in
India's public sector banks, there will undoubtedly be
a striking increase in efficiency in the banking sector.
Moreover, Prime Minister Mr. Modi's commitment to
broadening access to formal finance to all segments of
the population through the ambitious Jan Dhan
Yojanais impressive, and so are the results which were
achieved in just a few months.

The second and related finding of the IMF study
is that when it comes to financial deepening, there are
speed limits! When done too fast, deepening financial
institutions can lead to more instability, both economic
and financial. It encourages greater risk-taking and
higher leverage, particularly when poorly regulated and
supervised.

This puts a premium on developing good
institutions and regulatory frameworks,

India’s record in promoting good practices has
been positive in recent times. It is making progress
toward addressing bad loans in public sector banks,
and in developing a sound regulatory and supervisory
regime for banks, insurance and securities market.

Best international practices are also being adopted.
For example, India is well ahead of many countries in
implementing Basel III standards. The government's
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recent announcement to introduce legislation on a new
Indian Financial Code, which will simplify and revamp
India's financial regulatory architecture, is a
revolutionary step.

The third finding of the IMF study relates
to potential tradeoffs of financial regulations. One
view is that tighter and more regulations to help
safeguard financial stability can hamper financial
development.

The IMF study provides a new angle. It finds that,
among a large number of regulatory principles, there
is a small subset that is truly critical for financial
development as well as for financial stability. Some
examples include regulations related to capital buffers,
non-performing loans, financial disclosures and
compensation. And, it is essentially the same small
subset that matters for both!

In other words, there is very little or no conflict
between promoting financial stability and financial
development if you choose the right regulations to
focus on.

On this note, let me conclude.
4. Conclusion

I am fascinated by the vibrance I see wherever I
go in India. I see hope in the eyes of the small sellers
by the street side. I see dreams in the eyes of young
people, and there are so many young people! But above
all, I see change, change for the better.

The world is looking to India to lead the path to
higher, sustainable, and inclusive growth.

Thank you.
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Recent Policy initiatives in
Credit Information Sharing*

R. Gandh

Shri M. V. Nair, Chairman, CIBIL; Ms. Arundhati
Bhattacharya, Chairman, SBI; Shri T.M. Bhasin,
Chairman, IBA; Shri Arun Thukral, Managing Director,
CIBIL; delegates to the Conference; ladies and
gentlemen! It is a pleasure for me to be present here
this morning to deliver the keynote address at the
Seventh Annual CIBIL TransUnion Credit Information
Conference.

Background

2. Consequent to the recommendations of the
"Working Group to explore the possibilities of setting
up a Credit Information Bureau in India' (Chairman:
N. H. Siddiqui), set up by the Reserve Bank in 1999, in
which I had the privilege of being a member, credit
information companies (CIC) were established — CIBIL
was the first to come on the scene and the Credit
Information Companies (Regulation) Act (CICRA) was
enacted in 2005.

3.  Byearly 2013, Credit Information industry in India
had seen more than ten years of operation of CIBIL and
more than three years of operation by the other three
Credit Information Companies (CICs). There was,
however, a need to strengthen the infrastructure for
credit information sharing involving credit institutions
and the CICs. Particular areas where changes were
considered necessary included increasing depth and
width of the credit information, harmonising the
reporting formats across CICs, rationalising the
classification of accounts and their nomenclature based
on payment history, and putting in place best practices
for CICs and credit institutions. Against this backdrop,
the RBI in March 2013 constituted a Committee under

" Keynote Address delivered by Shri R. Gandhi, Deputy Governor, Reserve
Bank of India on March 3, 2015 at Seventh Annual CIBIL TransUnion Credit
Information Conference, Hotel Trident, Mumbai. Assistance provided by
Shri Rajesh Jai Kanth is gratefully acknowledged.
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the chairmanship of Shri Aditya Puri, MD, HDFC Bank
to examine reporting formats used by CICs and other
related issues. The Committee submitted its report on
January 31, 2014.

Recent policy initiatives

4. Based on the Aditya Puri Committee
recommendations, a number of policy instructions have
been issued by the RBI.

a) Major policy changes made vide the guidelines
on June 27, 2014 are as follows:

i. data formats for reporting corporate,
consumer and MFI data by all credit
institutions have been standardised
thereby streamlining the process of data
submission by credit institutions to CICs

ii. a Technical Working Group comprising of
representatives from various categories of
banks, CICs, NBFCs, HFCs, IBA and MFIN
has been constituted to institutionalise a
continuing mechanism for reviewing /
modifying data formats, and

iii. certain best practices for credit institutions
and CICs have been prescribed to improve
the working of the credit institutions and
CICs and redressal of consumer complaints.

b) Further, the banks and All-India notified
financial institutions have been instructed to
report non-suit filed accounts in respect of
wilful defaulters 25 lakh and above) and
defaulters 1 crore and above) to the CICs for
the period ending December 31, 2014. CICs
will disseminate this information to all the
stakeholders.

¢) In terms of Section 15 of CICRA, every credit
institution has to become member of at least
one CIC. Since four CICs are functional, there
is the consequent issue of data existing in
silos. As of now, when enquiry is made with
one CIC about a certain borrower or prospective
borrower, only the information that has been
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provided to the CIC by its own members would
be available at that CIC. The information from
the credit institutions from whom the
borrower may have availed a credit facility but
who are not members of that particular CIC
may not be included in the credit information.
To mitigate this problem, all credit Institutions
have been directed on January 15, 2015 to
become members of all the CICs and submit
current and historical data to them. CICs and
credit institutions have been also directed to
keep the credit information collected and
maintained by them, updated regularly on a
monthly basis or at such shorter intervals as
may be mutually agreed upon between them.
To help credit institutions make transition
from one / two bureau membership to all
bureau membership, the one-time membership
fee charged by the CICs, for ClIs to become their
members, shall not exceed ¥ 10,000 each. The
annual fees charged by the CICs to Cls shall
not exceed ¥ 5000 each.

Work in progress

5. Though we have implemented most of the
recommendations of the Aditya Puri Committee, let
me mention a few recommendations of the committee,
still being examined in the RBI:

a. Introducing a Common Credit Information
Report on the lines of the tri-bureau report
available in the USA, in consultation with all
CICs and in a manner customised to the credit
information infrastructure existing in the
country.

b. Including information relating to Commercial
Paper in the data format of CICs for collecting
credit information from credit institutions.

¢. Reporting information on derivatives of clients
e.g., unhedged foreign currency exposures by
credit institutions in the commercial data
format.

d. Examining pricing related aspects of Credit
Information Reports and providing on an
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annual basis a base level consumer CIR free of
cost to each customer of a credit institution
by each CIC.

e. Evolving a suitable mechanism for providing
a fast and cheap redressal of customer
grievances vis-a-vis CICs, including expanding
the scope of the Banking Ombudsman Scheme.

f. NBFCs, UCBs, RRBs, SFCs, HFCs may also report
data on wilful default to all the CICs.

Benefits of Access to Credit Information

6. Global Financial Development Report! inter alia
states, 'ensuring equitable and transparent access to
credit information allows customers to use their credit
histories as reputational collateral, strengthens credit
market competition, and enhances access to finance'.
In this context, let me highlight the major benefits of
credit information for the different stake holders in
the system:

a. Consumers — Credit information empowers
consumers to obtain loan products based on
their credit history and promote them to
maintain credit discipline and repay debts
timely. Competition in the credit market is
enhanced as even positive information on
borrowers becomes available to other lenders
thereby benefiting the deserving and better
borrowers to obtain loans on easier terms and
lower interest rates.

b. Credit Institutions - Information sharing
assists in screening of borrowers as well as
monitoring of credit risks. This reduces cost
of intermediation and allows credit institutions
to effectively price, target, and monitor loans.
It facilitates realistic, transparent and judicious
risk based lending. By leveraging information
from CICs, lenders can obtain a holistic
overview of their customer relationships. At
present, different product offerings of CICs

! Global Financial Development Report 2014: Financial Inclusion.

Washington, DC: World Bank.
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viz., credit information report, credit score,
watch lists, alerts and triggers, portfolio
reviews, are increasingly being used by the
lenders to improve their portfolio quality,
control NPAs and increase profitability. These
solutions enable risk mitigation and optimise
performance at every stage of the customer
lifecycle- acquisition, portfolio management,
collections and recoveries.

c. Economy - Risk based pricing environment
would improve transparency and soundness
in the lending process. Borrowers with a good
credit history will be rewarded for their
discipline while delinquent borrowers will no
longer be subsidised by lower-risk consumers.
In the aggregate, lending is increased, leading
to greater economic growth, rising productivity
and greater financial inclusion. Reduction of
default rates and average interest rates,
facilitated by increased credit information
sharing, leads to increased lending. Research
has shown that sharing of credit information
results in deepening of credit markets.
Borrowers are incentivised to maintain a good
credit record, thus leading to a reduction of
NPAs, better quality of credit portfolio, higher
capital adequacy ratios and consequently
increased lending by credit institutions.

d. Bank supervisors — By accessing credit
information from CICs, supervisors can assess
and monitor build-up of systemic risks more
effectively, especially regarding high exposure
to certain sensitive sectors by highly
interconnected and systemically important
financial institutions.

7. The scope of 'credit information’ is really very
vast; much larger than what the CICs in India are
actually collecting and disseminating. I would like to
describe about a few initiatives in this area, initiatives
taken by entities other than the CICs.
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Central Repository of Information on Large Credits
(CRILC)

8.  Firstis the CRILC. Last year, the Reserve Bank has
set up a Central Repository of Information on Large
Credits (CRILC) in order to collect, store and disseminate
information on large credits X 50 million and above)
of banks, systemically important non-banking financial
companies (NBFC-SI) and NBFC-Factors. The avowed
objectives of the CRILC includes reduction of
information asymmetry for improved credit risk
assessment and improve recovery climate. Although
the CRILC has been set up essentially to help banks
and other financial institutions in improving their
credit administration, it is also expected to provide vital
inputs in supervisory risk assessment in terms of build-
up of risk concentration and emerging asset quality
related vulnerabilities.

9. Iwould like to be candid here. Ideally, the CRILC
should have been thought about and built by the CICs.
The fact that we as the regulator had to take this step
indicates that the credit information industry needs to
develop much more. It is also a pity that our credit
institutions do not feel the necessity to voluntarily
share credit information among themselves through,
of course, the CICs, when they all do want to receive,
from the CICs, credit information about their
constituents — whether current or prospective. I look
forward to the CICs themselves building and managing
such a repository going forward.

Central Registry of Securitisation Asset Reconstruction
and Security Interest of India (CERSAI)

10. Another related development is CERSAI.
Transactions relating to securitisation and reconstruction
of financial assets and those relating to mortgage by
deposit of title deeds to secure any loan or advances
granted by banks and financial institutions as defined
under the SARFAESI Act are to be registered in the
Central Registry. All NBFCs have also been advised to
file and register the records of all equitable mortgages
created in their favour with the Central Registry. Under
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the Factoring Act, 2011, every factor is under obligation
to file the particulars of every transaction of assignment
of receivables in his favour with the Central Registry.

11. The records maintained by the Central Registry
can be searched by any lender or any other person
desirous of dealing in property on payment of fees
prescribed under the Securitisation and Reconstruction
of Financial Assets and Enforcement of Security Interest
(Central Registry) Rules, 2011.

12. Availability of such records would prevent frauds
involving multiple lending against the security of same
property as well as fraudulent sale of property without
disclosing the security interest over such property.
While the Central Registry addresses the encumbrance
status of a property, at present Central Registry is not
able to check the genuineness of the title of a property.
With land being a state subject governed by respective
state laws, there is a need for the Central Registry to
enter into arrangements with the state registries for
information sharing. This will be beneficial for the
Central Registry, State governments and the lenders by
way of providing information on the existence of the
property and genuineness of the title.

Challenges facing Credit Information sharing

13. Data Quality: The efficiency and effectiveness of
any credit bureau depends on the quality of data
collected in its database. We have time and again issued
circulars for submission of timely, accurate and error
free data to the bureau. However, it is learnt that the
data submitted to the CICs by member credit institutions
is not regular or accurate. There are many instances of
junk values, incorrect data and incomplete identifier
field information being submitted to the bureaus. It
becomes imperative for credit institutions to ensure
the quality and timeliness of data submitted to the
CICs.

14. Consumer education and awareness: It is vital
for consumers to understand the importance of
maintaining financial discipline and paying their loan
EMIs and credit card dues regularly. CICs have an
important role to play in this regard. Increased
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awareness by individuals, SMEs and MFI borrowers
on consequences of default in repayment of loans
leading to lowering of their credit scores and possibly
denial of new loans would lead to better credit
discipline and also prevent deterioration in the asset
quality of banks. I am aware that CIBIL and other CICs
are working on several consumer education programs
to drive awareness amongst consumers on concepts
relate to credit information. I also understand that
CICs have been partnering with the consumer
education cells of banks and other credit institutions.
This partnership will be highly effective in reaching
out to consumers across geographies and sensitising
them on the necessity of maintaining good credit
discipline. I would like to urge the CICs that such an
awareness campaign needs to be specifically focussed
on new generation, even before they enter into a credit
relationship, about the long lasting effect and
consequences of credit history. In terms of developing
a credit culture amongst the future generation, the
most important financial product is the education loan.
With an NPA percentage of over 7.54 per cent (for loans
below T 4 lakh) as on 31st March 2014, it is clear that
the borrowers are oblivious of the consequences of
non- repayment on their credit track record. Can the
CICs and banks look at a 'catch 'em young' policy for
credit counselling and developing a credit culture? Can
the CICs provide a periodic non-chargeable credit
report to the student loanees?

15. Speedier and transparent dispute resolution
mechanism: Good customer service through speedier
and transparent dispute resolution mechanism has
been the thrust of the Reserve Bank. Of late, we have
been receiving many disputes from consumers related
to their credit information reports. I would urge CIBIL
and other CICs to invest in processes and technologies
for speedier resolution of customer disputes. Another
aspect about these disputes actually relates to the
banks. These disputes are related to non-updation of
data and/ or incorrect submission of data by member
banks. In many of these cases, the CIC has not been
able to receive timely response from the banks even
after following up regularly. This causes significant
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delay in redressing the customers' disputes. Therefore,
I would remind the credit institutions to put in place
a proper system for consumer complaint redressal at
their end as well.

16. Reporting of data on corporates including MSME
borrowers: While the CICs have a rich database in
respect of consumer segment i.e. retail borrowers, they
have largely neglected the corporates including MSME
borrowers. I have already stated that vide our guidelines
dated June 27, 2014 we had advised the CICs to collect
and provide credit data in respect of this segment but
the process has been rather tardy in this regard.
However, I am happy to learn that CIBIL has made some
progress on this count. I believe CIBIL today has 20
million records in respect of corporates. I would urge
the various lending institutions to furnish data in
respect of their corporate borrowers to the CICs and
start utilising the various solutions such as commercial
triggers that CICs presently offer to mitigate the risks
associated with changes in credit profile in commercial
lending.

17. Bridging Asymmetry of Information: MSME units
in general, and Micro units among them in particular
lack adequate information about credit reporting
process and the consequences thereof. It is essential
that lending organisations build structured pre-credit
counselling sessions to Micro borrowers educating
them about the long term consequences of non-
repayment & default. Counselling currently is provided
only when the account is NPA or near NPA. This has to
be done at the time of sanctioning the loan. This may
also give the borrower an opportunity to review
whether the quantum sought for is in excess of
repayment capacity. 90 per cent of the micro units have
no access to organised credit. They are dependent on
a plethora of diversified last mile sources for their
financing. This would involve MFIs, NBFCS, PACs,
Money lenders (both registered and un- registered) etc.
Can the credit information companies be innovative
enough to bring this credit history also into the ambit
of credit reporting?
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Further Ideas

18. While India has fallen by 2 ranks from 140 in 2014
to 142 in 2015 in the ease of Doing Business Rank?, in
respect of depth of credit information, it performs quite
high scoring 7 out of a total of 8 score. Where we did
not score was, in respect of our retailers / utilities
companies not distributing the data to the CICs.

19. Potential benefits of including electric and telecom
data in the database of CICs are:

a. Positive data from telecom companies and
electric utilities would help in assessing credit
worthiness of small and medium borrowers
in rural, hilly and tribal areas presently not
having access to banking credit and thereby
extend penetration of banking in India.

b. Alternate data also improves the performance
of analytical models that help lenders better
predict the 'ability to pay', as a means of
guarding against consumer over-indebtedness.

c. Globally, electric utilities and telecom
companies that report payment records to
credit bureaus have evidenced improved
consumer payment behavior with regard to

their bills.

d. Would help in widening and deepening the
database of CICs on individuals for the
purpose of 'Know your customers’ verification
by financial institutions.

20. FICCI, BCG and IBA in their paper on Digital
Banking’ have inter alia stated that introduction of
periodic utility bill payments (electricity, telecom) and
periodic insurance premium payments information
into information bureau records would increase the
bureau coverage from current 20 per cent to almost 70
per cent and would be a major boost to credit eligibility
of low ticket borrowers who are largely self-employed
or in the unorganised sector. The Reserve Bank has

2 Doing Business 2015, World Bank.

3 Digital Banking — Opportunity for extraordinary gains in reach, service
and productivity in the next 5 years, September 2014.
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introduced positive data sharing in India which allows
good repayment behaviour in one product to be of use
in predicting behaviour of the consumer in other areas.
Telecom / Utilities positive data is hence likely to help
support making credit worthiness decisions on the
segment of the population that does not have access
to banking credit.

21. The Committee on Comprehensive Financial
Services for Small Businesses and Low Income
Households (Chairman: Dr. Nachiket Mor) has
recommended that the Reserve Bank should constitute
a Working Group involving the various stake holders
such as TRAI, CERC and CICs to develop a framework
for sharing of data between telecom companies,
electrical utilities, and credit information companies.
The underlying acts, rules and regulations governing
credit information companies, electric and telecom
sectors need to be examined to make suitable legislative
and regulatory changes for this purpose. We, in
consultation with various stakeholders, are examining
the feasibility of incorporating alternative data sources,
viz., electric and telecom data of consumers, within the
purview of credit information.

22. Another area which requires attention is the need
for populating member level data of Self Help Groups
(SHGs) and Joint Liability Groups (JLGs) in the database
of CICs. Aditya Puri Committee deliberating on this
issue considered the practical problems faced by banks
in gathering individual borrower level information of
SHGs as loans under the SHG Bank Linkage Program
was given by the banks directly to the SHGs and not
individually to its members. The disbursement of loan
funds is done at a member level only within a SHG (by
the SHG internally) and the respective quantum / tenors
of the same is decided by the group, from time to time.
This financial flexibility provided to the group is an
inherent feature of the SHG structure. However, the
Committee has emphasised that to assess the ability
of individual members to repay, it is necessary to
consider their prior borrowings, else it might result in
their becoming over-indebted and consequent default
in repayment of loans. It therefore recommended that
banks may be required within a reasonable period of,
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say, eighteen months, to arrange for capturing the
required data from SHGs for reporting to CICs.

23. The present regulatory framework only mandates
NBFC-MFTIs to share their clients’ data with CICs. NGO-
MFIs which include section 25 companies, societies,
trusts, etc. play a significant role in the micro finance
sector, however they are not yet mandated to share
their data with credit bureaus, though some NGO-MFIs
are voluntarily participating. Some study shows sizable
overlaps between SHG Bank linkage and MFI clients.
This indicates the severity of over-indebtedness / ghost
borrowing, asymmetric information, moral hazard, etc..

24. Another prospective area where credit information
can help is in respect of those companies that supply
vehicles and equipment on operating lease to users
(lessees) on payment of a periodical rent by them. The
lessee in case of a vehicle lease has to pay a fixed
monthly cost and can use the vehicle for a defined
period and mileage and has to return the vehicle to the
company at the end of the contract. Since the company
providing such a facility to its clients takes a credit risk
on them at the time of entering into such a contract
till the time the lease is in vogue, it needs to assess the
credit worthiness of the lessee. Presently such vehicle
leasing companies are not being regulated by the RBI
or a financial regulator in India. We would examine
whether such leasing companies can be specified under
the Credit Information Regulations, 2006 for the
purpose of obtaining and providing credit information
from / to the CIC.

25. To conclude, let me say that the credit information
business has played a significant role in improving
credit offtake and management of credit risk by the
credit institutions. An enormous responsibility has
been cast on the four Credit Information Companies
to see that there is qualitative improvement in credit
information. The RBI would take suitable regulatory and
supervisory measures to make the credit information
system safe, efficient, reliable and customer-friendly. I
once again thank CIBIL for providing me this opportunity
to share my thoughts with all of you.

26. Thank you'!
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Corporate Debt Market:
What needs to be done -
A Reaffirmation™

R. Gandhi

Good morning ladies and gentlemen!

2. Iwould like to thank CARE Ratings for taking this
initiative of holding this Summit on the corporate debt
market. As I can see, the seminar is quite exhaustive
in content and we will be having some excellent
speakers representing various segments of the industry
and hence it will be very interesting to hear their views.
As a regulator, we in the Reserve Bank do have our
own approach to the development of any market, but
to hear the market participants is always important
for us as it is only when we debate the issues that we
can come to a workable solution. I am sure that we
will have a lot to pick up from these deliberations that

take place here today.
Corporate Bond Market in India - Current Status

3. Indian Corporate Debt market has seen some
growth in recent years, both in terms of number of
issues and amount. The outstanding issues which were
at 12,155 as at end March 2011 increased to 18,604 by
end Dec 2014. During the same period, the amount
outstanding increased from 8,895 billion to ¥16,485
billion. While the types issued included fixed rate
bonds, floating rate bonds, structured notes and other
types, the fixed rate bonds were predominant both in
number and value. Another characteristic of the
issuances was that almost all issuances were by

financial sector entities. Yet another peculiar feature

" Inaugural address delivered by Shri R. Gandhi, Deputy Governor, Reserve
Bank of India at the "CARE Ratings Debt Market Summit -2015" at Hotel Taj
Mahal Palace, Colaba, Mumbai. Assistance provided by Ms Anupam Sonal
is gratefully acknowledged.
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of our Corporate Bond market is that private placements
are the norm. The public issuances which were I94.51
billion in 2010-11 increased to ¥423.83 billion in
2013-14, though it fell back to ¥90.49 billion in the
current year till Feb 2015. The private placements
were 32,187.85 billion in 2010-11,%¥2,612.82 billion in
2011-12,%3,614.62 billion in 2012-13,32,760.54 billion
in 2013-14 and %2,692.45 billion in the current year
till Dec 2014. The secondary market trading was 36,053
billion in 2010-11, ¥5,938 billion in 2011-12, 7,386
billion in 2012-13, %9,708 billion in 2013-14 and ¥10,043
billion in the current year till Feb 2015.

4.  Though the above mentioned figures do indicate
a healthy growth in number and volume of corporate
bond market activity, in comparison with government
bonds market, the corporate bond market is dwarfed.
A comparative position of the governments bonds and
corporate bonds as on March 2013 as a proportion of
GDP among the major Asian countries in the Table
below, reflects India at a very low position vis-a-vis

some of the major Asian countries.

Government and Corporate Bonds as percentage of

GDP March 2013

Debt as per cent of GDP Government | Corporate Total

Peoples Republic of China 33.1 13.0 46.2
Hong Kong 37.8 31.4 69.2
Indonesia 11.4 23 13.7
Republic of Korea 43.7 77.5 126.2
Malaysia 62.4 43.1 105.5
Philippines 32.2 4.9 37.1
Singapore 53.1 37.0 90.1
Thailand 58.6 15.9 74.4
Vietnam 19.8 0.7 20.5
India 49.1 5.4 54.5

Indian Corporate Debt Market — An Enigma

5. Thus corporate debt market in India has been
quite an enigma. We keep talking of the issues that are

in the way of its progress and the solutions that could
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address them. Yet, there has been limited movement
in this area despite several attempts and there is some
kind of gravity keeping us down. We had the R. H. Patil
Committee Report on corporate bonds and securitisation
of 2005 which has served as a reference point for all
of us. However, the progress in the growth of the
corporate debt segment has not been too satisfactory
and there is evidently a pressing requirement to revisit
this subject. There have been several suggestions made

- some have been implemented with mixed success.

6. Yet, as noted earlier, the debt market remains
confined largely to financial institutions, and corporates
are not much in the picture. Even within this limited
perimeter, public issues are less frequent and the
preference has been for private placement of debt
paper. This is the starting point of the puzzle which

we need to analyse.

7. Another part of the puzzle relates to our own
achievement. We did experience close to double digit
GDP growth in FY 2007-08 and our investment ratio
was 38.1 per cent in that year — with financing issues
not coming in the way. On the face of it one may tend
to conclude erroneously that there is no need to get
too worried about the absence of development in
corporate debt market. After all, have we not got
investment rate of 38.1 per cent? The reason why the
problem does not appear to be magnified is because
we are working at well below our potential. We are not
realising that the paucity in long term resources can
severely come in the way of investment. Therefore,
the question to be asked is as to for how long can we

carry on with this situation.

8 Wedo have fairly large numbers that are required
for financing both industrial growth of 8-10 per cent
in the next five years and funds required for
infrastructure development. Presently as industrial

growth is in the phase of stagnation and infrastructure
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well below satisfactory levels due to a varied set of
factors around policy action, the demand for funds has
not really reached the expected levels. Evidently this
should not give rise to complacency and we should
work in this period in building structures for growing

our corporate debt market.
Need to Develop the Corporate Debt Market

9. The government has its own limitations when
chipping in as the fiscal responsibility targets leave
little scope for finding funds. Though the commercial
banks do cater to the investment needs of corporate
and infrastructure sectors, they are also reaching their
own limitations. We have gotten support from FDI and
external borrowings, but they have their own pace and
size. External borrowings are a good way out when
global interest rates are low. But, the repercussions on
our external debt are significant, and while we have
been permitting ECBs into various sectors, the external
debt levels have been rising which has servicing
implications. Intuitively we can see that the capital
market has to become progressively more relevant in

this process of garnering long term funds.

10. Economists contend that the absence of an
adequately sized corporate debt market leads to an
oversised banking system in any economy. It also
results in a large portion of the lending market being
excessively regulated, without being subjected to free
market forces. Such an imbalance is not desirable,
because this becomes the perfect breeding ground for
crony capitalism, sloppy lending by banks and careless
investments by corporates. Financing of resources
through corporate bonds rather than bank finance
instills a greater sense of credit discipline among the
borrowers as the default events are captured
immediately and placed in the public domain. The
disclosure requirements act as a big disincentive for

default or delayed payment. It has been observed that
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borrowers take the regulatory norm of 90 days period
for a default to be recognised as a Non-Performing Asset
as a leeway for withholding the payment till the 89th
day from the due date. On the other hand, even a single
day default by an issuer of corporate bond will be
recognised as default in the market and the information
of default will be publicly available. Further, such
information/risk will also be reflected in external credit
ratings and traded credit derivatives on a real time
basis. Pricing of credit also gets diluted in bank
financing as credit facilities are extended not only on
the basis of credit worthiness of the borrower but also
the relationship between the banks and their
borrowers. Financing through corporate bonds might
remove such distortions to a large extent as investors
will demand higher coupon for issues with lower credit
worthiness, while borrowers with strong fundamentals
and sound business get rewarded by lower cost of
financing. Thus there are many advantages of an
efficient, well developed and liquid corporate debt

market.

11. The importance of a developed debt market viz.,
the corporate debt market for a country like India,
which has an huge and ever growing capital funding
requirement is widely acknowledged and although
various measures on the regulatory and policy front
have been introduced in recent times, concerted efforts
from all market participants is required to develop and
grow the largely untapped potential of the country's

corporate debt markets.
Expert Committees

12. In India, progressively, a number of Committees
and Groups were set up by the RBI to study the bank
financing/funding patterns vis-a-vis the corporate
funding requirements. Prominent among them were
the Tandon Committee, Chore Committee, etc. The

committees uniformly recommended that corporate
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reliance on bank finance for short term recurring
expenses need to be brought down. Chore Committee
specifically recommended the need for reducing the
over-dependence of the medium and large borrowers
— both in the public and private sectors on bank

finance.

13. More recently, a High Level Expert Committee on
Corporate Bonds was set up under the chairmanship
of Shri R. H. Patil which submitted its report in
December 2005 and made several recommendations
including the need for rationalisation of stamp duty
structure and issuance costs, tax deducted at source,
encouraging securitisation, repos and CDS in corporate
bonds, enhancing issuer and investor base, simplifying

issuance procedures, etc.

14. In the year 2009, the Committee for Financial
Sector Reforms (CFSR) (Chairman: Dr. Raghuram G.
Rajan) also looked into the issues inhibiting the
corporate debt market and made several
recommendations on similar lines. Some of the
highlights were to bring all trading related regulation
within the purview of the SEBI, improve coordination
between various concerned agencies where multiple
regulators share concern, set up a working group on
financial sector reforms with Finance Minister as
Chairman, the Committee, had recommended the
sequencing approach for corporate finance, which
entails developing a number of missing markets as
well as complementary development of other sectors
in the economy for a healthy development of the

corporate bond market.
Current Issues

15. There are some key issues that the corporate debt
market faces. These need to be tackled to facilitate
improvement and growth of this segment. Foremost

among these are as follows:
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The abysmal liquidity and the consequent lack
of depth in the corporate debt markets. The
absence of a liquid corporate bond market acts
as a deterrent to investor participation.
Trading in Indian bond markets are
characterised by trading in certain maturities
and tendency of investors to ‘buy and hold’
instruments, both of which inhibit liquidity.
Here the role of institutional investors such
as pension funds, provident funds and
insurance companies must be reassessed.
They do need to take some more initiative
and be aggressive in actively managing their
portfolios. Their investment horizon should
not be confined to AA and above only. This
will add a lot of buoyancy to the market.

Low investor base — The investor base in the
corporate debt market is confined to banks,
insurance companies, PFs, pension funds and
primary dealers. Retail participation remains
low due to absence of knowledge and
understanding of bonds as an asset class. It is
imperative to consider innovative ways for
expanding the investor base. The fund
management industry can contribute
significantly in attracting the retail investor

to corporate debt.

Preference of public debt — The huge supply
of government papers in the country is one
of the major impediments to growth of the
corporate bond markets. Government
borrowing and thereby the supply of
government papers are seen to grow unabated
year on year. We have seen that the government
is progressively trying to rein in the deficit at
the absolute level which will put less pressure

on the market. Also the move of the Reserve
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Bank to gradually lower the SLR which can

also be positive for the corporate bond market.

Limited instruments and products — There is
need for a wide array of instruments and
products to be available in the markets that
would meet the diverse needs of its
participants. There is lack of these in the
Indian context which in turn inhibits
development of these markets. credit default
swaps (CDS) and interest rate futures (IRFs)
have been some of the instrument that have
come in of late and it is expected that these
will grow. Of late, there has been some
element of buoyancy in the IRF market which
is a good sign. Securitisation of the corporate
debt instruments would provide a big fillip to
the market as it would improve risk
transference and diversification and provide

liquidity to the issuers.

Market Infrastructure also finds mention as
a factor affecting corporate bond market
trading and thereby transparency and vibrancy
in the market. Infrastructure facilities such as
screen based automated order matching,
central clearing and settlement, negotiated
dealing system, etc. on the lines available to
the government securities market would
certainly facilitate and encourage secondary
market trading, enhance market transparency
and liquidity as well as develop scientific risk
pricing. We need to improve the credit rating
mechanism for corporate bonds and encourage
market for lower grade ratings which inhibits
the market.

Ease of issuances — Bond issuance is viewed
as being costly and cumbersome compared
with bank lending. For it to be attractive to

the issuers to approach the corporate debt
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market, the ease and cost of issuance has to
improve. The listing and disclosure
requirements and procedures have to be
simple and less complicated. The size, scale
and tenure of issues must improve and need
to be made more attractive by encouraging
public offers instead of the current preference
for private placements. It is expected that
consolidation of bond issues through
reissuance/s would improve liquidity and
encourage secondary market transactions.
However, care would need to be taken to
prevent excessive batching of redemptions

and consequent liquidity stress.

g. Market making — The growth and development
of any market is dependent on market makers
who can provide both buy and sell quotes.
Although prevalent in the government
securities markets, they are lacking in the
corporate bond segment. Market makers not
only assume risk, they add diversity to the
markets. Therefore, we need to develop a class
of underwriters and market makers in
corporate debt bonds on the lines of Primary

Dealers in the government securities market.
Policy Initiatives

16. What are we doing to tackle these issues affecting
the corporate bond market? Several measures are being
undertaken at the policy level to address these. Some
of the recent initiatives by Government, the Reserve
Bank, SEBI and other agencies in the direction of

developing the corporate debt market are as follows:

a) Trade reporting platform: For improving
transparency, reporting platforms for OTC
trades in corporate bonds, Commercial Paper,

Certificates of Deposit, Non-Convertible
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Debentures and securitised debt has been set
up. Till recently, reporting of trades in
corporate bonds was done at three different
places (FIMMDA's FTRAC, reporting platform
of NSE and BSE). Though multiple reporting
platforms were available, majority of trades
were reported on FIMMDA platform and
cleared through one of the clearing houses of
the stock exchanges. The reporting of
secondary market trades in corporate bonds
and securitised debt by the RBI regulated
entities has been shifted to stock exchanges
with effect from April 1, 2014,

Pooling account: Clearing houses of the stock
exchanges have been permitted to have a
pooling fund account with the RBI to facilitate
DvP-I based settlement of trades in corporate

bonds.

Repo in corporate bond: In 2010, repos in
corporate bonds were permitted to regulated
and other RBI permitted entities. Guidelines
were further relaxed in terms of reduction of
minimum haircut requirements and
expanding the list of eligible collateral by
permitting short term instruments like CP, CD
and NCDs of original maturity less than 1 year.
Scheduled Urban Cooperative Banks (UCBs)
have also been permitted to participate in the
repo market subject to adherence to conditions

prescribed.

Credit Default Swaps (CDS) on corporate
bonds: CDS on corporate bonds has been
permitted to facilitate hedging of credit risk
associated with holding corporate bonds.
Based on market feedback, short term
instruments like CP, CD & NCDs and unlisted
but rated corporate bonds have also been

permitted as eligible reference obligations.
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e) Encouraging participation of banks and PDs

in corporate bonds:

ii.

iii.

iv.

In July 2014, banks have been permitted
to issue long-term bonds with a minimum
maturity of seven years to raise resources
for lending to (a) long term projects in
infrastructure sub-sectors, and (b)
affordable housing. These bonds have
been exempted from computation of net
demand and time liabilities (NDTL) as well
as Adjusted Net Bank Credit (ANBC) and
are therefore not been subjected to CRR/

SLR or priority sector lending requirements.

The Reserve Bank has issued the
instructions asking banks to consider
raising Tier II capital through public

issuance to retail investors.

In order to encourage active participation
of standalone PDs in corporate debt,
investment norms have been relaxed by
allowing them to invest funds borrowed
from call money market subject to certain
limits, enhancing investment limit in Tier
11 bonds of other PDs/banks/Fls from 5 per
cent to 10 per cent of NOF and increasing
the Inter Corporate Deposit (ICD)
borrowing limit from 75 per cent to 150
per cent of NOF.

Banks and standalone PDs have been
allowed to become direct members of
stock exchanges for undertaking

proprietary trades in corporate bonds.

Credit enhancement by banks — As per a
recent policy announcement made, it is
proposed to permit banks to offer partial

credit enhancement to corporate bonds by
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way of providing funded and un-funded
credit facilities for infrastructure projects
but not by way of guarantee. The final
instructions are expected to be issued

shortly.

f) Foreign Portfolio Investors (FPIs):

ii.

Rationalisation of investment limits: FPI
investment limits have been rationalised,
whereby existing limits and subdivisions
have been merged in two broad categories
— government securities and corporate
bonds. The sub-limits for FPIs in
Government securities ($10 billion) and
dated securities ($15 billion) and other
categories have been merged to retain the
overall cap of $25 billion. In case of
corporate bonds, the ceiling of $1 billion
for qualified foreign investors (QFIs), $25
billion for FPIs and $25 billion for FPIs in
long-term infra bonds, have been merged
— retaining the overall cap for corporate
bonds at $51 billion.

Rationalisation of allocation of debt limits:
Method for allocation of debt limits in
corporate bond market through auction
has been changed. As per revised scheme,
FIIs can now invest in Corporate Debt
without purchasing debt limits till the
overall investment reaches 90 per cent
after which the auction mechanism would
be initiated for allocation of the remaining
limits. Consequent to the changes, the
restrictions on re-investment by FPIs,
shall no longer apply in respect of limits
held/investments made by FIIs in the
Corporate Debt category, till the limits are

available on tap.
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iii. Withholding tax rate: The rate of
withholding tax on interest payments on
the borrowings of Infrastructure Debt
Funds (IDF), investments made by a non-
resident in rupee denominated long-term
infrastructure bonds and interest on FIIs’'
investment made in bonds issued by
Indian companies and Government
securities have been reduced from 20 per

cent to 5 per cent.

iv. New Foreign Portfolio Investor (FPI)
Regulations: Recently, the SEBI has
notified new FPI regulations to put in
place an easier registration process and
operating framework for overseas entities
seeking to invest in Indian capital markets.
The new regulations replace the existing
SEBI regulations for FllIs and the new class
of investors, FPIs, would encompass all

FlIs, their sub-accounts and QFIs.

v. The Budget for 2015-16 has proposed to
extend the period of applicability of
reduced rate of tax at 5 per cent in respect
of income of foreign investors (FIIs and
QFIs) from corporate bonds and
government securities, from May 31, 2015
to June 30, 2017.

g) Credit enhancement by IIFCL: 1t has been
mentioned in the Union Budget 2013-14 that
IIFCL will provide partial credit guarantee to
enhance ratings of bond issues, enabling
channelisation of long-term funds for
infrastructure projects. IIFCL is presently
undertaking pilot transactions under its

Credit Enhancement initiative.
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h) Introduction of Rupee linked offshore bonds
by International Finance Corporation
(IFC): With an objective to signal confidence
in the Indian economy and encourage inflows
of USD in India, IFC was permitted to float a
rupee linked bond overseas for an amount of
USD 1 billion. IFC received very good response
and the limit has been fully utilised by IFC.

i) Domestic Issuance of bonds by IFC: Approval
has also been given to IFC to issue bonds in
India worth ¥15,000 crore for infrastructure
financing. This will also facilitate development
of benchmark yield for long term corporate

bonds.
Way Forward

17. Going forward, we expect a special impetus to the
growth of corporate debt market in our guidance to
the banks to issue long term bonds to support
infrastructure and housing projects. Further, in order
to meet the capital requirements under the Basel III
Framework, banks will tap the market with their
Additional Tier 1 bonds, besides Tier 2 bonds. These
developments can usher in emergence of quasi
government yield curve, which can serve as benchmark
for corporate issuances. When the Basel 11l Framework
relating to Large Exposure norms take effect, and as
banks reach their limits in supporting direct lending
to the corporate sector, corporates be nudged to resort
to market borrowing. On top of this, the expected
robust economic growth will also compel the corporate
sector to approach the market. Keeping all these in
perspective, we need to ready ourselves with the
following measures to usher in a vibrant corporate

debt market:

a. regulatory and administrative reforms to

institutionalise debt markets,
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involvement of market-makers who can

provide two-way bid-ask quotes,
enhancement of investor base,

increasing the efficiency of these markets
through better reporting, settlement and

clearing platforms.

emphasis on the reduction of information

asymmetry.
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Conclusion

18. To conclude, the debt markets is undoubtedly a
very essential segment of the country's financial
markets and vibrancy in these markets is imperative
to meeting the massive funding requirements of the
country. I am confident that this Conference
proceedings and discussions will lead to specific

suggestions for action and provide clarity on issues.

19. Ithankyou all of you for your time and attention.
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Defeating Poverty: Issues and
Challenges™

S. S. Mundra

Mr. Sameer Kochhar, Chairman, Skoch Group;
other dignitaries on the dais and in the audience;
delegates to the Summit; members of the print and
electronic media; ladies and gentlemen! It is a pleasure
and privilege for me to be present here today at the
inaugural session of the 39th Skoch Summit on the
theme of 'Defeating Poverty'. The theme of this
conference is extremely relevant at the current juncture
when the groundwork on linking each household to
the banking sector in a mission mode under the
Pradhan Mantri Jan-Dhan Yojana (PMJDY) is nearing
completion. I congratulate Skoch for choosing this
particular theme for its Summit.

2. The ILO Declaration of Philadelphia, 1944
states 'Poverty anywhere is a threat to prosperity
everywhere.’ Poverty, therefore, has implications for
global stability which has been well appreciated by the
policy makers the world over. As across the globe, policy
makers in India i.e., Government of India and the
financial sector regulators, particularly the RBI have
also endeavored to ensure that poverty is tackled in all
its forms and that the benefits of economic growth
reaches the poor and excluded groups in the society.

3.  Franklin D. Roosevelt said 'the test of our progress
is not whether we add more to the abundance of those
who have much; it is whether we provide enough for
those who have too little." If we were to apply this
yardstick for measuring our progress, we would be
considered to have failed miserably. Even after nearly
sixty eight years since achieving our independence,
poverty remains one of India's largest and most
pressing problems. There is no gainsaying that a nation

* Keynote Address by Shri S. S. Mundra, Deputy Governor, Reserve Bank
of India at the 39% Skoch Summit in New Delhi on March 20, 2015.
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cannot become great when the lives of millions of its
citizens are benighted by poor nutrition, limited by
poor learning opportunities and shriveled by gender

discrimination.
What is poverty?

4.  The Merriam Webster Dictionary defines poverty
as 'the state of one who lacks a usual or socially
acceptable amount of money or material possessions.’
However, poverty is not simply characterised by a lack
of adequate income. It has far reaching implications.
People who suffer from poverty experience a number
of deprivations and restrictions. Its manifestations
include hunger and malnutrition, limited access to
education and other basic services, social discrimination
and exclusion, as well as the lack of participation in
decision-making and in civil, social and cultural life.
One important thing to note is that poverty cannot be
defeated through charity. Empowering people with a
means to sustaining themselves in the long term is the
solution that can defeat poverty.

5. Unemployment is at the center of poverty. For the
poor, labour is often the only asset that can be used to
improve the lives and wellbeing. It is crucial that we
empower the poor who have the potential but often
lack opportunities to shape their lives.

Bidirectional cause-effect relationship between
financial exclusion and Poverty

6. As I said earlier, poverty is generally associated
with a low level of income. This income is primarily
directed towards consumption thereby leaving very
little for saving/investment. A low level of savings
obviates the need for a banking account thereby
creating financial exclusion and lack of investment
opportunities. This creates a barrier for financial
inclusion from the demand perspective. Conversely,
financial exclusion can deprive people of the benefits
and the incentives offered by the financial system.
Poverty can, therefore, be self-fuelling from generations

to generations.
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How to break this vicious circle?

7. 1lam not an economist. Many eminent speakers
would dwell on this issue during the day. However, I
wish to put forward some perspectives as I see them.
Let me begin with measurement of poverty. I am not
on whether those spending below ¥32 in rural areas or
below %47 in urban areas (as defined by the Rangarajan
committee) or I27 and 333 respectively as fixed by
Tendulkar Panel earlier, are to be considered poor. My
question is whether such income levels across countries
or states (even after adjusting for purchasing power
parity) are comparable without taking into account the
availability, quality and cost of such basic amenities as
health care, education, transport, sanitation etc. Would
not a composite index (if one can be devised) of these
two elements would be a truer indicator of real poverty
level? This can be elaborated with several measurable
examples but time limit does not permit to do so.

8. Extending that argument further, would it mean
that there could be two ways to address the challenge
of defeating poverty?

a. State ensures availability of quality amenities
[ mentioned earlier to all needy citizens -
question is, whether it is feasible?

b. Empower and facilitate all citizens to earn such
levels of income that they can buy these
services from the open market. Issue to
contemplate is whether this can be done in a
short term or even in the medium term.

9. Then would it be fair to assume that a combination
of above two would be a more realistic goal to pursue
for quite some time to come considering the dimension
of the work involved? Would it also be fair to assume
that pursuing only one of the above or even both but
with varying emphasis would not serve the purpose?

10. Leaving this broader issue for wider discussion,
let me now turn to the various initiatives taken in past
few years in respect of poverty alleviation/financial

inclusion/employment generation etc.
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Priority Sector Lending

11. Efforts are also underway to reorient the priority
sector lending guidelines to serve today's growth and
inclusion agenda. An Internal Working Group at the
RBI has revisited the existing guidelines and suggested
revisions for ensuring channeling credit to segments
that get crowded out in the absence of specific targets.
These include small and marginal farmers, micro
enterprises and the weaker sections while broadening
the scope to include other underserved categories of
national priority, such as agriculture infrastructure,
social infrastructure, renewable energy, exports and
medium sized enterprises.

Financial Inclusion Plan

12. Let me briefly highlight what the RBI has been
doing for mainstreaming the marginalised sections of
the society and for ensuring an equitable growth in the
country. The RBI has been relentless in its pursuit of
achieving universal financial inclusion by following a
structured and planned approach. As I mentioned
earlier, the focus is not only on ensuring access to
financial services and products but also taking efforts
to address issues emanating from the demand side
through Financial Literacy initiatives. Phase II of the
Financial Inclusion Plan is currently under operation
which seeks to connect all the 600,000 plus villages in
the country to banks either through a brick and mortar
branch or a BC agent by the end of the year.

PMJDY

13. To say that Government's PMJDY scheme has been
a success would be a massive understatement. One
must admire the vision and intent behind the program.
Lot of efforts has gone into opening the bank accounts
and most households have been connected to the
formal financial system. The need of the hour now is
to ensure that services are easily accessible to the
account holders, are cost-effective and service efficient
& most importantly the accounts remain active. For the
account to remain active, the holders would need
income and benefits to flow into them. Focus should
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also be placed on inculcating savings habit among the
people. Once the saving habits take root, people would
look for investments. Only then this massive exercise
would be meaningful.

Direct Benefit Transfer

14. In order for the new bank account holders to
continue to remain engaged with the formal financial
system, Government's DBT program is expected to play
a big role. It would ensure that the benefits are
transferred directly to the targeted population and the
leakages are avoided.

Licensing of Payment and Small Finance banks

15. With the objective of furthering financial inclusion
and supply of credit to small business units, small and
marginal farmers, micro and small industries and other
unorganised sector entities the RBI has decided to
license a number of small finance banks. Also, licensing
of a few payments banks is envisaged to provide
payments/remittance services to migrant labour
workforce, low income households, small businesses,
other unorganised sector entities and other users.

Promoting Entrepreneurship and Self-employment

16. Preparing the poor people for self-employment is
perhaps the most lasting solution for poverty
alleviation. The role of entrepreneurship as a key driver
of economic growth and development and alleviating
poverty and unemployment has been well researched
and documented in both developed and developing
countries. Entrepreneurship promotes innovation,
creates competitive advantage and economic prosperity
and helps create wealth and job opportunities thereby
improving the standard of living of individuals, their
families and communities.

Empowerment through microfinance

17. Microfinance is an influential means of
empowerment for the poor and vulnerable and helps
in extricating them out of their poverty and misery. It
basically works on the premise that it is better to teach
someone to fish rather than simply giving them a fish.
It gives the poor the necessary tools, skills, and
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resources to help them engage in productive activities
and grow their way out of poverty.

SHG Bank linkage model

18. SHG (Self Help Group) bank linkage programme
piloted by NABARD in 1992 with 500 SHGs of rural poor
has now transformed into the world's largest
microfinance initiative with over 7.4 million SHGs
representing 97 million rural households becoming
part of the movement. This has been the predominant
form of lending to women as 84 per cent of SHGs are
women SHGs as on March 31, 2014. The scale of the
programme is huge given savings of women SHGs in
banks stands at over 80 billion as on March 31, 2014
and bank loan outstanding against women SHGs is over
3360 billion as on March 31, 2014. The emphasis of the
SHGF program is now to shift towards livelihood
opportunities to SHG members apart from the
expanding outreach across the country.

Role of MSMEs in poverty alleviation

19. Promoting growth of micro, small, and medium
enterprises (MSMEs) is critical from the perspective of
job creation which is recognised as a prime mover of
the development agenda in India. MSMEs sector
contributes about 45 per cent of the total industrial
output, 40 per cent of the export and 8 per cent in the
GDP. Also, the sector employs largest amount of
workforce after agriculture and promotes balanced
regional development. In terms of the recommendations
of the Prime Minister's Task Force on MSMEs, banks
are advised to achieve a 20 per cent year-on-year growth
in credit to micro and small enterprises and a 10 per
cent annual growth in the number of micro enterprise
accounts. It is also mandated that 60 per cent of MSE
advances should go to the micro enterprises keeping
in view large scale exclusion of micro enterprises from
the formal banking system.

Focus on Skill development

20. Globally, most students after completing their
class 12th are considered to be ready for a job as the
education system prepares them for a vocation of their
choice. In India, however, the lack of employment
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opportunities after getting the basic education
necessarily results in two outcomes — one of
disillusionment with the education system and second,
keep on pursuing higher education for want of a job.

21. Dearth of formal vocational education, high school
dropout rates, inadequate skill training capacity,
negative perception towards skilling, lack of industry
ready skills even in professional courses, continue to
stand out as some of the major causes of poor skill
levels and lack of entrepreneurship in India’s workforce.
There is a pressing need to scale up the skills of the
unorganised workforce within the sector as well as
those of the MSME employers through training inputs.
Integrating the skill development initiatives with
secondary and intermediate level education would
address the challenge of low education levels and also
provide school dropouts with employability skills.

22. 1t is heartening to note that the Government is
committed to encourage entrepreneurship in the
country through a revision of the national skill
development policy of 2009 so that schemes of different
ministries can be routed through the newly formed
skills ministry. This would be vital considering the
current Government's thrust on ‘Make In India.’

Conclusion

23. Before I conclude, let me raise a few concerns
which can be detrimental to the consolidation and
furtherance of the significant work done in the area of
financial inclusion and poverty alleviation in the recent
past.

e Is too much demand being placed on the
banking system resources? The banks are
presently almost alone expected to identify &
enrol new customers, educate them, conduct
Aadhaar registration, carry out administration
of linked life/non-insurance schemes &
pension products and so on. The issue is
whether it would encroach upon their other
obligations of credit dispensation, maintaining
asset quality, maintaining service standards
etc.
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e Loan waiver schemes or employment not
resulting into creation of social infrastructure/
productive assets raise risk to broader work
culture/credit culture in the country

e Non-adherence to basic economic discipline
by the states e.g. in fixing the Minimum
Support Price can be counterproductive in the

long run

e Weakened Governance and multiplicity of
regulations in the co-operative sector — Are
we doing enough to exploit potential of
co-operative sector?

e Need we draw lessons from the history of RRBs
while pursuing BC model?

Then there are two larger issues — one each in
respect of rural and urban poverty alleviation

e Don't we need a new model to enhance
productivity & stop further fragmentation of
already smaller land holding - Are DBT/
interest subvention long-term answers to
these problems?

e Migration from rural India and rapid
urbanisation is a reality with social,
infrastructural, employment and inclusion
dimensions - are we adequately prepared to
deal with them?

24. Itmustthusbe appreciated that poverty alleviation
is a long drawn process and needs support from all
quarters — the Government, other policy makers, the
media and the society at large. Each one needs to do
his/her bit to ensure that the poverty is defeated so
that prosperity thrives. An ecosystem needs to be
created which can fight poverty in all its manifestations.
I once again thank Mr. Kochhar and SKOCH for inviting
me to this Conference and wish the deliberations all

success!

Thank you.
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Banker-Borrower Intevplay:
Synergies & Challenges™

S. S. Mundra

Shri A. C. Mahajan, Chairman, BCSBI; Shri M.
Narendra, Chairman, Assocham National Council for
Banking & Finance; Shri Ashvin Parekh, MD APAS LLP;
other dignitaries on the dais; colleagues from the
banking fraternity; members of Assocham;
representatives of the print and electronic media;
ladies and gentlemen! Let me begin by complimenting
ASSOCHAM for flagging an issue that is so relevant
and contemporaneous for the banking industry. Banks
face immense challenges in the area of management
of loans and advances in view of the mounting non-
performing assets. These challenges exist in spite of
the normal rigors that are specified by the regulator
and banks' own Head and controlling offices. An
increasing number of enabling statutes and enactments
coupled with fair practice lending codes make the job
of alender extremely challenging and open to scrutiny.
It is against this backdrop that the bankers — borrowers
'love-hate’ relationships need to be analysed. It seems
to be an imaginative idea on part of ASSOCHAM to
invite the banking supervisor to inaugurate the session
in a bid to arbitrate between the banker and borrower
and invite the wrath of both! On a more serious note,
a determining aspect of the banker-borrower
relationship is built on trust and understanding,. It is
also important that these relationships neither get too
cosy nor do they get too strained as either would have

deleterious consequences for the sector and the larger

" Inaugural address delivered by Shri S. S. Mundra, Deputy Governor,
Reserve Bank of India during the 'Bankers-Borrowers-Business Meet’
organised by ASSOCHAM at New Delhi on March 23, 2015. Assistance
provided by Shri R. Kesavan is gratefully acknowledged.
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economy. The banking regulations in a way set the
ground rules for bank-borrowers relationship, while
the supervisory process ensures that this relationship
remains healthy. Based on my own practical experience
in the field - first as a commercial banker and now as
the banking supervisor, I intend to highlight some of
the behavioral practices that the RBI expects from the
bankers and the borrowers. I would also emphasise
some regulatory/supervisory concerns that currently
exist and could arise from unhealthy relationships

between the two.

Banker-borrower relationship: Built on foundation

of trust and understanding

2. Relationships demand honest discharge of certain
responsibilities by the parties concerned and that
alone leads to development of mutual trust and
respect. This is equally applicable to a banker-borrower
relationship as well. A non-receptive banker or a truant
borrower is a malady that the credit system can ill-
afford. The banker-borrower relationship is essentially
symbiotic as both need each other. Both have certain
expectations from the other and when these don't get
fulfilled on account of a malafide or fraudulent intent
on the part of either of them, the relationship gets

strained.

Recent spurt in instances of forensic audit being
conducted by bankers on their borrowers signifies a
breakdown in the implicit trust. There has also been
an increase in incidence of suits filed against
defaulters and cases of wilful default —an unwillingness
to pay, despite an ability to pay. These problems could
have their genesis in a failure to exercise the right
amount of prudence and due diligence on part of the
banker or an ab initio intent of the borrower to defraud
the bank. This, however, is not a one-way street. The

bankers have also been known to be indifferent and

81



SPEECH

negligent of the genuine needs or problems of the
borrowers in many cases. More often than not, it is
due to a lack of basic understanding of the borrowers’
business. At times it is due to factors which are beyond
the borrowers' control. In fact, both extremes —
excessive or too little trust and due diligence can prove
detrimental to banking business. A middle course
perhaps would be the most ideal mix with the bankers
following the right regulatory rigor and the borrowers

following a model code of conduct in their dealings.

3. Having set out the broader realm of the banker-
borrower relationship; let me now turn to some
specifics insofar as the expectations from bankers and
the borrowers are concerned and non-observance of

which can vitiate the relationship between the two.
4. Expectations from bankers

i) Timely sanctioning and disbursal of the
loans — Borrowers approach the banks
because they need finance. The business
needs varying quantum of money at different
stages. I do not need to go into the details but
what is of essence is observing timeliness by
the banks in sanctioning the loans and
disbursing as per the needs of the borrower.
The borrower would have his commitments
to its creditors, suppliers etc. and if these are
not met his projections can go haywire. This
issue is of far greater significance in case of
small borrowers like MSMEs. Unlike large
corporate they do not have multiple sources
of finance and they could quickly go out of
business. The banks also need to provide
handholding support to the borrowers,

especially in times of stress.

&2
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ii) Adequacy of finance- A related issue is to

iii

fas)

ascertain how much finance should the bank
give when the borrower approaches. It is at
this stage that the efficacy of the credit
appraisal process of the bank comes under
scrutiny. The bankers should be able to
appreciate the business prospects of the
borrower and be able and willing to logically
reason with the borrower about the
projections and assumptions. Excessive
financing might result in funds being
siphoned off for other purposes and
inadequate finance could mean stalled
projects and idling of resources. The lending
decisions cannot, however, be made alone on
an idiosyncratic analysis of the riskiness of
the project/business that the borrowers seeks
funds for. A very important dimension to
contend for the banks is risk of concentration
in a particular segment. There is a need to
eschew the urge to lend to a sunrise sector
following the herd mentality. Concentration
risk can hurt the banks badly as has been the
case in past in lending to steel, mining, gems
and jewellery and infrastructure sector.
Exposure concentration in one sector in a
geographical area (e.g. Exposure to sugar mills

in UP) also suffers from political risk.

Pricing of loan — An aspect related to
adequacy of finance is the pricing of loan. Not
only does the finance need to be adequate
but also the price charged to the borrower.
Bestowing finer pricing of loans on an
inferiorly rated or an unrated borrower does
raise red flags from the banking supervisor.

Loan pricing needs to be risk-based, fair and
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transparent. If the interest rate being charged
is too coercive, the borrower would be
squeezed, the business would suffer with

banks being forced to take the ultimate hit.

5. Expectations from the borrowers:

i)

if)

Refrain from Q to Q existence- The pressure
from shareholders tends to drive many
imprudent business managers and owners to
look for short-term wins. This is reflected in
their approach whereby they look to report
better financial results than the preceding
quarter. In the process, they end up diluting
their own internal norms such as extending
larger credits than normal and also extending
credit for longer periods etc. It must be
understood that while the business managers
may be temporary, the businesses themselves
are going concerns and they cannot be
expected to perform miracles even under
unfavourable business environment. The
efforts to appease the shareholders by all

means 'Fair or foul’ must end.

Focus on core competencies — Rather than
looking to make quick bucks by diversifying
into so — called 'hot’ but unrelated activities,
the businesses must focus on their core
competencies. Diversification, if at all, must
be a well-considered and long-term measure
rather than 'quick-fix’ decision. Another trend
that has caught the attention of the borrowers
is taking a view on the movement of exchange
rates and keep unhedged positions. The
disturbing part is that even businesses with
no earnings/expenses in foreign currency are
taking such bets and are likely to burn their

fingers. Taking a view on currency is a job of
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the domain experts and the businesses
having no core competency in the area &
hence should resist the temptation as wrong
-way bets can potentially obliterate a firm

overnight.

iii) Over leverage - Excessive leverage run up

iv)

by the Indian corporate is a matter of great
concern. Over-leveraging is like having blood
pressure — too low or too high, both are
detrimental to the health. While banks need
to do proper due diligence taking into account
a consolidated balance sheet of the group; on
their part the borrowers and the large
business houses must end over-reliance on
borrowed funds for achieving extraordinary
growth rates. Operating with too little equity
in the enterprise is like treading on thin ice.
Too much leverage dilutes promoter's
responsibility and has implications for banks’
ability to recover loans. Double leveraging,
where promoters pledge their own shares for
funding their other companies needs to be
viewed with caution. This, then denigrates
to a possibility where the promoter is
responsible only to the extent of such shares
pledged with banks while funds solicited on
the strength of such securities finds its way
to the books of SPVs floated or the company's
subsidiaries. I am sure that responsible
corporate borrower behavior and banks’
mechanisms to counter the same will be

given due thought in this seminar.

Diversion of funds — There are several
instances of borrowers diverting money to
real estate or capital market for short term

gains without deploying them for purposes
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borrowed. Rather than de-risking the balance
sheet, such short-term misadventures often

prove very costy.

6. Letme now briefly touch upon some other issues
which we as regulators/supervisors of the banking

sector feel uncomfortable about.
The regulatory/supervisory view

7. As members of global standard setting bodies,
we are committed to implementation of the global
best practices in regulation and supervision. While,
we continue to apply discretionary judgments in
contentious issues in the best national interest, it
must be understood that our actions are liable for
scrutiny. We have been subjected to a peer review by
a BCBS committee for regulatory consistency on Basel
III capital standards already and a FSB peer review is
scheduled later in the year. These developments
signify the importance of being consistent in rule
making and supervisory assessments. The scope for
extending regulatory forbearances is getting limited
by the day. With this backdrop, let me highlight some
issues which should help shape the behavior of banks

and borrowers alike.

e While on one hand, there are issues around
delaying of sanctions to borrowers resulting
in escalation of project costs, very often as
banking supervisors we also observe instances
where bankers appear to be too liberal in
sanctioning loans or bringing in restructuring
or CDR dispensation for the benefit of the

borrower.

e The level of stressed assets in the system
underscores the need to improve the

monitoring of performance of banks as
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lenders as also the need for the borrowers to
adhere to the loan covenants. A key point in
this context for the banks is that they cannot
afford to outsource their responsibility of
credit appraisal which is a basic function to
a third party. Lending is the most critical of
banks' functions and that cannot be

outsourced.

Pricing of loans does not always follow the
corresponding rating. Similarly, the
computation of Base Rate by the banks has
not been found to be very scientific and

transparent.

Often the smaller borrowers allege bias by
banks in favour of corporate entities in
matters of lending. An oft heard grievance
from SME borrowers is the insistence on
collaterals where it is neither mandated nor
necessary. Perhaps there is also a need for
significant percolation of regulatory intent

across the wide network of branches and
offices of banks.

The transparency in disclosures of fees/
charges payable by borrowers for processing

of loan etc. needs improvement.

The regulatory intent of resolving stressed
assets through the means of a Joint Lender
forum framework, sometimes gets
undermined due to differences amongst the
bankers. There are instances of banks
complaining about non-cooperation by other
lenders, taking unilateral action in reaching
compromises or restructuring outside the JLF,
declaring wilful defaults to stall the concerted

operation of JLF.
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e Innovation is important but let us not
innovate to the extent of securitising the
receivables of a project which is yet to fully

come into existence.
Early Recognition of Stress in Loan Accounts

8 A very common occurrence that strains the
banker-borrower relationship is recognition of stress
in loan accounts. An account can turn non-performing
on account of genuine difficulties— an unfavorable
business environment, certain unforeseen political,
legal or judicial development. Projects do suffer from
delays due to delay in getting permissions and witness
cost and time — overruns. It may be difficult for even
the most precise of business projections or the most
efficient of credit appraisals to foresee these problems.
It would be irrational on part of either the supervisor
or the banker to cast aspersions on the intent of the
borrowers in such cases. However, it is important in
such cases that the bankers as well the borrowers do
admit the problem at the earliest and initiate measures
to revive the account including infusion of new equity,
sanction of new debt, induction of new promoters etc.
Restructuring of problem accounts is a perfectly
genuine banking tool and must be used if in the
bankers' assessment the business is worthy of revival
and holds economic value. Any delay in reviving a
project showing signs of incipient sickness would only
lead to loss of further value which the banking system/

economy can ill afford.
Dealing with errant behavior

9. Itisapresumption in banking that all borrowers
will be scrupulous and adhere to a general code of
conduct. The issue is how to deal with imprudent and
non-co-operative borrowers, wilful defaulters or for

that matter, fraudsters? It is important that the errant
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borrowers are quickly brought to book and recovery
proceedings be completed as early as possible. A non-
performing account of whatever origin and pedigree,
is a drag on the banking system and increases the cost
of intermediation, which pinches an honest borrower
the most. It is important for the system to weed out
the unethical elements at the earliest opportunity to
ensure the credibility and the efficiency of the credit
system in the country. Several attempts are already
underway, one of which is the establishment of a
central fraud registry, which will enable quick sharing
of information on entities found to be defrauding
banks. The RBI and the IBA together have also taken
upon themselves the circulation of 'caution advices’
relating to all types of frauds, including those
pertaining to loans and advances. Efforts also need to
be made to alienate the willful defaulters and
fraudsters and debar them from accessing the banking
system for further finance. Similarly, there would also
be a need to the deviant behavior within the banking
community through effective vigilance practices, quick
staff accountability measures and timely institution
of criminal cases in fraud cases. A message needs to
go down loud and clear that intentional wrong-doings
will not go un-punished and lax credit monitoring or

reckless sanctions will be appropriately dealt with.
Conclusion

10. Iam sure that not just the RBI, but an industry
body like the ASSOCHAM, the large assembly of
bankers and borrowers gathered here are all seized of
the real problems that beset the financial sector today.
The need is for taking strong and timely measures. I
hope the seminar would deliberate on some of the
issues that I have raised today and do some soul-
searching. With giant strides that have been made in
IT, the banks should not find it difficult to exercise a

stricter oversight regime to identify early sign of
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impending default. I would also exhort the borrowers
(individual or corporate) to understand their basic
responsibilities, co-operate with lenders and adhere
to a general code of conduct and discipline. The
minimum one can do is to adhere to the loan
agreements. Use of judicial channels should not be
too prolific and frequent; instead, these should be
used to foster better borrower protection rather than

to undermine the credit discipline in banks. Any
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lender-borrower relationship can only survive on
mutual trust and co-operation; breach of trust can
ultimately become either an offence (under criminal
law) or a civil wrong thereby defeating the credit

system in India.

11. Ithank you all for inviting me here to share my

thoughts. I wish the conference all success.

Thank you.
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Finances of Non-Government
Non-Financial Public Limited
Companies, 2013-14*

The aggregate vesults of the select non-government non-

Sfinancial public limited companies in 2013-14 revealed
moderation in growth rates of major parameters as
compared to those in 2012-13. Growth in earnings before
intevest, tax, depreciation and amortisation (EBITDA)
declined and net profit contracted in 2013-14. Profit
margin and veturn on equity declined in most seqments
in 2013-14. Leverage of the companies continued to
increase and intevest coveraye vatio witnessed declining
trend. There was increase in funds raused through external
sources by the companies. Shave of funds used for fixed assets
formation was lower wherveas that of non-current
investment was higher.

This article presents the financial performance of
select 4,388 non-government non-financial (NGNF)
public limited companies for the financial year 2013-14
based on their audited annual accounts during the
period April 2013 to March 2014, Revision in the
Schedule VI of Companies’ Act 1956 effective financial
year 2011-12 brought about significant changes in the
format of preparing financial statements, especially
balance sheet, by companies. The current study
analyses data in the revised format for the three year
period from 2011-12 to 2013-14. The detailed data have
been made available in the website of the Reserve Bank.
The select 4,388 companies covered in the latest data
release accounted for 32 per cent of population paid-up

* Prepared in the Company Finances Division of the Department of Statistics
and Information Management, Reserve Bank of India, Mumbai. Reference
may be made to the June 2014 issue of the RBI Bulletin for the previous
year study. In the present study, 1,659 new companies have been covered
in addition to the 2,729 companies' common with the previous study, which
might have changed the figures as reported in the previous year's article.
Data of some of the companies in the sample were procured from Accord
Fintech Pvt. Ltd.

! In the case of companies, which either extended or shortened their

accounting year, their income, expenditure and appropriation account
figures have been annualised. The balance sheet data, however, have been
retained as presented in the annual accounts of the companies. The analysis
of financial performance of the select companies is subject to these
limitations.
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capital (PUC) (provisional estimate supplied by Ministry
of Corporate Affairs, Gol) of all NGNF public limited
companies as on March 31, 2014.

1, Sales growth decelerated and net profit contracted

1.1. The performance of select NGNF public limited
companies deteriorated in 2013-14. Growth in sales as
well as operating expenses declined in 2013-14
indicating lower demand (Statement 1 and Chart 1).
Earnings before interest, tax, depreciation and
amortisation (EBITDA) witnessed a lower growth of
5.3 per cent as compared to 7.9 per cent increase in the
previous year. Net profit (PAT) contracted by 1.1 per
cent in 2013-14 as compared to 4.5 per cent increase in
the previous year.

1.2. The share of major expenditure items as
percentage of sales revealed that expenditure on 'raw
materials’ declined continuously during the study
period , i.e, 2011-12 to 2013-14. On the other hand,
'staff cost’ and interest expenses increased gradually
during this period (Table 1).

1.3. The smallest sales-size? companies i.e., companies
with their sales 'less than 1 billion' experienced

Chart 1: Major Growth Rates
124
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2 Sales-size classifications are based on the current year's, ie., 2013-14,
sales of the companies.
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Table 1: Major items as share of sales

(Per cent)
Item 2011-12 2012-13 2013-14
Raw Materials 56.6 56.1 54.7
Staff Cost 7.1 7.4 7.9
Interest Expenses 3.4 3.7 4.0
Other Income 2.0 2.1 2.2

contraction in sales as well as in operating profits in
both the years 2012-13 and 2013-14. Companies having
sales between 1 billion to ¥ 5 billion registered
contraction in net profits in both the years. Even for
the largest sale-size companies (companies with sales
greater than 10 billion and above), sales as well as net
profit growth declined in 2013-14 as compared to
previous year.

1.4. Construction sector continued to register
contraction in sales as well in net profits in both the
years. Services sector witnessed decline in EBITDA
growth due to higher growth in operating expenses.
Companies in 'electricity, gas, steam and air conditioning
supply' improved their EBITDA as well as net profits
growth in 2013-14 (Statement 1).

1.5. Performance of various industries in the
manufacturing sector in 2013-14 was mixed. ‘Chemical
and Chemical products’ industry and ‘electrical
machinery and apparatus’ industry recorded
improvement in sales growth in 2013-14 over 2012-13
contrary to general trend. 'Electrical machinery and
apparatus’ as well as 'machinery and equipments’
industry recorded improvement in net profit growth
in 2013-14 as compared to previous year. Net profit
growth in the ‘pharmaceuticals and medicines’ industry
slowed down sharply. ‘Tron and steel’ as well as ‘cement
and cement products’ industry recorded contraction in
profit in both the years, whereas for 'textile’ and
'chemical and chemical products’ industries, net profit
witnessed contraction in the current year.

1.6. In the services sector, aggregate sales as well as
profit of the companies in 'real estate’ industry
contracted in 2013-14. 'Transportation’ industry's profit
recorded sharp fall in 2013-14. In contrast, companies
in 'telecommunications’ as well as ‘computer and
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related activities’ industries recorded higher growth in
profits in 2013-14 as compared to the previous year.

2. Profit Margin as well as return on equity declined
in most segments

2.1. The operating profit margin or EBITDA margin
(EBITDA as percentage of sales) of select public limited
companies declined from13.0 per cent in 2012-13 to
12.8 per cent in 2013-14. Return on equity (PAT as a
percentage of net worth) also declined in the similar
way (Chart 2).

2.2. The fall in profit margin was observed across all
sales-size groups except for companies in the largest
sales-size group which recorded an average EBITDA
margin of 13.5 per cent in the last two years (Statement
2). Return on equity declined for all sales size groups
except for companies having sales-size between ¥ 1
billion to %10 billion which witnessed marginal
increase.

2.3. Profit margin for'electricity, gas, steam and air
conditioning supply' sector improved in 2013-14 as
compared with 2012-13, while for other sectors,it
declined. ‘Mining and quarrying’ sector recorded the
highest profit margin in 2013-14 among all sectors but
witnessed a sharp decline from 38.3 per cent in 2012-13
to 23.4 per cent in 2013-14. Profit margin of companies

Chart 2: Profit margin and return on equity
15 1
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manufacturing machinery and motor vehicles improved
marginally in 2013-14 as compared to 2012-13.
Companies in ‘food products and beverages' industry
in manufacturing sector recorded the lowest profit
margin (Statement 2).

2.4. During 2013-14, return on equity was the highest
in services sector followed by 'mining and quarrying’
and 'manufacturing’ sector. Return on equity for the
'construction'sector was the lowest during the study
period. ‘Food products and beverages'industry in the
manufacturing sector recorded loss in 2013-14 as
compared to the previous year mainly on account of
sugar industry. Among services sector, 'transportation’
industry recorded loss at the aggregate in 2013-14.

3. Marginal improvement in total net assets for select
companies

3.1. The total net assets growth of select companies
witnessed a marginal improvement in 2013-14 over
2012-13 (from 10.1 per cent to 10.2 per cent). Total net
assets of companies in the smallest sales-size group as
well as in the largest sales-size group grew at a higher
rate (10.1 per cent and 12.2 per cent, respectively) in
2013-14 whereas for the companies in sales-size group
1 billion - %5 billion' grew at a slower rate. The
companies in the sales-size group %5 billion - %10
billion' suffered contraction in their total net assets
(Statement 1).

3.2. Among various sectors, total net assets of
companies in services sector as well as in mining sector
grew at a higher rate in 2013-14, whereas for the
companies in manufacturing, electricity and
construction sectors,its growth rate moderated.

3.3. Attheindustrylevel, companiesin ‘pharmaceuticals
and medicines’, "electrical machinery’, 'transportation’,
'telecommunication’ and ‘computer and related
activities' expanded their net assets at a higher rate.
"Food products and beverages’, 'textile’, ‘chemical and
chemical products’, ‘cement and cement products’,
'iron and steel’, ‘machinery and equipments’, ‘'motor
vehicles and other transport equipment’ and ‘real
estate’ industries recorded decline in net assets growth
(Statement 1).
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4. Gradual increase in leverage and decline in interest
coverage ratio

4.1. Although there was contraction in the net profit
of select companies, their net worth grew at a marginally
higher rate due to increase in share capital in 2013-14.

4.2, Though there was some deceleration in the growth
of total borrowings, it still exceeded the net worth
growth. As aresult, leverage, as measured by debt (long
term borrowings) as a percentage of equity (net worth)
has risen steadily in all three years' of study period. A
broader measure, viz. total borrowings to equity ratio
also presented similar movement and has gone up from
63.2 per cent in 2011-12 to 66.2 per cent in 2013-14.
On the other hand, interest coverage ratio (measured
by EBIT to interest expenses ratio) which reflects ability
of companies to service debt witnessed declining trend
from 2011-12 to 2013-14 (Chart 3).

4.3. Companies in the sales-size group 1 billionI5
billion" were the most leveraged companies during
2013-14 and their total borrowings to equity ratio
increased from 75.4 per cent in 2011-12 to 79.8 per cent
in 2013-14. Companies in the sales-size group of 35
billion- 10 billion" which were the most leveraged till
last year witnessed sharp decline in their total
borrowings to equity ratio in the current year. Leverage

Chart 3: Leverage and Interest Coverage Ratio
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of the largest sales-size group (sales-size greater than
%10 billion each) recorded continuous increase
(Statement 2).

4.4, At sectoral level, services sector and its major
constituent industries had relatively lower borrowings
to equity ratio except for ‘transportation’ industry
whose ratio was higher at 119.9 per cent in 2013-14 as
compared to 108.8 per cent in 2012-13. The
manufacturing sector had increasing total borrowings
to equity ratio during the past three years mainly due
to 'food products and beverages’, 'textile’, and ‘iron and
steel’ industries (Statement 2).

4.5. Number of companies havinglow interest coverage
ratio (ratio of EBIT to interest expenses less than one
i.e., companies unable to service their debt) has
increased over the last three years. Such companies
accounted for 47.1 per cent share in total paid-up capital
of the select 4,388 companies. Their share of long term
borrowings (debt) in total borrowings was 66.3 per cent
in 2013-14. Similar trend was observed for the loss
making companies. Also, though the number of
companies with low liquidity ratio i.e., ratio of current
assets to current liabilities less than 0.5 was lower; it
has been increasing over the years. For such companies,
share of long term borrowings to total borrowings is
high and has increased in 2013-14 to 76.7 per cent
(Table 2).

Table 2: Share of long term borrowings to total
borrowings for companies as per different parameters

(Per cent)
Share of | Share in Paid- Long term borrowings to
Companies up Capital total borrowings

For Companies with ICR<1

2011-12 28.3 38.4 713
2012-13 29.3 39.5 71.4
2013-14 32.1 47.1 66.3

For Companies with Profitability<0

2011-12 23.6 35.6 70.9
2012-13 24.2 39.0 71.8
2013-14 27.0 43.0 66.2

For Companies with liquidity ratio<0.5

2011-12 7.7 23.7 79.5
2012-13 7.7 18.2 75.4
2013-14 8.7 27.1 76.7

Finances of Non-Government Non-Financial Public Limited Companies, 2013-14

5. Share of funds raised through external sources
increased

5.1. During the three year period, ie., 2011-12 to
2013-14, composition of liabilities of the select
companies was characterised by increase in the shares
of 'share capital’ and 'long term borrowings’, and
marginal decline in the share of 'reserves and surplus’
(Statement 3A and Chart 4). On the assets side, share
of non-current investments increased whereas that of
'cash & cash equivalents’ declined gradually during the
three year period (Statement 3B and Chart 5).

5.2. Of the funds raised during 2013-14, borrowings
had the largest share but there was preference for long
term over short term borrowings. This together with a
rise in the share of funds raised through 'share capital’
resulted in increase in share of funds raised through
external sources (ie., other than companies own).
Among internal sources, share of provisions (including
depreciation provision) declined (Statement 4A,
Chart 6).

5.3. Share of gross fixed assets formation in uses of
funds declined during 2013-14 mainly due to lower
investment in tangible assets (ie., 32.1 per cent in
2013-14 as compared to 41.9 per cent in 2012-13).

Chart 4:Composition of Liabilities
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Chart 5: Composition of Assets
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Share of funds parked in non-current investments
increased sharply from 5.0 per cent in 2012-13 to 20.5
per cent in 2013-14. However, there was marginal
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decline in share of current investments and loans and
advances in 2013-14. There was a drawdown in funds
kept idle as 'cash and cash equivalents’ (as against its
share of 1.7 per cent in previous year) (Statement 4B,
Chart 7).

6. Conclusion

The aggregate results of the select NGNF public
limited companies in 2013-14 revealed moderation in
growth rates of major parameters reflecting subdued
economic activities. Growth in EBITDA declined in
2013-14 over 2012-13 and also the net profit contracted
in 2013-14. However, net worth of select companies
grew at a higher rate with fresh issue of share capital.
Leverage ratios of the select companies continued to
increase while interest coverage ratio declined during
the study period. Share of funds used for fixed assets
formation was lower whereas that for non-current
investment was higher as compared to the previous
year.
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Statement 1: Growth rates of select parameters of select 4,388 NGNF public limited companies

Growth Rates

Sales Operating expenses EBITDA Net profit (PAT)
2012-13 2013-14 2012-13 2013-14 2012-13 2013-14 2012-13 2013-14
Aggregate (All Cos.) 10.5 7.2 10.5 7.1 7.9 5.3 4.5 -1.1
Sales-wise
Less than %1 billion -10.7 -12.6 -10.3 -10.4 -19.6 243 # #
%1 billion - 35 billion 4.3 2.2 4.4 5.5 -4.2 215 -36.3 -97.4
35 billion - %10 billion 7.2 4.2 6.0 3.3 16.3 1.2 -8.9 9.3
10 billion and above 12.3 8.5 12.5 8.1 9.0 8.4 8.5 3.3
Industry-wise
Mining and quarrying 25.7 75.6 6.6 118.5 81.4 7.3 147.7 18.5
Manufacturing 9.8 5.0 10.3 4.8 3.7 2.8 2.0 -7.9
Food products and beverages 13.6 5.3 12.9 7.6 14.8 -17.9 6.2 -135.3
Textile 8.9 7.1 6.4 7.4 20.3 7.0 63.5 -15.9
Chemicals and chemical products 83 8.9 8.5 9.2 0.4 5.1 10.7 -10.7
Pharmaceuticals and medicines 13.6 12.8 13.1 12.2 12.2 17.1 51.4 2.4
Cement and cement products 10.1 0.1 12.6 3.8 6.8 -23.5 -4.7 -37.5
Iron and steel 10.0 6.7 10.9 5.5 4.1 7.1 -25.0 21.1
Machinery and equipments n.e.c. 9.2 1.6 8.2 1.9 4.6 3.2 1.3 7.0
Electrical machinery and apparatus 3.1 3.4 6.7 1.7 -22.3 6.1 -75.0 136.8
Motor vehicles and other transport equipments 3.3 3.2 3.7 3.3 0.6 -1.7 -13.3 0.8
Electricity, gas, steam and air conditioning supply 19.7 7.8 19.3 4.9 19.0 223 -24.1 37.8
Construction -0.3 -0.1 13 0.2 -7.4 -11.0 -31.0 -46.6
Services 16.4 155 14.9 16.8 18.1 13.0 14.4 18.7
Transportation and storage 18.5 -1.5 17.6 4.0 17.8 -28.3 25.2 -200.9
Telecommunications 9.2 9.0 9.0 5.7 9.8 19.3 32.2 125.6
Real Estate 8.2 -7.4 0.6 -0.5 16.4 -10 50.8 -39.2
Computer and related activities 16.0 25.9 15.0 233 18.8 33.3 9.5 38.0

# Denominator negative, nil or negligible.
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Statement 1: Growth rates of select parameters of select 4,388 NGNF public limited companies (Concld.)

Growth rates

Net worth Total borrowings Total net assets
2012-13 2013-14 2012-13 2013-14 2012-13 2013-14
Aggregate (All Cos.) 8.6 9.9 12.9 10.8 10.1 10.2
Sales-wise
Less than %1 billion 4.4 9.9 6.2 9.5 6.9 10.1
%1 billion - 35 billion 8.6 2.1 12.4 4.9 10.1 52
35 billion - %10 billion 7.2 7.0 9.6 -11.5 7.5 0.3
10 billion and above 9.2 11.1 14.1 15.3 10.6 12.2
Industry-wise
Mining and quarrying 4.9 39.2 9.2 182.5 8.3 78.7
Manufacturing 9.6 7.7 13.8 9.1 10.4 7.8
Food products and beverages 13.2 2.6 4.1 3.7 10.5 3.9
Textile 6.9 4.6 8.0 4.9 8.9 4.9
Chemicals and chemical products 10.7 8.3 14.7 3.3 11.6 6.7
Pharmaceuticals and medicines 12.4 11.2 19.3 143 12.2 13.6
Cement and cement products 8.4 4.2 16.2 11.8 10.3 6.4
Iron and steel 7.6 5.9 223 16.9 12.3 11.1
Machinery and equipments n.e.c. 11.4 9.6 11.3 10.9 8.7 8.4
Electrical machinery and apparatus 0.9 5.9 17.4 83 5.4 6.5
Motor vehicles and other transport equipments 11.5 8.4 17.1 15.0 9.1 7.6
Electricity, gas, steam and air conditioning supply 6.5 8.7 13.1 8.7 11.0 7.9
Construction 10.3 4.4 13.1 9.9 10.2 7.3
Services 6.8 13.4 10.1 6.0 9.2 12.6
Transportation and storage 4.1 5.1 6.0 8.6 0.5 4.2
Telecommunications 3.1 11.4 3.9 -1.6 1.8 7.9
Real Estate 52 2.2 10.0 11.1 7.7 6.7
Computer and related activities 15.7 20.8 5.0 16.0 14.0 28.8

# Denominator nil, negative or negligible
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Statement 2: Ratios of select parameters of select 4,388 NGNF public limited companies

Ratios
EBITDA to sales PAT to net worth Total borrowings to equity
2011-12 | 2012-13 | 2013-14 | 2011-12 | 2012-13 | 2013-14 | 2011-12 | 2012-13 | 2013-14
Aggregate (All Co) 13.3 13.0 12.8 10.0 9.6 8.7 63.2 65.8 66.2
Sales-wise
Less than %1 billion 10.0 9.0 7.8 0.2 -1.5 2.9 62.6 63.7 634
%1 billion - %5 billion 11.2 10.3 7.9 6.6 3.9 0.1 75.4 78.1 79.8
35 billion - %10 billion 10.8 11.7 11.3 4.2 3.6 3.7 93.3 95.4 78.6
10 billion and above 13.9 13.5 13.5 11.9 11.8 11.0 58.8 61.6 63.8
Industry-wise
Mining and quarrying 26.5 383 234 4.9 11.5 9.8 24.9 25.9 52.5
Manufacturing 11.8 11.2 10.9 11.6 10.8 9.2 65.6 68.2 69.0
Food products and beverages 8.4 8.5 6.7 10.4 9.7 3.5 116.3 106.8 114.0
Textile 9.3 11.1 11.1 3.3 5.0 4.0 126.1 127.5 127.9
Chemicals and chemical products 12.8 11.8 11.4 18.1 18.1 14.9 64.6 67.0 59.8
Pharmaceuticals and medicines 19.2 19.0 19.7 10.5 14.1 13.0 37.2 39.4 40.5
Cement and cement products 20.0 19.4 14.8 12.7 11.2 6.7 61.9 66.4 713
Iron and steel 16.7 15.8 15.9 9.4 6.5 4.9 99.5 113.1 124.8
Machinery and equipments n.e.c. 10.8 10.3 10.5 16.7 15.3 14.8 285 28.7 28.7
Electrical machinery and apparatus 9.2 6.9 7.1 10.5 2.6 5.8 46.5 54.2 55.4
Motor vehicles and other transport equipments 10.4 9.4 9.6 15.8 12.3 11.4 45.7 48.0 51.0
Electricity, gas, steam and air conditioning supply 19.6 19.5 22.1 4.6 3.3 4.2 97.9 103.6 103.9
Construction 14.1 13.1 11.7 8.2 5.1 2.6 82.2 84.3 88.7
Services 18.5 18.8 18.4 8.9 9.6 10.0 49.2 50.8 47.3
Transportation and storage 16.2 16.1 11.7 3.6 4.9 5.0 04.7 108.8 119.9
Telecommunications 24.2 24.4 26.7 1.8 2.5 5.0 60.8 65.2 57.6
Real Estate 23.5 25.3 24.6 3.6 5.2 3.1 46.7 48.8 53.1
Computer and related activities 24.6 25.2 26.7 223 20.9 224 20.9 18.8 16.9
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Statement 3: Composition of liabilities and assets of select 4,388 NGNF public limited companies
(Per cent)
A. Composition of Liabilities
CAPITAL AND LIABILITIES 2011-12 2012-13 2013-14

1. Shareholder's Funds 44.2 43.5 43.6
of which, (i) Share Capital 4.5 4.6 4.8

(i) Reserves and Surplus 39.6 38.9 38.8

of which, Capital Reserve 14.6 14.0 14.0

2. Long-term borrowings (debt) 18.2 18.6 18.9
of which, (i) Bonds/ Debentures 1.8 1.8 1.8

(ii) Term loans from banks 10.7 10.9 11.0

3. Short-term borrowings 9.6 9.9 9.8
of which, from banks 2.9 2.8 2.6
Trade payables 11.1 11.2 11.3

5. Provisions 2.8 2.9 3.0
6. Other liabilities 14.0 13.8 13.5
(i) non-current 3.6 3.3 3.1

(ii) current 10.5 10.4 10.4

of which, maturities of long-term debt 3.6 3.5 3.2

7. TOTAL 100.0 100.0 100.0

B: Composition of assets
ASSETS 2011-12 2012-13 2013-14

1. Gross Fixed Assets 52.5 53.6 53.7
(i) Tangible assets 40.8 42.0 41.7

(i) Capital work in progress 6.0 6.0 6.1

(iii) Intangible asset 4.7 4.9 5.1

2. Depreciation (i) Tangible 14.4 15.3 15.6
(ii) Intangible 1.7 1.9 1.9

3. Net fixed assets 36.4 36.4 36.3
4. Non-current investments 15.3 14.5 15.5
5. Current investments 3.4 3.8 4.0
6. Loans and Advances 11.8 11.8 11.7
of which, to related parties 43 43 4.2

7. Inventories 11.4 11.6 11.1
8. Trade receivables 11.0 11.1 10.9
9. Cash and cash equivalents 6.2 5.8 5.0
10. Other assets 4.5 5.0 5.5
(i) non-current 1.9 2.0 23

(ii) current 2.6 3.0 3.2

11. TOTAL 100.0 100.0 100.0
RBI Bulletin April 2015 05
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Statement 4: Composition of sources and uses of funds of 4,388 NGNF public limited companies

(Per cent)
A. Composition of sources of funds during the year
2012-13 2013-14
Internal sources (Own sources) 46.3 42.4
1. Paid-up Capital 0.6 1.1
2. Reserves and Surplus 20.8 21.6
3. Provisions 24.8 19.7
of which, Depreciation 22.1 16.6
External sources (Other than own sources) 53.7 57.6
4. Share Capital and Premium 7.9 13.7
of which, Net issues 3.2 4.4
5. Long-term borrowings 17.1 17.8
of which, (i) Bonds / Debentures 1.2 1.2
(ii) From banks 10.2 9.3
6. Short-term borrowings 10.3 7.3
of which, From banks 0.7 1.1
7. Trade payables 9.9 10.0
8. Other liabilities 8.5 8.9
(i) non-current 0.8 0.8
(ii) current 7.7 8.1
of which, maturities of long-term debt 2.2 0.0
9. TOTAL 100.0 100.0
B. Composition of uses of funds during the year
2012-13 2013-14
1. Gross Fixed Assets 51.0 45.2
() Tangible assets 41.9 32.1
of which, Plant and machinery 28.6 22.4
(i) Capital Work-in-progress 4.7 5.9
(iii) Intangible assets 4.4 7.2
2. Non-current investments 5.0 20.5
3. Current investments 6.0 5.1
4. Loans and advances 9.1 8.9
5. Inventories 10.0 5.6
6. Trade Receivables 9.6 7.3
7. Cash and cash equivalents 1.7 2.1
8. Other assets 7.7 9.4
(i) non-current 2.3 4.9
(ii) current 55 4.5
9. TOTAL 100.0 100.0
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India’s Fovewgn Trade: 2014-15
(April-December) *

This article reviews India's merchandise trade
performance during April-December 2014 on the basis
of data released by the Directorate General of
Commercial Intelligence and Statistics (DGCI&S). It
also provides a disaggregated commodity-wise and
direction-wise analysis for this period.

I. Exports

e  With uneven performance across months (Chart
1), exports grew modestly by 4.0 per cent during

April-December 2014 with headwinds from

sluggish global growth and declining unit value
realisations, particularly exports of petroleum
products and iron ore (Table 1).

e  Although the demand from the United States (US)
and the United Arab Emirates (UAE) improved,
exports destined for the European Union (EU),

ARTICLE

China and a few gulf countries contracted
considerably ( Table 2).

In terms of relative weighted contribution,
engineering goods and readymade garments were
the top contributors to export growth; iron ore,
oil meals and electronic goods were negative
contributors (Chart 2).

Iron ore exports suffered due to domestic supply-
side constraints and lower external demand for
indigenous quality of ore and the protracted fall
in international prices of iron ore which shifted

demand to high quality ore from other countries.

Similarly, a sharp fall in exports of oil meals
reflected diversion of demand (particularly for
bird and animal feed) to South American
countries, including Brazil and Argentina;
elevated prices of soyabean in the domestic
market also eroded international competitiveness
of this sector.
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Table 1: India’s Merchandise Trade

(US$ billion)
Item April-December

2013-14R 2014-15 P

Exports 231.8 241.2
6.6 4.0

Of which: Oil 48.0 49.2
7.4 25

Non-oil 183.8 191.9

6.4 4.4

Gold 6.6 25.8

-52.8 11.7

Non-Oil Non-Gold 177.2 184.5
11.7 4.2

Imports 338.9 351.2
-7.0 3.6

Of which: Oil 122.2 116.5
03 4.7

Non-oil 216.7 234.7

-10.6 83

Gold 23.4 258

385 105

Non-Oil Non-Gold 193.3 208.1
5.4 8.1

Trade Deficit -107.1 -110.1
Of which: Qil -74.2 -67.3
Non-oil -32.9 -42.8

Non-Oil Non-Gold -16.2 -24.4

R: Revised; P: Provisional.
Note: Figures in italics are growth rates (y-o-y basis).
Source: Compiled from DGCI&S

e According to the DGCI&S data available up to
November 2014, the volume of exports increased
by 2.4 per cent as compared with 0.6 per cent in
the corresponding period of the previous year.

II. Imports

98

Helped by a decline in international commodity
prices, imports recorded only a modest increase
of 3.6 per cent during April-December 2014 as
compared with a decline of 7 per cent in the
corresponding period of the preceding year
(Table 1 and Chart 1).

POL imports declined by 4.7 per cent in April-
December 2014 reflecting the fall in international
crude oil prices by about 10 per cent (y-o-y basis)
(Chart 3).

Table 2: India’s Exports to Principal Regions

(Share in Per cent)

Region/Country April-March April-December
2012-13 | 2013-14 |2013-14R | 2014-15P
1.  OECD Countries 34.2 34.6 34.6 35.2
European Union 16.8 16.5 16.4 15.9
North America 12.7 13.1 13.2 14.5
Of which: US 12.0 124 12.6 13.8
Asia and Oceania 2.9 3.0 3.0 2.7
Other OECD Countries 1.8 2.1 2.0 2.1
II. OPEC 20.9 19.3 19.1 20.0
III. Eastern Europe 1.3 1.2 1.1 1.1
IV. Developing Countries 41.6 41.3 41.1 42.8
Asia 28.7 28.9 28.9 28.5
SAARC 5.0 5.6 5.3 6.5
Other Asian Developing 23.6 23.3 23.6 22.1
Countries
Of which: China 4.5 4.8 4.7 3.9
Africa 8.1 8.4 83 9.4
Latin American Countries 4.9 4.0 3.9 5.0
V. Others/ Unspecified 1.9 3.7 4.0 0.9
Total Exports 100 100 100 100

R:Revised; P:Provisional.
Source: Compiled from DGCI&S data.

Despite fall in international prices, gold imports
increased modestly (y-o-y basis), implying an
increase in volume terms.

Chart 2: Sector-wise Relative Weighted Contribution

Per cent

to Export Growth in April-December 2014
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Chart 3: International Oil Prices and POL Imports
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e  Non-oil non-gold imports increased by 81 per ®
cent in April-December 2014.

e In terms of relative weighted contribution,
import growth was mainly driven by higher
demand for electronic goods, followed by iron
and steel, gold and vegetable oils (Chart 4).

Chart 4: Sector-wise Relative Weighted Contribution
to Import Growth in April-December 2014
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With domestic capacity in chemical industry
remaining inadequate, the demand-supply gap
continued to be bridged through imports of
chemical products’.

Similarly, with underutilisation of capacity in
domestic steel industry caused by shortages of
basic inputs (e.g., iron ore), domestic demand for
finished steel products was met through higher
imports, particularly from China.

China, with a share of 13.1 per cent remained the
top source of India's imports, followed by Saudi
Arabia (6.6 per cent), the UAE (6.0 per cent),
Switzerland (4.9 per cent) and the US (4.6 per cent)
while the EU countries together accounted for 10.5
per cent of India's imports (Table 3).

According to the DGCI&S data available up to
November 2014, the volume of imports rose by
0.2 per cent during April-November 2014, almost
at the same pace as was recorded in April-
November 2013.
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FICCI (2014), Spurting the growth of Indian Chemical Industry, October.
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Table 3: Shares of Groups/Countries in
India’s Imports

(Share in Per cent)

Region/Country April-March April-December
2012-13 |2013-14 | 2013-14R | 2014-15P
I.  OECD Countries 28.8 25.6 26.1 25.9
European Union 10.6 11.1 11.2 10.5
Of which: France 0.9 0.8 0.8 0.8
Germany 2.9 2.9 2.9 2.8
UK 1.3 1.3 1.5 1.1
North America 5.7 5.7 5.9 5.5
Of which: US 5.1 5.0 52 4.6
Asia and Oceania 5.3 4.4 4.5 4.6
Other OECD Countries 7.1 4.5 4.6 5.4
Of which: Switzerland 6.5 4.1 43 4.9
1. OPEC 38.3 39.4 39.3 35.9
III. Eastern Europe 1.6 1.7 1.7 1.7
IV. Developing Countries 30.8 32 32.1 34.8
Asia 235 248 25.0 26.6
SAARC 0.5 0.6 0.5 0.6
Other Asian Developing 23.0 24.2 245 26.0

Countries

of which: China 10.7 11.4 115 131
Africa 3.9 33 3.5 4.2
Latin American Countries 3.4 3.9 3.6 4.0
V. Others/ Unspecified 0.5 1.3 0.8 1.7
Total Imports 100 100 100 100

R:Revised; P:Provisional.
Source: Compiled from DGCI&S data.

II1. Trade Deficit

e  With imports outpacing exports in April-December
2014, India’s trade deficit widened, albeit only
modestly.

e Improvement in terms of trade in recent months

on account of the fall in import prices being larger

100

India’s Foreign Trade: 2014-15 (April-December)

than in export prices, helped in containing the
size of the trade deficit.

Bilateral trade data reveal that India's trade deficit
vis-a-vis China and Switzerland widened
significantly as imports sourced from these
countries rose sharply and exports declined
significantly.

IV. Outlook

The trade deficit remained contained largely due
to fall in international oil prices compressing the
overall import bill and compensating for the
contraction in exports.

Although the sharp fall in international prices of
key commodities (e.g., crude oil, iron ore and other
primary commodities) has resulted in terms of
trade gains for India, continuing geopolitical
uncertainties with adverse implications for oil
production in the Middle East and cut in oil
production in the US remain contingent risks to
the outlook.

Further, domestic production shortages in certain
sectors need to be addressed through capacity
additions and other policy measures so as to
gradually reduce dependence on imports.

From the medium-term perspective, a policy focus
on enhancing productivity and competitiveness
is required for the revival of exports on an
enduring basis so that resilience to external shocks
is gradually built.
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No. 1: Select Economic Indicators

CURRENT STATISTICS

Item 2013-14 2014-15
2013-14
Q2 Q3 Q2 Q3
1 2 3 4 5
1 Real Sector (% Change)
1.1 GDP 6.6 7.5 6.6 7.8 7.5
1.1.1 Agriculture 3.7 3.6 3.8 2.0 -0.4
1.1.2 Industry 5.3 4.2 5.5 5.5 4.6
1.1.3 Services 8.1 9.7 8.3 9.8 11.7
1.1a Final Consumption Expenditure 6.5 5.6 5.4 8.2 7.1
1.1b Gross Fixed Capital Formation 3.0 6.3 5.3 2.8 1.6
2014 2015
2013-14
Jan. Feb. Jan. Feb.
1 2 3 4 5
1.2 Index of Industrial Production -0.1 1.1 -2.0 2.6
2 Money and Banking (% Change)
2.1 Scheduled Commercial Banks
2.1.1 Deposits 14.1 15.7 16.6 10.9 11.7
2.1.2 Credit 13.9 14.7 15.7 9.3 9.4
2.1.2.1 Non-food Credit 14.2 14.9 159 9.6 9.7
2.1.3 Investment in Govt. Securities 10.3 12.8 13.9 12.9 13.7
2.2 Money Stock Measures
2.2.1 Reserve Money (MO0) 14.4 9.1 8.8 10.2 11.2
2.2.2 Broad Money (M3) 13.2 11.3 9.6 11.2 11.5
3 Ratios (%)
3.1 Cash Reserve Ratio 4.00 4.00 4.00 4.00 4.00
3.2 Statutory Liquidity Ratio 23.00 23.00 23.00 22.00 21.50
3.3 Cash-Deposit Ratio 4.7 4.9 5.0 4.7 4.9
3.4 Credit-Deposit Ratio 77.8 76.7 77.5 76.0 75.9
3.5 Incremental Credit-Deposit Ratio 76.8 66.4 74.1 56.0 58.4
3.6 Investment-Deposit Ratio 28.7 29.4 29.2 29.9 29.8
3.7 Incremental Investment-Deposit Ratio 21.6 26.4 25.5 43.4 39.2
4 Interest Rates (%)
4.1 Policy Repo Rate 8.00 8.00 8.00 7.75 7.75
4.2 Reverse Repo Rate 7.00 7.00 7.00 6.75 6.75
4.3 Marginal Standing Facility (MSF) Rate 9.00 9.00 9.00 8.75 8.75
4.4 Bank Rate 9.00 9.00 9.00 8.75 8.75
4.5 Base Rate 10.00/10.25 10.00/10.25 10.00/10.25 10.00/10.25 10.00/10.25
4.6 Term Deposit Rate >1 Year 8.00/9.25 8.00/9.10 8.00/9.10 8.00/8.75 8.00/8.75
4.7 Savings Deposit Rate 4.00 4.00 4.00 4.00 4.00
4.8 Call Money Rate (Weighted Average) 8.59 8.11 7.93 7.79 7.65
4.9 91-Day Treasury Bill (Primary) Yield 8.86 8.90 9.15 8.23 8.39
4.10 182-Day Treasury Bill (Primary) Yield 8.86 8.95 9.10 8.14 8.33
4.11 364-Day Treasury Bill (Primary) Yield 8.96 8.67 8.67 7.91 8.04
4.12 10-Year Government Securities Yield 8.84 8.81 8.86 7.72 7.77
5 RBI Reference Rate and Forward Premia
5.1 INR-US$ Spot Rate (% Per Foreign Currency) 60.10 62.48 62.07 61.76 61.79
5.2 INR-Euro Spot Rate (% Per Foreign Currency) 82.58 84.60 85.03 70.03 69.29
5.3 Forward Premia of US$ 1-month (%) 9.78 8.07 9.47 7.09 9.32
3-month (%) 8.79 8.58 9.09 7.84 8.29
6-month (%) 8.95 8.26 8.64 7.35 7.99
6 Inflation (%)
6.1 All India Consumer Price Index . 8.6 8.0 52 5.4
6.2 Consumer Price Index for Industrial Workers 9.7 7.2 6.7 7.2 6.3
6.3 Wholesale Price Index 6.0 5.1 5.0 -0.4 -2.1
6.3.1 Primary Articles 9.8 6.8 6.3 33 1.4
6.3.2 Fuel and Power 10.1 9.8 8.8 -10.7 -14.7
6.3.3 Manufactured Products 3.0 3.0 3.4 1.1 0.3
7 Foreign Trade (% Change)
7.1 Imports -8.2 -18.9 -17.9 -11.5 -15.7
7.2 Exports 4.5 4.0 -5.7 -11.6 -15.0
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CURRENT STATISTICS

Reserve Bank Of Indla No. 2: RBI - Liabilities and Assets

(X Billion)
Item As on the Last Friday/ Friday
2014-15 2014 2015
Mar. Feb. 27 Mar. 6 Mar. 13 Mar. 20 Mar. 27
1 2 3 4 5 6 7
1 Issue Department
1.1 Liabilities
1.1.1 Notes in Circulation 14,264.95 | 12,835.11 14,064.12 14,232.84 14,334.97 14,289.06 14,264.95
1.1.2 Notes held in Banking Department 0.12 0.17 0.12 0.11 0.12 0.11 0.12
1.1/1.2 Total Liabilities (Total Notes Issued) or Assets 14,265.06 | 12,835.28 14,064.24 14,232.96 14,335.09 14,289.18 14,265.06
1.2 Assets
1.2.1 Gold Coin and Bullion 642.29 682.33 653.15 642.29 642.29 642.29 642.29
1.2.2 Foreign Securities 13,609.92 | 12,141.07 13,398.53 13,578.47 13,679.00 13,633.58 13,609.92
1.2.3 Rupee Coin 2.38 1.41 2.10 1.73 3.33 2.83 2.38
1.2.4 Government of India Rupee Securities 10.46 10.46 10.46 10.46 10.46 10.46 10.46
2 Banking Department
2.1 Liabilities
2.1.1 Deposits 5,953.69 | 4,721.36 5,172.45 4,981.54 5,276.93 5,928.31 5,953.69
2.1.1.1 Central Government 1.01 534.25 1.01 3.20 1.01 1.01 1.01
2.1.1.2 Market Stabilisation Scheme - - - - - - -
2.1.1.3 State Governments 21.40 0.42 0.42 3.46 0.42 24.58 21.40
2.1.1.4 Scheduled Commercial Banks 3,573.56 | 3,805.71 3,596.13 3,665.93 3,602.66 3,730.74 3,573.56
2.1.1.5 Scheduled State Co-operative Banks 35.10 39.04 33.38 35.70 3533 33.47 35.10
2.1.1.6 Non-Scheduled State Co-operative Banks 11.24 5.50 9.96 10.12 10.30 10.52 11.24
2.1.1.7 Other Banks 189.63 174.92 181.11 183.08 182.43 184.27 189.63
2.1.1.8 Others 2,121.76 161.52 1,350.43 1,080.05 1,444.78 1,943.72 2,121.76
2.1.2 Other Liabilities 8,002.15 8,567.95 7,884.14 7,839.26 7,833.19 7,937.91 8,002.15
2.1/2.2 Total Liabilities or Assets 13,955.84 | 13,289.32 13,056.58 12,820.79 13,110.12 13,866.22 13,955.84
2.2 Assets
2.2.1 Notes and Coins 0.12 0.17 0.12 0.11 0.12 0.11 0.12
2.2.2 Balances held Abroad 6,408.77 | 4,588.34 6,099.36 6,044.81 5,955.59 6,233.07 6,408.77
2.2.3 Loans and Advances
2.2.3.1 Central Government - - - - - - -
2.2.3.2 State Governments 57.60 14.88 5.61 19.31 2.97 34.83 57.60
2.2.3.3 Scheduled Commercial Banks 1,403.93 421.78 925.02 752.11 1,142.59 1,582.02 1,403.93
2.2.3.4 Scheduled State Co-op.Banks - - - - - - -
2.2.3.5 Industrial Dev. Bank of India - - - - - - -
2.2.3.6 NABARD - - - - - - -
2.2.3.7 EXIM Bank - - - - - - -
2.2.3.8 Others 107.73 77.15 46.94 40.28 45.95 42.10 107.73
2.2.4 Bills Purchased and Discounted
2.2.4.1 Internal - - - - - - -
2.2.4.2 Government Treasury Bills - - - - - - -
2.2.5 Investments 5,260.32 | 7,387.75 5,259.99 5,254.21 5,250.48 5,260.35 5,260.32
2.2.6 Other Assets 717.38 799.25 719.53 709.97 712.43 713.74 717.38
2.2.6.1 Gold 583.45 619.82 593.31 583.45 583.45 583.45 583.45
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No. 3: Liquidity Operations by RBI

CURRENT STATISTICS

(% Billion)
Date Liquidity Adjustment Facility OMO (Outright) Net Injection (+)/
Absorption (-)
Term (1+3+5+6+8-2-4-7)
Term Reverse Standing
R Repo/ Repo/ MSF qul.ll‘d'lty
Repo le;:l:e Overnight Overnight Facilities Sale Purchase
P Variable Variable
Rate Repo | Rate Reverse
Repo
1 2 3 4 5 6 7 8 9
Feb. 2, 2015 147.12 206.62 - - 0.25 -28.95 - - -88.20
Feb. 3, 2015 39.38 188.58 150.04 - 0.62 -0.71 3.00 - -2.25
Feb. 4, 2015 37.05 38.72 - - 2.20 2.03 - - 2.56
Feb. 5, 2015 24.64 25.04 - - 10.63 26.20 - - 36.43
Feb. 6, 2015 133.61 24.66 295.04 - 4.03 11.14 - - 419.16
Feb. 7, 2015 - - - 21.00 - - - 21.00
Feb. 9, 2015 212.95 53.49 292.65 - 3.50 -0.55 - - 455.06
Feb. 10, 2015 106.47 21.52 458.46 64.95 2.40 -3.75 - - 477.11
Feb. 11, 2015 86.65 13.49 - - 27.69 - - - 100.85
Feb. 12,2015 187.59 45.08 - 100.04 3.25 -0.79 - - 4493
Feb. 13,2015 90.16 54.71 204.58 - - -0.41 - - 239.62
Feb. 16,2015 188.01 21.60 250.06 - - 0.60 0.10 - 416.97
Feb. 18,2015 206.46 78.40 306.96 - 0.75 -0.05 - - 435.72
Feb. 20, 2015 192.94 192.87 500.06 - 0.85 -0.19 - - 500.79
Feb. 21,2015 - 5.00 - - 18.90 - - - 13.90
Feb. 23,2015 201.31 37.75 215.16 - 3.10 -0.30 - - 381.52
Feb. 24,2015 183.01 39.73 305.11 80.92 - 0.69 - - 368.16
Feb. 25,2015 187.01 37.09 200.02 - 3.05 - - - 352.99
Feb. 26, 2015 152.00 172.33 150.02 - 0.70 - - - 130.39
Feb. 27,2015 82.74 91.00 155.01 112.70 1.85 - - - 35.90
Feb. 28,2015 - 248.41 - - 0.50 - - - 24791
No. 4: Sale/ Purchase of U.S. Dollar by the RBI
Item 2014 2015
2013-14
Feb. Jan. Feb.
1 2 3 4
1 Net Purchase/ Sale of Foreign Currency (US$ Million) (1.1-1.2) 8,992.00 -530.00 12,137.00 7,874.00
1.1 Purchase (+) 52,394.00 15,259.00 9,630.00
1.2 Sale (-) 43,402.00 530.00 3,122.00 1,756.00
2 X equivalent at contract rate ( X Billion) 586.19 -30.68 754.14 494.14
3 Cumulative (over end-March) (US $ Million) 8,992.00 1,210.00 41,337.00 49,211.00
(% Billion) 586.19 83.26 2,455.27 2,949.41
4 Outstanding Net Forward Sales (—)/ Purchase (+) at the end of month -31,030.00 | -31,318.00 5,576.00 5,832.00
(USS$ Million)
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No. 5: RBI's Standing Facilities

(% Billion)
Item As on the Last Reporting Friday
2013-14 2014 2015
Feb. 21 Sep. 19 Oct. 31 Nov. 28 Dec. 26 Jan. 23 Feb. 20
1 2 3 4 5 6 7 8
1 MSF 176.3 56.0 0.6 0.2 7.5 333 14.2 0.9
2 Export Credit Refinance for Scheduled Banks
2.1 Limit 568.0 542.8 307.2 137.1 131.0 129.6 129.0 131.0
2.2 Outstanding 410.4 400.2 128.6 43.9 66.8 68.4 69.4 56.8
3 Liquidity Facility for PDs
3.1 Limit 28.0 28.0 28.0 28.0 28.0 28.0 28.0 28.0
3.2 Outstanding 22.2 15.7 233 20.1 11.8 17.1 18.8 19.8
4 Others
4.1 Limit - - - - - - - -
4.2 Outstanding - - - - - - - -
5 Total Outstanding (1+2.2+3.2+4.2) 608.9 471.9 152.5 64.2 86.1 118.8 102.4 77.5

Money and Banking

No. 6: Money Stock Measures

(X Billion)

Item Outstanding as on March 31/last reporting Fridays of the month/reporting Fridays
2013-14 2014 2015

Feb. 21 Jan. 23 Feb. 6 Feb. 20

1 2 3 4 5

1 Currency with the Public (1.1 + 1.2+ 1.3 -1.4) 12,483.4 12,393.9 13,504.1 13,622.8 13,721.5

1.1 Notes in Circulation 12,837.4 12,747.7 13,912.5 14,024.3 14,140.5

1.2 Circulation of Rupee Coin 166.0 164.3 180.0 180.0 180.0

1.3 Circulation of Small Coins 7.4 7.4 7.4 7.4 7.4

1.4 Cash on Hand with Banks 527.3 525.5 595.8 588.9 606.3

2 Deposit Money of the Public 8,063.5 7,797.8 8,498.4 8,616.2 8,731.1

2.1 Demand Deposits with Banks 8,043.9 7,782.7 8,415.8 8,533.7 8,644.2

2.2 ‘Other’ Deposits with Reserve Bank 19.7 15.1 82.6 82.6 86.9

3IM; (1+2) 20,547.0 20,191.7 22,002.4 22,239.0 22,452.6

4 Post Office Saving Bank Deposits 423.6 418.1 454.0 454.0 454.0

5M, 3+4) 20,970.6 20,609.8 22,456.5 22,693.1 22,906.6

6 Time Deposits with Banks 74,426.3 73,444.9 81,403.7 81,916.8 81,929.8

7 M3 (3+6) 94,973.3 93,636.6 103,406.1 104,155.9 104,382.4

8 Total Post Office Deposits 1,572.0 1,553.8 1,705.5 1,705.5 1,705.5

9 My (7+8) 96,545.3 95,190.4 105,111.6 105,861.3 106,087.9
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No. 7: Sources of Money Stock (M3)

(% Billion)
Sources Outstanding as on March 31/last reporting Fridays of
the month/reporting Fridays
2013-14 2014 2015

Feb. 21 Jan. 23 Feb. 6 Feb. 20

1 2 3 4 5

1 Net Bank Credit to Government 30,386.0 30,276.0 31,144.1 31,387.4 31,354.0
1.1 RBI’s net credit to Government (1.1.1-1.1.2) 6,987.1 6,589.5 4,594.3 4,765.4 4,632.6
1.1.1 Claims on Government 7,855.2 6,830.4 5,296.3 5,276.1 5,274.0

1.1.1.1 Central Government 7,844.1 6,825.9 5,267.0 5,263.4 5,259.8

1.1.1.2 State Governments 11.1 4.5 293 12.7 14.2

1.1.2 Government deposits with RBI 868.1 240.9 702.0 510.7 641.4
1.1.2.1 Central Government 867.7 240.5 701.6 510.3 641.0

1.1.2.2 State Governments 0.4 0.4 0.4 0.4 0.4

1.2 Other Banks’ Credit to Government 23,398.9 23,686.5 26,549.8 26,622.1 26,721.4

2 Bank Credit to Commercial Sector 64,424.8 62,985.1 68,605.0 69,083.6 69,220.6
2.1 RBI’s credit to commercial sector 88.4 78.8 58.8 55.9 60.5

2.2 Other banks’ credit to commercial sector 64,336.4 62,906.3 68,546.2 69,027.7 69,160.1
2.2.1 Bank credit by commercial banks 59,941.0 58,458.3 63,938.1 64,415.2 64,533.9

2.2.2 Bank credit by co-operative banks 43578 4,398.4 4,560.1 4,565.5 4,578.8

2.2.3 Investments by commercial and co-operative banks in other securities 37.7 49.5 47.9 47.0 474

3 Net Foreign Exchange Assets of Banking Sector (3.1 + 3.2) 19,239.5 18,875.1 20,708.2 21,253.6 21,607.2
3.1 RBI’s net foreign exchange assets (3.1.1-3.1.2) 18,025.3 17,902.0 19,736.5 20,281.9 20,635.5
3.1.1 Gross foreign assets 18,025.6 17,902.3 19,736.8 20,282.2 20,636.0

3.1.2 Foreign liabilities 0.3 0.4 0.3 0.2 0.5

3.2 Other banks’ net foreign exchange assets 1,214.2 973.1 971.7 971.7 971.7

4 Government’s Currency Liabilities to the Public 173.4 171.7 187.4 187.4 187.4
5 Banking Sector’s Net Non-monetary Liabilities 19,250.4 18,671.3 17,238.5 17,756.2 17,986.9
5.1 Net non-monetary liabilities of RBI 8,433.2 8,897.7 7,757.2 7,935.7 8,134.8
5.2 Net non-monetary liabilities of other banks (residual) 10,817.2 9,773.7 9,481.3 9,820.5 9,852.1
M3 (1+2+3+4-5) 94,973.3 93,636.6) 103,406.1) 104,155.9| 104,382.4
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No. 8: Monetary Survey

(X Billion)
Item Outstanding as on March 31/last reporting Fridays of the
month/reporting Fridays
2013-14 2014 2015
Feb. 21 Jan. 23 Feb. 6 Feb. 20
1 2 3 4 5
Monetary Aggregates
NM ;| (1.1 +1.2.1+1.3) 20,547.0 20,191.7 22,002.4 22,239.0 22,452.6
NM, (NM ;+1.2.2.1) 52,895.1 52,096.1 57,454.5 57,915.4 58,122.1
NM 3 (NM2 +1222+14=21+22+23-24-25) 94,642.2 93,347.9 102,934.8 103,699.7 103,968.8
1 Components
1.1 Currency with the Public 12,483.4 12,393.9 13,504.1 13,622.8 13,721.5
1.2 Aggregate Deposits of Residents 79,928.7 78,681.5 87,198.0 87,814.4 87,909.7
1.2.1 Demand Deposits 8,043.9 7,782.7 8,415.8 8,533.7 8,644.2
1.2.2 Time Deposits of Residents 71,884.8 70,898.7 78,782.3 79,280.7 79,265.6
1.2.2.1 Short-term Time Deposits 32,348.2 31,904.4 35,452.0 35,676.3 35,669.5
1.2.2.1.1 Certificates of Deposit (CDs) 3,741.3 3,315.3 2,725.0 3,411.5 2,708.9
1.2.2.2 Long-term Time Deposits 39,536.7 38,994.3 43,330.2 43,604.4 43,596.1
1.3 “‘Other’ Deposits with RBI 19.7 15.1 82.6 82.6 86.9
1.4 Call/Term Funding from Financial Institutions 2,210.4 2,257.5 2,150.1 2,179.9 2,250.6
2 Sources
2.1 Domestic Credit 98,951.7 97,422.5 104,303.3 105,054.9 105,194.0
2.1.1 Net Bank Credit to the Government 30,386.0 30,276.0 31,144.1 31,387.4 31,354.0
2.1.1.1 Net RBI credit to the Government 6,987.1 6,589.5 4,594.3 4,765.4 4,632.6
2.1.1.2 Credit to the Government by the Banking System 23,398.9 23,686.5 26,549.8 26,622.1 26,721.4
2.1.2 Bank Credit to the Commercial Sector 68,565.7 67,146.5 73,159.3 73,667.5 73.,840.0
2.1.2.1 RBI Credit to the Commercial Sector 88.4 78.8 58.8 55.9 60.5
2.1.2.2 Credit to the Commercial Sector by the Banking System 68,477.3 67,067.6 73,100.5 73,611.6 73,779.4
2.1.2.2.1 Other Investments (Non-SLR Securities) 4,120.9 4,118.9 4,510.7 4,544.0 4,577.4
2.2 Government’s Currency Liabilities to the Public 173.4 171.7 187.4 187.4 187.4
2.3 Net Foreign Exchange Assets of the Banking Sector 16,047.4 15,774.0 17,629.3 18,235.0 18,756.9
2.3.1 Net Foreign Exchange Assets of the RBI 18,025.3 17,902.0 19,736.5 20,281.9 20,635.5
2.3.2 Net Foreign Currency Assets of the Banking System —-1,977.9 -2,128.0 -2,107.2 -2,046.9 —1,878.6
2.4 Capital Account 15,946.0 16,183.2 16,591.3 16,615.3 16,744 .4
2.5 Other items (net) 4,584.3 3,837.1 2,593.9 3,162.3 3,425.0
No. 9: Liquidity Aggregates
(% Billion)
Aggregates 2013-14 2014 2015
Feb. Dec. Jan. Feb.
1 2 3 4 5
1 NM; 94,642.2 93,347.9 101,803.9 102,934.8 103,968.8
2 Postal Deposits 1,572.0 1,553.8 1,705.5 1,705.5 1,705.5
3 Ll (1+2) 96,214.2 94,901.7 103,509.4 104,640.2 105,674.3
4 Liabilities of Financial Institutions 293 29.3 29.3 293 293
4.1 Term Money Borrowings 26.6 26.6 26.6 26.6 26.6
4.2 Certificates of Deposit 0.3 0.3 0.3 0.3 0.3
4.3 Term Deposits 2.5 2.5 2.5 2.5 2.5
5L, (3+4) 96,243.5 94,931.0 103,538.7 104,669.5 105,703.6
6 Public Deposits with Non-Banking Financial Companies 203.8 228.0
7 L3 (5+6) 96,447.3 103,766.8
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No. 10: Reserve Bank of India Survey

CURRENT STATISTICS

(X Billion)
Ttem Outstanding as on March 31/last reporting Fridays of the
month/reporting Fridays
2013-14 2014 2015
Feb. 21 Jan. 23 Feb. 6 Feb. 20
1 2 3 4 5
1 Components
1.1 Currency in Circulation 13,010.7 12,919.4 14,099.8 14,211.7 14,3279
1.2 Bankers’ Deposits with the RBI 4,297.0 3,316.8 3,709.6 3,856.2 3,656.9
1.2.1 Scheduled Commercial Banks 4,070.8 3,120.0 3,486.7 3,632.3 3,433.1
1.3 ‘Other’ Deposits with the RBI 19.7 15.1 82.6 82.6 86.9
Reserve Money (1.1 +1.2+1.3=2.1+22+23-24-25) 17,327.4 16,251.3 17,892.0 18,150.5 18,071.6
2 Sources
2.1 RBI’s Domestic Credit 7,562.0 7,075.3 5,725.3 5,616.8 5,383.5
2.1.1 Net RBI credit to the Government 6,987.1 6,589.5 4,594.3 4,765.4 4,632.6
B TR VR W RPN S 6976.4|  65854|  45654| 47531\ 46188
2.1.1.1.1 Loans and Advances to the Central Government - - - — -
2.1.1.1.2 Investments in Treasury Bills - - - - -
2.1.1.1.3 Investments in dated Government Securities 7,842.9 6,824.6 5,264.8 5,262.0 5,257.3
2.1.1.1.3.1 Central Government Securities 7,832.4 6,814.1 5,254.3 5,251.5 5,246.8
2.1.1.1.4 Rupee Coins 1.3 1.4 2.2 1.4 2.6
2.1.1.1.5 Deposits of the Central Government 867.7 240.5 701.6 510.3 641.0
2.1.1.2 Net RBI credit to State Governments 10.6 4.1 28.9 12.3 13.8
2.1.2 RBI’s Claims on Banks 486.5 406.9 1,072.2 795.6 690.4
2.1.2.1 Loans and Advances to Scheduled Commercial Banks 484.7 405.0 1,071.7 795.0 689.9
2.1.3 RBI’s Credit to Commercial Sector 88.4 78.8 58.8 55.9 60.5
2.1.3.1 Loans and Advances to Primary Dealers 25.2 24.7 18.8 20.5 19.8
2.1.3.2 Loans and Advances to NABARD — - - — -
2.2 Government’s Currency Liabilities to the Public 173.4 171.7 187.4 187.4 187.4
2.3 Net Foreign Exchange Assets of the RBI 18,025.3 17,902.0 19,736.5 20,281.9 20,635.5
2.3.1 Gold 1,296.2 1,254.3 1,227.2 1,246.5 1,246.5
2.3.2 Foreign Currency Assets 16,729.3 16,647.9 18,509.4 19,035.6 19,389.2
2.4 Capital Account 8,315.7 8,557.7 8,166.4 8,166.4 8,166.4
2.5 Other Items (net) 117.5 340.0 -409.2 -230.8 -31.7
No. 11: Reserve Money - Components and Sources
(X Billion)
Item Outstanding as on March 31/ last Fridays of the month/ Fridays
2013-14 2014 2015
Feb. 28 Jan. 30 Feb. 6 Feb. 13 Feb. 20 Feb. 27
1 2 3 4 5 6 7
Reserve Money
(11+12+13=21+22+23+24+2.5-2.6) 17,327.4| 16,397.6| 17,781.1| 18,150.5| 18,119.1| 18,071.6| 18,164.3
1 Components
1.1 Currency in Circulation 13,010.7 | 12,883.7| 14,049.6| 14,211.7| 14,3239 | 14,327.9| 14,251.5
1.2 Bankers' Deposits with RBI 4,297.0 3,499.7 3,647.5 3,856.2 3,712.1 3,656.9 3,820.6
1.3 “‘Other’ Deposits with RBI 19.7 14.3 84.0 82.6 83.2 86.9 92.2
2 Sources
2.1 Net Reserve Bank Credit to Government 6,987.1 6,796.3 4,567.5 4,765.4 4,342.8 4,632.6 4,368.9
2.2 Reserve Bank Credit to Banks 486.5 360.6 658.9 795.6 1,072.9 690.4 721.8
2.3 Reserve Bank Credit to Commercial Sector 88.4 78.6 59.6 55.9 60.0 60.5 59.5
2.4 Net Foreign Exchange Assets of RBI 18,025.3| 17,927.9| 20,167.2| 20,281.9| 20,537.2| 20,635.5| 20,743.8
2.5 Government's Currency Liabilities to the Public 173.4 171.7 187.4 187.4 187.4 187.4 187.4
2.6 Net Non- Monetary Liabilities of RBI 8,433.2 8,937.5 7,859.4 7,935.7 8,081.2 8,134.8 7,917.1
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No. 12: Commercial Bank Survey

(% Billion)
Item Outstanding as on last reporting Fridays of the month/
reporting Fridays of the month
2013-14 2014 2015
Feb. 21 Jan. 23 Feb. 6 Feb. 20
1 2 3 4 5
1 Components
1.1 Aggregate Deposits of Residents 74,514.1 73,219.9 81,3854 81,993.1 82,084.0
1.1.1 Demand Deposits 7,139.2 6,878.4 7,463.4 7,581.1 7,690.8
1.1.2 Time Deposits of Residents 67,374.9 66,341.5 73,922.0 74,412.0 74,393.2
1.1.2.1 Short-term Time Deposits 30,318.7 29,853.7 33,264.9 33,485.4 33,477.0
1.1.2.1.1 Certificates of Deposits (CDs) 3,741.3 33153 2,725.0 3411.5 2,708.9
1.1.2.2 Long-term Time Deposits 37,056.2 36,487.8 40,657.1 40,926.6 40,916.3
1.2 Call/Term Funding from Financial Institutions 2,210.4 2,257.5 2,150.1 2,179.9 2,250.6
2 Sources
2.1 Domestic Credit 86,123.0 84,902.6 93,610.2 94,182.5 94,431.6
2.1.1 Credit to the Government 22,111.9 22,3533 25,183.5 25,250.6 25,345.0
2.1.2 Credit to the Commercial Sector 64,011.1 62,549.3 68,426.7 68,931.9 69,086.6
2.1.2.1 Bank Credit 59,941.0 58,458.3 63,938.1 64,415.2 64,533.9
2.1.2.1.1 Non-food Credit 58,956.2 57,392.7 62,908.2 63,385.3 63,536.5
2.1.2.2 Net Credit to Primary Dealers 22.5 452 46.2 42.5 44.6
2.1.2.3 Investments in Other Approved Securities 16.3 16.5 213 19.9 20.4
2.1.2.4 Other Investments (in non-SLR Securities) 4,031.3 4,029.2 4,421.1 4,454.4 4,487.7
2.2 Net Foreign Currency Assets of Commercial Banks (2.2.1-2.2.2-2.2.3) -1,977.9 -2,128.0 -2,107.2 —2,046.9 -1,878.6
2.2.1 Foreign Currency Assets 1,495.3 1,370.1 1,271.1 1,319.3 1,567.4
2.2.2 Non-resident Foreign Currency Repatriable Fixed Deposits 2,541.5 2,546.2 2,621.4 2,636.1 2,664.2
2.2.3 Overseas Foreign Currency Borrowings 931.7 951.8 756.8 730.1 781.8
2.3 Net Bank Reserves (2.3.142.3.2-2.3.3) 3,206.0 3,168.8 2,938.9 3,353.8 3,276.7
2.3.1 Balances with the RBI 3,163.4 3,120.0 3,486.7 3,632.3 3,433.1
2.3.2 Cash in Hand 458.7 453.8 523.9 516.5 533.5
2.3.3 Loans and Advances from the RBI 416.1 405.0 1,071.7 795.0 689.9
2.4 Capital Account 7,388.6 7,383.8 8,183.2 8,207.2 8,336.3
2.5 Other items (net) (2.1+2.2+2.3-2.4-1.1-1.2) 3,238.1 3,082.2 2,723.3 3,109.1 3,158.7
2.5.1 Other Demand and Time Liabilities (net of 2.2.3) 3,451.6 3,421.2 3,555.3 3,877.4 3,681.0
2.5.2 Net Inter-Bank Liabilities (other than to PDs) —666.1 —609.2 —461.7 —467.7 —485.5
No. 13: Scheduled Commercial Banks' Investments
(X Billion)
Item As on 2014 2015
March 21,
2014 Feb. 21 Jan. 23 Feb. 06 Feb. 20
1 2 3 4 5
1 SLR Securities 22,128.2 22,369.8 24,902.2 25,270.4 25,365.4
2 Commercial Paper 159.5 150.0 384.3 379.7 4259
3 Shares issued by
3.1 PSUs 82.9 88.6 69.2 86.3 85.0
3.2 Private Corporate Sector 334.2 334.7 347.2 351.6 354.7
3.3 Others 9.4 11.2 30.1 31.3 31.1
4 Bonds/Debentures issued by
4.1 PSUs 831.5 775.2 805.0 779.3 791.9
4.2 Private Corporate Sector 1,159.1 1,148.5 1,159.0 1,157.4 1,149.7
4.3 Others 459.8 441.9 481.9 505.9 479.7
5 Instruments issued by
5.1 Mutual funds 401.1 474.1 580.3 584.3 575.0
5.2 Financial institutions 593.8 605.1 636.7 578.6 594.7
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No. 14: Business in India - All Scheduled Banks and All Scheduled Commercial Banks

(X Billion)

Item As on the Last Reporting Friday (in case of March)/ Last Friday

All Scheduled Banks All Scheduled Commercial Banks
2013-14 2014 2015 2013-14 2014 2015
Feb. Jan. Feb. Feb. Jan. Feb.

1 2 3 4 5 6 7 8
Number of Reporting Banks 213 213 214 214 146 146 147 147
1 Liabilities to the Banking System 1,308.7 1,181.7 1,611.4 1,580.6 1,261.9 1,136.6 1,558.5 1,529.4
1.1 Demand and Time Deposits from Banks 821.7 785.0 1,129.5 1,119.5 777.2 743.0 1,080.0 1,069.2
1.2 Borrowings from Banks 351.9 347.8 419.7 399.5 349.7 344.8 416.4 398.7
1.3 Other Demand and Time Liabilities 135.1 48.8 62.2 61.6 135.0 48.8 62.1 61.4
2 Liabilities to Others 85,878.6 86,189.2 93,470.3 95,095.8 | 83,649.3 83,981.0 91,062.6 92,686.5
2.1 Aggregate Deposits 79,200.8 78,691.3 86,387.4 87,821.2 | 77,055.6 76,577.0 84,078.1 85,513.1
2.1.1 Demand 7,312.5 7,462.4 7,947.3 8,207.5 | 7,139.2 7,294.0 7,762.1 8,023.7
2.1.2 Time 71,888.4 71,2289 78,440.2 79,613.6 | 69,916.4 69,283.0 76,316.0 77,489.3
2.2 Borrowings 2,227.8 2,653.7 2,504.6 2,497.0 | 22104 2,628.1 2,474.5 2,470.2
2.3 Other Demand and Time Liabilities 4,449.9 4,844.3 4,578.3 4,777.6 | 4,383.3 4,775.9 4,509.9 4,703.2
3 Borrowings from Reserve Bank 417.9 360.6 770.7 925.5 416.1 358.7 770.6 925.0
3.1 Against Usance Bills /Promissory Notes - - - - - - - -
3.2 Others 417.9 360.6 770.7 925.5 416.1 358.7 770.6 925.0
4 Cash in Hand and Balances with Reserve Bank 3,729.1 3,904.6 4,076.4 4,267.6 3,622.1 3,796.3 3,961.9 4,153.8
4.1 Cash in Hand 470.0 507.1 552.2 570.0 458.7 493.8 540.6 557.7
4.2 Balances with Reserve Bank 3,259.0 3,397.5 3,524.2 3,697.6 | 3,163.4 3,302.5 34213 3,596.1
5 Assets with the Banking System 2,325.9 2,116.7 2,277.9 2,483.9 1,950.5 1,753.1 1,891.9 2,103.7
5.1 Balances with Other Banks 1,191.9 1,145.1 1,379.2 1,576.6 1,062.3 1,015.9 1,217.6 1,415.9
5.1.1 In Current Account 1153 128.4 105.0 125.7 97.3 107.4 87.9 111.0
5.1.2 In Other Accounts 1,076.6 1,016.7 1,274.2 1,450.9 965.0 908.5 1,129.6 1,304.9
5.2 Money at Call and Short Notice 453.7 401.8 397.5 367.4 278.0 239.9 239.9 208.5
5.3 Advances to Banks 170.8 146.0 146.0 141.7 167.4 140.6 142.6 138.4
5.4 Other Assets 509.5 423.8 355.2 398.2 442.7 356.8 291.8 341.0
6 Investment 22,797.6 23,042.9 25,856.2 26,171.9 | 22,128.2 22,375.1 25,172.5 25,446.1
6.1 Government Securities 22,778.7 23,023.6 25,835.5 26,147.2 | 22,111.9 22,358.8 25,155.4 25,425.4
6.2 Other Approved Securities 18.9 19.3 20.7 24.6 16.3 16.4 17.1 20.8
7 Bank Credit 61,794.9 61,162.5 65,880.7 66,913.6 | 59,941.0 59,330.2 63,869.8 64,879.3
7a Food Credit 1,095.2 1,168.3 1,166.0 1,106.3 984.8 1,057.9 1,032.2 972.5
7.1 Loans, Cash-credits and Overdrafts 59,517.5 58,914.4 63,659.2 64,673.7 | 57,690.8 57,109.1 61,678.2 62,671.1
7.2 Inland Bills-Purchased 387.8 391.9 358.2 350.1 384.4 388.9 353.3 3452
7.3 Inland Bills-Discounted 1,121.7 1,099.7 1,177.7 1,194.1 1,105.8 1,083.1 1,158.5 1,173.6
7.4 Foreign Bills-Purchased 266.9 266.7 244.7 254.8 262.9 262.8 2433 253.4
7.5 Foreign Bills-Discounted 501.0 489.7 440.9 440.9 497.1 486.3 436.4 436.1
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No. 15: Deployment of Gross Bank Credit by Major Sectors

(% Billion)
Item Outstanding as on Growth (%)
Mt e | s | Fned ] e
Feb. 21 Jan. 23 Feb. 20 2014-15 2015

1 2 3 4 5 6

1 Gross Bank Credit 56,572 55,193 59,712 60,327 6.6 9.3
1.1 Food Credit 912 990 1,070 1,041 14.1 5.1
1.2 Non-food Credit 55,660 54,203 58,643 59,286 6.5 9.4
1.2.1 Agriculture & Allied Activities 6,694 6,510 7,549 7,585 13.3 16.5
1.2.2 Industry 25,229 24,648 25,877 26,128 3.6 6.0
1.2.2.1 Micro & Small 3,517 3,404 3,721 3,728 6.0 9.5

1.2.2.2 Medium 1,274 1,275 1,285 1,300 2.0 2.0

1.2.2.3 Large 20,438 19,969 20,872 21,100 32 5.7

1.2.3 Services 13,351 12,885 13,511 13,788 33 7.0
1.2.3.1 Transport Operators 894 885 872 878 -1.8 0.7

1.2.3.2 Computer Software 176 175 169 163 -7.4 -7.1

1.2.3.3 Tourism, Hotels & Restaurants 392 392 357 361 -7.9 -8.0

1.2.3.4 Shipping 99 94 92 98 -1.5 3.8

1.2.3.5 Professional Services 705 693 723 729 34 5.1

1.2.3.6 Trade 3,237 3,151 3,390 3,485 7.6 10.6

1.2.3.6.1 Wholesale Trade 1,709 1,665 1,705 1,782 42 7.0

1.2.3.6.2 Retail Trade 1,528 1,486 1,686 1,703 11.5 14.6

1.2.3.7 Commercial Real Estate 1,544 1,470 1,665 1,681 8.9 14.3

1.2.3.8 Non-Banking Financial Companies (NBFCs) 2,946 2,819 2,962 3,020 2.5 7.1

1.2.3.9 Other Services 3,358 3,205 3,280 3,373 0.5 52

1.2.4 Personal Loans 10,386 10,159 11,705 11,786 13.5 16.0
1.2.4.1 Consumer Durables 128 124 149 150 16.9 21.2

1.2.4.2 Housing 5,423 5,291 6,137 6,211 14.5 17.4

1.2.4.3 Advances against Fixed Deposits 639 569 629 608 —4.7 7.0

1.2.4.4 Advances to Individuals against share & bonds 39 36 45 46 17.0 26.5

1.2.4.5 Credit Card Outstanding 249 254 311 312 25.3 22.7

1.2.4.6 Education 600 602 636 635 5.7 5.5

1.2.4.7 Vehicle Loans 1,301 1,285 1,479 1,493 14.7 16.1

1.2.4.8 Other Personal Loans 2,006 1,999 2,319 2,332 16.2 16.7

1.2A Priority Sector 18,412 17,942 19,759 19,842 7.8 10.6
1.2A.1 Agriculture & Allied Activities 6,694 6,510 7,549 7,585 13.3 16.5
1.2A.2 Micro & Small Enterprises 7,142 6,951 7,800 7,836 9.7 12.7
1.2A.2.1 Manufacturing 3,517 3,404 3,721 3,728 6.0 9.5

1.2A.2.2 Services 3,625 3,546 4,079 4,107 133 15.8

1.2A.3 Housing 3,034 2,985 3,226 3,217 6.0 7.8
1.2A.4 Micro-Credit 174 175 172 175 0.2 -0.3
1.2A.5 Education Loans 579 571 596 593 2.3 3.7
1.2A.6 State-Sponsored Orgs. for SC/ST 3 1 4 4 7.0 144.1
1.2A.7 Weaker Sections 3,862 3,549 3,965 3,986 32 12.3
1.2A.8 Export Credit 483 434 391 405 -16.2 6.8
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(X Billion)

Industry Outstanding as on Growth (%)

M | e
Feb. 21 Jan. 23 Feb. 20 2014-15 2015
1 2 3 4 5 6
1 Industry 25,229 24,648 25,877 26,128 3.6 6.0
1.1 Mining & Quarrying (incl. Coal) 353 357 362 359 1.7 0.7
1.2 Food Processing 1,480 1,454 1,576 1,650 11.5 13.5
1.2.1 Sugar 348 337 351 377 8.3 11.6
1.2.2 Edible Oils & Vanaspati 213 211 206 200 —6.1 -5.5
1.2.3 Tea 32 31 32 32 -1.6 1.9
1.2.4 Others 887 874 987 1,042 17.5 19.2
1.3 Beverage & Tobacco 186 173 191 190 1.9 9.5
1.4 Textiles 2,040 2,000 1,994 2,013 -1.3 0.6
1.4.1 Cotton Textiles 1,011 988 976 994 -1.7 0.7
1.4.2 Jute Textiles 20 20 23 22 11.7 13.2
1.4.3 Man-Made Textiles 216 214 200 206 —4.4 -3.6
1.4.4 Other Textiles 793 779 795 790 -0.3 1.5
1.5 Leather & Leather Products 103 100 104 101 -1.2 1.3
1.6 Wood & Wood Products 94 92 95 96 2.9 4.8
1.7 Paper & Paper Products 331 329 346 346 4.4 5.2
1.8 Petroleum, Coal Products & Nuclear Fuels 635 571 554 533 -16.0 —6.6
1.9 Chemicals & Chemical Products 1,677 1,571 1,526 1,519 -9.4 -3.3
1.9.1 Fertiliser 306 268 251 245 -20.0 -8.8
1.9.2 Drugs & Pharmaceuticals 492 491 486 486 -1.2 -1.0
1.9.3 Petro Chemicals 435 363 353 349 -19.8 -3.9
1.9.4 Others 443 448 437 440 -0.8 -1.9
1.10 Rubber, Plastic & their Products 368 364 371 371 0.7 1.7
1.11 Glass & Glassware 87 87 88 89 2.4 2.6
1.12 Cement & Cement Products 541 529 561 560 3.4 5.8
1.13 Basic Metal & Metal Product 3,620 3,532 3,725 3,774 4.3 6.8
1.13.1 Iron & Steel 2,685 2,630 2,729 2,765 3.0 5.1
1.13.2 Other Metal & Metal Product 934 903 996 1,009 8.0 11.8
1.14 All Engineering 1,456 1,418 1,477 1,520 4.4 7.2
1.14.1 Electronics 367 349 373 392 6.6 12.1
1.14.2 Others 1,088 1,069 1,104 1,128 3.7 5.6
1.15 Vehicles, Vehicle Parts & Transport Equipment 677 673 680 676 -0.2 0.4
1.16 Gems & Jewellery 720 697 697 731 1.6 4.9
1.17 Construction 614 608 731 739 20.3 21.4
1.18 Infrastructure 8,398 8,286 9,013 9,118 8.6 10.0
1.18.1 Power 4,883 4,847 5,458 5,521 13.1 13.9
1.18.2 Telecommunications 904 871 865 859 —4.9 -1.4
1.18.3 Roads 1,574 1,551 1,653 1,668 6.0 7.5
1.18.4 Other Infrastructure 1,036 1,016 1,037 1,069 3.1 52
1.19 Other Industries 1,850 1,807 1,785 1,743 -5.8 -3.6
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No. 17: State Co-operative Banks Maintaining Accounts with the Reserve Bank of India

(X Billion)
Item Last Reporting Friday (in case of March)/Last Friday/
Reporting Friday
2013-14 2013 2014
Nov. 29 Oct. 17 Oct. 31 Nov. 14 Nov. 28
1 2 3 4 5 6
Number of Reporting Banks 31 31 31 31 31 31
1 Aggregate Deposits (2.1.1.2+2.2.1.2) 417.9 367.6 426.9 4222 428.4 400.5
2 Demand and Time Liabilities
2.1 Demand Liabilities 139.7 129.7 143.7 140.5 1382 137.9
2.1.1 Deposits
2.1.1.1 Inter-Bank 25.4 17.2 25.6 23.9 24.9 24.8
2.1.1.2 Others 76.2 74.0 76.2 76.1 713 77.3
2.1.2 Borrowings from Banks 7.2 12.4 14.9 14.0 10.0 10.3
2.1.3 Other Demand Liabilities 30.9 26.1 27.1 26.6 26.0 25.5
2.2 Time Liabilities 899.5 829.0 859.7 834.4 843.0 844.1
2.2.1 Deposits
2.2.1.1 Inter-Bank 541.4 5259 486.9 476.8 480.9 509.0
2.2.1.2 Others 341.7 293.6 350.7 346.1 351.1 323.1
2.2.2 Borrowings from Banks 59 - 0.1 0.1 - 0.1
2.2.3 Other Time Liabilities 10.2 9.4 22.0 11.3 11.1 11.9
3 Borrowing from Reserve Bank - - - - - -
4 Borrowings from a notified bank / State Government 337.9 379.1 424.1 424.2 4254 4213
4.1 Demand 162.6 151.6 167.7 169.5 167.6 168.6
4.2 Time 175.3 2275 256.4 254.7 257.8 252.7
5 Cash in Hand and Balances with Reserve Bank 43.0 34.9 37.7 44.0 36.8 37.1
5.1 Cash in Hand 22 2.2 2.3 9.1 2.2 2.5
5.2 Balance with Reserve Bank 40.8 32.7 354 349 34.7 34.6
6 Balances with Other Banks in Current Account 8.3 6.4 7.6 7.9 8.4 7.8
7 Investments in Government Securities 289.4 282.7 291.7 286.6 280.6 278.8
8 Money at Call and Short Notice 213.9 177.8 184.7 178.1 181.1 188.1
9 Bank Credit (10.1+11) 3882 363.6 380.1 410.5 381.4 3713
10 Advances
10.1 Loans, Cash-Credits and Overdrafts 388.2 363.5 380.1 410.5 381.3 377.2
10.2 Due from Banks 650.1 645.4 692.7 688.5 687.6 686.4
11 Bills Purchased and Discounted - 0.1 - - 0.1 0.1
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Prices and Production

No. 18: Consumer Price Index (Base: 2012=100)

Group/Sub group 2013-14 Rural Urban Combined
Rural Urban |Combined| Feb. 14 | Jan. 15 | Feb. 15 | Feb. 14 | Jan. 15 | Feb. 15 | Feb. 14 | Jan. 15 | Feb. 15
1 2 3 4 5 6 7 8 9 10 11 12
1 Food and beverages 115.0 116.6 115.6 115.3 122.8 122.8 115.2 123.5 123.6 115.3 123.1 123.1
1.1 Cereals and products 115.6 118.8 116.6 119.4 123.1 123.4 121.9 124.0 124.2 120.2 123.4 123.7
1.2 Meat and fish 114.7 118.7 116.1 117.7 123.1 124.4 122.0 125.5 126.6 119.2 123.9 125.2
1.3 Egg 113.8 116.9 115.0 121.2 122.1 122.2 124.5 126.6 119.5 122.5 123.8 121.2
1.4 Milk and products 111.4 110.4 111.0 115.0 124.9 125.8 115.2 125.2 125.6 115.1 125.0 125.7
1.5 Oils and fats 107.5 102.2 105.6 109.0 111.0 111.3 102.5 104.3 104.9 106.6 108.5 108.9
1.6 Fruits 112.9 110.7 111.9 116.6 130.4 129.4 114.1 121.3 121.5 115.4 126.2 125.7
1.7 Vegetables 133.1 146.2 137.5 116.0 132.3 128.1 111.5 134.4 131.8 114.5 133.0 129.4
1.8 Pulses and products 108.1 106.1 107.5 109.8 117.2 118.7 108.2 122.9 125.1 109.3 119.1 120.9
1.9 Sugar and confectionery 103.3 99.6 102.1 101.1 100.5 99.8 95.4 96.1 95.0 99.2 99.0 98.2
1.10 Spices 107.7 109.3 108.2 110.4 117.2 118.5 113.5 126.6 127.7 111.4 120.3 121.6
1.11 Non-alcoholic beverages 110.4 111.0 110.6 112.9 117.9 118.6 112.1 116.5 116.8 112.6 117.3 117.8
1.12 Prepared meals, snacks, sweets 114.1 115.6 114.8 117.8 125.6 126.7 119.9 128.0 128.6 118.8 126.7 127.6
2 Pan, tobacco and intoxicants 111.5 113.1 111.9 114.2 122.7 124.3 116.2 127.4 128.1 114.7 124.0 125.3
3 Clothing and footwear 112.8 111.6 112.3 116.7 124.0 125.1 114.7 120.2 120.6 115.9 122.5 123.3
3.1 Clothing 113.0 112.0 112.6 117.1 124.4 125.4 1153 121.0 121.3 116.4 123.1 123.8
3.2 Footwear 111.5 109.3 110.6 114.5 121.6 122.7 111.7 116.1 116.5 113.3 119.3 120.1
4 Housing - 108.6 108.6 - - - 112.5 117.3 118.1 112.5 117.3 118.1
5 Fuel and light 110.8 109.3 110.3 113.2 118.4 119.9 111.1 113.4 114.0 112.4 116.5 117.7
6 Miscellaneous 108.3 108.6 108.4 110.9 114.5 115.0 111.0 1134 113.2 110.9 114.0 114.1
6.1 Household goods and services 110.0 109.8 109.9 112.9 118.9 119.7 112.6 117.2 117.7 112.8 118.1 118.8
6.2 Health 108.5 108.1 108.3 110.9 116.6 117.7 110.4 113.7 114.1 110.7 115.5 116.3
6.3 Transport and communication 108.2 108.5 108.4 110.8 111.0 110.9 111.3 107.9 106.8 111.1 109.4 108.7
6.4 Recreation and amusement 107.7 107.5 107.6 109.9 114.0 114.7 110.3 114.6 114.9 110.1 114.3 114.8
6.5 Education 109.3 110.0 109.7 112.0 118.2 118.9 111.6 120.8 120.4 111.8 119.7 119.8
6.6 Personal care and effects 105.9 106.2 106.0 108.7 110.2 110.8 108.7 111.4 111.7 108.7 110.7 111.2
General Index (All Groups) 112.6 111.8 112.2 114.0 120.3 120.6 113.1 118.5 118.7 113.6 119.5 119.7

Source: Central Statistics Office, Ministry of Statistics and Programme Implementation, Government of India.

No. 19: Other Consumer Price Indices

Item Base Year Linking 2013-14 2014 2015
Factor Feb. Jan. Feb.
1 2 3 4 5 6
1 Consumer Price Index for Industrial Workers 2001 4.63 236 238 254 253
2 Consumer Price Index for Agricultural Labourers 1986-87 5.89 750 757 804 803
3 Consumer Price Index for Rural Labourers 1986-87 - 751 759 808 806

Source: Labour Bureau, Ministry of Labour and Employment, Government of India.

No. 20: Monthly Average Price of Gold and Silver in Mumbai

Item 2013-14 2014 2015
Feb. Jan. Feb.
1 2 3 4
1 Standard Gold (X per 10 grams) 29,190 30,211 27,403 27,075
2 Silver (Z per kilogram) 46,637 46,383 38,526 38,262

Source: Business Standard/Business Line/The Economic Times, Mumbai for Gold and Silver prices in Mumbeai.
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No. 21: Wholesale Price Index
(Base: 2004-05 = 100)

Commodities Weight 2013-14 2014 2015
Feb. Dec. Jan. (P) Feb. (P)
1 2 3 4 5 6
1 ALL COMMODITIES 100.000 177.6 179.5 178.7 178.3 175.8
1.1 PRIMARY ARTICLES 20.118 241.6 238.5 244.4 246.6 241.9
1.1.1 Food articles 14.337 238.9 232.5 252.1 2524 250.5
1.1.1.1 Food Grains 4.090 226.0 229.7 235.0 237.4 238.1
1.1.1.1.1 Cereals 3.373 225.5 230.9 233.3 233.7 234.1
1.1.1.1.2 Pulses 0.717 228.0 224.2 243.0 254.9 256.9
1.1.1.2 Fruits & Vegetables 3.843 244.3 202.2 248.3 247.3 235.2
1.1.1.2.1 Vegetables 1.736 294.5 197.6 264.1 259.6 228.3
1.1.1.2.2 Fruits 2.107 202.9 206.1 2353 237.2 240.8
1.1.1.3 Milk 3.238 220.6 229.1 246.5 246.3 2459
1.1.1.4 Eggs, Meat & Fish 2414 275.7 283.9 282.4 280.6 287.5
1.1.1.5 Condiments & Spices 0.569 245.6 265.5 306.0 310.1 314.4
1.1.1.6 Other Food Articles 0.183 229.1 212.2 245.9 250.6 243.6
1.1.2 Non-Food Articles 4.258 213.2 218.1 207.9 207.6 206.0
1.1.2.1 Fibres 0.877 239.7 248.1 203.2 197.4 191.4
1.1.2.2 Oil Seeds 1.781 202.6 203.0 201.7 204.0 203.1
1.1.2.3 Other Non-Food Articles 1.386 213.5 218.7 216.2 217.2 213.8
1.1.2.4 Flowers 0.213 190.8 214.8 225.6 217.5 239.4
1.1.3 Minerals 1.524 346.5 351.6 274.0 301.1 261.7
1.1.3.1 Metallic Minerals 0.489 387.3 386.1 410.9 408.1 415.1
1.1.3.2 Other Minerals 0.135 213.2 207.8 215.7 214.8 216.8
1.1.3.3 Crude Petroleum 0.900 344.3 354.5 208.4 255.9 185.1
1.2 FUEL & POWER 14.910 205.4 212.6 194.6 189.7 181.3
1.2.1 Coal 2.094 190.8 189.8 189.8 189.8 189.8
1.2.2 Mineral Oils 9.364 226.0 235.6 205.6 197.8 184.6
1.2.3 Electricity 3.452 158.7 163.8 167.6 167.6 167.6
1.3 MANUFACTURED PRODUCTS 64.972 151.5 153.6 154.7 154.5 154.1
1.3.1 Food Products 9.974 168.8 168.5 172.0 171.6 170.7
1.3.1.1 Dairy Products 0.568 180.4 186.1 208.4 207.1 207.3
1.3.1.2 Canning, Preserving & Processing of Food 0.358 164.9 177.6 167.2 163.0 164.5
1.3.1.3 Grain Mill Products 1.340 167.9 170.3 174.6 175.5 175.8
1.3.1.4 Bakery Products 0.444 139.2 142.4 146.8 146.9 142.5
1.3.1.5 Sugar, Khandsari & Gur 2.089 183.0 176.9 179.9 177.6 174.0
1.3.1.6 Edible Oils 3.043 147.0 146.8 143.2 145.8 145.7
1.3.1.7 Oil Cakes 0.494 223.5 2153 218.0 217.7 2222
1.3.1.8 Tea & Coffee Proccessing 0.711 182.1 176.1 192.3 183.8 181.3
1.3.1.9 Manufacture of Salt 0.048 186.0 185.8 196.8 196.8 196.8
1.3.1.10 Other Food Products 0.879 178.5 186.2 196.6 196.1 195.4
1.3.2 Beverages, Tobacco & Tobacco Products 1.762 186.0 194.8 202.0 202.0 201.9
1.3.2.1 Wine Industries 0.385 128.9 1354 137.3 137.7 136.7
1.3.2.2 Malt Liquor 0.153 170.8 171.5 179.7 179.3 179.4
1.3.2.3 Soft Drinks & Carbonated Water 0.241 161.4 159.1 164.0 164.3 163.6
1.3.2.4 Manufacture of Bidi, Cigarettes, Tobacco & Zarda 0.983 216.8 230.5 240.1 240.0 240.3
1.3.3 Textiles 7.326 139.0 141.9 141.2 140.5 140.2
1.3.3.1 Cotton Textiles 2.605 158.0 161.9 159.1 157.7 157.7
1.3.3.1.1 Cotton Yarn 1.377 174.7 180.1 172.1 170.4 171.4
1.3.3.1.2 Cotton Fabric 1.228 139.3 141.3 144.6 143.5 142.2
1.3.3.2 Man-Made Textiles 2.206 131.7 134.7 134.8 133.1 132.1
1.3.3.2.1 Man-Made Fibre 1.672 131.3 134.3 133.6 131.5 130.5
1.3.3.2.2 Man-Made Fabric 0.533 132.9 136.1 138.5 138.2 136.9
1.3.3.3 Woollen Textiles 0.294 154.8 157.4 158.1 160.6 159.8
1.3.3.4 Jute, Hemp & Mesta Textiles 0.261 183.9 187.5 192.7 196.3 198.9
1.3.3.5 Other Misc. Textiles 1.960 113.5 115.0 115.1 115.3 115.2
1.3.4 Wood & Wood Products 0.587 179.1 184.0 189.1 189.3 189.1
1.3.4.1 Timber/Wooden Planks 0.181 144.9 148.1 157.3 157.5 157.5
1.3.4.2 Processed Wood 0.128 185.6 189.0 191.4 191.7 191.8
1.3.4.3 Plywood & Fibre Board 0.241 205.2 211.3 217.5 217.7 217.7
1.3.4.4 Others 0.038 154.7 165.0 153.5 152.6 149.6
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(Base: 2004-05 = 100)

CURRENT STATISTICS

Commodities Weight 2013-14 2014 2015
Feb. Dec Jan. (P) Feb. (P)
1 2 3 4 5 6
1.3.5 Paper & Paper Products 2.034 143.0 146.2 151.1 151.4 151.5
1.3.5.1 Paper & Pulp 1.019 141.6 144.7 150.7 150.3 149.8
1.3.5.2 Manufacture of boards 0.550 131.2 131.7 133.2 133.7 134.3
1.3.5.3 Printing & Publishing 0.465 159.8 166.7 173.1 174.7 175.4
1.3.6 Leather & Leather Products 0.835 143.1 145.4 144.3 143.8 143.2
1.3.6.1 Leathers 0.223 114.3 115.9 114.1 113.5 114.1
1.3.6.2 Leather Footwear 0.409 159.8 160.7 161.0 160.3 159.2
1.3.6.3 Other Leather Products 0.203 141.3 146.9 143.7 143.7 143.1
1.3.7 Rubber & Plastic Products 2.987 146.0 149.0 149.4 149.4 148.4
1.3.7.1 Tyres & Tubes 0.541 174.1 176.4 177.9 177.9 177.2
1.3.7.1.1 Tyres 0.488 174.4 176.3 178.0 177.9 177.7
1.3.7.1.2 Tubes 0.053 171.4 176.8 177.3 177.4 172.3
1.3.7.2 Plastic Products 1.861 136.3 139.7 139.6 139.2 138.2
1.3.7.3 Rubber Products 0.584 151.1 153.6 154.4 155.4 154.4
1.3.8 Chemicals & Chemical Products 12.018 148.9 151.8 152.4 151.9 150.4
1.3.8.1 Basic Inorganic Chemicals 1.187 150.6 152.9 155.7 155.2 155.8
1.3.8.2 Basic Organic Chemicals 1.952 147.5 154.8 147.9 144.9 141.7
1.3.8.3 Fertilisers & Pesticides 3.145 148.2 149.1 152.5 153.8 152.7
1.3.8.3.1 Fertilisers 2.661 152.3 152.9 155.3 156.5 155.4
1.3.8.3.2 Pesticides 0.483 125.9 128.2 137.0 138.9 137.9
1.3.8.4 Paints, Varnishes & Lacquers 0.529 147.6 149.6 150.4 150.1 150.1
1.3.8.5 Dyestuffs & Indigo 0.563 132.6 140.1 144.3 144.7 142.6
1.3.8.6 Drugs & Medicines 0.456 126.8 127.1 129.7 129.8 129.6
1.3.8.7 Perfumes, Cosmetics, Toiletries etc. 1.130 157.3 159.4 160.7 161.1 160.4
1.3.8.8 Turpentine, Plastic Chemicals 0.586 147.6 149.9 157.8 157.9 156.9
1.3.8.9 Polymers including Synthetic Rubber 0.970 142.8 148.3 152.5 151.1 150.9
1.3.8.10 Petrochemical Intermediates 0.869 170.4 171.0 159.8 156.5 149.7
1.3.8.11 Matches, Explosives & other Chemicals 0.629 149.8 151.5 154.4 154.2 154.3
1.3.9 Non-Metallic Mineral Products 2.556 166.2 167.4 173.6 172.9 176.7
1.3.9.1 Structural Clay Products 0.658 176.1 182.1 195.3 190.7 196.4
1.3.9.2 Glass, Earthenware, Chinaware & their Products 0.256 131.7 133.0 137.3 137.7 137.7
1.3.9.3 Cement & Lime 1.386 167.0 165.4 169.2 170.0 174.4
1.3.9.4 Cement, Slate & Graphite Products 0.256 171.3 175.5 177.7 177.7 177.4
1.3.10 Basic Metals, Alloys & Metal Products 10.748 164.5 167.3 164.7 164.7 163.6
1.3.10.1 Ferrous Metals 8.064 154.9 157.5 154.5 154.4 152.7
1.3.10.1.1 Iron & Semis 1.563 154.1 159.3 153.3 153.6 151.7
1.3.10.1.2 Steel: Long 1.630 165.6 167.1 163.3 162.7 160.8
1.3.10.1.3 Steel: Flat 2.611 153.9 155.5 150.1 149.6 147.6
1.3.10.1.4 Steel: Pipes & Tubes 0.314 129.8 131.8 134.4 134.0 133.7
1.3.10.1.5 Stainless Steel & alloys 0.938 159.8 163.8 167.4 167.5 166.9
1.3.10.1.6 Castings & Forgings 0.871 142.6 144.5 145.5 146.8 145.5
1.3.10.1.7 Ferro alloys 0.137 155.6 158.4 159.8 159.5 158.1
1.3.10.2 Non-Ferrous Metals 1.004 164.0 165.9 169.9 169.3 168.7
1.3.10.2.1 Aluminium 0.489 137.9 139.8 148.0 147.3 146.0
1.3.10.2.2 Other Non-Ferrous Metals 0.515 188.9 190.8 190.8 190.2 190.2
1.3.10.3 Metal Products 1.680 211.2 215.4 210.4 211.4 212.6
1.3.11 Machinery & Machine Tools 8.931 131.6 132.8 134.6 135.2 135.3
1.3.11.1 Agricultural Machinery & Implements 0.139 141.6 144.1 149.8 149.8 149.8
1.3.11.2 Industrial Machinery 1.838 150.1 151.3 151.0 153.1 153.3
1.3.11.3 Construction Machinery 0.045 137.0 137.5 141.4 141.4 141.4
1.3.11.4 Machine Tools 0.367 160.4 160.6 165.1 165.5 165.5
1.3.11.5 Air Conditioner & Refrigerators 0.429 115.6 117.5 121.0 120.7 120.5
1.3.11.6 Non-Electrical Machinery 1.026 123.8 124.4 127.3 127.6 127.8
1.3.11.7 Electrical Machinery, Equipment & Batteries 2.343 136.6 137.8 138.6 139.0 139.1
1.3.11.8 Electrical Accessories, Wires, Cables etc. 1.063 150.3 151.5 157.2 157.3 157.2
1.3.11.9 Electrical Apparatus & Appliances 0.337 117.6 116.9 120.9 121.2 121.4
1.3.11.10 Electronics Items 0.961 87.9 90.1 89.2 89.3 89.7
1.3.11.11 IT Hardware 0.267 88.4 88.5 91.7 91.7 91.7
1.3.11.12 Communication Equipments 0.118 95.9 95.4 98.6 98.7 99.6
1.3.12 Transport, Equipment & Parts 5.213 134.5 135.8 136.0 136.7 137.0
1.3.12.1 Automotives 4.231 134.0 135.3 134.9 135.7 136.0
1.3.12.2 Auto Parts 0.804 133.6 135.2 138.9 139.1 139.6
1.3.12.3 Other Transport Equipments 0.178 150.1 151.6 149.8 149.9 150.1

Source: Office of the Economic Adviser, Ministry of Commerce and Industry, Government of India.
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No. 22: Index of Industrial Production (Base:2004-05=100)

Industry Weight 2012-13 2013-14 April-January Januarv
2013-14 2014-15 2014 2015
1 2 3 4 5 6 7
General Index 100.00 172.2 172.0 169.8 174.0 184.0 188.7
1 Sectoral Classification
1.1 Mining and Quarrying 14.16 125.5 124.7 122.2 123.8 139.2 1353
1.2 Manufacturing 75.53 183.3 181.9 179.5 182.6 194.1 200.5
1.3 Electricity 10.32 155.2 164.7 164.7 180.0 171.1 175.8
2 Use-Based Classification
2.1 Basic Goods 45.68 153.6 156.9 154.9 166.3 167.3 174.8
2.2 Capital Goods 8.83 251.6 242.6 237.2 250.8 240.7 271.6
2.3 Intermediate Goods 15.69 146.7 151.3 150.5 152.7 158.2 156.9
2.4 Consumer Goods 29.81 190.6 185.3 182.9 174.3 206.2 202.2
2.4.1 Consumer Durables 8.46 301.1 264.2 263.5 226.1 261.6 247.8
2.4.2 Consumer Non-Durables 21.35 146.9 154.0 151.0 153.8 184.2 184.1

Source :

Government Accounts and Treasury Bills

Central Statistics Office, Ministry of Statistics and Programme Implementation, Government of India.

No. 23: Union Government Accounts at a Glance

(Amount in % Billion)

Item Financial Year April-February
2014-15 2013-14 2014-15 Percentage to Revised Estimates
(Revised (Actuals) (Actuals)
Estimates) 2013-14 2014-15
1 2 3 4 5
1 Revenue Receipts 11,262.9 7,836.0 8,162.4 76.1 72.5
1.1 Tax Revenue (Net) 9,084.6 6,271.3 6,514.2 75.0 71.7
1.2 Non-Tax Revenue 2,178.3 1,564.6 1,648.2 81.0 75.7
2 Capital Receipts 5,548.6 6,161.6 6,433.0 109.8 1159
2.1 Recovery of Loans 108.9 105.8 110.6 97.9 101.6
2.2 Other Receipts 313.5 62.9 297.0 24.3 94.7
2.3 Borrowings and Other Liabilities 5,126.3 5,993.0 6,025.3 114.3 117.5
3 Total Receipts (1+2) 16,811.6 13,997.6 14,595.4 88.0 86.8
4 Non-Plan Expenditure 12,132.2 9,908.2 10,582.2 88.9 87.2
4.1 On Revenue Account 11,219.0 8,996.0 9,770.9 87.5 87.1
4.1.1 Interest Payments 4,113.5 3,218.4 3,462.6 84.7 84.2
4.2 On Capital Account 913.3 912.2 811.3 104.6 88.8
5 Plan Expenditure 4,679.3 4,089.3 4,013.2 86.0 85.8
5.1 On Revenue Account 3,668.8 3,183.7 3,224.0 85.6 87.9
5.2 On Capital Account 1,010.5 905.6 789.1 87.3 78.1
6 Total Expenditure (4+5) 16,811.6 13,997.6 14,595.4 88.0 86.8
7 Revenue Expenditure (4.1+5.1) 14,887.8 12,179.7 12,994.9 87.0 87.3
8 Capital Expenditure (4.2+5.2) 1,923.8 1,817.8 1,600.4 95.2 83.2
9 Revenue Deficit (7-1) 3,624.9 4,343.8 4,832.5 117.3 133.3
10 Fiscal Deficit {6-(1+2.14+2.2)} 5,126.3 5,993.0 6,025.3 114.3 117.5
11 Gross Primary Deficit [10-4.1.1] 1,012.7 2,774.6 2,562.8 192.0 253.1
Source: Controller General of Accounts, Ministry of Finance, Government of India.
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No. 24: Treasury Bills — Ownership Pattern

(X Billion)
Item 2014-15 2014 2015

Feb. 28 Jan. 23 Jan. 30 Feb. 6 Feb. 13 Feb. 20 Feb. 27
1 2 3 4 5 6 7 8

1 14-day
1.1 Banks - - - - - - - -
1.2 Primary Dealers - - - - - - - -
1.3 State Governments 838.1 889.8 595.7 857.1 641.7 684.5 857.4 995.5
1.4 Others 14.7 5.3 8.1 8.6 9.2 9.9 7.5 6.0

2 91-day
2.1 Banks 446.9 208.1 348.8 352.9 370.8 377.9 364.7 367.5
2.2 Primary Dealers 284.1 310.1 318.6 294.8 262.0 234.5 227.1 233.7
2.3 State Governments 368.3 613.9 665.8 558.8 576.3 520.3 486.3 480.8
2.4 Others 264.9 269.8 514.0 431.4 439.2 423.8 440.3 398.4

3 182-day
3.1 Banks 231.5 240.3 280.9 259.5 265.8 256.8 270.6 255.7
3.2 Primary Dealers 408.9 289.1 281.6 317.8 308.5 352.6 327.0 361.3
3.3 State Governments 13.9 6.8 15.4 15.4 15.4 14.9 14.9 14.9
3.4 Others 113.9 139.4 141.6 126.3 129.2 115.5 127.3 117.7

4 364-day
4.1 Banks 330.8 299.4 431.8 433.1 432.5 416.9 376.8 393.0
4.2 Primary Dealers 657.3 608.8 570.7 609.5 572.2 612.8 620.9 686.0
4.3 State Governments 12.0 7.0 12.0 12.0 12.0 12.0 12.0 12.0
4.4 Others 483.4 431.5 469.1 430.0 466.9 441.7 474.1 393.5
5 Total 4,468.7 4,319.2 4,654.2 4,707.3 4,501.7 4,474.2 4,607.0 4,716.1

No. 25: Auctions of Treasury Bills

(Amount in ¥ Billion)

Date of Notified Bids Received Bids Accepted Total Cut-off Implicit Yield
Auction Amount| Nymber Total Face Value Number Total Face Value Issue Price at Cut-off
Competitive Non- Competitive Non- 6+7) Price (per
Competitive Competitive cent)
1 2 3 4 5 6 7 8 9 10
91-day Treasury Bills
2014-15
Jan. 28 80 87 182.10 53.03 64 80.00 53.03 133.03 97.99 8.2275
Feb. 4 80 88 188.47 73.07 62 80.00 73.07 153.07 97.98 8.2692
Feb. 11 80 82 203.36 5.04 35 44.17 5.04 49.21 97.98 8.2692
Feb. 18 80 93 208.77 16.11 62 80.00 16.11 96.11 97.96 8.3528
Feb. 25 80 91 264.10 80.04 47 43.94 80.04 123.98 97.95 8.3946
182-day Treasury Bills
2014-15
Jan. 28 60 54 128.42 0.02 37 60.00 0.02 60.02 96.10 8.1388
Feb. 11 60 49 136.49 - 28 60.00 - 60.00 96.05 8.2475
Feb. 25 60 72 147.76 - 42 60.00 - 60.00 96.01 8.3345
364-day Treasury Bills
2014-15
Jan. 7 70 77 215.46 - 29 70.00 - 70.00 92.46 8.1773
Jan. 21 60 85 199.53 0.02 31 60.00 0.02 60.02 92.69 7.9082
Feb. 4 60 99 217.35 - 38 60.00 - 60.00 92.58 8.0367
Feb. 18 60 86 198.03 - 19 60.00 - 60.00 92.58 8.0367
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Financial Markets

No. 26: Daily Call Money Rates

(Per cent per annum)

As on Range of Rates Weighted Average Rates
Borrowings/ Lendings Borrowings/ Lendings
1 2

February 2, 2015 6.25-8.10 7.57
February 3, 2015 6.00-8.20 7.80
February 4, 2015 6.00-8.05 7.59
February 5, 2015 6.25-8.75 7.85
February 6, 2015 4.00-8.05 7.62
February 7, 2015 5.00-25.00 11.10
February 9, 2015 6.00-8.35 7.75
February 10, 2015 6.25-8.05 7.60
February 11, 2015 6.40-8.75 7.91
February 12, 2015 6.50-8.05 7.75
February 13, 2015 4.00-7.95 7.51
February 14, 2015 2.00-7.30 5.49
February 16, 2015 6.40-8.35 7.77
February 18, 2015 6.50-8.15 7.74
February 20, 2015 3.00-8.10 7.63
February 21, 2015 4.00-7.70 6.18
February 23, 2015 6.50-8.27 7.84
February 24, 2015 6.50-8.20 7.73
February 25, 2015 6.50-8.10 7.58
February 26, 2015 6.00-8.10 7.74
February 27, 2015 4.15-7.90 7.53
February 28, 2015 3.25-8.00 6.79
March 2, 2015 6.25-7.95 7.60
March 3, 2015 5.75-7.75 7.49
March 4, 2015 5.80-7.70 7.25
March 5, 2015 5.00-7.50 7.17
March 7, 2015 5.00-8.00 6.87
March 9, 2015 6.00-7.80 7.47
March 10, 2015 6.00-7.80 7.28
March 11, 2015 6.00-7.75 7.38
March 12, 2015 6.00-7.70 7.42
March 13, 2015 4.50-7.70 7.29
March 14, 2015 5.00-8.48 7.53
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Item 2014 2015
Feb. 21 Jan. 9 Jan. 23 Feb. 6 Feb. 20
1 2 3 4 5
1 Amount Outstanding (Z Billion) 3,303.8 2,787.8 2,633.8 2,620.9 2,615.0
1.1 Issued during the fortnight (% Billion) 286.1 263.1 116.3 263.5 343.0
2 Rate of Interest (per cent) 8.58-10.06 8.30-8.67 8.06-8.65 8.06-9.10 7.75-9.09
No. 28: Commercial Paper
Item 2014 2015
Feb. 28 Jan. 15 Jan. 31 Feb. 15 Feb. 28
1 2 3 4 5
1 Amount Outstanding (% Billion) 1,646.0 2,528.7 2,376.1 2,574.9 2,493.5
1.1 Reported during the fortnight (3 Billion) 292.0 565.3 373.4 544.4 517.8
2 Rate of Interest (per cent) 7.84-13.06 8.06-11.73 7.95-13.21 7.86-12.21 8.04-12.19
No. 29: Average Daily Turnover in Select Financial Markets
( Billion)
Item 2013-14 2014 2015
Feb. 28 Jan. 23 Jan. 30 Feb. 6 Feb. 13 Feb. 20 Feb. 27
1 2 3 4 5 6 7 8
1 Call Money 230.7 213.0 209.7 2245 201.7 173.3 117.4 162.3
2 Notice Money 71.6 100.8 79.1 112.0 75.6 41.8 91.6 74.5
3 Term Money 54 43 4.7 73 2.9 4.8 5.4 4.4
4 CBLO 1,196.3 1,385.8 1,134.6 1,242.7 1,299.9 1,389.2 1,144.6 1,286.5
5 Market Repo 986.8 856.5 1,372.7 1,109.5 1,349.9 1,138.4 1,408.0 1,124.7
6 Repo in Corporate Bond 0.3 - - - - - - -
7 Forex (US $ million) 50,568 58,419 55,314 68,158 51,393 48,958 47,448 63,810
8 Govt. of India Dated Securities 662.5 379.4 1,013.4 764.1 1,070.4 580.1 584.1 440.1
9 State Govt. Securities 12.8 16.4 23.0 214 17.7 17.9 36.3 322
10 Treasury Bills
10.1 91-Day 26.7 14.5 18.7 25.6 32.3 27.7 28.1 209
10.2 182-Day 12.9 11.7 2.8 13.5 13.5 6.5 8.7 13.1
10.3 364-Day 254 19.0 32.4 53.5 29.1 12.5 20.9 213
10.4 Cash Management Bills 7.3 - - - - - - -
11 Total Govt. Securities (8+9+10) 747.6 441.0 1,090.3 878.2 1,162.9 644.7 678.2 527.6
11.1 RBI 4.0 34 0.8 2.9 5.1 1.7 1.9 0.7
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No. 30: New Capital Issues By Non-Government Public Limited Companies

(Amount in X Billion)

Security & Type of Issue 2013-14 2013-14 (Apr.-Feb.) 2014-15 (Apr.-Feb.) * Feb. 2014 Feb. 2015 *

No. of Amount No. of Amount No. of Amount No. of Amount No. of Amount
Issues Issues Issues Issues Issues

1 2 3 4 5 6 7 8 9 10
1 Equity Shares 53 58.1 46 36.9 50 61.1 8 2.8 2 2.8
1A Premium 43 532 40 33.1 42 46.5 7 2.6 2 2.7
1.1 Prospectus 38 12.4 33 12.1 35 14.3 6 0.4 1 0.0
1.1.1 Premium 30 10.7 29 10.7 31 12.6 5 0.2 1 -
1.2 Rights 15 45.8 13 24.7 15 46.8 2 2.4 1 2.8
1.2.1 Premium 13 42.5 11 22.4 11 339 2 2.4 1 2.7

2 Preference Shares - - - - - - - _ — _
2.1 Prospectus - - - - — - - — — _
2.2 Rights - - - - — - - - — _

3 Debentures 17 58.7 14 52.7 20 71.0 1 2.0 2 9.9
3.1 Convertible - - - - — - - _ _ _

3.1.1 Prospectus — - — - — - - - _ _

3.1.2 Rights - - - - - - - _ — _

3.2 Non-Convertible 17 58.7 14 52.7 20 71.0 1 2.0 2 9.9
3.2.1 Prospectus 17 58.7 14 52.7 20 71.0 1 2.0 2 9.9

3.2.2 Rights - - - - - - - - - _

4 Bonds - - - - - - — _ _ _

4.1 Prospectus - - - - — - - - _ _

4.2 Rights - - - - - - - - - -
5 Total (1+2+3+4) 70 116.8 60 89.6 70 132.1 9 4.7 4 12.8
5.1 Prospectus 55 71.0 47 64.9 55 853 7 2.3 3 10.0
5.2 Rights 15 45.8 13 24.7 15 46.8 2 24 1 2.8

* : Data is Provisional
Source: Based on prospectus/advertisements issued by companies, replies to Reserve Bank’s questionnaire and information received from SEBI, stock
exchanges, press reports, etc.
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External Sector

No. 31: Foreign Trade

Item Unit 2013-14 2014 2015
Feb. Oct. Nov. Dec. Jan. Feb.
1 2 3 4 5 6 7
1 Exports T Billion 19.050.1 1.577.7 1.592.6 1.624.8 1.614.5 1.479.6 1.336.6
US $ Million 314.415.7 25.353.2 25.963.0 26,332.4 25,728.0 23,777.1 21,545.3
L1 0il T Billion 3,832.5 291.2 358.0 281.4 268.9 149.8 130.7
US $ Million 63,179.4 4,679.6 5,835.6 4,559.9 4,284.8 2.,406.8 2,106.3
12 Non-oil Z Billion 15,217.6 1,286.5 1,234.7 1,343.4 1,345.6 1,329.8 1,205.9
US $ Million 251,236.3 20,673.6 20,127.4 21,772.4 21,443.2 21,370.3 19.,439.0
2 Imports T Billion 27.154.3 2.095.0 2.422.0 2.634.3 2.177.0 2,000.8 1,761.4
US $ Million 450,213.6 33,665.6 39.,484.1 42,6923 34,692.1 32,154.1 28,392.3
10l Z Billion 9,978.9 853.0 767.8 721.9 625.0 512.4 378.5
US $ Million 164,770.3 13,706.9 12,517.1 11,699.9 9,959.4 8,233.9 6,101.2
55 Non-oil Z Billion 17.175.5 1.242.0 1.654.2 1.912.4 1.552.1 1.488.5 1.382.9
US $ Million 285,443.3 19,958.7 26,967.0 30,992.5 24,732.7 23,920.2 22,291.1
3 Trade Balance T Billion -8,104.2 -517.3 —829.4 ~1,009.5 —562.5 5213 —424.8
US $ Million —~135,797.9 -8,312.3 —~13,521.2 ~16,360.0 ~8,964.2 -8,377.0 ~6,847.0
31 0il Z Billion ~6,146.4 -561.8 ~409.9 —440.6 -356.1 —362.6 -247.8
US $ Million -101,591.0 -9,027.3 ~6,681.5 ~7,139.9 —5,674.7 -5,827.1 ~3,994.9
3. Non-oil Z Billion -1,957.9 44.5 —419.6 —568.9 —206.4 ~158.7 ~176.9
US $ Million —34,206.9 715.0 —6,839.6 —9,220.1 —3,289.5 —2,549.9 —2,852.1

Source: DGCI & S and Ministry of Commerce & Industry.

No. 32: Foreign Exchange Reserves

Item Unit 2014 2015
Mar. 28 Feb. 20 Feb. 27 Mar. 6 Mar. 13 | Mar. 20 | Mar. 27
1 2 3 4 5 6 7
1 Total Reseves Z Billion 18292 20,797 20903 | 21,006 21,015 21,229 21,349
US $ Million 303,674 334,193 338,079 337,793 335,730 339,992 341,378
1.1 Foreign Currency Assets Z Billion 16,612 | 19,195| 19,305| 19430| 19441 | 19,674| 19,791
US $ Million 276,406 308,298 312,200 312,323 310,347 314,887 316,238
1.2 Gold T Billion 1,302 1,247 1,247 1,226 1,226 1,226 1,226
US $ Million 20,978 20,183 20,183 19,837 19,837 19,837 19,837
1.3 SDRs SDRs Million 2,888 2,889 2,889 2,889 2,889 2,889 2,889
T Billion 268 254 251 250 248 249 251
US $ Million 4,458 4,077 4,066 4,021 3,960 3,979 4,005
1.4 Reserve Tranche Position in IMF T Billion 110 102 101 100 99 81 81
US $ Million 1,831 1,635 1,630 1,612 1,585 1,290 1,298

No. 33: NRI Deposits

(US$ Million)

Scheme Outstanding Flows
2013-14 2014 2015 2013-14 2014-15
Feb. Jan. Feb. Apr.-Feb. Apr.-Feb.

1 2 3 4 5 6
1 NRI Deposits 103,844 100,247 113,593 114,417 36,767 12,372
1.1 FCNR(B) 41,823 40,963 42,687 42,753 25,775 930
1.2 NR(E)RA 52,908 50,642 61,253 62,007 10,874 10,649
1.3 NRO 9,114 8,642 9,653 9,657 118 793
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No. 34: Foreign Investment Inflows

(USS$ Million)
Item 2013-14 2013-14 2014-15 2014 2015
Apr.-Feb. Apr.-Feb. Feb. Jan. Feb.
1 2 3 4 5 6
1.1 Net Foreign Direct Investment (1.1.1-1.1.2) 21,564 19,431 31,537 —666 4,687 3,089
1.1.1 Direct Investment to India (1.1.1.1-1. 1.1.2) 30,762 26,549 32,655 2,697 4,787 3,238
1.1.1.1 Gross Inflows/Gross Investments 36,046 31,445 41,224 3,085 5,962 4,414
1.1.1.1.1 Equity 25,274 21,652 29,679 2,106 4,570 3,377
1.1.1.1.1.1 Government (SIA/FIPB) 1,185 1,173 1,977 52 209 65
1.1.1.1.1.2 RBI 14,869 11,610 20,889 1,365 4,016 2,920
1.1.1.1.1.3 Acquisition of shares 8,245 7,983 5,949 601 255 303
1.1.1.1.1.4 Equity capital of
unincorporated bodies 975 886 863 89 89 89
1.1.1.1.2 Reinvested earnings 8,978 8,159 8,164 819 819 819
1.1.1.1.3 Other capital 1,794 1,634 3,381 160 574 218
1.1.1.2 Repatriation/Disinvestment 5,284 4,896 8,569 388 1,176 1,176
1.1.1.2.1 Equity 4,786 4,425 8,389 361 1,175 1,175
1.1.1.2.2 Other capital 498 472 180 27 0 0
1.1.2 Foreign Direct Investment by India
(1.1.2.1+1.1.2.2+1.1.2.3-1.1.2.4) 9,199 7,118 1,117 3,363 929 149
1.1.2.1 Equity capital 12,420 10,395 3,453 3,610 287 362
1.1.2.2 Reinvested Earnings 1,167 1,068 1,006 99 87 87
1.1.2.3 Other Capital 3,148 2,711 2,583 134 222 197
1.1.2.4 Repatriation/Disinvestment 7,535 7,055 5,924 480 496 496
1.2 Net Portfolio Investment (1.2.1+1.2.2+1.2.3-1.2.4) 4,822 —487 38,916 1,421 6,650 3,784
1.2.1 GDRs/ADRs 20 20 - - - -
1.2.2 FIIs 5,009 -388 38,890 1,509 6,634 3,769
1.2.3 Offshore funds and others - - - - - -
1.2.4 Portfolio investment by India 207 119 -26 88 -15 -15
1 Foreign Investment Inflows 26,385 18,944 70,454 755 11,337 6,873

No. 35: Outward Remittances under the Liberalised Remittance Scheme (LRS) for Resident Individuals

(US$ Million)
Item 2013-14 2014 2015
Jan. Nov. Dec. Jan.
1 2 3 4 5
1 Outward Remittances under the LRS 1,093.9 105.9 119.2 95.1 150.9
1.1 Deposit 31.6 1.4 1.9 34 3.1
1.2 Purchase of immovable property 58.7 1.3 4.2 32 5.1
1.3 Investment in equity/debt 165.5 73 11.3 15.8 13.7
1.4 Gift 267.1 22.6 32.1 30.1 33.6
1.5 Donations 2.0 0.1 0.2 0.2 0.1
1.6 Travel 15.9 1.0 0.7 0.8 0.7
1.7 Maintenance of close relatives 173.9 9.8 13.0 11.1 20.0
1.8 Medical Treatment 4.7 0.7 0.3 0.8 0.6
1.9 Studies Abroad 159.3 22.0 33.0 20.2 514
1.10 Others 2153 39.8 22.5 9.4 22.6
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No. 36: Indices of Real Effective Exchange Rate (REER) and Nominal Effective
Exchange Rate (NEER) of the Indian Rupee

2014 2015
2012-13 2013-14
March February March
Item 2 3 4 5
36-Currency Export and Trade Based Weights (Base: 2004-05=100)
1 Trade-Based Weights
1.1 NEER 78.32 7232 71.90 76.00 76.73
1.2 REER 105.57 103.27 103.82 112.01 113.23
2 Export-Based Weights
2.1 NEER 80.05 73.56 72.98 71.27 77.93
2.2 REER 108.71 105.49 105.80 114.66 115.77
6-Currency Trade Based Weights
1 Base: 2004-05 (April-March) =100
1.1 NEER 75.59 67.75 66.48 70.63 7133
1.2 REER 117.15 112.77 112.55 124.41 125.22
2 Base: 2013-14 (April-March) =100
2.1 NEER 111.57 100.00 98.13 104.25 105.29
2.2 REER 103.88 100.00 99.80 110.31 111.04
No. 37: External Commercial Borrowings (ECBs)
(Amount in US$ Million)
Item 2013-14 2014 2015
Feb. Jan. Feb.
1 2 3 4
1 Automatic Route
1.1 Number 573 27 7 52
1.2 Amount 12,340 662 1,496 1,233
2 Approval Route
2.1 Number 140 18 3 5
2.2 Amount 20,892 3,641 1,095 1,030
3 Total (1+2)
3.1 Number 713 45 74 57
3.2 Amount 33,232 4,303 2,591 2,263
4 Weighted Average Maturity (in years) 4.88 432 7.32 12.88
5 Interest Rate (per cent)
5.1 Weighted Average Margin over 6-month LIBOR or reference rate for Floating Rate Loans 1.98 1.70 3.09 1.81
5.2 Interest rate range for Fixed Rate Loans 0.00-12.79 0.00-9.25|  0.00-10.50 0.00-7.65
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No. 38: India's Overall Balance of Payments

(US $ Million)
Oct-Dec 2013 (PR) Oct-Dec 2014 (P)
Credit Debit Net Credit Debit Net

Item 1 2 3 4 5 6
Overall Balance of Payments(1+2+3) 266,988 247,885 19,103 261,893 248,712 13,182
1 CURRENT ACCOUNT (1.1+ 1.2) 138,057 142,154 —4,097 139,114 147,509 -8,395
1.1 MERCHANDISE 79,795 112,947 -33,152 78,999 118,246 -39,247
1.2 INVISIBLES (1.2.1+1.2.2+1.2.3) 58,262 29,207 29,054 60,115 29,263 30,852
1.2.1 Services 37,643 19,523 18,120 39,639 19,352 20,287
1.2.1.1 Travel 5,091 2,748 2,343 5,461 3,676 1,786

1.2.1.2 Transportation 4,114 3,421 693 4,657 4,125 532

1.2.1.3 Insurance 487 290 197 565 314 251

1.2.1.4 G.n.i.e. 104 171 —67 158 224 —66

1.2.1.5 Miscellaneous 27,847 12,893 14,953 28,797 11,013 17,784

1.2.1.5.1 Software Services 17,475 654 16,821 18,692 848 17,844

1.2.1.5.2 Business Services 6,905 6,720 186 7,207 7,068 139

1.2.1.5.3 Financial Services 1,708 1,277 432 1,334 736 598

1.2.1.5.4 Communication Services 516 219 297 537 222 315

1.2.2 Transfers 17,649 1,269 16,380 17,542 1,150 16,392
1.2.2.1 Official 401 229 172 130 265 —135

1.2.2.2 Private 17,247 1,040 16,208 17,412 885 16,527

1.2.3 Income 2,970 8,416 5,446 2,934 8,760 5,827
1.2.3.1 Investment Income 2,150 7,763 -5,613 2,008 8,144 —6,136

1.2.3.2 Compensation of Employees 820 653 167 926 617 309

2 CAPITAL ACCOUNT (2.1+2.2+2.3+2.4+2.5) 128,931 105,144 23,787 122,779 99,427 23,352
2.1 Foreign Investment (2.1.1+2.1.2) 54,564 46,108 8,456 67,179 53,543 13,636
2.1.1 Foreign Direct Investment 9,689 3,623 6,066 11,596 4,240 7,356
2.1.1.1 In India 7,188 1,410 5,778 9,796 2,152 7,644

2.1.1.1.1 Equity 4,224 1,324 2,900 6,588 2,084 4,504

2.1.1.1.2 Reinvested Earnings 2,374 — 2,374 2,379 — 2,379

2.1.1.1.3 Other Capital 590 86 504 829 68 761

2.1.1.2 Abroad 2,501 2,213 288 1,799 2,088 —288

2.1.1.2.1 Equity 2,501 1,292 1,209 1,799 1,179 620

2.1.1.2.2 Reinvested Earnings - 297 -297 - 260 -260

2.1.1.2.3 Other Capital - 624 —624 - 649 —649

2.1.2 Portfolio Investment 44,875 42,485 2,390 55,583 49,303 6,280
2.1.2.1 In India 44,777 42,243 2,534 55,354 49,204 6,150

2.1.2.1.1 FllIs 44,777 42,243 2,534 55,354 49,204 6,150

2.1.2.1.1.1 Equity 36,278 30,057 6,221 40,972 40,728 243

2.1.2.1.1.2 Debt 8,498 12,186 —3,688 14,382 8,475 5,906

2.1.2.1.2 ADR/GDRs - - - - - -

2.1.2.2 Abroad 98 242 —144 230 99 130

2.2 Loans (2.2.1+2.2.2+2.2.3) 31,440 28,429 3,012 28,456 27,792 664
2.2.1 External Assistance 1,044 1,084 —40 1,387 1,130 258
2.2.1.1 By India 11 61 -50 15 128 -113

2.2.1.2 To India 1,033 1,023 10 1,372 1,002 370

2.2.2 Commercial Borrowings 7,551 3,340 4,211 9,498 7,739 1,759
2.2.2.1 By India 234 90 144 410 38 373

2.2.2.2 To India 7,317 3,250 4,067 9,088 7,702 1,386

2.2.3 Short Term to India 22,846 24,005 -1,159 17,570 18,923 —1,353
2.2.3.1 Suppliers' Credit > 180 days & Buyers' Credit 22,846 23,255 —409 16,821 18,923 -2,102

2.2.3.2 Suppliers' Credit up to 180 days - 750 -750 749 - 749

2.3 Banking Capital (2.3.1+2.3.2) 38,288 22,530 15,758 23,650 13,149 10,501
2.3.1 Commercial Banks 38,100 22,530 15,570 23,335 13,149 10,186
2.3.1.1 Assets 3,191 7,811 —4,620 6,526 446 6,081

2.3.1.2 Liabilities 34,909 14,719 20,190 16,809 12,703 4,105

2.3.1.2.1 Non-Resident Deposits 33,025 11,577 21,448 14,493 10,910 3,583

2.3.2 Others 188 - 188 315 - 315

2.4 Rupee Debt Service - - - - - -
2.5 Other Capital 4,638 8,077 -3,439 3,495 4,944 —1,449
3 Errors & Omissions - 586 -586 - 1,776 -1,776
4 Monetary Movements (4.1+ 4.2) — 19,103 -19,103 — 13,182 -13,182
4.1 LM.F. - - - - - -
4.2 Foreign Exchange Reserves (Increase - / Decrease +) - 19,103 —19,103 - 13,182 —13,182
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No. 39: India's Overall Balance of Payments

CURRENT STATISTICS

(X Billion)
Oct-Dec 2013 (PR) Oct-Dec 2014 (P)

Credit Debit Net Credit Debit Net
Item 1 2 3 4 5 6
Overall Balance of Payments(1+2+3) 16,567 15,382 1,185 16,220 15,403 816
1 CURRENT ACCOUNT (1.1+ 1.2) 8,567 8,821 —254 8,616 9,136 -520
1.1 MERCHANDISE 4,951 7,009 -2,057 4,893 7,323 -2,431
1.2 INVISIBLES (1.2.1+1.2.2+1.2.3) 3,615 1,812 1,803 3,723 1,812 1,911
1.2.1 Services 2,336 1,211 1,124 2,455 1,199 1,256
1.2.1.1 Travel 316 171 145 338 228 111
1.2.1.2 Transportation 255 212 43 288 255 33
1.2.1.3 Insurance 30 18 12 35 19 16
1.2.1.4 G.n.ie. 6 11 —4 10 14 —4
1.2.1.5 Miscellaneous 1,728 800 928 1,784 682 1,101
1.2.1.5.1 Software Services 1,084 41 1,044 1,158 53 1,105
1.2.1.5.2 Business Services 428 417 12 446 438 9
1.2.1.5.3 Financial Services 106 79 27 83 46 37
1.2.1.5.4 Communication Services 32 14 18 33 14 20
1.2.2 Transfers 1,095 79 1,016 1,086 71 1,015
1.2.2.1 Official 25 14 11 8 16 -8
1.2.2.2 Private 1,070 65 1,006 1,078 55 1,024
1.2.3 Income 184 522 —338 182 543 -361
1.2.3.1 Investment Income 133 482 —348 124 504 -380
1.2.3.2 Compensation of Employees 51 41 10 57 38 19
2 CAPITAL ACCOUNT (2.1+2.2+2.3+2.4+2.5) 8,001 6,525 1,476 7,604 6,158 1,446
2.1 Foreign Investment (2.1.1+2.1.2) 3,386 2,861 525 4,161 3,316 845
2.1.1 Foreign Direct Investment 601 225 376 718 263 456
2.1.1.1 In India 446 88 359 607 133 473
2.1.1.1.1 Equity 262 82 180 408 129 279
2.1.1.1.2 Reinvested Earnings 147 — 147 147 — 147
2.1.1.1.3 Other Capital 37 5 31 51 4 47
2.1.1.2 Abroad 155 137 18 111 129 —-18
2.1.1.2.1 Equity 155 80 75 111 73 38
2.1.1.2.2 Reinvested Earnings - 18 —-18 - 16 -16
2.1.1.2.3 Other Capital - 39 -39 - 40 —40
2.1.2 Portfolio Investment 2,785 2,636 148 3,442 3,053 389
2.1.2.1 In India 2,779 2,621 157 3,428 3,047 381
2.1.2.1.1 FllIs 2,779 2,621 157 3,428 3,047 381
2.1.2.1.1.1 Equity 2,251 1,865 386 2,538 2,522 15
2.1.2.1.1.2 Debt 527 756 —229 891 525 366
2.1.2.1.2 ADR/GDRs - - - - - -
2.1.2.2 Abroad 6 15 -9 14 6 8
2.2 Loans (2.2.1+2.2.2+2.2.3) 1,951 1,764 187 1,762 1,721 41
2.2.1 External Assistance 65 67 -2 86 70 16
2.2.1.1 By India 1 4 -3 1 8 -7
2.2.1.2 To India 64 63 1 85 62 23
2.2.2 Commercial Borrowings 469 207 261 588 479 109
2.2.2.1 By India 15 6 9 25 2 23
2.2.2.2 To India 454 202 252 563 477 86
2.2.3 Short Term to India 1,418 1,490 =72 1,088 1,172 -84
2.2.3.1 Suppliers' Credit > 180 days & Buyers' Credit 1,418 1,443 -25 1,042 1,172 —130
2.2.3.2 Suppliers' Credit up to 180 days - 47 —47 46 - 46
2.3 Banking Capital (2.3.1+2.3.2) 2,376 1,398 978 1,465 814 650
2.3.1 Commercial Banks 2,364 1,398 966 1,445 814 631
2.3.1.1 Assets 198 485 —287 404 28 377
2.3.1.2 Liabilities 2,166 913 1,253 1,041 787 254
2.3.1.2.1 Non-Resident Deposits 2,049 718 1,331 898 676 222
2.3.2 Others 12 - 12 20 - 20
2.4 Rupee Debt Service - - - - - -
2.5 Other Capital 288 501 -213 216 306 -90
3 Errors & Omissions - 36 -36 - 110 -110
4 Monetary Movements (4.1+ 4.2) - 1,185 —-1,185 - 816 -816
4.1 LM.F. - - - - - -
4.2 Foreign Exchange Reserves (Increase - / Decrease +) — 1,185 —1,185 — 816 —816
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No. 40: Standard Presentation of BoP in India as per BPM6

(US $ Million)

Oct-Dec 2013 (PR)

Oct-Dec 2014 (P)

Ttem
Credit Debit Net Credit Debit Net
1 2 3 4 5 6
1 Current Account (1.A+1.B+1.C) 137,707 141,930 —4,223 139,025 147,251 8,226
1.A Goods and Services (1.A.a+1.A.b) 117,438 132,469 —-15,032 118,638 137,598 —18,960
1.A.a Goods (1.A.a.1 to 1.A.a.3) 79,795 112,947 -33,152 78,999 118,246 —39,247
1.A.a.1 General merchandise on a BOP basis 79,214 109,812 -30,597 78,999 107,168 —28,169
1.A.a.2 Net exports of goods under merchanting 580 - 580 - - -
1.A.a.3 Nonmonetary gold - 3,135 -3,135 - 11,078 —11,078
1.A.b Services (1.A.b.1 to 1.A.b.13) 37,643 19,523 18,120 39,639 19,352 20,287
1.A.b.1 Manufacturing services on physical inputs owned by others 18 5 13 28 5 24
1.A.b.2 Maintenance and repair services n.i.e. 30 63 -33 66 54 12
1.A.b.3 Transport 4,114 3,421 693 4,657 4,125 532
1.A.b.4 Travel 5,091 2,748 2,343 5,461 3,676 1,786
1.A.b.5 Construction 299 320 -21 351 273 78
1.A.b.6 Insurance and pension services 487 290 197 565 314 251
1.A.b.7 Financial services 1,708 1,277 432 1,334 736 598
1.A.b.8 Charges for the use of intellectual property n.i.e. 179 1,024 —845 181 1,300 —1,120
1.A.b.9 Telecommunications, computer, and information services 18,035 932 17,102 19,279 1,155 18,124
1.A.b.10 Other business services 6,905 6,720 186 7,207 7,068 139
1.A.b.11 Personal, cultural, and recreational services 301 193 109 289 403 —114
1.A.b.12 Government goods and services n.i.e. 104 171 —67 158 224 —66
1.A.b.13 Others n.i.e. 371 2,360 —1,989 62 20 42
1.B Primary Income (1.B.1 to 1.B.3) 2,970 8,416 —5,446 2,934 8,760 —5,827
1.B.1 Compensation of employees 820 653 167 926 617 309
1.B.2 Investment income 1,819 7,711 -5,892 1,616 8,089 —6,473
1.B.2.1 Direct investment 824 3,469 —2,645 745 2,936 —2,190
1.B.2.2 Portfolio investment 90 1,190 -1,100 29 1,662 —-1,633
1.B.2.3 Other investment 130 3,052 -2,922 97 3,490 -3,393
1.B.2.4 Reserve assets 775 - 775 744 1 744
1.B.3 Other primary income 331 52 279 392 55 338
1.C Secondary Income (1.C.1+1.C.2) 17,299 1,045 16,254 17,454 893 16,561
1.C.1 Financial corporations, nonfinancial corporations, houscholds, and NPISHs 17,247 1,040 16,208 17,412 885 16,527
1.C.1.1 Personal transfers (Current transfers between resident and/ non-resident households) 16,713 986 15,728 16,773 803 15,970
1.C.1.2 Other current transfers 534 54 480 639 82 557
1.C.2 General government 52 6 47 41 8 34
2 Capital Account (2.1+2.2) 406 297 110 271 317 —45
2.1 Gross acquisitions (DR.)/disposals (CR.) of non-produced nonfinancial assets 41 35 6 152 23 129
2.2 Capital transfers 365 261 103 119 293 -174
3 Financial Account (3.1 to 3.5) 128,909 124,209 4,700 122,597 112,550 10,047
3.1 Direct Investment (3.1A+3.1B) 9,689 3,623 6,066 11,596 4,240 7,356
3.1.A Direct Investment in India 7,188 1,410 5,778 9,796 2,152 7,644
3.1.A.1 Equity and investment fund shares 6,598 1,324 5,274 8,967 2,084 6,883
3.1.A.1.1 Equity other than reinvestment of earnings 4,224 1,324 2,900 6,588 2,084 4,504
3.1.A.1.2 Reinvestment of earnings 2,374 - 2,374 2,379 - 2,379
3.1.A.2 Debt instruments 590 86 504 829 68 761
3.1.A.2.1 Direct investor in direct investment enterprises 590 86 504 829 68 761
3.1.B Direct Investment by India 2,501 2,213 288 1,799 2,088 —288
3.1.B.1 Equity and investment fund shares 2,501 1,589 912 1,799 1,439 361
3.1.B.1.1 Equity other than reinvestment of earnings 2,501 1,292 1,209 1,799 1,179 620
3.1.B.1.2 Reinvestment of earnings - 297 -297 - 260 -260
3.1.B.2 Debt instruments - 624 —624 - 649 —649
3.1.B.2.1 Direct investor in direct investment enterprises - 624 —624 - 649 —649
3.2 Portfolio Investment 44,875 42,485 2,390 55,583 49,303 6,280
3.2.A Portfolio Investment in India 44,777 42,243 2,534 55,354 49,204 6,150
3.2.1 Equity and investment fund shares 36,278 30,057 6,221 40,972 40,728 243
3.2.2 Debt securities 8,498 12,186 —3,688 14,382 8,475 5,906
3.2.B Portfolio Investment by India 98 242 —144 230 99 130
3.3 Financial derivatives (other than reserves) and employee stock options 2,286 1,498 788 1,866 4,209 —2,343
3.4 Other investment 72,059 57,500 14,558 53,553 41,616 11,936
3.4.1 Other equity (ADRs/GDRs) - - - - - -
3.4.2 Currency and deposits 33,213 11,577 21,636 14,808 10,910 3,898
3.4.2.1 Central bank (Rupee Debt Movements; NRG) 188 - 188 315 - 315
3.4.2.2 Deposit-taking corporations, except the central bank (NRI Deposits) 33,025 11,577 21,448 14,493 10,910 3,583
3.4.2.3 General government — - - - — -
3.4.2.4 Other sectors - - - - - -
3.4.3 Loans (External Assistance, ECBs and Banking Capital) 13,670 15,377 -1,707 19,728 11,108 8,619
3.4.3.A Loans to India 13,425 15,226 —-1,801 19,302 10,943 8,359
3.4.3.B Loans by India 245 151 94 426 165 260
3.4.4 Insurance, pension, and standardized guarantee schemes 13 181 —168 211 135 76
3.4.5 Trade credit and advances 22,846 24,005 —1,159 17,570 18,923 —1,353
3.4.6 Other accounts receivable/payable - other 2,317 6,361 —4,043 1,237 541 696
3.4.7 Special drawing rights - - - - - -
3.5 Reserve assets - 19,103 -19,103 - 13,182 —13,182
3.5.1 Monetary gold - - - - - -
3.5.2 Special drawing rights n.a. - - - - - -
3.5.3 Reserve position in the IMF n.a. - - - - - -
3.5.4 Other reserve assets (Foreign Currency Assets) — 19,103 —19,103 — 13,182 —13,182
4 Total assets/liabilities 128,909 124,209 4,700 122,597 112,550 10,047
4.1 Equity and investment fund shares 47,775 34,891 12,884 54,044 48,694 5,350
4.2 Debt instruments 78,817 63,855 14,962 67,316 50,133 17,183
4.3 Other financial assets and liabilities 2,317 25,463 —23,146 1,237 13,722 —12,486
5 Net errors and - 586 —586 - 1,776 -1,776
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No. 41: Standard Presentation of BoP in India as per BPM6

CURRENT STATISTICS

(% Billion)
Item Oct-Dec 2013 (PR) Oct-Dec 2014 (P)
Credit Debit Net Credit Debit Net
1 2 3 4 5 6
1 Current Account (1.A+1.B+1.C) 8,545 8,807 —262 8,610 9,120 -509
1.A Goods and Services (1.A.a+1.A.b) 7,287 8,220 -933 7,348 8,522 -1,174
1.A.a Goods (1.A.a.1 to 1.A.a.3) 4,951 7,009 -2,057 4,893 7,323 —2,431
1.A.a.1 General merchandise on a BOP basis 4915 6,814 —1,899 4,893 6,637 —1,745
1.A.a.2 Net exports of goods under merchanting 36 - 36 - - -
1.A.a.3 Nonmonetary gold - 195 —195 - 686 —686
1.A.b Services (1.A.b.1 to 1.A.b.13) 2,336 1,211 1,124 2,455 1,199 1,256
1.A.b.1 Manufacturing services on physical inputs owned by others 1 - 1 2 0 1
1.A.b.2 Maintenance and repair services n.i.e. 2 4 -2 4 3 1
1.A.b.3 Transport 255 212 43 288 255 33
1.A.b.4 Travel 316 171 145 338 228 111
1.A.b.5 Construction 19 20 -1 22 17 5
1.A.b.6 Insurance and pension services 30 18 12 35 19 16
1.A.b.7 Financial services 106 79 27 83 46 37
1.A.b.8 Charges for the use of intellectual property n.i.e. 11 64 -52 11 81 —69
1.A.b.9 Telecommunications, computer, and information services 1,119 58 1,061 1,194 72 1,122
1.A.b.10 Other business services 428 417 12 446 438 9
1.A.b.11 Personal, cultural, and recreational services 19 12 7 18 25 -7
1.A.b.12 Government goods and services n.i.e. 6 11 4 10 14 —4
1.A.b.13 Others n.i.e. 23 146 —123 4 1 3
1.B Primary Income (1.B.1 to 1.B.3) 184 522 —338 182 543 -361
1.B.1 Compensation of employees 51 41 10 57 38 19
1.B.2 Investment income 113 478 -366 100 501 —401
1.B.2.1 Direct investment 51 215 —164 46 182 —136
1.B.2.2 Portfolio investment 6 74 —68 2 103 —101
1.B.2.3 Other investment 8 189 —181 6 216 -210
1.B.2.4 Reserve assets 48 - 48 46 0 46
1.B.3 Other primary income 21 3 17 24 3 21
1.C Secondary Income (1.C.1+1.C.2) 1,073 65 1,009 1,081 55 1,026
1.C.1 Financial corporations, nonfinancial corporations, households, and NPISHs 1,070 65 1,006 1,078 55 1,024
1.C.1.1 Personal transfers (Current transfers between resident and/ non-resident households) 1,037 61 976 1,039 50 989
1.C.1.2 Other current transfers 33 3 30 40 5 35
1.C.2 General government 3 - 3 3 0 2
2 Capital Account (2.1+2.2) 25 18 7 17 20 -3
2.1 Gross acquisitions (DR.)/disposals (CR.) of non-produced nonfinancial assets 3 2 - 9 1 8
2.2 Capital transfers 23 16 6 7 18 —11
3 Financial Account (3.1 to 3.5) 7,999 7,708 292 7,593 6,971 622
3.1 Direct Investment (3.1A+3.1B) 601 225 376 718 263 456
3.1.A Direct Investment in India 446 88 359 607 133 473
3.1.A.1 Equity and investment fund shares 409 82 327 555 129 426
3.1.A.1.1 Equity other than reinvestment of earnings 262 82 180 408 129 279
3.1.A.1.2 Reinvestment of earnings 147 - 147 147 - 147
3.1.A.2 Debt instruments 37 5 31 51 4 47
3.1.A.2.1 Direct investor in direct investment enterprises 37 5 31 51 4 47
3.1.B Direct Investment by India 155 137 18 111 129 —18
3.1.B.1 Equity and investment fund shares 155 99 57 111 89 22
3.1.B.1.1 Equity other than reinvestment of earnings 155 80 75 111 73 38
3.1.B.1.2 Reinvestment of earnings - 18 —18 - 16 -16
3.1.B.2 Debt instruments - 39 -39 - 40 -40
3.1.B.2.1 Direct investor in direct investment enterprises - 39 -39 - 40 —40
3.2 Portfolio Investment 2,785 2,636 148 3,442 3,053 389
3.2.A Portfolio Investment in India 2,779 2,621 157 3,428 3,047 381
3.2.1 Equity and investment fund shares 2,251 1,865 386 2,538 2,522 15
3.2.2 Debt securities 527 756 —229 891 525 366
3.2.B Portfolio Investment by India 6 15 -9 14 6 8
3.3 Financial derivatives (other than reserves) and employee stock options 142 93 49 116 261 —145
3.4 Other investment 4,471 3,568 903 3,317 2,577 739
3.4.1 Other equity (ADRs/GDRs) - — — - — -
3.4.2 Currency and deposits 2,061 718 1,343 917 676 241
3.4.2.1 Central bank (Rupee Debt Movements; NRG) 12 — 12 20 — 20
3.4.2.2 Deposit-taking corporations, except the central bank (NRI Deposits) 2,049 718 1,331 898 676 222
3.4.2.3 General government - - - - - -
3.4.2.4 Other sectors - - - - - -
3.4.3 Loans (External Assistance, ECBs and Banking Capital) 848 954 -106 1,222 688 534
3.4.3.A Loans to India 833 945 —112 1,195 678 518
3.4.3.B Loans by India 15 9 6 26 10 16
3.4.4 Insurance, pension, and standardized guarantee schemes 1 11 —10 13 8 5
3.4.5 Trade credit and advances 1,418 1,490 72 1,088 1,172 -84
3.4.6 Other accounts receivable/payable - other 144 395 —251 77 33 43
3.4.7 Special drawing rights - - - - - -
3.5 Reserve assets — 1,185 -1,185 — 816 -816
3.5.1 Monetary gold - - - - - -
3.5.2 Special drawing rights n.a. - - - - - -
3.5.3 Reserve position in the IMF n.a. - - - - - -
3.5.4 Other reserve assets (Foreign Currency Assets) - 1,185 —1,185 - 816 —816
4 Total assets/liabilities 7,999 7,708 292 7,593 6,971 622
4.1 Equity and investment fund shares 2,965 2,165 799 3,347 3,016 331
4.2 Debt instruments 4,891 3,962 928 4,169 3,105 1,064
4.3 Other financial assets and liabilities 144 1,580 —1,436 77 850 ~773
5 Net errors and — 36 —36 — 110 -110
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CURRENT STATISTICS

No. 42: International Investment Position

(USS$ Million)

Item As on Financial Year /Quarter End

2013-14 2013 2014
Dec. Sep. Dec.

Assets| Liabilities Assets | Liabilities Assets| Liabilities Assets| Liabilities
1 2 3 4 5 6 7 8
1 Direct Investment Abroad/in India 128,709 242,741 119,838 226,552 129,290 252,294 129,578 252,331
1.1 Equity Capital and Reinvested Earnings 90,902 231,724 82,733 215,631 89,967 241,017 89,607 241,210
1.2 Other Capital 37,807 11,017 37,105 10,920 39,322 11,277 39,972 11,122
2 Portfolio Investment 1,206 197,489 1,340 179,588 1,282 212,371 1,430 211,772
2.1 Equity 946 139,661 1,184 132,348 947 144,848 1,095 141,157
2.2 Debt 261 57,828 156 47,241 335 67,523 335 70,615
3 Other Investment 49,554 380,433 43,849 371,346 44,055 381,535 38,799 382,857
3.1 Trade Credit 8,742 83,938 10,859 88,369 7,474 82,483 6,341 81,028
3.2 Loan 6,863 179,472 5,553 171,071 5,142 177,419 4,169 178,670
3.3 Currency and Deposits 17,862 103,993 13,867 98,772 14,972 108,870 11,935 110,199
3.4 Other Assets/Liabilities 16,087 13,030 13,570 13,134 16,468 12,763 16,354 12,960
4 Reserves 304,223 —| 293,878 - 313,841 - 320,649 -
5 Total Assets/ Liabilities 483,693 820,663 | 458,904 777,485 488,468 846,199 490,456 846,961
6 IIP (Assets - Liabilities) -336,970 318,581 -357,731 -356,505
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CURRENT STATISTICS

Payment and Settlement Systems

No. 43: Payment System Indicators

System Volume Value
(Million) (% Billion)
2013-14 2014 2015 2013-14 2014 2015
Dec. Jan. Feb. Dec. Jan. Feb.

1 2 3 4 5 6 7 8
1 RTGS 81.11 8.19 7.89 7.69 904,968.04 84,449.60 76,635.09 70,910.56
1.1 Customer Transactions 76.35 7.81 7.52 7.34 573,614.03 57,669.28 51,356.36 48,516.93
1.2 Interbank Transactions 4.75 0.38 0.37 0.35 160,638.37 11,074.73 10,291.66 8,897.18
1.3 Interbank Clearing 0.011 0.001 0.001 0.001 170,715.64 15,705.79 14,987.07 13,496.46
2 CCIL Operated Systems 2.56 0.30 0.24 0.16 621,569.63 70,943.42 53,080.79 41,555.74
2.1 CBLO 0.18 0.02 0.02 0.02 175,261.92 16,171.39 15,850.21 14,190.98
2.2 Govt. Securities Clearing 0.87 0.13 0.12 0.07 161,848.24 26,061.00 26,151.48 20,525.10
2.2.1 Outright 0.82 0.12 0.11 0.07 89,566.99 12,301.47 11,079.10 6,839.66
2.2.2 Repo 0.046 0.010 0.010 0.009 72,281.26 13,759.53 15,072.38 13,685.44
2.3 Forex Clearing 1.51 0.15 0.17 0.13 284,459.46 28,711.03 28,066.06 23,823.97
3 Paper Clearing 1,257.31 109.57 97.41 93.66 93,316.04 7,488.29 7,135.01 6,808.13
3.1 Cheque Truncation System (CTS) 591.38 84.40 80.51 76.65 44,691.39 5,997.74 5,741.14 5,447.55
3.2 MICR Clearing 440.07 - - - 30,942.81 - - -
3.2.1 RBI Centres 215.50 - - - 15,246.84 - - -
3.2.2 Other Centres 224.57 - - - 15,695.97 - - -
3.3 Non-MICR Clearing 225.86 25.17 16.90 17.01 17,681.84 1,490.55 1,393.87 1,360.59
4 Retail Electronic Clearing 1,108.32 135.67 118.68 118.71 47,856.29 6,044.41 5,468.79 5,431.47
4.1 ECSDR 192.91 19.35 19.49 19.11 1,267.96 147.44 148.83 149.81
4.2 ECS CR (includes NECS) 152.54 10.10 9.65 8.34 2,492.19 183.51 165.50 159.34
4.3 EFT/NEFT 661.01 83.49 80.22 81.19 43,785.52 5,573.36 5,084.73 5,046.41
4.4 Immediate Payment Service (IMPS) 15.36 8.38 9.33 10.08 95.81 60.36 69.73 75.90
4.5 National Automated Clearing House (NACH) 86.50 14.35 73.87 90.27 214.81 79.74 63.84 81.56
5 Cards 7,219.13 721.21 733.20 688.21 22,159.58 2,285.17 2,212.72 1,906.21
5.1 Credit Cards 512.03 56.53 56.58 49.92 1,556.72 174.38 175.67 156.50
5.1.1 Usage at ATMs 2.96 0.44 0.41 0.37 16.87 2.51 2.14 1.96
5.1.2 Usage at POS 509.08 56.09 56.17 49.55 1,539.85 171.87 173.52 154.55
5.2 Debit Cards 6,707.10{  664.68 676.62 638.29 20,602.86 2,110.79 2,037.05 1,749.70
5.2.1 Usage at ATMs 6,088.02 591.06 602.18 570.39 19,648.35 1,999.78 1,924.17 1,668.06
5.2.2 Usage at POS 619.08 73.62 74.44 67.90 954.51 111.01 112.89 81.64
6 Prepaid Payment Instruments (PPIs) 133.63 28.98 33.49 30.31 81.05 22.67 23.65 24.42
6.1 m-Wallet 107.51 23.19 27.62 24.08 29.05 8.28 8.92 8.76
6.2 PPI Cards 25.60 5.74 5.82 6.19 28.36 12.01 12.59 13.64
6.3 Paper Vouchers 0.53 0.05 0.05 0.04 23.63 2.38 2.13 2.01
7 Mobile Banking 94.71 16.78 18.07 18.53 224.18 113.23 129.17 148.88
8 Cards Outstanding 413.60(  520.44 544.84 558.89 - - - -
8.1 Credit Card 19.18 20.36 20.61 20.86 - - - -
8.2 Debit Card 394.42 500.08 524.23 538.03 - - - -
9 Number of ATMs (in actuals) 160055 176408 177382 178747 - - - -
10 Number of POS (in actuals) 1065984 1058642 1085588 1095356 - - - -
11 Grand Total (1.1+1.2+2+3+4+5+6) 9,802.05 1,003.92 990.92 938.74| 1,519,234.98| 155,527.97 129,568.97 113,140.07
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CURRENT STATISTICS

Occasional Series
No. 44: Small Savings

(% Billion)

Scheme 2013-14 2013 2014
Aug. Jun. Jul. Aug.
1 2 3 4 5
1 Small Savings Receipts 2,020.60 154.32 188.72 207.63 193.28
Outstanding 6,214.97 | 6,088.49 6,219.60 6,224.78 6,230.58
1.1 Total Deposits Receipts 1,780.40 139.03 170.31 188.54 174.51
Outstanding 3,866.31 | 3,749.23 3,900.33 3,912.77 3,923.71
1.1.1 Post Office Saving Bank Deposits Receipts 946.50 70.84 90.50 102.34 90.99
Outstanding 430.17 383.10 437.94 444.59 446.10
1.1.2 MGNREG Receipts - - - - -
Outstanding - - - - -
1.1.3 National Saving Scheme, 1987 Receipts 0.80 0.01 0.02 0.01 0.05
Outstanding 38.69 38.96 37.84 37.57 37.26
1.1.4 National Saving Scheme, 1992 Receipts 0.05 - 0.02 -0.01 0.02
Outstanding 2.77 2.94 2.62 2.43 2.51
1.1.5 Monthly Income Scheme Receipts 179.91 14.57 18.59 19.51 18.71
Outstanding 2,020.85 | 2,022.80 2,015.94 2,015.72 2,016.36
1.1.6 Senior Citizen Scheme Receipts 19.94 1.80 1.90 2.25 2.17
Outstanding 224.92 232.29 218.80 213.75 211.26
1.1.7 Post Office Time Deposits Receipts 246.74 20.04 26.88 29.28 28.28
Outstanding 407.14 356.40 436.08 446.69 456.93
1.1.7.1 1 year Time Deposits Outstanding 273.43 234.78 296.77 305.37 313.66
1.1.7.2 2 year Time Deposits Outstanding 17.67 15.83 18.47 18.71 18.93
1.1.7.3 3 year Time Deposits Outstanding 39.15 38.32 39.51 39.71 39.88
1.1.7.4 5 year Time Deposits Outstanding 76.89 67.47 81.33 82.90 84.46
1.1.8 Post Office Recurring Deposits Receipts 386.46 31.77 32.40 35.16 34.29
Outstanding 741.49 712.52 750.83 751.74 753.01
1.1.9 Post Office Cumulative Time Deposits Outstanding 0.06 - 0.06 0.06 0.06
1.1.10 Other Deposits Outstanding 0.22 0.22 0.22 0.22 0.22
1.2 Saving Certificates Receipts 169.46 12.13 13.99 14.87 14.26
Outstanding 1,882.58 | 1,923.62 1,855.76 1,846.96 1,839.66
1.2.1 National Savings Certificate VIII issue Receipts 169.24 12.12 13.96 14.80 14.28
Outstanding 750.86 679.14 777.05 787.68 798.09
1.2.2 Indira Vikas Patras Receipts 0.04 - - 0.02 -
Outstanding 8.96 9.03 8.94 8.94 8.91
1.2.3 Kisan Vikas Patras Receipts 0.18 0.01 0.03 0.05 -0.02
Outstanding 1,067.54 | 1,203.71 1,003.12 979.69 958.06
1.2.4 National Saving Certificate VI issue Outstanding -0.77 —-0.78 -0.79 -0.81 —0.81
1.2.5 National Saving Certificate VII issue Outstanding —-0.50 —-0.66 -0.51 -0.51 —0.53
1.2.6 Other Certificates Outstanding 56.49 33.18 67.95 71.97 75.94
1.3 Public Provident Fund Receipts 70.74 3.16 4.42 4.22 4.51
Outstanding 466.08 415.64 463.51 465.05 467.21

Source: Accountant General, Post and Telegraphs.
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CURRENT STATISTICS

No. 45: Ownership Pattern of Government of India Dated Securities

(Per cent)
Category 2013 2014
Dec. Mar. Jun. Sep. Dec.
1 2 3 4 5
1 Commercial Banks 44.73 44.46 43.43 42.95 42.77
2 Non-Bank PDs 0.15 0.11 0.28 0.20 0.34
3 Insurance Companies 19.27 19.54 20.21 20.55 21.02
4 Mutual Funds 1.56 0.78 1.29 1.26 1.68
5 Co-operative Banks 2.69 2.76 2.76 2.71 2.57
6 Financial Institutions 0.67 0.72 1.51 1.44 0.73
7 Corporates 1.27 0.79 0.89 1.06 1.12
8 Flls 1.38 1.68 2.45 3.37 3.62
9 Provident Funds 7.37 7.18 7.21 7.13 7.47
10 RBI 16.01 16.05 15.03 14.33 13.23
11 Others 4.89 5.92 4.94 4.99 5.45
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CURRENT STATISTICS

No. 46: Combined Receipts and Disbursements of the Central and State Governments

(% Billion)
Item 2009-10 2010-11 2011-12 2012-13|2013-14 RE |2014-15 BE
1 2 3 4 5 6
1 Total Disbursements 18,521.19 | 21,451.45| 24,217.68 | 26,949.34 | 31,953.34 | 35,985.06
1.1 Developmental 10,628.08 | 12,676.97 | 14,209.38 | 15,741.62 | 18,717.73 | 21,000.74
1.1.1 Revenue 8,513.03 | 10,260.24 | 11,394.64 | 12,807.14 | 15,048.07 | 16,582.49
1.1.2 Capital 1,868.38 1,935.80 2,163.39 2,446.11 3,184.40 4,028.47
1.1.3 Loans 246.67 480.93 651.35 488.38 485.26 389.78
1.2 Non-Developmental 7,687.34 8,520.46 9,695.88 | 10,850.47 | 12,751.57 | 14,454.37
1.2.1 Revenue 7,086.94 7,765.94 8,923.61 9,991.40 | 11,663.72 | 13,158.12
1.2.1.1 Interest Payments 3,145.70 3,485.61 4,000.03 4,543.06 5,436.70 6,118.51
1.2.2 Capital 594.08 747.48 754.79 837.14 1,065.99 1,257.51
1.2.3 Loans 6.32 7.04 17.48 21.93 21.86 38.73
1.3 Others 205.77 254.02 312.42 357.24 484.04 529.95
2 Total Receipts 18,458.08 | 21,535.61 | 24,540.62 | 27,690.29 | 31,390.86 | 35,701.74
2.1 Revenue Receipts 12,105.59 | 15,788.20 | 16,926.79 | 19,716.19 | 23,522.48 | 27,028.75
2.1.1 Tax Receipts 9,846.11 | 12,500.67 | 14,427.52| 16,879.59 | 19,208.73 | 22,028.85
2.1.1.1 Taxes on commodities and services 5,580.66 7,393.66 8,745.55| 10,385.91 11,768.52 | 13,536.10
2.1.1.2 Taxes on Income and Property 4,249.31 5,087.19 5,654.12 6,462.73 7,409.54 8,458.74
2.1.1.3 Taxes of Union Territories (Without Legislature) 16.14 19.82 27.85 30.94 30.67 34.01
2.1.2 Non-Tax Receipts 2,259.48 3,287.53 2,499.27 2,836.60 4,313.75 4,999.90
2.1.2.1 Interest Receipts 257.48 250.78 288.70 355.43 360.44 347.54
2.2 Non-debt Capital Receipts 368.92 322.93 441.23 389.20 376.21 727.23
2.2.1 Recovery of Loans & Advances 114.99 82.06 253.70 129.29 113.20 79.64
2.2.2 Disinvestment proceeds 253.93 240.87 187.53 259.91 263.01 647.59
3 Gross Fiscal Deficit [ 1-(2.1+2.2)] 6,046.68 5,340.32 6,849.66 6,843.95 8,054.64 8,229.07
3A Sources of Financing: Institution-wise
3A.1 Domestic Financing 5,936.30 5,104.76 6,725.18 6,771.94 8,000.24 8,171.74
3A.1.1 Net Bank Credit to Government 3,918.53 3,147.10 3,898.30 3,352.80 3,295.90
3A.1.1.1 Net RBI Credit to Government 1,500.10 1,849.70 1,391.80 548.40 1,081.30
3A.1.2 Non-Bank Credit to Government 2,017.77 1,957.66 2,826.88 3,419.14 4,704.34 .
3A.2 External Financing 110.38 235.56 124.48 72.01 54.40 57.34
3B Sources of Financing: Instrument-wise
3B.1 Domestic Financing 5,936.30 5,104.76 6,725.18 6,771.94 8,000.24 8,171.74
3B.1.1 Market Borrowings (net) 5,070.19 4,151.75 6,195.07 6,536.94 6,609.87 7,106.01
3B.1.2 Small Savings (net) —374.62 —545.34 190.88 —85.70 -121.35 —34.31
3B.1.3 State Provident Funds (net) 355.35 362.36 334.33 329.94 331.59 366.85
3B.1.4 Reserve Funds —155.71 35.62 178.51 —4.12 58.28 —153.49
3B.1.5 Deposits and Advances 175.68 342.92 122.10 27.22 78.92 61.28
3B.1.6 Cash Balances 63.12 -84.16 —322.94 —740.96 562.48 283.32
3B.1.7 Others 802.30 841.61 27.23 708.62 480.45 542.07
3B.2 External Financing 110.38 235.56 124.48 72.01 54.40 57.34
4 Total Disbursements as per cent of GDP 28.6 27.5 26.9 27.0 28.2 28.4
5 Total Receipts as per cent of GDP 28.5 27.6 27.2 27.7 27.7 28.2
6 Revenue Receipts as per cent of GDP 18.7 20.3 18.8 19.7 20.7 21.4
7 Tax Receipts as per cent of GDP 15.2 16.0 16.0 16.9 16.9 17.4
8 Gross Fiscal Deficit as per cent of GDP 9.3 6.9 7.6 6.9 7.1 6.5

Source : Budget Documents of Central and State Governments.
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CURRENT STATISTICS

Explanatory Notes to the Current Statistics

Table No. 1

1.2 & 6: Annual data are averages of months.

3.5 & 3.7: Relate to ratios of increments over financial year so far.

4.1to0 4.4, 4.8, 4.12 & 5: Relate to the last day of the month/financial year.

4.5, 4.6 & 4.7: Relate to five major banks on the last Friday of the month/financial year.
4.9 to 4.11: Relate to the last auction day of the month/financial year.

Table No. 2
2.1.2: Include paid-up capital, reserve fund and Long-Term Operations Funds.
2.2.2: Include cash, fixed deposits and short-term securities/bonds, e.g., issued by IIFC (UK).

Table No. 4
Maturity-wise position of outstanding forward contracts is available at http://nsdp.rbi.org.in under
"Reserves Template'".

Table No. 5
Special refinance facility to Others, i.e. to the EXIM Bank, is closed since March 31, 2013,

Table No. 6

For scheduled banks, March-end data pertain to the last reporting Friday.

2.2: Exclude balances held in IMF Account No.1, RBI employees’ provident fund, pension fund, gratuity and
superannuation fund.

Table Nos. 7 & 11
3.1 in Table 7 and 2.4 in Table 11: Include foreign currency denominated bonds issued by IIFC (UK).

Table No. 8

NM, and NM, do not include FCNR (B) deposits.

2.4: Consist of paid-up capital and reserves.

2.5: includes other demand and time liabilities of the banking system.

Table No. 9

Financial institutions comprise EXIM Bank, SIDBI, NABARD and NHB.

L, and L, are compiled monthly and L, quarterly.

Wherever data are not available, the last available data have been repeated.

Table No. 15

Data are provisional and relate to select banks which cover 95 per cent of total non-food credit extended by all
scheduled commercial banks.

1.2A.2.1 : Manufacturing include ¥335 billion and item 1.2A.2.2 : Services includes ¥34 billion credit to medium
enterprises for the month of March 2014 only.

Table No. 17

2.1.1: Exclude reserve fund maintained by co-operative societies with State Co-operative Banks
2.1.2: Exclude borrowings from RBI, SBI, IDBI, NABARD, notified banks and State Governments.
4: Include borrowings from IDBI and NABARD.

Table No. 24
Primary Dealers (PDs) include banks undertaking PD business.

Table No. 30

Exclude private placement and offer for sale.

1: Exclude bonus shares.

2: Include cumulative convertible preference shares and equi-preference shares.

Table No. 32
Exclude investment in foreign currency denominated bonds issued by IIFC (UK), SDRs transferred by Government
of India to RBI and foreign currency received under SAARC SWAP arrangement. Foreign currency assets in
US dollar take into account appreciation/depreciation of non-US currencies (such as Euro, Sterling, Yen and
Australian Dollar) held in reserves. Foreign exchange holdings are converted into rupees at rupee-US dollar RBI
holding rates.
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Table No. 34

1.1.1.1.2 & 1.1.1.1.1.4: Estimates.

1.1.1.2: Estimates for latest months.

'Other capital’ pertains to debt transactions between parent and subsidiaries/branches of FDI enterprises.
Data may not tally with the BoP data due to lag in reporting.

Table No. 35
1.10: Include items such as subscription to journals, maintenance of investment abroad, student loan repayments
and credit card payments.

Table No. 36

Increase in indices indicates appreciation of rupee and vice versa. For 6-Currency index, base year 2012-13 is
a moving one, which gets updated every year. REER figures are based on Consumer Price Index (combined).
Methodological details are available in December 2005 and April 2014 issues of the Bulletin.

Table No. 37
Based on applications for ECB/Foreign Currency Convertible Bonds (FCCBs) which have been allotted loan
registration number during the period.

Table Nos. 38, 39, 40 & 41
Explanatory notes on these tables are available in December issue of RBI Bulletin, 2012.

Table No. 43

1.3: Pertain to multilateral net settlement batches.
3.1: Pertain to two centres - New Delhi and Chennai.
3.3: Pertain to clearing houses managed by 21 banks.
6: Available from December 2010.

7: Include IMPS transactions.

Table No. 44

1.1.1: Receipts include interest credited to depositors' account from time to time.

1.1.9: Relate to 5-year, 10-year and 15-year cumulative time deposits. Exclude Public Provident Fund.
1.2.4 to 1.2.6: Negative figures are due to rectification of misclassification.

1.3: Data relate to Post Office transactions.

Table 45
Includes securities issued under the Market Stabilisation Scheme and the special securities, e.g., issued to the
oil marketing companies.

Table 46

(-): Indicates surplus/net outflow.

Total receipts and total expenditure exclude National Calamity Contingency Fund expenditure.

1 & 2: Data are net of repayments of the Central Government (including repayments to the NSSF) and State
Governments.

1.3: Represents compensation and assignments by States to local bodies and Panchayati Raj institutions.

2: Data are net of variation in cash balances of the Central and State Governments and includes borrowing
receipts of the Central and State Governments.

3A.1.1: Data as per RBI records.

3B.1.1: Includes borrowings through dated securities and 364-day Treasury Bills.

3B.1.2: Represent net investment in Central and State Governments' special securities by the National Small
Savings Fund (NSSF).

3B.1.6: Include Ways and Means Advances by the Centre to the State Governments.

3B.1.7: Include Treasury Bills (excluding 364-day Treasury Bills), loans from financial institutions, insurance and
pension funds, remittances, cash balance investment account.

Detailed explanatory notes are available in the relevant press releases issued by RBI and other publications/releases
of the Bank such as Handbook of Statistics on the Indian Economy.
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Recent Publications of the Reserve Bank of India

Name of Publication

Price

India

Abroad

4,

5.

Reserve Bank of India Bulletin 2015

Report on Trend and Progress of
Banking in India 2012-13

Handbook of Statistics on the Indian
Economy 2013-14

Report on Currency and Finance 2009-12
Fiscal-Monetary Co-ordination

Report on Currency and Finance
2003-08 Vol. I to V (Special Issue)

%200 per copy (over the counter)
%240 per copy (inclusive of postage)

32,800 (one year subscription - inclusive of postage)

%270 per copy (over the counter)

3310 per copy (including postal charges)

%240 per copy (concessional including postage)

3200 per copy (concessional price over the counter)

%300 (Normal)

(
3350 (inclusive of postage)
%225 (concessional)

(

%275 (concessional with postage)

%515 (normal)
3555 (inclusive of postage)

1,100 (normal)
% 1,170 (inclusive of postage)
¥ 830 (concessional)

% 900 (concessional inclusive of postage)

US$ 11 per copy (inclusive of postage)
US$ 130 (one-year subscription)

US$ 11 per copy

(inclusive of air mail courier charges)

Uss$ 35
(inclusive of air mail courier charges)

US$ 16 per copy
(including air mail courier charges)

US$ 55 per copy
(including air mail courier charges)

6. State Finances - 3480 per copy (over the counter) US$ 15 per copy
A Study of Budgets of 2013-14 %520 per copy (including postal charges) (including air mail courier charges)
7. Handbook of Statistics on State CD-ROM US$ 16 per CD
Government Finances 2010 730 (normal) (inclusive of air mail courier charges)
%105 (inclusive of postage) US$ 4 per CD
260 (concessional) (inclusive of registerted air mail charges)
385 (concessional inclusive of postage)
8. CD Compendium of Articles on State %280 (over the counter) US$ 8 (air mail book post charges)
Finances (1950-51 to 2010-11) %305 (inclusive of postal charges)
%210 (concessional)
3235 (concessional inclusive of postage)
9. Mint Road Milestones RBI at 75 1,650 per copy (over the counter) US$ 50 per copy
10. India’s Financial Sector, An Assessment | 2,000 per copy (over the counter) US$ 40 per set and
Vol. Tto VI 2009 32,300 per copy (inclusive postal charges) US$ 120 per set
21,500 per copy (concessional price ) (inclusive of air mail courier charges)
31,800 per copy (concessional inclusive of postage)
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Name of Publication Price
India Abroad
11. The Paper and the Promise: A Brief %200 per copy (over the counter) US$ 30 per copy
History of Currency & Banknotes in (inclusive of registered air mail)
India, 2009
12. Report of the committee on Fuller %140 per copy (normal) US$ 25 per copy
Capital account Convertibility %170 (per copy by post) (inclusive of air mail charges)
(Tarapore Committee Report II)
13. A Profile of Banks 2012-13 80 per copy (over the counter) US$ 7 per copy
%110 per copy (inclusive of postal charges) (inclusive of courier charges)
14. Selected Banking Indicators 1981 to %250 per CD (over the counter) US$ 75 (per CD)
2002 (On CD-ROM) 3300 per CD (including postal charges)
15. Statistical Tables Relating to Banks in 3240 per copy (over the counter) US$ 13 per copy
India 2012-13 %300 (inclusive of postage) (inclusive of courier charges)
16. Quarterly Statistics on Deposits and 3185 per copy (over the counter) US$ 20 per copy
Credit of Scheduled Commercial Banks 240 per copy (including postal charges) (inclusive of registered air mail)
1981-2003 (on CD-ROM) US$ 55 per copy
(inclusive of courier charges)
17. Basic Statistical Returns of Scheduled %270 per copy (over the counter) US$ 10 per copy
Commercial Banks in India Vol. 41 %310 per copy (inclusive of postal charges) (inclusive of courier charges)
March 2012
18. Private Corporate Business Sector in %500 per CD (over the counter) US$ 100 per CD ROM
India - Selected Financial Statistics from (inclusive of registered air mail charges)
1950-51 to 1997-98
19. Banking Glossary (2012) T80 (normal)
(postage extra)
Notes
1. Many of the above publications are available at the RBI website (www.rbi.org.in).
2. Time Series data are available at the Database on Indian Economy (http://dbie.rbi.org.in).
3. The Reserve Bank of India History 1935-1997 (4 Volumes), Challenges to Central Banking in the Context of Financial Crisis and the Regional
Economy of India: Growth and Finance are available at leading book stores in India.
General Instructions
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1. Publications once sold will not be taken back.
2. Publications will not be supplied on a consignment VPP basis.
3. Wherever concessional price is not indicated, a discount of 25 per cent is available for students, teachers/lecturers, academic/education institutions,

public libraries and book sellers in India provided the proof of eligibility is submitted from the concerned institution. Back issues of the publication
are generally not available.

4. The publications are available for sale between 10.30 am to 3.00 pm (Monday to Friday), at the Sales and Distribution Division, Department of
Corporate Services, Reserve Bank of India, Amar Building, Ground Floor, Sir P. M. Road, Fort, P. B. N0.1036, Mumbai - 400 001. The contact number
of Sales Section is 022-2260 3000 Extn.: 4002, Email: spsdcs@rbi.org.in.

5. Subscription should be sent by demand draft/cheque payable at Mumbai in favour of Reserve Bank of India, Mumbai to the Chief General Manager,
Department of Corporate Services, Reserve Bank of India, 2nd floor, Main Building, Mumbai - 400 001.

6. Every endeavour will be made to despatch publications expeditiously. In case of rush of orders, dispatch will be executed on a first-come first-served
basis. It may take a minimum of a month's time to complete formalities and then to dispatch the available publications. Complaints regarding
‘non-receipt of publication’ may be sent within a period of 2 months.
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