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The COVID19 Crisis in India = Impact,
Response and Recovery

Sebastian Mo

Abstract
Tiea dtlation prfor 1o the COVID, a3 biolght oar in Maotris, Sehastian (2020 was probietnatic With
major dovadown and helshtenad uncerstainty In The Tinancis! saczor i the las year belone the Giele
“The recperse of the ABI, free from s consenvative shaebles now followed the LS into expantims
liquidiey and suppartingthe financial sector:In ways that wers guitis radical for the BRI which svan
dufing the Slabal Flrantial 52 (GHC) had to lis perdlatsd 1 See. Thie were nosrgumenti-againa
the need to adopt suppartive and Sxpancionary monetary measures anl the govemos with no
doctnnziee blinkers coull aaaress the realmy That helped the jnman finandcial seezor and 1 may well
Have avoided a ¢asp orisis.

Hiweves, the govemment in its fiscs Fesponse was barely sdeguate, The 720 lskh erors” stimilis was
rriseading Dnjy about B 72 |akh erare involved expenditures directly or indirectiy oy 1&g
S Gdmourss meomED The rast wess liglidity, orditand Eua'ranltt.— mieagiras, and Imdudied & borrawing
It 2nhancement Tor the <iate govarnmentsTha responie wasiin sharp ¢ontrast to the responss 1
the GFC whan the el 2ovemment toek the leatiership role 1o pit 1ozether = ftcs| package and
persuade the BB 10 expand [IpndDy, = (essors the growth To Bmest s ongnzl [evsl, The
adipinistrativE mesdures O teoritdrial lockideawns sy have dane ||ole to contaln the goresd, bt
imposed great hardship an the seople. specsly the migrant workes besides analling production
wanisnly.

W= sitimare the unconditional Impact of thie orisic{ e watholr the fiscal raspondal shalld haye takén
the geonarmy town from jts Z2016-20 valus ta between 3.35 and 12.23%, and corditions on the

somulus to 8 value of 5.1 1o-2.52%. most likely closer w the laner. The very 2ady estimates wers
somswhatworse, bol the ResetveBankaf Indiz {RE In respanding saviftly 2nd in King snsuesd that
thare wellld not be's manetary canstraint and heege 2 dmgilar espenditure model could b= =g, The
negative impact thesefore wes unduly larger that what i nees have seen

W= I:H‘!r;g cilit the pasinmance ol the Sodiiommy avier the il paviod ahd B suksszalient rBoovery,
Sinta tha decling over the lnitial guartar ghthe COVID erilis was 1teap, bﬂrhg intherange of 20 to 305,
growth oyer subseguent quarters of manths in relation teothe very low levels aopear High, The
performance of the stock market which (s seemingly ouz of line with the pesformance of the sconomy
we rorglder first 16 explain why there Icraally no pursle fizre dnes both the discdunt rize had fatizn
sonsidarahly owing 1o thefall in theTnzersst rates over vaiious maturithss, ama costs sth 3s Interese,
ard tan (porpovate] sesides labots hag falien, The effecs of the ofgs wes guile severe on the
tranutactaring sechar, and not all sesmisnts have recaverard. Capital goads and durabes have et 1o

Irens Srafeset, GO ntuts _D‘r'\'h:#"_.- sssert Remc And WEEmg Professs ledids inshtulsof Massge=emt dbedaiag,
2emal| iz Sgin =2 iy, TSES | msEs

Ifhe s anafyzE m "h-.: Tir=t ©=% of in= paper wes areseraeg o ove ssminas. Fu Morns: Sebaznzp 'rFlEL‘rE o anE
IHE-J-I. 'E..u: i A=z 5.-_:—-_'-!“_—1.:—‘ 1Eﬂ}




reach ther pre=COVID fevels, Emplovment recovery has heen most nroblemanc, Wa bring our the
ven 0 smployment. crezlit, portfollo and dirscr jovetimsnts, dhd slia raviaw the manétany
develtmments This maper is concernad with trawing aut the trends 2na the mature of the recovery,
Wealzo examine the details of the govermment and RB'S response 1o undesstana the nature of the
rECOvEny,

Sertian 1 Sityation beforethe Urals?

Whzt was. the situation st before the Crisle? We have shesdy brought out the situstion Im miuch
detail in Merre; Setiastian (2030]; it isneverthetess yseful tamecall the same:

Fhe Iridex of induzteal Draduitian | I9) far FanUfactuting aftet grawing at aftbhyt S5 {2018 kad |
slawest own To stott 32 ol mig-2318 12 420 5 2% in Nevember [December 2019, Hang to 3% fust
tretorathe s Werst perfonmante was ATl The canieal geads secor, which reacned aoslgrawth
(Gr =183 ov=r mid 1 JaiE 2019 Fecolring 1073 leviEl ot =104 an the &% Al ths ofisic Only ivisimediats
200yt (a2 ¢} and piimary 2oods (53] thowstd 3 modait recoviry, Carsumer ghanel nessr 1esaversd
froem) the delayed effects of the demenerzation. &eTah'ae i

=iy 2
Talle 1- Graweh of INEES 62 10d0EEHSE Prasubtise (I1R] [5 par Srnadm)
3 Biedlzd Veaight | Armusl MEntiy
13 [z} ) )
Arig-37 2728 Mrzgan = Fuh 2030
. . dus0
- Wmins 14373 E3 23 P 4= ey
F Wapufsaunng FTE¥: | As At e 15 32
3 Eeanay TEmd =3 54 35 31 51
4 Geperal Index faif] 0NOT LE a4 3E 21 &3
b0 Da=ed chassmaTian

=3 Frimary goos 22050 2= 337 35 16 Ta
T Caritaizeods SE 28 27 43 a7
3 mtemmegietd zoods 7230 22 iz Qs TEE S 2

3 ihestryctare. Monstrughon 12340 22 35 23 33 Gl

. Zo0QE _ o . . - )

18 Lomzamer durabies 23840 = s =3 <33 5id

11 Comswmer non-durabies 153 7z 13 4 3.0 24 i

13% H'-rﬁ*_ﬁéilr_eini == 1Py gpil— ’S'I lLegis =g8

The zuta<ecaf: 2 fetor that throligh It linkdgss kk very Imadrtant for mahufactyilng - kad «e2n 3
predpitols eallapse t5 S30% a1l the way fram theezry 2018 {um.d- hag seen & bouncs h-&tkfmﬂ'l the
demenetzationt and bump up eng 2019, biut still negative (-153). Sontames movemeants Had 1sen 1o
1040 i iearly 2520 just before the COVID Crigls [t collapse to -208% in the first month of the crsiz).
Exports b tallen from & Figh grawth of 205 In 2039 (Wheh waild dafiand haet Bean high) o 0%
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tetors the COVID Cnisis-and the early COVID Manth brousht it down w@ -35% . Elsetrieily SOnsumpLion
fell ¢ 0%/In Maich 2020 Sy thish 3 collapie And eapacity gtllzation wadbelaw £522( n the denthy
af the Crigls.

Consumay Price Ingex (CPT) inflation- 53 hag besn the rase for lohg co-mewved with: fosy ana fuel
Inflation, Dvenal oreintistion had Bean falllyg Snee 2635 (3 5% and befors, 1o raach thi loyet of d%
In Jume 2047 3nd ggain in ﬁ'{&wba' 2na ;3.5$.r,'rqeﬂ Irflatzan baa b=en fa!llng sinze 2015, But
shwedd 5 dharp increasean 2249 rrthe ronup ta e slections and therealterasthe spendmg ine. on
Mahatma Gandhi Nathonsl Rural Employes Guarantss Stherna [MGNRESS) was revliad and Dirslt
Benshit Transfets [DET] mirodlcsd, Intheface of weakenad logistics. And than 2!l sgain as MGNRESS
post slections was reducsd. Real interesl rete which have slways been higher than 25 may have
reachad 5 high level of 4:3% end 7015, but had tallen since bur remained st sround 25 positive whan
mEasUred with raferienis to the care.

Natretsry Davelopmants
The delelopmants n the plonetary stde wers &4 follows

1 Yiedds i govarnment-oond markets rose tunng 2038 1o reach 2= Migh a5 §.25% (10 vr) and
tell gnly feom lagee 2018 20 mId-2018 Snd-again ross || 1o 7-25% & 2019 1o 6]l thersatter
1o 87755 And the anevyear hond 120l 1o 315 Sun these rates waes vary tigh in ralatan to
the global markets, well shove thedeprecetion of the Sumency, ans even with reference 1o
L= core infiation inndia.

H, Carparate bond [AA4) yiclis began o fail anly sincs Tate 2018 bot remaitia. high with
soteads from govemiment bonds Tncreasing. For AL bands the yidlds Bagan to fall anly from
mig-2039,

i With the COVID the "policy saten” rafio and meverss rigfho Wers Wrgught down <harmply by tha
REL howessrthe oneyaar bany \Ilﬂﬂswhlei’Fﬂ gid daclin= continued 1'b= shave 1he repa
rate with the vield curve stespening even a5 the 3 fanth amd 1—rr|anth t-bilis weere being
collarad. Thus: the RE's Targeted tong Term Repo Coeratucns [ TETRO) measuces 1o buy long
wiETR hot yet wWarking.

v Mezaiiss of unczrtainty had be=n riding sine miy-00719 25 the NEFE gnd banking cias hag
ot bean aduressed commectiy: After fafiing 2 Bit i jate 2019, [ust betare the eye.of The orisis
L=y roek ggaln shalply again. Theimpact on the corporate Bond matiet was even larger 8
the yiski batyesan langzer 10 ' anif Shorir UUFtion bishi< Wuladed, '

The trends s Teatures that were already there tiefore the COVID Crisis nesd 1o be recalled The
slawing down of grown had bean happening since 2012-13 with ahly 2 bump up o the growth In
2018, rhanks 1o the recuvery from the Uamonetiztian, = higher growth Seting through owpors of
pands artd services dis 1o the higher.growth of the World ecanamy in 2017 an 2049, The perica from
I11-12 may oe charactenied 28 the |ongest penad of Jlow growth since the Great Liberalizaton of
the lh 1993-92 and 199283

Apnroactl of fiszal polic

‘Withdrawal of the fiseal stimulus in the waka of the GFE in 2009-10 2010-11 frien 2001-12 pyward,
with the stidst whammy of manstaty saueeie &1 well wees the jmmsdiste causes for the. 2rawth
having corme dawn fram the high 3% o so from the periad of the stimulus: interess rates nad risan to

‘wery nighl IsiRlsin this monetary squiszs Thz RBI wat no doubit chiasing an "inflation” that kag bzen
over 011-12 Bt e wiss partly:s “Wilk-o-wisp™ Gnce it wat basad onthe epor [ tha measuréaient .
of the hatse reptals, wiich pashedup the messarescors inffation, ans parthean infiztion than needed
10 be sccommonatett. The REI had maintained & targe positive real Interest ratis given s Inflaton
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IATESENG ard the efraneaus messures of both the core nnausn and infiation excecmations, 83 we
arguéd, Tl simest the Very endt of the perlod The R8s épprasch (o the Eger tantriem In 2013 =
e!{ﬂwh‘gﬂﬁ I1L'lEU'|:.1It'Irr ta dry up- fursher comtritruted, by ralsmg bond yieli#s Smesthan for air‘cm ki
10 HIIE-17 the foveend bong yeids were ner being wollared By the rego, indicating That the rapo
window wias not apen enolgn te renser the repo a5 the polioy raze:

The overriding pussull of the Tiscal deficis @argess oy the central gowrmment wes carainly an
important f2etor puiting downward pressure oncdernand, The covermment's spemding may Nayes baen
¢omstrained by the bigh growen thiat the rel nationisl meome GVA 1112 saries shoWed This was 3s
Tuch 55155 sbovsthe r23lity, atleast inthe it fibe yean of the terdad. Adoed 1o thatwas the datey
i spending in e first twe vesrs of the WMad| Bovernment that retalted In signifieznt yndesspending
10 skl 1o the fecsssionary oressure MENREGSS sxoenditures ramaned canstramed 1l just 2 wes bit
hefora thie 2019 alettiing, and sfter thie elactinns was staled down to bsat 5 1w R 20,000 erars,
“The budget for 2020-21 0 the 2vz of the COVID Ol provided for s mese 3s 20,000 crore Oly the
new Direct Benefit Transfers, the centinuing sxpenmitures an e National Highway Develosment
Pragrarims [NHDP] ang the Prime Minlstar's Gram Sagzk Yojyan [PMGSY] kap the sconomy ginag at
tha modese growth (a1 Private Investmant oyile did pot revive and cohtinusd to/b= inlited growing
far Hower than ever since the 6L, fram 2011-12 covards Damgnesization further comiribsed to the
IEEesSIONANyY [ esye hur it s moeh a5 was Sxpectes snee the dadinein cansemptien sxpendiores
rollowing tnedaclingin the intomes of the unorganizen firformal seczore wias mucn defayed.

55T raned the “effective” 12x to GBP ratle quite significantly given the difficaity-of sveidancs of tax,
This happaned aver s oenad of arcund 15 moaths since (= introduction. The “effective indireer ok
Fare” had theieiore Increaced Amd thi pint the afonnmy Into 3<lowdoih with thegrowth 1alling fram
Mig-2018 onwzrds until the 2= of the COVID Crlos t reach 3 low 4% Therz wasno n‘fmgr&non that
1he higher effetlive 1x rates should haye been accompaiied with eithyer loiwer rates of snhanced

“spending sisewnsre The sovernment congratilared (ms=(f on the incresse in the @i 1o S0P ratic, and |
dlarad dionaiek an the tax SUthorities 213 tine whan the poniinal GOMwad rlng by & mane 0% or
5o, reulting in comtinuation snd pethaps height=ned high handed Belavior on the part of the tax
deparmment and I nreasng gncermaintiss whlch made “animal spirty” lese U last breadth en the eve
of the ofisis:

Unferiunataly, the sommimant with 3 vew 1o reves private estments, o0 S20t 20, 2018 announced
“E BT reduciion N the Orporate Ta Fals Trom 3boul 3RS To 225 maling the affechive B rates
dbtlt 25% ey the cecs and other distortione 3= cottiflersd  FUC asw coinpanles the redlotivn way
from 35 tn 5% miaking the effective rate fall By 10% 1o sbout TP In an enbirenment when demand
was shuggish and uncertamiies high to which the govermment too was comribiating this Tax cut could
N have dore snyIning [oRnNVaLE IVESIMEenEat ieaTnatin theimmediaze term. ThEToTpOmIs Secior
made windfsll gains, the markst cipitallzation went up But dbviously 2= was aiciad by nearly all
commentatees, there wasnio pur to ivestment. Around 7. 145 lakh crore wasthe give sway The
same tad T been spant on actual expentityres ot |aid autin the form oF 4 (Uime barred] jnvestment
1w credit overriding MAT oould have:had 8 more posiiive impact on Invesiment spending.

Rize in \Ipcerzainnes

Falley uneaitainties siiesilly an the marz Impartant suto caarar with resard To the future withian
gatly rumoe :i'ralgﬁua—!mﬁm weesile biars ﬁuiiﬂ_t:nnnﬁenuhlmls diwaery Lhe Ingdustey, Highfr initizl coet
of purehase an actotnt ef wighng of neurnge was alsd sdampenerin the dermang fir 3 F
GovarnmEit was also prone o Woesseth responses. Tak 2uthoriliss conbtirued with Eax bErrovism

diesBoves Toskey (0194
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despite theexplict promize thar 1@ eenem woild be & thing:of the past mads by the Fnance
hfinigter of fadi

Uncertamiies went up and the mostmpartant reassh for the same was st the crotifems of the
banlkirg sectar —scpecally their need 1o shore up thelr nel wirth — wat adorsssad I ars angonly
with miuch deliy. The RE's Stteapt to work thralgh the Bk by Increating the liglidity-svaiiable 1o
tham and the palicy r3tes; would nat immediztdly affect the honger turation (3 v} 2overmment e,
et tespesk of the comerate Ionger duraton ond yiekisor the expertations. Saatained low pelicy
Fares with smille latildity-and belle? that the =ame Wolld chntinus for-a whila £ Imfiortant A said
befére the vary interest rats targéting which makss the 331 raspand 10 Inflatiin [the shon penpd
variance here belng entirety dus to mommodiRy prices) rather than the expeczed jnflation in the core,
|= Mot cenduene To TormElen of expecanians of the leng pened rates especa|ly ona movsment w3
lawel 1avel Thus, the measure of the slofe of the yisld cirve fesz dding the Hist three mimthe of
3020 ¢n the 24 of the Gas, when the BB) haat besn on 2 path of rate redustion

By end sWlarch=nd desplzs tne Tananth TE rate falling the larg run rates dd not fall, not 1o speak of
tha corpairata Band yislgs, T, It was dear that the BE would have 1o 30 diractly on the financsl
Intanmediarizs |f nat on the non-finencl corparstions shoesng up thilr liquidity 2nd frente their
solvency aver the (s But the reaction of the R8I was 1o wark mreugh thestandard roates of the
t=a0 and reverse repa. That the Tmorth TB Bl raze fell palnw tne revers rapo meant that shis way
# r=2al redlietian rathat than @ redudtion With cadis rationing undar tha repa windesy =< the AR Kad
been wonl 1o do sarlier '

Section |t The COVID Crisis and the Rasponsa

Thile time around. géspite the crisi that sholld have led to massive capital tight Iraim Ihdiz fany
de\liming country), two imporiant differance from the 6FC may haw prisentad any ugnificant
comeagian, The COVIG crisls was unnersal, with all inelising the developett countries baomg it, 2 limle
earher no doibi The developad coonmnes jed by the US and UK wnere it hit early tother than laly
d [rah), respendist] qulckdy sodd WithoUt Mesitatear With smdile Iglidity and 5 lowéring ¢! the pollcy
tates. They were alile tobrng ous the drange m expectatione rather sodm, This may Have resuited T
2 gresgure fos intlews, and the RE) by buying:ap sollarswas abig tamamtain MLans M3 on trajeczony:
Thia Net Foreign Assets (NFA) hag baen falling in the immiediste pre COVID mionths

The anly pratdem with the infiz! measurss of the ABIwas that the ||widlty flow o the NBFCzgni the
reductive seLtor was delayed somewnan, whish [T oot e done by deling directy instead of
thiough [he banks Th measurestn put 2moratarium onlosn eepaymants warsed off 2 crisis that
coglid hase widenad quithly. The lirg= lauldity meatures which resylted in she fall of low-2ngd ratey
and the introduction of longss durstion repos 21 lower rates, meant that the besihnings of the
EXNECIALGNE AT HEHEr ana Wil wenss 13l In Syncowason, ta Shore UE the ecaronvy,

Tha loghdowns were maez knzejerk and poorly Implémentes), It could nat have Bean otharwlis givn
the sssantlsl weakness of the pofle and tamitonal adminidiration tettrategise, The Frme Winister’s
INiErEEIVE LE NEve & ecnplets switch aff ofall lights, en 37 &an] 2020 precisaly at $u00 pm, o yse the -
coeEiion to bulle “Unity” sSnd consiteness 2meng the people with resand 1o the criziz méy have
wotked i the long run, But immeliately the plospesss of 2 near disaster was in the offing, 1t was
avaiied by the quick responss o Zeanng up by the slacintity systen 2nginsars after the PM had

-
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tls=fully announced the “peopie's measare™ 3 casole of dave belore Engineers realized that the
IncEure could bripg ddwn the loiad by & much:as 15% ovee minlte, which ne siatem auld has
hsnuled an autemstic contrals. A shitdown In.one area could have led to castading ity

Merafully, e eaginesrs wars 3l onssite at power plants 8t key switchyards: andg losd dispatch
canters. \With [redimeant) comunlinicatich srangements 2nd they, were able 10 meat the firustion-
baith, them:hh;nﬂ =ntl the: iﬁ]ﬂ:mt;hing&h afthe (ights Acruslly, 21t wrred e, the load el iy
mare than 20% 1o about 325 smze many enthusiastically switchad off nor enfy fars and lighss but also
‘othier deviced (some fearing bigh voltage atd Freguenty variationd], amd not only at homies but in
mfimersal sEamzatont as well Within the 1T Bombey Pover Group thit Epleade was widaly
dlscussed. with some exprassing shock that 3 risk of such = neturs Was impesed for pure symbelic
value SesaizoGozhwal Anshuman {2830

Earlier on 22°° March the B0 hag acked pnple to "ﬁlm Blow conth of ring b=l for S minutes ©
tammend the =farts of those ﬁemmg the pandemic” . Bhaskan, Ll 12020} Thﬁs-e scxasions dllowed
peaple to gatner 1o anly enhiands the spread of s wirgs whlizn by et was knigwn to be Highly
st Mergfllly thalsh, ecept in GllsFatsnd MUmB2L thz vind rEay figt FEve basn sssiid
thiz £arty i indie. - ' -

T lockdown [the firet af many) from Warch 25 all theway 1o Apell 14, sri trean ectensed In many
TS Wit gubnic | sFY) the ledict, Bl cheimiial plants ware Kagily chur, without the sl
pracastions, £9 that In their retpening many, manths later, many lives wers lost in solesigns #nd
|2aks Fepdams rficated THID INers Were arciients reEared nem mest caenvealcisters with langs-
wlant<, Guiarat and Andhra ot natatly, A le3st 75 pEople were illsd and over a 100 ljureld
frcdeding to thaglakal Warkiars ) Hian tye 5 the haiards faradin rastanuing thass plinte. Continuaus
process ndlstries should neves have Been shut snpiay, 28 THakir, Lve (2020) and Hrrfdu Bismess
litne {2020], In 2 country ke India, the deatbs woulkd be significantly In excass of the reparted deaths,

sinczimahy of the eiamizal plants a2 inthegmall<rale tector, where<sfery & Rardly 3 ariadty, Tha
Istrer saurce alsossemen to think that 75 was anl) & consanvative estimate of she deaths,

The Fctual contilel of tre lockamatis may have resuiled in gusker. spi=p ol thewvirue: toekdbrrms
m=Eht that entli= falntare wess shut, With (3] sthonbes wing with sach ather th shut svanythihg
Inbludirig' aven sl transpenation amg meen sale of essentla] qems. When within 2 week these Had
10 b i e =nops could net e Ment open Tor more than s Tew hous. This ferced oRonle 10 omsa
it 2l thelzame time to crowd around sHops o actively spiead ine dizezsat Ta Ihe gallce, SHUttinE
deiwen precitaly 3t the sl of the g=riod wes all that they wet s worrk= about. Alllouer she country 1he
crowdiTe 1o buy essentia) sands was ampitfied by the {2t that in mest places shaps nd convenlencs
szores were sllowen 10 be apen tora tew hiours— sy less gran 40 (0 was not surorsing rhar the
ImdiznSdministeation responded o manely,

In larger markets I dessely papulsted arses peopl could not haye spaced themsslyes (o besp
‘diszgince betwesn:ihem. THe crowding due o tne Tlmetsy 1il1'|iﬂg:=_. weEd =0 comglete. thatl even il ane
oaiuih HEN the wirus 1t whyld Hsue-dersad 1o many in, th&*‘mﬁ ar funtrads Ti"ErEfﬂl'E whersuey
the seeding had been done (Gujaral, Mahzrashtrs, Dulhl with Tech intasmational movemang i the
maonthe netors Marh) the dpresd was sccalarates over whal (1 nesd have been,

It wasdla 3y oppartlne partad for strast and traffic polls m snhand they haftic Thay wsre havdly
tethered sbout emsing socls) distancing, BaT were keen To cateh peopls in cats even 2 coupls when
withaura mask/ o 5 mask 1ot ety on the te All because they could extracs heawy Nafas | whis
Eowding went a(ound among coorar pRople whose siall pulses ditt Aok mert thelr stantioh



Except in Kerala: Thers wes ittle atesmpt 1o da consars raome. Lackdownscould navebeen lnoal anid
mor dpeclll had contract teating besn dons [nstasd from the wery biglining I was diy sad |
festionwits, snd territoris! rathey than fumctasre

Gives the tErnbonzl acentation of the admitlistration, the axtrame oz in produrtion. end thwasiagse
of paeihahissgriculedrsl pradlces wed candldershls Ty gries fol pielthalisd Shil <Oon-aven for
no-pershabies, roze whille the rmiral orices were *wasssk jezding 1o = frasture & thi markate

The REI though understond the satne corcectly 3nd dill not respond to this “inflation”. but the markess
bas(ng Jrs=if an the gast héhavlin of the AB! 10 respond = sy maament in cammpdity prices, 16r
2 while thesght othenwess, The COVID Tndls wes both 3 supply side and s demand sidd orse, Butm
Intha tne oroducuon:snarealis were snhancad due o the Terainy an Eenmonaliny o the shutdomwns,
Feit guits & whiie the "essanti@ity™ of the senvite arthe conslmption was th ahly oitaris o allowins
ihelk supply of mévement. Soin enough 2 stocks gatover, movermernt of goods had to be allewsd,
and lzk2s infuts to essentisl senvices and goots with much ralictance an the part of the 2utharines,

A soetion of thiz middlE cizizae [thots with gavemmait olis3nd on geamansnt cantracts) Hals gais
fiime i having thres momeh long "mear “holidaye” some ‘warking’ from Home Dthers onusily contragts

suffered hgely, Senjor government officers worked withouta break: Sated communities; tehaved.as
[f in 2 dystopian world te pUL thods defiendent on aally woll o tremandos hargship, The tragedy
was thEe this ddiministratibn end the police bi=ing Influenc=d |h their Beelsbeand fules from this kind |
of immedisis meederk resaians of the salaned miodle class did grze damaze 1o the scnomy Bub
arTicearly o the thoss dependent uan dany woik

VET hordes of migrant watkears kacan 10 move back 1o their hom=s, cltan trskking hitshhiking snd
eyeling aver |arse distaness —even the most basic of transport had Been shue- n the millions. And
reporEs-of these endiess soraam of workers on The imsich Sno an Cyoles on emply rosdsant alang
FallWsy taeks with no trains bagsn To toma Ih Dty thel Wid the zdininistration bacameayars of tha
extent of the migrant lebear in India’s prostuction, |1 was 10 the yeoman =Hfors: of 3 large mumber of
NGOz and groups of de-gooders wiich emesged spontaneoudly fo feed themigrant walkers: andgne
Iharmi'ralians, that -3 humah siagedy Wias avertell. Eisen thalr mesgresaiings were of litte halp sinre
the ladkasine meant that the sl thean eatarles and rastaui@nte frain Where theis moaly mals
worksrs ats wers dhut, The governm=nt did not vem tave 3 sense of the order of ths numibers
Invciived,

Thaizhad bean rny studies and reporteon figrant workars, both offisial and secondany. Howeser,
the sovernmen beine srtitely territonal in as thinking. could not have cintended with the aspeer of
ITHErAtion), DEINg constrained by Ihe “mode|” ot 3 worksr domicizs In3 gammewar alase; with 3 tirm
cadidrezs, anid lUiHg with his damily, Fora Lﬂmralnwve"stuw bl ilgration Inlhdis; oo Tumbe,
Chinmay (2018), Gné of tha wilys of redi<ing union sctlidty was by r2earting 16 migrant workers The
pomitinznen ahh&:.r_l'nsm In the Iabar market {2n elite arganizet work fores with long t&rm cantraces
of permaniency st an “atganized” labor market wnth no foerkal contracting, and whete wages were
Sald by the Sayl and the £ great regional disﬂarlm ity Indlsyysal deusinpment and stonhomic deyelapment
(52 Betwesn say Flaha'! ame Orises an theane hand) s Mﬂ‘-.amhl.ra. Haryana et} Gujarat a1 the
othier, had |n the era.of rapld growth sirce the SL reslzed if) vast migratian andgrowth of infarmal
arrangements oy both Sovarnment and PSUS not zo speak af the privats sector. [Unini, Jezmaol, 2018).
The eyrstruction wndustry Was aimest entirely, based on Unorganized wodlze on dilly wagsd end



predominantly ar nigrant fanar {rom the paore) paris of the cauntry, &Y theze facrs hag been widely
o, But nat for the govemmant —nat &2 the |skior departmant ©

Ttve potentiai of the warkers to carTy tha oisesse back tofhe witagesand the irgenar with veEry infenia
thedical facilites waswiery high butmerchuilly for the country thesseding of the diseae amongine
watlers ever in the localat in eater Ukelabarashers Ghjaiat, el ahd Haryiars watlow.

The ludicrossness of the Yermtorkhity was on dupley when in the vast sgglomeration.of Delh, the
Brerflers twesn Delbi proser, New DRl [Municpal Corporation [NDWC) 2real WP and Haryana were
ll clacey, Znd zven doczors and hurses had great difficsiity In 2resing) And 11 ook many manths f
3 resalution! Peaple-one side-of 3 read seabifig D sceess of provitle =mices fst-across: these
“horders | 10 aNOTHET STATE WeiE DUE I mueh hardship

Qe the uplersal Jodidovms were [fted, lockdbwrs on the dikist of Jodal authoitizes bagan,
Movement Was 3lso resnctad given the memmriality, Arees open, with meus-giteat rekstians with
each pinar’s could notrestart predoction. Many of the mausinial clusters including the aut duster
Hojing = srart Kad to shlt agdineven f thelr Ventlars were n.open deat, snos1hs maenial would |
heave 1 piass threnssh sreas umeter ickdown whith sssentially r=ant ne rrensrmant. In semefrstanes,
employers walted far the migrants 1o Teturn byt thay could 1ot have giver the restrictions: on
tnoivesnant, and the free or 3l arection af Darsrs:

smee the s=eting of the vires had |uet shout startad. preperatoes could have bespy mads, and the
-approach coedinated foes efficacy, betare rusning Info 2 thoughtiess wruversal jockdown, whose
dirensions only detins( on|y 45 this chacy uniblged The opietiTunity 1o swteﬂze the [EEBONSE Wag
Mikecs), THE migrant |sber ravements wers2ntiraly chiotle. So was the erganization of the m=dkal
system, Hese though, the valisnt persanal response of doctors and niatses, hat ales ward bays and
drivers helped 1o maze the msargamzanon and laoh of controlof the menical systemas such Indesad,
the c=raom dienantdandy O the Indisn "dyrmmin’ In Lonirass 1o the syaretil degelulenty i mati ol the
sdvanced coumtriss may heve been so 2dvantzge in these initlal days when the lesming Had yes 1o
rappan. DOcior and rurses were overworked; Bet continuad 1o ssve with few tireaks: Many who
[ad bean snatibily treated by the Sovsrmiment and were in dBpute with [ government, wnen they
Wers l!-:mght btk wolkéd withput satiris for I‘I‘Iﬂl'.Ll'H- gn end, on tHE pramise of 2 natarlaus)y s
poETImEnts 1 kesn to they pramises. Woutd the “systam® be sble 10 cope up Tn the tee= of
continued nye of the nfections and fazatinesy

Employmeant Schamea for Workers?

The issie of hrugrant |abotand theit mevement esuld hinie besn addressed. Muck o the movernent
0f the |ahde 'tn thelr villagaeanld home towhib in Extand Northem (idia fram NW indls cestared |
around Teihi) end Sech Ihdiz (eozczlly Kessla, Kamateks and Tamil Hatu) end Wast (Maharashtrs
zns] Gujarag) kappered when the s INBRSDOM SYSTEMs— raiway and buses were shun T2
govermment kad ho duzol the extent of migrant labor.

My netuding the author argues very 2arly for 2 quickly putting tagether sn smpleyment fhols out
shems on the Ines of MEIRESS with somewkat lugner ywages i the urban ang induszrial sesssin
the degtinatim states. AT1Emrin the murs Ilngortant indUstrial Llsters, and (of congtrucsion sitesthily

¥ rdig pOT sRooy ME wRET S TECTEE INCEEITY |=l-:lur4‘r:—_'r'41~artbupﬂ'15§ S EG-35Y WEL I WS Tew LNay 2 ane e 2aor

) aet:mmpanraf smrmesd e awaEtE thas tr=rs wers mghs 1 Nalt = milisen megrensy o inendEns s ma ass
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el have oeen isoIuesl, Inoesd, consEruCtion pamicaiErly couid neve osen ke8pt open, 2nd the
edntistmgtarvicand Indiry = ctent. movEm=nt by trucs alw,

Migrant iabior = typicaliy on daily contraet even if they amme work an the same site for many monihs
end even for yesrc on the samie project of In the same company. Mamy are tirsg through labor
merEcareangd the hiring 1< on regilrémsvs that &n chiangs by the dayl 5o muchi for the l‘ilTl-!ni!:ﬂ '
lzck of fabiar marker flesibility |m indiz, &2 3 lockifown of the total Kirtt which happersd !iw-w all
WOTKErs O T The strests, Many, wiigse employers /contraciors were willing 10 pay Them sulis sience
wages oler Use lotkdawn, nevelthalessital ta v, TheteWorkers weredefieh gént an canischs And
messing amangaments sun by Infarmal businesss: on g, whith wese sfl dosid by “prder™ of 1he
state, fargng even thase workersTo begin the lang hike tack hame,

O eourse st colld ndl have sHordad the mdintiance of tvo Holsaholds . aaw tHat thay kad no
incgmes, 2nd could anly think of Zojng kack homa 1o cave on eipsn=t, That the workers oyl nat
hold on tar evena month without incame speake of 1he areganogs naline :rf'ﬂ'-tEFrTI'tl:ﬂFHE amd points
bo-the small diferences in Wages rates that attracs bice collar ang informal sector migeation.

it was anly much [ster thar the gowrnment cauld even think of dllizaing ratiom to be driawn by
migrant. warkers, of even of fobd packets far them, NGBS and da-gooders, some restaurant Gwhers,
In 3 latge messure took care of thenngrant wot kers food neens along their arduols ks routes, aften
when Undes sreach of ik=ndtive pollcamizn. A the desibion m akers ming-<pees tharess no plar= 1o
anderstand the ile of 3 migrant warkers. The lifestyle of the urban middle-stass formal emplayes, ar
opve with fces cantraess. or The urban shookesper with iz nome lese by are the enly “modsis" they
larbor Actisally. ISwking by petile who come 1iom Farsnd stay in hovels, or return back to thesper
locatigne & ey arge sapeeisilyin the larer ciies

Rimijjeanepusemant ard Supply Shoek

The COVID Critss even 2arly on was reallz=d 1o be differsnt from the SEC It was thare everyahere m
 mateer of menths, sod lpckdownz:an ressrgtions of somejond wane i mEee aimos universslly
Sitept in China. Thatsigniticant oroduction would belost was obviols. In Indis given the saverity and
the wal su=ct of the Jockaowns pioductinn was sxpscted ) syffer zven mor ??ndur_ﬂm
resttictions 1h the restof the world c2n thearly be expected 1o manifest st i i Elling demeand
aperatag thirolgh the sxpiits of gooss and senvices. and Inis IS-1rae for 4l coumnes so tHat the
datgng eflets wers 1ol 3 sl mum of 153 Sand moet lkaly 3t doutile this livel, 2iven the fasdbizet
effecss. Roweer, Lmllke thie GRC the unceszalnty wes nos quits fundements|, :}ru:e thie impace of the
virss on human lves was miniscule and not enous 1o sHert produnon had |t beensprean ymiformly
over acoutle of years (INalIne pandsmic was expacied Lo last) But pansemics are naver uniform end
thalr bunching with 3 Veshule sypaiclon fevponantsal growth and dadline 35 immunity Bullds Up)
resudts n overcrewtiing of facities and ey deaths |@posnmg togsther The |otkdowms and
rEITETIONE Are ecesEiiated by asooery thar lvesn the mecha, becsyse gihEryss CovErmmears
would BE s22n ta e doifig nuthing or to be "killess™ Thys, enotive and Hasty reactions Fr Incvitabls
eywhare aw well as panic rg,a-.ﬁwmu In the facz o uncartainty, In Indié it vz imp=rative for the
govErnment 1o be ssen 1o be domg samelhing snd the severs lodkdomms pacihied the middle classe:
whes2 weight in pubiicomnicn is 3|l Too oftan oUT OF DIGRATTIGN 0 thisy NUMDESS. Hencs Ihe GUIpUT
omd usch M thizn 3 quaress (e sxpectad 1o s nzarly i

ft s 10 the cem of the govesmment that the summer harvest went almest as vseal with no
Inzerruptions so tHat soveable grogutts —grains, poiatobs; and stih commoditiss weie unaffectel,

e mrmynr At S s gyt loviss 300 wits @ rutsiilar a3 o gmr S0



The movement iram the tarms e the granan=s was smoth and withous nternptions: Mests sni
Vegetablez 4Uffaréd, but inemerganties mast Indisnd Gn makes tha quick trandtion 1o |lvitg offsthples
with very litie vegesstilee. and mazte to.2a by Milk producion too was unaflecsed with the dairizs,
ety Arrl shoaing the way: Tharewas riot even one-say when milk wasriot svanatie jn mast indian
DOWTES 3HU NEDLIETS. 1T was only Lo be sxpsred that tre fractute In supply thains onvegatablas wolld
drllee o logal (Urkan) viftanon and thattop only tamparzdlly, Tha shait daun an of traved, hotati gnd
tautiem was nearly tatal 3l gver the wolld, Jn India the shars ol thess seezars is sgnificantly lower S
rad the Jeckdewns not beep severs ang of the nedily sl type e mpsst due 1o ™he sapply
digrugtions -3 mdire sdemillc and. drordinated approEih-To the COVID Ay coulld Ravs s
$xpectad 10 be lower.

InVetion Paners
The nse m miestions follpws the sSandand Vertubst pattett of grovth and then dailine. Howsver
TOEEANT valiEnons calll cresse secondary waves In Inda the onginal sesding wasin Delht Mumbs)
dnd Kersia, snd gossitily Indlvnalabad and Pung, from wher the sofeml wWauld kEsve taken place
The Indian pépulation Ls sharply dividéd Into dlass groups that crossintaraet anly i & limited way, and
sogial grestings: involve minimel touch 2nd the e of public ranspart excegtin Delbl and Mumbsai g
thinimal by peepls comingin from zhrozg) Contact rating-In the utial daye rather than complete
lockdowrs, with perional gmd parg-trancooit ains Rept cosn would Bavs warked ito sow diwh the
prowih 1o 2 rats that was managealile by the madical ssten T dats o0 Indlan nfetion: seen =
fate & Ocoter of 2020 g et shaw the pattarn of & daciine in The raze of growth of the cases,
SUEEESHNE that the peniod of szading of different weakly interacting populations would go sn (v a
#fded-allt rEnne than 3l feestheras araller tountries and thoss with tvarasVe papistion would |
shaw

FiFst wollld Bse the lirhan popllatiohs cantered 3/ulnd theealy intection aress, nest thevstond arder
wowns, ahd much Bster would the neal Hinterland cinle 1o be affecied. With the ban &4 pubilic
tratsport this Would srely have been the (2= 20l the permstion to holtd palitics! mettings and
relizious garrenngs passibly negarsdl 2l the rossbie gairs in wrm=or sowing-the soresd thar was
WO BT EREET Gt a the etonorly, wWith sSeding talimg placein th deep hint=llaml Tha ear that 1he
ﬂi;grnlilh-g wp-rk_ét; wold seeﬂ fural _Ind_ih ceny guickhy wes i3 thep, but with the Eéiefm’giihjnngght
Thiz was et Lo Be, sifee tha mayement had hagpened well uefare there was 2 significant pravalence
af tha vires (o the muin ursan anl inbosteial acess which hag sbtraeted the vnigrants, i1 the wess,
fpith-wett and eyuthem parts of dle

Ecom the-standpoint of the irmpact.oh the averall economy the Crisid and the eekdowns was expeceed
Lo result i vast zutnack af produetion, fallin exparts, and demand censtraims forang closure of many
industries lhvelidng the gatharteg of many p=opls in on= placs resaurants, Travel Srvices, hotels,
public entertainment, sportifg €c, with the spending multéplisr 2%ects. Since the mitd) Imeact wes
aeih on the supply and on damard the ceasll mpars using sandars multioller modats woula be
urobistiatic Newvstthelsss Nrozd sstimazes of the ovissll maghitide of the Imsac, withalt any
guvaErniment pr centrsl bank respbns= (ather than that 1o shore up the gaymeats machanism) L
necessary 10 assiess the messires, meludifie the stimuilus underizken by the zayemment m
‘corjunction with the cenirdl bank. We had earlies brougnt cut that it was e fiscal ssmuluz of the
goiamimantely Chitaand Il At sllawad theis economies t0 coms!iatl oy trasl With almat 1he
sarne growth rates 2: before the GEE 2nu not due oy spesil neture of these scontemies



Saciion llI: Anticipating the Effects through & Meds!

ey 240y, we fad uied anoextengen cxpensTure mullipllet spproach 1o assesathe kely (mpact
starting from a 15% dgetline in the exbzenous companenis ol demand, including net supore sndwith
tha gavemment spending remainiig tha same 2= what was ludgers This b the heca cace Than we
soneidared vatioas paesible modifcations 1o the sare, suth 223 fall in 3utemmous comeumptian, and
FAOUS rEspanEEs o1 the govemmant, The miltipliers wers estimassgl, Ang the imesar ol the CEVID
Wi estitnated 35 B0 the tieeal stiimillus rieglirsd to moderate this fal] 16 tNe GDP Hera We rehon the
renles of she znalyile '

Weszmarmwiin The stanaerd markss clesnng eausnon of InComs Trom orad uetion Seingcleanes thicugn
equallly with sxpeniture

Tiniz, =.b:;+-g +exp—ng , whate y 15 the 0P and ¢ = 4. SEp.imp are cotswmption,
Investment: governmnent expenditare, expolts 2nd iImports’ respectively Unt:]ud'lng_ of ron=factor
senlee] andd Cr7 the currant trariefaes from abroad.

Neaw wemay wrile
erp =N, =2=Z,, 3nd ¢ = Oy 21 antha =3 4F the g ldie alainad from the dits,

Swndiery, mp = Mg+ e votne stanclaed Imsoet demand Tunotion, whers 3M: s1the exegsnouss2mm

In thieastithata for the Bnpot IUAEtion In the yen Beliia the COVID | 2019-20| ssbiming that March

i normal), My and 1 are sstimatad from the data foe the previcus = yean, sudh that the overgl)
[mipaTts are the same as that sven by the estimated funcuion for the year 201920,

¥4, this disposatile ncoma of consumens. And =4 + 8. vy, With the-estimates ot A; antl b beihg
determihad by considerhy the Last five yean o312 with the evesall copsumption epanditure haing 24
an the year before the COVID Crisis

Now,

Ya=y-+NFiI#+ T = depr — 1t — 2 —pt — re wivere:NE], ErT, (it ot pt. 72 are the et facees
Earm'ng_s frorm apmad, the current wansters frorm the ressof the world, the mdfirect busimess tases,
torparate taved percondl st and FesEinal eamings of comuirates, Futhelmore, weftay wits

l'bE:'bb'.]r
ct = by (§ —depr— 1ot)
degr =d -y

pt=b; < (v =1bt — ¢t — ) Lk ssutiption Bisng that NFI i not taxed|

t2 =5 (y—depr —1E2)

PULUng tee values abole itto aguation tbe disposable luame, we ges

Fa=y (b= (A—d=bs) Bt (B 255 +3) = b - =2} + NFI£6T)
Renaming L —b. = {1 —d'—b)+ (b, — b5« (By+8) + 5p=0 - [I =P} =8
c=A;+b5 G y+b NFI +F-OT sothat

y= Y= aau;} (45 + b NF £ 0077 + Gy + 5.+ X.] whece the firstzerm Lo the multiplier,



SCE SOVErMMENT (NVESTITENTS0ENEINS £ 3 OOy WaNnakie Wil arvate InveSTents are "sxagenous”,
wedepgiate 7. = Zgp + Lo Whers £y dnd 2. o ate fethectudly plivate and publlic ssarr spital

farmstion,

The abiove can be adtiniated Under variols assumptions o A NVFLOT G, Ly g 2 end X,
thramgh which the spected -:hu:h. would acts an the redl sentor, Thevaluss ot b, b b b s and 6,
beingestimated using the past S years data a3 an average of regression walue. The  the BXOZRNGuS o
Autonainals variables can be chEnged Uk tes z2owth 3¢ sl COVIDT, COVID2:any SUmIlL cases
10 both 2fvive 4t rough estimates of the exparsad E00 under varlods $sanatloe, The fiseal defiae and
athet such valu=s can then be aalolletel for each of the scenarios Table 2 below reperts the value of
the paremetars used. denved from svaneny of approaches that INclused regression, syerages vailes
forthe previold thrss yaars, 8 orediaudly svallatils valug, or walue for 2018-20

f=tig 2

Taie 2! vaties of aramaizes usad s modE| of cEmane ostsrmmation of HeshoE 2ol G0

Fasamaiay

[t Fnainac tax Yo &R reueisverses
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valis S0t%-188

Persupal ancoms  tmiss nergmwpnﬁ&hl-h

irame &8 Houeshbae BETOrE nag pertans
teszs flatant avalals walle 201617)
Aimired sacnings of worperias ) (e
Bepresarien = \ndireer Sutre, 1mes)
fateet zesienlealin ﬂ:ﬁd’"
fharoinai praaaisity 16 impr fResfesdnn
sitimate bazen an 25t L0 VEars dits]
Autennmgus i Hegration
shtimats baizd on bt 40 yEss osis -t
mEfEinal sraiandity]
Dogreciatlon ' =ae = {oncdimezian al vl
T2pzdl FE0F 2t maet prices {anversze of
s EsvEa]
Meramal ropenmgy e fomaumer
[Regressom valus of l2:2 20 yezrs geis

Medifgr of Lomaumpiin projgensiy

Gove |comsumpnan) espendiwre [Yalpe -

tor E}_F*—Iuj & )
st ﬂmEEBLumchﬂﬂ h&"’h:

Imstmant seenaing [2145-30]

Fortruts (e srSssmenysnon
e/

et d(y— €apr =)
Py === —rel
M — depr — i32)

Impsris =M —m 5|

HpeedE =M, — I £
My2teh rhad
fmpurse = mlue far 2019 - 20
d=pr iy

Episa=5- Ve
Fe =¥ —dspr —lbr— e —ps
LNFI L oT

AI=k—=1=&-)
(& =0y
I8 =] =3}

—by - 1=

’:Lqu.amﬁ sarh :mn E-Lp.mamr: L0

s the s aaﬁﬂﬁiﬂdrb

oftds copitel farmatiem Tar -ﬂ‘iﬂ“ﬂ

(lesth trubile et preats) oF whith
Tl cepie) espaniinys

—Fthata capitsi senedities

Symibo|
By

9L

A

YElye
Eosas

[ 2
[PIELE

017

3:804 tnillan
8

&1l

BFASL

0.7ee3

'{rm-:m B
G.ObL-Thhgn
B4

GLEE
el 2
357
'.'!J.'HJ_-:H S
trilllan R



Eoin Exporiz 2 googs ang szrucss f oy g1

2p1a90 wEn &=
Te=z foreiem mroomes frommsbrosd Walys fgr20isag NET A ISl
B
Comrept rengfers from 2torosa Wajustor 3gis-5 cric =8 My uhifign
e

Viriout diipulstions and =nasios wers condidered and the regilliars reparted jn thie Table 4,

frermct of the Tabie refers 1o the simulatian that calisrates the model 1 determine The SuTenomoss
consumplion o fit the eotusl GOP gats of 20318-20 (Mme vesy quick estimates that was aveilsble then
frein the Ceritre far Manharing the Indisn Econamy EWIE], Had thers besn no COVID and the
Lengencus varables meludifng private Investment soyermment cepitil farmatien 2nd gavermment
CONSUMPpTION eXgendisure QRN 81 3% {3 reasanzhie sxpeciapon a1 was dose o the budeet
ectiimpteclon 2020-31) the growth Wolld kavs besn:-5% arid/the fisca fesicll within 355 Stsin 12

Shacky B the syetem grse . from  chanses n the waltes of 't}!r: EXGEENOUs vanables
¥ 2. M, NFL and OrT teom theiy expeeted values had there basn no TOVITL

Althpugh 3utenamis cnsumetion 1§ net ireated 3= 30 sxogenaus varisbis, i this Gee thees could
be consumpnon shocks coming rama 13l in the consumarien Tunczon [not inducsd consumpEian] 35
forfrctan ce what logkdowns Imoses wage losies, Autanorols condUmptidh sotimate tar the baza
that gave consictans satimates with the darz fige 20180 lagivenin the Table 2

(e the Ineome B deelMINes BB VariDus SEenancs, the Necal defior was esymated 25 the
differante etwesn sovernment axpenditiifte |cobsuinption = capital) = Intorgdt gayranis — tayes
salleczett which could alss be exsimated 2s.ih the table This would be the fiscal defidt of the canter
anid states pul together, and 15 those to the budgel estimates of 2018-23 theughy nol 12 the revsed |
estirates-as they Became suaiiable much fater . The inteeess payments had 1o be estitmared for 3(010-:
20 bisiad on th data estimatsd from OUblE Finance S2atiighs 201519, whieh Wi Svailable a the
public domain, Thic was dane 2 3 st2p up In nomingl growsh, though beiter estimates aould have
BESn FONE LY WKINS With SCUETNIMent gest

The Stimulus Patl=ss
Fallowing e US which announced a stmulus package of aboot 10% of GDP. govermnmentolindiz oo
gntinlnead nizalire< o addeecs thie Sitlistinn The US W ltc annalncament kad sdded the oalliy,
diract expenditure 3nd transfer meaures together, The government of Ingis dan-e:l 5 fe. 20 'lakh
crors afion 16 supnon theeconamy over the trsis. This wasld have been some 8 85% of the GOP of
2013-20. The figure of 20 lskh core 14 difficult 10 verify throligh sdding ‘Up the Individus)
Hm-n—.mcﬂnsiﬁ. Wa put tgather all the maasures ann :,-uncp:d ouer rearly 5 pricadeationd by ML
Mirmals Sitharaman, the Finance Minister, Thass are reparted in Annex Tabils L We dlssufied the
freasures InTo-alrly pohcy changss with s mmed|ats erlect on 2=l gemand, searar laudity,
Thade mersures could have eiferts on th patentlal GUlput raidng thesamis; but sinis (ke COVID
reduced Uzmand they 3re not matenisl 1o the stimulus 25 such, unless they codle spur private
irmvestment. Ther inciesion in the 13tde 15 20 exsre that we have refemed o nearly all the measures
announcal. Including soms witch had been annouriced in the busget 3 wes b before tie COVID
sk happensd Tie ramarks caluinn privides the details of ponshile, g naﬁ.lhl.: Inpact,. With
nuanﬂml'm =stiimates whersver possible. Zadd messure has besn catsgotized = bﬂng sither
lrquidity, fredn, ar funded flica ang suarantes, |Ragimimatety adding warall these (as the-government
‘did following the USand other calntries), Bnoe thase-are Very diiferent in thair astlire smd bmpact,

14



we zouldazcauntfor & “toial” measwe of Rs 22 442 haxh crarear Re 22.442 wrillien, which is 119 of
GUP Th=fizcal fundid masvirss were 2sain sub cdasslied Into "direcs avpandiUrs™ and “transfere or
;ll.lhi-ﬁliﬁ mp&ugi& smd: nrmunwe unitts The i.ﬂFE!’.-'t ﬁsﬁal expnditure which e may comsiler asan
SXPANSIGN | SpErding due fo gevenment sxpendture (both) investment ang consumotian of
povertivient) smounted o R 1,435 1llion or 0.70% of the scongirmy. The transior mesclies were
ectimated 1o be AL 2367 arshinlt 1 194 of the Seandiy hes the trantfer fresufe Woull be
squialens 10 & direc Initiating sspeniiturs of the sams nte the margngl propsnzty 10 comums
(@.752), the tvo togethes canstitates & stimulys of Re 3 28 olllian, Distinguishing between capital
spEnding and FelEnue direet ssnding 1or the Immediate impare 1S not negeisary-since the known
lzrger impact of ¢apltal spending wiolild b2 over 5 langes periddd. The dates mentioned In the tible sre
3 day fallowitis the annoncament tymzally.

W= plug the walue of the Thaesl stimlilus I thE mode Tor thirss poscbls seenaries with respisct 1o
COMID. Thes2 2re negathve shiacks of 1052 (6 90, 155 (0.25) and 2990 {0 25| 10 the sxcsenous variables,
hot) expert 3nd lmpor related, net fastar Incames and cunent nrana:fer: from abweas anc privatz
[Mwestmient! Governriant inviesiment and-government final corsamiption exssnditline sven Withodt
tha COVID atimiilu Icscsiinied to cantifiue 2t 1 85 smes the level fir 2018-38 for 2025-21 tha COVID
w=ar, With the CEVID rdlated E-EII‘I“I-!!'I.JJ. &2 2stmated inothe A'nn:.t Table _!. the gir.em mient
axperditures rse and s aisa does the expenditure arrazcount of uansfers through a positive pelisy
thatralses the consumption function Thie resulte =GO levels at 2019-20 prices; grawth rates, feeal
deticis ac 7 of GOP 2nd overall govemment axpendiiure sxcluding Interest paymants 2 3 poportion
of 50F we give in the Bble, See Tzale 2 below for 2 syammany of the messures 2nnounced by the
ECVErmITIENT

fagp=3

Fabfe 3 Summesy of Megures Annflincsd ny the Govenment ghd the 8w {hzr immzdiEes Swncrzg
Impgir (R In Eillihn]

D:3ve SOt oty Limidity | Credit | FlecE! Tetdl | Sabdidias Biret Busrs Tatel af

Meziire:  Messdls Cast - zha Ewpidl  nEoEE Meztures

= Tedhsfarsr e

& & c & £101 B <] &E3D
£ Mol 1137 (FEl =200 B
mé;_ums_nvém_gﬁwngmi - .
© Macen 262020 10 (747 1797 1837
£ Mayly Fang ETE =z f <= a0 =EET
& Mayis 1760 e =06 2200
& May 15 558 308 SO0 553

P-h\r ¥ Ll ] 400 40 448

Grang Totl S0 psm 32 3457 4% 250 STy
Tatal e e GER ERN B Ld8 I BR% 1189 D=ToW' Delase 19

Nh By PRy Mreazyrsg, and Qs ke mesratodle, o= s lulle -“.-91,- ool haes ua'.lie fimesmme
prrpllr'annrs.j == -u:t csw-ﬁﬂ neia- 5@-;_- Annes !ah!-: Argr a.‘..:HIJ*

LT =]
We atsa repart thesimulations tor 2 1.2, 3 and 4% feral stumulus n zerms of direer expandiures or
129 equivalent Sea Tatlle A B=lon
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without flecal stimulus the sconsirmy would most probably have declined by over 10% rooss probably
by 125 or €5 giriee the ¥gie of tha COVID b the Stanomy W mistdsvars in itz dlE o the e
razality of the lotialowns, the migration of worksrs which ves. eapect=d ta delay restanting ete,
Eizewnere The simulahon based on 2 neganve snech af 15% an the sxogencus vandbles would have
Iren the most expertel Tmpart Thestmdlus 35 (0 unfolaed amounted-ta 1.6% of 0P much lavwer
than the immédiale rejibirament of 2% that | had 2inmared with the fl=t impact baing eqecdd o
beno more than 3 negative 10% diock (assuming the loss 913 monthof sutput), But as it saan became
sapparenst Wisl the sconamy had 1o T2ce & more profracied and dvsiunciicnal IeExoEwn making: It
ressunabla to assime s COVID negatie diock of between 15ant 20%, closer to the latter Thiis, theen
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without the fiscal measures the econamy woillo have dechined oy 12 3% and with The maasures itwas
expactall To diclisg by hétweon 5 21 arcd 358 N, 2nd clvder to the |atter sy THLT

The gavermment’s measures aver the first round i March were medest b addressed the poor,
women; cansarcinzens, farmers etc. with largady tranaters of around Rs. 1.78,700. 1n the subsequent
thees raungs Smoont of Sralng AL 50 000 werz snpunced 2nd It wacanly In the st round {twa
months Zier the i) thatthe MGMHE‘EE- mh&m-mmt of Fis_—‘lﬂﬂm crove snnaungal, lthad in the
tgget of 202021 raduced the MENAEGS allozations by nearly s 9500 trore 2o R 61,500 crore: The
MMGNREGS Which had biesn plt s place aver the previols diécade or hdls Wi st piegdramms
helping 1o mitgate fural distrzss, and had periormed vary well dwing the globsl financlsl crisie

Measures - of direer ossh transter would be saually sffecive as the WIGNRESS. However. those
anrglnesd on 137 Nay whith ware esentislly In the ratws absUpedit 1o capits! farvagian walld
kavz be=n constratned by demrand and [or delayadin the redlizatien of sxp=ndituras. S5e 1agia S,
58 teB2 and B5), Howessr, we heve meluded the same m the fistal stimulus The government
Annsuncad Vatiols cradit trnessures te help cnaler Busineszes tems 37 to 39, whith wille very
Iporantin SHouwdng the Unizs to winiue the crtls <hallll not be canzillared 5= gart of tha<timulus
(spendimz 2<1ing 1o enhance gemand '

Cleatly much |arger fistal stimulus woldlel have Besn necessary b esp tnig gecline 1o undsr 8% &

stienulie of 4% of GOP glign eaely Watamply juitifisd, 10 wdllld liave rsized the fikeal defizitm 3
mansgeable 12% of GOP. which weuld have f2llen sharmly 25 well oncs the sconamy baundss badk
with 3 growth next year J321-22 50 35 1 rse 315% =10% gvar the ore-C0VD level

AB's Response

Thiss meeasyres by the RE1 wears guick sha <opved o hole the financisl secwor in slace and prevent
llkguidity-and tempararysbiartags af damand [sopesss of revenue How) dis to'this lock downs ahd -
the demand for certain services—such 35 hotals and FEEAUraNIS, travel servites. theatres, malls, e1e,
tram having 2 cascading effecs. |t belifv cut the reparate by 75 basis poin= e a low 2. 3% which was
TreslT minge repds wers Isllsblean tap I reduesd the rayeris repo by 90 bEsid poins te %, Lo diz-
Incantivize the bumbs from Iaking recourss 1o the revirze repe instead of deploying the sam= ©
support busmesses. Mlong. ‘with that thf' MEFTate weas rediced 104,655 The repawindoves were alsd
gpered witle Unlikes in the pass o that now Ine lowsand bond yisids were balow tne répo and close
1 the revanss apa s the Sstam wae awdsh with linldity,

instead-of merely deeling 31 the sherm enc of the markes, the &R ysed Targeted LongTerm Repo
Operations [TLTRO) of nearly Ra. 1 wrillion, for ug o thres years o Bring down the yields in the mids
maturity bapds induding thist of the corpurata triple & sated bing< &) rr»;t_a{_u.ru simllar to this shauld |
hkave corre during the NBEE erisisl The reslustion i the SRR by 3 good 1% {fram 4 10 3%) bad the
PEISNHE TSrEatly INcrease The MoEy Mnnier, ans the eredil iow ana purchase of s2cuntes ang
hotdh of business begsn. The misimurin relpuirad TRE ledlesd from G54 1o 80% Tor thresmotthe to
reguce the matching of resenvis 10/ dapositsf Joumns, Actually, thit messune that oeates the control
Gver monsy rather cumbersome. coylt have beet aynides and replaced with much lgrser TITRD and
[BrZ8l rens GRErATON: 3Nd IWel raTes. and Open MAarket oparanons Belermenis af the arger of 3
marths In 39a of losns any gther payments dus to banke wers 300Wedl 5nd thess mizsre wars
w2y slgrifizant in helping etesially warthy businesses 1o tide oyer the ciie Thequanturm of TLTRD

TizliHasmemd s st basmensistlE s sty s st er o hs s Fun ap Bl Sotimems s rrsasly
=etifTtes anf bedishn I SherdliSotian iz sasiEs Qur Ssrm slmiatiset =& kaead on Sosidaning tha ottt of Kash =)
HaeE 3F B3l Mo, 3Nt S INESFPATN TERDITET IR EE02E = overE yESTINEL Nas Marst m3 3 wESk T =R = ERS
it_—;-.ﬁ"-l:y with the Eacmd Eoeth ’ﬂ"-; Eroge LS El:r-—- =y

=



was s 100 lakh erore. Tne redactian in the TR was from 412 3%, thaugh the money crestion would
have baen les than the imgliisd by 3% rate <inee thie maney wwltiplisd would Kave fallen In the
dirzumstanee of I"'.Eh'-ﬁ.ii perception by banks and Fls The borrowing limit for the MSF itseil wasrateed
fram the usss! 2% of S1R secanties hald 1o 3%

Most of the otk messlre amauntel 1o roratosium slated. In quantiativeteimi-the tatal implis
liuidity cragticn {acnudlly potential) wasfis. 3.04 L3k rore. and thie cradit patential was Re 5 453
lakh erore. Buarantees of varkaus Types mastly initiates Sy e govamment amaunted 1o anothe
1 790 takh crobe. See Anisex Tabile 1[4 the detalld of the meatulies and the coinmisnts on 23ch of the
Mesitjiag,

Saction IV: Stock Markat Parformance and Discouht Rates

‘@ne o the Impartant (ssues rased In the media, and of cancarm 1o polieymakers as well 5 the
peroimancs of the stock arket Stock markess 3ll over the world 2oomal sfter ahd March Faving
falled o vheb lowest lmad & Matgh 23 In re2rly all 2msging mrarkeste, Aot jmimadiatily thercafier
and simost with 2 wesk of the Fall most stocks begen 1o recaver with rapidity ana with few brezks
reached very high levels even surpassing:the pre COVID levels by 2 wide margin, The Indian market
even mars than othsramesging colntry markets Eamsu auervalusid (7 ths analyds of mahy,

Hawever, the rise of the arket ¢3n 10 3 largeextent be accoumted for the tharp tall i the disteunt
tates in thie Indian cxea since tnis sconatry from mid-2018 onwards until the startaf tne COVID. may
hava ol dsprasced due o high dlscaline rates 30 1o low aimmuss growth i the faee of rather tight
monatary poley that we saw with hardly 3 Eresk fram =1|'rm:et 2011-12 which nad killed the cpitsl
Rytle 35 we had argued in Mairis: Senastian (2620). Since 2016 after Mr. Shaktikants Sas became the
higw BBl golvedml, the limplict Bylidity catioriicg lin the low end bomd yields baing shove the rapo)
Wi o Jonger thene and the sffactive rates b=gan 1o coma down. With the TOVIB Crigis the ABl camre
Gt to epand baundity and lower rates dusisively, It slto 1aed TITROS 1o kower the diversence
hepwesnyieids of corparate and gvarmment honds, Thess brought the diseounting raras down.

Globally, it the S thainfection of Uguldity vwas ssupzndousand the yleios onlengas temm gvarimant
hands could be halved: Tnese are relevant singe Jower yielas i the U8 cetenus parisws would dine
‘eapital liows sutwards 1o ather counries mciudirg into Inga. Azindia also lowersd playing s rols gy
&n lmportant modarataly sized acohamy, Bath the don=stic wﬂ.ﬁ andThe LS yields woulll $fferct tha
valisation of stocks. Appmnmmtv% of the stock of the NSE iilte companies that was in float was
neda by ferejsn Investors 35 on E}“' fme 2039 8 Hense T wolld Be-mere pprann 208 10 consider the
efferz of interest rate (vield changes! in the US marketsnol only through the Impact such thanges

woula have on capital flovs butziso n jrzalf;

Noiel to Exglisin Stotk Vailusting

W sonsidered 3 mode] i which the 1y 547 and L0gr boed yieles in both the US and Indis, ana the
carparate AAA vields in india. (% rates) were used ragether i a factor amiysis 1o extract the thres tap
tampofsnty {PC1, PL2and PO3). Similarly, the gawth I the Ihdiah scanomy wWas tragisd by dhe
factoe (PTL. G} exiractes from groweh rate of exparts, importe and Indes of induztrial preguction.

itn Tz oy e Foregn Postives Invessmem (791 nEsisez smocsted ] ;_EEEH oF INE TIETRET GER in.*:ﬁ_.aﬁ zfrn=fr==
fmzr (n 20 ad umf&uﬁaﬂmn Tn_:_ﬁ._-rzz#n;‘-c'}ﬂ-_um =ars wall abey= 1y -*u—"——r*E_'a}-'—‘

ia



Sings|n & valustion of s1eck tskes gizce over 3 pme honzon of ne discount=s earnings 27 hese
disnunt 3nd growth faciti:, o direny pegreslin of the bkt capftalization on thaes yapjahlad i
sppropriate, The exhamge rate would be Impartant for the forelan iInvestors. We hpveutes the same
33911 15 rathes than work aur the depraciaton simce i1 12 thedevel thar wouldinfluence the valuatipn
For forelgn Investors, We have aleg wead the salsEre of the dizcount raze factors, snce in & model of
finte harion wlleton the aiponsptial of the igrwmdaﬁ_mnﬂ X hontan g2n be rogiacsd by &

Tavkar “}!ﬂl‘ﬂ-\rﬂ'ﬁ.»!ﬂﬁ e three terms zmt the -‘Eult weeudld maulle sauare t2nms in the dlsw.mt raie,
(nzeraction factons have et been consaered. dnce the ohject 0ot 1o make 3 forecast of The markes
JCapitslization == milch 3¢ 0o 8rEUs that the fall In the disrolnt Fates 30d 1he Cuifent grovth at the
sconomy avcedrnits fae much of the markst apltallztlon '

Monthiy 8813 covering the aenod from araund 1989 was used with some data peints missing. The
Cgatawas sourcad Irom the Fegaral REcshs Data|FREDI 2nd from the CWIE Thes reddies are readrisd
Iri the Tahie 5 Lalow,
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Obseree that thefit 15 good and zll ﬁctm 3re as expested wWith the model being dble toexpiain 55
muth 54 BB of the var{ation in'the market cagitzlization. We may ai2o infer the e from the graphe
of the fitted vallie of the market canrla‘i:mmn comsideret 2lonesitde the sctusi values, See Figurs 1
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GOF snd GVA Dvarthe Crizis and Resoven
T pangemic’d Ingeel wat sxtsnded over BWo QUaMERe in3 coyeee WaY duE 1o the ndture of tha
lockdowns 2= mentioret! before, Ohserve from Teble 7.that the real GDP ever the fiss twe quarer of
FY 2620-21 fell ta Re. 2655 and 3297 trillien in 2053-12 prices frem 35 ievels in the same guarter
previously giving & YOV growth razes of-28.01 ang-7.73. i the sscond quarter the COVID continued
1 rage but the: lockiowns wese =5 sivers and <o altpint fll only by 7739, The mmaining tw
quartess of 7Y 2020-21 wers muted With growth of 048 and LE3% over the same quartess in the
previous year Tnesnarp mseof 38.34% (n the 1irss guarter of-2023-23 5 misleading since the YOY
Erowth 14" gese the tisst guartsr ol FE2020-21 winkdh weis this winst COVID guartdd = we sai hizfore
The recovery In GOP by the fiest uarter of FY2021-22 salf] 16 peverthaless tass than for the same
Guartas t‘m;ﬂ. Itdeed a1 32_65 verEps 35.&‘.-' i 15 almest =% bﬂhwll Thitss the recovery =5
revealed oy the S0P & modassand e date had no: zaken the GOF o levels reachad belore the COVITL

“The chirdwave of the ZOVD which saw heighted numitrs.of deaths i the 2% smu 27 quarers of 2021,
{se2 Figure 1 | arithience the recavery cowld have been mut=d due o bath lack of demana snd the
st of the loskoowrs which wees sa far lessdyafunetional santh mest praduetive Taslities being
orEn :h.uugi-n the aptians fas 4als wars ligited Agricuffurs ditput wainat exiacted e be sffectall,
end & ﬂnzh it fishes saneeto Jmta::he nan aglt{a.ﬂ‘lursj GYA Ifell sharper by WAL IR tn= firs:
COMIE quarterdna asis o be sxpected e Sounc: back wag :_l;{r_zhamer. st N2 atzatute valuss 1l
20212 were stlll lowst than vallies of the cotresponding quartars ore COVID, svah TWo pears earlisy,
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Gierue Also that'the geching in manufactunng GBP 1 thesharpest, and |13 retoven:als quitker as ks
1o b aupaced Thetigurad for 12 rolling One year growth (YOV) shis that by 2021-2 thee soahoimy
sther than agricultire had madea modesttum 1o 5 positivegrewth. The YOV for the y=ar a5 2 whela

<716 gt quarter of 2221:2 1 il rione than 194 points balowits leve| (12019, rwould take s guarter
rore e anly by 20213 would 50F on 2 raliing year basis have 2sught up with 153 previous highess
l2pel winich wigs it the Immrddisiz pre-COVID quarer, Sse Table 7

2



Vegt

e

2200l

Takble7

Tty of SOPLL-E (or Sonmant L1 12 2okt 32 Trilliond 5ot i 423m Comporanty Dues GOV 13 5o Bemomery
FIF SvA  @¥A GWA SYA | BYA Mche 217 o WY Geowth Rates (B 2o aanui
dgnoit gpdemry | Sarwess. | Agriooinar Nne — . o . .
— . £2. =0F &Y Sk S VA EVEN= E={TY =
) |ERiERE T Agrmls et zesglzs Asdbly Moe timm
‘L TWTE r 3 E 2zn Az
FarteE e T
T &  Bees

=hartes: | FV &=
£ A

iF
332 2302 15 939 azoo b ¥ =M zia g T 37 ETd z3% i
yviiE =aE e F== | A= S we= 555 44 s=: axm TEL s5F =22
LIT WAE =0 P18 1ETS =35 BE3D siF =33 = Eus 457 = FES
¥ 3w £ 32 a=x na  1maE ENE S EE = g8 =73
ST TS oF | 183§ dsE I e 232 T4 TE 3= =T TE 33 s
E= T T 438 T S ¢ 7 7% 16338 738 €m smE  TE: 3 r2E zez
|35 B e 355 7St FH sMy 333 @ R am em sF 335
EVE I TY = ¢ 377 4= EM i =t EE LS £ ¥ &% so: =53
E G - £E 1GEY | 1FIE s =S 1 E S T S R 7 TE 57E Eda 6.60
] =25 = B iz xEes pe=3s 3 s ES T R £85 == ==
w2 327 33 15| 3085 Tagy st 5 185 345 -imM | 785 152 a3
2 330 g1z 353  iFm R 12C EREU 3136 Aed |  edE EES £30
3233 3msr Epg o3 un Bl 135 18 18 g5 3@ gif EE -
M35 SEE ) £35 | SHEs 210 IE4E 280 -3 g7 4LW| 2M4E Ggyr A1
2337 30E Ee-) 330 | 4F:n =0 12T 55> T- 19 Ep %05 S
=3 ;mas 3 S78 a7 ®=Fm iE0e ats’ 1S L 1 23 4=
=ms= 3= 345 1338 1ESE I INESE 183 3g: zgs  7e3 198 ESCHIES R ST
23m F0E L4 333 ez 2% - I 1% et S S aer  FEF | l0EY L] EE

=50 m ==ten e e -rar'—_:;sf:rz:



mcex 2f Induncret Fraducnan
W= now uss fchthly B3ts 1o il a glotore of s COVID 3nd its redowery o ths Indusiriat 2 ctar,
Instead of computing growih rates which ar= cesfuling ghven the {low) base sftec of thebounce back,
we cansder the relling |movme swerege value) of many vansbles or the log of the same, The
czEasonaliny s remaved aver 3 Ii-nenod sverage; and the absoluce vElies on 8 |uE sEalE wowit wire,
In'tame £22< the abdallirs yelusl ate ndt Sven an 2 o2 <esle, When the saime rethicas the Vizusl
tange of movement. When the rolling valiee cosees the previms high then we are sre the recavery
nas besr full The dleps of e ine can sense (o glve 2n oee of the speea of recavery thar & ne 5o
geeply subjact tothe bassefiect: When the rollingvaluson 3 Isg seale shows 3 siope tnat s about the
 same & before the COVID, or the trand s Inferrad 1o He higheyaftar croteing the pee COVID valle,
then we now that the serkes in question has actuslly mproved its srowth gver the pre COVID period,
Had we vwaited TH the bounee back perioa wasover weoold have ysad the geual Yei growth. rares,
and tEen thesn St the bodnee back avier 5 few monthe maye ot bo thal new tran Browth rated.

Ghrserye from Figure 3 that elearnoty production has almaoss fully recoverad and s on the peth of i
spigingt trand of growth (1 had seen & stagrsnon over the gened from 2018 onwards) Howsver, [P
Genaral and Manutactaving whidh had stagnated rom 2019, 18 2'Ves bit 2hott of its pre-COVID level,
end would 1ake sdrme mote months bafors I reaches jos rent level ofsbous 135 The sacond wave of
e COWID whith began in mid-tuns 2021 nas deanly affected e speed of recovery and frem
Sapzernber ahwards the recovery shoula be very B3z1to make usfof thaless during the second wave.
The second disve Ul ntit<se the ﬂwlu.nr*_h'm.al iirhginnes that the early firdt wave 2aw, herice Wedn
notsee s Jeep decline oo aysrags, sven thaugh thers Wt 2 dedline during the secand WIVE
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Slrsznes fram Figure 4 that the capite! goods sector dedined most and the resoesry toc has taken it
10 |evels muzh snorr of the pre-COVID feved nat (o speak of the trent (evel had there teen ne COVID,
Itk onlyin the ase ofinfrastucture and [Hianrsdiate gools that the pre-S0WVID [2ued had besn
cresszd, with only infeastrctues Having resthed Jis trend lavel Printary goads fias jUdt reached tha

pre-£oVID |mvel,
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In this figure we have retidens the moving average values te 2020035100, Copital ool wers 5%
etow the immediate ore=C0VID evet 13 months aftar the szart ot the LOVID Thas, the beginmng of
the Iur:gﬂﬁmd Inyestment Cpcle was nod a5 et avident nam thsE gara till Detelige 20211

Qberus fram Figore & that Consumer Durabifes unlike Nos-Durables had gipped:steaply darng-the
COVID Crisle (discretionary spending baing put off turing 2 onsis)) but has not bounced baek il
Qrnber 2621 Therd L st & distance of Sround 2.5°% with réferaizata the rolling shnull Barige &
el Malm 2020, a0 2t =2t an atilitional gap of 55 1o reach the wrand el ‘Irrn!hz} by the suErags
grewth ever the pens fram 2012:64 onwards, Howeves, 1152150 useful to rememier thanas braught
CQUE I Mo iHs; Sensetian [2020). Condumer Dirshies Had faian dharply oves the immedizt=pre COVID
sarbd for 3 vanety of reasong, Including thie Vast Uncertalnties 16t lnocs an the anvgbﬂp: rrarkets,
NorBuretiles have 2lmaoss resthed their pre SOVID vatuess biut there s 57ill soime dimehes 1026t biack
0 TNE Irand
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nauEiTy Wi ERatanl==y
Amare detailed segment wise comidasstion of the recovery tralediny & Ziven in Annex Tabls 2, The
IMIGSEE FERVANT rfOWws @re TNEsast awa wiven brng cur the recmpery rate andg the onginal wendgrawth
Fare aver th datind 2010204 to 2020063 whick £ the pre:COVID pedod, The recovely is ouser tha

period 2020:10 10 202199 | 2, For the fatest aviliable year Thase Hiave basp compared o the preyious
NOr=COVID full year thar one ceukd legitimaztly corsiger which s 201234 1o 201929 and 201940 10
2020:09, =& that zeasonat fackors are ot imtrusive, We may think of the sameasa rodling yearte rolling
previgud yezr The gringth mazmurs | log of [Suszge Valus ouer the racdvenyfaverige valusd over
the previous n_nrrrl.f‘_i'.'r‘i'll'_'i yezri The tiend'.grm'u't.'- rats 1= fs.lir_net.éﬂ ;) fgrﬁs’rﬂa‘a of theles of the
deseasonalized manthly vaiues of 1Pz, with the esymared coefficient multiphed oy 1210 pethe tend
Erowrth rate it the pre COVID period from 2012:04 to 2020:03. The<able zlso raports varicus guartedy
Hurags s yvalusa guar the COVIGand the recovry The monthe of 2620.04 05 204 05 272 takan tagathar
35 the EOVIG quanter, Naarty all pre £OVID trand growth were signihaEnt

Feit eonyenlEne We Mave tepoited the trend growth cats (2012108 to 20201033 growth raza Yoy of
tha Crits guarters (Z220.04 19 2020.06) the rezovety gver the |atast guarter (57 puart=r snce the
COVIT (e from 202107 to 2024 09) and the Latese full vear of recovery (202010 te 2021 09] quer the
satrie tronths congigered as an avierage of the prewcus nos COVID Montns |2019.04 10 2030:09) which
I3 nOE Yo DU grawth over 815 years of rolliing yeare, We-could keve dividisd the sama by 1.5 yEary
bust sinze the disoussion (s primmacily o getting back 1o the pre COVIR lev=ls, rather gm getting B2tk 1o
1he trend leved we have repamed the same a3t 15 The annuaiited values of the same affer aglusting
borthe Eapal 18 montng Etwisen the D peribas eatisitersd bre also reported N Take 8. The table
birings ol Yrand grawth rates prior to COVID, the dealirie over the COVID gUarter (YOY) the 5" Guarter
{2021.07 10 2021.09) recovery YOY (bath antieafizen snd. not snnusiited) snd the 1l rolling year
[FOR:20 10:2021:09), over previous non COVI Rl vear (201964 o F520:63),

The glisrvations 2re quite cevealing. The nanufacnuing 1P showid 3 dadline of n=afly 26% over the
COVID quarters; and in the Ismstrelling year itshaws 3 recovery 033 (nan-annualized) over the pre-
COVID guarter, The General 1P is shghtiy bemmer an both counzs: The recovery has-been pesitive-and
(s 25 O more [noncannuzilzgd] in the cacs of Fadd, Chemldals. Phaima csutieals Rubber pradlicts,
Products ol batic metal ingustries, Elacwres| Equipient, and Other Manufasturing. Of thase
Pharmaceudticals, Basic Metal Industries had bean growing Gver the peritd from 201224 1o the eve of
the COVID Crisiss Thus, perfiaps thets is a newsfolnd dynatnist to the Chemical sector that has
hagp=nied Zitide tha COVID. ziide the COVID racowiry Hacbean quitesignificant snd le nowstiave the
trened gromth rates, Mot 2l sectons thar bsa growen rapldly sver lﬁizl;lilﬂ-_ﬂn'ﬁi pesind from E‘.LL‘ZJ‘H
anward: | WeannzApparel, Comprers and related Heetranid Preducts, CGrher Transpat EQuipment,
Farniture. have resovered well. Thay cantinge 1 (3g dand have oot gane amywheie dsse o thislr
stiginel growth trajectorize '

Faod had dechined by anly 1532 and has recovered to favals margimally: shove the pre=C0VD levels,
Liir kgt baversger-and tobalcd Thesd e entitely sotauntabiie by Ihe native- of dafrand &l tha
LICEETT S with beverases (but not tihagco) bang byt by the fact that |2 15 only récently that
restaurams have beesn pmef.

Petrdladin producre and Take, which reflest the moenent in the econamy, thows & dslayad fal] &5
the refireriés besan to evreed the stocking camadity, and protuciion todsy Tizs yer to fully recover,

‘Besies Seversges and Tobacoo, the Tecovety has besnwealk in'Wearing Apparel, Leather Proouets
lessentially shoed 212, Prifting 3hd Recorded Medip, Pager, snd Furniture These are cotisimar
preducs generally snd the fact that .h-‘.r Have taggeu fthe receany lovsls sre below the e -:Ewm
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yaar by mers than 105 noa-annuallzadl, implies thar siber demane nas nat come tace fully or thatr
thare coitinuas to Be uificultiasin sl snd pufchees That<ehanlihava apdned ohly mently wauld
have 2ffeczed the recovery of pritted materials.

‘Arrong the Ingustries with hgn pre-COVID growth rates — Wearing Spparel Pnarma Basic Metal,
Other trandport équipment. Snd Aifnifure —only Phatria snd Basle Wetaly have recovered h.uh.r
Furniturs snd Wesring Avpare) h-angdnﬂﬂlr relsted to distestiorsry .,ﬁnmmnnﬂn bras nr.!-ishm'n 3n
[rDTOYETENT &ven i the pre COVID ratss, which wers 31l below 1%

Ameng thaze ndlistriay Which Fad low or nesathe growth o the pre-COVID period — Tobaees,
feyeripes, Paper, Printing Pubber besed, E'ue:rnral' and - Other Mig— Settrieal 2nd Gther
IMIBNUTAETHIING Shaaws an Impravernant,

This, Wedan make the wondision that muck elthedndustrial seeter @ yat ta rzcover from the COVE)
Cirsis Fubbier, Chemicak, Eectrh:-t 2nd Othier mamidactaring shaws 2 new dynamist, while Prarma
whizh wazdynamic sven beloke zontinles 1o be aynariic hanng more than fully recovered;

The newly dynamis. segmerlu warrant turther :ﬂaﬁalﬂn Wa b&leu& that thers is ﬁﬂgeﬂmﬂmtﬂ
1hat in these industresthe post COVIE seenarka of Chinas, Chinaf wolld nave fekoed.

Foss=
Tabe & ThedlP Sectort Lned the Crait and Betowaty Batlos
Biz- Crai 3th "*ih Re:-:'rar_ Bacarety  AstdE Angtaz
EOVID  guaner | Buster  fhansr yof  ofrzlimz =ofi =zeof
e ADY | fzomwyer  Rerower rofljns e Prax | wzar
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The OV brought about 2 very snarp riis i the unemployment ratee Female weamployment
climbied 12 almos: 29% ana mals unemployment to 235 tefare falling off 1o levels 3 fittie higher than
thelr levsls pnor we the COVIR: Sse Fgure & Both pnatmployment tates had been msing sinee the
dérmaneEiEation 10 =a0h el that wers Hrgh I -the Immedigts pre <SCOVID perind] s thic
particularly e of fermale unemolrymens. After the COVID Crisis during the receweny female
unenmplsyment fell Sack to leyels lower than just befors the COVIE: kad male unempleyment curing
e recovery iREched isvel that was a tad highes thank Betore the aisis. Hovaver thg unaimployrmant
figures are deécaptiis bacsnsain times of devers 1acassnnany/ dtrés peapile sipsdally women diop off
the lataur fores. Ths = ﬁnc.aus'.e of the vast -;!Itgui-'-td uheEmeloyment (&1‘21 tisslised etrployrant)
1har exsts, Winen the probabiiity of ﬁnmng.u jebreguzes significantly and 15 expacted 1o remain lew,

ratanafity finglles tHar pedpl=ston 2arching for s jub il cobtdsrya their resniries
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Consider the labaur force parmicipation rates {LFPA) brought aut In Figune 7, Ovey the period af stress,
trotn 2017 onwards. botn male and female LFPR nad fallen, particularly thetatter. THis could not have
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hanpened becaus=of 3 "nigher raservasion veage” esnecially trom Z0E5 tuly whean the last minimum
wige révizlhn ook pisce (frdin e 137 par day to R 180), Eariier thears Had besns reviziniin luly 2633
which ‘wes quite stesn fram R, 11512 1579
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Trie miniemoim wagss earlier in tnes90s hag little mipais on overall wages butzince the (ntroducsan
af thie MNREGES they<hould Kave Hao: as+gl11\‘lc:aurln pazt If thie &mployment Linde the MNREGS was
#vai|abie on tap, by placng s floor on the sl wages Gi:.:-;e;we frem Figurs 3 that the real wages nad
remamad rearly constant fram earty 2014 onwards. Earlies After The steep rise in the mmimum Wage
annosuncad i 1ty 2003 and implementac 3 (Ile 13ter. the rural wage bath agricultural and nons--
agriclitural had risen, but-thers wat no dignificant rise dus o the bizrsade bn mitimuy wages
snfounced in July 2015 The rural wages both male and femsle and the MhIFi,_LS rates 2len remanied
-sz2gnanz neht from 014 onveards which concides with the Maod) years:
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Heme= the fall in the LFPR & resl due to deciining coportunities aeher than due to any fise I the
reservation wage The-male LEPR 1ell from 75 ¢ 2615 10 705 40 the eve of the EGVID oris-and the
recovery has taken it back toonly about 674 afterit had falles to 2 tlow 6% duringthe ensis

The idea of & reservetion wage Ih ndis with vast disgubseg ursaployment (sna disginsed
ariplayment] IS profemans and nesds 10 be treatad with caution: |t wosld be very ciose ta the
*socially necessary subtistence® levaiz and would setularly move up only with the cost of Iving gome
U of what & sodially acceptable ddwly ricse in the shart run though Sindz Vade numbzrs of the
werking sge population are not-on the logk for [obie the wages could riss with 3 tendency to fall back
gusl the shors run. Urhan pan-manusl wagss could have 3 reservanion waze Siven the “schism’ In
the labour markel, 1hig 3 unliicsly 1o e the ass dnle the uhorgahized Sbour markelih Urbanarsas
would only have wages that zre 2 limle sbave (1o companiate fod hoding and cammuting) the guit
rate in rurdl Indls, 3 3 Artbur Lewds, (Merrs, 5 g3l 2001)

The female LEDS wihich i€ lmowm 10 be sbyental from 2 level of abaot 35,56 in 2016 had fafleri 123
lowr 11% on the eve ofthe zrisis, dropped 105 low 5% befora riimz to 7.5% siter muors than 3 year of
recoveyl

Therahat besn millch dlsnuesion an the fafiale work pastivipstion rate, which many belisve Sl with
rurdl “prasperity’ 24 women are Urawn back 1 the heme. Whils ths 18 ne doubt true, it (s-only
suggesiive af veny few job coprtaninies in rural Indiz which asymmetncafiy fall on women, At starong
lepels af ingoma which ara unsUstathatile 16t rural Nioukshold in ealoridic sense, Witich was the este ih
the 705, ard 808 fin SIMAIY Indla}, =5 wages (=2 tn give ¢alorific “mufficency™ and 2 listle mode,
wamen back at home hag grester ucelul vatus for the family as 3 whale by withdrzwing from the wark
torce, anly with the natural desirs 10 come Sars When WaEes Wers anove & ceresin (evel. That = in
|Zrge palts of the rural hintsl lamd sy not have reachal theos lozic of wages, whan Womal can coine
back, = quite svident b=cause rural sgrculiura) wages for wamsn remaingd some 205 lawer than
that formen and atabout s 250 per day In2020:08; in eurent mices! MENRESS wagas were A3 220,

Thig, to get 3 benar mmn: of the sinpldyment Situstion, rathér then condidar the uhemploytnent
rate alone, nis necaseary to look 3t the actual 2epleyient tevele anil the growth rates m the zame,
The recovesy growth 13225 in emmipyment YaY wasld e seversly affeczad by the low 2282 dunng the
COVID miontis Fence we wotk out the esnployment over & rallitg year foreach mantn

Frgure 9 gives the relling emptoyment (12 manth maving aversge| indexsd ta 2020-G3 {the st manth
tetore the SOVID Cnsis), Theerve hatover the pre-S0VID neniod female emplovment had falien
stesdily frain 2007 with 5 siaghancy ober 2019 whille male smalojmeh? was almost Stsgiant, Rl
grown by = mers 255 ¢ 40 over the sl parfod from 2017 1o the auwe of the COVIE, Bauing the
COVIS period the employment pluommeted shatply ang the recovery has sl hes takien it backto the
pre COVIT evels, being shevt from thet level by almest 2-2.5% Thus, the recoveny of amnplovment has
Bean SEhIficantly delayal, but I i kesping With the raivery as indicated By the Index of jridusterial
predunion
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Wnen we cansifer the actus| numbers of emotoyment {average | over @anaus periogs we find thar
the ednployment trotm Madl | o Rod) 1 sheiws & Fall Ih the gveral] enplayrrentiargely duetd ths dham
falliin the female emplizyment by 2= mich & 5.3 milllsn, and with & 1= jn male employment by 23
milliem: The COVID auartass ssw sharp fall smplayment both male amd female. If we compars the
-averageof the vear ending Nov 3321 which was the recovery penod, with s c2ricd of 3 full year hetore
the COVID then tha 1o in employrrent i g thegrgar o 82 millllon, with thies lggsin mals smploymant
beling 24 high 3254 million O 207 e migared 10 Deexober 2010 the loss i sigmificantly lowes so that
thers g hape that the empleyment recevery weuld take piace i thecoming moantns: See Table 3.

Foss=
Tene S=matiyment (Milllans] Sver Various Patlass

3N Mes Femels
i 1t JJi6:01 t-‘.‘i'ﬁliﬁ-ﬂi 2L FEEL 2%
Ml 1l Batees OV 18 0¢ e 30004 2238 0T oy
COVIE duantee 0o 2R DS 3222 28 328
Rsgouery parked 203007 tp 203410 ECESS 232 FT.Y
fecavery w-ar r.;ﬂ-:. *fﬂ-ir -G0S T dzez 2346 o3
“Fdll Ao COVID year bafers COVID IrROX e HI003 2031 askO 13 x
TMalgyment tatest mentn | & GLTZ0EL- IS TIGE ipes  a5uE Iy
Emplibymant Got 308 207151000 2042 R 41 3
t_.;{éi amplgymens e SWETESE 28l e 23ty Moy 2018 8.3 =2 =
Lzt afmplivymant Gob 2521 campared ts Qe 200 33 Y e

The certoral pattesn of etnployiisnt B more revealing. From Fzurs 100we abearve-that the fall In
mamdfzeruring smployvment hies continusd aven wall #1ethe 1= quartar of the COVID oriziéand by
still way shortof the level before the crss Tonstruction toe had fallen sharply but Has recovered,

E1:



Aencultur=whichad notstow & tall during the erees had aciually greaty incr2ased over the recovery
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The norrécovery of smpligment I the mEnUfadtufing sectar i most dikcandening. Thus, Buei
t"lm..lgh the index 2f manfacturing thows s recorveEry that = within striking valus of the pre CHVID
[evel by Grzoher FR2L, the amploymens had barely grown from the low (evsls to which 11 had falten,
In OIhEr wiitds, thers seatns 1o i 3 strudtinal trasslofmation of U manufacturmg sectorin the afting
—hifung to i Bhour ntenave mods of production, Thes (L s besping wWith the widsly held belief
that the farmallzation of the industry may have been rapid Bunng 1he COVID,

The intradletioh of S5T miay dle hae beem 5 cobittibutary tacisr, Altvalgh introdused In 2017, =
ffecrs an the [siz= and organizatonal) structure of Tndustry veou | frzvs taker time which may hae
actelerated dwning 1o the, orssts with 115 shutdoams ang migratinns: The Jackof sentiuly over loang
pariod irmposed by theshutdown would have dltoweed the larger moresolvant unize to'eat into the
mmarkat diges of shie smallar mons skl Intenaive unite, & that the émplayment kad fllen much
shart of the cutout recovery. The fall in manufaciuring employment by almost 36% and its non-
recovery lends a “depression like character™ to the manyfacturing labour force |n 2021:08 and
2021 14 the manufactlring employment was 3008 and 30.3 milllon vis-2-vis 0.8 ant 905 millios 3 full
18 millien less| Tlearly therefore the COVID has besn 3 peded of majer sructural change in the
mamafacturing sector which has 2aversely sftecszd the labaur intensity of manwfacturing

T sofilees 2adtiae (00 ciowe §orecdivery that s atlll dignificantly shoit ot ths =il of amployment
ptloe 2o the COVID, though hare the g e mush lass than in The cae of manifactuning We dé nat
have date on further freshkip of the sennces sectar, Much of the senvices seciar and 1the 2griculiurz|
sectar| iz 3 residusl sertor wWith vast disEUIzE unempioyrrent 2rl employvment sownich worksrs in
Rard ginies setecatta, May of the farme and senvize "hiaindsies” ke mally o ‘peatant enternises’
which are valug adited (actually wage < rent = imgliot grofiy) riaximizing antergrises rather than
capitalist prafit maximzoig: The formabsenaces (ke sedrage, Iranspomm amd-communication waeld
e shiown 3 shafp fall in empliyinent ard gool cécoveny since these ssctals ars kraw 1o ave high
eorralation with tha manulactunng <eerar, Th emplipmet Inthe<erdeay <artor |n 201509 ghu
201919 was 155.6 2nd 1570 milllan, while @ was only 132 3 and 154 & e same manths of 2071,
ahawing that there was 2 gan of 31ill arourd 2:4 rmulllan



The “type of wark” wise smpovmentas brousht aur by the CMIE=ahown in Figane 11-also-shows That
“atifled employess® thos the peafect momary follbwead by the mived fese of “Emall tealfers and
work=rs", Thoss wh umparﬁad 2= fgrmees” shows 2 stesp fmereate canfirm I the sgrcultural seetor
a9 the main secteyr for these whe 24affer from disguises unemployment.
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Thigis s mzior structura) retragression of the econammy snce & reversal of fallirig share af smpleyment
ectar and especially m manuEcuning woeld imcly that much ol The dyrsmism
torrandiormarion has hesh arrected| Se=Flgurs 12 wikch showa that thz shars ol manifaituring hag
declines from 2 Jow 105 to row alter the COVIB ¢raic 103 shocking 7-7 59
Now Aver 2 period that 5 more than 18 menths, Cleaty, the sructurs! 34 (shategic palicy biases|
-zgaINsE manuiscIaning has deensned over the Moth years and since the OOVID Crisi: The nise in the
employment thate Inthe sgricultural Segeal K anpindly dus 1o the rszidual feveptadts charaster of
egriculture. glyen the vasr disgllsed unemployment snt disguiisd smployment in'nllia, which s

In.the noEeagricultyral =

pean mest certamiy enhancen Thal thes gemane coander agtjion nas been weak 1= bepond Gounl,

e withput mush variaton,
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Edresi 3ndl Imposm

Saport growth 25 we had brought out earlier had barelvgrawn from ZO12-33 errwards; with the period
pp 2 317 beng oneof dechne With 3 mesesT recovery since then, TIe may be seen from the mos
(ot thz 124month moving Sverags of 2xpoits Smd nporss 3 well. Ses Fpure 13 Theshar dacline in
overall exparts and Impaets gvar the COVIE was folloiles by 2 rr:-znu&w in' whith beth expaits and
imoonts hve recovered fully l2noting- POL products ma considening anly nan-POL progusts the
t=eovery Has been camislere. Howseal| thers wese sharp sectarg] differenies in eapart perforrrance
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Expert of arugs pharmaceaticals and elogicals which had growr signheantly dver the immediate
e COVID rerlod continued 1o do o witholt 2 breat evwsn diring the COVID monthe: S== Figure 14,
Motor vehicle mpatts which had growth slowly bafore. gecliney sharghy and has et 1 pocover The
"chip shartage” has apparently playsd havoo with exparts anad with redevery Nere Jewelry, pretau

sspodes related have recoversd, bub not:god reisted |ewslny exparre ieadyrnade canments oc Nave:
yelta recoier tholigh lisre 1he gan |6 much lgweh thandi the gase of molor whides and eare:
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The demestc demand grivers en the trads halanee (the trade balange on NerB0L rems| = sndent,
The Ealaniie hag declined aver the petiad of the flaal Simulle, anly 1o rice guer Madl | whidh wes= 3
period of negative demana shock 2= viee hsve already seee and tell over Izte 2018 ana 2019 given the
r&e inspendlne dus v the alacsions: Here we abserve that ever the ersis the trade balance |algetran
valtel ragecchargly In responce T detiaEnd mnindiz being curkadsd much mole than sisewhere | since
tha 21 UlLS inl i hiad ales bacas propartipistasly much lawer i India thai In'the rigjor econonues),
bt 2< gen@ng picked Up and the recivery began this hasredudell, See Fgurs 13
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Std antd sllves imparts dedlined pver the COVID, but has recovered since then, Telecom metramens
[mEsthy matile shones ang related mems| wiich had geelined from 2333 onwards recovered 1o the
e COVID =i bt notty the pealiausls that had been reached ¢ X3 Vegitshis oll imaorte which
had ¢hawn 3 dovdown from Z214 end, it ot show amy dip during the st but bas shown 3 risa
oveEl the: recavery penes naying exceadad the pre COVD levels. Sue the consumption remamed
stagnant the inceeased Import [ moss likeiy doe o lBwsr protiuction or Inkesping with stock
adjirtement /elaniges it impart dutier. Soe Fidirs 18
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Section Vi Tha Bnancizl Sacor

Motstary Davsiopmants

we had siready sest for much of the perfoa <ince 2011-12 1o around middle of 2018 the monetary
4ide st regtlalve The lighe 2gaingt the p2ecsiaa HHeh Inflation Which Fad staned =t two ye3ie

Inte the foal aritinllus, had mzde the monatary side highly r&__zridhg.-mta_;at r}_;as.rcga to r=sed

high k2vels and 3. bnef retreat from these bigh levels of 25 B o 5o, The 3 manth Tl viels s gat

posHad o ovet 109 due ta e inaction af tne BB over the tapsr zantruim and onlysiawly cams down

10 abiout 83 by 2017, afterwhich it again (0= 10 redch over 73 Byearly 2010, | Mdrris, Sabasian 2020),

Bar mere mertinently, duninz much ot this perad the fow end oond vielts were noraeing collared by
the repo and revesise retio indlEatins that the windaws Wwere-nat apen fdlly, 55 Uial rather than the
reph, thace yigldd Should be conslderad as the pdllsy rtes, given The impdicit Truidity r;g}mm*_ i
often keeping the repe wihdow shut, [t was anfy with the coming of the new Governer O, Shaktikane
[xas that this business of the fepo nob being open: Began 1022t adoressed. Alsy rates Rl 38 the
deepniess of the récsstion Was manifest dince 2013,

From Foure 17 we obsere f.h_af_t the W2 growth messwe was kept yery gipse o L5 despie the
gemanetization, and frany iste 2015 when acoommodated loreign inflows resumed (NFA growsh). the
M1snd H imezsurss wers kapt Under check atabeaut 126 Haweves, the 10-y2ar band yislds rose 3230
froamy 2617 reflicting the = u—.:ﬁrﬂ!nt!.r in the finsncal marsts, From 2017 arwards the
divergencs berwesn the 18 8nd the 1yv send yizids s only increas=d and'even inta ths COVICECTisis,
Sep Figurs 18

@ &l the principal Instryments Used, brimgme the {3 down from 4 103 % during the grsis (which

salso inereased the narraw monay multicdier MIGH s may be seen rropmFioure 19, while increasing the
growth of NI to beswaan 13 and 179 pie annum |Figirs 17), Howsssl, the stesd monay multinliss
Euld net be raied gwen beth the low demand situation and The weak trapsmission mechaniis)
through the banks: Tie Cash f Bepasit ratie fell 25 the depasits grew along with ML Onge the GIR
WS ratsed Bark the narrow monsy muttinlier went ok to the pre COVID =vsls,
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Tha Lmonth TE fell from sround 58 gee COVIG e abniit 3.253 during the COVID racovery periad (1
date] & by arcund 1 755 Smilatly, the Lyr &8 vielt fefl from 3.5 10 3.5 Les by about L35 See Fgure
18: However, the REI colld barsly move the I0W=ar bond yisid which continugd 2o be dround 6%
frovm the pre COVID el of sbeiut 5.5% Tia Shpedr izl fell from Srognd & 4% gre TOWETo shout
53 bafore |t moved up to sbout 56, | = resulting in = tall of bansly 8.8 % a5 on date. Tius, dessite
21l the measwres that the RE( has done, the longer daration razes have nat falfen, This ks meesurprismg
arall. As argust betovs; siven inflation targeting as the stated pallty-ant manhdate of the RBL with tha
actusi CPY, tathes than 'ti'-__a_;ﬂ cofE 34 the taTgel the marhat wo Uld anticipate that the shorefem fatey
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ETE MO ZaNg o 0 stegdy sinse thay wouid miove with commadity (oo and fusi) sethasthe mamet
wolld diszoln Loy thart-tarm pates Svan when detsainad; 3= 3 310 1o lohgsr taom 7ats, Thic walld |
be sxpecially trus when rates arelow™ At L month yields doser 10 5.5 to G4 there = bellef that the
rates are ‘notmalt Tne consarvatsm of the central Bank toe after it had punighed the esanamy ove
long years with TE rates being above the repo 1ais have #so besn respangibis for such expectalions)

“The RBY'S retuction (n the CAR dramatcally incrizsed the money multpler though with miuch
volatilivy dver the recowverny pestod Thes rot 3l the inaease in ME was salang the form of excess
FEzesver the llgUidity In thesyoiem Wizs Being shHameed and the' CRE rellictioh was working, Tha
beozy multipller thasgh remained steady with 3 small fall thérshy indicating that ihe broausr
multiphier cauld not be enhpnced siznifieantiy by the £all jrv the TR, See Figure 18, '
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Tha/lending riterof Hankx thow & mivad gletline in kedpands 10 e COVID cridis and the initidtives of
iha central &nl&!nlm;némmté;ﬂn ke the Same the pality rat2. This, the hae rate of 10D
B3nk and did not change at2(l, that of Punjab Natianal 2ank, 2us Bank and Union Bank fell by about

2.3 % sl ramamning fugh ataround S=3% Only for HOE Bank and 581 wes the base nete reduced by
dboUt 25 from the pre COVID levas ¢ ead 2019 58l anl) HDEC had lowsred it base ratledulistantial
even befare Thus brosuly the naze rates Have fallen in syme with the reduction of the rese rates and
1he fallin thed yr yields and permaps mane than was the 2ase with the Syry\elias: See Sjgure 20;
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Tri# MCLA of the schegulied banks shoiw that tnese were Blling sven belors 1z COVID crise e 1o
tha repo (2183 beonmiing trul palicy ratéc from midedlz of 3010 aavirds, when the A8I hao-ale
lowered the reno rates. Hawres=r, In response to the COVIBthe il hasbeen unhder 25 with tha MCLA
for private Sanks gaspite the fall in the repo rate fieingquite high —abkove 25 whith was the case fo
the inedian MCLR rates, S Fom 3]

Govxdl
1wrWiRof Schedgiad Cemoartsh-Exans {TF)
8 §
_ﬂ_\ﬂ;ﬂ sl ——
Poeily A ol
Fimy Medzo
=N = Fraiah hiedizn —
_ |
E = - =
= ="
= H HE= — - —_—
E —
T=
T this vy Firants) e s



Viglily and Ceasfit o

Despite the fowering of ratés, the Tranemissian o lang durstion band yisldi remaining probiamatic <9
el the yieds on corporste pands and the (ending by Danks for capial ronmanan wild be
problematle. The mezne gl b = {f" == — 1)/in{n) wWhich L a measyre cFuncartainty oves Time that

firangial markats mrﬁa,thbws. !,haieuen befor'= the COVID Crics From 2017 gniverde it hed rsen and

dire to the erisi¢, [t rase sharply quite |vs during the GFC but kas vet t= £3() in tndiz, In other wonds,

the R8BI has despiteall sftorrof increasikg howmty has not been abls tocomince the inancial marves

that rates cier the ltingar petitd Wolld 00T E0 up, o that the longer bihd Wi2lys remsm high and tha

Yiedd curve CONUNUEs 10 bﬂs"&lp Thidls o G1 AUFpeiSing ghvan this izt of inflation 12 rEating practicad
by me 51, 3= mentionad sare, B2 Fgure 12

== I

Egr Wamsyte of Ter= =g e -
=T T T ™ ¥
Ty =H reiasrre oo Zrmth TR

Syr S8 st slyr 0
L 10 yr E8 raisise tod ym 28

ooy = i !
| |11 |} |
' "ili_’,,- f L Ll b o A e )
- '~ | 2 et} ey Sl 4 b e n=]
a - v * ql |
At — - ; : — ;
== 10CE —=in —— alz- Liis ihis Lis --li

Bfors e conzillar the cradi layws o Indictey the carparate biond yisldi re seveslitis. Refatiz 1o
gift.the yleldy for AA rated bonds had ben bhgh trom 2016 emvares By over 3 1.2, Thizis bersits
1he flascs with the NBFCs and the karge deleyin the recapilizanon of banks: Theinfusion of pital
[neo P5Bs began only in Dct 2017 ant by Deramber 2018 zoima R, 1128 lakh erore had besh infussd,
(pia, TOLR}, Thiy hislp=d tha girchacs of Bands of &% 13124 | cumpanis L whith brodshr down the
premiians However, the probiem of ILEF‘E whose Inar= l.'.'swsm‘ ﬁh-{!tmg i the mirsstrs s space
were known. had o-declzre:zcatt unanle ta honar 113 vast dette pat the finanez! sector inta 3 desn
ganie [ST. 2008} and/the pramilims for A2 bands rose skaiply 1o theit Righast in 3 very 1ot parkod
with the fiveyesr premlum tising to as muth as 1.8% whils the 10 1. too rose to gver 145 Just
batare the COVIE Trists these began 1o fall sinee the REInad loasenzd its stanzs from 2053 enwatds.
Ssa Figure 23
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Fhe Initiativel of the canteal biank resdifad (i lawering the prafhlumd for the [ongsr dusiation banid
but notder the 5 1. bonds, whith had reacived their highest Buring the Gz snd <ontinued ta B at
leyels exceading 1 55 even crar The resovery perioa, Fr 288 bonds The pramuums dessize 3 1Ee 1rom
2018 ta the crisiyimaderared tharieatiar, THis iy becauss the yleld curve salt had stesgensd with yislds
ot longar taim govemment bonds (e haylng dlyarged sharply

Whnenwe tonsiden these deveinnnrents slangwith the marginal fall in the lending rares, i1 s oo
that k= leaddinz AAA firms Tared no iesussin ralding capital sithal beldks orattar the orish tholgh tha
ratee they facz are far 100 high in rEiation 1o the rates for shor tarm findy. However, for othier firms
lawerin m|me rating T wauld have been aricthen stapy-Exven for firms ane téve] balgw e 288, L& for
A&firmsthne rigk premiums cobtinge to B2 high ezpecially for market borrowings,

“The aztual cradit flow fram banks tomuussry dispite 1he significant fall in she MCLR and the S2se rates
have heen mited. Tetal Nonfoag credif has grown a1 ess 75 i) the repovery pesiod, and orad o
IMoustry hac been barely positive. Ses Fgare 24, Fver sines 2011-12 when themajor tightenmg
happ=nied cradit growth had declined ard Thie biump up in 2018 did ndit hold, 2o that In theimmediste
pre-COVID year, the cretit growth ta nuustry sharply feil from =boat 5% to nearly z8ta, So, desgii= 4l
theettortsof the 85 the craoil How tothe Industral seexar has not been anywhers near whas jeanau
Kave biean tar anztonniny that many beldve s |USt on the K=ginning 63 long gelayal Investiment
tyis,
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when the ceant flow from 5582 s oonzudered in tenmez af H&is.:f.aagz_ns.aﬁm; o micsandamall units,
Lo metdium szed units. 2nd to large umnits, wie see that thecredit 1o aree uni has nol grown 2t 210,
dnd 1o mizrs and singll brirs 2 wall Bslow 105, Fur Madiui indistrise thare = sppamntivaE vary Brgs
Inezse gver the COVID recineary pericg), 2ot we remember thit the “Madlum® industeres for the
R 152 resigual cazegany, with less than 1% of the ceght, then the change 15 mdat iely to be due 19

‘lasaifigatian. though Jt i 2esin (hat thers (& ravival fram a Vieey low bass 22 well Di2esl oradit low
10 industry 35 3 while wis havsring araund 0% growth in the escavary penod, For Mediem ngustries
night from 2014 credit srowth was negative or 2ero, amd from 2815 ithas been mused 1 indusery 2nd
1= 5178 Wise Segiments. S2e figure 25
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Trie growth rate of cratit e piionty zettor |0l Mo 2020) was well undet 108 which wasz a
continuangn of the tréind bzfors the COVIE crigialimastflom 2016 Thin, for the priality sectorthers
hasbesn i growth in reditfor 2 longtime. Far commerciat real essate and housing sher 2 recavery
i the immegtiae pra COAND pesiod whan the gavermmant ) ered gp e 23pltal basen two Tranches,
therewas [ecoveny. whith Eiloff to under 0% after the first thies months of the COVID offeis. The
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crediE g NBFCs shos un-from 3 vary low leve! in mid-F017 3 threugh I018; 2019 and 3020, as the
goemment shared yp tha cpital bacs of the DSE2 and from 2018 onyards 3 the Intersat rares f2,
Bt fram mig-2029 onwends the crexiit Srowth to NBFG declined to under 10% ann owsr tha fast
quartes as been practicaly nil, See Haure 2,
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Thug, the picturs of credit growth 12 industry s comirzant ar helow the pistare of racovery (sl behing
F1T values| that we saw. by conzidenng the index of indusmal oreduczion and the CMIE senes an
dingildymint. Oradit to deposit radiy hed Basn stopnant gince 2011-12 [Ses Figute 28] =0 that ths
credit greveth woulg gnly have kept pace with the dagosit srowth, Le With M3 grawth which 2zt ge
23w was muth et all the way from 2017 {See Figare 17 again), Bnng the GAAD arfas e cradit
Jdepoeit ratid il sharply dnd had contimusd todo so simes then [See Fieure 23| Mohatany mieasures
haus gone 3 distaies 10 reduce the lbe-2nd jrTsrast rate but less <o 1o rpduis the langec dursziih
interest rates Anovery e te raiss the credit i urz-dnznue uﬂnauv it & 2 moot pointif the latter
i=passibie threvgh monetary measures withouT s very ynamic demand <tuition that tnngs séck the
[Fvestmient tycle

CovenmmentiEneRdIn=

Lising Hionthly dita on expenditure Snd tax callactinns ie prumfn-eatm bazziece af the palitlilipy hers
which hzz systemztic sessonal pattern so that Svan & YOV massurs would not reves’ the urdai-u!ng
wend. Yer the manth o manth varkations are-ton bigh for the frensg tereveal We hawe wed 2 roting
1F msnimn rr*m&r;g average of expenditure and 1ax revenus 1o consider tha trends [novar the COVID
ing the resaary perlods, This Lanfifme thas govermment expendiiwe has bean dynsmic and has gang
aver the levels the pre-L0VID year, The fiscat eimulus of nearly L.81% of GDP which we had
estimated i Morns; Sebsstan (2040) was ne doubs responsitiie. However, tne aciual expendtures
Imsy Maye begun well gtter the COVID glarsr in ths a5t quartsr of 2020 and thz bulk ¢tk kappeniig
In the first quartes of 2621 See Flame 37, fsvenu= esnenditure axcluting (R1erest payments and
capitzl exmenditure are what drve demant, 2nd thess rase from the middle of 2321 Syt dnce then
r=UEnLAE expe rEiTures may have slowed oowmn msa rainally.
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O 3 guartarly lm:,ﬁ'j,a@egal'mn af maonthly flgures | we ses from Tatiie 10 that revenue sxpenditlre
ks gone Beyhngd i€ hightst leydl searhed in the fame guansy i o ple COVID peslad, Cagits]
expenditire has been very steady and sienificantly mare than befoce in the COVID perioa Tax
colleczions oo wisen simllarly cansidered have nsen from well Gyer thelr pre COVID jevels. The neak
Ir odizrall expanuditliis Was rezched i the 15 guirsds of 2021 atter whichit kot dimbisd down o levaly
that a2 alistls Nigher than batore Thue, the fiecal simullus has weszkansg tines Q1 of 2021 The gross
fiseal and revenue defigits, are siready on 3 trafectany of ceimimg down from the high tevely reschied
vl stimils penod . This may be premanire since the sconomy hes m recoyer the lpst arpyne mnd
tha diim:and nesddts be slitng enoush 1o <iart the Investment cyele Invedtmaiit hal been iputtating
¢l the way fram 201213 )
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The OOVID coisis 1 both 3 messihve supply side thotl and 5 Uemand dide shack Thersfore, Infleslbh
sutetemi=s are difficult 10 predicy. Both shocks Iing negative, the only way the etonomy Gn =d)st 5
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try @ lange reducmion |0 aUTENL TS auer = auarter when the lockdowns happened the SurnlT was &t
204 bistow s normal leuel ar warse

Trerewoutd ba an inflatiamin mems like yvegaiatdes, and tems of mass conssmplich that anse ewing
to thefracture i trie suanly chalh. Az these areestored the supply Ehains in etrs tnat invol e more
rolidEbaut wayd of proadustlon could gat Sffecrad fartling 3 spseifif, iollation (A thess Katne The
inflation in these items il sustained over #Enad_ of mars than & gusites muh:l Bulld inflationary
Spettations that eould @ve 3 pwsh 1o the overall eore imfiatnn, However since e sifuation 43k
dne s negative derhand sholk addiessing =Uch push Up cammot B2 without thecast of 3 siviwd Sl 1h
the revival Cariain ubiquitels lteme lie o and gas. and other materizls pices, and new Sami-
eonductor” chiss poss grotlems which are not easytoaddress

Inflation as masslitad by the CP g been balow 55 from mid-2019 alwarlls disping 23 low 45 2% in
Mig-2677, Grgely betan= fodd [nfiation had remaitied low, snd with the CB) having as much 22 45%
ineve 373) welght for food, the depentencs |s not difficalt 1o undéestand, [t ress i 2020 with foad
Inflatinn reaching levsis closi to 6.5% befors stabili2ing at thiz level throlish the COVID erisis and the
razovary neflol From 20203 fell Backtas range betwaan 4, B3 B2 % or 40, Se=Figurs 72 However
the<ore which i the measuis of ddressable (aflanon, was far mnreﬂead't operating within 2 rangs
frarm akout 4 1SN rismg ant falling with the gass threugh effects of food and fuel pices, with to
Wenid ta take st away frovm this lewsl 2l 2038,
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The eate and the “supercors® (whieh sxcludes housing as weill, from 3013 fell tea fow 3.73%
lappiroxdmiztaly) owing 1o a tout of low tood inflatian hallowsd by vesy 0w TS iliatmot, again with
pase thiw with fuzl inflation being miere quickly pasezd thiough whil= food Infation involvad a y2ar o
0, Thus, cur sarie sxplanation (Marns Sebastian 20204, of 1he determinants of inflation remain
inzacr. The coreand the seper<ore are-expected 1o be-close-in this pened, sines housing inttatien &
‘na of the staadiest itatas with signitieantly much lower volatllity, LB iy in Indis g the abaurd
way in whith housing prites {rentals) e datammined that the housing £81 shott up a2 agpened in
ZIALL which we have dealt with in Maorrs. Sabastian (2020): in thes peneg snce 2019, there was
rio TPay Cormmisson” =1c, & the Cors and ine “supei~core’ go tpgethet. The core has falleh Bethe
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toad intlatian came down: from iate 2020, [ wadld mostcersainiy have fallen o lower than 3 hasd
tha fUst inflazln best doe puhad to recand high lsald of puad 105, Fusl prided ar antiialy extesnal
ta monesary Maniagemient, being largaly 2dministratres Iooverninens 3nd il campanies deiding the
taxes) ang glotal with oo fesdback fram India & demana curtalliment 1o glebal oil prces. Being pas
through both ways a5 the experience now cver decanes would rell us; there Is o rationals 1
ratpang to this viss I the &a | the COVID recovary periad thiraughi sny king of tightening from the
el [ i ’.'E-E‘u . . . .

Futther =vamitation o the Igiys2aor wise intlation rrusaisthesupdly side dyiminanee ib thepattem
of Infiation over the COVID parite), Frofn Fguie 29 e sea that dothing. g2iment nd foot wear the
nflation in witlch haa besn 2 low 3% or satince MIA-2015, maved up fram the setand quartér of 2221
wabous 33 o 6% Thizis Hkely t bssemporary. Miscellanecus gaoads whieh inclades much of the
kgt bf the Iratit of the TP [HolsEhold goode and verides, Health. Trancgart and Cammunication,
Tducation, snd Peesanal Cars and SHacts), roze to drive the core duste the pull of the high food any
tuel orces 3533id betor= Sur within that househald ganes Seing more groduced 1n characer have
breen (a5t b0 f=spekd guike like detiing sarments and foobwear. Housing has remainsd muted #hd
balow 8% sinds there was no chodk gvee the pariod.
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Srliseanion 10 bas shown 2 similer patiars 22 o Gnly 2o be shpmaied ramalring 2 levsls betasen 2 and
4% See Figure 30, Heslth and recreation remained confined to their old levels of Setween 4 sna 6%
with Both fiimg slitie 630 during 2021, health Hirat and then recrsalitn foF us: two months, The rise
Ity rezrstion h:é.,um tnthe rsh far shie sarvites nnre the travel rastrittions wene off 2nd the opening
13King plie and due o the bunching of pent up demand. Health senvices & of course related 1 the
VErY Brge spgre in demand and 1o 2 temooary j2g in e sypply reeponse SInEe e supniy rRapanse
cc3n Be esmBlred 1o b Woh thiefa Bding fagy Harrisec 1o entoy, I may aldo e dus 10 this lekge aUtiayy
i gubslicly supported health imsurEncs, in 5 situation whers thees sllufe supply '
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Tratspolt thoish shows = very Brge <purt In Inflztlon ot the COVID perfods and well Into the

recovary perlol, This I due to the stralght pass thiough fec of fual prl=s on Truck, bus, 3nd t2x)

servies pnees whikch had vi2en over the same gerigd, ang 5o due 1o the ncreasad demand en mead
Legngport 45 [ rall and 3ir serniees remained <hul ar asarational 30 low letseiz ofl 2imosptha 3¢

gusitesnol 077

Thus there js asimple supply side explanation for the inflatian, ang therse Being file or 6o
expeCtations that these would be mantamed, =ven core mfiation tatgeting would not requirs any
tightening messures puarThadtuaton in Novenber of 2051 Fhatthess dfe oo Sgematind of 3
seciilar rise in the inflation may ko be confitmed from lhe htl'a‘wnr of redl wages. &5 We haye seen
petors trom Figure Boearfler nural real wage st (agricuftars! nom-agricultarsl and tor bath males
and Pemidies) have kemaingd flat Nom 2018 ariwaeds with anly =miall imavements. Ditto With tha
MNREGES weges which puts a flooe and 2 reference for tural wages. Wages in the comestitive il
marests 2nd in 2gnculiure — 1he resdisal sector —are entirely dependent upon e P! 2nd haye seen
trovementsonivin keemng with the costof vang and Romare; thus sgain showinsihaton rural wages
thare i only & pass thru effect 3Nl no Sustainaed iz Baded an sipectatinism

Wedon't have sguivalest manthly Gatz for urban wage rates, B the rural Being tymueally the jewer
of the Iwoils petter Inticztive of any base wagse pressule othar than [Mat dus te basic gaods Inflation
s thiu, Lising the quldrtesly carparats <sctar axtimares of the OMIE the thars af wiages for afl
campanies m the Nor-fitdnos! seczor, 2ndin the Mawfﬁ_ﬂnm segirant af the fanmar, bosh shaw

szeady bevels If not 2 small tall, See Figure 31 Thesham nse aver the COVID manths ts only 1o be
sl sines many ihdustrigs remainsd dissed whille stlll paying {or their svpltysed onantual ar
Tpmrmanent” contracts, while they did not have production or had much reduced prodiection. Wage
rate data from the 2nnua! Survey of Industres (ASH 15 svaitabie oaly-on annusl B ang with much
delEy.
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FO infiarw groveth had stowed down sver the perad from 2813: although it had picked up thegrowth
kates tavar reslly reachsd the levele arhicued durng thaTigst” pariad, nor what Watachisyed during
ih= periad of the fiseal safmilus Buring the COVIB It ra dipsed, bt revived 10 reach growth ratss of
around 35-20% per annum. Smce FD| flows are volatlie we have 2aken tha YaY growth rate of the 12
trionth mowing sverage tonficate thetrendd, SesFHgure 32,
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Fil fhowe ar even more volatlle: In fgure 33 we hisve the 13-month meving average of the portfolic
irestment fiow=an BSSmilllans, aftes the G743 the masshve liguisity expansion sk plyce we s2e
= helghtenad leval of Nows, though with much valatifity from 201030 the way tothe present: I the
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nre COVID period the tlows remaned overal| posive but somenmes were even negative We had
earller congidered the grods plrchasss anid<sles to chow that flaws had doved dawn In theimmadists
s {'.'J'l.'lE- I:-Ermd The tignt lguidity candition | irdis over mudh of the periad fraon 2011-12 dimost
until oig-2033, 15 an added factor in the high liows oversll aver the perigst in the recovery pered,
large FIl fiivs niave been (Hstrumental in the tee of thecapiial market Bl aimost =nd Oceber. Long
sarib intdrza? Fates in Indis comSieed 1o tite othsr dypemic east Asizn eeonpmisr Ravi b=2n fugh
which vl hae helped to aeeracs far moee TO1 am Fil NowsTnita Indiz redstive 1o the :ﬂ::aural then
in these ather courtress, of relatve tethe potenfis)n the Tiges panod, in e Snart 1o meq am 1er);
This would hava allowed Fll ta trasse tha imarkst through high valatiity to reslize galac Frobv the
Indian mariat. '

L=
LT crtgem= T —3 e memEm of ST eos T mamewed [LET ==t

'

20N

I=DEE = =
. f T =k i_uhl:?'. =R

Olseres from Figdrs 34 that the deviation from unoovered panty [ine =0 calls) “fisker open”) in indea
has bg2n lzege, 3 had rissd fram ths GFE 10 the t2per tantriim guite stesply to redh 2 10% |eial
“This meant thas with refersnce ta the LIS the |nterest raties wers &0 bigh for the forward sremium
[Expeczanion of the crency depreaanion | was systEmancally ovaresnmating the-arty s | Xnest or
reslized degveciation) by as much 34 LOERIght through the gerol thid has bedn In encess o 249
During the COVIE 2 | came down (It bad besn falling friom 2013 when the bagihinings of monstary
£asmg from the very bght levsls began, ane fell 12 below 45 frem 2018, vathi the new BRI 2ovemar,
The hauidiny expansmn over the COVID recovery helped o iower (£ 50 abour 2.3 10 3% The fonger
Cdiration valuss Walld have lollawad thase mrands dosely. Obsadvesslin that (4 Thins the “ladet-
pean” has been ganeral undar 2% fod much of the péndd whian It was pursuing 2upart led growth
policles. Smce the GFL @ has gone up but it was s2ill lower than far indiz by around 200 Basis pants:
Thue Indiam poliey maksrs refatiee o Ching have besn very coksenative an tnisl monetany pollcy
Stances, kepping the Intseedt sata well 2bovs the rate raglirad to Bring sbout uncnverad sarlty With
u:r—a!i 2 3% tamtry risk which may be _-e;ran‘tﬂd 10 ndn-resare afmErging rrdri:ﬂt aignomes
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The 104yeat govarmemnt bend vields arz imooreant in i=tiing the reference rare for itk free earings
i Investment detisboms: Obserya that amane the emeraing Asizn-counines and China, covered in
Figsire 357 India Bas had thehughest rates. From arount 1013964t tell 2o zround 7% and than ros
again o cross O (A mid-Z01R and ks fallen Sinee than o raach zlitle Shgve &% on thesve of 1
Cebien Dyer the erais b fell Bii=fly tounter G 1o remiain = il abave that lewel cver miuch d tha
recovery perios to daze, itis ghly anlikely than it woull go dawn from herean, ifwego by the market
expsctations: In cantrast. inthe ceses of Ching, Mislayeta, and Thalland it hes besn onter 8.35%
thedlgh the garld. Far China |t has bien gengrally Iswes than 3% fram 2018 anwards, |n nuns of
thase cogminies dowe shesrve 2 very sighifeant fall froen the pre COVID leyels, ewept i the case of
‘Chuna from itz lew (lowese smang the set of countries] ore COVID levels. What & inzerssting is that
Vistraain the pewest sotrant o theFartks ol the Bl Gacomamiss | iac withested o stesqy fall in tha
rat= from high leusis n 2810 t reash vary low (ovels of 3685 or & Clezely Vistnam has besn
strategiong 5 ELS by now ensurmg that (S2feit rates L83y fow 19 spur investmants: This, the
proolem of hignsr mterssr rages in Indie 5 20esult of the anentaiian of 15 macroemonamic-oolicy
toyeards tha narmat “<abliration” gnd Inflation targating in ELE countrizs |3 “aratesic” whers
grnw:h u:Jng,-;!ﬂha} ﬁﬁlt&u arl SpATIng art'rt—ufv-ﬂt = the cors abjective of mstrostonemic polley
with eore-nfianion botings a5 constraint
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The higher EDI B, that has besn happaning drice 2013, bsodd Increzdingly ob booken-iaid
Investm=nts and an taksovar of Indian bos(peies, decpite low growih, & pot difflelt o fatkom, s
alsa the high Fil flows with nigh velatillty. TT 2nd softeare busimesses and stanups have s=en 3
conginued flow of FOl despiie the pandem)c

section VI Condlusions amd thig Immediate Situation

Tha (VIDAE Crisis was universal, imeosed negatve-shocks on both demand and saooly. Al over the -
world goverrrfents caiie olt With lsrge slbeolt mSsulies Uy oltp Up @xpenditul'=and llvalihoody
#nd diore up the net warth of antaimprisey, which werg badly hit —ravel, antertainment, hespitaiity,
taunsm =10 The posstble jieffects of the crie coule Be nturtivaly glear 1o eyen the most diehane
‘stay-afl” sconoirists ats poliboans. The expefience of the GEG, and the successful resparise ta the
samiz thar tha IS under BaFnanks pionssral, wat i the mesmary of polley ravers

The Gowgrrment's “20 Ikt crorestimulis® package when unfaveled revealed 2 more modest B
1.721 lakh crore Indluding B direct sxgpenditure Increass of Rs. 0.331 lakh erdre, and transfers (o both
corumars gnd singll producers] of fs 1330 |akh (rore The rest wiire liplidity, cedivenhanciment,
gusTaniess, and provisions, 2nd irrmuted Tha rasting of the barrowing lifite of #ate Eovemments hv
22 of GOF, Th= expenaiture and transfers estimstes when fed |nto an expendifirs based model gave
4 cauntevaction af abiout 20654 to growth. Ghawth vith no flea] countesaction but with na “caliapie”
of productive entities would hawe fallen to batwmen 28 14 <125 The year ended with an sarly
sstimate of GEP growth of =7 5% which frst Anvance Sstimates of the Nationa! Ststistical Oftice
tevia ror 7AW [ R3] log rates are used). The “tenritenal” approach te the Inchdiowne: and the
univessality of the sames, the “unantibipited” displscgment of migrant Jshor, evpimel the limitations
I the "lrse-jerk” respanee of the sdminisration, The lodalowns amplified 1he sconomic downturn
12king SvimEg 158 2o ah impact of -L1% or elese 1a tha maaan we had etimated n early May. a0
The brunt of the erlsiz was borne by the workers on deily contract esgenially in the manufaciuring
_secar, Employinént which kad more or [escseagaated from 2017 tived.

R ooly froo 2056 that geteflad reanttdy etz o UnSREIoMIENT. STRESSYIENL 2nE e kot Tiees snl o
QTR ausihhls from tha CMEE

54



The EBYs measures heloed to expand gwidiey, shore up many businessss-and kept the tinanoal
Syds funetionihig, Indesd this ULty svpaidion and the sugnott 1a the NBFCLand the gmall firrs
thromgh the Targesed _ul'ig-T"'Fﬂ' fepo Oparztions TLTROY helped 10 vercome the pracsrious
siraatian in the financial sectan, which exstad eyenpriesr 2o the Crsta. Thee abnimy-of Nguidity expansion
1o avercame the negatve effertc of uncermainty on finanoal portfoliss, and on the financal sectiov
nary generally, worksll Apd muany madllm 2820 stterpiEes were thored U The bk toan by
Hmﬂrt:e:r_ﬂl.w&remﬁ-rbatmr chape h_»ﬁ-yg'- before the Citdis.

The contrast batWees the fseal dnd the mohetary eoponies was Very szaik THE Ums the BEI
respnilad in kind, whilzthe govermment cantinusy to delay and moderate s spanding. Earflerin the
counter action of the SFC the sovernment respongded, winlle the ABI silked.

T2 COVID saw Uk mploymieht rize 19 facord Kighs of alsost 30% during thelockdown dlaits:s and
than fall t the |esvels befone the COVID Criss, Thess [suels were high. But the unsmployrient figures
Hids the deeper disiress in the <oomamy The difn praspects of employment made many people f2l
off tne labor foree. Much of thiz:is invvelunzary, even it Boed nat appear as such. 7 there was. a
radarvation wiige it ka l‘!.ﬂlﬁ.hfg;jm: ug I gince 2014, 3nd may haid aztually fallen, Thie employment
figires Bring out the 2rim pitzure. As latz 2= Moyerber 2021 the emplyrent in the manufacsuring
septor was 309 selow the preLOViD level whnen measmes by 2 relling 12-month average
effigloyment! The riss in emplaynrEnt i the agricollural ssctal pants the sams picture: since (v a
Situstian of Hopdlasnes peaple g0 Back 1o the resldisl <setor that boliges all the diggdized
smployment. Betwesn 3 1a8 millken pEﬁnlﬂ have yet t regain vityateves mror;ment they hatd. Mast
carainly, ineauaEisy waols have nsen sharmly, 115 2is9 ilkely that p=oiie unden the poversy (ins has
swailk=d, reverding come af the hard=pan gains mads ovel in the B2t espedaily over the pericdt of
High growthe Faw industri=s Iave r2ached thair pre COVD laveks of oltput, and only 2 couple —
pharmz. rabber 2nd basc meataks bt reshad dloss 1o thele trend valies. Cverall the P wzs 2 mers
132 abowsthe pre CHVD [evel. Yot the siock marker peaked 1o reach dizzying heights, This: as many
befizue IChot hérauge of & rur=awsy ovenallatioh 1t can almestentingly Bie evplsined by tha fall in
the discourt rates, the fell in theshars of interest in overall sost the redustion in the corporate tan
pates whith nas nappened 3 wee bt befare the Sz, and the snare of fabar in wsts falling a5 the
serdrsuree shifted in Tevar af iarger plavers with less labos intensive modes of preducton, through the
rarovery itsel was weall,

The GVA tar the year Z(21-22, avbasic prices (5 3 mene-1.95 ahove the leusl in 201520, 07 1.3%,
ThHis = ardly 2'Fstavsry far ah staniiity that cansasily cllp at rates in 2veess of T8 Thedip ingroith
shuld s baze foliowad by's bouncs that sholld haus coversd quite 3 bit of the lost sround The
patteen-of grewth, when canslersd from the gemand side s interesting: vﬂmhie& {essentially 2oid

-] (En3ments| purchase has snawn = very high growsh nsingee a valusor 178 7 indexedt 1o- 201630,
IKEsping aclis net SXoors anl stock stclrmilistion, snd wirking with the 2=t gledan Imlex vallie o
GYA af 1014 snu. further rameving Geremment Fins! Cansunipgion Expenditure 1002 in other
wirsfs, the recavery has (st aken comestic aamany Back 1o the Z015-20 |evel Gvar nearty 3 vear anc
e auatierz of recovety. SzeTalis 11

Deivate Final Comsumption Expenditurs stil| ramzing 30 8714, L&, nearly 2 poins below the 2018-20
whieh maedf wias g jaw it The sharg moreass 1) valuables, 413 time whep the ecanamy (8 gewn &
sugesstive of raing inzgualily. ENpONE anhd impdrs have been asilvad liking with exaorts rdsing 0
LU0 and 1103 emspectivaly Thus the extermal markat demand, 25 aido darrand from sovernmant,
have been vitz! far production in India



The veanended with THe Index for manylacsunng a1 3 medess GVA of 1044, Noz surprising that the
gtz thiowe Trade, Hotels Ind TrEnhonatin 24r ta have t8kes 5Big Hirlisng 31913 for the year
0210 "

Whan we look at the imglizit defiatar, itrose to 1118 gvirg 2n inflation of 3505 average across the
Lty yEars End B g T B3% jn thie y=ar 202120 h Some s2etned |t has besin even Wigh<r Construetion
g1z 1778% Manufarsuring 8585 apd Mining and rm:rﬂ:’. & whopping 33274 Claarly the Chima
ifert, ang disruptions (bBoth mining: amt fogistiel have raised minmg angomunemal podes. dng the
Inflatisn in Manutactiring:antl Canstruction are beyond oubit

& New ‘Losiztic” Inttenenan cshe OfFing*
Its beginning 10 bezon= cleat that the Inflatiin lo3 glubal phenamenan. s itemirely basueof the
Chinese dfisrustions? While the Chinese -.iisruphm-n have f.‘&_!tabﬁ'.' t=ert IMEArtant, f couniry bas
essaped this inflation, which for wans of & bemter word we wauld like 1o:call *logispe” infiation. The-
taw guariars of near compless intan'uplion of 2specially Intrnational movemante of Qrgo {by shigs
and dlreraft) may have basn the root 2uss The sheer complesdty of the movement beth aational and
insanational m the megtern ecanamy s difficult te visualze; Goads and subassembliss mormatly move
czoroEs MWDiplE coUnINes, sTay In warehouses. are pracssed I mulzipls tRemries ans 0o o retallers
and wholzsalers The sptitality of the-netwirk had energad gradually 53 the sstdim avpandal and
erEw, with the feedback of spatial price differences reflzcting congestice and leglstie costs, feeding
satk to:detision makers i arganizations 1o treate logisti investments slong partitular routes; and
Handling stations: Small shocks slow moving Changes could be aduleszal by Incremsneal cotimalloy
aften ariping out of analysi, '

wWhen the system was pushesd (24 nearn compiete hall these 8 nooway 1T &3 qndddy 22 Back 20 the

‘Optimal Even If'a partsdy Shanghal has 3 pr::agr.zm 10 optinially menage-the berthing of ships and the
handliig of contaitars, It cannal really e the samea dince theee & no constancy 10 e gattermy of
cargo if neetds te-handle, given that we are In 3 peviod of re-ememence of e losktic networks: &l
RErEs waollkd Tace the same pronern and thers s gy dynamicaslimizason software that inciudes s
the nidior portel Hencswillynilly arly the"rmisliet” can salvalthe probliss 3l It woull1ake tims, Tha
markets’ way of wistking |5 o er=ate price signals that then betome the cues 10 resdevelop portiens
of the retwenk, Gepisy resourceshers, remeye the reseyrzes frem tharsang so.cny Tne aptimalicy of
Elobizi production and lGgIsHes was not anoptimum of @ gigantic enterprise. |t wias constiiuzad by the
apaimitn interndl 1o pasticubir corperatinng, with the nEtwarks acrtes catiant beihg bess of tha
lagistic nem-:-rlr. = miatkst mechanism — thas had—'wﬂh'ed, ard I‘IBH:E Ennot be raﬂamta:_ fr woulid
have i Te-amenge,

Unforuuistaly for the world the Ehliness disruptlont eavied by thiedtructirs] rEallgnment of thelr
geanomy dirsctes from the top would Interfere with the resmesgencs, paizying the process sng alee
raming prices acuzaly, Demnand elasnomies nead not be syrmmeric: The value 3 person amaches far
Ingtaniiie 1o an air condithongl when he s ndt yes sxpsrienea(d the sama 16 mUch lawer than (k2 vall=
that b= wendid sttach if suddanty he s depirivad of it Hik willingness 1o pay to got ik adcacs, @2h ha
very darge, and this can lead 1a high prices during the re-emergencs of optimality in laghtic netvarks,

Cinityreles [k India with lowsr vatietlesin thisir wage goods comaumption, aad vathmuch of thelrod
sutput being sourced intermally woula niot faze s high inflatien in bringng back the aptimality of the
netwodo within india. Here becsuse agnoultural commedity movements never stogpeg it i unlikely
thatineia would face an undde burden or sccolnt af rismg basie fond prices.



Farthe advanced sounines With rood (ever taste) B=0 g0y rsed ouer conTinent:| dstanzes. and with
Lo Ullingnasd 1o switeh bdtwéan stagles, ar food types, thednflation miay b= Wgharand collifals
snirs) inte wage Inflation, The dilemma really is.ahat the prics fies ars necestarny 1o speed up the
mevement back te the eptimal canfiguration of networkes after which prices are liety te fall 85 well
¥er economiste beleve that the resulting Inflation from thess price adiustments could spiral into a
raieing gvpaceation regarding (nflation Coniergants pracestesars quuck, butthen gavemmeitchas
10 be seen 10 b domg somsthing. even when what they do —dising borders, and intesrupsing
mavements, I measing —wautd have little effecs bacause in the glare of 3 meala that deminates
(Gginlon, Burdan Ies matter] GHibal codidinaticn 10 4peh up shiguld be 5 1op priority otlsowis=a
stower process of reaching the optimal woukt lead 1o build up ¢4 sxpectations and kence to what the
soonomist fear ' '

Of caunss, thes laghitle nightmars may besambiifisd by the Chine faltiors. This may give Indisn Bk
edvantage, I tuch . (temns 3¢ stee) basic metal panufacturers, chemizals nhanﬁaﬂemm'abb
autematiles and many sther progucts On the Salance there are alr=ady signsthat the manufacionng
sertar iz Ushgexparteth clamber Bach even 3 consiimption gerrand i rmused inindia But would
tha inyastment fycle revive? Faralmodt O yesrs private invéstments Fave bieen lying low, £ it likely
that with the pushal U the "hrna Faethirs, and the ‘}egr_-.m—mﬂmn w:miu 2l wark to revies the
same If thers is 4 big push 0 gemand. particlarly consumplin then the prospects imptene 3 groat
geal. Ingian firme nave plans o have large capacities and that too has bean ralsing (e grawin
Exp=ctations and hance tha mirket valliasion ower thefast calple of mosths

Much weaiid depend gman whesner this pre=aminenily 2 sunply side nBeoon-wauld imite tichanng
I the US and Europe? Tighteting: would have litts worksbility, given that the High prices: |not
etginulng Inflation) ars necsssany to signat the cptimization of netwarks. They winlld anly Lovedown
econamies Witholt much stfect on The inflatian that s bound 1o 2l 35 the networks re-emerge,
ANOVING 20K 1152 11 oreEs may maks Ihe movemene wowards the ooumum giickes And singe the
ltngth of thiz peslod owes which 2 incresis ininflation ICimpartarit In the blulldup of 2xp=iestions. it
may setuslly h&lﬁ not te Intm-nne o the datand side,

Thite Tegietics” Inflation while ontne supply site i3 different from the ol price increase based Infistion
thavthe wiHU <3y Inthe late seventie: aid the eardy éightiss, Beiig 3 prics rise thist i happaning
beczide of the misslignment and dosure of portions of the netwark, the end paing 1s known to be
aptimal, and hence the pnce nesswoukd be emporary. Inthe alf casethere wasasp=rmanent i=ms o
trade plith lp o thalr Buse by s DPEC and thiepass-thid and sevdridany 2xpedtatiant e had to ba
endures for long The sxpectationd gt of the Infiation could therefore be addrestad by demand
curtaliment,

Edniinistrative and tacrdination sfars 6F gevermmants that go hayantl thiie owiv colbiries — all
sgfasing to opan up, dear shipping fines, the big 100 contalner parts in The world coordinating their
nandiing = wioyle pe the best way forwarg. But than I e eyrrept infkation 39 the gzza) Saniia
[Mflation™ & more protracted pedod of high infiation may be'in theoffing.
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