
In this address, Shri Shaktikanta Das highlighted

that India's economic recovery has been facilitated

by improved vaccination and reduced infections

thereby boosting consumer confidence. With an

additional boost coming from the festival's fervor

and pent-up demand, numerous high-frequency

indicators suggested that economic recovery is

taking hold. The Governor stated that India has the

potential to grow at a reasonably high pace in the

post-pandemic scenario with several factors are

stacked in its favour. First, India as an emerging

market had significant potential to catch up with the

rest of the world supported by favourable

demographics, improving skill base, and strong

domestic demand. Second, the Government was

providing necessary support through capital

expenditure and reforms in various sectors like

infrastructure, manufacturing, and telecom. Third,

the pandemic had opened new opportunities for

growth in digital and green technology and also on

account of resetting of global supply chains that

could be advantageous to India. Fourth, exports

have been a bright spot during the recent months

and are likely to benefit further from global

economic recovery.

The speech indicated that firstly, private

consumption was the backbone of growth,

contributing the largest share of aggregate demand.

The Governor h igh l ighted that pr iva te

consumption was critical for the inclusive, durable,

and balanced growth of our country. It was seen that

private consumption demand triggered by the

festive season was making a strong comeback. This

would encourage firms to expand capacity and

boost employment and investment amidst

congenial financial conditions.

Secondly, it is pointed out that reinvigorating private

investment is crucial to realizing India's growth

potential. Various policy measures such as the cut in

corporate taxes, taxation reforms, the introduction

of Performance Linked Incentive Scheme for 13

major sectors, enhanced focus on infrastructure

development and asset monetization by the

government, initiatives by the government under

the Atma Nirbhar program, and proactive liquidity

measures by RBI have been taken to support

investment. The investment outlook has been

bolstered by the entry of next-generation firms or

Startups. India has emerged as one of the top

performers in the Start-up landscape, which is a

reflection of the immense potential for innovation

and dynamic entrepreneurship.

Thirdly, the COVID-19 pandemic had reinforced

the need to spend on physical and social

infrastructure including education, health,

innovation, and digitization which are not only

welfare-enhancing but also growth-inducing. Good

quality public expenditure is seen to be helpful in

crowding-in private investment and alleviating

critical supply constraints. This can also ease

inflationary pressures. The formal weaving of

quality targets into fiscal consolidation paths of the

central and state governments is expected to make

the fiscal policy more efficient, effective, and

humane. Such an approach can infuse pro-cyclicality

bias by assuring a steady provision of quality public

goods. The Governor also noted that fiscally strong

states could indeed lead the expenditure drive in

critical areas of public infrastructure.

Contours of Economic Recovery

(Inaugural Address by Shri Shaktikanta Das, Governor, Reserve Bank of India - Delivered at the

8th SBI Banking & Economics Conclave November 16, 2021, Mumbai)
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It was noted that India was set to achieve the

milestone of US$400 billion annual exports driven

by robust external demand for Indian products like

engineering goods, petroleum products, drugs and

pharmaceuticals, chemicals, and agriculture

products. As per the early trends, the GNPA and

Capital Adequacy ratios of SCBs had further

improved in September 2021 from their levels in

June 2021. It was observed that banks were prudent

in raising capital. The profitability metrics of several

banks were also at the highest levels in several years.

The improved parameters partly reflected

regulatory relief provided to banks during COVID-

19 as well as fiscal guarantees and financial support

given by the Government. The Governor noted that

going forward there are risks and challenges which

require serious introspection and action on the part

of the banking system.

The speech highlighted that the COVID-19 episode

provided a real-life experience to take a fresh look at

certain aspects of existing prudential and regulatory

norms for financial entities regulated by RBI. The

banking sector is facing questions of capital and

provisioning buffers of banks, their adequacy, and

resultant usability during a crisis. The Governor

urged the banks to focus and further improve their

capital management processes with a forward-

looking, scientific and prudent approach. The key

point was to envisage the capacity for loss

absorption as an ongoing responsibility of the

lending institutions. It is expected that banks will

exhibit prudent risk-taking behavior and use their

capital efficiently.

The speech concluded on the note that the ongoing

digitalization of finance has led to positive

disruptions on many fronts. RBI has been actively

fostering innovation in this space by envisaging

mechanisms like a regulatory sandbox for fintech,

co-lending models, and account aggregators. It is

expected that lending institutions will leverage upon

these mechanisms to enhance the overall customer

experience, product customization, adoption of

alternative credit appraisal methodologies,

monitoring measures, among others. India's rightful

place in the global economy will be built on a sound,

stable and resilient financial system. Banks and

NBFCs, being the powerful engines of our

economy, must undergo continual metamorphosis

to accelerate this transformational journey.

Source:

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

.aspx?Id=1141

C
C

IL
M

o
n

th
ly

 N
e

w
sl

e
tt

e
r

34

SPEECH

N
o

v
e

m
b

e
r 

2
0

2
1




