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Ecowrap 

The RBI  AŶŶual Repoƌt ƌeaiƌŵs ouƌ ĐoŶǀiĐioŶ that the ĐuƌƌeŶt sloǁdoǁŶ iŶ gƌoǁth ǁill ďe loŶg aŶd pƌotƌaĐted. Foƌ the ƌeĐoƌd, Net Household FiŶaŶĐial SaǀiŶgs of 
the Household juŵped ďǇ Rs ϯ.ϰ lakh Đƌoƌes iŶ FYϮϬ, laƌgelǇ ƌeleĐiŶg a sigŶiiĐaŶt ŵeltdoǁŶ iŶ household iŶaŶĐial liaďiliies iŶ FYϮϬ ďǇ ϮϮ% that had iŶĐƌeased ďǇ 
ϯ9% foƌ the ϲ Ǉeaƌ peƌiod eŶded ϮϬϭ9. While the deĐliŶe iŶ Ŷet iŶaŶĐial liaďilitǇ is a ǁelĐoŵe depaƌtuƌe, oŶ hiŶdsight it poƌtƌaǇs uŶǁelĐoŵe tƌeŶds iŶ household 
saǀiŶg ďehaǀioƌ. Foƌ oŶe thiŶg iŶ ĐoŵŵoŶ, households ǁeƌe aďle to iŶĐƌease theiƌ liaďiliies / leǀeƌage sigŶiiĐaŶtlǇ oǀeƌ the ϲ Ǉeaƌ peƌiod eŶded FYϭ9 ďǇ as ŵuĐh as 
ϭ.9 iŵes, ǁith disposaďle iŶĐoŵe juŵpiŶg ďǇ Ϯ.ϯ iŵes. Hoǁeǀeƌ, iŶ FYϮϬ, disposaďle iŶĐoŵe has eǆpaŶded ďǇ oŶlǇ Ϭ.ϴ iŵes, aŶd liaďiliies haǀe thus gƌoǁŶ ďǇ 
oŶlǇ ϭ.ϭ iŵes. Fuƌtheƌŵoƌe, Households iŶ FYϮϬ haǀe dƌaǁŶ doǁŶ theiƌ eǆposuƌe to GoǀeƌŶŵeŶt ďǇ a shaƌp Rs Ϯ lakh Đƌoƌe aŶd iŶstead iŶĐƌeased theiƌ eǆposuƌe 
to IŶsuƌaŶĐe aŶd ReiƌeŵeŶt Coƌpus, peƌhaps as a pƌeĐauioŶaƌǇ ŵoiǀe aŶd also as a pƌoof that Households aƌe Ŷoǁ iŶĐƌeasiŶglǇ tƌǇiŶg to ͞Keep up with Joneses͟ 
ǁith iŶĐoŵe sloǁdoǁŶ. We ďelieǀe Household Leǀeƌage ŵaǇ haǀe fuƌtheƌ sloǁed doǁŶ iŶ FYϮϭ ǁith peƌhaps eǀeŶ a Ŷegaiǀe gƌoǁth iŶ disposaďle iŶĐoŵe. This 
ŵaǇ sill Ŷot ƌesult iŶ a deĐliŶe iŶ Net Household FiŶaŶĐial SaǀiŶgs iŶ FYϮϭ as people haǀe aĐĐuŵulated ĐuƌƌeŶĐǇ, deposits aŶd eǀeŶ shaƌes iŶ laƌge Ŷuŵďeƌs. But the 
ďotoŵ liŶe is griŵ: ĐoŶsuŵer deŵaŶd ǁill ďe a ŶoŶ starter eǀeŶ iŶ FYϮϭ aŶd ĐoŶiŶue to ďe paŶdeŵiĐ proof through iŶĐreased preĐauioŶary saǀiŶgs as  
paŶdeŵiĐ ĐoŶiŶues to raǀage through the eĐoŶoŵy.  
Elseǁheƌe, soŵe deǀelopŵeŶts suggest that the shƌiŶkage of ǁoƌld tƌade ŵaǇ ďe ďotoŵiŶg out iŶ the thiƌd Ƌuaƌteƌ of ϮϬϮϬ, that IŶdia should take adǀaŶtage of. 
The pƌoďleŵ is, IŶdia is sill iŶ the ŵidst of a sigŶiiĐaŶt paŶdeŵiĐ disƌupioŶ that iŶdiĐates QϮGDP foƌ IŶdia Đould also ďe a ǁashout.  
MeaŶǁhile, ƌegaƌdiŶg the RBI ďalaŶĐe sheet, it ĐleaƌlǇ ĐhaŶged ateƌ ϮϬ-MaƌĐh ǁith ƌupee seĐuƌiies holdiŶg ǁitŶessiŶg aŶ iŶĐƌease ǁhile the gƌoǁth iŶ foƌeigŶ 
ĐuƌƌeŶĐǇ assets ŵodeƌaiŶg. The pƌe aŶd post-COVID peƌiod does Ŷot shoǁ aŶǇ ŵajoƌ difeƌeŶĐe iŶ gƌoǁth of Ŷotes issued. 
OŶe ŵoƌe iŶteƌesiŶg paƌt of iŶfoƌŵaioŶ fƌoŵ the RBI AR is the ĐuƌƌeŶĐǇ ĐoŵposiioŶ of RBI. IŶteƌesiŶglǇ, the Ŷuŵďeƌ of ďaŶkŶotes iŶ ĐiƌĐulaioŶ has gƌoǁŶ ďǇ 7% 
to ϭϭϲ ďillioŶ pieĐes as oŶ Maƌ’ϮϬ. ϮϬϬϬ deŶoŵiŶaioŶ Ŷote ǁhiĐh ǁas lauŶĐhed ateƌ deŵoŶeisaioŶ, has Ŷot ďeeŶ pƌiŶted ǁith its Ŷuŵďeƌ goiŶg doǁŶ to Ϯ.7 
ďillioŶ pieĐes as oŶ Maƌ’ϮϬ, fƌoŵ ϯ.ϯ ďillioŶ pieĐes iŶ Maƌ’ϭ9. The shaƌe of ϮϬϬϬ deŶoŵiŶaioŶ Ŷotes has Đoŵe to ϮϮ.ϲ%. This ǁas ϱϬ% iŶ ϮϬϭ7, as the ŵajoƌ foĐus 
ǁas oŶ ƌeŵoŶeisiŶg the eĐoŶoŵǇ. The % ĐoŵposiioŶ of ďaŶk Ŷotes iŶ ǀalue teƌŵs shoǁs that ϱϬϬ deŶoŵiŶaioŶ Ŷotes haǀe ϲϬ.ϴ% shaƌe iŶ the total ǀalue of ďaŶk 
Ŷotes iŶ ĐiƌĐulaioŶ, ǁhiĐh is Ϯϰ,ϮϭϬ ďillioŶ ;Ǉ-o-Ǉ iŶĐƌease: ϭϱ%). With pƌiŶiŶg of ϱϬϬ deŶoŵiŶaioŶ Ŷotes takiŶg pƌeĐedeŶĐe, due to ease of use, the ǀalue of ϮϬϬϬ 
deŶoŵiŶaioŶ Ŷotes has deĐliŶed ďǇ Rs ϭϭ lakh Đƌoƌe iŶ the eĐoŶoŵǇ, fƌoŵ Maƌ’ϭ7 to Maƌ’ϮϬ. The ĐoŵďiŶed shaƌe of ϱϬϬ aŶd Ϯ,ϬϬϬ ďaŶkŶotes ǁas, thus ϴϯ.ϰ% iŶ 
the total ďaŶkŶotes iŶ ĐiƌĐulaioŶ.  
As aŶ aŶeĐdote, aĐĐoƌdiŶg to RBI, the iŵpaĐt due to faĐtoƌ iŶĐoŵe loss ;Đapital aŶd laďouƌ) of ϲϴ daǇs of loĐkdoǁŶ oŶ the ŵaŶufaĐtuƌiŶg aŶd ŵiŶiŶg seĐtoƌs Đould 
ďe as high as Rs Ϯ.7 lakh Đƌoƌe ;oŶ ĐoŶstaŶt pƌiĐes). IŶteƌesiŶglǇ, as peƌ ouƌ puďlished esiŵates ;EĐoǁƌap dated ϭ7 Aug’ϮϬ), the ŶoŵiŶal GVA loss foƌ  
ŵaŶufaĐtuƌiŶg aŶd ŵiŶiŶg seĐtoƌs ;iŶ Qϭ) is aƌouŶd Rs ϯ.ϭ lakh Đƌoƌe ;at ĐuƌƌeŶt pƌiĐes). 
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HOUSEHOLD FINANCIAL LIABILITIES NOSEDIVED IN FY20: 

REFLECTING SIGNIFICANT SLOWDOWN IN DISPOSABLE  

INCOME, LIKELY TO GAIN FASTER PACE IN FY21? 

͚Be the BaŶk of ChoiĐe for a TraŶsforŵiŶg IŶdia͛ 

RBI todaǇ ƌeleased its AŶŶual Repoƌt ;AR) foƌ the Ǉeaƌ JulǇ ϭ, ϮϬϭ9 to JuŶe ϯϬ, 
ϮϬϮϬ.  
A DECLINE IN HOUSEHOLD FINANCIAL LIABILITIES IN CURRENT TIMES  
 Despite a shaƌpeƌ deĐliŶe iŶ household iŶaŶĐial assets iŶ Qϰ FYϮϬ, the  

pƌeliŵiŶaƌǇ esiŵates suggests that household iŶaŶĐial saǀiŶg has iŵpƌoǀed 
to 7.ϲ% of GNDI iŶ FYϮϬ, ateƌ touĐhiŶg a loǁ of ϲ.ϰ% iŶ FYϭ9. IŶ ǀalue teƌŵs, 
the Ŷet iŶaŶĐial saǀiŶgs iŶĐƌeased ďǇ Rs ϯ.ϰ lakh Đƌoƌe iŶ FYϮϬ Đoŵpaƌed to 
FYϭ9 oǁiŶg to Rs ϭ.ϯ lakh Đƌoƌe iŶĐƌease iŶ IŶsuƌaŶĐe, pƌoǀideŶt aŶd peŶsioŶ 
fuŶds aŶd a deĐliŶe of Rs ϭ.7 lakh Đƌoƌe iŶ iŶaŶĐial liaďiliies ;pƌiŵaƌilǇ, loaŶs 
aŶd adǀaŶĐes ďǇ ďaŶks aŶd NBFCs). Foƌ the ϲ Ǉeaƌ eŶded FYϭ9, ǁhile  
disposaďle had juŵped Ϯ.ϭ iŵes, household leǀeƌage has juŵped ďǇ ϭ.7 
iŵes. Hoǁeǀeƌ iŶ FYϮϬ, iŶaŶĐial liaďiliies iŶĐƌeased ďǇ oŶlǇ Ϭ.ϴ iŵes ǁhile 
disposaďle iŶĐoŵe iŶĐƌeased ďǇ ϭ.ϭ iŵes iŶdiĐaiŶg ĐoŶsuŵeƌ deleǀeƌagiŶg.  

 We foƌesee aŶ iŶteƌesiŶg tƌeŶd foƌ iŶaŶĐial saǀiŶgs iŶ IŶdia iŶ FYϮϭ. We  
ďelieǀe Household Leǀeƌage ŵaǇ haǀe fuƌtheƌ sloǁdoǁŶ iŶ FYϮϭ ǁith peƌhaps 
a Ŷegaiǀe gƌoǁth iŶ disposaďle iŶĐoŵe. This ŵaǇ sill Ŷot ƌesult iŶ a deĐliŶe iŶ 
Net Household FiŶaŶĐial SaǀiŶgs iŶ FYϮϭ as people haǀe aĐĐuŵulated ĐuƌƌeŶ-
ĐǇ, deposits aŶd eǀeŶ shaƌes iŶ laƌge Ŷuŵďeƌs. But the ďotoŵ-liŶe is griŵ: 
ĐoŶsuŵer deŵaŶd ǁill ďe a ŶoŶ starter eǀeŶ iŶ FYϮϭ aŶd ĐoŶiŶue to ďe 
paŶdeŵiĐ proof through iŶĐreased preĐauioŶary saǀiŶgs as paŶdeŵiĐ ĐoŶ-
iŶues to raǀage through the eĐoŶoŵy.  

 We ďelieǀe that GoǀeƌŶŵeŶt should use this oppoƌtuŶitǇ to sill iŶĐeŶiǀize 
households to saǀe ŵoƌe saǇ ďǇ iŶĐƌease SeĐioŶ ϴϬC/ PPF liŵit. We esiŵate 
that aŶ iŶĐƌease iŶ PPF liŵit ďǇ eǀeŶ Rs ϱϬ,ϬϬϬ foƌ iŶdiǀidual households ǁill 
lead to addiioŶal saǀiŶgs of ŵoƌe thaŶ Rs ϭ lakh Đƌoƌe Đoŵpaƌed to the  
ƌeǀeŶue foƌegoŶe of Rs ϭϬ,ϬϬϬ Đƌoƌe. EǀeŶ ǁe add up the eǆtƌa iŶteƌest ďuƌ-
deŶ of aƌouŶd Rs ϴ,ϱϬϬ Đoƌe ;@ ϴ.ϱ% oŶ Rs ϭ lakh Đƌoƌe), the total ƌeǀeŶue 
foƌegoŶe is oŶlǇ Rs ϮϬ,ϬϬϬ Đƌoƌe Đoŵpaƌed to Rs ϭ lakh Đƌoƌe juŵp iŶ saǀiŶgs 
;iŶĐeŶiǀe saǀiŶg ŵuliplieƌ is at least ϱ iŵes ŵoƌe!)  

2015-16 2016-17 2017-18 2018-19 2019-20

A. Gross financial saving 15.0 16.1 20.6 20.0 21.7

Currency 2.0 -3.3 4.8 2.8 2.9

Deposits 6.4 9.8 5.3 7.8 7.4

Shares and Debentures 0.3 1.7 1.8 0.8 0.8

Claims on Government 0.7 1.2 1.6 2.0 0.0

Insurance Funds 2.6 3.5 3.4 2.6 3.5

Provident and Pension funds 2.9 3.3 3.7 4.0 4.3

B. Financial Liabilities 3.9 4.7 7.4 7.7 6.0

Net Financial Saving (A-B) 11.1 11.5 13.2 12.3 15.7

A. Gross financial saving 10.7 10.4 11.9 10.4 10.5

Currency 1.4 -2.1 2.8 1.5 1.4

Deposits 4.6 6.3 3.1 4.1 3.6

Shares and Debentures 0.2 1.1 1.0 0.4 0.4

Claims on Government 0.5 0.7 0.9 1.0 0.0

Insurance Funds 1.9 2.3 2.0 1.3 1.7

Provident and Pension funds 2.1 2.1 2.1 2.1 2.1

B. Financial Liabilities 2.7 3.0 4.3 4.0 2.9

Net Financial Saving (A-B) 7.9 7.3 7.6 6.4 7.6

of which:

Financial Saving of the Household Sector 

Source: RBI; SBI Research; FY20 Amount is SBI estimate

of which:

In Rs Lakh Crore

% of GNDI
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SBI  ECOWRAP 

GLOBAL ECONOMY 

 RBI AŶŶual ƌepoƌt assess that the gloďal eĐoŶoŵiĐ is ǁell ďeloǁ pƌe-

COVID leǀels. IŶ Qϭ:ϮϬϮϬ, GDP ĐoŶtƌaĐted iŶ the ƌaŶge of ϭ.Ϯ-ϭϯ.ϲ 
peƌ ĐeŶt aŵoŶg AEs; aŵoŶg EMEs, gƌoǁth ǀaƌied ďetǁeeŶ ϰ.ϱ peƌ 
ĐeŶt aŶd ;-) ϲ.ϴ peƌ ĐeŶt. IŶ its latest update ;JuŶe ϮϬϮϬ), the IMF has 
pƌojeĐted gloďal gƌoǁth at ;-) ϰ.9 peƌ ĐeŶt foƌ ϮϬϮϬ, ǁith a steeplǇ 
Ŷegaiǀe iŵpaĐt oŶ eĐoŶoŵiĐ aĐiǀitǇ iŶ Hϭ aŶd ŵoƌe gƌadual ƌeĐoǀ-
eƌǇ thaŶ eǆpeĐted eaƌlieƌ. IŶdia’s gƌoǁth is pƌojeĐted at ;-) ϰ.ϱ peƌ 
ĐeŶt foƌ ϮϬϮϬ-Ϯϭ. 

 Hoǁeǀeƌ, soŵe deǀelopŵeŶts suggest that the shƌiŶkage of ǁoƌld 
tƌade ŵaǇ ďe ďotoŵiŶg out iŶ the thiƌd Ƌuaƌteƌ of ϮϬϮϬ. Gloďal 
ĐoŵŵeƌĐial lights, ǁhiĐh ĐaƌƌǇ a suďstaŶial aŵouŶt of iŶteƌŶaioŶal 
aiƌ Đaƌgo, had sluŵped ďǇ ;-) 7ϰ.Ϭ peƌ ĐeŶt ďetǁeeŶ JaŶuaƌǇ aŶd 
Apƌil, ďut theǇ ƌose ϱϴ.Ϭ peƌ ĐeŶt thƌough ŵid-JuŶe. CoŶtaiŶeƌ poƌt 
thƌoughput also appeaƌs to haǀe staged a paƌial ƌeĐoǀeƌǇ iŶ JuŶe, 
aloŶg ǁith Ŷeǁ eǆpoƌt oƌdeƌs iŶ PMIs. 

 The AŶŶual ƌepoƌt ĐleaƌlǇ lags ƌisk fƌoŵ gloďal eĐoŶoŵiĐ disƌupioŶ 
oŶ doŵesiĐ eĐoŶoŵǇ. The RBI Ŷotes that the deĐeleƌaioŶ iŶ ŵaŶu-
faĐtuƌiŶg aĐiǀitǇ is aggƌaǀated ďǇ deĐliŶe iŶ tƌade due to tƌade dis-
ƌupioŶs ǁith the oŶset of COVID-ϭ9 aŶd deĐliŶiŶg deŵaŶd. AĐĐoƌd-
iŶglǇ, aŶ iŵpoƌt disƌupioŶ, Đeteƌis paƌiďus, ǁould lead to ŶoŶ-

aǀailaďilitǇ of ĐƌuĐial ĐoŵpoŶeŶts, ƌesuliŶg iŶ ĐoŶtƌaĐioŶ iŶ ŵaŶu-
faĐtuƌiŶg GVA ďǇ as ŵuĐh as Ϯ.ϱ peƌ ĐeŶt. 

 RBI has suggested that foƌeigŶ tƌade poliĐǇ should iŶĐƌeasiŶglǇ foĐus 
oŶ leǀeƌagiŶg eǆpoƌts ǀia fƌee/pƌefeƌeŶial tƌade aƌƌaŶgeŵeŶts. IŶ 
this ĐoŶteǆt, ĐoŵpleioŶ of the IŶdia-EU fƌee tƌade agƌeeŵeŶt aŶd a 
post-Bƌeǆit fƌee tƌade agƌeeŵeŶt/ pƌefeƌeŶial aƌƌaŶgeŵeŶt ǁith the 
UK ŵaǇ ĐoŶfeƌ eaƌlǇ ŵoǀeƌ adǀaŶtages. IŶdia also Ŷeeds to ie up 
speĐial tƌade aƌƌaŶgeŵeŶts ǁith ĐouŶtƌies supplǇiŶg ƌaƌe ŵateƌials 
that aƌe esseŶial to Ŷeǁ eǆpoƌt pƌoduĐts ǁhiĐh aƌe gaiŶiŶg asĐeŶd-
eŶĐǇ iŶ the ĐoŵpeiiǀeŶess laddeƌ. 

DOMESTIC OUTLOOK 

 The AŶŶual Repoƌt Ŷotes that ĐoŶsuŵpioŶ deŵaŶd sluŵped duƌiŶg 
ϮϬϭ9-ϮϬ. Gƌoss iǆed Đapital foƌŵaioŶ Đould Ŷot sustaiŶ its past ŵo-
ŵeŶtuŵ aŶd ĐoŶtƌaĐted. The Đoƌpoƌate taǆ ƌegiŵe ƌefoƌŵ of Sep-
teŵďeƌ ϮϬϭ9 has Ŷot Ǉet gaiŶed tƌaĐioŶ iŶ ďoosiŶg Đapital eǆpeŶdi-
tuƌe. 

 OŶ the supplǇ side, agƌiĐultuƌe aŶd allied aĐiǀiies aĐĐeleƌated ǁith 
ƌeĐoƌd food gƌaiŶs aŶd hoƌiĐultuƌe pƌoduĐioŶ suppoƌted ďǇ allied 
aĐiǀiies, ǁhiĐh ƌeŵaiŶed ƌoďust. IŶdustƌial seĐtoƌ aĐiǀitǇ pluŵŵet-
ed duƌiŶg ϮϬϭ9-ϮϬ, dƌiǀeŶ doǁŶ ŵostlǇ ďǇ the ŵaŶufaĐtuƌiŶg suď-

seĐtoƌ.  
 With seƌǀiĐes seĐtoƌ gƌoǁth also deĐeleƌaiŶg, the outlook foƌ the 

eĐoŶoŵǇ is Đlouded ďǇ uŶĐeƌtaiŶtǇ aŶd tesiŶg ĐhalleŶges, ŵaiŶlǇ 
the iŶteŶsitǇ, spƌead aŶd duƌaioŶ of COVID-ϭ9. 

 OŶ iŶlaioŶ the Repoƌt Ŷots that headliŶe iŶlaioŶ piĐked up stƌoŶg-
lǇ duƌiŶg the ĐlosiŶg ŵoŶths of ϮϬϭ9-ϮϬ aŶd the shoƌt-teƌŵ outlook 
foƌ food iŶlaioŶ has tuƌŶed uŶĐeƌtaiŶ. Gloďal Đƌude oil pƌiĐes haǀe 
staƌted iƌŵiŶg ŵodestlǇ iŶ ŵoƌe ƌeĐeŶt ǁeeks. DisƌupioŶs iŶ food 
aŶd ŵaŶufaĐtuƌed iteŵs’ supplǇ ĐhaiŶs Đould aŵplifǇ seĐtoƌal pƌiĐe 
pƌessuƌes, thus posiŶg aŶ upside ƌisk to headliŶe iŶlaioŶ. Height-
eŶed ǀolailitǇ iŶ iŶaŶĐial ŵaƌkets Đould also haǀe a ďeaƌiŶg oŶ iŶla-
ioŶ. 

IMPACT OF COVID-ϭϵ ON RBI BALANCE SHEET 

 COVID-ϭ9 iŵpaĐted the doŵesiĐ eĐoŶoŵǇ iŶ MaƌĐh ϮϬϮϬ. SiŶĐe RBI 
folloǁs JulǇ-JuŶe peƌiod foƌ iŶalisaioŶ of aĐĐouŶts uŶlike the otheƌ 
eŶiies its ďalaŶĐe sheet ǁas eǆposed foƌ full ϯ-ŵoŶth ďefoƌe iŶali-
saioŶ of aĐĐouŶts. Based oŶ the WeeklǇ ďalaŶĐe sheet ;B/S) data the 
eǀoluioŶ of RBI B/S is diǀided iŶto tǁo ďuĐkets ϱ-JulǇ to ϮϬ-MaƌĐh 
aŶd Ϯ7-MaƌĐh to Ϯϲ-JuŶe.  

 CleaƌlǇ the dǇŶaŵiĐs of the B/S ĐhaŶged ateƌ ϮϬ-MaƌĐ ǁith ƌupee seĐu-
ƌiies holdiŶg ǁitŶessiŶg a iŶĐƌease ǁhile the gƌoǁth iŶ foƌeigŶ ĐuƌƌeŶĐǇ 
assets ŵodeƌaiŶg. The pƌe aŶd post-COVID peƌiod does Ŷot shoǁ aŶǇ 
ŵajoƌ difeƌeŶĐe iŶ gƌoǁth of Ŷotes issued. 

 Oǀeƌall the RBI B/S eǆpaŶded ďǇ ϯϬ% as oŶ JuŶe ϯϬ, ϮϬϮϬ ;ϭϯ.ϰ% foƌ the 
Ǉeaƌ eŶded JuŶe ϯϬ, ϮϬϭ9). The iŶĐƌease oŶ the asset side ǁas due to 
iŶĐƌease iŶ doŵesiĐ aŶd foƌeigŶ iŶǀestŵeŶts ďǇ ϭϴ.ϰϬ peƌ ĐeŶt aŶd 
Ϯ7.Ϯϴ peƌ ĐeŶt, ƌespeĐiǀelǇ, iŶĐƌease iŶ loaŶs aŶd adǀaŶĐes ďǇ Ϯϰϱ.7ϲ 
peƌ ĐeŶt aŶd iŶĐƌease iŶ gold ďǇ ϱϮ.9% 

 BeĐause of steep ƌise iŶ gold pƌiĐes aŶd adǀaŶĐes, the RBIs alloĐaioŶ to 
ĐoŶiŶgeŶĐǇ iŶĐƌeased to ŵeet the ƌeƋuiƌed ƌaio of aǀailaďle ƌealised 
eƋuitǇ at ϱ.ϱ%.  

FRAUDS IN VALUE HAVE INCREASED BY ϭ5ϵ% IN FYϮϬ BUT DECLINING IN FYϮϭ 

 The Ŷuŵďeƌ of Đases oŶ fƌauds ƌepoƌted ďǇ ďaŶks ǁeƌe geŶeƌallǇ hoǀeƌiŶg 
at aƌouŶd ϰϱϬϬ iŶ the last ϭϬ Ǉeaƌs ill FYϭ7. Hoǁeǀeƌ, ateƌ that the Ŷuŵ-
ďeƌ has iŶĐƌeased suďstaŶiallǇ to ϱ9ϭϲ iŶ ϮϬϭ7-ϭϴ, ϲ799 iŶ ϮϬϭϴ-ϭ9 aŶd 
ϴ7Ϭ7 iŶ ϮϬϭ9-ϮϬ. 

 SiŵilaƌlǇ, the aŵouŶt iŶǀolǀed iŶ fƌauds ǁas iŶĐƌeasiŶg gƌaduallǇ, folloǁed 
ďǇ a sigŶiiĐaŶt iŶĐƌease iŶ ϮϬϭ7-ϭϴ to Rs ϰϭϬ ďillioŶ, aƌouŶd douďled iŶ 
ϮϬϭϴ-ϭ9 to Rs 7ϭϱ ďŶ aŶd iŶĐƌeased ďǇ ϭϱ9% to Rs ϭϴϱϲ ďillioŶ iŶ ϮϬϭ9-ϮϬ.  

 IŶ ϮϬϭ9-ϮϬ, the Ŷuŵďeƌ of fƌauds iŶĐƌeased ďǇ Ϯϴ%, ǁhile the aŵouŶt 
iŶǀolǀed ƌisiŶg ďǇ ϭϱ9%, though ŵostlǇ ƌelated to oĐĐuƌƌeŶĐes iŶ eaƌlieƌ 
Ǉeaƌs. The aǀeƌage lag ďetǁeeŶ the date of oĐĐuƌƌeŶĐe aŶd its deteĐioŶ 
ďǇ ďaŶks ǁas ϮϮ ŵoŶths. The aǀeƌage lag ďetǁeeŶ the date of oĐĐuƌƌeŶĐe 
of fƌauds aŶd theiƌ deteĐioŶ ďǇ ďaŶks/FIs ǁas Ϯϰ ŵoŶths duƌiŶg ϮϬϭ9-ϮϬ. 
IŶ laƌge fƌauds, i.e., Rs ϭϬϬ Đƌoƌe aŶd aďoǀe, hoǁeǀeƌ, the aǀeƌage lag ǁas 
ϲϯ ŵoŶths ;ϱϯ ŵoŶths iŶ FYϭ9). 

 IŶ teƌŵs of aƌea of opeƌaioŶs, fƌauds ƌelated to adǀaŶĐes ĐoŶsituted the 
pƌepoŶdeƌaŶt shaƌe iŶ Ŷuŵďeƌ aŶd total aŵouŶt iŶǀolǀed iŶ fƌauds oǀeƌ 
the Ǉeaƌs. Theƌe ǁas a ĐoŶĐeŶtƌaioŶ of laƌge ǀalue fƌauds, ǁith the top 
itǇ Đƌedit-ƌelated fƌauds ĐoŶsituiŶg 7ϲ% of the total aŵouŶt ƌepoƌted as 
fƌauds duƌiŶg ϮϬϭ9-ϮϬ. 

 The fƌaud Ŷuŵďeƌs aƌe shoǁiŶg a deĐliŶiŶg tƌeŶd, ǁhiĐh ŵaǇ ďe due the 
ďeteƌ pƌaĐiĐes folloǁed ďǇ ďaŶks/FIs. Hoǁeǀeƌ, ǁe ďelieǀe this is also 
due to loĐkdoǁŶ aŶd sloǁ iŶ deteĐioŶ pƌoĐess.  

 To iŵpƌoǀe the fƌaud ƌisk ŵaŶageŵeŶt fƌaŵeǁoƌk foƌ ďaŶks, a Ŷeed foƌ ;i) 
ďeteƌ diƌeĐioŶs oŶ fƌauds iŶ the light of eǆpeƌieŶĐe gaiŶed aŶd ďig data 
aŶalǇiĐs; ;ii) ĐoŵpƌeheŶsiǀe ƌeǀieǁs to seŶsiise oŶ fƌaud pƌeǀeŶioŶ, 
pƌoŵpt/aĐĐuƌate ƌepoƌiŶg aŶd folloǁ up aĐioŶ; ;iii) Ŷeed foƌ useƌ-

fƌieŶdlǇ fƌaud ƌegistƌǇ. 
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CURRENCY COMPOSITION AND MANAGEMENT 

 IŶteƌesiŶglǇ, the Ŷuŵďeƌ of ďaŶkŶotes iŶ ĐiƌĐulaioŶ has gƌoǁŶ ďǇ 7% 
to ϭϭϲ ďillioŶ pieĐes as oŶ Maƌ’ϮϬ. ϮϬϬϬ deŶoŵiŶaioŶ Ŷote ǁhiĐh ǁas 
lauŶĐhed ateƌ deŵoŶeisaioŶ, has Ŷot ďeeŶ pƌiŶted ǁith its Ŷuŵďeƌ 
goiŶg doǁŶ to Ϯ.7 ďillioŶ pieĐes as oŶ Maƌ’ϮϬ, fƌoŵ ϯ.ϯ ďillioŶ pieĐes iŶ 
Maƌ’ϭ9. The ďiggest iŶĐƌease is iŶ the pƌiŶiŶg of ϱϬϬ deŶoŵiŶaioŶ 
Ŷotes, ǁhiĐh ƌose to Ϯ9.ϰ ďillioŶ pieĐes as oŶ Maƌ’ϮϬ, fƌoŵ Ϯϭ.ϱ ďillioŶ 
pieĐes iŶ Maƌ’ϭ9. The Ŷuŵďeƌ of sŵall deŶoŵiŶaioŶ Ŷotes ;upto ϭϬϬ) 
has deĐliŶed fƌoŵ ϴϬ ďillioŶ pieĐes as oŶ Maƌ’ϭ9 to 7ϴ.ϰ ďillioŶ pieĐes as 
oŶ Maƌ’ϮϬ. ϮϬϬ deŶoŵiŶaioŶ Ŷotes haǀe seeŶ a ǇeaƌlǇ iŶĐƌease of ϭ.ϰ 
ďillioŶ pieĐes to ϱ.ϰ ďillioŶ pieĐes iŶ Maƌ’ϮϬ. 

 The % ĐoŵposiioŶ of ďaŶk Ŷotes iŶ ǀalue teƌŵs shoǁs that ϱϬϬ deŶoŵ-
iŶaioŶ Ŷotes haǀe ϲϬ.ϴ% shaƌe iŶ the total ǀalue of ďaŶk Ŷotes iŶ ĐiƌĐu-
laioŶ, ǁhiĐh is Ϯϰ,ϮϭϬ ďillioŶ ;Ǉ-o-Ǉ iŶĐƌease: ϭϱ%). The shaƌe of ϮϬϬϬ 
deŶoŵiŶaioŶ Ŷotes has Đoŵe to ϮϮ.ϲ%. This ǁas ϱϬ% iŶ ϮϬϭ7, as the 
ŵajoƌ foĐus ǁas oŶ ƌeŵoŶeisiŶg the eĐoŶoŵǇ. With pƌiŶiŶg of ϱϬϬ 
deŶoŵiŶaioŶ Ŷotes takiŶg pƌeĐedeŶĐe, due to ease of use, the ǀalue of 
ϮϬϬϬ deŶoŵiŶaioŶ Ŷotes has deĐliŶed ďǇ Rs ϭϬ9ϭ ďillioŶ iŶ the eĐoŶo-
ŵǇ, fƌoŵ Maƌ’ϭ7 to Maƌ’ϮϬ. The ĐoŵďiŶed shaƌe of ϱϬϬ aŶd Ϯ,ϬϬϬ ďaŶk-
Ŷotes ǁas, thus ϴϯ.ϰ% iŶ the total ďaŶkŶotes iŶ ĐiƌĐulaioŶ.  

 Thus, the shaƌe of sŵall deŶoŵiŶaioŶ Ŷotes has Đoŵe doǁŶ to ϭϲ.ϲ% 
as oŶ Maƌ’ϮϬ fƌoŵ ϭ7.ϴ% as oŶ Maƌ’ϭ9. Hoǁeǀeƌ, it is sill higheƌ thaŶ 
the pƌe-deŵoŶeizaioŶ leǀel of ϭϯ.ϲ%. 

COUNTERFEIT NOTES 

 AĐĐoƌdiŶg to RBI, the Ŷuŵďeƌ of ĐouŶteƌfeit Ŷotes has deĐliŶed ďǇ ϲ.ϱ% 
iŶ FYϮϬ to Ϯ.97 lakh pieĐes. Hoǁeǀeƌ the iŶteƌesiŶg paƌt is that the Rs 
ϭϬ deŶoŵiŶaioŶ ĐouŶteƌfeit Ŷotes haǀe iŶĐƌeased ďǇ ǁhoppiŶg 
ϭϰϰ.ϲ%. 

CAPITAL FLOWS 

 IŶ FYϮϬ IŶdia’s ĐuƌƌeŶt aĐĐouŶt deiĐit ǁas Ϭ.9% of GDP ǀis-a-ǀis 
Ϯ.ϭ% iŶ FYϭ9 as the ŵeƌĐhaŶdise tƌade deiĐit ĐoŶtƌaĐted, ƌeleĐiŶg 
the teƌŵs of tƌade gaiŶs aĐĐƌued fƌoŵ loǁeƌ ĐoŵŵoditǇ pƌiĐes foƌ 
Đƌude oil, Đoal aŶd feƌiliseƌs, aŶd a ĐoŶtƌaĐioŶ iŶ iŵpoƌt ǀoluŵes.  

 IŶdia ƌeĐeiǀed sigŶiiĐaŶt aŵouŶt of Đapital loǁs iŶ FYϮϬ 
;aŵouŶiŶg to $ϴϯ.ϭϴ ďillioŶ), ŵoƌe thaŶ eŶough to Đoǀeƌ foƌ Đuƌ-
ƌeŶt aĐĐouŶt deiĐit ;CAD of $Ϯϰ.ϲϱ ďillioŶ). IŶdia ĐoŶiŶued to ƌe-
ŵaiŶ atƌaĐiǀe desiŶaioŶ foƌ foƌeigŶ Đapital ƌeĐeiǀiŶg Ŷet FDI of 
$ϰϰ.ϰϭ ďillioŶ ;ϰϴ% ǇoǇ iŶĐƌease).  

 Ateƌ ǁitŶessiŶg poƌfolio oufloǁs iŶ FYϭ9, Ŷet poƌfolio iŶǀestŵeŶt 
also tuƌŶed posiiǀe ;$ϭ.ϰ ďillioŶ). AŶotheƌ ŵajoƌ ĐoŵpoŶeŶt ǁas 
Ŷet EǆteƌŶal CoŵŵeƌĐial BoƌƌoǁiŶgs ǁhiĐh iŶĐƌeased to $ϮϮ.9 ďil-
lioŶ fƌoŵ $ϭϬ.ϰ ďillioŶ iŶ FYϭ9. This iŶ tuƌŶ led to sigŶiiĐaŶt aĐĐƌe-
ioŶ of foƌeǆ ƌeseƌǀes ;$ϱ9.ϰ9 ďillioŶ).  

BaŶkŶote CoŵposiioŶ; Rs trillioŶͿ 

 

SouƌĐe: SBI ReseaƌĐh 

BaŶkŶote CoŵposiioŶ;ďillioŶ pieĐesͿ 
 

SouƌĐe: SBI ReseaƌĐh 

2017-18 2018-19 2019-20 2018-19 2019-20

2 and 5 1 - 22 - -

10 287 345 844 20.2 144.6

20 437 818 510 87.2 -37.7

50 23,447 36,875 47,454 57.3 28.7

100 2,39,182 2,21,218 1,68,739 -7.5 -23.7

200 79 12,728 31,969 16011.4 151.2

500 (MG Series) 1,27,918 971 11 -99.2 -98.9

500 [MG (New) Series] 9,892 21,865 30,054 121.0 37.5

1,000 1,03,611 717 72 -99.3 -90.0

2,000 17,929 21,847 17,020 21.9 -22.1

Total 5,22,783 3,17,384 2,96,695 -39.3 -6.5

No. of pieces % YoY

Denomination-wise Counterfeit Notes

Source: RBI; SBI Research

Denomination

FY19 FY20 Q1FY20 Q1FY21 FY19 FY20 Q1FY20 Q1FY21 FY19 FY20 Q1FY20 Q1FY21

PSBs 3,568 4,413 1,133 745 63,283 1,48,400 31,894 19,958 17.7 33.6 28.2 26.8

% Share 52.5 50.7 56 47.8 88.5 79.9 75.5 69.2 - - - -

Pvt Banks 2,286 3,066 601 664 6,742 34,211 8,593 8,009 2.9 11.2 14.3 12.1

% Share 33.6 35.2 29.7 42.6 9.4 18.4 20.3 27.8 - - - -

FBs 762 1026 250 127 955 972 429 328 1.3 0.9 1.7 2.6

% Share 11.2 11.8 12.4 8.2 1.3 0.5 1.0 1.1 - - - -

Others 183 202 40 22 563 2,061 1,312 548 3 10 33 25

% Share 2.7 2.3 1.9 1.4 0.8 1.2 3.2 1.9 - - - -

Total 6,799 8,707 2,024 1,558 71,543 1,85,644 42,228 28,843 10.5 21.3 20.9 18.5

Fraud Cases - Bank Group-wise

Bank Group
No. of Frauds Amount Involved (Rs crore) Ticket Size (Rs crore)

Source: RBI, SBI Research
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 Though laƌge aŵouŶt of foƌeigŶ Đapital is ďeŶeiĐial foƌ aŶ eĐoŶo-
ŵǇ, hoǁeǀeƌ, if theƌe is Ŷot aďsoƌďed iŶ the eĐoŶoŵǇ due to iŶsui-
ĐieŶt deŵaŶd, theŶ theƌe is a possiďilitǇ of upǁaƌd pƌessuƌe oŶ the 
eǆĐhaŶge ƌate, oǀeƌheaiŶg of the eĐoŶoŵǇ aŶd asset pƌiĐe ďuď-
ďles. 

 Also, aŶotheƌ iŵpoƌtaŶt poiŶt to ďe highlighted is the ƋualitǇ of 
iŵpoƌts that aƌe iŶaŶĐed ďǇ higheƌ CAD. Gold iŵpoƌts ǁhiĐh ĐoŶsi-
tute a ŵajoƌ pƌopoƌioŶ of ouƌ iŵpoƌts ƌepƌeseŶt ŶoŶ-pƌoduĐiǀe 
iŵpoƌts. aďsoƌpioŶ of foƌeigŶ Đapital is ĐƌuĐial foƌ eĐoŶoŵiĐ 
gƌoǁth. It is the ƋualitǇ of CAD ǁhiĐh ŵateƌs iŶ eŶhaŶĐiŶg the aď-
soƌpiǀe ĐapaĐitǇ of the eĐoŶoŵǇ thƌough gƌoǁth-iŶduĐiŶg iŵpoƌts. 

 As faƌ as eǆteƌŶal deďt posiioŶ is ĐoŶĐeƌŶed, it iŶĐƌeased ďǇ US$ 
ϭϱ.ϰ ďillioŶ ;ϮϬ.ϲ% of GDP) fƌoŵ its leǀel at eŶd-MaƌĐh ϮϬϭ9 ;ϭ9.ϴ% 
of GDP), pƌiŵaƌilǇ oŶ aĐĐouŶt of ĐoŵŵeƌĐial ďoƌƌoǁiŶgs. Hoǁeǀeƌ, 
ŵajoƌ eǆteƌŶal ǀulŶeƌaďilitǇ iŶdiĐatoƌs iŶĐludiŶg shaƌe of shoƌt-teƌŵ 
deďt, foƌeigŶ eǆĐhaŶge ƌeseƌǀe Đoǀeƌ of iŵpoƌts iŵpƌoǀed duƌiŶg 
FYϮϬ.  This should pƌoǀide suppoƌt agaiŶst the ĐuƌƌeŶt uŶĐeƌtaiŶ 
eŶǀiƌoŶŵeŶt.  

Disclaimer: The Ecowrap is not a priced publication of the Bank. 
The opinion expressed is of Research Team and not necessarily reflect 
those of the Bank or its subsidiaries. The contents can be reproduced 
with proper acknowledgement. The write-up on Economic & Financial 
Developments is based on information & data procured from various 
sources and no responsibility is accepted for the accuracy of facts and 
figures. The Bank or the Research Team assumes no liability if any per-
son or entity relies on views, opinion or facts & figures finding in 
Ecowrap.  
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