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SiŶĐe the ďegiŶŶiŶg of paŶdeŵiĐ, the ǁhole ǁoƌld has uŶdeƌgoŶe sigŶiiĐaŶt ďehaǀiouƌal ĐhaŶges at all leǀels aŶd IŶdia is also Ŷot aŶ eǆĐepioŶ. 
We eǆpeĐt the UŶioŶ Budget to eŶĐoŵpass suĐh ďehaǀioƌal ĐhaŶges of puďliĐ. What aƌe suĐh ďehaǀioƌal ĐhaŶges?  
To ďegiŶ ǁith, speŶdiŶg haďits of ĐoŶsuŵeƌs ĐhaŶged sigŶiiĐaŶtlǇ duƌiŶg paŶdeŵiĐ ǁithiŶ esseŶial / ŶoŶ disĐƌeioŶaƌǇ aŶd ŶoŶ-esseŶial /
disĐƌeioŶaƌǇ iteŵs. IŶteƌesiŶglǇ, ouƌ ŵost iŵpoƌtaŶt iŶdiŶg ďased oŶ SBI Đƌedit Đaƌd speŶds aƌe pƌiŵaƌilǇ tǁo-fold.  FiƌstlǇ, the tƌeŶds ďetǁeeŶ 
Apƌ’ϮϬ aŶd Noǀ’ϮϬ. IŶ pƌiŶĐiple, the shaƌe of disĐƌeioŶaƌǇ speŶdiŶg of ĐoŶsuŵeƌs that had ƌeaĐhed as ŵuĐh as ϯϱ% of total Đaƌds speŶdiŶg iŶ  
FeďƌuaƌǇ Đƌashed to ϭϱ% iŶ Apƌil. SiŶĐe Apƌil, the shaƌe of disĐƌeioŶaƌǇ speŶds has, hoǁeǀeƌ, luĐtuated ǁildlǇ ďetǁeeŶ ϭϱ% aŶd ϯϱ%. But the 
ŵost deiŶiiǀe ĐoŶĐlusioŶ duƌiŶg Apƌil aŶd Noǀ is that ǁheŶ ǁe ƌe-esiŵated CPI headliŶe ďǇ usiŶg PaasĐhe’s IŶdeǆ the Apƌil aŶd MaǇ iŶlaioŶ 
Ŷuŵďeƌs oŶ aŶ aǀeƌage ǁeƌe ϭϮϬ ďps loǁeƌ thaŶ NSO iŶlaioŶ Ŷuŵďeƌs. Foƌ Apƌ-Noǀ’ϮϬ ouƌ Đoŵputed CPI aǀeƌage is at ϲ.ϯ%, as Đoŵpaƌed ǁith 
ϲ.ϵ% as peƌ NSO esiŵates. SeĐoŶdlǇ, iŶ DeĐ’ϮϬ ouƌ CPI Đoŵputed iŶlaioŶ is, hoǁeǀeƌ, higheƌ at ϱ%, a shaƌp ϰϬ ďasis poiŶt higheƌ thaŶ CSO  
esiŵate at ϰ.ϲ%. This has happeŶed as speŶd oŶ oil has Đƌoǁded out iŶ DeĐeŵďeƌ the speŶdiŶg oŶ otheƌ esseŶial iteŵs, like health, gƌoĐeƌǇ aŶd 
uilitǇ seƌǀiĐes ǁhiĐh ǁas the tƌeŶd iŶ eaƌlieƌ ŵoŶths ǁhiĐh is ǁoƌƌisoŵe. IŶ faĐt, the shaƌe of ŶoŶ disĐƌeioŶaƌǇ speŶd has juŵped to ϲϱ% iŶ  
DeĐeŵďeƌ, the saŵe as ďefoƌe paŶdeŵiĐ, ďut oŶlǇ ďeĐause of fuel speŶd.  
This deŵaŶds aŶ uƌgeŶt Đut iŶ oil pƌiĐes thƌough taǆ ƌaioŶalizaioŶ otheƌǁise ĐoŶsuŵeƌs͛ ŶoŶ disĐƌeioŶaƌǇ speŶdiŶg ǁill ĐoŶiŶue to get  
distoƌted aŶd Đƌoǁd out disĐƌeioŶaƌǇ eǆpeŶses as has ďeeŶ the Đase iŶ DeĐeŵďeƌ. This ǁill also iŵpaƌt aŶ upǁaƌd ďias iŶ iŶlaioŶ. SuĐh tƌeŶd 
is also deĐipheƌed fƌoŵ CSO iŶlaioŶ Ŷuŵďeƌs that shoǁs ǁeighted ĐoŶtƌiďuioŶ of speŶd oŶ uƌďaŶ aŶd ƌuƌal eduĐaioŶ is doǁŶ ďǇ aƌouŶd  
ϮϬ-ϯϬ ďasis poiŶts ǁhiĐh ǁill oŶlǇ go up as eduĐaioŶal iŶsituioŶs opeŶ up.  
CleaƌlǇ, the ďudget ŵust ŵake aŶŶouŶĐeŵeŶts to ĐoŶiŶue to iŶĐeŶiǀise the ŵoǀe toǁaƌds digital tƌaŶsaĐioŶs. Ouƌ tƌaŶsaĐioŶ data shoǁs that 
eǀeŶ ŵuĐh eldeƌlǇ ŵeŶ aŶd ǁoŵeŶ haǀe ďeeŶ usiŶg the digital plafoƌŵ ŵoƌe aŶd ŵoƌe fƌeƋueŶtlǇ duƌiŶg aŶd eǀeŶ loŶg ateƌ the loĐkdoǁŶ has 
eŶded aŶd heŶĐe ideallǇ it should ďe pƌeseƌǀed. SeĐoŶdlǇ, the ďudget ŵust also iŶĐeŶiǀise the juŵp iŶ household iŶaŶĐial saǀiŶgs. This Đould 
ďe doŶe ďǇ iŶĐeŶiǀiziŶg the iŶǀestŵeŶts iŶ PPF, SukaŶǇa Saŵƌidhi SĐheŵe aŶd thƌough Ŷeǁ iŶstƌuŵeŶts like iŶfƌastƌuĐtuƌe ďoŶds.  
MeaŶǁhile, oŶe of the ƌegulatoƌǇ ĐhaŶges ďǇ the RBI is keepiŶg liƋuiditǇ iŶ suiĐieŶt suƌplus this Ǉeaƌ, ǁith the ĐuƌƌeŶt outstaŶdiŶg leǀel at Rs ϱ.Ϭ 
lakh Đƌoƌe as oŶ ϮϬth JaŶ’Ϯϭ. OŶe thiŶg that is ĐoŵpliĐaiŶg fuƌtheƌ the liƋuiditǇ ŵaŶageŵeŶt ďǇ RBI is the ƌeĐoƌd dollaƌ iŶloǁs to IŶdia. The Ŷet 
eǆĐess supplǇ of $ is thus Ŷoǁ at a staggeƌiŶg  $ϮϬ.ϱ ďŶ ǁheŶ ǁe look at iŶteƌďaŶk aŶd ŵeƌĐhaŶt segŵeŶt. IŶteƌesiŶglǇ, despite Ŷo ďuild-up of 
eǆĐess deŵaŶd iŶ the foƌǁaƌd ŵaƌket RBI has tuƌŶed iŶto a puƌĐhaseƌ of foƌǁaƌd ĐoŶtƌaĐts as it is giǀiŶg iŶaŶĐial staďilitǇ a pƌioƌitǇ. With the US 
aŶd otheƌ adǀaŶĐed ŶaioŶs eŶteƌiŶg iŶto siŵulus pƌogƌaŵs aŶd aŶ eƌa of easǇ liƋuiditǇ looŵiŶg ahead, RBI GoǀeƌŶoƌ has eǆpliĐitlǇ said that  
uŶdeƌ aŶ uŶĐeƌtaiŶ gloďal eĐoŶoŵiĐ eŶǀiƌoŶŵeŶt, EMEs tǇpiĐallǇ ƌeŵaiŶ at the ƌeĐeiǀiŶg eŶd. IŶ oƌdeƌ to ŵiigate gloďal spilloǀeƌs, theǇ haǀe Ŷo 
ƌeĐouƌse ďut to ďuild theiƌ oǁŶ foƌeǆ ƌeseƌǀe ďufeƌs peƌhaps aŶiĐipaiŶg a ƌise iŶ the futuƌe iŵpoƌt deŵaŶd ǁhiĐh had happeŶed iŶ ϮϬϬϵ aŶd RBI 
had to shit its staŶĐe to ŵeet the ƌisiŶg deŵaŶd of foƌeigŶ eǆĐhaŶge oŶ aĐĐouŶt of the ǁideŶiŶg tƌade deiĐit aŶd Đapital oufloǁs iŶ the  
suďseƋueŶt peƌiod aŶd heŶĐe it is ďuildiŶg up the ƌeseƌǀes.  
IdeallǇ, ǁe ďelieǀe RBI should use MSS to ŵaŶage liƋuiditǇ iŶstead of goiŶg foƌ VRR as liƋuiditǇ is lǇiŶg ǁith iŶsuƌaŶĐe ĐoŵpaŶies aŶd ŵutual 
fuŶds. OŶ the liƋuiditǇ fƌoŶt, oŶĐe a ŵoŶth Rs ϮϬ,ϬϬϬ Đƌoƌe OMO ŵaǇ ďe also ƌeƋuiƌed to ƌeŵoǀe the duƌaďle liƋuiditǇ fƌoŵ the ŵaƌket ǁith  
pƌefeƌeŶĐe thƌough SDL OMOs aŶd OpeƌaioŶ Tǁists.  
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 SiŶĐe the ďegiŶŶiŶg of paŶdeŵiĐ, the ǁoƌld has seeŶ sigŶiiĐaŶt ďehaǀiouƌal ĐhaŶges at 
all leǀels (GoǀeƌŶŵeŶts, Regulatoƌs, IŶdiǀiduals, etĐ.Ϳ. IŶdia is also Ŷot aŶ eǆĐepioŶ aŶd 
has ǁitŶessed ŵaŶǇ ďehaǀiouƌal ĐhaŶges of eĐoŶoŵiĐ ageŶts ǁith iŶiial loĐkdoǁŶ aŶd 
suďseƋueŶt ƌeopeŶiŶg of the eĐoŶoŵǇ iŶ phases. SuĐh ďehaǀiouƌal ĐhaŶges haǀe ƌesulted 
iŶ a ŵuĐh fasteƌ thaŶ aŶiĐipated eĐoŶoŵiĐ ƌeĐoǀeƌǇ Ŷot oŶlǇ iŶ IŶdia ďut aĐƌoss all otheƌ 
eĐoŶoŵies. OŶe suĐh ďehaǀiouƌal ĐhaŶge that Đould haǀe sigŶiiĐaŶt ƌaŵiiĐaioŶs foƌ 
futuƌe poliĐǇ ŵakiŶg (iŶĐludiŶg upĐoŵiŶg ďudgetͿ is the peŶĐhaŶt of oƌdiŶaƌǇ puďliĐ,  
paƌiĐulaƌlǇ aĐƌoss the eldeƌlǇ, to eǆpeƌiŵeŶt ǁith digital ŵodes of tƌaŶsaĐioŶ.  

 Let us iƌst appƌeĐiate hoǁ the speŶdiŶg haďits of ĐoŶsuŵeƌs ĐhaŶged duƌiŶg paŶdeŵiĐ 
ǁithiŶ esseŶial / ŶoŶ disĐƌeioŶaƌǇ aŶd ŶoŶ-esseŶial /disĐƌeioŶaƌǇ iteŵs. IŶteƌesiŶglǇ, 
ouƌ ŵost iŵpoƌtaŶt iŶdiŶg ďased oŶ SBI Đƌedit Đaƌd speŶds is that suĐh ĐhaŶge iŶ  
speŶdiŶg haďits has ƌesulted iŶ iŶlaioŶ esiŵates that aƌe ŵuĐh loǁeƌ thaŶ NSO  
esiŵates duƌiŶg Apƌil-Noǀ’ϮϬ.  OǁiŶg to the ĐoŶstƌaiŶts geŶeƌated due to Coǀid-ϭϵ, NSO 
puďlished liŵited data of CPI iŶlaioŶ foƌ Apƌil aŶd MaǇ. Hoǁeǀeƌ, that ǁas a puƌelǇ  
staisiĐal eǆeƌĐise ďǇ NSO ďased oŶ iǆed ǁeights of ĐoŶsuŵeƌ speŶdiŶg (iŶ staisiĐal 
paƌlaŶĐe, this is Đoŵputed ďǇ LaspeǇƌes PƌiĐe IŶdeǆͿ ďased oŶ CoŶsuŵeƌ EǆpeŶdituƌe 
SuƌǀeǇ.  The pƌoďleŵ ǁith this aŶalǇsis, hoǁeǀeƌ, is that the shaƌe of ŶoŶ-disĐƌeioŶaƌǇ 
aŶd disĐƌeioŶaƌǇ shaƌe iŶ ĐoŶsuŵeƌ speŶdiŶg haǀe ĐhaŶged sigŶiiĐaŶtlǇ duƌiŶg the loĐk-
doǁŶ aŶd eǀeŶ suďseƋueŶt peƌiod aŶd that ǁas Ŷot faĐtoƌed iŶ. Ouƌ CPI ĐoŵputaioŶ 
eǆeƌĐise eŵploǇed a ǀaƌiaďle ǁeight ŵethodologǇ ďǇ eŵploǇiŶg PaasĐhe PƌiĐe IŶdeǆ 
teĐhŶiƋue.  

 NSO ǀis-à-ǀis SBI CPI IŶlaioŶ ;%Ϳ 

MoŶth 
NSO 
CPI 

SBI 
CPI* 

ChaŶge iŶ BPS 
(NSO-SBIͿ 

Apƌ-ϮϬ ϳ.ϮϮ ϱ.ϵϯ ϭϮϵ 

MaǇ-ϮϬ ϲ.Ϯϳ ϱ.ϭϳ ϭϭϬ 

JuŶ-ϮϬ ϲ.Ϯϯ ϲ.Ϭϯ ϮϬ 

Jul-ϮϬ ϲ.ϳϯ ϱ.ϵϰ ϳϵ 

Aug-ϮϬ ϲ.ϲϵ ϲ.ϰϳ ϮϮ 

Sep-ϮϬ ϳ.Ϯϳ ϲ.ϴϭ ϰϲ 

OĐt-ϮϬ ϳ.ϲϭ ϳ.ϰϭ ϮϬ 

Noǀ-ϮϬ ϲ.ϵϯ ϲ.ϳϮ Ϯϭ 

DeĐ-ϮϬ ϰ.ϱϵ ϰ.ϵϵ -ϰϬ 

SouƌĐe: SBI ReseaƌĐh; usiŶg SBI Cƌedit Caƌds 
data  
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 We ƌe-esiŵated the CPI iŶlaioŶ siŶĐe Apƌ’ϮϬ ďǇ usiŶg ŵoŶthlǇ  
Đƌedit Đaƌd speŶds of SBI Đƌedit Đaƌds of a suiĐieŶtlǇ laƌge saŵple of 
Đustoŵeƌs oŶ a ƌeĐuƌƌiŶg ďasis aĐƌoss all age gƌoups geŶdeƌ ǁise aŶd 
speŶdiŶg that ǁe assiduouslǇ ďifuƌĐated iŶto ŶoŶ-disĐƌeioŶaƌǇ aŶd 
disĐƌeioŶaƌǇ speŶds. We used suĐh ĐhaŶgiŶg ǁeights foƌ all the 
ŵoŶths staƌiŶg fƌoŵ Apƌil. IŶ pƌiŶĐiple, ǁe folloǁed the  
ŵethodologǇ as Caǀallo (JuŶe ϮϬϮϬͿ had eŵploǇed iŶ his papeƌ ďǇ 
ĐoŶstƌuĐiŶg a Coǀid-ϭϵ ĐoŶsuŵpioŶ ďasket foƌ IŶdia aŶd esiŵate 
CPI iŶlaioŶ agaiŶ.   

 Ouƌ ƌesults ƌeǀeal Ϯ disiŶĐt tƌeŶds. FiƌstlǇ, the tƌeŶds ďetǁeeŶ Apƌ-

Noǀ’ϮϬ. IŶ pƌiŶĐiple, the shaƌe of disĐƌeioŶaƌǇ speŶdiŶg of ĐoŶsuŵeƌs 
that had ƌeaĐhed as ŵuĐh as ϯϱ% of total Đaƌds speŶdiŶg iŶ FeďƌuaƌǇ 
Đƌashed to ϭϱ% iŶ Apƌil. SiŶĐe Apƌil, the shaƌe of disĐƌeioŶaƌǇ speŶds 
has, hoǁeǀeƌ, luĐtuated ǁildlǇ ďetǁeeŶ ϭϱ% aŶd ϯϱ% iŶdiĐaiŶg  
ĐoŶsuŵeƌs aƌe sill uŶĐeƌtaiŶ ǁheŶ to spluƌge oŶ iteŵs of  
disĐƌeioŶaƌǇ ĐoŶsuŵpioŶ, as uŶĐeƌtaiŶtǇ has pƌeǀailed iŶ the ŵiŶds 
of ĐoŶsuŵeƌs ǁith difeƌeŶt phases of eĐoŶoŵǇ opeŶiŶg.  

 But the ŵost deiŶiiǀe ĐoŶĐlusioŶ duƌiŶg Apƌ-Noǀ’ϮϬ is that ǁheŶ ǁe 
ƌe-esiŵated CPI headliŶe ďǇ usiŶg PaasĐhe’s IŶdeǆ the Apƌil aŶd MaǇ 
iŶlaioŶ Ŷuŵďeƌs oŶ aŶ aǀeƌage ǁeƌe ϭϮϬ ďps loǁeƌ thaŶ NSO iŶla-
ioŶ Ŷuŵďeƌs. Foƌ Apƌ-Noǀ, FYϮϭ ouƌ Đoŵputed CPI aǀeƌage is at 
ϲ.ϯ%, as Đoŵpaƌed ǁith ϲ.ϵ% as peƌ NSO esiŵates.  

 But ǁhat is iŵpoƌtaŶt to Ŷote is that the gap ďetǁeeŶ the NSO aŶd 
ouƌ Đoŵputed iŶlaioŶ esiŵates has ďeeŶ ŶaƌƌoǁiŶg doǁŶ fƌoŵ 
OĐtoďeƌ oŶǁaƌds eǀeŶ as the disĐƌeioŶaƌǇ speŶd has Ŷot piĐked up. 
This sigŶiies that people aƌe sill speŶdiŶg ŵostlǇ oŶ iteŵs of  
ŶoŶ-disĐƌeioŶaƌǇ ĐoŶsuŵpioŶ. HeƌeiŶ is the iŵpoƌtaŶĐe of ouƌ De-
Đeŵďeƌ CPI iŶlaioŶ Ŷuŵďeƌ, that has aĐtuallǇ ƌeǀeƌsed the tƌeŶd.  

 IŶ DeĐ’ϮϬ ouƌ CPI Đoŵputed iŶlaioŶ is at ϱ%, a shaƌp ϰϬ ďasis poiŶt 
higheƌ thaŶ CSO esiŵate at ϰ.ϲ%. This has happeŶed as speŶd oŶ oil 
iŶ DeĐeŵďeƌ has Đƌoǁded out the speŶdiŶg oŶ otheƌ esseŶial iteŵs, 
like health, gƌoĐeƌǇ aŶd uilitǇ seƌǀiĐes that ǁas the tƌeŶd iŶ eaƌlieƌ 
ŵoŶths ǁhiĐh is ǁoƌƌisoŵe. IŶ faĐt, the shaƌe of ŶoŶ disĐƌeioŶaƌǇ 
speŶd has juŵped to ϲϱ% iŶ DeĐeŵďeƌ, the saŵe as ďefoƌe 

 paŶdeŵiĐ, ďut oŶlǇ ďeĐause of fuel speŶd.  
 This deŵaŶds uƌgeŶt Đut iŶ oil pƌiĐes thƌough taǆ ƌaioŶalizaioŶ, oth-

eƌǁise ĐoŶsuŵeƌs’ ŶoŶ disĐƌeioŶaƌǇ speŶdiŶg ǁill ĐoŶiŶue to get 
distoƌted aŶd Đƌoǁd out disĐƌeioŶaƌǇ eǆpeŶses as has ďeeŶ the Đase 
iŶ DeĐeŵďeƌ. This ǁill also iŵpaƌt aŶ upǁaƌd ďias iŶ iŶlaioŶ.  

 AddiioŶallǇ, if ǁe ŵake disiŶĐioŶ aĐƌoss geŶdeƌ Đlasses, ǁe iŶd 
that eǀeŶ ŵuĐh eldeƌlǇ ŵeŶ aŶd ǁoŵeŶ haǀe ďeeŶ usiŶg the digital 
plafoƌŵ ŵoƌe aŶd ŵoƌe fƌeƋueŶtlǇ duƌiŶg aŶd eǀeŶ loŶg ateƌ the 
loĐkdoǁŶ has eŶded. Theƌe aƌe also Ŷeǁ aƌeas of ĐoŶsuŵeƌ  
speŶdiŶg like ďƌoadĐasiŶg seƌǀiĐes aŶd eǀeŶ oŶliŶe eduĐaioŶ aŵoŶg 
otheƌs that ĐaŶ ďe ĐleaƌlǇ oďseƌǀed aŶd diƌeĐtlǇ atƌiďuted to staǇiŶg 
aŶd ǁoƌkiŶg fƌoŵ hoŵe! Thus, it is iŵpoƌtaŶt that ǁe doŶ’t fƌiteƌ 
aǁaǇ suĐh ďehaǀiouƌal ĐhaŶges that happeŶed duƌiŶg paŶdeŵiĐ.  

MEANWHILE LIQUIDITY MANAGEMENT BY RBI CONTINUES  
 LiƋuiditǇ has ƌeŵaiŶed iŶ suƌplus this Ǉeaƌ, ǁith the ĐuƌƌeŶt  

outstaŶdiŶg leǀel at Rs ϱ.Ϭ lakh Đƌoƌe as oŶ ϮϬth JaŶ’Ϯϭ. RBI has  
ƌeĐeŶtlǇ aŶŶouŶĐed the ǀaƌiaďle ƌeǀeƌse ƌepo (VRRͿ of Rs Ϯ lakh 
Đƌoƌe. FolloǁiŶg the aŶŶouŶĐeŵeŶt oŶ ϴth JaŶ’Ϯϭ, G-seĐ Ǉield oŶ  
ϱ-Ǉeaƌ has iŶĐƌeased ďǇ Ϯϭ ďps aŶd Ϯ-Ǉeaƌ ďǇ ϯϮ ďps. At the saŵe 
iŵe ϱ-Ǉeaƌ Đoƌpoƌate ďoŶd Ǉield has also iŶĐƌeased ďǇ ϭϱ ďps. MeaŶ-
ǁhile, ϵϭ-daǇs T-ďill Ǉield has also iŶĐƌeased ďǇ Ϯϴ ďps ateƌ ϴ JaŶ’Ϯϭ.  

 RBI has to ŵaŶage liƋuiditǇ ǀeƌǇ ĐaƌefullǇ Ŷoǁ as liƋuiditǇ iŶ the last 
Ƌuaƌteƌ of a isĐal Ǉeaƌ geŶeƌallǇ tuƌŶs ight oǁiŶg to higheƌ taǆ 
oufloǁs aŶd loǁeƌ eǆpeŶdituƌe oŶ the paƌt of the GoǀeƌŶŵeŶt to 
ƌeiŶ iŶ isĐal deiĐit. So, RBI Ŷeeds to tƌead sǇsteŵaiĐallǇ aŶd Đaƌeful-
lǇ. We ďelieǀe that the ƌolloǀeƌ of VRR is Ŷot ƌeƋuiƌed oŶ Ϯϵth JaŶ’Ϯϭ.  

 IŶteƌesiŶglǇ, ϯ Đategoƌies of deďt ŵutual fuŶd, ŶaŵelǇ, shoƌt 
duƌaioŶ fuŶd, Đoƌpoƌate ďoŶd fuŶd aŶd ďaŶkiŶg aŶd PSU 
fuŶd haǀe ƌeĐeiǀed aŶ iŶĐƌeŵeŶtal loǁ of Rs ϭ.ϯϱ lakh Đƌoƌe 
ďetǁeeŶ JuŶ’ϮϬ aŶd DeĐ’ϮϬ. OǁiŶg to the ƌeĐeŶt upiĐk iŶ 
Đoƌpoƌate ďoŶd Ǉields, if the Đoƌpoƌate tƌeasuƌies staƌt  
ƌedeŵpioŶ theŶ the situaioŶ ǁill oŶlǇ get ǁoƌse ďefoƌe it 
gets ďeteƌ ǁith ƌolloǀeƌ of VRR oƌ aĐĐepiŶg a high Đut-of 
agaiŶ (ϯ.ϱϱ% eaƌlieƌͿ.  

 Thus ideallǇ, ǁe ďelieǀe RBI should use MSS to ŵaŶage  
liƋuiditǇ iŶstead of goiŶg foƌ VRR as liƋuiditǇ is lǇiŶg ǁith  
iŶsuƌaŶĐe ĐoŵpaŶies aŶd ŵutual fuŶds. With Ŷot ŵuĐh iŵe 
gap ďetǁeeŶ the Budget aŶd RBI poliĐǇ, ǁe ďelieǀe RBI ĐaŶ 
ŵaiŶtaiŶ status Ƌuo iŶ liƋuiditǇ ill JuŶ’Ϯϭ iŶ ďoth liƋuiditǇ aŶd 
ƌegulatoƌǇ poliĐies as the ŵaƌkets aƌe alƌeadǇ spooked. IŶ 
faĐt, aŶ adǀaŶĐe guidaŶĐe ǁill ďe ǁelĐoŵe oŶ this deiŶiiǀe 
iŵe peƌiod. OŶ the liƋuiditǇ fƌoŶt, oŶĐe a ŵoŶth Rs ϮϬ,ϬϬϬ 
Đƌoƌe OMO ŵaǇ ďe ƌeƋuiƌed to ƌeŵoǀe the duƌaďle liƋuiditǇ 
fƌoŵ the ŵaƌket ǁith pƌefeƌeŶĐe thƌough SDL OMOs aŶd 
OpeƌaioŶ Tǁists.  

BUMPER CAPITAL INFLOWS AND RISING RUPEE 

 OŶe thiŶg that is ĐoŵpliĐaiŶg fuƌtheƌ liƋuiditǇ ŵaŶageŵeŶt 
ďǇ RBI is the ƌeĐoƌd dollaƌ iŶloǁs to IŶdia. IŶdia has alƌeadǇ 
ƌeĐeiǀed $ϯϬ.ϲ ďillioŶ ǁoƌth of FII iŶloǁs iŶ this isĐal aŶd RBI 
has ďeeŶ ŵoppiŶg up the eǆĐess dollaƌs. IŶ the ĐuƌƌeŶt isĐal 
RBI has alƌeadǇ aĐĐuŵulated $ϭϭϬ.ϱ ďillioŶ iŶ foƌeǆ ƌeseƌǀes 
so faƌ. IŶ FYϬϴ, foƌeǆ ƌeseƌǀes iŶĐƌeased fƌoŵ $ϮϬϬ ďillioŶ to 
$ϯϬϵ ďillioŶ, aŶ aĐĐƌeioŶ of $ϭϭϬ ďillioŶ aŶd RBI had ŵade 
Ŷet puƌĐhases of $ϳϴ ďillioŶ iŶ spot ŵaƌket. Hoǁeǀeƌ, despite 
that Rupee ŵaŶaged to appƌeĐiate ďǇ ϳ% iŶ that isĐal. This 
Ǉeaƌ, too, despite the spot puƌĐhases of $ϱϴ.ϭ ďillioŶ, Rupee 
has appƌeĐiated ďǇ ϯ% so faƌ.  

 RBI has also ďeeŶ iŶteƌǀeŶiŶg iŶ the foƌǁaƌd ŵaƌket aŶd the 
Ŷet outstaŶdiŶg foƌǁaƌd sale of $ϭ.ϳ ďillioŶ iŶ Maƌ’ϮϬ has 
tuƌŶed to outstaŶdiŶg Ŷet foƌǁaƌd puƌĐhase of $ϭϯ.ϲ ďillioŶ. 
WheŶ ǁe juǆtapose this ǁith the ŵeƌĐhaŶt aŶd iŶteƌ-ďaŶk 
data ǁe see that iŶ the ŵeƌĐhaŶt ŵaƌket (iŶ ďoth spot aŶd 
foƌǁaƌd segŵeŶtͿ theƌe ǁas aŶ eǆĐess supplǇ of $ϱϴ.ϵ ďillioŶ 
duƌiŶg Apƌ’ϮϬ- OĐt’ϮϬ(ill ϮϵthͿ. Hoǁeǀeƌ iŶ the iŶteƌďaŶk 
ŵaƌket the tƌeŶd is Ƌuite opposite aŶd theƌe has ďeeŶ eǆĐess 
deŵaŶd of $ϯϴ.ϰ ďillioŶ iŶ the saŵe peƌiod. Oǀeƌall, ŵeƌĐhaŶt 
dollaƌ supplǇ is faƌ higheƌ thaŶ deŵaŶd as iŵpoƌts ǁeƌe Ŷot 
piĐkiŶg up. The Ŷet eǆĐess supplǇ of $ is thus Ŷoǁ at a  
staggeƌiŶg  $ϮϬ.ϱ ďillioŶ.  
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Oct'20 -1,876 -12,300 -14,176 -1120 8785 7,664 -6,512

Sep'20 1,257 -7,174 -5,917 4303 2973 7,276 1,359

Aug'20 1,650 -13,461 -11,811 4595 3181 7,776 -4,035

July'20 2,239 -8,466 -6,227 341 7,248 7,589 1,362

Jun'20 1,726 -12,647 -10,921 943 6,354 7,297 -3,624

May'20 1,495 -7,603 -6,108 1,661 -202 1,459 -4,649

Apr'20 1,691 -5,476 -3,785 2,663 -3,326 -663 -4,448

Mar'20 9,343 -4,694 4,649 4,937 -9,601 -4,664 -15

Feb'20 3,053 -8,884 -5,831 1,875 3,693 5,568 -263

Jan'20 4,471 -8,532 -4,061 -628 4,109 3,481 -580

Dec'19 5,897 -11,599 -5,702 2,838 3,520 6,358 656

Source: RBI
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 IŶteƌesiŶglǇ, ǁith Ŷo ďuild-up of eǆĐess deŵaŶd iŶ the foƌǁaƌd 
ŵaƌket RBI has tuƌŶed iŶto a puƌĐhaseƌ of foƌǁaƌd ĐoŶtƌaĐts as it 
is giǀiŶg iŶaŶĐial staďilitǇ a pƌioƌitǇ. With the US aŶd otheƌ  
adǀaŶĐed ŶaioŶs eŶteƌiŶg iŶto siŵulus pƌogƌaŵs aŶd aŶ eƌa of 
easǇ liƋuiditǇ looŵiŶg ahead, RBI GoǀeƌŶoƌ has eǆpliĐitlǇ said that 
uŶdeƌ aŶ uŶĐeƌtaiŶ gloďal eĐoŶoŵiĐ eŶǀiƌoŶŵeŶt, EMEs tǇpiĐallǇ 
ƌeŵaiŶ at the ƌeĐeiǀiŶg eŶd. IŶ oƌdeƌ to ŵiigate gloďal spilloǀeƌs, 
theǇ haǀe Ŷo ƌeĐouƌse ďut to ďuild theiƌ oǁŶ foƌeǆ ƌeseƌǀe ďufeƌs, 
eǀeŶ at the Đost of ďeiŶg iŶĐluded iŶ ĐuƌƌeŶĐǇ ŵaŶipulatoƌs list oƌ 
ŵoŶitoƌiŶg list of the US TƌeasuƌǇ. Hoǁeǀeƌ, to ǁhat eǆteŶt ǁill 
RBI ďe aďle to pƌeǀeŶt the Rupee fƌoŵ appƌeĐiaiŶg is diiĐult to 
asĐeƌtaiŶ iŶ suĐh a dǇŶaŵiĐ situaioŶ. RBI is peƌhaps aŶiĐipaiŶg a 
ƌise iŶ the futuƌe iŵpoƌt deŵaŶd ǁhiĐh had happeŶed iŶ ϮϬϬϵ aŶd 
RBI had to shit its staŶĐe to ŵeet the ƌisiŶg deŵaŶd of foƌeigŶ 
eǆĐhaŶge oŶ aĐĐouŶt of the ǁideŶiŶg tƌade deiĐit aŶd Đapital 
oufloǁs iŶ the suďseƋueŶt peƌiod aŶd heŶĐe it is ďuildiŶg up the 
ƌeseƌǀes.  

UNION BUDGET NEEDS TO ENCOMPASS BEHAVIOURAL CHANGES OF 
DIGITI)ATION AND INCREASED FINANCIAL SAVINGS OF HOUSEHOLDS  
 A logiĐal ĐoƌollaƌǇ of suĐh ĐhaŶge iŶ ďehaǀiouƌal ĐhaŶges is that 

ǁe ŵust take steps to iŶĐulĐate suĐh haďits oŶ a peƌŵaŶeŶt ďasis. 
To this eŶd, the ďudget ŵaǇ just ďe the ideal oppoƌtuŶitǇ to  
iŶĐeŶiǀise digital tƌaŶsaĐioŶs.   

 These Đould ďe doŶe thƌough a ǀaƌietǇ of iŶĐeŶiǀes.  
 Fiƌst, the GoǀeƌŶŵeŶt ŵaǇ pƌohiďit leǀǇiŶg of aŶǇ  

ĐoŶǀeŶieŶĐe fee aŶd otheƌ Đhaƌges oŶ use of aŶǇ digital 
ŵode foƌ ŵakiŶg paǇŵeŶt to a ŵeƌĐhaŶt.  

 SeĐoŶd, eŶaďliŶg Đƌedit Đaƌds as a paǇŵeŶt opioŶ oŶ 
UPI plafoƌŵ foƌ Đustoŵeƌs ŵakiŶg paǇŵeŶt to  
ŵeƌĐhaŶts (Peeƌ to MeƌĐhaŶtͿ.  

 Thiƌd, eǆpediiŶg the Gazete NoiiĐaioŶ to alloǁ 
Aadhaaƌ ďased ďioŵetƌiĐ autheŶiĐaioŶ to ŶoŶ-ďaŶk 
eŶiies.  

 SepaƌatelǇ, to fulil the PM ǀisioŶ of AtŵaŶiƌďhaƌ Bhaƌat, ǁhǇ Ŷot 
ŵake RuPaǇ as a default Đaƌd opioŶ foƌ all the BaŶks (iŶĐludiŶg 
PuďliĐ aŶd Pƌiǀate BaŶksͿ opeƌaiŶg iŶ IŶdia? GiǀeŶ that the peƌ 
Đapita Đƌedit Đaƌd aŶd deďit Đaƌd tƌaŶsaĐioŶs has juŵped ďǇ up to 
ϭ.ϰ iŵes Đoŵpaƌed to pƌe-Đoǀid leǀels, all Uiliies/MuŶiĐipal  
CoƌpoƌaioŶs/ULBs ŵust also ĐoŵpulsoƌilǇ ofeƌ digital paǇŵeŶt 
opioŶs to ĐiizeŶs to ŵake paǇŵeŶts, espeĐiallǇ iŶ Tieƌ-Ϯ & Tieƌ-ϯ 
Ciies aŶd fuƌtheƌ iŶĐeŶiǀise theŵ. This has ďeeŶ alƌeadǇ  
iŵpleŵeŶted ďǇ Oil MaƌkeiŶg CoŵpaŶies at fuel staioŶs. 
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The Ecowrap is not a priced publication of the Bank. The  
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accepted for the accuracy of facts and figures. The Bank or the 
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SOME TAX-RELATED SUGGESTIONS TO INCENTIVI)E JUMP IN 
HOUSEHOLD FINANCIAL SAVINGS 

 IŶĐƌease the liŵit of PuďliĐ PƌoǀideŶt FuŶd AĐĐouŶt aŶd 
SukaŶǇa Saŵƌiddhi AĐĐouŶt fƌoŵ the eǆisiŶg Rs ϭ.ϱϬ lakh 
peƌ aŶŶuŵ to Rs ϯ lakh peƌ aŶŶuŵ. Foƌ the lateƌ, the teŶuƌe 
of the aĐĐouŶt ŵaǇ ďe iŶĐƌeased fƌoŵ the ĐuƌƌeŶt Ϯϭ Ǉeaƌs to 
Ϯϱ Ǉeaƌs siŶĐe seǀeƌal giƌls aƌe goiŶg iŶ foƌ higheƌ studies ďe-
foƌe ŵaƌƌiage. 

 The ĐeiliŶg of iŶǀestŵeŶt iŶ SeŶioƌ CiizeŶs SaǀiŶgs SĐheŵe 
should ďe ĐoŶsideƌed foƌ upǁaƌd ƌeǀisioŶ to Rs ϯϬ lakh fƌoŵ 
Rs ϭϱ lakh as ƌeiƌeŵeŶt ďeŶeits haǀe goŶe up ŵaŶifold. 
Moƌeoǀeƌ, theƌe ĐaŶ ďe a pƌoǀisioŶ foƌ eǆteŶdiŶg the sĐheŵe 
tǁiĐe foƌ a thƌee-Ǉeaƌ ďloĐk iŶstead of oŶĐe as is pƌeseŶtlǇ  
the Đase. 

 Taǆ Fƌee BoŶds: BaŶks aŶd IŶsituioŶs should ďe alloǁed to 
ƌaise taǆ fƌee iŶfƌastƌuĐtuƌe ďoŶds (pƌefeƌƌed teŶoƌ ϭϱ-ϮϬ 
ǇeaƌsͿ aŶd the eǆĐlusiǀe puƌpose of suĐh ƌesouƌĐes should ďe 
foƌ IŶfƌastƌuĐtuƌe pƌojeĐt iŶaŶĐe. 

 Taǆ Paid BoŶds: IŶfƌastƌuĐtuƌe iŶaŶĐiŶg ĐoŵpaŶies ŵaǇ ďe 
alloǁed to issue taǆ paid ďoŶds to tap fuŶdiŶg fƌoŵ ƌetail iŶ-
ǀestoƌs, ǁheƌeiŶ the taǆ oŶ iŶteƌest iŶĐoŵe of suĐh ďoŶds ǁill 
ďe paid ďǇ the BoŶd issueƌ @ TDS i.e. ϭϬ% u/s ϭϵϯ. SuĐh stƌuĐ-
tuƌe ǁhile ďeiŶg atƌaĐiǀe to the ƌetail iŶǀestoƌs, ǁill also 
eŶsuƌe that the Goǀt. is Ŷot losiŶg oŶ its taǆ ƌeǀeŶue.  

 IŶfƌastƌuĐtuƌe BoŶds: GoǀeƌŶŵeŶt ĐaŶ ĐoŶsideƌ issuiŶg  
IŶfƌastƌuĐtuƌe BoŶds agaiŶst the dues of the GoǀeƌŶŵeŶt  
iŶfƌastƌuĐtuƌe iŶaŶĐiŶg ĐoŵpaŶies (PFC, REC, IIFCL, IRFC, etĐ.Ϳ 
siŵilaƌ to Oil BoŶds, feƌilizeƌ ďoŶds ďeiŶg issued ďǇ GoǀeƌŶ-
ŵeŶt aŶd ŵaǇ ďe ŵade paƌt of SLR. 


