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Amid high inflation, RBI keeps repo rate at 6.5%

The Monetary Policy Committee takes notes of
the recent slowdown in growth momentum

Lalatendu Mishra
MUMBAI

he Monetary Policy
T Committee (MPC)

of Reserve Bank of
India (RBI) on Friday held
steadfast in its battle
against inflation amid wea-
kening growth momen-
tum, with four of its six
members voting to keep
policy repo rate un-
changed at 6.50% for the
11th bi-monthly review in a
FOw.

However, acknowledg-
ing that the economy is fac-
ing tight liquidity condi-
tions that are likely to
persist for a few months, it
cut the Cash Reserve Ratio
(CRR) for banks by 50 basis
points to 4%, after a gap of
nearly four years, in a bid
to support growth.

While divisions within
the MPC on a status quo on
rates expanded from the

Hiferra Yar v

5:1vote in October, the pa-
nel was unanimous on
sticking to a ‘neutral’
stance and remaining un-
ambiguously focused on a
durable alignment of infla-
tion with its 4% target,
while supporting growth.
Inflation had spiked to a 14-
month high of 6.2% in Oc-
tober, the last available
price rise number.

“The MPC took note of
the recent slowdown in the
growth momentum, which
translates into a downward
revision in the growth fore-
cast for the current year.
Going forward into the se-
cond half of this year and
the next year, the MPC as-
sessed the growth outlook
to be resilient, but warrant-
ing close monitoring,” RBL
Governor Shaktikanta Das
said in his statement.

While noting the RBI's
mandate is to ensure price
stability while supporting

MPC downgrades growth, inflation estimates for
2024-25 to 6.6%; retail inflation projected at 4.8%

Balancing act

The RBI on Friday tried to find a balance between inflation
management and supporting economic growth

= The RBI kept the
repo rate unchanged
at 6.5% for a record
11th meetingin a row

= The Cash Reserve
Ratio — the proportion
of deposits that banks
must set aside with
the central bank — has

been cut by 50 basis
points to 4%

= The cut will infuse
21.16 lakh crore into
the banking system
and will soften short-
term interest rates and
enhance capacity of
banks to extend credit

growth, Mr. Das said per-
sistently high inflation re-
duced the disposable in-
come of consumers and
dented private consump-
tion which negatively im-
pacted the real GDP
growth.

Real GDP growth in the
July to September quarter
fell to a seven-quarter low
of 5.4%, compared to RBI's
7% projection.

The MPC has now

downgraded the growth
forecast for 2024-25 to
6.6% from 7.2%. Similarly,
with inflation increasing
sharply in September and
October led by an unantici-
pated increase in food pric-
es, the retail inflation for
2024-25 has now been pro-
jected at 4.8% compared to
the 4.5% average projected
till October.

“Food inflation pres-
sures are likely to linger in

the third quarter of this fi-
nancial year, and start eas-
ing only from Q4 of 2024-
25, backed by seasonal cor-
rection in vegetable prices,
Kkharif harvest arrivals, like-
ly good rabi output and
adequate cereal buffer
stocks,” Mr. Das said.

Adverse weather events
The Governor also said the
increasing incidence of ad-
verse weather events,
heightened geo-political
uncertainties and financial
market volatility posed up-
side risks to inflation.

“The MPC believes that
only with durable price
stability can strong founda-
tions be secured for high
growth. The MPC remains
committed to restoring the
inflation growth balance in
the overall interest of the
economy,” he said.

To ease the potential li-
quidity stress in the system

as more cash could be re-
quired to pay direct taxes
and GST, the RBI has decid-
ed to reduce the cash re-
serve ratio (CRR) of all
banks to 4% of net demand
and time liabilities (NDTL)
in two equal tranches of 25
bps each with effect from
the fortnight beginning De-
cember 14, 2024 and De-
cember 28, 2024.

“This reduction in the
CRR is consistent with the
neutral policy stance and
would release primary li-
quidity of about 1.16 lakh
crore to the banking sys-
tem,” he said.

Interest rate ceiling

To attract more capital in-
flows, the RBI has decided
to increase the interest rate
ceiling on FCNR(B) depo-
sits. Accordingly, effective
from Friday, banks are per-
mitted to raise fresh FCNR
(B) deposits of 1 year to less

Persistent inflation reduced the disposable income
of consumers and dented consumption, says Das

than 3 years maturity at
rates not exceeding the
ceiling of overnight Alter-
native Reference Rate
(ARR) plus 400 bps as
against 250 bps at present.
Similarly, for deposits of 3
to 5 years maturity, the
ceiling has been increased
to overnight ARR plus 500
bps as against 350 bps at
present. This relaxation
will be available till March
31, 2025.

In his closing remarks,
the Governor said since the
last policy, inflation had
been on the upside, while
there had been a modera-
tion in growth. “According-
ly, the MPC has adopted a
prudent and cautious ap-
proach in this meeting to
wait for better visibility on
the growth and inflation
outlook.”
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Centre to develop four new
tourist destinations in J&K
with help from World Bank

Sreeparna Chakrabart
NEW DELHI

Buoyed by the increase in
tourist footfall in Jammu
and Kashmir, the govern-
ment is planning to deve-
lop four new destinations
with financial and techni-
cal help from the World
Bank. Kokernag in Anant-
nag district, Baradari in
Reasi district, Bhadarwah
in Doda, and Doodhpathri
in Budgam are the four
sites which have been cho-
sen to be developed with
world class tourist
infrastructure.

“The projects are being
developed as a joint ven-
ture between The World
Bank, Jammu and Kashmir
Government and the
Centre,” a senior official in
the Union Tourism Minis-
try said. The destinations
were finalised last month
after a World Bank delega-
tion visited the State.

Gulmarg, Pahalgam,
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Hidden spots: A tourist taking a pony ride to reach Shaliganga river
in Doodhpathri in Budgam district. SPECIAL ARRANGEMENT

and Katra Vaishno Devi
and are some of the fa-
mous tourist destinations
in Jammu and Kashmir at
present. According to offi-
cial estimates, Jammu and
Kashmir recorded 1.2 mil-
lion tourists arrivals in the
first half of 2024.

For development of
these four new tourist des-
tinations, the World Bank
would essentially serve as a

primarily knowledge
partner. It would also help
in the promotion of the
handicrafts industry. The
World Bank team first visit-
ed Jammu and Kashmir in
September.

Union Tourism Ministry
officials said as far as Jam-
mu and Kashmir is con-
cerned, the focus would be
on ecological sustainabili-
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No plans for de-dollarisation: Das

RBI Governor says the BRICS currency is just an idea floated by one member of the bloc, and no decision has been taken on

it; his remarks assume significance in the context of Donald Trump’s threat to slap 100% tariffs for pursuing such plans

Lalatendu Mishra
MUMBAI

ndia has no plans for
lde-dollarisation, RBI
Governor Shaktikanta
Das said in response to a
question on U.S. President-
elect Donald Trump’s
threat to slap 100% tariffs
on BRICS nations planning
a common currency to
challenge the hegemony of
U.S. dollar in global trade.
“The BRICS currency
was an idea raised by one
of the members of the
BRICS countries and it was
discussed,” Mr. Das said.
“No decision has been ta-
ken in the matter. The geo-
graphical spread of the
countries is a factor which

is not on the table at all, says Das.PTI

has to be kept in mind un-
like the Eurozone which
has a single currency and
geographical continuity.
BRICS countries are spread
all over,” he added.

“So far as India is con-
cerned, there is no step

which we have taken to de-
dollarise. Allwe have done
is we have entered into
agreements with a couple
of countries to do local cur-
rency-denominated trade
to de-risk India trade.”
“Dependence on one

currency can be proble-
matic at times because of
appreciation or deprecia-
tion. So, as part of de-risk-
ing our trade, that is a step
which has been taken. De-
dollarisation is certainly
not our objective. It is not
on the table at all. Our ef-
fort is basically to de-risk
our trade. Nobody is talk-
ing or thinking about de-
dollarisation,” he added.
To a question if the ru-
pee could come under
pressure due to possible ta-
riff wars hurting exports,
the Governor said, “If the
tariff war happens... hy-
pothetically, if it happens,
it will not be an isolated
event. There will be other
events around it, like, for

instance, perhaps, China
may react by devaluing the
currency or there might be
retaliatory tariffs.”

“So, at this point, it is ve-
ry difficult to say what will
be our unilateral move,
and will it affect. Let us
wait for the general equili-
brium,” he added.

He said India’s forex re-
serves were quite robust
now and quite adequate.

“We are confident of
dealing with any spillovers.
As per requirement, we
will take action. At the mo-
ment we have no concern
at all,” he said answering to
a query on whether the in-
terest rate ceiling on FCNR
(B) deposits has been in-
creased to build a buffer.
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> Will enable digital/online/on-air access to education

> Will benefit more than 25 Crore school going children

> DIKSHA : Digital Infrastructure for Knowledge Sharing

> SWAYAM online courses in MOOCS format for school and
higher education

’ AT
> One earmarked TV channel per class from 1 to 12 3%
v
> Extensive use of Radio, Community radio and CBSE & y
Podcast - Shiksha Vani ,
> Special e-content for visually and hearing impaired /
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Delhi Metro network upto Phase 4
pree ikl

orridors
tations )
> . U/G-13.17 Kax

ase- || Corridors —
Length = 125 Km., Stations = 86
Elevated / At - 88. 4l Km. UG 34. 89 Km

‘ Il Corridors Tt
Ler 7 Km., Stations = 109
Ele d/At-Grade 106 U)K 1. U/G- 53.97Kr *\
PHASE NV CORRIDORS [TiE
i Phase-IV 65.202 km 45 Stn
3 » (3 Priority Corridors)
o Under Construction
LA Phase-lV 20.762 km 18 Stn
A : (2 Remaining Corridors)
=) Cabinet approval on
13.03.2024

Phase-1V 26 463 2\ Stn
(6th Corridor)
Proposed project

w
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Building on the revival of the manufacturing sector

manufacturing hub has gained momentum
with the government’s strategic policy

initiatives, particularly the Production Linked
Incentive (PLI) scheme. This scheme has been
instrumental in transforming the manufacturing
landscape in sectors such as mobile
manufacturing, electronics, pharmaceuticals,
automobile, and textiles, among others, through
enhanced production, exports and job creation.

The scheme’s impressive performance has
been mirrored by the results of the Annual
Survey of Industries (ASI) for 2022-23, released
recently, which reveals a positive correlation
between PLI scheme incentives and sectoral
performance. In the ASI data, manufacturing
output registered a robust growth rate of 21.5%,
while gross value added (GVA) grew by 7.3%. This
expansion comes on the back of the PLI scheme’s
success, showcasing that many sectors benefiting
from the scheme have performed particularly
well. Basic metal manufacturing, coke and
refined petroleum products, food products,
chemicals and chemical products, and motor
vehicles — many of which are covered under the
PLI scheme — collectively contributed 58% to the
total manufacturing output and registered an
output growth of 24.5% in 2022-23.

l ndia’s journey to becoming a global

Recovery of the manufacturing sector
ASI surveys are a vital source of data on the
registered, organised manufacturing sector in the
economy. They include factories with 10 or more
workers using power, and those with 20 or more
workers, without power. The results of the ASI
202223 show a healthy double-digit expansion in
the growth rate of manufacturing sector output —
at 21.5% — despite a high base of 2021-22 which
saw a sharp rebound as the economy emerged
from the COVID-19 pandemic-induced slump. The
impressive growth in output and value added in
2022-23, as compared to the pre-pandemic
period, indicates that the manufacturing sector is
slowly but steadily turning the corner after the
disruptions in recent years.

The performance of the manufacturing sector
shows that the stage is set for India to become a
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Strong reforms
are needed for
India to fully
capitalise on its
manufacturing
potential

global manufacturing powerhouse. However,
strong reforms are needed to fully capitalise on
the manufacturing potential.

The success of the PLI scheme underscores the
need to expand its scope beyond the traditional
industries where manufacturing activity is
concentrated. Extending PLI incentives to
labour-intensive sectors such as apparel, leather,
footwear and furniture, as well as sunrise
industries such as aerospace, space technology
and MRO could unlock new growth frontiers.
There are also sectors with high import
dependency but untapped domestic capabilities
such as capital goods. This can help in reducing
vulnerability to global demand fluctuations and
supply chain disruptions. Promoting green
manufacturing and incentivising research and
development in advanced manufacturing
technologies can further enhance India’s
manufacturing competitiveness.

The striking gap between manufacturing
output growth (21.5%) and GVA growth (7.3%) — as
the ASI data show — is largely driven by soaring
input prices, which surged by 24.4% in 2022-23.
This divergence suggests that while production
volumes are rising, industries are grappling with
elevated input prices, which have eroded their
value addition. With bulk of the inputs being
imported, it is pivotal to bring down their landing
costs in the country. To bring this to fruition, a
more streamlined import regime that simplifies
tariffs into a three-tier system, with O - 2.5% for
raw materials, 2.5% - 5% for intermediates, and
5% - 7.5% for finished goods, could help mitigate
these input costs, enhance competitiveness, and
improve India’s integration into global value
chains.

A concentration of industrial activity

The regional imbalance in manufacturing activity,
with Maharashtra, Gujarat, Tamil Nadu,
Karnataka, and Uttar Pradesh, collectively
accounting for over 54% of total manufacturing
GVA and 55% of employment, highlights the
concentration of industrial activity in a few
States. This regional imbalance not only hinders
equitable development across the country but

also limits the sector’s overall growth potential.
For India to fully capitalise on its manufacturing
capacity, it is essential for States to be an active
participant in India’s growth story by
implementing the fundamental factor market
reforms in areas such as land, labour and power
in addition to developing infrastructure, and
promoting investments.

Focus must move to MSMEs and women

For manufacturing to serve as a true catalyst for
inclusive growth, special attention must be given
to micro, small and medium enterprises (MSME)
and increasing women’s participation in the
workforce. MSMEs contribute around 45% of
India’s manufacturing GDP and employ about 60
million people. Tailoring PLI incentives to
accommodate MSMES, by lowering capital
investment thresholds and reducing production
targets, would empower these enterprises to
scale up, innovate and integrate more effectively
into value chains.

Enhancing female workforce participation is
an untapped opportunity for boosting
manufacturing growth. The World Bank’s latest
South Asia Development Update estimates that
India’s manufacturing output could rise by 9% if
more women join the workforce. Developing
supportive infrastructure such as hostels,
dormitories, and childcare facilities near factories
could significantly boost women’s participation in
manufacturing, driving output and inclusive
development.

To transform the Indian economy into a
developed economy by 2047, the manufacturing
sector ought to play a critical role. As in the CII's
own estimations, its share in the GVA has a
potential to rise from the current 17% to over 25%
by 2030-31, and to 27% by 2047-48 if sustained
efforts to boost domestic manufacturing
capabilities and domestic value addition
continue. Apart from boosting its competitiveness
by improving ease of doing business and bringing
down cost of doing business, seizing the current
moment by leveraging on the slew of policy
measures will be imperative for the
manufacturing sector.
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Teak:
» URA SAC ¥ I3 WidTe (PLI) ToHT o Hifeid SUrdl &1 @Y Io1d §U UFIAd U 4 Ga
Ay fafmfor g & o & wiftd aR @1 7| e faswmg 3R ASHIR or & farg sifie oft, fafmfor
&7 7 eI & §1¢ yafd guR feemn g1

» gIdiids, IHD! &HAT D R IRE Y THR HA & oY, I Y2 ANTd, 1T SAA 3R SIS STl
3R Afgarsit & for srqaia wH= St gAIfaaT &1 FHIUM &R &1 STaRgHdT g |

PLI TS T YHTa:

» diudsrs QoM saaiay, BHiRgeH ), siemiasd iR CHRiesd dfed U &3 # Idreq, Fafd
3R JASHIR & Fg1a1 SH HRA & [0 TReET & dea- | Hedqul W&l ]

» 2022-23 & foru IET &1 aifties defur (@ugas) fafafor Idrea # 21.5% &t gfs 3R Iod ge aftfd
©iidie) 7 7.3% @1 gig Pt RUIE HdT g, S TIomT 3R &3 UeH & ol IoRIAS guay dl giidm
gl

&= faera Sgm:

» PLI oA ¥ TITad g9 aTa fafiy &, S fo ot urg, Ueifer SdTe, |Te IdTe, A 3R Hier
a8, 7 Ife® ¥U I $o fafaiur Idred ¥ 58% &1 aiTaH ol

» 7 &3 A IaeT H 24.5% Pt THGRIC i gof @1, o fafaiur faar & I3Ra w3 & aemr &t
JUTaRIedT &1 UG RId #al g

HeHRI & d1¢ &1 Rpash:

» 2021-22 T I YR & d1avlg, QAT &85 7 2022-23 T Qe 3fd! &1 g (21.5%) TRIA Hd gU
TS Aol Repadt Uaiid &

» Ig Repad 39 &7 o aliarme iR af¥ye fafmior memifad s7 & URd &t Aearbianst H Agayuf
TG S DI 3B &l DI SWifdhd Bl g

PLI & SRR 1 fawR:

» T3 fgerg dst & We & forg, diudens UidmgHl & gy, THST 3R HHR S 4H-TT8 Iar
3R TR 3R 3ide] Wenfie! S8 IURG &3 d Jgmr ST 9feu|

» TR fafAT st o ggmar TR Yol axgsil S &= § smard fvRar o 7 o3 ¥ 3y smyff
G TAYT! & RITTE AT 96 Tohdl |

» gRa fafaior &1 ggmar 39 ik Ia Uenfiferal § fFow s 9 Sdeifas ufomufasar sik fRrar &
JUR g
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3Ye N1 3R Yed dad= ¥ gfaar:

» 3M3YC IfG (21.5%) 3R SN g (7.3%) & &9 3R 2022-23 & TR FAYC AN H 24.4% B Ifa
¥ fore fomeR B

» HH ¢R% (@ A1d & 8 0-2.5%, A & foIU 2.5-5% R d9R AT & AT 5-7.5%) & A Th
YOafYd ST SHaRIT JATET TRT B HH B Toba! & 3R A Jeu saansfl T YRd & THIdul
T gUR IR ol g

&g SRTHTATSN & TSI BT

» fIfmior ST &1 54% ¥ 3% SR ASAIR BT 55% Uid A8l § Biad &: AERIY, ORI, AT,
e 3R IR US|

» T faHr YA HRA & fog, It &1 g o & faem SR o tieig & ary-ary yffy, o™
3R foTelt oY # T GURT &1 AR HRA Bi ATTTHT 5 |

MSME TR 4T ¢

» THIHUHS YR & [AFHHAT0 Thd O SUTG H 45% &1 ARIGH HRd & IR 60 AT AN &I ISHIR

3d 81 ®H Yol Fax I 3R HH IdTe 9T o ¥y Hiuass Wdle- THIHUHS & 9o
yEarsil # fIR, AR 3R THIHRU] 63 & [o78 T=Gd &1 ¥ehd ¢ |

» 3y d% & U, fafator & Afgen sriaa UifieRt g6 ¥ Idred & 9% &1 gfs 8 @l g
» IR & U SHEAN, SEEN R AREHR JaUTs o Tgred gl erd &1 faen e
SR & MeTfRd B Ihdl §, 598 gHa<h ey o1 s fiam

Hfasg & de:

» PRI 7o @ YRd & Shidi 7 fafFaio &t RS8Rt 17% T 9ghx 2030-31 TP 25% 3MR 2047-48 b
27% B bl ]

» 37 Al B! U IR & U AR H1 H ST H GUR, uR=me arma & &4t 3R iforra Iurd &1
Y ST Hgaqul il

e

» YRd &1 AT & uRkady & g W €, S Joied AfaiTd Jaee 3R TRt & ai &1 gHIasiel!
et J URd |
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» Safer Fudss dH A T Holgd H1d & 8, 3 37Ye anTd, &g sRigad oik THuquds 3R Afed
PG & & HH FUANT ST AN BT JATYH BT gyl g |

» fRR GURY 3R Hfaa oot & Ty, yRd srot fafafor emar & sFdies #R Tdar &, sl
faeTa &I fd T T § R 2047 d% TS [AwRid rfaqawit a9 & 39 TSI BT U HR el
gl




