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Bi-Monthly Monetary Policy

The reconstituted monetary policy

committee of RBI kept the policy interest

rate, or repo rate, unchanged at 4%.

Shaktikanta Das presented the most

optimistic picture of the economy since the

outbreak of the pandemic despite

forecasting a contraction this fiscal.

As expected, rates were kept unchanged in

the latest monetary policy review,

balancing the need to shore up the

economy against inflation.



RBI launched a quantitative easing

exercise to soften bond yields amid

potentially transient inflation.

The central bank expects the economy to

shrink 9.5% in the current fiscal year with a

downside risk, and inflation to moderate to

4.3% in the first quarter of the next fiscal

year.

The repo rate, at which RBI lends, was kept

at 4%. The reverse repo rate, which RBI

pays banks for parking surplus funds with

it, was retained at 3.35%.



Recovery, according to the central bank,

will be “three-speed”. In other words, the

pace of recovery will depend on how

quickly sectors emerged out of the

lockdown.

The quickest to recover will be sectors

such as agriculture and fast moving

consumer goods.

Supply chain normalisation is expected to

bring inflation down.



RBI has pulled out all the stops.

There’s nothing more that can be asked of

a central bank.

The puzzle remains the attitude of the

government.

Monetary policy works through financial

intermediaries like banks.



Their response depends significantly on

their outlook.

Here, the government can pull its weight

by crafting a targeted fiscal package.

It will complement monetary policy and

induce banks to lend more.

There isn’t a more appropriate time for a

fiscal package than now. If it’s not

forthcoming, RBI’s extraordinary effort will

have been in vain.



Future – RIL – Amazon

A caveat is filed to ensure that the court

doesn't pass any order on the matter until

the concerned party is heard.

Future Group and Amazon have filed

caveat petitions in the Bombay High Court,

anticipating possible litigation over

Reliance Industries Ltd’s deal to acquire

the Indian retailer’s assets.



GST Solution

BJP-ruled states are likely to press for

expeditious rollout of the ₹1.1 lakh crore

special borrowing mechanism offered by

the Centre to bridge the deficit in the goods

and services tax (GST) compensation cess

fund.

They don’t support setting up a group of

ministers (GoM) to resolve the issue, as has

been suggested by some opposition-ruled

states, citing their urgent need for funds.



This suggests a hardening of views that

portends a stormy GST Council meeting on

October 12.

“All these statements are politically

motivated… We want immediate

resolution,” Bihar deputy chief minister

Sushil Kumar Modi

He said states want money for their

expenditure and cannot wait any longer.



As many as 21 states have communicated

their preference for the first option, but 10

states and Union territories, largely

opposition-ruled, have rejected both

options.



Bio-pestcides

The government is planning to push the

use of biopestcides, aiming to reduce the

chemical use in agriculture by 20%.

Agriculture commissioner SK Malhotra:

use of biopesticides to grow by five times

in next five years

With growing demand for organic food

products, the use of biopesticides will

grow.



In global markets also, demand for organic

products has increased.

Biopesticides, derives naturally from

natural materials such as animals, plants,

bacteria, and certain minerals substances,

control pests by non-toxic mechanisms.

According to industry estimates, the share

of biopesticides in the Indian pesticides

market is less than 20%.

However, the consumption is growing

every year.



“In 2003, the consumption of bio

pesticides was just 300 tonnes which went

up to 1,800 tonnes in 2010-11. Currently,

the production has gone up to around

12,000 tonnes,” said an official.

The growth in consumption is driven by

growing demand of certified organic food

in global market.



Cross-border SEZs

The Indian Council for Research on

International Economic Relations (ICRIER)

has urged the government to develop

cross-border special economic zones

(SEZ).

Cross-border SEZ can establish trade links

with neighbouring countries.

There are no operational SEZs in northeast

India, which is close to the ASEAN

countries.





A reduction in the duty levied on goods produced in SEZ

units and sold outside the zones (called domestic tariff

area or DTA) to bring them on a par with the lowest

tariffs imposed in India’s free trade agreement partners.

On tariffs, ICRIER said that with high import duties on

sales from SEZs to DTA, the latter prefer to import goods

from countries which have trade agreements with India

and provide preferential or zero duties, putting the units

in the SEZs at a disadvantage.



At present, 255 out of the 376 notified

SEZs are operational.

SEZs and export oriented units account for

a third of exports from India.

India’s exports amounted to $314.3 billion

in 2019-20.



ICRIER also said the services SEZs can be

used as a test-bed for trying out reforms

like foreign direct investment liberalisation

in sectors such as legal services,

accountancy and retail, which are currently

restricted, as China did.

The think tank said policy reforms should

also focus on creating mixed zones, with

both manufacturing and services units

located in the same area.



Commenting on the Baba Kalyani-led

committee which was set up in 2018 to

review India’s SEZ policy, ICRIER said,

“The committee does not comprehensively

demarcate the incentives for developers

and units in these zones.”
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Do you know? 

Nalanda = Na+alam+Daa, meaning “no stopping of the gift of knowledge”
So do gift share this lecture with your loved ones. Thanks 


