
Speaking on the current economic scenario, the 

Governor pointed out that economic activities 

were expected to improve further and based on the 

detailed assessment on that basis, RBI's projection 

of 9.5 percent growth was realistic. He also 

emphasized that the RBI is mindful of the entire 

yield curve and is not just focused on the 10-year 

bond. However, as the 10-year bond has a larger 

impact on other rates, RBI's intervention in it was 

greater than in other papers. He added that India's 

monetary policy will be driven by domestic 

considerations and any volatility in the currency 

will be addressed with the vast foreign exchange 

reserve of $609 billion. Noting the improved 

resilience of Indian banks, he said that there is also 

a necessity to continuously monitor and augment 

the capital adequacy of banks, given the overall 

uncertain outlook on the Covid front.

Some of the key developments brought out in the 

interview included the fact that in rural areas there 

was good agricultural production last year which 

should support rural demand and also incomes. 

RBI's resolution framework 2.0 was specifically 

targeted at micro, small and medium enterprises 

(MSMEs) and small businesses. In terms of sticky 

and negative real interest rates, the headline 

inflation, and inflationary expectations were well 

anchored at 4 percent before the onset of the 

pandemic. The flexible inflation targeting 

framework allowed RBI to target within a range of 

2-6 percent. The Monetary Policy Committee, 

therefore, focused on keeping headline inflation 

within this range. It was noted that the current 

inflation spike was transitory, driven largely by 

supply-side factors and going forward and it is 

expected to moderate in the third quarter. The 

inflection in inflation was also largely impacted by 

supply-side issues. The government had taken 

certain supply-side measures in recent weeks but 

more supply-side measures are necessary including 

measures on taxes from both Central and state 

governments.

It was highlighted that the RBI as the debt manager 

of the government is committed to ensuring non-

disruptive implementation of the borrowing 

program at the lowest possible cost and that it will 

continue to deploy various instruments at its 

command. Over the last one year, the debt 

management function of the RBI had facilitated 

better monetary policy transmission. The various 

conventional, unconventional, and new kinds of 

measures that RBI has undertaken, such as G-SAP 

and TLTRO together with appropriate 

communication ensured the lowest borrowing cost 

for the government in the last 16 years in 2020-21. 

Corporates and businesses were able to raise 

cheaper funds by way of corporate bonds. The debt 

management exercise of RBI throughout the 

pandemic ensured better interest rates for the entire 

economy.

The Governor stated that the emerging market 

economies (EMEs), in the scenario of capital flows 

being volatile, have had to build their buffers and 

safety nets. He emphasized that a strong foreign 

exchange reserve was the best safety net against 

global spillovers. It rendered a considerable 

amount of stability to the exchange rate while 

eliminating doubts in the market about the 

Shri Shaktikanta Das, Governor, Reserve Bank of India

Interview with Business Standard on July 8, 2021
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country's capacity to deal with a situation of 

outflows. 

The interview draws attention to the fact that the 

monetary policy action of the US Fed will impact 

all economies across the globe, particularly EMEs, 

like India. But the principal focus of India's 

monetary policy wil l be the domestic 

macroeconomic situation and the domestic growth 

inflation dynamics. RBI endeavors to address 

market segmentation between offshore and 

onshore markets. To make this possible access has 

been given to non-residents to the onshore market 

and Indian banks have been enabled to participate 

in the offshore market 24 hours and five days a 

week. The segmentation between onshore and 

offshore markets is thus steadily getting eliminated 

thereby improving pricing and efficiency. At the 

same time, RBI has undertaken other measures like 

targeted liquidity for smaller NBFCs and mutual 

funds. The RBI's whatever-it-takes approach and 

measures such as bond purchase programs, reduced 

interest rates, and the adopted accommodative 

stance has helped insulate the economy and the 

financial markets from a possible crisis and 

ensured financial stability. The status of India's 

inclusion in the global bond indices and the central 

bank's digital currency and technology/ 

cybersecurity aspects remain a work in progress.

Source: 

https://www.rbi.org.in/Scripts/BS_SpeechesView.

aspx?Id=1109



In this interview, Governor Shaktikanta Das 

expounded on the current priorities of the central 

bank, which is also the government's debt manager. 

He emphasized that Reserve Bank of India (RBI) 

adopted an 'accommodative' monetary policy 

stance in June 2019 and has since maintained it, 

given the grave challenge to economic growth due 

to the pandemic. 

Retail inflation print stayed above the upper band 

of RBI's 2-6% target for the second straight month 

in June. The Governor highlighted that the current 

inflation was largely influenced by supply-side 

factors. High international commodity prices, 

rising shipping charges, and elevated pump prices 

of diesel and petrol, partly due to high taxes were 

putting pressure on input prices. The MPC had 

assessed that inflation will moderate in Q3FY22. 

Hence, the need to avoid any hasty action was 

stressed upon as any hurried action could 

completely undo the economic recovery, which is 

nascent and create avoidable disruptions in the 

financial markets. At 9.50% real GDP growth 

projected by RBI for FY22, the size of the economy 

would just about be exceeding the pre-pandemic 

2019-20 level. Given that growth is still fragile, it 

was considered essential to be very watchful and 

cautious before doing anything on the monetary 

policy front. He also added that more measures 

from both the Centre and states were expected to 

soften the pace of inflation.

RBI's debt management operations throughout the 

past year ensured better transmission of monetary 

policy decisions. The interest rates on government 

borrowings in FY21 were the lowest in 16 years, and 

private-sector borrowing costs also reduced 

substantially. The all-time low-interest rates on 

housing loans had a big role in the real estate and 

construction sectors being out of the woods. 

Measures by RBI resulted in lower borrowing costs 

and financial stability across the entire gamut of 

stakeholders including banks, NBFCs, and MFIs, 

and, therefore, been very supportive to economic 

growth. The M3, the growth of money was in the 

range o f  9 -10%, imply ing tha t  RBI ' s  

accommodative stance was not creating high 

inflation.

The importance of the high efficiency with which 

RBI was meeting the borrowing requirement of the 

government was emphasized upon. The Centre and 

states, among themselves, had borrowed about ?21-

22 lakh crore, a record-high amount in FY21, but at 

historical-low interest rates. The Governor stated 

that RBI was committed to ensuring that the 

borrowings are non-disruptive and at low-interest 

rates. In terms of the healthcare sector, banks are 

allowed to park their surplus liquidity up to the 

equivalent of the size of their Covid loan books 

with the RBI at a higher rate. The RBI was also 

according priority-sector status to certain loans for 

the healthcare sector.

The Governor pointed out that last year, about 

`70,000 crore had to be transferred to the 

contingency reserve fund because it was falling 

short of the 5.50% level recommended by the Jalan 

committee. This was because RBI's balance sheet 

size grew substantially due to liquidity operations 

undertaken in March-May 2020. This year, the 

expansion of the balance sheet was not as high as 

Interview with Financial Express on Friday, July 16, 2021

- Shri Shaktikanta Das, Governor, Reserve Bank of India 
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last year and the transfer was much less at about 

`25,000 crores. RBI's intervention in the market to 

buy and sell foreign currencies and the earnings 

from the same was its realized gains. A large part of 

the surplus transfer constituted the exchange gains 

from foreign exchange transactions. Hence the 

gains made out of this were not unrealized 

(notional) gains. The interview concluded with a 

reference to the key recommendations of the Bimal 

Jalan committee which was that unrealized gains 

will not be transferred as a part of a surplus and that 

the RBI was strictly following that. 

Source: 

https://www.rbi.org.in/Scripts/BS_SpeechesView.

aspx?Id=1112



(Keynote address delivered by Shri T Rabi Sankar, 

Deputy Governor, Reserve Bank of India - 

Thursday, July 22, 2021 - at the webinar organised 

by the Vidhi Centre for Legal Policy, New Delhi) 

In this speech, Deputy Governor Shri T Rabi 

Sankar outlined various aspects about the usage 

and acceptability of Central Bank Digital 

Currencies (CBDCs). Going by anecdotal evidence, 

the use of physical cash in transactions has been on 

the decline in recent years, a trend further 

reinforced by the ongoing Covid19 pandemic. This 

development resulted in many central banks and 

governments stepping up efforts towards exploring 

a digital version of fiat currency. Another driver 

was to provide the public with virtual currencies 

that carry the legitimate benefits of private virtual 

currencies while avoiding their damaging social 

and economic consequences.

A CBDC is a legal tender issued by a central bank in 

a digital form. It is the same as a fiat currency and is 

exchangeable one-to-one with the fiat currency, 

with the difference only in form. CBDC is a 

sovereign currency in an electronic form and it 

would appear as a liability (currency in circulation) 

on a central bank's balance sheet. The underlying 

technology, form, and use of a CBDC can be 

molded for specific requirements. CBDCs should 

be exchangeable at par with cash.

The interest in CBDCs is near-universal now, 

though very few countries have reached even the 

pilot stage of launching their CBDCs. A 2021 BIS 

survey of central banks found that 86% were 

actively researching the potential for CBDCs, 60% 

were experimenting with the technology and 14% 

were deploying pilot projects. India is leading the 

world in terms of digital payments innovations. Its 

payment systems are available 24X7, available to 

both retail and wholesale customers, they are 

largely real-time, and digital payments have grown 

at an impressive CAGR of 55% over the last five 

years. There is thus a unique scenario of the 

increasing proliferation of digital payments in the 

country coupled with a sustained interest in cash 

usage, especially for small value transactions. To 

the extent the preference for cash represents a 

discomfort for digital modes of payment; CBDC is 

unlikely to replace such cash usage. India's high 

currency to GDP ratio holds out another benefit of 

CBDCs. The advent of private virtual currencies 

(VCs) may well be another reason why CBDCs 

might become necessary. Developing its own 

CBDC could provide the Indian public with uses 

that any private VC can provide and to that extent 

might retain a public preference for the Rupee. It 

could also protect the public from the abnormal 

level of volatility of VCs. 

In terms of the banking system, depending on the 

extent of its use, CBDC can cause a reduction in the 

transaction demand for bank deposits. It is 

important to design and implement CBDC in a 

way that makes the demand for CBDC, vis-à-vis 

bank deposits, manageable. Availability of CBDC 

makes it easy for depositors to withdraw balances if 

there is stress on any bank. Flight of deposits can be 

much faster compared to cash withdrawal. On the 

other hand, just the availability of CBDCs might 

reduce panic 'runs' since depositors know that they 

can withdraw quickly. 

With regard to monetary policy, CBDCs may bring 

about a change in the behavior of the holding 

Central Bank Digital Currency - Is This the Future of Money
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public. However, the monetary transmission of 

negative policy rates to boost demand would be 

more effective if the currency itself can carry a 

negative interest rate. The technology risk entailed 

includes the fact that ecosystems may be at similar 

risk for cyber-attacks as the current payment 

systems are exposed to.

The High-Level Inter-Ministerial Committee 

(November 2017) constituted by the Ministry of 

Finance, Government of India (GoI) to examine 

the policy and legal framework for the regulation 

of virtual/crypto currencies had recommended the 

introduction of CBDCs as a digital form of fiat 

money in India. RBI has also been exploring the 

pros and cons of the introduction of CBDCs for 

quite some time. RBI is currently working towards 

a phased implementation strategy and examining 

use cases that could be implemented with little or 

no disruption. Some key issues under examination 

are the scope of CBDCs, the underlying 

technology , the val idat ion mechanism, 

distribution architecture, and degree of 

anonymity.

Thus, the introduction of CBDC has the potential 

to provide significant benefits, such as reduced 

dependency on cash, higher seigniorage due to 

lower transaction costs and reduced settlement 

risk. It would possibly lead to a more robust, 

regulated, and legal tender-based payments option. 

There are associated risks, which need to be 

carefully evaluated against the potential benefits. It 

would be RBI's endeavor, to take the necessary steps 

which would reiterate the leadership position of 

India in payment systems. CBDCs are likely to be 

in the arsenal of every central bank going forward. 

Setting this up will require careful calibration and a 

nuanced approach in implementation. 

Source: 

https://www.rbi.org.in/Scripts/BS_SpeechesView.

aspx?Id=1111


