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Welcome Note by Chairman

Respected Delegates, Honourable Guests, and Esteemed Colleagues,

Itis a profound privilege to commence the 34th Annual Forex Assembly of the Forex Association of India
here in Budapest, an epicentre of history and innovation, and fittingly the birthplace of ingenious minds
who have left a mark far beyond their homeland.

Budapest, the heart of Hungary and a bridge between Western and Eastern Europe, is a city known for its
history, culture, architecture and natural beauty, and of course the inventor of the Rubik’s cube is from
Budapest making it a perfect setting for this year’s gathering.

Our assembly this year delves into the challenges and transformation impacting global financial markets
amid heightened unpredictability. As we convene in 2025, an era defined by overlapping shocks and fluid
geopolitical trajectories, our theme: “State of Global Financial Markets in Uncertain Times”speaks to the
complexities and opportunities that shape our collective journey.

This summit brings together visionaries and influencers from across India and abroad, providing a space
for the robust exchange of ideas, forward-looking dialogue, and strategies to steer the future of foreign
exchange in India. I look forward with great anticipation to the exchanges and insights that today will
surely yield.

Since its inception in 1980, the Forex Association of India has remained dedicated to raising the standards
of professionalism, transparency, and knowledge within the forex community. In our 34th year, we
reaffirm our commitment to creating a platform for collaboration, thought leadership, and strategic
dialogue especially crucial in these uncertain times.

The Year 2025 has tested global markets. Policy divergences, lingering effects of trade policy shifts, and
volatility ignited by external events dominate headlines. Despite temporary reprieves in tarift escalations,
the ambiguity that envelops global trade is reverberating through supply networks and is felt in rising
inventories and stubborn uncertainty. This backdrop serves as both a reminder of our vulnerabilities and a
call to adapt with urgency.

Economic realignments, notably between the world’s dominant economies, continue to reshape supply
chains and competitive dynamics, giving rise to both risks and strategic openings for nations agile enough
to respond. In parallel, ballooning sovereign liabilities exacerbated by rising security outlays persist as a
concern for the fiscal stability of many advanced and emerging economies. For instance, the United States’
rising debt and policy responses have already begun to reverberate through bond markets and interest rate
expectations.

The shadow of geopolitical instability, from persistent regional conflicts to escalations that threaten
essential resources, reinforces the market’s sensitivity to external shocks. This is vividly illustrated in the
movements of key benchmarks and currency indices, which have taken on increased prominence as
barometers of investor sentiment.



once A Deajg,

th e

Always a Dealer

O LR lRR R S b 2l FOREX ASSOCIATION OF INDIA

(AFFILIATED TO ACI)
www.forexindia.org

Within this climate, emerging economies are adapting with a blend of prudence and innovation. China,
despite efforts to reignite internal demand, contends with demographic and structural headwinds even as
policy flexibility in other fast-growing regions is tested by the demands of balancing inflation control with
economic support.

Shifts driven by technological disruption, the promise and risks of artificial intelligence, energy transition,
and climate adaptation add another layer of complexity, demanding evolution in how both markets and
regulators respond. It is clear that the paradigms of the past no longer suffice on their own; concerted
action and inventive thinking are required.

Amid this global turbulence, India stands as a symbol of strength and purposeful progress. Powered by
formidable internal consumption, robust sectoral performance, and ongoing modernization, the Indian
economy continues to outperform, projecting growth at the upper end amongits peers.

India’s foreign exchange reserves, standing strong at near USD 700 billion, reflect not only confidence in
the rupee but also the strength of our policy framework. Our capital markets, led by the equity markets,
have scaled new heights and continue to attract healthy FDI and FPI inflows. The INR, amidst global
fluctuations, has shown commendable maturity, backed by prudent and effective policy measures by RBI.

The confidence of international capital in India’s story is mirrored in resilient currency reserves and
enthusiastic cross-border investment.

This resilience springs from:

¢ Enduring household and enterprise demand

* Prudent financial system management

e Expandinginfrastructural capacity

¢ Inclusive technology-driven solutions bridging communities and markets

Unwavering stewardship by the Reserve Bank of India and continued reforms have fostered integration
with international financial platforms and broadened the reach of innovative payment and settlement
frameworks. Recent milestones ranging from increased participation of Indian securities in global indices
to new frameworks empowering local currency settlements and expanding digital payment corridors signal
adeepening of India’s role in the evolving global system.

The Reserve Bank of India and the Government of India have initiated a series of measured and market-
enabling reforms in the past year. Notably:

* Master Direction on Electronic Trading Platforms (2025) to enhance transparency and risk
controls across X, rates, and derivatives.

¢ Revised Initial Margin (IM) and Variation Margin (VM) guidelines to align India with global risk
management practices, enhancing counterparty safety and reducing systemic vulnerability.

¢ Forex Regulation Amendments (2025) simplifying cross-border INR transactions and expanding
NRIaccess via NRO and Special Rupee Vostro accounts.

e New Hedging Facilities for Corporates, easing access to derivative instruments and promoting more
inclusive participation.

* Inclusion of Indian G-Secs in Global Indices, attracting sustained FPI debt inflows.
® Promotion of INRin Trade Settlements, supporting the internationalisation of the rupee.

* Global expansion of UPI and RuPay, boosting digital cross-border pay flows.
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Together, these measures reflect a strategic vision to modernize India’s forex ecosystem, making it more
transparent, liquid, accessible, and globally competitive.

These measures aim not only to deepen India’s forex market structure but also to enhance its integration
with global financial systems, support capital inflows, and foster long-term stability.

India’s readiness to embrace sustainability through green finance, along with frameworks encouraging
foreign engagement in climate-linked securities, illustrates an orientation not just toward growth, but
toward responsible, future-focused development.

I would like to express sincere appreciation to the Reserve Bank of India for its steady guidance. Our
gratitude also extends to all partners, associations, and stakeholders whose faith and engagement have
ensured the continued relevance and vibrancy of this forum.

To the dedicated members of the Forex Association of India, your expertise and spirit are the
foundations on which our progress is built.

A special word of thanks to our sponsors, your support has made this forum possible and to our
event partner, for orchestrating this event so seamlessly in this beautiful city.

Let me leave you with a quote by Winston Churchill that seems particularly relevant today:

“A pessimist sees the difficulty in every opportunity; an optimist sees the opportunity in every

difficulty.”

May we all be optimists shaping a future of strength, sustainability, and shared prosperity, despite
the uncertainty.

In closing, optimism remains our most valuable asset. Where there is uncertainty, there are also
avenues for reinvention. May we all lead with insight and conviction, championing a future
defined by resilience, sustainability, and shared prosperity.

Thank you for your presence and engagement. Welcome to Budapest, and may our discussions
today inspire new heights for all.

Warm Regards,

Viresh Kumar Suryawanshi
Chairman, Forex Association of India
Deputy General Manager (Forex),
State Bank of India
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Message from Secretary FAI

Respected Dignitaries, Guests and Delegates,
Heartiest welcome to the 34th Annual Assembly of the Forex Association of India (FAI).

The Forex Association of India, proudly affiliated with the “Association Cambiste
Internationale” in Paris, began its humble journey in 1980. Today, we are immensely
proud to count all PSU banks, private banks, and major foreign banks among our
esteemed members.

FAI has always been guided by an unwavering commitment to the development of India’s
forex markets, empowered by professionalism and knowledge. In these rapidly evolving
times, FAI remains dedicated to guiding and supporting the Indian forex community
through active engagement, insightful discussions, rigorous deliberation, and academic
excellence.

In the year 2024, 33rd Annual FAI Conference held at Prague- Czech Republic under the
theme of “Indian Financial markets- Practitioners perspective” which was graced by key
RBI officials, Executive Directors of a few PSBs, Heads of Treasury of Public Sector
Banks, Private Banks, Foreign Banks and Corporates.

In this spirit, we continue to prioritize our educational initiatives, supporting market-
linked programs like the ACI Dealing and Diploma certification examinations for forex
dealers. The course fees are reimbursed by FAI after passing the certification course.
Education committee of FAI supporting to the growth of the Forex Dealers through
various market updates, seminars and panel discussion.

FAI also hosts a mid-year assembly, bringing together the industry’s best minds to discuss
pertinent issues that fuel the growth of India’s forex markets. Our FY 2024-25 mid-year
assembly in Mumbai, was a resounding success, attended by Heads of Treasuries, well
known economist and senior RBI officials. The theme for mid- year conference was
“India’s economic outlook in FY 2024-25" discussed at length by eminent economist,
representative of technology service providers etc.

To further support forex market participants, FAI also proudly publishes the Forex
Calendar, an indispensable tool used extensively by treasuries across banks, corporates,
and overseas branches of Indian banks.
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Friends, we are living in a time marked by protectionism and individualistic national
policies of tarifts and reciprocal tariffs. This makes the theme for 34th Annual Forex
Assembly, “State of Global Financial Markets in Uncertain Times,” incredibly timely
and crucial. I urge all participants to actively engage in every session and activity we have
arranged for you. Let’s make this 34thAnnual Forex Assembly a truly remarkable success!

Congratulating each and every one of you on a remarkable national achievement: India
has officially become the world’s 4th largest economy, surpassing Japan! Financial markets
of India are the absolute bedrock of economic growth, and the brilliant minds have played
a pivotal role in India’s incredible ascent.

Finally, on a personal note, Budapest is one of Europe’s most profoundly historic and
beautiful destinations. I strongly encourage you all to make the most of the excursions
arranged by FAI, as well as your free time, to immerse yourselves in the rich layers of
history and culture that define magnificent capital of Hungary.

Warm Regards

Debajyoti S. Mohapatra

Hon. Secretary — FAI

Asst. General Manager & Chief Dealer
Bank of India
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Chief Guest

Mr. Radha Shyam Ratho

Executive Director
Reserve Bank of India

Mr. Ratho has worked with the Reserve Bank of India (RBI) for over 33 years and is
currently Executive Director in charge of Financial Markets Operations Department and
Financial Markets Regulation Department. His responsibilities include overseeing RBI’s
financial market operations and regulation in the forex, money, and bond markets. Until
recently, he was also overseeing the Secretary’s Department, which provides assistance to
the Central Board of Directors. Prior to that, he was also handling areas related to foreign
exchange and management of RBI’s foreign exchange reserves. He is also a member of
the Adjudication Committee to decide on enforcement actions on regulated entities.
Mr. Ratho represents RBI on the Markets Committee of the BIS, Basel. He has chaired the
Inter- Departmental Group constituted by RBI on “Internationalisation of INR”.

Mr. Ratho holds a Master’s degree in Analytical & Applied Economics. He has also
completed CAIIB and MBA, and M.S. from the University of Leicester (UK).
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Distinguished Panel Member

Chief General Manager FMRD
Reserve Bank of India

Ms. Dimple Bhandia is a career central banker with over 25 years of central banking
experience covering the areas of financial markets, reserves management, financial
stability, payment systems and banking supervision.

She has also worked as Member of the Secretariat of the Financial Stability Board.

Currently, she is heading the Financial Markets Regulation Department in the Reserve
Bank of India.
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Distinguished Panel Member

Mr. H. K. Jena

Managing Divector
The Clearing Corporation of India Ltd.

Mr. Hare Krishna Jena is the Managing Director of The Clearing Corporation of India Limited
(CCIL), a critical financial market infrastructure institution in India. Under his leadership, CCIL
plays a pivotal role in ensuring robust clearing and settlement mechanisms for transactions across
India’s financial markets including government securities, money markets, foreign exchange,
and derivatives. CCIL also functions as India’s Trade Repository for Over-the-Counter (OTC)
derivatives in line with global regulatory reforms aimed at enhancing transparency, reducing
counter party risk, and strengthening systemic risk. This function aligns with the G20
commitments and standards set by the Financial Stability Board (FSB) and the Committee on
Payments and Market Infrastructures—-IOSCO (CPMI-IOSCO).

In addition to its core functions, CCIL’s subsidiaries include Clearcorp Dealing Systems (India)
Ltd., offering electronic trading platforms across multiple asset classes viz. government securities,
forex, money markets, and derivatives, with recent expansion into retail segments; Legal Entity
Identifier India Ltd. (LEIL), a recognized Local Operating Unit (LOU) for issuing Legal Entity
Identifiers (LEIs) in India, complying with global regulatory requirements under the Global LEI
System; and CCIL IFSC Ltd., a recently set-up subsidiary in GIFT City, to provide clearing and
settlement services to banks operating within the International Financial Services Centre (IESC).

Before joining CCIL, Mr. Jena had a distinguished 35-year career with State Bank of India (SBI),
India’s largest commercial bank, where he held numerous senior leadership roles, culminating in his
role as Deputy Managing Director — Global Markets. His extensive banking experience spans
across Retail Banking, Treasury Operations and policy, Risk Management, International
banking, and strategic thinking.

Mr. Jena has actively contributed to the development of India’s financial sector through his
participation on several high-level boards and joint ventures including SBI Macquarie Infrastructure
Management Private Limited, Oman India Joint Investment Fund Management Company Pvt.
Ltd., SBI-SG Global Securities Services Private Ltd., Foreign Exchange Dealers Association of India
(FEDATI) where he also served as Chairman, Gujarat State Energy Generation Ltd., SBI DFHI Ltd.,
Macquarie SBI Infrastructure Management PTE Ltd.
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Distinguished Panel Member

Mr. Subrat Kumar

Executive Divector
Bank of India

Shri Subrat Kumar has been appointed as Executive Director of Bank of India and assumed
charge on 21.11.2022. Shri Kumar is a B.Sc., MBA (Finance)& CAIIB qualified Banker.
He has over 30 years of experience in Commercial Banks / Asset Management Co.

During his long stint in the Banking Industry, he gained varied exposures in all important
spheres of operational and strategic Banking with expertise in Treasury, Risk Management,
Credit Monitoring & Corporate Credit. He successfully handled the responsibilities such as
Regional Head, Patna, Head of Treasury, Audit & Inspection, Credit Monitoring &
Corporate Credit. He held the position of Chief Risk Officer and Chief Financial Officer
(CFO) of Bank of Baroda as well.

He was also on the Boards of FIMMDA and BoB Capital Markets Ltd.

As an Executive Director, he is currently handling the following portfolios in Bank of India
viz. — Corporate Credit, International & International Subsidiaries, Foreign Business,
Domestic Subsidiaries, Treasury, Government Business, Credit Monitoring, Risk
Management, Fraud Risk Management, Premises & Estate, Resources & Customer
Excellence Branch Banking.
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Distinguished Panel Member

Mr. Samir Sawhney
Chief Generval Manager

Global Markets, State Bank of India
& Chairman, FEDAI

Mr. Samir Sawhney is currently Chief General Manager (Global Markets) at State Bank of
India, Corporate Centre, Mumbai. At present, he oversees the Treasury operations of the
Bank consisting of Investment portfolio, Money market, Equity & Private Equity of the
Bank and Forex market with a combined portfolio of nearly Rs.15 lac crore.

Prior to the current assignment, Mr. Sawhney was General Manager (Rupee Market) of
Treasury operations.

Mr. Sawhney, a post-graduate in management, joined State Bank of India as Probationary
Officer in 1991 and has worked extensively in major banking verticals like Treasury,
International Banking and Retail Banking, including overseas assignments at SBI New
York.
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Moderator

Mr. Vishal Kaushal

Head of Investor Sales, India
ANZ Banking Group Limited

Mr. Vishal Kaushal is currently working with ANZ Banking Group Limited, Mumbai branch as
Head of Investor Sales, India and has more than 15 years of experience in Financial Markets. Prior to
his current role, he had a long stint at Standard Chartered Bank, and across the two organisations has
covered multiple asset classes such as Foreign Exchange, Interest Rate Derivatives, Bonds, High
Yield Credit and Syndicated Loans looking after a portfolio of Global and Indian Institutional
clients.

Mr. Kaushal is a graduate from Indian Institute of Technology, Roorkee and holds a PGDM from
Indian Institute of Management, Indore.

He has also been a member of the Forex Association of India’s Managing Committee since 2019.
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Esteemed Dignitaries
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Mr. Ravi Ranjan
Deputy Managing Divector
Global Markets, State Bank of India

Mr. Ravi Ranjan Currently heading Global Markets of SBI as Deputy Managing Director.
Global Market Unit, looking after entire investment portfolio of SBI, which is close to USD
200 Billion. He also holds the post of Chairman, Fixed Income and Money Market
Association of India (FIMMDA) currently.

Prior to the current assignment, Mr. Ranjan was heading Corporate Accounts Group
(CAQG) of SBI as Deputy Managing Director catering to the large corporate clients of the
Bank.

Mr. Ranjan, holds Master in Business Administration from MDI, Gurugram, M.Sc. in
Botany from Patna University. He has over 34 years of banking experience, having started
his career as a Probationary Officer with State Bank of India in 1991. He has held various
positions both in India and overseas, across multiple functions including Chief General
Manager of Chennai Circle, President & Chief Operating Officer of SBICAP Securities Ltd.
(SSL), a subsidiary of SBI during 2022-2023 and as Vice President & Head - Syndications
at Hong Kong looking after Syndicated Loan portfolio with portfolio of SBI Hongkong.



th
® ANNUAL FOREX ASSEMBLY

Esteemed Dignitaries

Mr. Srinivasa Panigrahi

Chief General Manager
State Bank of India

once A Deajg,

| FAT N
AEPEL
[ [V [ []

Always a Dealer

FOREX ASSOCIATION OF INDIA

(AFFILIATED TO ACI)
www.forexindia.org

Shri Srinivasa Panigrahi is a career banker with 30 years of banking experience, having
started his career as a Probationary Officer in 1995. He has held various positions across a
wide range of domains in Retail Banking, Branch Banking, Treasury Operations &
International Banking. He has recently been elevated to the post of Chief General Manager
and is currently working in Global Markets, State Bank of India.

In his present role, he oversees the Forex and Treasury Marketing Division of Bank.

He earlier worked as Deputy General Manager (Global Trade Dept.) and handled the trade
finance portfolio of all the foreign offices of Bank. He also worked as Vice President Trade
Finance at SBI Sydney Australia, looking after Trade Finance Portfolio during his tenure.
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Esteemed Dignitaries

Mr. Abhijit Basak

Chief General Manager
Union Bank of India

Mr. Abhijit Basak, Chief General Manager at Union Bank of India is a seasoned banking
professional with extensive leadership experience, having successfully headed Mumbai
Zone, a major zone with a strong track record in credit management and business
development as well as Bhopal Zone. He has also led key verticals viz. Large Corporate, Mid
Corporate and Financial Institutions Group. He demonstrates in-depth knowledge of
credit appraisal, risk assessment, and portfolio management across diverse sectors.
Presently, acting as Head of Treasury, overseeing strategic investment decisions, liquidity
management, and regulatory compliance with a focus on optimizing returns and managing
market risks. He is known for a results-driven approach, strong decision-making
capabilities, and the ability to lead large teams while fostering a culture of performance and
integrity.

Mr. Abhijit Basak holds an MBA degree and has participated in numerous leadership and
development programs conducted by reputed institutions in India and abroad further
strengthening the expertise in both operational and strategic aspects of banking. His strong
academic foundation and extensive training enable him to provide tactical insights and drive
business growth with exceptional analytical and leadership skills.
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Essence and Importance of Monetary Policy Communication

By Dr. Soumya Kanti Ghosh
Economist
State Bank of India

Basis latest IMF Fiscal Monitor projections, Global public debt could increase to 100 percent of
global gross domestic product by the end of the decade if current trends continue. The rising ratio
of public debt to GDP reflects renewed economic pressures as well as the consequences of
pandemic-related fiscal support. The worrisome trend raises fresh concerns about long-term fiscal
sustainability even as multiple jurisdictions face rising budgetary and financing challenges.

The projections show that about a third of countries, accounting for ~80 percent of global GDP,
have public debt that’s both higher than it was before the pandemic and rising at a faster pace.
More than two-thirds of the 175 economies in IMF’s study, now have heavier public debt burdens
than before COVID spread in 2020.
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With debt being a perpetual, and in many cases larger than lives, part of governments (the deficit
in US is expected to balloon further with the Big, Beautiful Bill (YTD figures till May’25 are up
14% y-o-y) even as total interest outgo on debt is destined to exceed USS$ 1 trillion now, and rising
further- the US had total average debt of US$35.46 Tn in 2024 while the average interest
servicing cost stood at 3.32%), deft debt management at optimal cost, and through a well crafted
tinancing mix hinges on a very powerful tool that can soothe the frayed investors’ nerves amidst
the market cacophony and bouts of volatility; that of the Central Bank communications while they
remain entrusted with public debt management. Central banks have a greater responsibility to
share information in ways that improve the investors, including public’s, understanding as also
confidence in monetary policy prudence. This communication must be consistent enough for
average people to follow, and dynamic enough that it can adjust to the circumstances that are
taced, while striving to be transparent.

Central banks are increasingly reaching out to the general public to motivate and explain their
monetary policy actions. One major aim of this outreach is to ensure accountability and create
trust; another is to guide inflation expectations. Central Bank communication across the world
has been the subject of much intellectual discourse, but it has almost always been in the context of
the communication of monetary policies. That is understandable because monetary policy is at the
heart of central banking and also because communication of monetary policy is possibly more
challenging than communicating other policies. The onus for clear communication that is a
Confidence Building and Boosting measure has increased manyfold post the Black Swan events in
succession, pandemic and geopolitical aggressions in toes.

The enhanced communications have had significant paybacks. Firstly, they have a cascading eftect
on public’s nuanced understanding of the Central Bank’s mandates and commitments. Secondly,
clear monetary policy communication gravitates towards anchoring inflation expectations and
helps in navigating economic shocks more effectively. Finally, these communications allow
households, businesses, and financial markets to understand how policymakers see the economy
and how they might react if things evolve differently than expected.

As Mary C. Daly, President and CEO of the Federal Reserve Bank of San Francisco recently put i,
for most of its history, the FOMC of the Fed worked under a veil of secrecy, which was rather
intentional. Federal Reserve ofticials were either silent or purposely vague. As late as during the
June 2003 FOMC meeting, then-Chair Alan Greenspan advised participants to be “very vague” in
response to questions about the conduct of monetary policy (as the FOMC minutes showed years
later). Chair Greenspan generally adhered to this approach, reputedly (!) joking to reporters that
“If Iseem unduly clear to you, you must have misunderstood what I said”.



once A Dealg,
t h [ FAT N
AP A
Ll v ]
Always a Dealer

O LR lRR R S b 2l FOREX ASSOCIATION OF INDIA

(AFFILIATED TO ACI)
www.forexindia.org

The FOMC bagins
releasing meesting The Federal Resene
transcripls with a fve- adopts an axplicit inflation
year lpg and stans Thi: FOMEC begins target of 2% and stans
Thie Federal Resene publishing masating redeasing the publishing individual FOMC
System it created by staternents when thee s Summary of participanis’ views on the
Congress theough the & change in the intendod Ecanomss appropriate future path of
Federsl Resere At federal funds rate Projections {SEF). the federal funds rate
i 1993 | 199972000 ] 2011 i 2019
1913 1 1994795 H 2007 ! 2012 ¥
Thie FOMC starte Thi FOMC s1arts Chair Barnanke stans Chair Powell stans
publishing minutes publigheng statements holding press holding press
n theeir current farm after evary maating conferences after avery conferences after every
athir FOMC meeting FOMC mpeting

(Source: Mary C Daly, FRBSF)

The FOMC released its first post meeting statement in February 1994 and began to release a
statement after every regularly scheduled meeting in May 1999.The prevailing view was that less
transparency promoted candid internal debate, minimized disruptive financial market reactions,
and provided flexibility to respond to unexpected events (Blinder et al. 2024). Moreover, many
policymakers thought that they needed to surprise markets for policy to have an effect! (Poole
2005).

While communicating policy after it is made is the standard mode of communication, central
banks are taking to communication before policy action. This again is a lesson from experience —
that the markets do not like unexpected news, and that surprises should be avoided unless surprise
Is, in rare circumstances, part of the strategy itself. Rotating the needle back, when the Fed
announced it would reinvest the proceeds of maturing securities purchased under the first phase of
quantitative easing (QEL), the markets were unnerved. In contrast, the elaborate communication
exercise that preceded the QE2 delivered the expected announcement effect. QE2 did, of course,
come in for extensive criticism, but that is certainly not because of lack of communication. The
Bank of England (inter alia the broader markets, chiefly pension funds) bore the burnt of poor
communication at the height of inflationary prices spiral some years back, when asset prices were
pummelled over fears of changes in valuations and foggy implications emanating from less than
prudent fiscal measures unveiled, exacerbated by lack of proper communication. As ex-RBI
Governor Shaktikanta Das put it succinctly, Decisiveness, timing and communication are key to
effective monetary policy.

Over the last two decades, central banks have moved towards clearer communication and greater
transparency. This has been driven by several motivations. First, central banks have realised that
open and transparent communication enhances policy effectiveness. This shift reflects a shift in the
theory of monetary policy. Until the early 1990s, monetary policy was strongly influenced by
Robert Lucas’ argument that monetary policy affected real variables only if the policy changes
were unanticipated. This encouraged obscurity over openness and clarity. Lost in the message was
the fact that monetary policy always affected nominal variables like inflation even if fully
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anticipated. In the 1980s, Finn Kydland and Ed Prescott argued that fully transparent rules rather
than discretionary policy changes were more efficient and creditable. This was the beginning of
the push towards rules over discretion and greater central bank transparency. The most eloquent
illustration of this shift is the change in the communication strategy of the US Fed.

Prior to 1994, the US Fed didn’t even announce the target Fed Funds Rate (FFR); the market was
expected to infer the rate from the timing, sequencing and magnitude of its open market
operations. In contrast, today, the Fed not only announces the rate but also gives a clear indication
of future policy trajectory. Indeed, it is standard practice for central banks these days to indicate the
policy rates, the rationale behind the policy action, the expected outcomes, and often, forward
guidance on future policy actions. The firm stand taken by Fed chair Powell of late, linking the rate
decisions with quality of incoming date mired in tariff upheavals testifies another facet of rock
stead communication from the Central Bank, simultaneously vouching for the fabled
independence of the institutions at the heart of monetary matters. These events are definitely
going to have a cascading effect on asset prices/allocation as uncertainty, if not fear, grips the
world’s largest bonds market and a de facto reserve currency (basis recent UBS reserve managers
survey).

The Reserve Bank of India (RBI) had a similar experience. Both on the way up to the crisis and on
the way down, it had to make several off-cycle policy adjustments. There was wide agreement that
these measures were expedient but, at times, they did not go down well with the market because of
the surprise element. This prompted the RBI to revise its communication strategy by introducing,
with eftect from September 2010, more structured mid-quarter reviews (now bi-monthly). Such
trequent policy reviews reduced the need for off-cycle action, minimising the surprise element. In
recent times, the RBI has been putting in a subtle message of policy changes through its monthly
and annual publications, that sometime escapes granular attention. Sometimes communication,
instead of being a vehicle for policy, can be the policy itself. Drawing yet again from the US
experience during the crisis, the Fed realised that its repeated announcement/first generation
policy signals of keeping rates low  for an extended period” or “can be removed at a pace that is
likely to be measured”, led markets to reach a certain inference on what the “extended period”
could mean. The ECB’s use of such code words as “strong vigilance™ also belongs to this category.
Some policy analysts argued that a step that the Fed could consider was to modify the language of
the statement (second generation signals as Bank of Canada does) to provide exact information to
the markets. This, it was believed, could have eased financial conditions as desired.

Another factor that has motivated central banks to place a bigger emphasis on communication is
their hardearned autonomy in the years before the crisis. Central banks have increasingly
embraced more open communication to counter the criticism that an autonomous central bank
comprising unelected decision makers was inconsistent with a democratic structure. Before we
conclude, here are two things to remember. First central bank communication is important for the
institution to learn, listen and understand. One is referring here not to the standard one-way oral
or written communication but to two-way communication between the central bank and its
stakeholders, with the central bank remaining largely on a listening mode as the RBI does at
periodic intervals. Second, continuous interaction with market (social media included) and all
stakeholders is the best strategy for policy effectiveness and helps deflect threats to central bank
credibility.
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The recent change in stance by RBI, for example, appeared to have confused a lot of market
participants who probably failed to read between the lines, as growth needed a vigorous ‘right-
there-right-now’ front loading approach against a benign inflation trajectory and uncertainties on
global trade front warranting defending the moats of domestic consumption and investment
revival, a steeper than anticipated rate cut considered an antidote to vagaries of uncertainity.

Taking a cue from the RBI statement in 2021, wherein it had provided a succinct rationale behind
the distinction between “time-based” guidance and “state-based” guidance (and the interwoven
plot of the same with the forward guidance; explicit as well as implicit), the RBIs shift from “time-
based” guidance to “state-based” guidance was a firm commitment to support growth in an
implicit manner in the highly uncertain environment of today where it has to navigate through
much troubled waters, a fine walk that has earned it the epithet of one of the finest Central Bank
globally, though the laurel is more of a beacon to make the Central Bank future-ready for India’s
fast-growing economy, while striving to be a model central bank for Global South towards
deepening financial inclusion and internationalisation of the currency pairs beyond the
Greenback.

Separately, MPC’s June decision to go for a relatively mammoth cut, while changing the stance to
neutral should not have been confused with a pause on future rate cuts trajectory in the medium
term but rather a semblance of adopting flexible manoeuvrability on part of a conscious regulator
to diligently perform a new troika- manage the yield curve and ensure adequate liquidity in the
ecosystem, while renewing the pledge to keep growth sacrosanct.

Post the MPC announcement the RBI Governor also took necessary steps to assuage the frayed
nerves of the debt markets by clarifying that the change in stance is a dynamic and evolving
process, more attuned to the middle point of immediate present and imminent future in a world
besieged with VUCA / BANI (and not a forward guidance for the time being!) which effectively
had a sobering effect on longer tenor yields that had vaulted in an auto pilot mode as the broader
markets (sans a minority) had not been bracing for the steep cut from the RBI.

To sum up, with systemic soundness and resilience at multi years highs (RBI FSR June25), the
growth mindset of financial intermediaries seems ready for the next big leap. Elevated, and
transparent modes of communication are thus an enabling stepping stone towards thisgreater
cause. Simultaneously; it would be prudent to remember the words of Mr Das “whule too much of
commumication can confuse the market, too little may keep it guessing about the central bank’s policy
intent”. This assumes greater significance as the barriers between private and public is rapidly
vanishing, tokenisation of assets and pouring of pension money into private credit is pencilled,
along with digital assets getting regulatory approval in select jurisdictions, all necessiating robust
and unambiguous communication that invigorates sustainable growth amidst diverse forces at

play.
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Global financial markets in turbulent times

By Madan Sabnavis
Chief Economist
Bank of Baroda

The world has gone through fairly tumultuous times in the last 5 years or so starting with covid.
While this was a natural disaster over which no one had control, the subsequent waves of
turbulence were largely manmade and an outcome of political differences which led to a
conflagration in the form of wars which have tended to get prolonged. There was Ukraine to
begin with followed by the Hamas battle which have become permanent. There have been other
skirmishes too with the Israel Iran war fortunately ending with the US also joining the battle
before ensuring a ceasefire.

On the economic front, while the world economy got out of covid and things seemed to be on the
upward part of the curve, the MAGA slogan has been put into action and has created an upheaval
with the threat of taritfs being imposed on all countries causing considerable disturbances in
global financial markets. What is one to make of this situation?

The wars that have been raged, and are raging, have largely been buffered by the markets with
equilibrium being restored in a span of 6 months or so. To begin with there were reverberations
on commodity prices as the sanctions imposed on Russia led to energy costs going up.
Simultaneously putting Russia out of SWIFT meant that alternative methods were explored for
transferring funds to Russia in exchange for gas and crude oil. This too has been absorbed now in
the system; and there was irony with Russia also urging for restraint in the recent Iran-Israel
fracas.

Today the world economy is sieged more by the tarift issue where the President has been blowing
hot and cold over the imposition of a new tarift structure for all countries exporting goods to the
USA. This has been a major action point for the US President ever since he took over on January
20 with various measures being announced at different points of time. The structure has been
quite volatile with announcements being made and then deferred. This has opened the doors to
negotiation by different countries as USA is the largest importer of goods and affects the
economies of all countries. The crux for any country is that the new tariff structure, which is
higher than the existing one, will mean compromises to be made on the import side which can
affect domestic industry. Besides, differing tariffs across countries open the door to more
competition as those confronting lower duties can seize an opportunity.

When talking of the impact on markets, three areas are of interest come to mind— commodities,
foreign currency and bonds. All of them have been affected in a differential manner on account of
all these ongoing developments on the economic and political fields.
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On the commodities side, the crude oil market is most vulnerable and this has shown in fairly wide
gyrations when there have been any disturbances on the political side. This is so as West Asia is the
major supplier of oil and any war which comes in the way has caused fluctuations in the price of
crude oil. There will always be volatility whenever there is a conflict. Both Russia and Iran have
had an impact thought the former was of'a longer duration before an equilibrium has been found.
The positive development here has been that there has been a slower growth in demand for oil in
the world with the focus now being on renewables and demand is bound to come down gradually
over time.

The taritfissue will however have a major bearing on prices of metals in particular as the USA has
already raised tariffs of copper, steel and aluminum which are fundamental for almost all
industries. This has the potential to lead to dumping in other countries as countries like China
work to substitute other markets for any loss of share in US imports. This consequence is real
though not yet evident but once the tarift structure get implemented, it may be expected to
surface. But higher tariffs will increase inflation in the USA and hence the target of 2% inflation
which has been spoken of will be under threat this year. Metal prices will remain volatile for sure
this year and as higher tarift induced prices get included in the cost of production by American
industry, there can also be an upward pressure on finished products like automobiles, machinery,
metal products etc. While the final direction is still unclear, volatility is to stay in the commodity
markets. Add to this crude oil which though has been range bound so far in the $ 60-70 /barrel
bracket, can show an upward tendency depending on the changing political equations.

Higher inflation in the USA has implications for the bond markets. As long as inflation threatens
to remain higher in USA, the Fed will be less compelled to lower rates; and going by the market
expectations, a rate cut can be pushed back later to the year and the earlier target of September
looks unlikely as there is still no clarity on the tariffissues. This is the main reason for the Fed to be
cautious on rate cuts even while other central banks like ECB and BoE have lowered rates in the
normal course to spur growth. The US treasuries have remained weak with the 10-year yield
hovering in the 4.3-4.5% range. Every time there is movement on the tariff issue, the yields tend
to tighten. While typically bond yields in other countries, including India should be driven by
domestic forces given that foreign funds participation in the market is still limited, the two tend to
get linked nonetheless. This has also contributed to bond yields in India being a trifle sticky,
though domestic considerations such as the change of stance of the RBI has also played a role
here.

Once the Fed gets cautious in terms of rate cuts with possible higher inflation resulting from the
tariff policy to be introduced, it also has implications for the currencies. Presently there has been
considerable volatility in the currency market with the dollar tending to weaken. But if the Fed
keeps interest rates at the present levels for longer, there will be a tendency for the dollar to
strengthen as funds flow to the USA given the higher differential yields across markets. This can
have an impact on other currencies which tend to get linked with the dollar. It has been seen in the
past too that a stronger dollar has tended to keep the rupee under pressure even when
fundamentals have been fairly strong. A weaker dollar (which is the case today) has kept the rupee
firmer. But, as seen in the past too, such gyrations are common and have been in alignment with
announcements made by the US President since the time he took over in January.
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Currency fluctuations cannot be ignored as they invariably lead to the doors of central banks
which have to weigh options when countering such volatility. This will continue in 2025 too
because as the rupee either depreciates or appreciates too rapidly, action would be warranted to
steady the currency. This would hold more so as the new tarift regime will keep changing the
competitive advantage of various exporting countries where currency has the most important role
to play. Therefore, there will be pressure on central banks to manage currencies purely from the
point of view of tackling this externality of volatile dollar being compounded by strategies used by
competing countries to remain ahead in the race for retaining the US export market.

The stock market probably would be easier to predict because the tariff impact has been revealed
to be limited to a couple of trading sessions after which it is back to other economic fundamentals
and sentiments which drive stock indices. Therefore ironically the stock markets will be easier to
gauge from the point of view of the tarift trauma relative to commodities, bonds and currency
which are more susceptible to announcement effects from the USA.

Until there is a clear announcement of the tarift policy, global markets would be in a state of flux
and central banks all over would be watchful of these developments. While currency stability
would be the primary goal of central banks, the bond market too would be watched closely so that
it reflects better the direction provided by monetary policy.
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Satellites Don’t Fall Out of the Sky

By V Thiagarajan
Chairman
SYFX Treasury Foundation

Introduction

When you are sleeping peacefully at 2.00 am and some one shakes you up and asks you: What is
the impact on the economy due to a decline in Consumer Confidence release in the evening ...
Stanley Fischer used to say that every economist should be ready to face a situation like this and
have a reference framework that could help in quick articulation of the view as well as the strategy.

Likewise, any market practitioner should strive to stay well prepared with a reference framework
and a strategy at all times to identity the phase of the business cycle and be confident to suggest a
possible cyclical turning point

Margaret Thatcher once defended her economic package asserting “there is no alternative” and
her ardent followers simply accepted. However, there are always different economic perspectives
and various policy choices besides alternative ideas to interpret the available information.

The objective of this article is to impress the practitioners of the need to make efforts to use the
contemporarily relevant business cycle theories as an alternative in their thought process and view
the world through that Prism.

Setting the tone

It is common knowledge that the economy is always evolving, constantly undergoing shifts that
can bring positive change and rejuvenate conditions but also present potential challenges.
Monitoring the current status of the economy and anticipating its future trends are very relevant
for policy making as well as forecasting the direction and potential objectives of the financial
variables such as Exchange rate, Interest rate and Equity indices.

In so far as common sayings that we hear often, “The economy has changed significantly in recent
years” and “this time it’s different” possibly rank higher. The irony is that economic models - the
formal ones that academics use or the rules of thumb that traders and corporates employ are
almost always based on the premise that past continues to reflect the future trajectory.

However, in the last fifteen years, we have seen events unfold to the surprise of every market
watcher forcing the economists to reassess many of their assumptions about the way the economy
works. Key economic relationships disappear completely, only to reappear later with a casual
indifference to the professional opinion.

There can never be an objective view about the future without some assumptions. Hence, it was
far easier to study how the economy has evolved in the recent past and extrapolate as to how the
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economy’s trajectory might change in future. Put another way, understanding how the economy
has changed can provide insights into how conventional wisdom will probably go wrong in
future.

The objective of this article is to attempt to find answer to an enduring question for determining
the best approach to forecast the business cycle and for understanding the efficacy of the
monetary and fiscal policies and to develop new and more deeply founded mechanisms that
formalize alternative possible explanations for business cycles as well as provide convincing
validation

Theory of Business cycles in early stages

Until WWI, a real assessment of the economic fluctuations was not properly defined. The
literature was essentially based on exotic studies without any theoretical foundation. A significant
improvement had then been made with the development of the so-called “economic
barometers”, which qualified as the first attempt to analyse and monitor economic fluctuations
and the resultant business cycles.

Business cycles as we know them today were codified and analysed by Arthur Burns and Wesley
Mitchell in their 1946 book Measuring Business Cycles. One of the key insights was that most of
the economic indicators move together. During an expansion, not only does output rise, but also
employment rises. Inflation may rise if the expansion is particularly brisk. Conversely, during a
recession, the output of goods and services declines, employment falls, and unemployment rises.

This made every one conscious of the business cycle because most sectors of the economy were
supposed to move up and down together. This phenomenon, referred to as co-movement,
continues to be the most important central part of the official definition of the business cycle.

In the 38 years after WWII, recessions occurred roughly every 4 years, on average. They were
similarly frequent before WWII and hence the term “cycle’ then sounded appropriate. However
as any natural process would have it , there were so many distortions from time to time- In the era
before World War I1, prices typically fell during a recession just as Textbook would dictate but
since the 1950s prices continued to rise during downturns as well , though more slowly than
during expansions.

Models in the Keynesian tradition held that business cycles arise from shocks to aggregate
demand, such as a decline in consumer spending (perhaps due to low confidence) or fiscal and
monetary tightening. A key element was that prices and wages do not adjust quickly, resulting in
painful spells of unemployment and contractions in production. This implied that policymakers
could potentially use expansionary fiscal or monetary policy to contain the recessionary forces .

The Keynesian notion of policy was one of managing an economy which, at least at the
macroeconomic level, was greatly incapable of managing itself and the policymakers should
intervene frequently. Fundamental to this viewpoint was the notion that cyclical fluctuations were
due to largely unexplainable “animal spirits.” Simply put, recessions were assumed have occurred
due to an economy in error and the goal of policy was to correct that error.

Economists normally thought of the economy as always tending to gravitate toward a long-run
trend rate of growth. Even in this present days, the policymakers have been broadly following
these basic principles to determine the phase of the business cycle in which the economy is
operating and using monetary or fiscal measures to strive for pushing the real economic activity
towards long rum equilibrium . Market practitioners always tried to predict the cyclical turning
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points and positioned themselves ahead to encash the macro opportunities. So the markets
continued to be ahead of the policymakers and at times forcing the policymakers to toe their line
of thinking .

Contemporary Business Cycles

According to the NBER , the U.S. economy between the 1850s and the early 1980s experienced
30 recessions lasting an average of 18 months, with intervening periods of economic growth
averaging 33 months. However, in the modern era, Recessions tend to be much shorter while
expansions continue much longer.

These days when an economic boom ends, the downturn is generally sharp and short, meaning
that the growth rate falls far below trend for a short period of time. When a slump ends and
growth resumes, the boom is more gradual: longer lasting, with growth rates not as far from
trend. This type of asymmetry is referred to as growth-rate or steepness asymmetry. [tis present in
many macroeconomic aggregates: output, industrial production, fixed investment and hours
worked.

For instance, since 1990, every business cycle has concluded with relatively low headline and core
inflation. In contrast, from 1960 to 1990, business cycles ended with inflation rates of at least 5%,
sometimes reaching double digits

A simple comparison of duration may not explain the severity of recessions or the strength of
expansions. Alternatively the degree of severity should be measured by the decline in output that
occurs in a recession or the growth that occurs in an expansion. However, most studies conclude
that output has remained more stable in the post-World War I1 era.

The last business cycle lasted more than 10 years, from 2009 until early 2020, and it was marked
by episodes of Price collapse, Government shutdowns, Coordinated Fiscal and Monetary
impulses and frequent geo political crisis. The current cycle has been there for only four years and
has already weathered pandemic waves, Labour shortages, Logistics crisis, Tariff turmoil ;War and
Inflation.

In this cycle, the most important point is that the global economy as well as the US economy has
spent at least three years defying expectations. It emerged from the pandemic shock more quickly
and more powerfully than broad consensus . It proved resilient even in the face of both high
inflation and fast paced interest rate hikes and consistent quantitative tightening.

The prospect that many forecasters once considered imminent — a recession — looked
increasingly like a false alarm and the normally reliable signposts faltered.

e Sahm’s rule is one example: If the three-month average of the national unemployment rate
has risen 0.5% or more from the previous 12-month low, the rule triggers. This was triggered
after the July 2023 monthly jobs report resulting in widespread concerns of an imminent
recession and investors quickly moved to price in more than four interest rate cuts only to be
proved utterly wrong.

e Economists placed too much weight on erroneous “leading indicators” which are weighted
towards the manufacturing and industrial sectors, which were the overstating the chances ofa
recession. However, the consumer spending swung from goods to services and therefore
labour markets — stayed resilient.
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e Markets saw yield curve inversions—when short-term bond yields exceed long-term
yields—as foreboding and concluded that the recession was inevitable., given the past
evidence . Investors who interpreted the inversion as a sign of an imminent market decline
and pulled out of stocks could have missed out on subsequent equity market gains. And if
those same investors had bought back into stocks when the yield curve’s slope became
positive, they would have been exposed to the market downturn that followed.

In keeping with the cautionary words of Vernon Walters, ex-US Ambassador to the UN, who
stated that “the expected rarely occurs and never in the expected manner”

The word Business cycle itself has now become a misnomer considering that there is no repetitive
pattern of equal duration and mechanical oscillations one normally associates with such theories
are hardly seen . As Soft landings have now become a normal part of the global macro economy,
we can conclude that the business cycles have changed over time

Let us examine the probable reasons
Reason 1 : Stronger Global Linkages

The volatility of global growth, as measured by the rolling 10-year standard deviation of world
GDP growth (PPP weighted), has fallen progressively since its 1970s peak mainly in response to
stronger global linkages.

Economic theory does not provide definitive guidance concerning the impact of increased trade
and financial linkages on the properties of business cycles. However, the historic evidence shows
that the international trade linkages generate both demand and supply-side spillovers across
countries.

Business cycles in the modern era can be assumed to consist of two components: an economic
cycle and a financial cycle. Changes in policy and price measurement have shifted the pressures
and excesses of the business cycle from the economy to the financial sector. The advent of
stabilization policy, the end of bank runs, and structural changes in the economy all seemed
destined to radically reduce short-run economic fluctuations

Reason 2 : Leverages and resultant impact

In advanced economies, a century-long, near-stable ratio of credit to GDP gave way to rapid
financialization and surging leverage in the last forty years. This “financial hockey stick” coincides
with shifts in foundational macroeconomic relationships beyond the widely noted return of
macroeconomic fragility and crisis risk.

Leverages- be it at the corporate level or household level —are obviously correlated with business
cycle and the excessive usage of leverage normally causes Income Inequality as well as Economic
Resilience which are evident nowadays in the global economy.

e Higher Leverage results in more widespread income inequality as in the economic
downturns, low-skilled workers are often hit hardest, while highly-skilled workers with
specialized knowledge and skills may be less affected or even thrive.

e Leverages result in economic resilience as Countries and regions with diverse economies and
robust innovation systems are better equipped to withstand the shocks. This resilience allows
them to recover more quickly from economic downturns.
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Reason 3 : Dominance of Services economy

Structural shifts in the world economy brought on by rapid technological developments have
placed services and services trade at the heart of economic transformation. The services sector’s
share of global GDP increased from 53 per cent to 69 per cent between 1970 and 2024. The
services sector today generates more jobs (50 per cent share of employment worldwide) and
output (67 per cent share of global GDP) than agriculture and industry combined — and is
increasingly doing so in economies at earlier stages of development.

When measured correctly, they also account for more than half of the value in international trade.

Services and Financial services have picked up the slack left by the decline in manufacturing
employment and they are not inherently as sensitive to aggregate business fluctuations and they
remain less cyclical. In fact, services seem to display a profound disinterest in the rest of the
economy, growing steadily recession or not.

It is easy to underestimate the importance of this dynamic shift . With a smaller share of the
workforce employed in cyclical industries, recessions should have less impact on employment.
This means that personal income and unemployment will be less affected. This, in turn, reduces
the impact ofa recession on account of personal consumption.

Reason 4 : Policy Measures

Macroeconomic thinking is still largely dominated by the Keynesian view that a fiscal expansion is
an appropriate policy response to downturns and recessions. Governments respond by trying to
boost activity through two channels: automatic stabilizers and fiscal stimulus—that is, new
discretionary spending or tax cuts. Policymakers generally aim to tailor the size of stimulus
measures to their estimates of the size of the output gap—the difference between expected output
and what output would be if the economy were functioning at full capacity.

Central banks do face a trade-off between stabilising inflation and stabilising output. Although
there remains a question as to how far the impact of monetary policy in downturns associated with
a financial crisis differs from its impact during downturns without such a crisis. The Global
financial crisis 2008 and the Covid-19 crisis tested central banks as they had not been tested for
many decades and they provided unprecedented monetary accommodation in response to the
severity of the contraction and the gradual pace of the ensuing recovery., which even today is
thought to be the back stop play book, resulting in self-fulfilling thinking that makes recessions
less frequent and less intense. Importantly, this thought process is likely to continue.

Reason 5 : Technological Advancements

Significant technological advancements and globalization from the mid-1990s have decreased
business cycle volatility, limiting or postponing stress that previously would have arisen during a
typical business cycle. In this context , the relevance of Real Business cycle theory is important to
be considered

The conventional view of business cycles was brought into question by a group of researchers who
articulated an alternative view called Real business cycle (RBC) theory and it was concluded that
the business cycles mostly resulted from random changes in the growth rate of business-sector
productivity.
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Without a doubt, the most controversial aspect of real-business-cycle theory appears to ascribe no
importance to existing counter cyclical policies in contradiction to the long held view. Moreover,
it implies that some policies aimed at reducing the severity of business cycles are likely to entail
more costs than benefits.

This theory says that the business cycle is driven by shocks to the rate of neutral technological
change or in other words from random changes in the growth rate of business-sector productivity
or to put it more general terms are primarily the result of real shocks to the economy, rather than
changes in monetary policy or other nominal factors. In essence, it suggests that the economy
experiences ups and downs due to real-world events such as technological innovations, changes in
labour productivity, or shifts in resource availability.

RBC has been almost validated by the post pandemic global economy where economies with
higher productivity could weather the Inflationary spiral and rate hikes whereas economies with
lower productivity could not escape a slowdown.

Recent developments in digitalization, machine learning and artificial intelligence (AI),
collectively referred to as Industry 4.0, have raised new and interesting questions such as: “What
is going to be the effect on the macro economy going forward ?”

We would conclude that the possible future innovation in Artificial Intelligence (Al) is emerging
as big game changer and its value potential for increasing productivity is limitless. To some extent,
the markets have priced the same but broadly the beneficial effects in full have not yet been
factored.

The parallels between the Al and the IT revolution are clear. But there are also numerous
uncertainties regarding the potential and the constraints of AI. Many tools and applications are
still in their infancy, and many business models are still in a development stage. Conversely, it is a
hype right now, and companies that just mention Al in earnings calls know this resonates well
with investors

e The economic impact of Al will be driven by: 1. Productivity gains from businesses
automating processes (including use of robots and autonomous vehicles). 2. Productivity
gains from businesses augmenting their existing labour force with Al technologies (assisted
and augmented intelligence). 3. Increased consumer demand resulting from the availability
of personalised and /or higher-quality Al-enhanced products and services.

e Al could possibly contribute up to $15.7 trillion to the global economy in 2030, more than
the current output of China and India combined. Of this, $6.6 trillion is likely to come from
increased productivity and $9.1 trillion is likely to come from consumption side effects.

e From a macroeconomic point of view, there are opportunities for emerging markets to
leapfrog more developed economies. And within a business sector, one of today’s start-ups or
a business that hasn’t even been founded yet could be the marketleader in ten years’ time.

Technology manifests most directly in measured economic statistics as an increase in
productivity—the amount of output generated in an average hour of work in the economy.
Productivity growth has not historically been associated with higher unemployment or higher
inequality, meaning that worries that technological change could be driving a jobless future have
yet to materialize.
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Conclusion

e Financial markets can continue to debate about whether it s ‘early-cycle,’ ‘mid-cycle’ or ‘late-
cycle but as a believer in macro strategies, one should not be blindsided into always applying
the old paradigm of business cycle theory.

e The global economy undoubtedly is less vulnerable to the boom-and-bust cycles of old —
mainly because its prosperous consumers are service-oriented, less dependent than ever on
factories or farms and that the Consumption spending makes up about 70 percent of the
economy.

¢ The most important message to policymakers from the modern-day business cycle theory is,
“Don’t try to do too much” and the primary lesson for critics of monetary policy is “Don’t
expect too much.”

e However, all thins equal, it’s very difficult to say what the world is going to look like, but we
need to continually scan for what’s going on.

Summing up , Satellites don’t fall out of the sky as they stay in balance because of two powers viz.
gravity and Centrifugal force. Similarly the business cycles of modern era are in balance because of
Dominance of Non-cyclical sectors and Technological advancement aided productivity gains.

In other words, dips in momentum may happen but within a steadier orbit not only for Satellites
but also for the Macro economy of this decade.

Had the H.M.S. Titanic altered its course just one degree out of port from Southampton,
England on April 10, 1912 on its way to New York, it would have missed the iceberg that
eventually sunk her four days later. In the similar vein, the practitioners and policymakers should
reorient their thought process just in time in keeping with the changing times to navigate this
modern macro economy instead of being tied down to the increasingly obsolete economic
equations of the past.
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“Shifting global landscape challenging Dollar hegemonys;
Rupee’s fate hinges on how India plays the trade chessboard”

By Kanika Pasricha
Chief Economic Advisor
Union Bank of India

“Shifting global landscape challenging Dollar hegemony; Rupee’s fate hinges on how India
plays the trade chessboard”

Since 2nd Apr °25, when Trump announced reciprocal tarifts, we have seen tectonic shifts in the
global flows landscape, both trade and capital. Economies globally are rushing to forge trade deals
with the US and also amongst each other in an attempt to safeguard themselves in an increasingly
protectionist world. We believe that trade is fragmenting way faster than capital flows which are
likely to follow with a lag to “entrusted” partners, with whom right deals would have been struck
in time. Yet, in the wake of President Trump’s disruptive tariff policies and fundamental issues
with respect to US fiscal /debt dynamics, heightened concerns have been raised about Dollar
hegemony. While it may appear to be like a storm (on Dollar) in a (trade) teacup, yet it needs to be
acknowledged that Dollar is not the only game in town.

In this global backdrop, it is key to watch for how India positions itself in this evolving global
trade, flows and currency chessboard. We firmly believe that this will be the most important factor
driving Rupee’s fate in the coming years. That said, while empirical research in recent years
projected a possible shift in India’s current account dynamics from deficit to surplus in the next
decade, given the rise as services powerhouse. However, we expect this to be realised only if we
reap the manufacturing opportunity, in a growing protectionist world.

Systemic Shifts Underway in global flows: Trade dominates, Capital follows

Richard Baldwin, Professor of International Economics at IMD Business School, in his book,
“Why Trump’s Trade War Fails and the World Moves On (May’ 25)” explains, “on 2 April 2025,
the United States firebombed the global trade rulebook. It was something deeper and more disruptive:
a structural strike against the global trade system itself, dviven less by economic strategy than by
political grievance.”

For decades, the U.S., with its benevolent, ultra-low trade tarifts, has served as the world’s largest
consumer, with its enlarged current account deficit financed primarily by foreign purchases of
Treasuries and other dollar denominated assets, alongside federal fiscal deficits and Fed balance
sheet expansion to ensure ample market liquidity. Interestingly China reaped the opportunity
well, and grew into a manufacturing powerhouse by attracting FDI flows and also acquired
massive global assets to become a key source for all critical industries for the future. Now, we are in
a position where the US-China trade relationship is evolving, countries are rushing to forge trade
deals with trusted partners and rise in weaponisation of trade is also being witnessed.
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The goalposts of “free trade” have shifted: countries now view tariff-setting as a strategic tool to
re-engineer supply chains and reinforce “trusted-partner” blocs rather than solely to correct
specific bilateral imbalances. For decades, global capital flows were shaped by the “hyper-
globalisation” model - characterised by liberalised markets and free movement of finance.
However, today, we witness a paradigm shift where capital flows are more steadily dictated by
geopolitical alignments and trade partnerships. Ultimately, the shift from frictionless trade to
tariff-driven fragmentation marks a fundamental reordering of globalization one in which
strategic trade alliances, not broad liberalization, now dictate the flow of goods, and capital.

Against this global backdrop, we are closely monitoring trade developments and the lifting of
tariff related uncertainties to gauge their impact on global investor sentiment and the timing and
magnitude of capital flows into India.

Dollar hegemony challenge: Cracks in the crown or storm in a trade teacup?

In a world marked by heightened global trade and macro uncertainty, the US Dollar, with its
typical safe haven demand it enjoys with its universal currency status is finally depreciating after
years. The DXY index is down more than 10% this year and is trading at lowest levels since 2022.
As Barry Eichengreen, Professor of economics and political science at UC Berkeley, explains, “the
dollar is weakening at a time when there are heightened concerns about how the White House’s
“erratic” policies and the massive US debt load might impact demand for US assets”. That said,
while concerns are being raised about Dollar hegemony, “The international monetary system
remains dominated by the dollar, none of the prospective alternatives being ready for prime time.
Because the dollar has incumbency, liquid markets, and habit formation in its favour, a significant
shock would be needed to displace it”. He also believes that must the international monetary
system needs to come to terms with the rising trend that the dollar stays first among equals but no
longer the only game in town.

IMF’s Currency Composition of Official Foreign Exchange Reserves (COFER) data for Ql-
2025 shows that despite weakening trend, US Dollar accounted for USD 67 billion of central
bank reserve growth - 58% of the global increase, underscoring its enduring appeal. That said,
Hard assets like gold are gaining flavour with central banks persistent in beefing up gold reserves
apart from exploring multipolar currency systems, and alternative settlement mechanisms. With
regards to the latter, China has rapidly advanced in building alternatives to the SWIFT system
through the development of its own cross-border interbank payment infrastructure and the
international rollout of the digital yuan (e-CNY). The e-CNY maintains a strict 1:1 parity with the
physical renminbi, providing sovereign-backed stability, direct PBoC liability, and eliminating the
volatility seen with crypto currencies.

Rupee internationalization is India’s push to increase the use of the INR in global trade and
finance, reducing reliance on the US dollar. Key moves include the RBI’s 2022 trade settlement
mechanism, bilateral currency agreements and Special Vostro Rupee Accounts with banks in 18
countries. India is also expanding the rupee’s presence via international payment systems and its
UPI platform. While challenges like limited convertibility and low global demand remain;
opportunities through BRICS+ and growing digital infrastructure support. However, this year,
India has adopted a cautious approach to de-dollarization, prioritizing trade de-risking through
local currency agreements rather than fully moving away from dollar-based transactions given
Trump’s opposition to BRICs deals and sanctions on Russia. At the same time, it is engaged in
negotiations with the US for a potential “mini” trade deal, aiming to finalize it soon, which could
help mitigate the impact of harsher tariffs.
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Rupee’s fate hinges on how India plays the global trade & flows chessboard

In a period of global volatility, the global trade & flows along with currency chessboard is being
redrawn. In this context, how India plays this evolving chessboard will be key in terms of its
position in global dynamics. Till now India has not been a dominant player and not dominating in
any of its global trade alliances or security councils. Hope we end up at the right side of this
chessboard as it attempts to strike trade deals with the US and find other allies in a world laden
with friend, near and re-shoring.

It is key for India to delicately balance the evolving US-China trade dynamics as we both are
important to us from a trade perspective. US has 18% share in our exports and China enjoys a
similar import share with India showing that we are dependent on the later for key raw materials
with value addition undertaken to export various products to the world.

We have been stuck in this 17-18% manufacturing share in GDP and how we play this chessboard
will facilitate a rise in this share to government’s ambition of ~25%. Apart from striking deals with
key trade partners, we need to guard against dumping threat from China even as the government
has provided support to sectors like steel, solar etc.

As stated above, while empirical research in recent years projected a possible shift in India’s
current account dynamics from deficit to surplus in the next decade, given the rise as services
powerhouse (net services exports have risen move than 2x since pre-covid perviod to clock ~USD 190bn
im FY25). However, we expect this to be realised only if we reap the manufacturing opportunity,
in a growing protectionist world. Until India’s services led current account turns sustainably
surplus, we view the rupee as a ‘twin deficit’ currency with an average annual depreciation of ~3%,
aligned with the long- term US-India inflation and interest rate differential.”

Our analysis shows that Rupee moves by an average 3-4% annually on a 3-year rolling basis to
adjust for long-term India-US inflation/rate differential. RBI papers refer to this as “Balassa
Samuelson effect”. For instance, during March 2020 to March 2023, Rupee moved by 11% while
3-year annual average was ~3-4% (Mar-20: 75.5, Mar-21: 73.1, Mar-22: 75.8, Mar-23: 82.2). In
the current cycle, Rupee moved by 1.5% in FY24 (Mar-24: 83.4),2.4% in FY25 (Mar-25: 85.48)
and ~0.8% in FYTD26 (till 18+ Jul’25). Hence, a ~3% move in FY 26 implies that Rupee is likely to
move towards 88 threshold in FY 26 and exceed 90 threshold in the next year as part of alignment
with fundamentals.
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State of Global Financial Markets in Uncertain Times

By Ms. Sakshi Gupta
Principal Economist
Vice President - HDFC Bank

Financial markets have been dealt with a series of shocks in 2025 from tariff uncertainties to
geopolitical tensions, rising risks of stagflation to concerns around sovereign debt levels. The US
dollar index has cumulatively fallen by 12 per cent during the first six months of the year while the
EUR has gained by 14% against the dollar and emerging market currencies like CNY have gained
by 2.3%. However, currency movements have been choppy with wild swings as investors have
tried to navigate the mounting “unknowns”.

Markets have skipped from one trade to the other over the past 6 months

e It first started with the “Trump Trade” which was US asset positive as investors worried over
the impact of Trump’s taritf policies on the rest of the World while believing that US growth
exceptionalism will continue. The US Dollar Index gained by 8.6% between October 2024
and early January 2025.

e This trade then transformed into a “relief trade” where investors reversed some of their earlier
positions believing that Trump’s actions will not be extreme and most likely be moderate in
nature. This led to some retracement in US dollar strength, also as worries over US growth
started to creep in.

® The third phase of “sell USD” trade started in early April as Trump announced extreme tariffs
against all its trading partners. Even as Trump later announced a 90-day pause to these tarifts
and toned down its rhetoric against China, the damage was already done. The US dollar index
has continued to moderate since then as tariff uncertainty has made a comeback in recent days
as the Trump administration has ramped up its rhetoric on tariff threats while agreed trade
deals with major countries have still not been finalised. The movement in the US dollar has
driven movement is both DMs and EMs currencies from initial depreciation to an
appreciation bias.

These movements in the currency market signal the ever-changing reactions to lingering
uncertainties as investors struggle to navigate a plethora of risks. That said, a part of these
moves mask perhaps more permanent structural shifts that are underway. To understand
this better, one needs to dissect the factors that are driving currencies so far.

So, what lies behind the US dollar fall?

The currency market movements have defied conventional expectations that during times of
uncertainty or elevated risks, safe haven flows tend to prop up the US dollar index while weighing
on riskier emerging market currencies. Moreover, interest rate differentials that tend to drive
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capital flows to look for higher returns havealso failed to support the US dollar. To recall, the US
central bank has kept rates unchanged so far in 2025 at 4.25-4.5 per cent while other central
banks including the ECB, BoE and most central banks in emerging markets are nearing the end of
their rate cutting cycle. As a result, the interest rate differential between US and other emerging
markets has remained compressed.

Despite these factors, the US dollar index (an index against a basket of major currencies) has
depreciated by 12 per cent during the first six months of 2025. This has been driven by a host of
factors. One, some loss in confidence in US assets, given the risk to US growth and inflation due
to tariff uncertainties, threat to the credibility of the US Fed coupled with rising risks around the
US fiscal health have led to a broad “sell-USD?” trade in recent months.

The changing face of currency moves in 2025 US dollar remains overvalued by 10% as of May 2025
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Second, the moderation in the US dollar, aligns with Trump’s broader trade strategy and
speaks to the mounting over-valuation of the US dollar over the last few years. Trump
administration’s tariffs are driven by the objective of reducing the US trade deficit with the rest of
the World. This has implications for not just trade flows but also capital flows and the value of the
US dollar. A strategy to reduce trade deficits, would de facto also require greater competitiveness
of US exports and therefore aligns with a correction in the over-valuation witnessed in the US
dollar. Despite the recent fall in the US dollar, it continues to remain overvalued by close to 10 per
cent as per the real effective exchange rate, signalling room perhaps for further downward
corrections.

Third, there have been concerns around the US dollar losing reserve currency status or a
shift towards de-dollarisation. The US dollar share in global foreign exchange reserves has
been moderating over the last decade with the likes of the Japanese Yen, the pound, and the
Chinese Yuan gaining some share. In addition, gold as an asset class has gained prominence — with
share in total reserves rising across developed and emerging markets. The current trade
uncertainties and search for alternative trade markets could in part further accelerate the
diversification away from the US dollar. That said, given the lack of major alternatives, the US
dollar could continue to remain the dominant reserve currency over the coming years.
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Share of US dollar in global FX reserves Gold is gaining prominence as a reserve asset as
has been moderating over the last decade. holdings of gold reserves have been steadily increasing.
m ’ Share of Gold Reserves as % of Total Forex Reserves
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What has this meant for the rupee?

Given this backdrop, there are shifting currents when one looks at the movement of the
rupee as well. The USD /INR pair depreciated by 3.3% during October 2024 to 13" January
2025, reaching close to 88 levels. This was driven by the “Trump Trade” where the US dollar rose
on optimism around US growth while tarift threats weighed on the rest of the World. However,
since April 2025, the rupee started gaining ground against the US dollar, in line with gains in
other developed and emerging market peers. Cumulatively, the rupee has appreciated by 1 per
cent against the US dollar between 14" January and June-end 2025. This has happened despite
geopolitical tensions and narrowing interest rate differentials with the US as the RBI frontloaded
rate cuts of 100bps. This is explained by the ongoing weakness in the US dollar as discussed
carlier.

Rupee has appreciated, but gained competitiveness

Interestingly, despite this appreciation in the rupee vis-a-vis the US dollar, it has infact become
more competitive compared to peers. The RBI’s Trade Weighted 40 currency real effective
exchange rate shows that after reaching almost 108.1 levels (8% overvaluation) in November
2024, the REER index dropped closer to 101 levels by May 2025 (a value above 100 shows
overvaluation and below 100 signals undervaluation). This has come on the back of moderating

domestic inflation and a greater appreciation witnessed in major trading partner currencies
including the EUR, JPY and the CNY.

The RBI’s intervention strategy on the rupee also seems to have undergone a change with a move
towards a relatively more hands-oft strategy, intervening only during episodes of sharp or sudden
movements with no explicit bias for particular levels and comfort with both appreciation and
depreciation till the time it reflects market fundamentals and is not the result of pure speculative
moves. The foreign exchange reserve position of the RBI has also improved, with FX reserves
rising close to USD 700 billion as of June 2025, provides it with ample ammunition to protect the
currency in case of sharp volatility, providing confidence to markets.
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In terms of REER (real effective exchange rate) Services trade surplus partially offsetting goods
rupee’s competitiveness has improved trade deficit-helping in keeping CAD contained
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Beyond these more near-term factors, there are also some medium-term changes
influencing the rupee.

For one, is our current account deficit position. Between 2012-2019, India’s current account
deficit averaged at -2.2% of GDP. In comparison, since 2020, the current account deficit on
average has reduced to -0.7% of GDP. This has been led by a rise in India’s net services exports
with the increasing role of professional and business services exports. Moreover, the rise in
remittances has also helped cushion the goods trade deficit for India over the last few years. For
instance, in FY25, India’s merchandise trade deficit stood at USD 287 billion and was cushioned
by net services exports of USD 189 billion and transfers (majorly remittances) of USD 123
billion. With a reducing current account deficit, the depreciation pressures on the rupee have also
reduced. The rupee depreciated by 4.5% against the US dollar during 2011-12 and 2018-19. In
comparison, since 2019-20 to 2024-25, the depreciation was lower at 3.3% and just 2.5% if the
Ukraine-Russia war episode is excluded.

India’s current account balance over the last 15 years: The average depreciation in the
Declining current account deficit USD/INR pair has also reduced
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The other factor that has been supporting India’s current account deficit and pressures on the
rupee has been the reduced vulnerability to Middle East oil prices shocks as India continues
to diversify its import basket (with the Gulf countries accounting for 47% of crude oil imports
in 2024-25 vs. 65% in 2017-18), its oil intensity of GDP reducing, and as increasing petroleum
exports cushion the impact of'an overall large oil import bill.
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Finally, interest rate differential patterns — a conventionally important indicator of currency
movements and capital flows is also showing early signals of a structural change. The nominal
interest rate differential between India and the US is at historic lows (measured by the difference
in 10-year bond yield) close to 200bps compared to historical levels of close to 400-500bps. More
recently, this has been driven by rate cuts in India while the US Fed has kept its policy rates
unchanged. Moreover, fiscal and debt concerns have added pressure to long-end US yields in
recent months.

The interest rate differential between India and US
has declined to 200 bps from an average of The inflation differential between
~500-bps over the last decade. US and India has also narrowed
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However, beyond these near-term factors, what also explains this narrowing interest rate
differential is the reducing inflation differential between the two countries from a more
fundamental perspective, with inflation is India averaging lower compared to historical levels. A
lower inflation differential over the medium-term suggests that the interest differential level
between India and US could also average at a new normal — which could be at a lower range. As a
result, the scope for sharp depreciation in the rupee to adjust for the higher domestic inflation also
reduces. In addition, this could have implications for the level of forward premia as well over the
medium term.

The heightened global uncertainties have clouded the outlook for financial markets over the
course of 2025 with volatility remaining the only constant. However, these volatile swings seem
to be masking perhaps the beginning of more structural shifts that could define financial markets
over the medium-term.
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Steady Decline of the Mighty Dollar

By Kunal Sodhani
Head of Treasury
Shinhan Bank India

De-dollarization refers to the global shift away from the use of the U.S. dollar in international
trade, finance, and foreign exchange reserves. It involves countries and institutions reducing their
reliance on the dollar and instead using alternative currencies (like the euro, Chinese yuan, or
local currencies) or assets like gold. The U.S. dollar (USD) has been the dominant global
currency for decades - but its relative dominance is gradually declining. While it still plays a
central role in trade, finance, and central bank reserves, several data points and global shifts show
thatits supremacy is being eroded slowly but steadily.

De-dollarization is the shift away from using the U.S. dollar in:
* International trade transactions

e Central bank foreign exchange reserves

* Debtissuance and settlements

e SWIFT and global financial infrastructure

Why is the world moving away from the dollar?

1. Geopolitical Risk and Sanctions

e The U.S. has used the dollar-based financial system (like SWIFT and U.S. banks) to
enforce economic sanctions.

* Countries such as Russia, Iran, China, and Venezuela view this as a threat to sovereignty
and are diversifying into other currencies to avoid being cut off.

* The 2022-2024 sanctions on Russia accelerated this trend.
2. Desire for Monetary Sovereignty
* Relying heavily on the dollar exposes countries to U.S. interest rate policies.

* For example, when the U.S. Federal Reserve raises rates, it can hurt emerging markets by
causing capital outflows and currency devaluation.

* Countries want to regain control over their economies by moving away from dollar
exposure.
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3. Diversification of Central Bank Reserves

The dollar’s share in global FX reserves fell from ~71% in 1999 to ~57% in 2024.

USD Share of Global Forex Reserves (1999-2024)
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3. Diversification of Central Bank Reserves

The dollar’s share in global FX reserves fell from ~71% in 1999 to ~57% in 2024.
Central banks are increasing holdings in:

o Euro

o Chinese yuan

o Gold

o Smaller currencies like AUD, KRW, CAD

4. Bilateral Trade Agreements in Local Currencies

Nations are signing deals to trade in non-dollar currencies:

o India—Russia: Settlements in rupees and rubles

o China-Brazil: Yuan—real transactions

o China-Saudi Arabia: Yuan-denominated oil contracts (partial)

These reduce dollar demand in global trade.

5. Rise of Alternative Financial Systems

China’s CIPS (Cross-Border Interbank Payment System) and Russia’s SPES (System for
Transfer of Financial Messages) are being developed as alternatives to SWIFT,
allowing dollar-free trade settlement.

Digital currencies like China’s e-CNY also aim to challenge
dollar dominance in the long run.
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6. U.S.Debt and Fiscal Concerns

* Global concerns about rising U.S. national debt, fiscal deficits, and potential loss of
confidence in dollar assets may prompt reserve managers to hedge.

Rising US government debt is a

un cause for concern
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7. Growth of Multipolar World Order

e  BRICS+ nations and regional blocs (ASEAN, SCO, Gult Cooperation Council) are
pushing for multipolar financial systems that reflect their growing share in the global
economy.

* Ashiftin economic power is encouraging currency pluralism.
Key Insights:

1. Gold’s Surge in Reserves
*  Gold now represents ~20% of total official reserves—surpassing the euro, which lingers
around 16%
*  Central banks added a record 1,000+ tonnes in 2024—double the decade’s average
* Emerging economies (e.g., Russia, China, India) view gold as a hedge against sanctions
and currency freezes.

Record Number of Central Banks See Gold Reserves
Increasing Over the Next 12 Months

Percent of Central Banks
m Increase © Remain Unchanged B Decrease 1%
—_—

THT

2020 2021 2022 2023 2024 2025
Source: 2025 Central Bank Gold Reserves survey (WGEC), L5, Global Investors
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2. Euro & Yuan Movement

* The euro’s share remains stable at ~20%, while other currencies (like the Canadian,
Australian dollars, and Korean won) are growing modestly, reaching ~22% combined

* The Chinese yuan’s share declined slightly from its 2022 peak (~2.6%) to ~2.1-2.2% by
end 2024 .

3. Non traditional Currency Uptick

* Non-traditional currencies (like CAD, AUD, KRW, SGD, NOK, SEK, CHF) rose by
around 1.1 percentage points in 2024, totalling ~9.6%

Constraints to Full De-Dollarization:
Despite the trend, full de-dollarization is highly unlikely in the medium term due to:
* Lackof credible alternatives with sufticient liquidity, trust, and openness.
* U.S. Treasury markets remain the world’s most liquid and safest store for reserves.

* The eurozone lacks fiscal union, and the yuan faces capital controls and transparency
issues.

The future of de-dollarization is evolutionary, not revolutionary. It reflects a world where
countries seek more control over their financial fate—but where no single challenger has yet
emerged to displace the dollar.
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India amid potential global portfolio capital shifts

s

By Dhiraj Nim
Economist / FX Strategist
ANZ Research

Global capital shifts in the offing

Structural challenges and shifting policy landscape in the US will encourage a gradual reallocation of
capital as global investors reevaluate their allocations to US financial assets. This evolving context
offers strategic opportunities for Asian economies, especially India, to capture a greater share of
international investment flows.

The US economy faces long-term challenges, including stricter trade and immigration policies that
may hamper potential growth and corporate profitability. Additionally, rising external debt and
ongoing budget deficits have heightened concerns about the long-term financial stability of the
world's largest economy. Collectively, these issues are diminishing the relative attractiveness of US
financial assets and denting the safe-haven status of the US dollar.
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Currently, foreign investors hold approximately USD 31.3 trillion in long-term US portfolio assets,
representing 27% of global GDP. This comprises USD 17.3 trillion in equities and USD 7.6 trillion in
treasuries. As the perceived risk-reward profiles shift, a measured yet persistent reallocation is in
progress.

Asian economies will play a pivotal role in this transition. Five key Asian economies with surplus net
international investment positions (NIIP) - mainland China, Taiwan, Hong Kong, Singapore, and
South Korea- collectively maintain USD 4.3 trillion in long-term US assets.
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Approximation of foreign ownership of stocks

Asia’s share of outstanding US portfolio
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In four of these markets (excluding mainland China), institutional investors such as sovereign wealth
funds, insurers and asset managers possess more US assets than the foreign-currency assets in their
international reserves. These institutions will likely spearhead the adjustment, probably beginning
with US equities that have maintained elevated valuations in the recent years. A diversification from
US treasuries will be slow due to the lack of an alternative in terms of liquidity and scale.

Economy-wise holdings of US portfolio
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India's strategic advantage

US portfolio holdings (% of FCA)
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India is the fifth-largest global economy but it has low foreign ownership of financial assets - under 5%
in bonds and less than 20% in equities - offering scope for increased investment from an 'underweight'
position. The improvement in India's macro health also stands out in Asia, compared to a little over a
decade ago when it was a part of the 'fragile five' club due to the US Fed's taper tantrum.
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Growth prospects have improved for India. Post-pandemic, India's potential growth is pegged at
6.5-7% on the back of infrastructure push, technology diffusion, policy support to exports and
manufacturing, and a structural uptrend in services exports.

Inflation has become a less pressing issue, structurally. Excluding food, where inflation targeting
monetary policy is not etfective, CPI inflation has remained broadly within the target range since the
adoption of flexible inflation targeting in May 2016. Business and financial market inflation
expectations have been more or less anchored, reflecting the credibility of the inflation-targeting
framework.

Fiscal discipline has become a hallmark of macro stability in India. The pandemic-led widening of
public debt and deficits was much less severe for India than many major economies. The central
government has been doing better than its pre-defined fiscal deficit target year after year,
consolidating confidence in fiscal processes and the onshore bond market. This is happening at a time
when India is opening its capital account further to foreign portfolio investors thanks to bond index
inclusion. The central government will shift to an explicit debt target from FY27 (fiscal year ending
March 2027), which will further bolster fiscal confidence and flexibility.

The current account deficit has structurally narrowed, thanks to a rising services surplus and
remittances. Even with a sharp commodity price shock, as in 2022, the current account deficit
remained manageable and sustainable. This has also meant that India's net international investment
position deficit has stabilised, alongside rising foreign exchange reserves.

Asia's macro evolution over the last decade

A Current A General
account government A GDP growth A CPI inflation
balance-to-GDP debt-to-GDP (ppt)* (ppt)"
(ppt) (ppt)
Mainland China 0.0 45 4 -32 -16
Hong Kong 9.1 6.3 -1.8 2.4
India 14 14.0 1.3 -29
Indonesia 3.1 15.8 -0.4 -2.2
Malaysia 2.1 136 05 0.3
FPhilippines -4 13.7 -0.4 1.9
Singapore 0.8 66.2 -1.0 1.8
South Korea 20 15.2 -1.0 21
Taiwan 4.4 -10.3 -0.4 1.2
Thailand 0.2 19.5 -1.3 02
us -1.5 15.5 0.4 3.3
Euro area 0.6 0.0 3.2 3.4
Japan 27 12.0 -0.4 1.8

*3-year average in 2024 minus thatin 2014
Source: IMF WEQ, ANZ Research
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All these features can become strong pull factors for global capital when portfolio diversification from
US financial assets begins. While smaller Asian markets may start the shift, larger economies like India
can absorb significant capital inflows. The scale of such inflows can be large. For instance, a 20%
reallocation of US equity holdings by five NIIP-surplus Asian economies mentioned above could
release USD40billionin fresh investments.

Managing the transition

As capital flows into India and other Asian economies grow, policymakers must address various
attendant issues. While inflows will undoubtedly support the balance of payments positions, they will
also impart currency volatility, which the Reserve Bank of India (RBI) is usually averts. We can expect
stronger RBI interventions.

Asset price changes will be another issue. As we have seen in recent years, with rapid financialisation of
household savings via investments in the equity market, the imperative to monitor potential asset
price bubbles will be stronger, especially as the surge in equity investments in India by domestic retail
investors is happening at a lower per capita income than observed in prior international experience.

Liquidity issues will also become more persistent. Large inflows absorbed by the RBI will shore up
domestic liquidity. This can stoke credit in risker segments and lead to a rise in the credit-to-GDP ratio
much above the levels warranted by underlying economic fundamentals. The problem can be
especially challenging during episodes of high domestic inflation.

Real exchange rate appreciation must also be averted for the sake of exports and manufacturing
competitiveness. In India, unchecked capital inflows have led to real exchange rate appreciation in the
past. This led to a decline in global export share, especially for low and mid-tech items.

Transition will be slow

The trend of diversification is still in the early stages. A recent Bank for International Settlements
(BIS) bulletin noted that hedging activity (not large-scale selling of US assets) from Asian investors
drove the sharp US dollar weakness in April and May 2025. Still, reports of rising inflows into Asian
local debt markets suggest that the shift may already be underway. The move away from US portfolio
assets won't happen overnight, but we are building up towards that future. If managed well, India
could emerge as a key destination for global capital in the years ahead.
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How elevated debt levels of major economy contribute to FX volatility?

By Vivek Sundram
Research Analyst
SBI Global Markets Unit

The global economy is grappling with an escalating challenge: ballooning public debt levels.
While many nations contribute to this trend, the scale of indebtedness in major advanced
economies like the United States and Japan presents a particularly potent threat, with far-reaching
implications for foreign exchange (FX) markets and the stability of emerging market currencies.
As we move further into 2025, the signals are becoming clearer — a highly indebted world means
increased volatility and potential distress for global financial architecture.

According to IMF Fiscal Monitor (April 2025), the global public debt to GDP is projected to rise
by an additional 2.8% points of GDP in 2025 to 95.1 (% to GDP) and 99.6 in 2030, surpassing
even the pandemic peak. The IMF analysis indicated that roughly one-third of nations,
representing 80% of the global GDP, possess public debt that not only exceeds pre-pandemic
levels but is also increasing at a quicker rate. Additionally, over two-thirds of the 175 economies
are grappling with public debt levels heavier than those recorded in 2020 during COVID.
Another IMF report reveals that interest expenditures currently take up 10% of the central
government’s budget, and this figure is projected to double by 2030.

The risk of elevated debt levels has grown due to more stringent and unpredictable financial
conditions coupled with increased economic uncertainty. The intensification of trade disputes
and policy unpredictability continues to pose significant challenges for the foreign exchange
market forecast.

Dehbtto GDP Ratio % of major economies
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Growing public debt raises the burden of debt servicing for a nation and affects economic
policies, leading to volatility in foreign exchange markets. When a country issues foreign
currency-denominated debt, it can increase foreign exchange reserves; however, repaying such
debt decreases these reserves, which may impact domestic liquidity and economic activity. The
higher cost of servicing foreign-denominated debt, along with rising prices of imported goods for
local production, can negatively affect economic growth, which is vital for maintaining
sustainable debt levels and a strong currency.

A slowing economy can weaken the currency, causing further contraction through reduced
foreign investment and higher production costs. Heavy national debt limits a central bank’s
ability to manage liquidity and interest rates effectively, increasing the risk of financial crises,
which bring about high interest rates and currency depreciation. This situation may deter foreign
investors and reduce the government’s capacity to invest in infrastructure and development.
Ultimately, persistent high debt can hinder economic recovery during downturns if borrowing
funds are used for current consumption instead of productive investments.

Elevated debt levels in the US & Japan — Why a major concern for the FX market?

During COVID, Fed started quantitative easing (QE) by purchasing massive amounts of financial
assets, primarily US treasuries but also mortgage-backed securities, and injected liquidity in the
market to stimulate the economy. Consequently, the assets on the Fed’s balance sheet increased
sharply to $8.97 trillion during April 2022 from $4.17 trillion in December 2019. But later the
Federal Reserve dramatically shifted its monetary policy in 2022, implementing significant
interest rate hikes and reducing its asset holdings (quantitative tightening) to counter the
persistent high inflation that emerged in 2021.

The increase in money supply due to QE dragged the US Dollar index and UST yields lowerin
2020. In addition, the economy was in a bad shape. Unemployment rate shot up, inflation started
to peak, and the economy slipped into contraction territory. From mid-2022, Central Bank
began to reduce its bond purchases and gradually unwinding its balance sheet. Simultaneously,
FOMC kept hiking its Fed funds target rate to contain inflation. Both these measures started to
tighten monetary policy and increased interest rates, as intended by the Fed.

Fed's Total Assets (in & Trillion)
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The key problem is that the debt, which was issued during QE to support the economy, has
continued to balloon over the years, with little effort to cut down Covid era spending. Currently,
the US public debt stands in excess of $36 trillion. Another problem was that a large chunk of this
debt is issued using short term securities. According to the US Treasury data, share of short-term
debts (treasury bills and upto5yr notes) was 90.6% of total gross issuance in 2020. This trend as
continued in the subsequent years as yields have risen, with an average share of short-term debt
issuance of 89.8% of total gross issuance between 2021-2024. Short term debt shares of gross
issuance, till May this year, stands at 92.8%.
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As a result of this choice, now $18.5 trillion worth of debt needs to be refinanced over the next
5 years, at a much higher interest rate. The yearly interest payments are expected to exceed
$2 trillion by 2035, according to US CBO projections.

Gross Yearly Interest on Treasury debt securities- Forecast
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The recent passage of the “Big, Beautiful Bill” could further worsen this already precarious
situation. This is not a good sign for the US economy and has impacted the US Dollar negatively.
Bond market has also seen some sell offs but probably is betting on the Fed eventually coming in
to curtain any major rise in yields — with the large issuance lined up, the treasury cannot afford
higher yields from here. The depreciating currency makes it even worse for global investors, and
that has started to show up in auction data in recent months.

The FX market’s discomfort with the ballooning US debt has resulted in the US Dollar’s
relationship with US treasury yields breaking up in last few months, with USD depreciating
despite higher yields.

Relationship between US Dollarindex and US Treasury yields is broken
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Souvce: Bloombery

The perception of “US exceptionalism,” supported by USD’s status as the world’s invoicing
currency of choice and characterized by the robust US equity market performance since the GFC,
contributes to sustained demand for the dollar, even amid high debt levels. Foreign investors
collectively hold trillions of dollars in US stocks, bonds, and other assets, which helps finance the
tederal deficit and maintain relatively low borrowing costs.

However, this privilege is not without limits. A sudden, large, and sustained decline in demand for
US Treasury securities could trigger a fiscal crisis, leading to a sharp spike in interest rates and a
steep fall in the dollar. America’s long-held reputation for financial out performance and safety,
which has historically attracted capital even during turbulent times, may erode if foreign lenders
become less willing to finance US’s spending. Of course, Fed may step in to buy treasuries, at the
risk of stoking inflation.

Japan is another country which is facing debt challenges, which can worsen if yields continue to
rise. A sharp jump in debt was due to decades of persistent fiscal deficits and minuscule economic
growth, which are the economic consequences of “Plaza Accord”, a 1985 agreement signed by
G5 nations: Germany, France, US, Japan & UK. The Accord was supported by synchronized
interventions in the currency market and a continuous lowering of US short-term interest rates.
As a result, it led to an unusually substantial appreciation of the Yen, reaching 46% against the
USD. This sharp rise in the yen’s value immediately impacted Japan’s export-oriented industries
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by making Japanese goods significantly more expensive abroad. For instance, Toyota, a leading
automaker, was compelled to raise prices for its exports, primarily to the United States. The
economic downturn required massive government spending to support struggling banks, leading
to high budget deficits and a debt-to-GDP ratio that increased from about 55% in 1980 to over
236% by 2024.

Asharp appreciationin Yen after Plaza Accord agreement in 1985
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Historically, Japan has tried to manage its massive debt burden through a combination of ultra-
low interest rates and more recently through the Bank of Japan’s (BoJ) Yield Curve Control
(YCC) policy. The YCC policy was designed to suppress long-term government bond yields,
which also helped to keep debt servicing costs manageable for the government. This sustained
ultra-loose monetary policy has been a major contributor to the Yen’s weakness. It created
substantial interest rate differentials between Japan and other major economies, such as the
United States, prompting investors to seek higher returns elsewhere — leading to the popular
carry trade.

However, recent shifts in the BoJ’s policy, driven by persistent inflationary pressures, are leading
to higher Japanese Government Bond (JGB) yields. In the month of May 2025, Japanese 40-yr
bond yield skyrocketed to 3.68% from 2.57% a year ago after poor demand at a 40-yr bond
auction. Higher inflation would be helpful for inflating awaythe debt burden, but it also carries
risks, such as eroding the value of savings and possibly resulting in economic instability. The
escalation in yields directly increases the cost of debt servicing for a highly indebted Japanese
government. Ishiba Shigeru, the prime minister of Japan’s statement —”Our country’s fiscal
situation is undoubtedly extremely poor, worse than Greece”, shows that the government is well
aware of the problem.

Japan also faces a major long-term challenge due to its aging population and rising social security
costs. According to National Institute of Population and Social Security Research (NIPSSR),
Japan’s population is projected to decrease by 30%, and the population aged 65 and over to make
up about 40% of the population by 2070. Social security spending is projected to increase to
roughly 24% by 2040, as per government projections, leading to greater reliance on public debt
to fund pensions, medical care, and long-term care.
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Historically, Japan funded its public debt through high domestic savings. However, these savings
are declining and may turn negative by 2030. If government debt grows faster than domestic
savings, Japan might have to seek funding from foreign investors, which could raise borrowing
costs and increase market risks. The fiscal situation could worsen due to slow economic growth
and the need for fiscal stimulus. Although the Bank of Japan has kept bond yields low, any shift
away from these policies could raise long-term interest rates, increasing debt servicing costs. This
combination of an aging population and declining savings creates a potential “demographic debt
trap,” which could force Japan to borrow more from costly foreign sources while facing a
shrinking workforce and economic growth challenges. This poses a critical long-term fiscal
challenge that requires fundamental reform to address.

The substantial ownership of Japanese Government Bonds (JGBs) by the Bank of Japan (BOJ)
presents a considerable challenge for Japan, stemming from the possibility of bond market
instability and the hurdles associated with unwinding these assets. As of 30th June 2025, BOJ has
79.1% allocation in JGBs. It reported an unrealized loss of 28.625 trillion yen ($198.29 billion)
on its JGB holdings for the year ending in March, a significant increase from the previous year’s
loss. The bank plans to hold the bonds until maturity, so these losses won’t be realized. Interest
rates have risen, leading to higher bond yields, which some economists believe may make the bank
cautious about future rate hikes due to potential market instability. We have already seen an
episode of unwinding of carry trade in July last year, particularly triggered by BO]J’s rate hike
decision, which sent shock waves across global markets. The yen appreciated sharply (more than
13%), while Nikkei tumbled more than 25% during a period of July & August 2024. US equity
markets also saw a selloff during that period. India and other emerging economies could also see
outflows, which will likely to put pressure on currency and impact sectors, especially those which
rely more on foreign capital. According to NSDL, Indian assets under the custody of Japanese
foreign portfolio investors (FPIs) stood nearly at ! 2.44 lakh crore as of June 2025 (roughly 3% of
the total ! 81 lakh crores held by the top 10 FPI investors in India). Japanese companies are also
major investors in India, while many Indian infrastructure projects are financed by Japanese
funding. All of these can be negatively impacted.

The rising global debt levels, particularly in the US and Japan, represent a significant headwind for
the global economy and financial markets. While both nations possess unique characteristics that
have historically allowed them to manage high debt, the current trajectory is unsustainable in the
long run. For FX markets, this translates to increased volatility, with potential for significant re-
pricing of major currencies based on fiscal health. For emerging currencies, the challenge is even
greater, as they face the dual threat of tighter global liquidity and increased capital flight.
Policymakers in both advanced and emerging economies face complex trade-ofts. Credible fiscal
consolidation plans, structural reforms to boost growth, and prudent monetary policy will be
crucial to navigate this increasingly indebted global landscape and mitigate the risks to currency
stability and economic prosperity. The gathering storm of debt demands urgent and coordinated
attention.
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About Budapest

Budapest, the capital of Hungary, is a city defined by historical depth and architectural grandeur.
Formed in 1873 through the unification of Buda, Pest, and Obuda, it has since evolved into a
dynamic cultural and political centre in the heart of Central Europe. Each former city contributes
distinctly to the capital’s identity: Buda, with its royal heritage and scenic hills; Pest, a lively
expanse of civic institutions, cafés, and neoclassical avenues; and Obuda, bearing the imprint of
ancient Roman civilization. Together, they create a capital where centuries of history and modern
urban life exist in remarkable harmony.

Budapest’s cultural richness extends beyond its monuments. The city’s culinary heritage reflects its
diverse past, blending Austro-Hungarian, Ottoman, and Balkan influences into enduring national
dishes such as gulyas (goulash), stuffed peppers, and sweet pastries like strudel. Whether enjoyed
in a historic café or a contemporary bistro, Hungarian cuisine remains a central part of the local
experience and cultural identity. In addition to its artistic and historical significance, Budapest
plays a pivotal role in Hungary’s economic landscape.

As the country’s financial hub, it is home to the Budapest Stock Exchange (BET) and numerous
national and international banks, investment firms, and technology companies. Key industries
such as finance, I'T, logistics, and real estate thrive here, supported by a highly educated workforce
and a business-friendly environment. This combination of heritage and innovation makes
Budapest not only a cultural capital, but a vital economic one as well.

Budapest is, in many respects, a city of contrasts - majestic yet approachable, steeped in tradition
yet outward-looking. It invites visitors not merely to observe, but to immerse themselves 1in its
distinctive rhythm and character. Architectural Landmarks & Cultural Highlights Budapest serves
as a living gallery of architectural styles - Gothic, Baroque, Neoclassical, and Art Nouveau -
interwoven along the banks of the Danube. The city’s geography echoes its identity: the elevated,
historic Buda side reveals a medieval past, while the expansive, energetic Pest side showcases 19th-
century urban ambition. Buda Castle & Castle Hill Rising above the river, Buda Castle has
symbolized Hungarian sovereignty for centuries.

Once the residence of kings, the castle now houses the Hungarian National Gallery and the
Budapest History Museum. Exploring the surrounding Castle Hill reveals cobblestone streets,
centuries-old buildings, and panoramic vistas that offer a glimpse into the city’s storied past.
Fisherman’s Bastion A short walk from the castle, the Fisherman’s Bastion stands as a striking
Neo-Romanesque structure with seven towers, each representing one of the original Magyar
tribes. The terrace provides some of the finest views in the city, especially of the Parliament
Building on the opposite bank.

Hungarian Parliament Building Dominating the Pest skyline, the Hungarian Parliament is an
architectural masterpiece of Neo-Gothic design. With its spires, ornate facades, and stained-glass
windows, it is as captivating inside as it 1s from afar.
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Guided tours offer insights into Hungary’s political system and feature the Holy Crown of
Hungary, housed in its grand central hall. St. Stephen’s Basilica Named after Hungary’s first
Christian king, St. Stephen’s Basilica is one of the country’s most important religious buildings. Its
grand dome and richly decorated interior draw countless visitors, while the preserved mummitied
right hand of King Stephen offers a unique historical relic.

The panoramic view from the dome is among the best in the city. Andrdssy Avenue & Heroes’
Square The elegant Andrassy Avenue, a UNESCO World Heritage Site, is lined with 19th-
century mansions, embassies, and the Hungarian State Opera House. It leads to the monumental
Heroes’ Square, where statues of Hungary’s founding leaders and national heroes stand in tribute
to the country’s enduring spirit. Arts, Music & Cultural Events Budapest has long been a beacon
of artistic and musical excellence.

Institutions such as the Franz Liszt Academy of Music, the Museum of Fine Arts, and the
Hungarian State Opera House uphold a legacy of classical refinement. Opera, chamber music,
and symphonic concerts are performed yearround in beautifully preserved historical venues.
Simultaneously, the city embraces contemporary culture through street art, independent galleries,
and multidisciplinary festivals.

Events such as the Budapest Spring Festival, Café Budapest, and the internationally renowned
Sziget Festival reflect the city’s creative diversity and its role as a regional cultural hub.

Shopping & Local Design From luxury fashion to traditional crafts, Budapest’s shopping scene is
both stylish and authentic. Andrdssy Avenue hosts luxury boutiques and international brands,
while Vici Street caters to visitors with a mix of retail stores and cafés in a pedestrian-friendly
setting. For those interested in local culture, the Central Market Hall offers Hungarian specialties
such as paprika, Tokaji wine, hand-embroidered textiles, and artisanal souvenirs.

Budapest’s emerging design districts and weekend markets highlight a new generation of
Hungarian creators, offering everything from sustainable fashion to modern ceramics. Green
Spaces & Outdoor Life Despite its architectural density, Budapest offers numerous green retreats
tor relaxation and recreation.

Among the most popular is Margaret Island, a tranquil, car-free haven in the middle of the
Danube, complete with landscaped gardens, medieval ruins, and open-air performance spaces.
City Park (Varosliget), adjacent to Heroes’ Square, blends cultural institutions with leisure. It is
home to the Museum of Fine Arts, the House of Music Hungary, and expansive walking paths.
The area is currently undergoing revitalization that balances modernization with the preservation
of'its natural character.

For panoramic views, Gellért Hill provides some of the most dramatic perspectives of the city,
along with wooded trails and the historic Citadel, a fortress that has played various roles
throughout Budapest’s turbulent past. Shopping & Thermal Relaxation in Central Budapest.
Budapest offers more than architectural beauty and historical depth - it also provides excellent
shopping and world-renowned thermal bathing experiences, particularly convenient from central
locations like the Marriott.
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Shopping malls Nearby Several modern shopping centres are within easy reach:

* West End City Centre (10 min by car / 15 min via metro) One of the largest malls in the region,
teaturing 400 + stores, dining, and entertainment next to Nyugati Station.

e Arena Mall (15 min by car / 20 min by public transport) A spacious, upscale complex with
fashion retailers, restaurants, and an IMAX cinema.

¢ Mammut Shopping Centre (15-20 min by car or metro) Located in Buda near Sz¢llIKalmantér,
Mammut offers retail, groceries, and casual eateries. Budapest’s Thermal Bath Culture The
city’s natural hot springs feed iconic baths known for their healing properties and historical
architecture:

 Széchenyi Baths (15 min from downtown) Europe’s largest thermal complex with outdoor
pools, saunas, and a grand Neo-Baroque setting in City Park.

* Gellért Baths (10-15 min away) An Art Nouveau gem known for its ornate indoor pools and
tranquil ambiance.

* Rudas Baths (10 min by tram) A blend of Ottoman and modern design with a rooftop thermal
pool offering panoramic city views.

Budapest is not only one of Europe’s most picturesque capitals—it is also one of its most
intellectually and emotionally engaging. Its stately boulevards, layered architecture, and profound
sense of history offer more than visual appeal; they invite thoughtful exploration.

From royal palaces to riverside promenades, from ancient ruins to contemporary festivals, every
part of Budapest reveals a city in dialogue with its past and in motion toward its future. Whether
you visit for a weekend or a season, Budapest leaves a lasting impression—elegant, complex, and
quietly unforgettable.

By,
Amyn Mecklai
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The Clearing Corporation of India

The Clearing Corporation of India (CCIL) acts as a Central Counterparty (CCP) in the Indian G-Sec, Money
(Repo and TREPS) Market, Forex and OTC Derivative markets. Set up in 2001, at the initiative of RBI to act as
the CCP for OTC markets in India, CCIL has been a pioneer, launching new products and services aimed at
enhancing efficiency and resilience in the financial market infrastructure. In recognition of its robust risk
management and compliance framework, CCIL was designated as a Qualified CCP (QCCP) by RBI in January
2014.

CCIL is among the few CCPs globally that guarantees trades (outright and repos) in G-Sec and Forex markets.
As a Triparty Repo Agent for Government Securities, CCIL facilitates CCP settlement of all Triparty Repo
trades executed on the Triparty Repo Dealing System (TREPS). The PvP (Payment versus Payment) mode of
settlement in the USD /INR settlement segment, has been instrumental in eliminating the residual credit risk
and reduction of counterparty exposure limits. CCIL has also initiated CCP clearing services in Rupee
denominated derivatives benchmarked to MIBOR and Modified MIFOR. The facilitation of guaranteed
settlement by CCIL has resulted in the elimination of counterparty and operational risks and uncertainties. The
resultant availability of liquidity with the banks due to multilateral netting provided by CCIL has aided growth
in these markets. CCIL also manages RBI Retail Direct Gilt Platform on behalf of RBI, which facilitates
individual investors to directly invest in Government Securities (G-Secs) such as bonds, treasury bills and dated
securities.

CCIL, through its wholly-owned subsidiary, Clearcorp Dealing Systems India Limited (Clearcorp), provides a
range of dealing systems/platforms across Government Securities, Money Market, Forex and Derivatives
markets. The CROMS trading system, an anonymous order matching system for Repos, TREPS-an electronic
trading platform for the Triparty Repo market, FX-CLEAR- the forex trading platform and the ASTROID
platform for trading in the IRS market are the trading platforms developed by Clearcorp. It has also developed
the NDS-OM anonymous trading platform for the Government Securities market and the NDS-CALL
platform for transactions in the Call market on behalf of the Reserve Bank of India. In the forex market,
Clearcorp has also developed the FX-Retail platform for customers of banks to conduct their forex transactions.

In the OTC derivatives market, CCIL through its products, platforms and services has played a pivotal role in
mitigating inherent risks of the market and helped expand market access to new products and market
participants. The Trade Repository services for this market commenced in 2007, and CCIL has gradually
expanded its gamut of activities to facilitate CCP services for MIBOR and Modified MIFOR linked swaps,
provide Margining and Collateral Management services for non-centrally cleared derivative (NCCDs)
transactions through the ‘SARVAM’ platform and periodic portfolio compression services to reduce
outstanding positions of market participants. The Trade Repository services have brought greater transparency
to these markets and the completeness of the information being made available now has helped the Regulator
and market participants to gauge the level and depth of these markets at any point of time. CCIL has one more
trade repository reporting platform (E-TRAC) that captures the primary and secondary market activity in the
Commercial Paper and Certificate of Deposit market and also secondary market Repo activity in Corporate
Bonds, NCDs, CP and CD.

Moving beyond its role as a pioneer in the wholesale segment of the financial markets, CCIL now supports the
regulatory objective to expand the presence of smaller and retail participants in the Government Securities,
Forexand OTC derivatives market. The Clearing Member structure launched in various settlement segments in
2020 has helped to extend facility of clearing services to both retail and non-retail customers. Giving a push to
the RBI initiative to expand the retail investor’s footprint in the G-Sec market, CCIL manages the RBI Retail
Direct Scheme launched in November 2021, on behalf of RBI, which facilitates individual investors to directly
invest in Government Securities (G-Secs) such as Central Government and State Government Securities,
Treasury Bills, Sovereign Gold Bonds and FRSB securities. Under the RDG scheme, CCIL acts as an
aggregator /receiving office for the primary issuance of G-Secs including FRSB and SGBs.

Legal Entity Identifier India Limited (LEIL) a wholly-owned subsidiary of CCIL has been accredited by the
Global Legal Entity Identifier Foundation (GLEIF) as a Local Operating Unit (LOU) for issuance and
management of Legal Entity Identifiers (LEIs).
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Offering the complete suite of trading solutions for
F X market participants

About 360T Group

360T is far more than an award-winning multi-bank, multi-asset trading platform for O TC financial instruments. As
the Deutsche Borse Group’s global FX unit, 360T is able to provide firms on both the buy- and sell-side with all the
technology, services and tools necessary to support their individual business requirements.

360T offers a full range of streamlined services across the entire trading workflow of F X, Short-Term Money Market
products and commodities. With over 2,900 buy-side customers and more than 200 liquidity providers across 75
different countries and offices in Europe, America, Asia Pacific, India and the Middle East., today 360 T is uniquely
positioned to help connect the global F X industry via our proprietary suite of web-based technology solutions.

Execution Management System (EMS)

360T’s Execution Management System (EMS) is a functionally rich, easily configurable system which
offers customised workflow solutions designed to cater for a wide range of trading requirements.

A Complete Suite of FX Products Ease of Integration

Supports multiple different ways of executing FX Our EMS is specifically designed to be seamlessly
Spot, NDFs, Outright Forwards, Swaps and Options and easily integrated into firms existing workflows.
INnstruments.

Greater Efficiency

Automated Trading Our EMS helps to drive costs down and help firms
Advanced automation tools enable traders to focus improve their bottom-line.

on the value-add areas of their business.

Reduced Operational Risk

Flexibility Using our EMS significantly reduces the risk of
An effortlessly configurable and highly customisable human error during the trading process.
solution capable of adapting to any workflow.

Streaming NDFs

360T's streaming NDFs, designed to complement our disclosed RFS offering, are a response to market demand for
an alternative hedging venue.

© Multiple Credit Solutions & A Distinctive Ecosystem

We support three credit models for SNDFs trading - Our large, diverse client base enables 360T to connect
bilateral, prime broker (PB) intermediated and via a local onshore liquidity in developing markets with a
credit hub/CCP. worldwide community of offshore users to create a truly

global liquidity pool for streaming NDFs.
& Additional Liquidity Sources

By supporting PB intermediated trading we have ~* Enhanced Execution Performance

opened the door to non-traditional liquidity providers The ability to execute in an undisclosed manner with a
to trade our streaming NDFs, expanding the LP pool broad selection of counterparties viaa CCP enables
and ensuring that consumers ultimately benefit from firms to deploy a wider range of trading strategies,

narrower bid-offer spreads. whilst simultaneously reducing their market impact.
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Foreign Exchange and Finance Brokers
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PHONE NUMBER: 022-22671214/22673805
E-MAIL : forex@mecklaifx.com
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Sunidhi Securities & Finance Ltd
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FOREX MARKETS PVT. LTD.

SAK Forex Markets Pvt. Ltd.

Foreign Exchange Brokers

167, 2nd Floor, Bharti Workshop, C.S.T Road,
Kalina, Santacruz (E), Mumbai - 400 098
Tel. : 2650 1013 / 2650 1014
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Tel: 022 - 2650 8401 Tel: 022 4348 0000

Email: support@kanji.in
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Group Company
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Telephone :
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Regd. Office :
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Guru Nanak Road, Bandra (West),
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With Best Compliments from...

A. P. TARAPOREVALA & SONN PVT. LTD.

Exchange Brokers

Mg — Mg — Mg —

o™= %™ /™

K. K. Chambers, Ground Floor, Sir P. T. Marg,
Off D. N. Road, Fort, Mumbai - 400 001.
Tel : 2207 2781 / 2207 2785
E-mail : sagar@aptaraporevala.co
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With Best Comy[iments from...

BAK

BATLIVALA & KARANI

IIIrd Floor, Union Bank Building,
Dalal Street, Fort, Mumbai - 400 001.
Tel. : 4360 1622 Fax : 2269 3089 / 2262 3024
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Raychand Lakhotia and Sons

Broking beyond the ordinary.

Best compliments from
Raychand Lakhotia & Sors
To
FAI Committee & Team

RMID - Raychand Rajesh
RMID - Raghav Lakhotia

Contact - 98300 46799 / 90513 65796

Email Id - rajesh@raychand.co.in,
Address - 23A Netaji Subhas Road, 3rd Floor,
Suite-13, Kolkata-700001

The four way test
Of the things we think, say and do
> Is it the Truth?
> Is it fair to all concerned?
> Will it build goodwill and better friendship?
> Will it be beneficial to all concerned?
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With best compliments from...

&

PIGOTT CHAPMAN & CO.

Estd : 1859
F-601, Remi Biz Court, Off Veera Desai Road,
Andheri (W), Mumbai - 400 058.

()

With Best Comyﬁments from...

P PhillipCapital

Phillip Finance & Investment
Services India Pvt. Ltd.

No. 1, 18th Floor, Urmi Estate,
95, Ganapatrao Kadam Marg,
Lower Parel (West), Mumbai - 400 013.
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2 EXCHANGE AND FINANCE BROKERS ®
% A
@ Tower - I, Bengal Eco Intelligent Park, @
% . ::'f
% Unit No. 9, 14th Floor, Plot - 3, %
4 Block - EM, Sector - V, (,j
= s
%) Salt Lake, Kolkata - 700 091. %)
B Phone No. 033-40036988 / 033-23578225 -
7o Ve
(') Fax : 033-23578224 (':
> :
= Mobile : 9831615806 / 9883015806 e
») »)
) ]
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With best compliments from...

@ Lakshmie & Sons

FOREIGN EXCHANGE BROKERS

Unit 228, 2nd Floor, Trade Centre BKC, Opp. MTNL Building,
Bandra Kurla Complex, Bandra (East), Mumbai - 400 051.
Tel : 022-2654 8104 / 07 / 6666 2351 / 52 / 6239 8418 / 19

()

With Best Comy[iments from...
TEAM

Q INTERBANK FX INTERMEDIARIES

NCE19?
Foreign Exchange Brokers

211, Stock Exchange Towers, Dalal Street,
Fort, Mumbai 400 001, India.

T : 91 22 22722149 / 91 22 22722150
What's App Business : +91 93232 00802
Message Us at : https://wa.me/919323200802
Email : Vakharia.Forex@vakharia.co.in
DealConfirmations@vakharia.co.in

Vakharia.Co@gmail.com
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Bank Delegates

Australia and New
Zealand Banking
Group Limited

Mr. Vishal Kaushal

Axis Bank

Mr. Arvind Khusape
Mr. Ravi Raj

Mr. Aman Mahna

Mr. Rahul Chaturvedi

Bandhan Bank Ltd.

Ms. Sindhu Jayaprakash
Vazhayil
Mr. Deepak Agarwal

Bank of Baroda

Mr. Deepak Kumar Singh
Mr. Manoj Kumar Tiwari
Mr. Sumant Kumar

Mr. Ashish Gupta

Mr. Jagdish Kumar Pawar
Mr. Ankur Gupta

Mr. Dharmendra Kalra
Mr. Akash Moyal

Mr. Rohit Saraswat

Mr. K.B.N. Jeevan Prakash
Mr. Bhaskar Goswami
Mr. Vinod Kumar

Mr. Sachinkumar Pandey
Mr. Sahil Kumar Mehan
Mr. Nikhil Pande

Mr. Prabhat Kumar

Mr. Navneet Mishra

Mrs. Bharti Vijan

Mrs. Ruchika

Mr. Mohammed Parvez

Bank of India

Mr. Subrat Kumar

Mr. Uddalok Bhattacharya
Mr. Debajyoti S. Mohapatra
Mr. Ashish Kumar Pandey
Ms. Priya Bhutani

Mr. Karan Bhatia

Mr. Suraj Singh

Bank of Maharashtra

Mr. Sampat Kaushal

Mr. Rajiv Singh

Mr. Mainak Pramanik
Mr. Ashish Manjrekar
Mr. Shashank Nayak

Mr. Pradeep Singh Rawat

Canara Bank

Mr. Diwakar Sharma

Mr. Alok Badola

Mr. Uttkarsh Kumar Sinha
Mr. Sudhakar N. Chaudhary
Mr. Kapil Agrawal

Central Bank of India

Mr. Ravi Baid

Mr. Neeraj Jariwala
Mr. Brajesh Kumar
Ms. Lata Dhanwani
Mr. Amit Pratap Singh
Mr. Sagar Phalke

Credit Agricole
Corporate &
Investment Bank
Mr. Riken Shah
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DCB Bank

Mr. Amar Nath Jha
Mr. Deepak Kumar Mishra

Deutsche Bank
Mr. Ankesh Ahuja

FEDAI
Mr. K. N. Srinivas

Federal Bank

Mr. Sreekanth IV
Mr. Arun Thomas
Mr. Alex Panchilazhikam
Mr. Pradeep John

FIMMDA

Mr. Ravindranath Gandrakota
Mr. Shiraz Vispi Daruwala
Ms Deepika Hemant Rathod

HDEFC

Mr. Biswajit Mohanty
Ms. Kajal Jaglan

Mr. Shubham Verma
Mr. Rishi Sajwan

Mr. Ashok Abraham

ICICI
Mr. Vipul Mittal

IDFC

Mr. Navajeevan Reddy Kavva
Mr. Saurabh Pandey

Mr. Swaminathan Ramakrishnan
Mr. Vinkle Kamra



th

® ANNUAL FOREX ASSEMBLY

Indian Bank

Mr. Manoj Kumar Das
Mr. Rabindra Kumar Sahu
Ms. Bhavya Dutta

Mr. Vineeth C C

JP Morgan

Mr. Nayan Bansal
Ms. Mudita Gupta
Ms. Akansha Dodeja

Karur Vysya Bank

Limited

Mr. Rama Chandra Reddy
Vippala

Mr. Sreedhar Dronadula

Mr. Shankar Narayanan
Nagarajan

Mizuho
Mr. Anish Hemant Kirolikar

MUEFG Bank
Mr. Chinmaya Bisoyi

PNB

Mr. Mohit Dhawan
Mr. Rajesh Kumar Jain
Mr. Sandeep Baisoya
Mr. Ram Kumar

Mr. Dishant Kumar
Mr. Ashish Mittal

Mr. Saurabh Pandey
Mr. Abhishek Kumar
Mr. NigamanandaDas
Mr. Shreyam Sikda

RBI

Mr. Radha Shyam Ratho
Mr. Gaurav Tiwari

Mr. Satish Chandra Rath
Mr. Ajay Kumar Sinha
Mr. Akshay Jha

Ms. Dimple Bhandia

RBL Bank

Mr. Alhad Sardesai
Mr. Kaushal Sheth

SBI

Mr. Ravi Ranjan

Mr. Samir Sawhney

Mr. Srinivasa Panigrahi

Mr. Biresh Kumar

Mr. Pushkara Nand Jha

Mr. Viresh Kumar Sur

Mr. Md. Rizwan Alamyawanshi
Mr. Rajeev Lochan

Mr. Vimal V.

Mr. Arvind Sihmar

Mr. Rahul Sinha

Mr. Gaurav Rai

Mr. Himanshu Mishra

Mr. Gaurav Sharma

Mr. Sachin Arora

Mr. Saurabh Verma

Mr. Shitiz Mittal

Mr. Chirag

Mr. Mohammad Imam Gazali
Mr. P Santosh Kumar

Mr. Manish Kumar Singh
Mr. Priyankar Kumar Anand
Mr. Saurav Kumar

Mr. Himkush Gupta

SIDBI
Mr. Diptosh Mandal
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Sumitomo Mitsui
Banking Corporation
Mr. Ishan Kar

Union Bank of India

Mr. Abhijit Basak

Mr. Baljinder Singh
Mr. K C Venkateswar
Mr. Imran Ahmad

Mr. Siddharth Agrawal
Mr. Samrat Nandy

Mr. Rajat Baranwal
Ms. Sneha Ramesh Rawool
Mr. Asdullah Naz

Mr. Sumit Edke

Mr. Prateek Pandey
Mr. Bhogapuram Teja

Yes Bank

Mr. Kushal Gupta
Ms. Vidhi Dharmesh Dholakia
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FX Inter Bank

Brokers

Crest Finserv Paterson FX

Ms. Sheetal Kapadia Mr. Sanjib Kumar Deb
FRR Forex Raychand & Sons
Mr. Pradip Chatterjee Mr. Rajesh Kumar Lakhotia
Mr. Prodipta Banerjee Ms. Renu Lakhotia

Ms. Ritika Lakhotia
Mr. Raghav Lakhotia
Govindram & Co. Ms. Pragati Saraf

Mr. Parin Dharia

SAK Forex Markets
ICAP India Mr. Shailesh Ashra
Mr. Deepak Tathed Mr. Paresh Ashra

Mr. Manish Gonsalves
Mr. Delzad K Avari

Kanji Pitambar & Co.

Mr. Ajay Ashra
Ms. Vaishali Parekh
Ms. Upasana Chotalia

Sunidhi Securities and
Finance Limited

Mr. Kirankumar Malpe Mr. Rahul Shah
L Gansham Vrajlal Thakker & Co.
Mr. Gaurav Mehta Mr. Sandip Ranjit Atit

Mr. Ashish Pathare
Mr. Vaibhav. S. Gadkar

LC Raheja Forex Mr. Pruthvi R. Shah

Pvt. Ltd. Mr. Praveen Kurpar Mishra
) ) Mr. Sushant Sunil Pawar

Mr. Udit Chatrapati Ms. Amisha Vrushank Mehta

Mecklai & Mecklai Vakharia & Co.

Mr. Amyn Mecklai Mr. Prakash Kulkarni

Mr. Vikram Singh
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Corporate
Delegates

Adani

Mr. Prateek Tandon
Mr. Yogesh Ujawe
Mr. Ashish Upadhyay
Mr. Nimit Parikh

Reliance Industries
Limited
Mr. Rasik Keshavji Shah

Service
Providers

360T

Mr. Sulabh Marwah
Mr. Paul Mykulangara
Mr. Sabornee Jana
Mr. Andrew Jones
(Overseas Delegate)

Bloomberg

Ms. Pooja Saraf
Mr. Parth Patel
Mr. Ayush Suriya

CCIL

Mr. Hare Krishna Jena

Mr. Deepak Chande

Mr. Kamal Singhania

Mr. Durgesh Srivastava

Mr. Surendra Kumar Gupta
Mr. Mehdi Hasan Shaikh
Mr. Manoj Pandey

Mr. Biplob Mitra

Ms. Rupali Lad

Mr. Mayur Varadkar

Ms. Saakshi Jadhav

Mr. Akash Rajendra Supare
Mr. Prasanth Lutta S N V Durga
Mr. Vikas Agam

Mr. Byomesh Mishra

once A Deajg,

imFAE
%]

Always a Dealer

FOREX ASSOCIATION OF INDIA

(AFFILIATED TO ACI)
www.forexindia.org

Clearcorp

Mr. Bhaskar Vadlakonda
Mr. Pratap Rasgania

LEIL
Ms. Swapnali Pitale

LSEG

Mr. Giles Castelino
Mr. Hasnain Namavati
Mr. Amit Kanchan
Ms. Ruchita Kenia

NSE Cogencies

Mr. Vishal Kapadia
Mr. Rohit Pujari

SGX FX Systems
Mr. Tipu Ranjandas

SOTC

Ms. Mitali Sawant



th
..ﬂ..
3 4 S AONE D i LY FOREX AssoclAnoN OF INDIA

wwwwwwwwwwwwwwwww

Platinum Sponsor

IL

THE CLEARING CORPORATION OF INDIA LTD.

Bloomberg

oeurscue sonse | GEG FX

TS ——

SGX= {3 NSE
FX COGENCIS
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