
 

 
Ecowrap 

Si e the egi i g of pa de i , the hole o ld has u de go e sig ii a t eha iou al ha ges at all le els a d I dia is also ot a  e epio . 
We e pe t the U io  Budget to e o pass su h eha io al ha ges of pu li . What a e su h eha io al ha ges?  
To egi  ith, spe di g ha its of o su e s ha ged sig ii a tl  du i g pa de i  ithi  esse ial / o  dis eio a  a d o -esse ial /
dis eio a  ite s. I te esi gl , ou  ost i po ta t i di g ased o  SBI edit a d spe ds a e p i a il  t o-fold.  Fi stl , the t e ds et ee  
Ap ’  a d No ’ . I  p i iple, the sha e of dis eio a  spe di g of o su e s that had ea hed as u h as % of total a ds spe di g i   
Fe ua  ashed to % i  Ap il. Si e Ap il, the sha e of dis eio a  spe ds has, ho e e , lu tuated ildl  et ee  % a d %. But the 

ost dei ii e o lusio  du i g Ap il a d No  is that he  e e-esi ated CPI headli e  usi g Paas he’s I de  the Ap il a d Ma  i laio  
u e s o  a  a e age e e  ps lo e  tha  NSO i laio  u e s. Fo  Ap -No ’  ou  o puted CPI a e age is at . %, as o pa ed ith 
. % as pe  NSO esi ates. Se o dl , i  De ’  ou  CPI o puted i laio  is, ho e e , highe  at %, a sha p  asis poi t highe  tha  CSO  

esi ate at . %. This has happe ed as spe d o  oil has o ded out i  De e e  the spe di g o  othe  esse ial ite s, like health, g o e  a d 
uilit  se i es hi h as the t e d i  ea lie  o ths hi h is o iso e. I  fa t, the sha e of o  dis eio a  spe d has ju ped to % i   
De e e , the sa e as efo e pa de i , ut o l  e ause of fuel spe d.  
This de a ds a  u ge t ut i  oil p i es th ough ta  aio alizaio  othe ise o su e s  o  dis eio a  spe di g ill o i ue to get  
disto ted a d o d out dis eio a  e pe ses as has ee  the ase i  De e e . This ill also i pa t a  up a d ias i  i laio . Su h t e d 
is also de iphe ed f o  CSO i laio  u e s that sho s eighted o t i uio  of spe d o  u a  a d u al edu aio  is do   a ou d  

-  asis poi ts hi h ill o l  go up as edu aio al i situio s ope  up.  
Clea l , the udget ust ake a ou e e ts to o i ue to i e i ise the o e to a ds digital t a sa io s. Ou  t a sa io  data sho s that 
e e  u h elde l  e  a d o e  ha e ee  usi g the digital plafo  o e a d o e f e ue tl  du i g a d e e  lo g ate  the lo kdo  has 
e ded a d he e ideall  it should e p ese ed. Se o dl , the udget ust also i e i ise the ju p i  household i a ial sa i gs. This ould 

e do e  i e i izi g the i est e ts i  PPF, Suka a Sa idhi S he e a d th ough e  i st u e ts like i f ast u tu e o ds.  
Mea hile, o e of the egulato  ha ges  the RBI is keepi g li uidit  i  sui ie t su plus this ea , ith the u e t outsta di g le el at Rs .  
lakh o e as o  th Ja ’ . O e thi g that is o pli ai g fu the  the li uidit  a age e t  RBI is the e o d dolla  i lo s to I dia. The et 
e ess suppl  of $ is thus o  at a stagge i g  $ .   he  e look at i te a k a d e ha t seg e t. I te esi gl , despite o uild-up of 
e ess de a d i  the fo a d a ket RBI has tu ed i to a pu hase  of fo a d o t a ts as it is gi i g i a ial sta ilit  a p io it . With the US 
a d othe  ad a ed aio s e te i g i to si ulus p og a s a d a  e a of eas  li uidit  loo i g ahead, RBI Go e o  has e pli itl  said that  
u de  a  u e tai  glo al e o o i  e i o e t, EMEs t pi all  e ai  at the e ei i g e d. I  o de  to iigate glo al spillo e s, the  ha e o 
e ou se ut to uild thei  o  fo e  ese e ufe s pe haps a i ipai g a ise i  the futu e i po t de a d hi h had happe ed i   a d RBI 

had to shit its sta e to eet the isi g de a d of fo eig  e ha ge o  a ou t of the ide i g t ade dei it a d apital ouflo s i  the  
su se ue t pe iod a d he e it is uildi g up the ese es.  
Ideall , e elie e RBI should use MSS to a age li uidit  i stead of goi g fo  VRR as li uidit  is l i g ith i su a e o pa ies a d utual 
fu ds. O  the li uidit  f o t, o e a o th Rs ,  o e OMO a  e also e ui ed to e o e the du a le li uidit  f o  the a ket ith  
p efe e e th ough SDL OMOs a d Ope aio  T ists.  
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Be the Ba k of Choi e fo  a T a sfo i g I dia  

BEHAVIOURAL CHANGES SINCE PANDEMIC 

 Si e the egi i g of pa de i , the o ld has see  sig ii a t eha iou al ha ges at 
all le els (Go e e ts, Regulato s, I di iduals, et . . I dia is also ot a  e epio  a d 
has it essed a  eha iou al ha ges of e o o i  age ts ith i iial lo kdo  a d 
su se ue t eope i g of the e o o  i  phases. Su h eha iou al ha ges ha e esulted 
i  a u h faste  tha  a i ipated e o o i  e o e  ot o l  i  I dia ut a oss all othe  
e o o ies. O e su h eha iou al ha ge that ould ha e sig ii a t a ii aio s fo  
futu e poli  aki g (i ludi g up o i g udget  is the pe ha t of o di a  pu li ,  
pa i ula l  a oss the elde l , to e pe i e t ith digital odes of t a sa io .  

 Let us i st app e iate ho  the spe di g ha its of o su e s ha ged du i g pa de i  
ithi  esse ial / o  dis eio a  a d o -esse ial /dis eio a  ite s. I te esi gl , 

ou  ost i po ta t i di g ased o  SBI edit a d spe ds is that su h ha ge i   
spe di g ha its has esulted i  i laio  esi ates that a e u h lo e  tha  NSO  
esi ates du i g Ap il-No ’ .  O i g to the o st ai ts ge e ated due to Co id- , NSO 
pu lished li ited data of CPI i laio  fo  Ap il a d Ma . Ho e e , that as a pu el   
staisi al e e ise  NSO ased o  i ed eights of o su e  spe di g (i  staisi al 
pa la e, this is o puted  Laspe es P i e I de  ased o  Co su e  E pe ditu e 
Su e .  The p o le  ith this a al sis, ho e e , is that the sha e of o -dis eio a  
a d dis eio a  sha e i  o su e  spe di g ha e ha ged sig ii a tl  du i g the lo k-
do  a d e e  su se ue t pe iod a d that as ot fa to ed i . Ou  CPI o putaio  
e e ise e plo ed a a ia le eight ethodolog   e plo i g Paas he P i e I de  
te h i ue.  
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SBI  ECOWRAP 

 We e-esi ated the CPI i laio  si e Ap ’   usi g o thl   
edit a d spe ds of SBI edit a ds of a sui ie tl  la ge sa ple of 

usto e s o  a e u i g asis a oss all age g oups ge de  ise a d 
spe di g that e assiduousl  ifu ated i to o -dis eio a  a d 
dis eio a  spe ds. We used su h ha gi g eights fo  all the 

o ths sta i g f o  Ap il. I  p i iple, e follo ed the  
ethodolog  as Ca allo (Ju e  had e plo ed i  his pape   

o st u i g a Co id-  o su pio  asket fo  I dia a d esi ate 
CPI i laio  agai .   

 Ou  esults e eal  disi t t e ds. Fi stl , the t e ds et ee  Ap -

No ’ . I  p i iple, the sha e of dis eio a  spe di g of o su e s 
that had ea hed as u h as % of total a ds spe di g i  Fe ua  

ashed to % i  Ap il. Si e Ap il, the sha e of dis eio a  spe ds 
has, ho e e , lu tuated ildl  et ee  % a d % i di ai g  
o su e s a e sill u e tai  he  to splu ge o  ite s of  

dis eio a  o su pio , as u e tai t  has p e ailed i  the i ds 
of o su e s ith dife e t phases of e o o  ope i g.  

 But the ost dei ii e o lusio  du i g Ap -No ’  is that he  e 
e-esi ated CPI headli e  usi g Paas he’s I de  the Ap il a d Ma  

i laio  u e s o  a  a e age e e  ps lo e  tha  NSO i la-
io  u e s. Fo  Ap -No , FY  ou  o puted CPI a e age is at 

. %, as o pa ed ith . % as pe  NSO esi ates.  
 But hat is i po ta t to ote is that the gap et ee  the NSO a d 

ou  o puted i laio  esi ates has ee  a o i g do  f o  
O to e  o a ds e e  as the dis eio a  spe d has ot pi ked up. 
This sig iies that people a e sill spe di g ostl  o  ite s of  

o -dis eio a  o su pio . He ei  is the i po ta e of ou  De-
e e  CPI i laio  u e , that has a tuall  e e sed the t e d.  

 I  De ’  ou  CPI o puted i laio  is at %, a sha p  asis poi t 
highe  tha  CSO esi ate at . %. This has happe ed as spe d o  oil 
i  De e e  has o ded out the spe di g o  othe  esse ial ite s, 
like health, g o e  a d uilit  se i es that as the t e d i  ea lie  

o ths hi h is o iso e. I  fa t, the sha e of o  dis eio a  
spe d has ju ped to % i  De e e , the sa e as efo e 

 pa de i , ut o l  e ause of fuel spe d.  
 This de a ds u ge t ut i  oil p i es th ough ta  aio alizaio , oth-

e ise o su e s’ o  dis eio a  spe di g ill o i ue to get 
disto ted a d o d out dis eio a  e pe ses as has ee  the ase 
i  De e e . This ill also i pa t a  up a d ias i  i laio .  

 Addiio all , if e ake disi io  a oss ge de  lasses, e i d 
that e e  u h elde l  e  a d o e  ha e ee  usi g the digital 
plafo  o e a d o e f e ue tl  du i g a d e e  lo g ate  the 
lo kdo  has e ded. The e a e also e  a eas of o su e   
spe di g like oad asi g se i es a d e e  o li e edu aio  a o g 
othe s that a  e lea l  o se ed a d di e tl  at i uted to sta i g 
a d o ki g f o  ho e! Thus, it is i po ta t that e do ’t f ite  
a a  su h eha iou al ha ges that happe ed du i g pa de i .  

MEANWHILE LIQUIDITY MANAGEMENT BY RBI CONTINUES  
 Li uidit  has e ai ed i  su plus this ea , ith the u e t  

outsta di g le el at Rs .  lakh o e as o  th Ja ’ . RBI has  
e e tl  a ou ed the a ia le e e se epo (VRR  of Rs  lakh 
o e. Follo i g the a ou e e t o  th Ja ’ , G-se  ield o   

- ea  has i eased   ps a d - ea    ps. At the sa e 
i e - ea  o po ate o d ield has also i eased   ps. Mea -

hile, -da s T- ill ield has also i eased   ps ate   Ja ’ .  
 RBI has to a age li uidit  e  a efull  o  as li uidit  i  the last 

ua te  of a is al ea  ge e all  tu s ight o i g to highe  ta  
ouflo s a d lo e  e pe ditu e o  the pa t of the Go e e t to 
ei  i  is al dei it. So, RBI eeds to t ead s ste ai all  a d a eful-

l . We elie e that the ollo e  of VRR is ot e ui ed o  th Ja ’ .  

 I te esi gl ,  atego ies of de t utual fu d, a el , sho t 
du aio  fu d, o po ate o d fu d a d a ki g a d PSU 
fu d ha e e ei ed a  i e e tal lo  of Rs .  lakh o e 

et ee  Ju ’  a d De ’ . O i g to the e e t upi k i  
o po ate o d ields, if the o po ate t easu ies sta t  
ede pio  the  the situaio  ill o l  get o se efo e it 

gets ete  ith ollo e  of VRR o  a epi g a high ut-of 
agai  ( . % ea lie .  

 Thus ideall , e elie e RBI should use MSS to a age  
li uidit  i stead of goi g fo  VRR as li uidit  is l i g ith  
i su a e o pa ies a d utual fu ds. With ot u h i e 
gap et ee  the Budget a d RBI poli , e elie e RBI a  

ai tai  status uo i  li uidit  ill Ju ’  i  oth li uidit  a d 
egulato  poli ies as the a kets a e al ead  spooked. I  

fa t, a  ad a e guida e ill e el o e o  this dei ii e 
i e pe iod. O  the li uidit  f o t, o e a o th Rs ,  

o e OMO a  e e ui ed to e o e the du a le li uidit  
f o  the a ket ith p efe e e th ough SDL OMOs a d 
Ope aio  T ists.  

BUMPER CAPITAL INFLOWS AND RISING RUPEE 

 O e thi g that is o pli ai g fu the  li uidit  a age e t 
 RBI is the e o d dolla  i lo s to I dia. I dia has al ead  

e ei ed $ .  illio  o th of FII i lo s i  this is al a d RBI 
has ee  oppi g up the e ess dolla s. I  the u e t is al 
RBI has al ead  a u ulated $ .  illio  i  fo e  ese es 
so fa . I  FY , fo e  ese es i eased f o  $  illio  to 
$  illio , a  a eio  of $  illio  a d RBI had ade 

et pu hases of $  illio  i  spot a ket. Ho e e , despite 
that Rupee a aged to app e iate  % i  that is al. This 
ea , too, despite the spot pu hases of $ .  illio , Rupee 

has app e iated  % so fa .  
 RBI has also ee  i te e i g i  the fo a d a ket a d the 

et outsta di g fo a d sale of $ .  illio  i  Ma ’  has 
tu ed to outsta di g et fo a d pu hase of $ .  illio . 
Whe  e ju tapose this ith the e ha t a d i te - a k 
data e see that i  the e ha t a ket (i  oth spot a d 
fo a d seg e t  the e as a  e ess suppl  of $ .  illio  
du i g Ap ’ - O t’ (ill th . Ho e e  i  the i te a k 

a ket the t e d is uite opposite a d the e has ee  e ess 
de a d of $ .  illio  i  the sa e pe iod. O e all, e ha t 
dolla  suppl  is fa  highe  tha  de a d as i po ts e e ot 
pi ki g up. The et e ess suppl  of $ is thus o  at a  
stagge i g  $ .  illio .  

Forward 
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Spot Excess 
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Total 

Excess 
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Forward 

Excess 

Demand

Spot Excess 

Demand

Total Excess 

Demand

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

Turnover in the foreign exchange market ($ mn)

Month

Merchant Interbank

Grand 

Total



 

 

SBI  ECOWRAP 

 I te esi gl , ith o uild-up of e ess de a d i  the fo a d 
a ket RBI has tu ed i to a pu hase  of fo a d o t a ts as it 

is gi i g i a ial sta ilit  a p io it . With the US a d othe   
ad a ed aio s e te i g i to si ulus p og a s a d a  e a of 
eas  li uidit  loo i g ahead, RBI Go e o  has e pli itl  said that 
u de  a  u e tai  glo al e o o i  e i o e t, EMEs t pi all  
e ai  at the e ei i g e d. I  o de  to iigate glo al spillo e s, 

the  ha e o e ou se ut to uild thei  o  fo e  ese e ufe s, 
e e  at the ost of ei g i luded i  u e  a ipulato s list o  

o ito i g list of the US T easu . Ho e e , to hat e te t ill 
RBI e a le to p e e t the Rupee f o  app e iai g is dii ult to 
as e tai  i  su h a d a i  situaio . RBI is pe haps a i ipai g a 
ise i  the futu e i po t de a d hi h had happe ed i   a d 

RBI had to shit its sta e to eet the isi g de a d of fo eig  
e ha ge o  a ou t of the ide i g t ade dei it a d apital 
ouflo s i  the su se ue t pe iod a d he e it is uildi g up the 
ese es.  

UNION BUDGET NEEDS TO ENCOMPASS BEHAVIOURAL CHANGES OF 
DIGITI)ATION AND INCREASED FINANCIAL SAVINGS OF HOUSEHOLDS  
 A logi al o olla  of su h ha ge i  eha iou al ha ges is that 

e ust take steps to i ul ate su h ha its o  a pe a e t asis. 
To this e d, the udget a  just e the ideal oppo tu it  to  
i e i ise digital t a sa io s.   

 These ould e do e th ough a a iet  of i e i es.  
 Fi st, the Go e e t a  p ohi it le i g of a   

o e ie e fee a d othe  ha ges o  use of a  digital 
ode fo  aki g pa e t to a e ha t.  

 Se o d, e a li g edit a ds as a pa e t opio  o  
UPI plafo  fo  usto e s aki g pa e t to  

e ha ts (Pee  to Me ha t .  
 Thi d, e pedii g the Gazete Noii aio  to allo  

Aadhaa  ased io et i  authe i aio  to o - a k 
e iies.  

 Sepa atel , to fulil the PM isio  of At a i ha  Bha at, h  ot 
ake RuPa  as a default a d opio  fo  all the Ba ks (i ludi g 

Pu li  a d P i ate Ba ks  ope ai g i  I dia? Gi e  that the pe  
apita edit a d a d de it a d t a sa io s has ju ped  up to 
.  i es o pa ed to p e- o id le els, all Uiliies/Mu i ipal  

Co po aio s/ULBs ust also o pulso il  ofe  digital pa e t 
opio s to iize s to ake pa e ts, espe iall  i  Tie -  & Tie -  
Ciies a d fu the  i e i ise the . This has ee  al ead   
i ple e ted  Oil Ma kei g Co pa ies at fuel staio s. 

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 person or entity  
relies on views, opinion or facts & figures finding in Ecowrap.  
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SOME TAX-RELATED SUGGESTIONS TO INCENTIVI)E JUMP IN 
HOUSEHOLD FINANCIAL SAVINGS 

 I ease the li it of Pu li  P o ide t Fu d A ou t a d 
Suka a Sa iddhi A ou t f o  the e isi g Rs .  lakh 
pe  a u  to Rs  lakh pe  a u . Fo  the late , the te u e 
of the a ou t a  e i eased f o  the u e t  ea s to 

 ea s si e se e al gi ls a e goi g i  fo  highe  studies e-
fo e a iage. 

 The eili g of i est e t i  Se io  Ciize s Sa i gs S he e 
should e o side ed fo  up a d e isio  to Rs  lakh f o  
Rs  lakh as ei e e t e eits ha e go e up a ifold. 
Mo eo e , the e a  e a p o isio  fo  e te di g the s he e 
t i e fo  a th ee- ea  lo k i stead of o e as is p ese tl   
the ase. 

 Ta  F ee Bo ds: Ba ks a d I situio s should e allo ed to 
aise ta  f ee i f ast u tu e o ds (p efe ed te o  -  
ea s  a d the e lusi e pu pose of su h esou es should e 

fo  I f ast u tu e p oje t i a e. 
 Ta  Paid Bo ds: I f ast u tu e i a i g o pa ies a  e 

allo ed to issue ta  paid o ds to tap fu di g f o  etail i -
esto s, he ei  the ta  o  i te est i o e of su h o ds ill 
e paid  the Bo d issue  @ TDS i.e. % u/s . Su h st u -

tu e hile ei g at a i e to the etail i esto s, ill also 
e su e that the Go t. is ot losi g o  its ta  e e ue.  

 I f ast u tu e Bo ds: Go e e t a  o side  issui g  
I f ast u tu e Bo ds agai st the dues of the Go e e t  
i f ast u tu e i a i g o pa ies (PFC, REC, IIFCL, IRFC, et .  
si ila  to Oil Bo ds, fe ilize  o ds ei g issued  Go e -

e t a d a  e ade pa t of SLR. 


