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The Governor, in his speech, highlighted that 

though pandemics are rare events and seldom 

replicate past episodes, studying their impact and 

policy responses provides valuable insights. 

Through this speech, the Governor emphasized 

that policy focus on boosting private consumption 

expenditure and investment was the key in reviving 

the economy on a durable basis.

In terms of fiscal and monetary policy responses, 

during the COVID-19 pandemic, governments and 

central banks across the globe unleashed 

conventional and unconventional policy support 

to fight its devastating adverse impact. Globally, 

governments unveiled large fiscal stimulus 

packages amounting to nearly $14 trillion (13.5 

percent of world GDP) to contain the spread of the 

pandemic which consequently led to deficits and 

debt levels soaring. In India, the central 

government announced a series of economic 

packages, initially focussing on protecting 

vulnerable sections of the society followed by 

counter-cyclical measures to provide an impetus to 

consumption and investment for resurrecting 

growth. Globally central banks proactively 

designed and implemented various conventional 

and unconventional monetary policy measures. 

Most central banks lowered policy rates, widened 

the range of eligible counterparties, and eased 

collateral norms while increasing the scale and 

tenor of repo operations. They also expanded their 

asset purchase programs (APPs) to contain 

pandemic-induced elevated uncertainty and 

facilitate lower long-term interest rates. These 

measures were complemented by implicit and 

explicit forward guidance by communicating the 

'stance' of monetary policy, going ahead.

In India, RBI undertook several conventional and 

unconventional measures in the wake of COVID-

19. Other than conventional measures, RBI 

introduced long-term repo operations (LTROs) 

and targeted long-term repo operations (TLTROs) 

to augment system as well as sector-specific 

liquidity to meet sectoral credit needs and alleviate 

stress. Special refinance facilities were provided to 

select all India financial institutions (AIFIs), while 

a special liquidity facility for mutual funds (SLF-

MF) was introduced to ease redemption pressures. 

These purchases were confined to risk-free 

sovereign bonds only (including state government 

securities). The focus was to foster congenial 

financing conditions without jeopardizing 

financial stability. Further, forward guidance 

gained prominence in RBI's communication 

strategy to realize cooperative outcomes. The 

commitment to ensuring ample liquidity 

conditions supportive of recovery dispelled 

illiquidity fears and bolstered market sentiments. 

The Governor stated that RBI will continue to 

support the recovery process through the provision 

of ample liquidity in the system while maintaining 

financial stability.

In terms of impact on trade and balance of 

payments, the Governor mentioned that as noted 

by UNCTAD (2021), India's inward foreign direct 

investment (FDI) bucked the global trend and grew 

positively in 2020, boosted by investments in the 

digital sector. In 2020-21 (April-December), net 

FDI to India at US$40.50 billion was higher than 
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US$31.10 billion a year ago. India's optimistic 

growth outlook and ample global liquidity also 

induced net foreign portfolio investment of US$35 

billion in the domestic equity market in 2020-21 

(up to February 19). As of February 19, 2021, 

foreign exchange reserves were US$583.90 billion, 

an accretion of US$106.10 billion since end-March 

2020. It is expected that the external sector outlook 

would continue to be reshaped by headwinds and 

tailwinds associated with both domestic and global 

recovery.

While discussing the emerging post-Covid 

opportunities in India in manufacturing and 

infrastructure, the Governor underscored that the 

manufacturing sector was spearheading the growth 

recovery as many contact intensive services sub-

sectors were severely affected by the crisis. The 

initiatives by the Government under the 

AatmaNirbhar Bharat Abhiyaan and Union 

Budget 2021-22 towards developing a vibrant 

manufacturing sector and infrastructure 

acknowledged the strong linkages they had with the 

rest of the sectors. The Production Linked 

Incentive (PLI) Scheme aimed to make India an 

integral part of the global value chain. These 

reforms in labour market, are expected to go a long 

way in propelling growth to an elevated trajectory 

for the manufacturing sector and reap its 

employment potential. 

In terms of technology and innovation, the 

Governor highlighted that digital penetration in 

India had scaled a new high and it is important to 

leverage its applications. With approximately 1.2 

billion wireless subscribers and 750 million 

internet subscribers, India is the second-largest and 

one of the fastest-growing markets for digital 

consumers. The health sector has undoubtedly 

emerged as a major fault line as well as the sector 

with tremendous growth opportunities. With a 

network of more than 3000 companies, India now 

ranks third globally for pharmaceutical 

production by volume, with the sector generating a 

trade surplus of over US $12 billion annually. India 

now supplies more than half of the global demand 

for vaccines. 

The Governor concluded the speech by 

emphasizing Free Trade Agreements (FTAs) as an 

area that needs focus for providing a durable push 

to India's exports. The Governor mentioned that 

the potential FTAs need to take cognizance of not 

only domestic strengths and global opportunities 

but also the emerging geopolitical landscape in the 

post-pandemic period. Key considerations should 

be to identify countries and regions that not only 

have the potential as a market for domestic goods 

and services but also have the scope to enhance 

domestic competitiveness, especially in sectors 

covered under the PLI scheme. The post-Brexit 

scenario offers a greater scope for collaboration in 

the areas of scientific research and climate change. 

The Governor cautioned that in contrast to the rest 

of the world, the caseload of COVID-19 in India 

had declined and it is crucial to consolidate this 

decline and capitalize on the success. It is 

important to stay vigilant and steadfast.

Source: www.rbi.org.in


