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Economy 

Decoding the OCCRPôs Adani report 

Subject: Economy 

Section: Capital market  

Introduction:  

¶ In March 2023, the Supreme Court of India ordered investigations into the Adani-Hindenburg matter. 

¶ The investigations were directed at the Securities and Exchange Board of India (SEBI) and an Expert Committee to 

examine potential violations of securities regulations.  

¶ The Organized Crime and Corruption Reporting Project (OCCRP) has done an independent investigation into the 

case. 

Rule 19A and its Significance: 

¶ Rule 19A of the Securities Contracts (Regulation) Rules 1957 is a crucial regulation inserted through an amendment in 

2010 under the "Continuous Listing Requirement." 

¶ The rule mandates that every company listed in the Indian stock market must maintain a minimum of 25 percent 

public shareholding. 

¶ In this context, "public" is defined within the rule, encompassing individuals other than "the promoter and promoter 

group".  

o The "promoter group" includes the spouse of the person, parents, siblings, children, subsidiaries, or 

associates of the company. 

¶ It plays a vital role in ensuring that a sufficient number of shares of a listed company are available for trading in the 

stock market. 

¶ This facilitates price discovery. 

¶ Violations of Rule 19A may suggest potential issues like stock price manipulation and insider trading, which can 

undermine the integrity of the equity market. 

Key Organizations and Terms: 

OCCRP (Organized Crime and Corruption Reporting Project): 

¶ An international non-profit organization of investigative journalists. 

¶ Specializes in exposing corruption, money laundering, and organized crime. 

¶ Collaborates with news outlets worldwide to publish in-depth investigative reports. 

SEBI (Securities and Exchange Board of India): 

¶ India's regulatory authority for securities and commodity markets was established under the Securities and Exchange 

Board of India Act, 1992. 

¶ Regulates and supervises market activities to protect investors and ensure market integrity. 

¶ Enforces securities laws and issues guidelines for market participants. 

¶ Promotes transparency, fairness, and efficiency in the Indian financial markets. 

Directorate of Revenue Intelligence (DRI): 

¶ A government agency under the Central Board of Indirect Taxes and Customs, Department of Revenue, Ministry of 

Finance. 

¶ Responsible for investigating customs, excise, and tax-related offenses. 

¶ Focuses on curbing smuggling, tax evasion, and illegal financial activities. 

¶ Works to ensure compliance with customs and taxation laws. 

SCRR 1957 (Securities Contracts (Regulation) Rules 1957): 

¶ A comprehensive rulebook governing securities transactions in India under the Securities Contracts (Regulation) Act, 

1956. 

¶ Contains provisions related to trading, listing, and regulation of securities. 

¶ Provides the legal framework for the functioning of the Indian securities market. 

Continuous Listing Requirement: 

¶ A regulatory framework  that stipulates ongoing obligations for listed companies under the Listing Obligations and 

Disclosure Requirement (LODR) Regulations. 

¶ Includes rules related to corporate governance, financial reporting, and disclosures. 
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¶ Aims to maintain market integrity and protect investor interests. 

¶ Requires companies to meet specific criteria to remain listed on stock exchanges. 

Tax Haven-Based Shell Companies: 

¶ Entities registered in jurisdictions with low taxes and strict financial secrecy laws, often subject to international 

agreements and conventions against tax evasion. 

¶ Often used for legitimate tax planning but can also be exploited for illegal financial activities. 

¶ May facilitate tax evasion,money laundering, and concealment of beneficial ownership, subject to international anti-

money laundering standards. 

Foreign Portfolio Investors (FPIs): 

¶ Foreign entities, including institutional investors and individuals, invest in the securities markets of another country. 

¶ Often subject to regulations and reporting requirements by the host country's regulatory body, e.g., SEBI in India. 

Economic Interest Shareholder: 

¶ A term referring to a shareholder or entity that holds an economic or financial interest in a company, often distinct 

from legal ownership. 

¶ May have a stake in the company's profits, losses, or financial performance without necessarily holding the formal 

legal title to shares. 

Ultimate Beneficiary Ownership: 

¶ A concept related to identifying and verifying the actual individuals or entities that ultimately benefit from or 

control an asset or entity, particularly in cases of complex ownership structures. 

¶ Often a focus of anti-money laundering (AML) and know-your-customer (KYC) regulations to prevent hidden 

ownership and illicit financial activities. 

Round Tripping  

¶ Money leaves the country through various channels such as inflated invoices, payments to shell companies overseas, 

the hawala route and so on. After cooling its heels overseas for a while, this money returns in a freshly laundered form; 

thus completing a round-trip. 

¶ How does the money return to India? 

¶  It could be invested in offshore funds that in turn invest in Indian assets. The Global Depository Receipts (GDR) and 

Participatory Notes (P-Notes) are some of the other routes that have been used in the past. 

¶ Participatory notes (P-notes) are issued by registered foreign portfolio investors (FPIs) to overseas investors who wish 

to be a part of the Indian stock market without registering themselves under SEBI directly after going through a due 

diligence process. 

¶ Global Depository Receipts (GDR)is any instrument in the form of a depository receipt or certificate created by the 

Overseas Depository Bank outside India and issued to non-resident investors against the issue of ordinary shares or 
Foreign Currency Convertible Bonds of issuing company. 

CBDCs can make payments across borders efficient: Das 

Subject: Economy 

Section: Monetary Policy  

In News: RBI Governor highlights the benefits to cross border payments from adoption of the Central Bank Digital Currencies 

(CBDCs). 

Key Points: 

¶ Central Bank Digital Currency (CBDC), or digital currency, can help in making cross border payments more efficient. 

¶  The key challenges to existing cross-border payments continued to be high cost, low speed, limited access and 

insufficient transparency. 

¶ Adoption of the Central Bank Digital Curren cies (CBDCs) can make cross-border payments efficient. 

¶ Faster, cheaper, more transparent, and more inclusive cross-border payment services would deliver widespread benefits 

to people and economies worldwide. It would also support economic growth, international trade and financial 

inclusion. 

¶ Instant settlement feature, I believe, CBDCs can play an important role in making cross-border payments cheaper, faster 

and more secure. 

¶ They can help in reducing illicit finance risk; forex and technology solutions for currency settlement; and technology 

solutions for multilateral cross-border CBDC platforms. 

¶ India is one of the few countries which have launched CBDC pilots in both wholesale and retail segments 
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¶ Way ahead: 

o Developing solutions and technologies for multilateral cross-border CBDC platforms which could contribute to 

interoperability across multi-CBDC platforms or domestic payment systems; 

o Reduce operational cost; and increase efficiency, while ensuring consistency in standards across multiple 

jurisdictions 

What is CBDC? 

¶ The term central bank digital currency (CBDC) refers to the virtual form of a fiat currency. 

¶ A CBDC is an electronicrecord or digital token of a countryôs official currency. 

¶ It is issued and regulated by the nationôs monetary authority or central bank and are backed by the full faith and credit of 

the issuing government. 

¶ CBDCs can simplify the implementation of monetary and fiscal policy and promote financial inclusion in an 

economy by bringing the unbanked into the financial system. 

¶ Because they are a centralized form of currency, they may erode the privacy of citizens. 

¶ Although they arenôt formally being used, many countries are exploring the introduction and use of CBDCs in their 

economy. 

State Bank of India allows CBDC users to link to UPI 

Subject: Economy 

Section: Monetary Policy  

In News: SBI has introduces UPI interoperability in its Digital Rupee (e rupee). 

Key Points: 

¶ SBI has introduced UPI interoperability in its Digital Rupee (e rupee), also known as the Central Bank Digital Currency 

(CBDC). 

¶ This feature is accessible through the óe rupee by SBIô application and allows SBI CBDC users to scan merchant UPI QR 

codes for transactions. 

¶ SBI believes this integration will have a significant impact on the digital currency ecosystem. The bank strives to 

provide secure and efficient transaction solutions. 

¶ SBI was among the first few banks to participate in the RBI's retail digital e-rupee project in December 2022. 

¶ SBI said the seamless integration of CBDC with UPI will enhance the acceptance and utilization of digital currencies in 

everyday transactions. 

¶ A few banks, including State Bank of India, Bank of Baroda, Kotak Mahindra Bank, Yes Bank, Axis Bank, HDFC Bank 

and IDFC First Bank, have introduced UPI interoperability on their digital rupee application. 

What is UPI QR code-CBDC interoperability?  

¶ Interoperability of UPI with the digital rupee means all UPI QR codes are compatible with CBDC apps. Initially, when 

the pilot for the retail digital rupee was launched, the e-R users had to scan a specific QR code to undertake 

transactions. 

¶ However, with the interoperability of the two, payments can be made using a single QR code. The digital rupee issued 

by the RBI, or the CBDC, is a tokenised digital version of the rupee. 

¶ The e  is held in a digital wallet, which is linked to a customerôs existing savings bank account. UPI is directly linked to 

a customerôs account. 

¶ Interoperability of UPI and CBDC will ensure seamless transactions between a customer and merchant without having 

the need to switch between multiple digital platforms. 

CCI to spell out norms on significant business operation 

Subject: Economy 

Section: National Income  

In News: Competition Commission of India is likely to issue draft proposals this month on the calculation of deal value threshold 

(DVT)  and what constitutes significant business operations (SBO). 

Key Points: 

¶ After the amendment of the Competition Act, 2002, in April this year, CCIôs nod is needed for Mergers and acquisitions 

(M&A) is needed if 

o the transaction is valued at over Rs 2,000 crore, and 

o if the target entity being acquired or merged has substantial business operations in India. 

¶ Why was the change brought? 
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o In the past, several transactions, especially in the digital space, were concluded without the CCIôs review, 

despite the potential impact on competition. 

o With so many companies being multinational, there is a need to have objective criteria for jurisdiction in 

competition matters. 

¶ What is the SBO test? 

o Tests for significant business operations to be similar to that applied in Germany, Austria. 

o For digital companies, the determinants could include monthly subscribers, unique visitors. 

o Turnover from India, market share, location and access to data of Indian customers are other factors. 

o For pharma firms an R&D centre or a contract manufacturing unit in India could determine SBO. 

RBI to allow CBDC in call money market 

Subject: Economy 

Section: Monetary Policy  

Context: RBI plans to allow using Central bank Digital Currency (CBDC) in call money market 

Key Points: 

¶ At present RBI has two pilot projects ï one for CBDC (Retail) and other for CBDC (Wholesale) are going on.  RBI is 

now planning to go to the inter-bank borrowing market, specifically the call money market. 

¶ The plan is to use CBDCs as tokens for call money settlement. As on date, CBDC-W is being used as a pilot in settling 

trade in the government securities market. 

¶ RBI is also showcasing various digitial initiatives in the financial sectorfor the G20 Summit. 

¶ These include Public Tech Platform (PTP) for Frictionless Credit, CBDC, UPI One World, RuPay On-The-Go, and 

Bharat Bill Payment System. 

o Public Tech Platform, visitors can experience an interactive demonstration of the entire process i.e., from 

onboarding to sanction and disbursement of the KCC and dairy loans in an entirely digital manner in a few 

minutes, revolutionizing rural credit. this platform can be used for distribution of small ticket loans like MSME, 

personal loans etc. 

o UPI One World aims to facilitate the onboarding of visitors to the UPI system, even if they donôt possess a 

bank account in India. Meanwhile, RuPay On-The-Go empowers customers to conduct contactless payment 

transactions using everyday accessories such as watches, rings, or keychains, showcasing the versatility of 

domestic card scheme products on par with their global counterparts. 

o BBPS (Bharat Bill Payment System) cross-border bill payment will highlight the adaptability of the BBPS 

platform to integrate with fintechs and conventional financial players to facilitate domestic as well as cross-

border payment transactions. 

Call money rate  

¶ It is the rate at which short term funds are borrowed and lent in the money market. 

o The duration of the call money loan is 1 day. 

o Banks resort to these types of loans to fill the asset liability mismatch, comply with the statutory CRR and SLR 

requirements and to meet the sudden demand of funds. 

o RBI, banks, primary dealers etc are the participants of the call money market. 

o Demand and supply of liquidity affect the call money rate. A tight liquidity condition leads to a rise in call 

money rate and vice versa 

Problem posed by converging nominal and real GDP 

Subject: Economy 

Section: National Income 

Key Points: 

¶ GDP growth rates show interesting behaviour with both nominal and real terms are almost the same (convergence), at 

7.8-8 per cent. 

¶ This means there is hardly any difference in the growth rates when production is reckoned at current prices and at 

constant (base 2011-12) prices. 

¶ Normally the growth in GDP in nominal terms tends to be higher than that of real GDP. 

What is causing this convergence? 

o The answer lies in the queer case of inflation in India, where CPI inflation is moving in the positive direction, 

and the WPI inflation is in negative territory. 
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o For every component of nominal GDP there are appropriate price deflators. And in this calculation, the WPI 

indices are generally used. Hence, if WPI inflation is in the negative zone, which is what it was in Q1, then 

growth at both constant and current terms would tend to converge. 

Real and Nominal GDP growth 

1. Nominal Growth Rate: The nominal growth rate represents the economic growth rate without adjusting for inflation. It is 

calculated using the current market prices of goods and services. Nominal GDP growth reflects both changes in the quantity of 

goods and services produced (real growth) and changes in their prices due to inflation. 

2. Real Growth Rate: The real growth rate, on the other hand, adjusts for the effects of inflation. It measures the increase in the 

production of goods and services after removing the impact of rising prices. Real GDP growth reflects changes in the quantity of 

goods and services produced, holding prices constant. 

¶ The nominal and real growth rates of an economy can be the same when there is no inflation. In other words, when 

the inflation rate is zero, nominal and real growth rates will be equal.  When there is no inflation (i.e., the general price 

level is stable, and prices are not rising), the prices used in calculating nominal GDP remain the same as those used in 

calculating real GDP.  In this situation: 

¶ Nominal GDP Growth Rate = Real GDP Growth Rate (since there is no inflation) 

However, in most real-world economies, some level of inflation is typically present. In such cases: 

¶ Nominal GDP Growth Rate > Real GDP Growth Rate (because nominal GDP reflects both quantity and price changes 

due to inflation). 

¶ The difference between the nominal and real growth rates represents the inflation rate. So, if you want to calculate 

the inflation rate when you know the nominal and real growth rates, you can use the following formula: 

Inflation Rate = Nominal Growth Rate - Real Growth Rate 

Price Deflators 

¶ Price deflators are economic indicators used to adjust nominal values for inflation, converting them into real values. 

¶ They are essential for accurately assessing economic growth, comparing economic variables over time, and analysing 

the impact of policies. 

¶ Price deflators are constructed using price indices and play a key role in converting nominal GDP into real GDP, 

providing a more accurate measure of an economy's actual production levels. 

¶ The formula for calculating a price deflator is: Price Deflator = (Nominal Value / Real Value) x 100 

Govt tightens óbeneficial ownerô rules under PMLA 

Subject: Economy 

Section: Fiscal Policy 

Context: Government has further tightened rules for the ultimate beneficiary and fine-tuned the definition of reporting entity 

under the Prevention of Money Laundering Act (PMLA). 

Key Points: 

¶ The Finance Ministry has notified changes in the Prevention of Money Laundering (Maintenance of Records) Rules, 

2005. 

¶ These amendments aim to give more power to the agency under the PMLA Act and enlarge the type and nature of 

individuals who can come under the ambit of the Act. 

¶ What are the changes? 

o A person having ownership of more than 10 per cent of the capital or profits of a partnership will be brought 

within the ambit of sub-rule 3 as a óbeneficial ownerô. Earlier, this limit was 15 per cent. 

o Similarly, a person, who does not have any ownership or entitlement to more than 15 per cent (now 10 per 

cent) of capital or profits of the partnership but exercises control over the partnership through other means, 

will be treated as a beneficial owner. 

¶ A person is said to exercise control if he has the right to control management i.e, make appointments to the management 

etc., and also controls policy decisions of a partnership. 

How unemployment is measured 

Subject :Economy 

Section: Employment and inflation 

Definitions: 

¶ Labour Force Participation Rate: It is the percentage of people in the Labour force (those who are working or seeking 

or available for work) in the population. 

¶ Worker Population Ratio is the percentage of employed people. 

¶ Unemployment rate shows the percentage of people unemployed among the Labour force. 
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¶ Unemployed The International Labour Organization (ILO) defines unemployment as being out of a job; being available 

to take a job; and actively engaged in searching for work. Therefore, an individual who has lost work but does not look 

for another job is not unemployed. 

The PLFS 

¶ The PLFS is an annual survey conducted by the National Statistical Office. 

¶ It was started in 2017 and it essentially maps the state of employment in the country. 

¶ It collects data on several variables such as the level of unemployment, the types of employment and their respective 

shares, the wages earned from different types of jobs, the number of hours worked etc. 

¶ Earlier this job was done by Employment-Unemployment Surveys, which were conducted once in five years. 

Calculation Methods 

There are two ways and they differ in terms of the reference period. 

1. The Usual Status (US) 

¶ The survey ascertains whether a person had been employed for enough days in 365 days preceding the survey. 

¶ The Usual Status is the only one that is showing a reversal in the unemployment trend 

¶ The NSO unemployment number most routinely quoted is the one based on Usual Status. 

2. The Current Weekly Status (CWS) 

¶ The survey tries to figure out whether a person was adequately employed in the seven days preceding the survey. 

¶ But this approach is not comparable with either the global norm (say the one followed by International Labour 

Organization) or the private sector practice (such as the surveys done by the Centre for Monitoring Indian Economy or 

CMIE). 

¶ The CWS is closer to the global norm. The CWS method shows that unemployment didnôt really fall 

¶ The CWS is also more relevant because it is this approach that the NSO uses for understanding quarterly changes in 

unemployment. So if we start looking at the unemployment rate and LFPR trends compiled using the CWS approach, the 

emerging picture is more in sync with either the data from CMIE or indeed all the other indicators of the broader. 

IMF -FSB gives crypto recommendation to G20 

Subject: Economy 

Section: External Sector 

Key Points: 

¶ A joint synthesis paper prepared by International Monetary Fund (IMF) and Financial Stability Board (FSB) has 

advocated for comprehensive regulatory and supervisory oversight of crypto-assets, as opposed to a blanket ban to 

address macroeconomic and financial stability risks. 

¶ It also pitched for using norms for money laundering to check the use of crypto assets for criminal and terrorist misuse. 

¶ This paper has been prepared on the request from Indiaôs Presidency and combined IMFôs note and FSBôs high level 

recommendations. 

Gist of the paper: 

o The paper highlights that a blanket ban making all crypto activity (for instance, trading and mining) illegal can 

be costly and technically demanding to enforce. 

o It would also tend to increase the incentive for circumvention taking advantage of the inherent borderless 

nature of cryptoassets, potentially heightening financial integrity risks 

Regulation and supervision: 

o Regulation of licensed or registered crypto asset issuers and service providers can support the functioning of 

various policy measures. 

Risks from free adoption of cryptos? 

o The paper noted that wide- spread adoption of cryptoassets could undermine the effectiveness of monetary 

policy,circumvent capital flow management measures, exacerbate fiscal risks, divert resources available 

for financing the real economy, and threaten global financial stability. 

o These risks could reinforce each other, as financial instability can make maintaining price stability more 

difficult and vice versa; cause destabilising financial flows; and strain fiscal re- sources, the paper said. 

Addressing criminal and terrorism financing: 

o  Jurisdictions should implement the financial action task force (FATF) anti- money laundering and 

counterterrorist financing (AML/CFT ) standards that apply to virtual assets (vas) and virtual asset service 

providers . 
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o Jurisdictions should identify and assess the money laundering and terrorist financing risks associated with 

vas and take steps to manage and mitigate those risks. 

External debt grew 0.9% to $624b in FY23, reduces as share of GDP 

Subject: Economy 

Section: External sector  

Key Points: 

¶ Indiaôs external debt declined to 18.9 per cent of GDP at the end of March 2023 from 20 per cent last year. 

¶  However, the external debt of India rose marginally by 0.9 per cent as the external debt stood at $624.7 billion at the 

end of March 2023 as compared to $619.1 billon last year. 

¶  Indiaôs external debt grew by 8.2 per cent in March 2022 when compared to March 2021. 

Composition of external debt: 

o Commercial borrowings remained the largest component of external debt Commercial borrowings. 

o Non-Resident Indian (NRI) deposits, short-term trade credits and multilateral loans together accounted for 89.6 

per cent of the total external debt of India. 

o Long-term debt reduced by 0.2 per cent at the end of March 2023 

o Short-term debt, constituting 20.6 per cent of the total debt, rose by 5.5 per cent mainly due to 5.6 per cent 

increase in the short term trade credit. 

The valuation effect on external debt: 

o Change in valuation of US dollar and other major currencies also plays an important role on the external debt of 

the country. 

o There was a valuation gain of $206 billion as of end march 2023 due to appreciation of the dollar vis avis the 

rupee and other major currencies such as yen sdr and euro. 

o Excluding the valuation effect external debt would have increased by $262 billion instead of $56 billion as of 

end march 2023. 

¶ The current foreign exchange reserve is sufficient to cover around 93 per cent of total debt. 

¶ It may be noted that as on august 25 forex reserves were at $594.86 billion debt 

¶ The debt service ratio at 53 per cent was within comfort zone 

¶ The sovereign external debt (SED)accounts for 21.3 per cent of the total external debt rose 19 per cent to $133.3 

billion  as of end march 2023. 

¶  NonSED accounting for 78.7 per cent of the total external debt saw a growth of 0.6 per cent to $491.3 billion as of end 

march 2023. 

¶  Although sed and non-sed have increased in absolute terms, they have reduced in terms of ratio to GDP. 

Debt Service Ratio (DSR) is a financial metric that measures a country's ability to repay its debt. Here are a few 

key points about the DSR: Calculation: The DSR is calculated as the total amount of debt repayments (principal 

and interest) divided by the country's total national income. 

LSE listing for Indian firms only after norm for listing in IFSC finalised  

Subject: Economy 

Section: Capital Market  

Context:The government will explore direct overseas listing of Indian firms on the London Stock Exchange (LSE)  only after a 

plan for overseas listing of domestic firms in the GIFT International Financial Services Centre (IFSC) in Gujarat is 

implemented 

 What are likely benefits of LSE/international listing? 

¶ Cross-border listing is expected to help Indian firms gain access to a larger base of investors, 

¶ Bring their corporate governance standards to the best global practices. 

¶ Indian entities, to get better access to international markets 

What is the current international listing scenario for Indian companies?  

¶ Currently, Indian companies are not allowed to list directly on overseas exchanges as per regulations. However, listed 

Indian companies can use American Depository Receipts (ADR) or Global Depository Receipts (GDR) to make their 

shares accessible to overseas investors or list debt instruments on overseas exchanges. 

¶ Overseas listing treatment to firms listing in GIFT IFSC would help the Indian firms take advantage of lenient tax rules 

for the offshore facility. 
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¶ The IFSC is being groomed by the government to make it an international financial hub on the lines of London that 

could act as a catalyst in attracting foreign investors to Indian corporates which are gaining global prominence and need a 

large pool of capital from the worldwide. 

RBI unveils revised investment portfolio guidelines for banks 

Subject: Economy 

Section: Monetary Policy  

Context: RBI unveils revised investment portfolio guidelines for banks. 

Key Points: 

¶  Reserve Bank of India revised its guidelines on categorizing the investments by banks, to align them with global 

standards. 

¶ The change in norms follow an RBI discussion paper issued in January 2022. 

Major changes: 

¶ RBI has removed the 90-day ceiling on holding period of securities under the Held For Trading (HFT)  category. 

¶ Similarly, RBI removed the ceiling on the held-to-maturity (HTM)  in lendersô investment portfolios. 

¶ RBI also introduced a new category of investment, fair value through profit and loss (FVTPL)  account. The existing 

HFT category will now be part of FVTPL category, according to the revised guidelines. 

¶ RBI has also barred instruments with loss-absorbing features, such as those qualifying for additional tier 1 or tier 2 

capital regulations, equity and preference shares from being held under AFS or HTM categories. 

Impact of changes: 

¶ According to bankers, this move will result in banks classifying illiquid bonds and state development loans under 

HFT  but this was not the case previously as they were not sure if they could sell these securities within 90 days of 

acquiring. 

¶ The directions are expected to enhance the quality of the banksô financial reporting, improve disclosures, provide a 

fillip to corporate bond market, facilitate the use of derivatives for hedging, besides strengthening the overall risk 

management framework of banks. 

Investment Portfolio 

¶ The main aim of a commercial bank is to seek profit like any other institution. Its capacity to earn profit depends upon 

its investment policy. Its investment policy, in turn, depends on the manner in which it manages its investment 

portfolio . 

¶ When a bank operates, it acquires and disposes of income-earning assets. These assets plus the bankôs cash make up 

what is known as its portfolio. 

¶ A bankôs earning assets consist of (a) securities issued by the central and state governments, local bodies and 

government institutions, and (b) financial obligations, such as promissory notes, bills of exchange, etc. issues by firms. 

¶ There are three main objectives of portfolio management which a wise bank follows: liquidity, safety and income. 

The three objectives are opposed to each other. To achieve on the bank will have to sacrifice the other objectives. 

¶ For example, if the banks seek high profit, it may have to sacrifice some safety and liquidity. If it seeks more safety and 

liquidity it may have to give up some income 

New framework: 

¶ The investment portfolio of banks will now be divided into three categories: FVTPL, HTM and available for sale 

(AFS). 

¶  HFT category was for debt securities purchased by banks with the intent of selling them within a short period. 

¶ Under FVTPL , debt instruments are measured at fair value through a profit and loss account. 

¶ Banks will have to hold the investments in their FVTPL books which will require more regular accounting work. 

Greshamôs law in action in Sri Lanka 

Subject :Economy 

Section: External Sector 

Context: The economic theory of Grisham's law is being seen in action after Sri Lanka fixed exchange rate in dollar. 

Key Points: 

¶ Greshamôs law refers to the dictum that ñbad money drives out good.ò Greshamôs law comes into play when the 

exchange rate between two moneys or currencies is fixed by the government at a certain ratio that is different from the 

market exchange rate. 
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¶ The law, named after English financier Thomas Gresham, came into play most recently during the economic crisis in Sri 

Lanka last year, during which the Central Bank of Sri Lanka fixed the exchange rate between the Sri Lankan rupee and 

the U.S. dollar. 

What happens when exchange rate is fixed at a rate above the market exchange rate? 

¶ Such price fixing causes the undervalued currency ð that is, the currency whose price is fixed at a level below the 

market rate ð to go out of circulation. 

¶  The overvalued currency, on the other hand, remains in circulation but it does not find enough buyers. 

¶ When the price of a currency is fixed by the government at a level below the market exchange rate, the currencyôs supply 

drops while demand for the currency rises. Thus, a price cap can lead to a currency shortage with demand for the 

currency outpacing supply. 

¶ The law applies not just to paper currencies but also to commodity currencies and other goods. 

¶ In fact, whenever the price of any commodity ð whether it is used as money or not ð is fixed arbitrarily such that it 

becomes undervalued when compared to the market exchange rate, this causes the commodity to disappear from the 

formal market . 

¶ The only way to get hold of an undervalued commodity in such cases would be through the black market. Sometimes, 

countries can even witness the outflow of certain goods through their borders when they are forcibly undervalued by 

governments. 

¶ They may even melt commodity money to derive pure gold and silver that they can sell at the market price, which is 

higher than the rate fixed by the government 

What happened in Sri Lanka? 

¶ The law came into play most recently during the economic crisis in Sri Lanka last year, during which the Sri Lankan 

central bank fixed the exchange rate between the Sri Lankan rupee and the U.S. dollar. 

¶ The Central Bank of Sri Lanka, at a certain point, mandated that the price of the U.S. dollar in terms of the Sri Lankan 

rupee should not rise beyond 200 rupees per dollar. 

¶ In effect, people were banned from paying more than 200 Sri Lankan rupees for a dollar, thus causing the rupee to 

be overvalued and the U.S. dollar to be undervalued when compared to the market exchange rate. 

¶ This caused the supply of dollars in the market to fall and the U.S. dollar to be gradually driven out of the formal 

foreign exchange market. 

¶ People who wanted U.S. dollars to purchase foreign goods then had to purchase dollars from the black market by 

paying far more than 200 Sri Lankan rupees for each U.S. dollar 

Conditions for the Grisham's law to work: 

1. Greshamôs law, however, holds true only when the exchange rate between currencies is fixed under law by the 

government and 

2. the law is implemented effectively by authorities. 

Why implementation of the rate is necessary? 

¶ In the absence of any government decree fixing the exchange rate between currencies, it is good money that eventually 

drives bad money out of the market and not the other way round. 

¶ When the exchange rate between currencies is not fixed and people have the choice to freely choose between 

currencies, people gradually stop using currencies that they consider to be of poor quality and adopt currencies that are 

found to be of better quality. 

¶ This phenomenon wherein ñgood money drives out badò is called Thiersô law (named after French politician Adolphe 

Thiers) and it is seen as a complement to Greshamôs law. 

¶ The rise of private cryptocurrencies in recent years has been cited by many analysts as an example of good money issued 

by private money producers driving out bad money issued by governments 

GDP growth outlook and consumer sentiments down while Inflation up 

Subject: Economy 

Section: Inflation 

Context: Centre for Monitoring Indian Economyôs (CMIE) Economic Outlook, reports dip in consumer sentiments, along with 

elevated inflation and low growth outlook. 

CMIE Consumer sentiments Index 

¶ This Consumer Pyramids survey are measured on the lines of the work done in this regard by the Survey Research 

Center at the University of Michigan. This effort, called the Survey of Consumers, began in 1946 and has produced 

several measures that are well established lead indicators in the US. 

¶ Five questions are asked to measure consumer sentiments. 
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o  The first two questions pertain to consumers perceptions regarding their current well-being and 

expectations of their future well-being. 

o The next two questions take into account perceptions that consumers have regarding current and 

prospective economic conditions of the country as a whole. 

o The last question is with respect to the household's propensity to spend on consumer durables around the 

time of the interview. 

¶ Growth outlook: 

o  Indiaôs GDP growth outlook Indiaôs potential GDP growth rate has steadily come down from around 8% just 

before the Global Financial Crisis of 2008-09 to just 6% before the Covid pandemic. 

o The bump in Indiaôs GDP growth rates immediately after the pandemic hit year of 2020-21 is, to a great extent, 

illusory because these high rates are coming because of a lower base. 

How far did the governmentôs recent cut in LPG prices help the family budgets? 

¶ According to CMIEôs Consumer Pyramids Household Survey, in 2022-23, on average Indian families spent Rs 8,500 

on cooking fuel. To be sure, the Rs 8,500 assumes the annual use of 6 LPG cylinders on an average. 

¶ So as a proportion of the expenditure on cooking fuel, the cut is expected to bring a relief of 14% , according to 

CMIE, expenditure on cooking fuels accounts for only 4.8 per cent of total households consumption expenses. 

¶ As such, the net impact of the LPG price cut on average family budgets was less than 1% (0.7% to be precise, 14% x 

0.04) 

 

Potential GDP: 

¶ The potential GDP growth rate of an economy is the rate at which its GDP can grow without causing high inflation. 

¶ Potential GDP is a theoretical construct, an estimate of the value of the output that the economy would have produced 

if labor and capital had been employed at their maximum sustainable ratesðthat is, rates that are consistent with 

steady growth and stable inflation. 

Understanding base effect 

¶  When something initially at value of 100 falls by 25%, and becomes 75. 

¶ A subsequent 25% increase only comes up to 93.75 ð thatôs more than 6% below the original number. 

Analysing Indiaôs FDI flows 

Subject :Economy 

Section: External Sector 

Key Points: 

¶ A relook at India's FDI policy is necessary given the skewed composition, regional disparity and outdated regulatory 

framework . 

¶ In FY23, India received $46.03 billion in FDI equity inflows, a decrease from the $58.77 billion recorded in FY22 

Benefits: 

¶ FDI remains vital for strengthening domestic industry, stimulating growth , and enhancing global competitiveness. 

Consolidated FDI Policy 2020 Highlights  

¶  Investments under the óautomatic routeô require no prior permission, resulting in minimal monitoring. Sectors like 

agriculture, manufacturing, airports, e-commerce, pharmaceuticals, railway infrastructure, among others, allow 100 

per cent FDI. 

¶ Investments under the ógovernment routeô in sectors like defense (beyond 49 percent), mining (100 per cent), print 

media (26 percent), and telecom (beyond 49 percent) necessitate government approval. 

¶ Security clearances apply only to specific areas such as broadcasting, defense, private security, civil aviation, and 

mining, with the Ministry of Home Affairs (MHA)  and Ministry of External Affairs (MEA)  overseeing scrutiny 

and security clearance. Additionally, investments from Pakistan and Bangladesh also require security clearance. 

¶ The primary amendment in the consolidated FDI Policy 2020 aimed to prevent ñopportunistic takeovers of 

weakened domestic companies by foreign firmsò during the Covid-19 pandemic. 

¶  It explicitly stated that countries sharing land borders with India could no longer invest under the automatic route and 

must seek approval for proposed investments. This rule applied to China, Bangladesh, Pakistan, Bhutan, Nepal, 

Myanmar, and Afghanistan 

¶ Additionally, it required government approval when the beneficial owner investing in India belonged to any of these 

seven countries. 
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Note: 

1. A clear definition of a óbeneficial ownerô is missing in the FDI Policy and causes ambiguity to both domestic firms 

as well as foreign investors. The Companyôs Act is the only source of credible reference of definition, so far. 

2. The Foreign Investment Promotion Board (FIPB), which once processed approval route investments, was replaced by 

the Foreign Investment Facilitation Portal (FIFP) in 2017 for faster processing. Applications received are then 

directed to relevant ministries. 

Russian sellers said to stop fertilizer  discounts to India 

Subject :Economy 

Section: External Sector 

Context:Russian companies have ceased offering fertilizers such as di-ammonium phosphate (DAP) to India  at discounted 

prices due to tightening global supplies after becoming the biggest suppliers to the country last year. 

Details: 

¶ India's fertilizer imports from Russia surged 246% to a record 4.35 million metric tons in the 2022/23 as suppliers give 

discounts (10%) to the global market price for DAP, urea and NPK fertilizers . 

¶ Discounts provided by Russia led to decline in import of fertilizers from other countries like China, Egypt, Jordan, and 

the United Arab Emirates. 

¶ Current urea price: approximately $300 per ton on a CFR basis. 

¶ Russia is the world's biggest exporter of fertilizer, followed by Canada, China, Belarus, and the United States. 

¶ Brazil  is the top importer of fertilizers. 

¶ India  imports most of its Fertilizer from China, United Arab Emirates and Spain and is the 3rd largest importer of 

Fertilizer in the World. 

Impact of the decision:Increased import cost and Increased subsidy burden. 

Di-Ammonium Phosphate (DAP): 

¶ Urea and DAP are two largely consumed fertilizers in the country. 

¶ Diammonium phosphate (DAP) is the worldôs most widely used phosphorus fertilizer. 

¶ DAP fertilizer is an excellent source of Phosphorus and nitrogen (N) for plant nutrition. 

¶ Itôs highly soluble and thus dissolves quickly in soil to release plant-available phosphate and ammonium. 

¶ A notable property of DAP is the alkaline pH that develops around the dissolving granule. 

¶ Being a basic nutrient for Rabi crops, the DAP fertiliser  has to be sprinkled at the time of sowing crops like mustard 

and wheat. 

¶ Any delay in its supply could adversely impact the sowing of crops. 

For further details of fertilizers: https://optimizeias.com/imbalance-in-fertilizer-use/ 

ETFs, units of scheme to get tax exemption at IFSC 

Subject: Economy 

Section: Capital market 

In News: Government expands the list of securities that will be eligible for tax exemption on a recognised stock exchange in an 

International Financial Services Centre (IFSC). 

Key Points: 

¶ In general, any capital gain on transfer/sale of securities or other assets attracts capital gains tax as per the Income tax act, 

unless otherwise exempted. 

¶ Under Income Tax Act, any sale of bonds or depository receipt, rupee denominated bonds of an Indian company and 

derivatives by a non-resident on IFSC exchanges is tax exempt if the sale is paid in foreign currency. 

Changes: 

¶ Now units of a exchange traded fund (ETF) scheme, investment trust and that of an exchange traded fund are now 

eligible for exemption as well. 

¶ The new fund regime provides for funds to be set up as investment trust. The change brings units issued by such trusts 

under capital gains exemption. 

¶ Similarly, ETFs listed and traded on the stock exchanges in GIFT City would now qualify for capital gains tax 

exemption. 

Capital gains 

Capital gain is the profit one earns on the sale of an asset like stocks, bonds or real estate. It results in capital gain when the 

selling price of an asset exceeds its purchase price. It is the difference between the selling price (higher) and cost price 
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(lower) of the asset. 

Exchange-traded fund (ETF) 

¶ ETFs are a sort of investment fund that combines the best features of two popular assets: They combine the 

diversification benefits of mutual funds with the simplicity with which equities may be exchanged. 

¶ An exchange-traded fund (ETF) is a collection of investments such as equities or bonds. 

¶ ETFs will let you invest in a large number of securities at once, and they often have cheaper fees than other types of 

funds. ETFs are also more easily traded. 

15 NBFCs in RBIôs óupper layer scaleô; will face stiffer regulations 

Subject :Economy 

Section: Monetary Policy  

Key Points: 

¶ RBI has zeroed in on 15 non-banking finance companies (NBFCs), including LIC Housing Finance, Bajaj Finance, 

Shriram Finance, Tata Sons, and Cholamandalam Investment and Finance Company, placing them in the Upper Layer 

(NBFC-UL) under Scale Based Regulations (SBR) for non-bank lenders. 

¶ These NBFCs, which belong to various categories deposit-taking housing finance companies (HFC), non-deposit-taking 

HFC, deposit-taking NBFC-ICC (Investment and Credit Company), Non-deposit-taking NBFC-ICC, and core investment 

companies ð will be subject to enhanced regulatory requirements, at least for a period of five years from their 

classification in the layer. 

Why did RBI take this measure? 

¶ With many entities growing and becoming systemically significant, there was a need to align the regulatory 

framework for NBFCs, keeping in view their changing risk profiles. Hence, SBR has been brought in. 

Scale Based Regulations (SBR) 

¶ It encompasses different facets of regulation of NBFCs covering capital requirements, governance standards, prudential 

regulation, etc. 

¶ Under the SBR, the upper layer will be populated with NBFCs, identified via a parametric scoring methodology 

comprising quantitative and qualitative parameters and supervisory judgement. 

¶ The parametric scoring methodology takes into account parameters such as size and leverage, interconnectedness, 

complexity, nature and type of liabilities, group structure, and segment penetration. 

¶ The regulatory structure for NBFCs comprises four layers based on their size, activity, and perceived riskiness. 

¶ The four layers are:NBFC-Base Layer (NBFC-BL), NBFC-Middle, NBFC-Upper Layer (NBFC-UL), NBFC-Top 

Layer. 

¶ The Top Layer is ideally expected to be empty and will be known as the NBFC-Top Layer (NBFC-TL). 

At 0.52%, WPI for August stays negative for 5th month in a row 

Subject :Economy 

Section: Inflation 

Key Points: 

¶ Indiaôs wholesale prices remained in deflationary mode for the fifth month in a row in August. 

¶  But the decline in prices eased to -0.52%from -1.36% in July, even as inflation in food and primary articles moderated 

to about 6% from over 7.5% in the previous month. 

Wholesale Price Index (WPI) 

¶ WPI captures the average movement of wholesale prices of goods and is primarily used as a GDP deflator. 

¶ WPI(2011-12) reckons only basic prices and does not include taxes, rebate/trade discounts, transport and other charges. 

¶ Wholesale Price Index (WPI) is based on the prevailing wholesale market price. 

¶ It is composed of three components 

o Manufactured products = 65% approx (64.2% now) 

o Primary articles = 20% approx (22.6% now) 

o Fuel and power = 15% approx (13.1% now) 

¶ The WPI basket includes 676 (Changed to 697 now) commodities in total- all of these are only goods and whose prices 

are captured at the wholesale/producer level. 

¶ It is measured by the Ministry of commerce and industry with base year as 2004-05 (Changed to 2011-12 now). 

Unhappy with broker partners (APs), SEBI may tighten regulations 
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Subject :Economy 

Section: Capital Market 

Context: SEBI may tighten norms for broker partners/APs to curb unauthorized trades, misselling. 

Key Points: 

¶ The Securities and Exchange Board of India (SEBI) has raised concerns on the proliferation of Authorized persons 

(AP) and has asked brokers to keep a closer tab on their activities. 

¶ Several large brokers now have thousands of APs, which can make compliance and oversight on these entities difficult. 

¶ Stockbrokers have to conduct periodic inspection of branches assigned to APs, according to current SEBI norms, along 

with an annual audit. 

What is an AP? 

¶ Any individual, partnership firm, LLP or body corporate appointed by a broker who provides access to trading 

platform of an exchange 

¶ The broker and AP have to enter into a written agreement covering scope of activities, responsibilities, confidentiality 

of information, commission sharing and termination clause. 

¶ The broker is responsible for all acts of omission and commission of the AP 

¶ All receipts and payments of securities and funds to be in the name or account of the broker. 

¶ All acts of omission and commission of the AP are deemed to be those of the stockbroker. The AP is not supposed to 

receive or pay any money or securities in its own name or account. 

Criteria for AP  

¶ Current norms allow anyone over 18 years with tenth standard or equivalent certification to become an AP. 

¶ Some brokers have already put in measures to dissuade entities from becoming an AP. 

¶ These appoint referral partners or business associates for a time period, track their performance and only then allow 

them to become APs. Some ask for deposit money, over and above the registration fees. 

What is SEBI planning to do? 

¶ The regulator may bring out tighter norms for these entities given the increasing complaints about APs offering assured 

returns, taking payment in cash, carrying out unauthorized trades, non-payment to brokers and absconding with client 

money, said two people familiar with the matter. 

¶ Any changes may jack up compliance costs for APs and brokers. 

Why is the huge number of APs a matter of concern? 

¶ There have been instances of APs promising high returns, trading on clientsô behalf or using their money for own 

trades, indulging in dabba trading, accepting cash and shutting shop after making losses. 

¶ In some cases, APs have not passed on the client payment to the broker, resulting in disputes between the broker and the 

client. 

¶ APs have access to a very powerful thing called an equity terminal. A lot of money can be made or lost at the press of a 

button. Thereôs a bit of concern as to whether the APs are professionally qualified to do the business. 

Govt. notifies 31 Benches of GST Appellate Tribunal (GSTAT) 

Subject: Economy 

Section: Fiscal Policy  

Key Points: 

¶ The Finance Ministry notifies the constitution of 31 Appellate Tribunals across 28 States and eight Union Territories 

for the Goods and Services Tax (GST). 

¶ This will help resolve a growing number of taxpayer disputes with the Revenue Department. 

¶ Establishment of these tribunals was envisaged at the time of the implementation of the GST regime from July 1, 2017 

but got a final clearance from the GST Council in July 2023. 

¶ It was a much-awaited move for industry players, who had been approaching the High Courts and Supreme Court during 

the past six years. 

¶ To start with, Uttar Pradesh will have the highest number of benches of the GST tribunals, with three benches 

proposed to be set up across Lucknow, Varanasi, Ghaziabad, Agra, and Prayagraj. 

¶ Karnataka and Rajasthan will have two benches each, while Maharashtra and Goa together will have three benches to 

take up appeals. 

Why the move is significant? 
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¶ Constitution of GST Appellate Tribunals (GSTATs) will expedite the process of adjudication and provide tax certainty 

especially in recurring litigative issues. 

¶ Ensuring speedier and economic resolution of cases by dedicated and specialized GSTATs will help in bolstering 

business sentiments and ease of doing business in the country. 

¶ Where the taxpayers feel that there has been a burden of high rate of pre-deposit, the decisions by the tribunal will give 

some relief. 

Wrong to assess economic activity on GDP alone: FinMin 

Subject: Economy 

Section: National Income  

In News: Finance ministry defends economic performance of India with quarterly growth at 7.8%, emphasizing some limitations 

of GDP calculation.According to Finance Ministry it is wrong to look at the underlying economic activity based on GDP 

indicators alone look at several other growth indicators to see if other data match their conclusions. 

 The main points raised were: 

¶ Indian GDP data is not seasonally adjusted and they are also revised multiple times before they are finalised three years 

after the close of the relevant financial year 

¶ Indiaôs GDP deflator is dominated by the Wholesale Price Index (WPI) which peaked in the first quarter of 2022-23 

due to the oil and food price increases in the wake of the war in Ukraine and supply-side disruptions. 

¶ MoSPI calculates quarterly Gross value added (GVA) in real terms first, and then, using the deflator, nominal values 

are obtained. 

¶ Because of this nominal growth rates have slowed, with WPI contracting in recent months. 

¶ Purchasing Managersô Indices indicate that the manufacturing and services sectors are growing. Bank credit growth is in 

double digits. 

¶ Consumption is improving, and the government has vigorously ramped up capital expenditure. 

¶ India's growth numbers might understate the reality because manufacturing growth indicated by the Index of Industrial 

Production (IIP) is far lower than what manufacturing companies are reportingò. 

¶ Prices began to come down from August 2022 onwards. Hence, WPI is now contracting year on year. It will soon pass 

once the statistical base effect disappears. 

¶ GDP is calculated as per the Income or Production Approach. As per the expenditure approach, it would have been 

lower. So, a balancing figure ï statistical discrepancy is added to the expenditure approach estimate. 

¶ These discrepancies are both positive and negative. Over time, they wash out in FY23 and FY22, the óstatistical 

discrepancyô was negative. In other words, growth as per the Income Approach was lower. 

Statistical discrepancy 

¶ Statistical discrepancy refers to the difference between twotheoreticallyequalaggregates arising as a result of basic 

statistics and estimation techniques. 

¶ National accounting of macroeconomic aggregates, such as gross domestic product can often be calculated in two or 

more ways, notably income and expenditureapproach. 

¶  In principle, all the measures of an aggregate are equal. In practice, differences invariably arise due to imperfections 

in basic statistics and estimation techniques. This difference is called a statistical discrepancy and serves as the 

balancing item between two theoretically equal aggregates 

Seasonal Adjustment 

¶ Economic variables are influenced by systematic and recurrent  within-a-year patterns due to weather and social 

factors, commonly referred to as the seasonal pattern (or seasonality). 

¶ When seasonal variations dominate  period-to-period changes in the original series (or  seasonally unadjusted series), 

it is difficult to identify  nonseasonal effects, such as long-term movements, cyclical variations, or irregular factors, 

which carry the most important economic signals. 

¶ Seasonal adjustment is a statistical technique that attempts to measure and remove the influences of predictable 

seasonal patterns to reveal how employment and unemployment change from month to month. 

Why Googleôs latest antitrust trial in the US may be most consequential of the internet era 

Subject :Economy 

Section: Msc 

Context: The US Department of Justice and 37 states claim Google illegally stifles competition by paying companies like 

Apple and Mozilla to remain the default search provider on mobile devices and browsers. 

US Government's Case Against Google 

¶ Alleges Google unlawfully stifles competition. 
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¶ Google pays about $10 billion annually to Apple and Mozilla to secure default search provider status. 

¶ Accuses Google of exclusionary practices, denying competitors access to search queries and clicks. 

¶ Google holds a 90% market share in US search engines. 

¶ These agreements drive billions of queries to Google, limiting consumer choices and harming competition. 

Google's Response 

¶ Google denies illegal use of agreements and claims to provide a superior product. 

¶ Argues its "browser agreements" support legitimate competition. 

¶ Highlights evolving search habits, such as shopping on Amazon or finding entertainment on Instagram, reducing 

monopoly concerns. 

Legal Position 

¶ The Sherman Act of 1890 governs competition law in US: 

o Prohibits contracts, combinations, or conspiracies in restraint of trade. 

o Violations can lead to fines and imprisonment. 

¶ Exclusive deals are generally legal but scrutinized if they harm competition. 

¶ The case tests the adaptability of antitrust laws to 21st-century markets. 

What Happens Next 

¶ The trial is expected to last 10 weeks, featuring key testimonies from industry leaders. 

¶ Possible outcomes of the trial include the issuance of an injunction against Google, suggestions for the company's 

breakup, and broader implications for other ongoing antitrust cases. 

Google in India 

¶ CCI (Competition Commission of India) ordered Google to change anti-competitive practices in the Android 

ecosystem. 

¶ Imposes a fine of Rs 1,338 crore ($161.95 million) for abuse of dominance. 

¶ Google appeals to the NCLAT (National Company Law Appellate Tribunal) , which upholds the penalty. 

¶ Google petitions the Indian Supreme Court; the case remains pending. 

NCLAT (National Company Law Appellate Tribunal):  

¶ NCLAT was established under the Companies Act, 2013, to hear appeals against orders of the National Company Law 

Tribunal(s) (NCLT).  

¶ It serves as the Appellate Tribunal for appeals against orders of NCLT(s) related to the Insolvency and Bankruptcy 

Code, 2016 (IBC). 

¶ NCLAT is also the Appellate Tribunal for appeals against orders issued by the Insolvency and Bankruptcy Board of 

India. 

¶ It functions as the Appellate Tribunal for appeals against directions, decisions, or orders of the Competition 

Commission of India (CCI). 

¶ NCLAT additionally handles appeals against orders of the National Financial Reporting Authority.  

CCI (Competition Commission of India): 

¶ CCI enforces competition laws under the Competition Act, 2002, promoting fair competition. 

¶ It covers anti-competitive agreements, abuse of dominance, and Mergers and Acquisitions proposals' anti-

competitive effects, investigating practices harming competition or consumers. 

CCI conducts investigations and can impose fines. 

NABARD to issue social bonds 

Subject: Economy 

Section: Monetary Policy  

In News: Nabard to list Social Bonds under sustainability bond framework. 

Key Points: 

¶ In a first-of-its-kind borrowing instrument, the National Bank for Agriculture and Rural Development (NABARD) 

has said it will be listing the first of its social bonds on September 29 with a size of Rs 3,000 crore. 

¶ This is the first such issue by an AAA-rated entity. It will be followed by sustainability and green bonds. 

¶ The bank recently announced a Sustainability Bond Framework : 

o It seeks to finance and refinance new or existing eligible green and social projects. 

o The key criteria to make a project eligible to get financing from green bonds include 
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Á contribution to the environment to mitigate climate change effects, 

Á conservation of natural resources and biodiversity, and 

Á prevention and control of pollution. 

¶ Projects that promise energy efficiency, including green buildings, energy storage, and smart grids, would also be eligible 

to get funding through the new breed of bonds that NABARD. is rolling out. 

¶ In the social sphere, ventures that fall into the categories:affordable basic infrastructure;access to essential services 

(health, education, and vocational training);food security, and employment generation. 

NABARD  

¶ It is an apex development and specialized bank established on 12 July 1982 by an act by the parliament of India. 

¶ Its main focus is to uplift rural India by increasing the credit flow for elevation of agriculture & rural non farm sector. 

¶ It was established based on the recommendations of the Committee set up by the Reserve Bank of India (RBI) under the 

chairmanship of Shri B. Shivaraman. 

¶ It replaced the Agricultural Credit Department (ACD)  and Rural Planning and Credit Cell (RPCC) of Reserve 

Bank of India, and Agricultural Refinance and Development Corporation (ARDC). 

¶ It has been accredited with ñmatters concerning policy, planning and operations in the field of credit for agriculture and 

other economic activities in rural areas in Indiaò. 

¶ The Reserve Bank of India (RBI) recently sold its entire stakes in the National Bank for Agriculture & Rural 

Development (NABARD) and National Housing Bank. 

¶ The decision to divest its entire stake was taken based on the recommendations of the second Narasimham 

Committee. The government now holds a 100 per cent stake in both NHB and NABARD. 

Deposit taking NBFCs down to record low of 34 

Subject: Economy 

Section: Monetary Policy  

Key Points: 

¶ The number of deposit-taking NBFCs has fallen to a record low of 34 in FY23, from 69 in pre-pandemic FY20, and 254 

a decade ago, as per data from RBIôs Handbook of Statistics on the Indian Economy for FY23. 

¶ Number of NBFCs collecting deposits decreased consistently due to the changed norm of acceptance of deposits. 

Why the number has fallen? 

¶ RBI  has been cautious in allowing NBFCs to public deposits citing the objective of protection of depositorsô interest. 

¶ The RBI has not allowed any new NBFC to accept public deposits for more than 15 years. 

Which NBFCs can accept public deposits? 

¶ Only NBFCs and HFCs, registered with RBI as deposit-taking entities, can accept public deposits. 

¶ This includes only those entities that have an investment grade rating. 

Why is the matter getting focus now? 

¶ The merger of Housing Finance Development Corporation with HDFC Bank, has resulted in a vacuum in the NBFC 

deposit taking space. 

¶ Now there are increasing voices in the industry to allow more NBFCs to accept public deposits. 

¶ NBFCs of the country are said to have sought the RBI to grant more deposit-accepting licences. 

¶ This was in response to the central bankôs concerns regarding NBFCsô high reliance on bank borrowings and the need 

to diversify their fundraising . 

¶ NBFCsô share in overall bank credit increased to 9.9 per cent from 8.5 per cent a year ago. 

¶ Total public deposits of NBFCs accounted for a small portion of their borrowings, at 85,256 crore as of March 2023. 

How are NBFC deposits different? 

¶ NBFCs lend and invest, therefore their operations are similar to those of banks; nevertheless, there are a few 

differences, as listed below: 

o NBFCs are unable to accept demand deposits. 

o NBFCs are not part of the payment and settlement system, so they are unable to issue checks drawn on 

themselves. 

o Unlike banks, NBFC depositors do not have access to the Deposit Insurance and Credit Guarantee 

Corporation's deposit insurance facility. 

¶ The Reserve Bank of India does not assume any responsibility or guarantee for the company's current financial 

soundness, or for the accuracy of any of the company's statements, representations, or opinions, or for the return of 



 

31 
 

deposits/discharge of liabilities. 

¶ NBFCs cannot accept deposits for a period less than 12-months and more than 60 months and the maximum interest 

rate that an NBFC can pay to a depositor should not exceed 12.5%. 

FM stresses urgent need for reliable crop yield estimates 

Subject: Economy 

Section: National Income 

Key Points: 

¶ Finance Minister made a strong pitch for generating real-time assessments of likely yields for all essential crops, 

starting with pulses and oilseeds that India often needs to import. 

¶ This was noted in the context of a new automated real-time yield estimation system called Yes-Tech put in place from 

this kharif season for the wheat and rice crop. 

¶ The system, created with assistance from ISRO and ICAR, must be ramped up to cover other crops as soon as possible, 

particularly pulses and oils. 

Why is estimating yield important? 

¶ Farmers experience fluctuation in the remuneration of their crop as based on final output, import or export may be 

allowed or restricted. 

¶ It will give a better price signal to farmers before sowing season. So the farmers can diversify their crops accordingly. 

India being a diverse country the cropping pattern varies across States. The Ministry of Agriculture has a detailed exercise to 

arrive at the crop production estimates. The Ministry of Agriculture comes out with five estimates of crop production. 

The First Advance Estimate of area and production of kharif crops is announced in September when the South-west monsoon 

season comes to a close and sowing would have begun in most States.  

The Second Advance Estimate is announced in January by which time the estimates of the kharif crops would under go revision 

and the area and production figures announced for kharif crops is called the second assessment.  

The Third Advance Estimates is announced in March last /April first week. At this time the National Conference on Agriculture 

for Kharif campaign is convened and the second estimate of kharif crops and the first estimate of rabi crops are further firmed 

up/validated with information available with State Agricultural Statistical Authorities (SASAs), remote sensing data available 

with Space Application Centre, Ahmedabad as well as the proceedings of the Crop Weather Watch Group meetings held every 

week in the Ministry. 

The Fourth Advance Estimates are announced in June/July when the National Workshop on Improvement of Agricultural 

Statistics is held. By this time the rabi crop harvest is also over and SASAs are in a position to supply the estimates of both kharif 

and rabi seasons as well as the likely assessment of summer crops which are duly validated with information available from other 

sources. 

The Final Estimate for the preceding crop year is announced in December/January. The main reason for almost four advance 

estimates before arriving at the final estimate is due to the large variations in crop seasons across the country and the resulting 

delay in the compilation of yield estimates based on crop cutting experiments. Agriculture is a State subject and the Central 

Government depends on the State Governments for accuracy of these estimates. For this purpose State Governments have set up 

High Level Coordination Committees (HLCC) comprising, inter-alia, senior officers from the Department of Agriculture, 

Economics & Statistics, Land Records and NSSO (FOD), IASRI, DES from Central Government for sorting out problems in 

preparation of these estimates in a timely and orderly manner. 

In October 2015. Government launched KISAN Project[C(K)rop Insurance using Space technology AndgeoiNformatics] 

which envisages use of Space Technology and geoinformatics (GIS, GPS and Smartphone) technology along with high resolution 

data from Unmanned Ariel Vehicle (UAV)/Drone based imaging for improvement in yield estimation and better planning of Crop 

Cutting Experiments (CCEs), needed for crop insurance programme. The Pilot Study is proposed to be launched in one District 

each of Haryana, Karnataka, Madhya Pradesh and Maharashtra during Kharif season of 2015 and two Districts each of these 

States during Rabi season of 2015-16, which if successful, will be extended to the other parts of the country. The KISAN project 

is implemented by Mahalanobis National Crop Forecast Centre (MNCFC), an attached Office of Department of Agriculture, 

Cooperation, in collaboration with ISRO Centres (Space Applications Centre, Ahmedabad & National Remote Sensing Centre, 

Hyderabad), India Meteorological Department, CCAFS, State Agriculture Departments and State Remote Sensing Centres. 

Government also launched an Android App. Designed by ISRO (National Remote Sensing Centre, Hyderabad). This App will 

help real time data collection about hailstorm occurrences along with photographs and geographical coordinates (longitude and 

latitude) to help Government to get real time data about the Hailstorms which will be collected through the Agriculture 

Department officials of different States. This will support in deciding the crop loss more objectively and in a very fast manner 

Directorate of Economics and Statistics (DES), an attached office of the Department of Agriculture, Cooperation and Farmers 

Welfare (DAC&FW), is headed by Senior Economic & Statistical Adviser. DES collects, disseminates and publishes statistics on 

diverse facets of agriculture and related sectors required for policy formulation by the Government. The main objective of the 

Directorate is to provide important statistics on area, production, land use, cost and yield of principal crops, minimum support 

prices, to implement schemes related to improvement of agricultural statistics, and carrying out agro-economic research as well as 
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generation and dissemination of agricultural statistics and research and analysis. The Directorate provides inputs to DAC&FW, 

CACP and also places a large volume of data and information in the public domain for use of all researchers and stakeholders. 

Is Bima Sugam a óUPI momentô for insurance sector 

Subject: Economy 

Section: Monetary Policy 

Key Points: 

¶ IRDAI claims that the proposed Bima Sugam is a ñgame changerò and a ñUPI momentò for the insurance segment, 

with ambitions of becoming the largest online market for insurance products and services which has not been practiced 

anywhere in the world. 

¶ Initially it will prov ide details about insurance schemes acting as an insurance repository initially. This will be 

followed by a listing of policies. 

¶ The platform is likely to be implemented by June 2024. 

¶ Identifying the right policy, buying it, settling the claims and renewals will be streamlined in an online process. The 

process will be mostly on the lines of demat accounts and online trading in the case of stock markets. 

What will the platform óBima Sugamô offer? 

¶ The proposed platform is expected to help customers identify the right scheme from hundreds of products and services, 

with reduced paperwork. 

¶ Itôs an online platform where customers can choose a suitable scheme from multiple options given by various companies. 

¶ All insurance requirements, including those for life, health, and general insurance (including motor and travel) will 

be met by Bima Sugam. 

¶ This platform will help in the settlement of claims, whether itôs health coverage or death claims, in a paperless manner 

on the basis of policy numbers. 

How will it benefit customers? 

¶ The proposed platform would act as a single window for the policyholder to manage his/her insurance coverage. 

¶ It will provide end-to-end solutions for customersô insurance needs i.e., purchase, service, and settlement in a seamless 

manner. 

¶ Commissions on policies are expected to come down, benefiting the customers. The cost of buying policies will come 

down. 

¶ The paperwork involved in buying a policy will also come down. 

¶ Settlement of claims and renewal of policies will also become faster. 

How will it benefit insurance providers? 

¶ It will facilitate insurance companies to access the validated and authentic data from various touch points on a real-time 

basis. 

¶ The platform will interface for the intermediaries and agents to sell policies and provide services to policyholders, 

among others, and reduce paperwork. 

¶ Will help in the penetration of insurance products in uncovered markets. 

Who will own the platform? 

¶ The overall budget for Bima Sugam has been hiked to Rs 200 crore from around Rs 85 crore. I 

¶ RDAI has appointed a committee for the creation of the platform and now plans to go for requests for proposals (RFPs) 

soon to appoint a service provider for the platform. The service providers will be the technological partners for creating 

and running a platform to provide all the services in one place. 

¶ Life insurance and general insurance companies will each own a 47.5 per cent stake, while brokers and agent 

bodies will own 2.5 per cent each. 

Integration with India Stack  

¶ The protocol of the Sugam platform will be connected with India Stack, which is a set of APIs (application 

programming interface) that allows governments, businesses, startups, etc. to utilise the unique digital 

infrastructure to enable seamless delivery of services. 

¶ It is envisioned that this e-Market place would enable and empower all insurance stakeholders across insurance value 

chain. 

US economy heading towards a óhard landingô 

Subject :Economy 

Section: Monetary Policy 

In News: US economy likely to experience a hard landing in view of inflation and unemployment numbers. 
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Key Points: 

¶ The recent inflation and employment data point to two things: 

o First, inflation  continues to remain elevated vis-à-vis the US central bankôs goal of keeping the annual PCE 

price index increase to 2%. 

o Second, falling unemployment, is putting upward pressure on wages and, in turn, driving up inflation. 

Why is a hard landing likely? 

¶ Given the inflation scenario, the Federal Reserve has no choice but to raise interest rates further. As credit becomes 

more expensive, businesses and consumers will hire and spend less. 

¶ Economic activity slowing would then reduce overall demand, help cool overheated labour markets, and eventually bring 

inflation under control. 

¶ Fed has already substantially hiked its funds rate from a target range of 0-0.25% till March 16, 2022 to 4.5-4.75% in the 

last Federal Open Market Committee meeting on January. 

¶ Hiking further would risk what economists term a ñhard landingò. When inflation is persistent at 5% and the target is 2%, 

interest rates will have to be increased high and fast enough, and kept at those levels until economic activity moderates 

sufficiently. 

¶ It is the opposite of subdued growth or a mild recession (ñsoft landingò), which follows the Fed having to raise rates only 

slowly and in small amounts to reduce inflation from, say, 3% and cool an economy not that overheated. 

Difference between hard and soft landing 

¶ A hard landing in economics signifies a rapid and severe economic downturn, often triggered by factors like financial 

crises, bursting asset bubbles, or abrupt policy changes. 

¶ This scenario results in a sharp decline in economic growth, possibly leading to a recession. 

¶ Hard landings typically have significant adverse effects, including rising unemployment, business investment declines, 

and financial stress for individuals and companies. 

¶ Recovery from a hard landing can be challenging and prolonged, necessitating aggressive policy responses like 

interest rate cuts and fiscal stimulus. 

In contrast, a soft landing is an economic scenario characterized by a gradual and controlled slowdown in economic growth: 

¶ This transition aims to move from a period of rapid expansion to a more sustainable and stable growth rate. 

¶ Policymakers proactively implement measures to moderate economic growth and prevent overheating, often involving 

less disruptive policy actions. 

¶ Soft landings are preferred as they seek to maintain economic stability, avoiding severe disruptions, and are typically 

associated with a more balanced and sustainable economic environment. 

Infra needs green ratings 

Subject :Economy 

Section: National Income  

In Brief : Infrastructure while growth promoting has negative effects for environmental and social (E&S) outcomes. 

Key Points: 

¶ The National Infrastructure Pipeline (NIP) outlines an investment of 111-lakh crore by 2025. 

¶ These investments carry significant economic potential, with a rupee spent on infrastructure  yielding a potent 

multiplier effect of 2.45 in the following year, and 3.14 in subsequent ones. 

¶ The government is also equally committed to Indiaôs environmental and social (E&S) goals. 

What is the trade-off? 

¶ An inherent flipside of infrastructure development is its significant negative E&S impact, creating conflict with Indiaôs 

Nationally Determined Contribution (NDC) and SDG goals. 

¶ For instance, cement and steel are amongst the largest emitting sectors and could increase their carbon emissions six-

fold by 2050. Large-scale infrastructure development will likely exacerbate Indiaôs climate risks and socio-economic 

vulnerabilities. 

Green rated projects: 

¶ Economic growth can still be achieved without compromising on E&S goals by adopting a sustainable infrastructure 

development model. 

¶ Institutions such as the International Finance Corporation (IFC) and Asian Development Bank (ADB) have their 

own infrastructure project assessment frameworks for determining their E&S risks. 

¶ These, however, are adopted only by projects they fund and not by others. The current project development approach 

globally is compliance-led without considering the larger E&S goals. 
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¶ India presently does not have sustainable infrastructure guidelines. 

¶ NaBFIDcan be made the implementing agency for a similar framework. 

National Bank for Financing Infrastructure and Development (NaBFID) 

¶ The principal idea behind the setup of NaBFID is to provide a dedicated and specialized institution focused on 

addressing the long-term financing needs of the infrastructure sector in India. 

¶ NaBFID was set up in 2021 by an Act of the Parliament to address the gaps in long-term non-recourse finance for 

infrastructure development, strengthening the development of bonds and derivatives markets in India, and sustainably 

boosting the countryôs economy. 

¶ The entire shareholding of the institution is held by the Central Government, which has invested equity of 20,000 crore 

and provided a grant of 5,000 crore. 

¶ NaBFID shall be regulated and supervised by RBI as an All India Financial Institution (AIFI). 

¶ NaBFID has received AAA credit rating from credit rating agencies. 

¶ Recently in June , 2023 it raised 10,000 crore via maiden issuance of listed bonds of 10-year duration at a coupon rate 

of 7.43 per cent. 

RBI introduces Basel-III capital framework for All  India Financial Institutions  

Subject: Economy 

Section: Monetary Policy  

Context: The RBI has introduced norms on the Basel III capital framework , fund raising, exposure guidelines, and norms on 

classification and valuation of investment portfolios for All  India Financial Institutions (AIFIs),  which will come into effect 

from April 2024. 

What are All India Financial Institutions (AIFIs)?  

India has five AIFIs regulated by the central bank, namely the Export -Import Bank of India (EXIM Bank), the National Bank  

for Agriculture and Rural Development (Nabard), the National Bank for Financing Infrastructure and Development 

(NaBFID), the National Housing Bank (NHB), and the Small Industries Development Bank of India (SIDBI). 

Why there is need for Basel-III capital f ramework? 

As the Indian economy grows, AIFIs are increasingly being seen as key institutions to promote the flow of direct or indirect credit 

to the economic sectors they cater to. It has been decided, therefore, to extend the Basel III Capital framework to the AIFIs 

Capital adequacy 

¶ AIFIs will be required to maintain a minimum total capital of 9 per cent by April 2024, wherein minimum tier-I 

capital will need to be at 7 per cent and common equity tier-I (CET-1) capital at 5.5 per cent. For NHB, the 

implementation date will be July 2024, given that its accounting year is JulyïJune. 

¶ All financial subsidiaries, except those engaged in insurance and non-financial activities (both regulated and 

unregulated), will need to be fully consolidated for the purpose of capital adequacy, the RBI said, adding that this will 

ensure an assessment of capital adequacy at the group level, taking into account the risk profile of assets and liabilities of 

the subsidiaries. 

¶ The central bank has capped AIFIsô investments in capital instruments of banking, financial, and insurance entities at 10 

per cent of their capital funds. AIFIs will not be allowed to acquire a fresh stake in a bankôs or AIFIôs equity shares if the 

acquisition leads to its holding exceeding 5 per cent of the investeeôs equity capital. 

¶ Further, AIFIsô equity investment in a single entity cannot exceed 49 per cent of the equity of the investee. While AIFIs 

can hold this entire 49 per cent stake as a pledgee, if the acquisition is against AIFIôs claims, the stake will need to be 

brought below 10 per cent within three years. 

¶ AIFIs need to evaluate their capital adequacy relative to their risks and consider the potential impact on earnings and 

capital from economic downturns, it said, adding that an AIFIôs capital planning process ñshould incorporate rigorous, 

forward-looking stress testingò. 

The Basel Committee on Banking Supervision:  

¶ It was established by the Central Bank governors of the Group of Ten countries in 1974. 

¶ The Basel Committee on Banking Supervision is an organization made up of 45 members, comprising central banks 

and bank supervisors from 28 jurisdictions.  

¶ It is the primary global standard setter for the prudential regulation of banks.  

¶ Additionally, it provides a forum for regular cooperation on banking supervisory matters. 

¶ It doesnôt have any formal authority over banks due to their decisions having no legal force, the members work together 

to achieve the mandate set out by it. 

¶ The Group of Governors and Heads of Supervision (GHOS) overseeing the Basel Committee . This group sets out the 

general agenda and approves the committeeôs charters. 
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Basel Norms: 

¶ The Basel Committee on Banking Supervision (BCBS) issues Basel Norms for international banking regulations. 

¶ The goal of these norms is to strengthen the international banking system by coordinating banking regulations around the 

world. 

¶ The Basel Committee has currently issued three guidelines to achieve its goal: Basel I, II, and III. 

¶ Basel I 

o It was introduced in 1988. 

o It was almost entirely concerned with credit risk. 

o It established the capital and risk-weighting structure for banks. 

o The required minimum capital was set at 8% of risk-weighted assets (RWA). 

Á RWA refers to assets with varying risk profiles. For example, an asset backed by collateral would be 

less risky than a personal loan with no collateral. 

o Capital is divided into two categories: Tier 1 capital and Tier 2 capital. 

Á Tier 1 capital is the bankôs core capital because it is the primary measure of the bankôs financial 

strength. The majority of core capital is made up of disclosed reserves (also known as retained 

earnings) and paid-up capital. It also includes non-cumulative and non-redeemable preferred stock. 

Á Tier 2 capital ï It is used as supplemental funding since it is less reliable than the first tier.It consists 

of undisclosed reserves, preference shares, and subordinate debt. 

o In 1999, India adopted the Basel 1 guidelines. 

¶ Basel II 

o In 2004, Basel II guidelines were published by BCBS. 

o These were the refined and reformed versions of Basel I accord. 

o The guidelines were based on three parameters, which the committee calls it as pillars. 

Á Capital Adequacy Requirements: Banks should maintain a minimum capital adequacy requirement 

of 8% of risk assets 

Á Supervisory Review: According to this, banks were needed to develop and use better risk management 

techniques in monitoring and managing all the three types of risks that a bank faces, viz. credit, market 

and operational risks. 

Á Market Discipline:  This needs increased disclosure requirements. Banks need to mandatorily disclose 

their CAR, risk exposure, etc to the central bank. 

o Basel II norms in India and overseas are yet to be fully implemented though India follows these norms. 

¶ Basel III  

o In 2010, Basel III guidelines were released. 

o These guidelines were introduced in response to the financial crisis of 2008. 

o The guidelines aim to promote a more resilient banking system by focusing on four vital banking parameters 

viz. capital, leverage, funding and liquidity. 

Á Capital: The capital adequacy ratio is to be maintained at 12.9%. The minimum Tier 1 capital ratio 

and the minimum Tier 2 capital ratio have to be maintained at 10.5% and 2% of risk-weighted assets 

respectively. In addition, banks have to maintain a capital conservation buffer of 2.5%. Counter-

cyclical buffer is also to be maintained at 0-2.5%. 

Á Leverage: The leverage rate has to be at least 3 %. The leverage rate is the ratio of a bankôs tier-1 

capital to average total consolidated assets. 

Á Funding and Liquidity:  Basel-III created two liquidity ratios: LCR and NSFR. 

Á The liquidity coverage ratio (LCR) will require banks to hold a buffer of high-quality liquid 

assets sufficient to deal with the cash outflows encountered in an acute short term stress 

scenario as specified by supervisors. The goal is to ensure that banks have enough liquidity for 

a 30-days stress scenario if it were to happen. 

Á The Net Stable Funds Rate (NSFR) requires banks to maintain a stable funding profile in 

relation to their off-balance-sheet assets and activities. NSFR requires banks to fund their 

activities with stable sources of finance (reliable over the one-year horizon). The minimum 

NSFR requirement is 100%. 

SEBI eases norms for large firms tapping debt market 

Subject: Economy 

Section: Capital market  
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In News: SEBI eases norms for large firms tapping debt market 

Key Points: 

¶ SEBI eases norms for large corporates tapping debt market in addition to raising threshold for defining large 

corporates, removes penalty, provides incentives 

¶ A number of relaxations to large corporates (LCs) for meeting their financing needs from the debt market: 

o Earlier SEBI had mandated LCs to meet 25 per cent of their financing needs from the debt market, with an 

aim of deepening the corporate bond market in India. 

o SEBI decided to raise the monetary threshold for defining LCs. This will effectively will reduce the number of 

entities qualifying as LCs. SEBI release did not specify the quantum of the threshold, a consultation paper last 

month had proposed to raise the threshold for the outstanding long-term borrowings to at least 500 crore from 

the current 100 crore for identifying any entity as LCs. 

o The SEBI board has proposed removing the penalty on LCs which are not able to raise a certain percentage of 

incremental borrowing from the debt market. At present, a monetary penalty of 0.2 per cent of the shortfall in 

the borrowed amount at the end of three years is to be levied. 

o Additionally, SEBI will provide incentives and moderated disincentives for corporates to raise money from the 

debt market. 

Why the relaxation? 

¶ SEBI had found that about a third of the identified LCs did not raise the minimum 25 per cent of their incremental 

borrowing through issuance of debt securities in FY21-22. 

¶ Tapping the debt market, is costlier than raising funds from banks and financial institutions. 

Why SEBI brought mandatory bond financing?  

¶ The measure was taken to give depth and liquidity to the bond market. 

¶ The move would also aid investors such as insurers, pension and provident funds which are required to invest a particular 

percentage of their incremental receipts in corporate bonds and could be hurt by lack of supply of issuances. 

RBI directions on wilful defaulter  

Subject: Economy 

Section: Monetary Policy  

In News: Lenders must classify wilful defaulters within 6 months of an a/c turning NPA. 

Key Points: 

¶ RBI has issued a draft paper proposing revisions in the guidelines for handling wilful defaulters: 

o  It has expanded the scope for regulated entities that can classify borrowers as wilful defaulters. 

o Broadened the definition of wilful default, 

o and refined the identification process and mandates a review and finalisation on wilful default aspects within 

six months of an account being classified as a non-performing asset. 

¶ The revised framework comes after the Supreme Court ruling in March 2023: 

o in a case against RBIôs 2016 circular, ruled that a hearing must be allowed to borrowers before the classification 

of an account as fraud and that there must be no unilateral declaration of fraud by banks without a hearing 

Identification of willful defaulter : 

o The RBI has proposed that lenders will need to examine the ówilful defaultô aspect in all accounts with 
outstanding amount of 25 lakh and above and complete the process of classification as a wilful defaulter 

within six months of the account being classified as NPA. 

o There is no such timeline in the existing regulations  per the draft norms, 

o Lenders may identify and classify a person as a ówilful defaulterô after examining of the evidence by an 

Identification Committee, which will then issue a show-cause notice to concerned person for submissions. 

o The Identification Committee will then make a proposal to the review committee and an opportunity will need 

to be provided to the defaulter to present against the proposal within a reasonable time. 

¶ Further, a non-whole-time director, including an independent director/ nominee director, will not be considered as wilful 

defaulter unless it is conclusively established that the wilful default was undertaken with their consent or connivance or 

they were aware of the default. 

Restrictions on willful defaulter: 

o No additional credit facility  shall be granted by any lender to a wilful defaulter or any entity with which a 

wilful defaulter is associated Credit facility 

o The bar on additional credit facility will be effective for up to one year after the name of the wilful defaulter has 

been removed from the List of Wilful Defaulters (LWD ) by the lender, 
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o No credit for floating of new ventures can be given for 5 years. Wilful defaulters will also not be eligible for 

restructuring of credit facility. Further, lenders can initiate legal and criminal proceedings and demand penal 

charges where applicable 

CCI to unveil óleniency plusô draft norms soon 

Subject: Economy 

Section: National Income  

Key Points: 

¶ CCI to soon unveil draft of game changing Leniency Plus norms in relationship to anti-competitive activity of 

cartelization. 

¶ Companies under scrutiny to be offered incentives to spill the secrets of multiple cartels 

¶ This is being seen as an industry friendly move. 

¶ The Competition Commission of India will soon roll out draft regulations on the leniency plus programme 

¶ It will be a new cartel detecting tool  that would encourage companies already under investigation for one cartel to 

report other cartels un known to the competition regulator. 

¶ The leniency plus concept was part of the Competition Amendment Act 2023, which received Presidential assent in 

April 2023. 

¶ Earlier CCI brought out the draft norms for  commitment and settlement and separate norms for comprehensive 

changes in the combinations regulations. 

Existing leniency regime: 

o Under the existing leniency lesser penalty rule framework CCI may impose a lesser penalty on a person 

involved in a cartel if such person has made a full and true disclosure in respect to alleged violations 

o  CCIs experience of enforcing leniency regime has been encouraging 

Leniency Plus: 

o Now the competition watchdog is moving one step ahead with the introduction of leniency plus programme 

o Under leniency plus a cartelist who is cooperating with CCI for leniency can disclose the existence of another 

cartel in an un related market in the course of original leniency proceedings in exchange for an additional 

reduction in penalty. 

o A leniency plus regime is expected to further incentivise applicants to come forward with disclosures regarding 

multiple cartels thereby enabling the CCI to save time and resources on cartels investigation 

o This will result in faster market corrections. 

Households liabilities at 8.2lakh crore in FY23 

Subject: Economy 

Section: National Income  

In News: Household financial savings at 5 decade low as household liability rises. 

Household financial savings  

¶ It is the portion of disposable income that is saved in financial assets after meeting consumption needs. Net household 

financial savings are arrived at after subtracting the liabilities from gross savings. 

¶ Disposable income is the income remaining after paying taxes. 

¶ The country's saving rate is different as it includes macro level aggregate savings and includes savings by both 

government and businesses. 

Key Points: 

¶ Net financial savings of households fell to a nearly five-decade low of 5.1% of GDP in FY23, down from 7.2% in 

FY22. 

¶ In addition, annual financial liabilities  of households rose sharply by 5.8% of GDP compared with 3.8% in FY22. 

¶ Meanwhile, household debt has increased. In terms of the stock of financial liabilities, household debt consequently 

remained sharply elevated at 37.6% of GDP in FY23, as against 36.9% in FY22. 

¶  What explains this trend? 

o This indicates that households have been largely borrowing to fulfil their consumption needs. 

o Adding to these pressures, wages have not risen amid high inflation Falling or stagnant wages coupled with high 

inflation. 

o At a time of high inflation, there has been no significant growth in real wages at the all-India level over the past 

eight years. 

o The cost of healthcare and education is rising, most of which has to be borne privately. 
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o In 2021, Indiaôs medical inflation was at 12% ï the highest among all Asian countries. The cost of treatment 

has doubled in five years. 

o In addition, the rate of education inflation has also been significantly high at 11-12%. 

JPMorgan bond index inclusion 

Subject: Economy 

Section: External sector 

Context: JPMorgan on Friday said it will include India in its widely tracked emerging market debt index, setting the stage for 

billions of dollars of inflows into the world's fifth-largest economy. 

Impact of JPMorgan bond index inclusion 

¶ It can boost foreign fund flows into the debt market 

¶ It will lower Indiaôs cost of funding 

¶ It will enhance the liquidity 

¶ It will broaden ownership base of Gsecs 

¶ It will bolster the rupee 

¶ It will lower the cost of borrowing for government, corporates, and banks 

¶ It can help to finance its fiscal and current account deficit. 

Details 

India will be included in JP Morganôs GBIEM Global index suit e from June 28 next year. Indiaôs weightage is set to increase to a 

maximum of 10 per cent in the GBIEM Global Diversified and 8.7 per cent in the GBIEM Global index. Currently, 23 Indian 

government bonds (IGBs) with a combined notional value of $330 billion are index eligible. GBIEM GD accounts for $213 

billion of the estimated $236 billion benchmarked to the GBIEM family of indices. Only IGBs designated under the Fully 

Accessible Route are index eligible. 

What is Emerging markets bond index (EMBI)? 

¶ The emerging markets bond index (EMBI) tracks the performance of emerging market bonds and was first published 

by investment bank JP Morgan. 

¶ Emerging market bonds are debt instruments issued by developing countries, which tend to carry higher yields than 

government or corporate bonds of developed countries. 

¶ Emerging markets bond indexes are used as benchmarks for bond performance in emerging markets. 

¶ Emerging market debt or bonds are considered sovereign debt. These government bonds are typically issued in foreign 

currencies, either in US dollars, euros, or Japanese yen. 

¶ Because of the increased economic and political risk present in these countries, the credit rating on emerging market 

bonds tend to be lower than that on developed market bonds. Due to the perceived higher risk of investing in these 

assets. Alternately the sovereign bonds have higher yields for investors than that of more stable bonds in developed 

countries. 

¶ The index is weighted on the basis of the market capitalization of government bonds, but it is the sub-index with the 

greatest liquidity requirements, so some markets are excluded. 

¶ When one puts money in an index fund, that cash is then used to invest in all the companies that make up the 

particular index, which gives you a more diverse portfolio than if you were buying individual stocks. 

Are there any other indices? 

There are two other major indices: Bloomberg Global Aggregate Index andFTSE EM index 

What are the reasons for the rise in global debt? 

Subject :Economy 

Section: External Sector 

Context: 

¶ Global debt rose to an all-time high of $307 trillion  in the second quarter, by the end of June 2023, the Institute of 

International Finance (IIF) said in a report. 

Global debt: 

¶ Global debt refers to the borrowings of governments as well as private businesses and individuals. 

o Governments borrow to meet various expenditures that they are unable to meet through tax and other revenues 

and to pay interest on the money that they have already borrowed to fund past expenditures. 

o The private sector borrows predominantly to make investments. 
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¶ Global debt has risen by about $100 trillion  over the last decade. Further, global debt as a share of gross domestic 

product (GDP) has started to increase once again to hit 336% after dropping quite steeply for seven consecutive 

quarters. 

Why is it rising? 

¶ Both global debt in nominal terms and global debt as a share of GDP have been rising steadily over the decades. 

Reason: Due to the rising interest rates (as a result of the increase in oil prices), which was expected to adversely affect 

demand for loans. 

o Most (over 80%) of the rise in global debt in the first half of the year has come from advanced economies such 

as the U.S., the U.K., Japan, and France. 

o Among emerging market economies, China, India and Brazil have seen the most growth in debt. 

¶ Probable consequence of rising global debt: It will increase the costs of debt servicing for developing countries. 

¶ But a rise in debt levels over time is to be expected since the total money supply usually steadily rises each year in 

countries across the globe. 

¶ Even a simple rise in the total amount of savings in an economy can cause a rise in debt levels as these increased savings 

are channeled into investments. 

Inflating away of debt: 

¶ It refers to the phenomenon wherein the central bank of a country either directly or indirectly uses freshly created 

currency to effectively pay off outstanding government debt by, for example, purchasing government bonds in the 

market. 

¶ But the creation of fresh money causes prices to rise, thus imposing an indirect tax on the wider economy to pay the 

governmentôs debt. 

Institute of International Finance (IIF):  

¶ The IIF  is the global association of the financial industry, with about 400 members from more than 60 countries. 

¶ The IIF provides its members with innovative research, unparalleled global advocacy, and access to leading industry 

events that leverage its influential network. 

¶ Its mission is to support the financial industry in the prudent management of risks; to develop sound industry practices; 

and to advocate for regulatory, financial and economic policies that are in the broad interests of its members and foster 

global financial stability and sustainable economic growth. 

¶ IIFmembers include commercial and investment banks, asset managers, insurance companies, professional services 

firms, exchanges, sovereign wealth funds, hedge funds, central banks and development banks. 

Surety Bond Insurance 

Subject :Economy 

Section: Capital Market 

Context: The ambitious plan of the government to launch the Surety Insurance Bonds market ï an alternative to bank guarantees 

in infrastructure projects ð has failed to take off in the last three years due to technical and financial impediments 

What is Surety Bond? 

¶ Surety Bond is a three-party agreement that legally binds together a principal who needs the bond, an obligee who 

requires the bond and a surety company that sells the bond. 

¶ Surety bonds provide financial guarantee that contracts will be completed according to predefined and mutual terms. 

¶ Surety bond is provided by the insurance company on behalf of the contractor to the entity which is awarding the project. 

When a principal breaks a bondôs terms, the harmed party can make a claim on the bond to recover losses. 

¶ It can effectively replace the system of bank guarantee issued by banks for projects and help reduce risks due to cost 

overrun, project delays and poor contract performance 

¶ Surety bonds are mainly aimed at infrastructure development, mainly to reduce indirect cost for suppliers and 

work-contractors thereby diversifying their options and acting as a substitute for bank guarantee. 

¶ Currently, Surety Bond for contractors is not being offered by insurance companies in the market to guarantee 

satisfactory completion of a project by a contractor and provide performance security to various government agencies 

IRDAI guidelines for surety bonds: 

¶ The premium charged for all surety insurance policies under written in a financial year, including all instalments due in 

subsequent years for those policies, should not exceed 10 per cent of the total gross written premium of that year, 

subject to a maximum of Rs 500 crore. 

¶ The limit of guarantee should not exceed 30 per cent of the contract value. Surety Insurance contracts should be issued 

only to specific projects and not clubbed for multiple projects. 

Antidumping probe initiated against 3 Chinese products 
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Subject: Economy 

Section: External Sector 

Context: India has suo motu initiated anti-dumping investigations on as many as three different products from China in the last 

few days as part of its overall effort to guard MSME units against the onslaught of cheap imports from neighbouring countries. 

Details : 

¶ The three products are telescopic channel drawer sliders, fasteners and unframed glass mirrors. 

¶ Three separate notifications have been initiated by the Director General of Trade Remedies (DGTR) for suo motu 

initiation of anti-dumping probe. This follows on the heels of India initiating anti-dumping probe on sulphur black and 

certain vacuum flasks from China. 

¶ Move intended to protect MSME units from Chinese imports onslaught 

¶ Industry observers noted that this is probably the first time India had initiated suo motu anti-dumping investigations on 

three different products at the same time. 

¶ In 2022-23, nearly 72 percent of Indian demand of 1.10 lakh tonnes was accounted for by imports from China. 

¶ In the case of fasteners, Apt Tools and Machinery along with Northern Screw Association filed a representation before 

DGTR seeking anti-dumping duty on nuts, bolts and screws from China. Most of the domestic producers are MSME 

units. 

¶ In 2022-23, Indiaôs merchandise trade deficit with China stood at $83 billion. 

¶ It may be recalled that the anti-dumping directorateôs first ever suo motu investigation was in the year 2000 on dry 

batteries from China. Duties were imposed on dry batteries for a period of five years. 

Concept 

¶ Anti-dumping duties are imposed when it is conclusively proved that a particular item is being exported at a price 

lower than what is prevailing in the domestic market of the exporter and is leading to disruption in the domestic 

market, injuring the local producers 

¶ An anti-dumping duty is a protectionist tariff  that a domestic government imposes on foreign imports that it believes are 

priced below fair market value. 

¶ Dumping is a process where a company exports a product at a price lower than the price it normally charges in its own 

home market. 

¶ The duty is aimed at ensuring fair trading practices and creating a level-playing field for domestic producers vis-a-vis 

foreign producers and exporters. 

¶ The duty is imposed only after a thorough investigation by a quasi-judicial body, such as Directorate General of Trade 

Remedies, in India. 

¶ The imposition of anti-dumping duty is permissible under the World Trade Organization (WTO) regime 

AIFs may be allowed to issue participatory notes from IFSC 

Subject : Economy 

Section: Capital market  

In News: Alternative investment funds (AIF)s may be allowed to issue participatory notes from IFSC. 

Key Points: 

¶ A Working group formed to assess viability of extending the facility of issuing PNs by AIFs. 

¶ The International Financial Services Centres Authority (IFSCA) is mulling allowing alternative investment funds 

(AIFs) to issue offshore derivative instruments (ODIs) or participatory notes from GIFT IFSC. 

¶  P-notes allow overseas investors to take indirect exposure to Indian securities without registering with the countryôs 

market regulator. 

¶ This yearôs Budget recognized ODIs as a valid contractif issued by offshore banking units registered as foreign 

portfolio investors (FPIs) in the Internati onal Financial Services Centre (IFSC). 

¶ At present Sixty-three AIFs are currently registered at IFSC but not all of these are FPIs. 

How it works: 

¶ An AIF  registered in IFSC will take up an FPI licence. It will buy, say, RIL shares listed on National Stock Exchange or 

BSE and issue a contract against that in IFSC to a non-resident or foreign investor. 

¶ Accordingly, the AIF in IFSC will hold the RIL shares and pass on the returns to the investor at an appropriate date. 

How AIF different from FII ? 

¶ Regulations will have to be tweaked to allow AIFs to manage a segregated portfolio. 

¶ FIIs are operated as arms of foreign banks, typically get into one-on-one contracts with investors that want to invest in P-

notes. 
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¶ AIFs, however, cannot get into such contracts. Thatôs because these funds are pooled vehicles, with returns linked to 

units that are assigned a common net asset value. 

¶ Transfer of P-notes or distributions made by an offshore banking unit at an IFSC to a foreign investor is currently exempt 

from tax. A similar provision will have to be made available for AIFs as well. 

Note: Earlier P-notes were issued with cash equities, debt or derivatives as underlying. In 2018, the market regulator banned 

FPIs from issuing P-notes with derivatives as underlying, except for hedging purposes. At its peak, P-note issuances formed 7-8 

per cent of total FPI assets under custody. This has dwindled to about 2 per cent post the ban. 

Understanding the fall in household savings 

Subject: Economy 

Section: National Income 

Context: Recently released data showed that the Household sectorôs savings in financial assets has shown a sharp decline to 5.1 

per cent of GDP in 2022-23. 

Key Points: 

¶  From 2011-12 to 2019-20, the financial savings of the household sector have moved in a narrow range of 7 to 8 per 

cent of Gross National Disposable Income (GNDI). 

How household savings affect the economy? 

¶ That is, the transferable savings ratio of the economy has come down and this will affect the borrowing programme of 

the government and corporate sector. 

¶ There is likely to be budget stress if the household saving rate stays at low levels. 

¶ The way out is to ensure that Gross Financial Assets of household sector go up, if financial liabilities are to rise. 

Explaining the role of Household financial savings 

¶ As a rule, the acceptable level of fiscal deficit of the Centre and the States taken together is taken to be around 6 per 

cent of GDP. 

¶ This is based on the assumption that household savings will be around 7 per cent of GDP and the net inflow of 

resources from abroad will be around 2.5 per cent of GDP. 

¶ This borrowing space of 9.5 per cent of GDP could be shared by the government to the extent of 6 per cent of GDP, and 

by the public sector enterprises to the extent of 1 to 1.5 per cent of GDP, leaving the remaining borrowing space of 2 to 

2.5 per cent for the private corporate sector. 

¶ Thus, if the savings rate of the household sector fell to 5 per cent of GDP permanently, we cannot have the 6 per cent 

rule. The fiscal deficit will have to be lower. This will put the budgets under a stress. 

Note: National Disposable Income is the sum of the disposable incomes of all resident institutional units. Gross National 

Disposable Income measures the income available to the nation for final consumption and gross savings. 

Whatôs the link between GDP growth and employment in India 

Subject : Economy 

Section: Employment 

Key Points: 

¶ It is generally believed that fast GDP growth will automatically bring about employment. But this is not necessarily 

correct, as the growth can be with or without much employment generation. 

¶ For a country like India, with surplus labour, growth is expected to be labour intensive, unlike labour scarce countries 

where growth is capital intensive. But this does not always hold true as can be seen in the case of India. 

How to compare employment generation in relation to growth? 

¶ A good way to measure this relationship is to look at employment elasticity of growth ð it is the extent to which 

employment grows when GDP grows by one unit. 

¶ It is calculated by dividing the employment growth rate by the output growth rate. 

Employment Elasticity: 

¶ Employment elasticity is a measure of the percentage change in employment associated with a 1 percentage point 

change in economic growth.  

¶ The employment elasticity indicates the ability of an economy to generate employment opportunities for its 

population as per cent of its growth (development) process. 

o An employment elasticity of 1 implies that with every 1 percentage point growth in GDP, employment 

increases by 1%. 

Á An employment elasticity of 1 denotes that employment grows at the same rate as economic 

growth. 
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o Elasticity of 0 denotes that employment does not grow at all, regardless of economic growth. 

o Negative employment elasticity denotes that employment shrinks as the economy grows. This is crucial as it is 

commonly believed that economic growth alone will increase employment. 

Á The negative employment elasticity in agriculture indicates movement of people out of agriculture to 

other sectors where wage rates are higher. 

Á However, the negative employment elasticity in the manufacturing sector was a cause of concern 

particularly when the sector has shown positive growth in output. 

¶ Jobless growth means that the high growth in GDP did not accompany a similar growth in employment, resulting in 

a low Employment Elasticity. 

 

Recent trend in employment elasticity: 

¶ As can be seen, employment elasticity has consistently fallen between 1983 and 2017, showing that a 1% increase in 

GDP leads to a less than 1% increase in employment. 

¶ It is noteworthy how employment elasticity went up so sharply in the last few years. Highlighted in circles, we can see 

that non-farm employment growth rate improved during this period. 

¶ It is also true that the employment elasticity calculation was helped by the fact that the non-farm output growth (the 

denominator in this formula) also fell quite sharply. 

¶ In addition the majority of employment generation in this phase has been self-employment. 

¶ In 2020-21 (pandemic year) regular wage employment fell by 2.2 million. But this net change hides an increase in 

formal employment by 3 million and a loss of about 5.2 million of semi and informal regular wage employment. 

 State of Working India (SWI 2023) 

¶ The study has been brought out by the Centre for Sustainable Employment within the Azim Premji University . 

¶ SWI 2023 report has used official employment and unemployment data to arrive at the results. 

¶ SWI and it focuses on a long-run view of Indiaôs structural transformation experience and its implications for three key 

social identities: caste, gender, and religion. 

¶ SWI 2023 analyses data from 1983 to 2023 and uses a whole host of official data sources including Periodic Labour 

Force Surveys (PLFS), the National Family Health Surveys (NFHS), as well as Census 2011 and Economic 

Census 2013 among others. 

New angel tax rules bring clarity to valuing startup investments 

Subject : Economy 

Section: Capital Market  

In News: The amended rules are aimed at bridging the gap between the rules outlined in FEMA and the Income Tax. 

Key Points: 

¶ The Income Tax department has notified rules for valuation of equity and compulsorily convertible preferable shares 

issued by startups to resident and non-resident investors. 

¶ As per the changes in Rule 11UA of I-T rules, which comes into effect from September 25, the Central Board of Direct 

Taxes (CBDT) provides that the valuation of compulsorily convertible preference shares (CCPS) can also be based on 

the fair  market value of unquoted equity shares. 

¶ The change is significant as most of the investments in India by VC funds is through the CCPS route only. 

¶ Extension of 10% safe harbour to CCPS investments as it was earlier meant for equity shares will give necessary margin 

of safety for taking care of foreign exchange fluctuations. 

What are the benefits: 

¶ The amendments to Rule 11UA of the Indian Income Tax Act bring positive changes by offering taxpayers flexibility 

through multiple valuation methods, simplifying the valuation date consideration, incentivising venture capital 
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investments, facilitating investments from notified entities, providing clarity on CCPS and encouraging foreign 

investments. 

Angel Tax 

¶ The CBDT had in May come out with draft rules on valuation of funding in unlisted and unrecognised startups for 

levying income tax, commonly termed as 'Angel Tax' and had invited public comments on it. 

¶ The amended rules are aimed at bridging the gap between the rules outlined in FEMA and the Income Tax. 

¶ So far, only investments by domestic investors or residents in closely held companies or unlisted firms were taxed 

over and above the fair market value. This was commonly referred to as an angel tax. 

¶ The Finance Act, 2023 has said that such investments over and above the FMV will be taxed irrespective of whether 

the investor is a resident or non-resident. 

¶ Post the amendments in the Finance Act, concerns have been raised over the methodology of calculation of fair 

market value under two different laws. This amendment aims to correct that. 

Note: Angel investors are wealthy private investors focused on financing small business ventures in exchange for equity. 

Unlike a venture capital firm that uses an investment fund, angels use their own net worth. 

SEBI may set up panel to clear the ópromoterô tag muddle 

Subject : Economy 

Section: Capital Market  

In News: Securities and Exchange Board of India (SEBI) may set up a committee under Association of Investment Bankers of 

India (AIBI). 

Key Points: 

¶ AIBI an industry body representing investment bankers, will take up the issue of promoter classification of founders and 

investors of companies headed for initial public offerings. 

What is the problem? 

¶ Many issuers have identified themselves as professional managers, not promoters, in draft prospectus for the initial 

public offering (IPO) 

¶ A promoter has to be identified at the time of filing the draft red herring prospectus for an IPO. 

¶ Several issuers in the past had identified themselves as professionally managed companies without an identifiable 

promoter. 

¶ SEBI has been nudging founders with a stake of 10 per cent or more to classify themselves as promoters at the time of 

filing the draft prospectus for public share sales. 

Obligations of promoters: 

¶ The minimum promotersô contribution of 20 per cent has to be locked in for 18 months post-listing. In addition, the 

promoter tag comes with higher regulatory obligations. 

¶ This could especially impact new-age companies where the founderôs holdings could be low because of frequent equity 

dilution to private equity (PE) players 

¶ ICDR Regulations (Issue of Capital and Disclosure Requirements) define a promoter as someone who is in control of the 

company 

¶ Currently, there are no regulations on minimum promoter holding, which is why regulators are grappling with the 

distinction between promoters and founders. 

GIFT  

Subject : Economy 

Section: Capital Market  

In News: MCA, DEA in talks on direct listing rules for startups 

Key Points:  

¶ Corporate Affairs Ministry (MCA) is in talks with the Department of Economic Affairs (DEA) in the Finance Ministry to 

frame rules for enabling the direct listing of Indian companies, including startups, on overseas exchanges at the GIFT 

City in Gujarat. 

¶  GIFT City is the countryôs sole International Financial Services Centre (IFSC). 

¶ Government is currently focused on enabling direct listing of Indian companies in GIFT City before looking at allowing 

them to list directly overseas. 

¶ This would enable startups and companies of like nature to access the global market through GIFT IFSC. 

¶ Currently, Indian companies can access overseas equity markets only through depository receipts or by listing their debt 

securities on foreign markets. 



 

44 
 

¶ The Centre had in 2020 amended the Companies Act allowing the direct listing of Indian companies on foreign 

stock exchanges, but the necessary framework has not been put in place so far. 

Private equities, Venture Capitals cash in on market rally 

Subject :Economy 

Section: Capital Market  

Context: Offers for sale in last five 5 years much higher than fresh issuances. 

Key Points: 

¶ Offers for sale by private equity (P/E) and venture capital (VC) firms have been significantly higher than fresh issuances 

of capital between 2018 and 2023. 

Private equity (PE) 

¶ Private equity (PE) is a form of financing where money, or capital, is invested into a privately held company. 

¶  Typically, PE investments are made into mature businesses in traditional industries in exchange for equity, or 

ownership stake. 

¶ PE is a major subset of a larger, more complex piece of the financial landscape known as the private markets. 

¶ How does private equity work? 

o To invest in a company, private equity investors raise pools of capital from limited partners (LPs) to form a 

fund. 

o  Once theyôve hit their fundraising goal, they close the fund and invest that capital into promising companies. 

o PE investors may invest in a company thatôs stagnant or distressed, but still shows signs for growth potential. 

o When a PE firm sells one of its portfolio companies to another company or investor, the firm usually makes a 

profit and distributes returns to LPs that invested in its fund. 

o  Some PE-backed companies may also go public. 

¶ What is a private equity firm? 

o A private equity firm is a type of investment firm. They invest in businesses with a goal of increasing their 

value over time before eventually selling the company at a profit. 

o Similar to venture capital firms, PE firms use capital raised from limited partners (LPs) to invest in promising 

private companies. 

o Unlike VC firms, PE firms often take a majority stakeð50% ownership or moreðwhen they invest in 

companies. 

o Private equity firms usually have majority ownership of multiple companies at once. A firm's array of 

companies is called its portfolio, and the businesses themselves, portfolio companies. 

¶  PE funds vs. hedge funds 

o Both private equity funds and hedge funds are restricted to accredited investors. However, the biggest 

differences between PE funds and hedge funds are fund structure and investment targets. 

o  Hedge funds tend to operate in the public markets, investing in publicly-traded companies while PE funds 

focus on private companies. 

o Unique characteristics of private equity: 

Á PE firms often invest in mature businesses in traditional industries. 

Á Using capital committed from LPs, PE investors invest in promising companiesðtypically taking a 

majority stake (>50%). 

 Unique characteristics of venture capital: 

¶ VC firms often invest in tech-focused startups and other young companies in their seed. 

¶ Using committed capital, VC investors usually take a minority stake (<50%) in the companies they invest in. 

¶ Most of these companies are not fully established or profitable, so they can be risky investmentsðbut with that risk 

comes the opportunity for big returns. 

¶ Sales by PEs and VCs amounted to around $26 billion compared with about $10.4 bn worth of capital issuances. 

¶ Sell-down is quite concentrated in the case of promoter sales but broad-based across sectors in the case of PE investors. 

¶ What does the selling indicate? 

o Selling by promoters largely reflects strategic compulsions such as debt management. 

o Selling by PE players reflects tactical or price considerations. 

¶ PE and VC players have made exits via the Initial Public Offering (IPO) route and also sold share in block deals in the 

secondary market. 



 

45 
 

¶ The exits have accelerated in the current year thanks to a strong rally  in the markets. 

¶ A good appetite from both foreign and domestic institutional investors as also retail investors has helped them sell either 

their entire stakes or pare their holdings. 

¶  Changed holding in public companies: 

o As a result of promoter sell-downs, the promoter holding in the BSE-200 Index has fallen to 48.8% in the June 

quarter (for which the data is available) from 50.3% in the December, 2022 quarter. 

o The combined holding of domestic investors (Mutual Funds, local institutions and retail investors) has increased 

by 90 basis points to 23.5% at the end of the June quarter. 

o The holding of Foreign Portfolio Investors has increased by a modest 26 bps to 21.7% over the same period. 

o The holding of others (AIFs, PMS fall under this category) has increased 31 bps to 6%. 

Public debt 

Subject :Economy 

Section: Fiscal Policy  

Context: Government's total gross debt increased by 2.2 per cent quarter on quarter to 159.53 lakh crore in April June this fiscal, 

a Finance Ministry report said. The liabilities stood at 156.08lakhcrore at March end. 

What is Public Debt? 

¶ In the Indian context, public debt includes the total liabilities of the Union government that have to be paid from the 

Consolidated Fund of India. 

o Sometimes, the term is also used to refer to the overall liabilities of the central and state governments. 

o However, the Union government clearly distinguishes its debt liabilities from those of the states. 

Á It calls overall liabilities of both the Union government and states as General Government Debt (GGD) 

or Consolidated General Government Debt. 

o Union government relies heavily on market borrowing to meet its operational and developmental expenditure. 

The study of public debt involves the study of various factors such as debt-to-GDP ratio, and sustainability and 

sources of government debt. 

o The fact that almost a fourth of the government expenditure goes into interest payment explains the magnitude 

of the liabilities of the Union government. 

What are the types of Public Debt? 

¶ The Union government broadly classifies its liabilities into two broad categories. 

¶ The debt contracted against the Consolidated Fund of India is defined as public debt and includes all other funds 

received outside Consolidated Fund of India under Article 266 (2) of the Constitution, where the government merely acts 

as a banker or custodian. 

¶ The second type of liabilities is called public account. 

Internal Public Debt versus External Public Debt 

¶ Over the years, the Union government has followed a considered strategy to reduce its dependence on foreign loans in its 

overall loan mix. 

¶ External loans are not market loans. They have been raised from institutional creditors at concessional rates. Most of 

these external loans are fixed-rate loans, free from interest rate or currency volatility. 

¶ Internal debt  constitutes more than 93% of the overall public debt. 

o Internal loans that make up for the bulk of public debt are further divided into two broad categories ï marketable 

and non-marketable debt. 

Á Dated government securities (G-Secs) and treasury bills (T-bills) are issued through auctions and fall in 

the category of marketable debt. 

Á Intermediate treasury bills (with a maturity period of 14 days) issued to state governments and public 

sector banks, special securities issued to National Small Savings Fund (NSSF) are classified as non-

marketable debt. 

Sources of Public Debt: Dated government securities or G-secs, Treasury Bills or T-bills, External Assistance, Short term 

borrowings, Public Debt definition by Union Government. 

The Union government describes those of its liabilities as public debt, which are contracted against the Consolidated Fund of 

India. This is as per Article 292 of the Constitution. 

Public Debt Management in India 

¶ As per Reserve Bank of India Act of 1934, the Reserve Bank is both the banker and public debt manager for the Union 

government. 

¶ The RBI handles all the money, remittances, foreign exchange and banking transactions on behalf of the Government. 
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¶ The Union government also deposits its cash balance with the RBI. 

Public Debt versus Private Debt 

¶ Public Debt is the money owed by the Union government, while private debt comprises of all the loans raised by private 

companies, corporate sector and individuals such as home loans, auto loans, personal loans. 

What is Debt-to-GDP ratio? 

¶ The debt-to-GDP ratio indicates how likely the country can pay off its debt. Investors often look at the debt-to-GDP 

metric to assess the governmentôs ability of finance its debt. Higher debt-to-GDP ratios have fuelled economic crises 

worldwide. 

¶ The NK Singh Committee on FRBM had envisaged a debt-to-GDP ratio of 40 per cent for the central government and 20 

per cent for states aiming for a total of 60 per cent general government debt-to-GDP. 

Environment 

Protect world heritage sites to conserve biodiversity: UN 

Subject: Environment 

Section: Biodiversity 

Context: 

¶ Protecting world heritage sites can help conserve biodiversity and meet the targets set by the Kunming-Montreal 

Global Biodiversity Framework (GBF), according to a joint assessment by UNESCO and IUCN . 

Biodiversity in UNESCO WHS: 

¶ The total of 1157World Heritage sites take up only 1 per cent of the earthôs surface. 

¶ UNESCO World Heritage sites (WHS) are home to 75,000 species of plants, and over 30,000 species of mammals, 

birds, fish, reptiles and amphibians ð a fifth  of all the species mapped globally. 

¶ Today, up to 1/3 of remaining elephants, tigers and pandas can be found in these sites, as well as at least one in 10 great 

apes, giraffes, lions and rhinos. 

¶ They are home to all remaining Javan rhinos, vaquitas (the worldôs smallest cetacean) and pink iguanas, as well as 

more than half of all Sumatran rhinos, Sumatran orangutans and mountain gorillas. 

¶ Threats to these WHS: agriculturalexpansion, infrastructuredevelopment, Poaching, overexploitation of resources, 

climate change andproliferation of invasive species. 

These WHS are instrumental in: 

¶ Maintaining a beneficial relationship between human beings and nature 

¶ Conservation of water resources 

¶ Opportunity for people to earn a livelihood through sustainable work 

¶ Strengthen the link between nature and culture 

World Heritage List:  

¶ The United Nations Educational, Scientific and Cultural Organization (UNESCO) seeks to encourage the 

identification, protection and preservation of cultural  and natural heritage around the world considered to be of 

outstanding value to humanity. It has a World Heritage List for the same. 

¶ This is embodied in an international treaty  called the Convention concerning the Protection of the World Cultural 

and Natural Heritage, adopted by UNESCO in 1972. 

International Union for Conservation of Nature (IUCN):  

¶ IUCN  is a membership Union uniquely composed of both government and civil society organizations. 

¶ Created in 1948, IUCN has evolved into the worldôs largest and most diverse environmental network. 

¶ It is headquartered in Switzerland. 

¶ The IUCN Red List of Threatened Species, is the worldôs most comprehensive inventory of the global conservation 

status of plant and animal species. 

¶ The IUCN World Heritage Outlook provides conservation outlook assessments for all natural World Heritage sites. 

About the Kunming-Montreal Global Biodiversity Framework (GBF):  

¶ Adopted in 15th COP of UN-CBD held in Montreal, Canada in 2022. 

¶ The framework has 4 long-term goals to be achieved by 2050 and 23 targets that the world needs to achieve by 2030. 

¶ In 2020, the world failed to meet the last set of targets, the Aichi Targets. 

¶ The countries will monitor and report every five years or less on a large set of indicators related to progress. 

¶ The CBD will combine national information submitted by late February 2026 and late June 2029 into global trends and 

progress reports. 
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50 most polluted regions of world in Indiaôs northern plains: University of Chicago report 

Subject:Environnent 

Section: Pollution 

Context:The worldôs 50 most polluted regions belong to the Northern Plains of India, showed the Air Quality Life Index 

(AQLI) report  for 2023 by the University of Chicago. 

Key Findings: 

¶ Particulate pollution  has increased over time. From 1998 to 2021, average annual particulate pollution increased by 61 

per cent, further reducing life expectancy by 3.2 years. 

¶ Delhi is the most polluted city in India and the world. 

¶ Seven states and Union territories that include Bihar, Chandigarh, Delhi, Haryana, Punjab, Uttar Pradesh and 

West Bengal, comprise a majority of this region. 

¶ In north India, fine particulate air pollution (particulate matter 2.5) shortens lives by eight years. 

¶ In the most polluted region of the Northern Plains ð the national capital territory of Delhi  ð 18 million residents 

are on track to lose 11.9 years of life expectancy on average relative to the World Health Organization guidelines and 

8.5 years relative to the national guideline if current pollution levels persist. 

¶ Even in the least polluted district in the region ð Pathankot in the state of Punjab ð particulate pollution  is more 

than seven times the WHO guideline, taking 3.1 years off life expectancy if current levels persist. 

High pollution density: 

¶ North plains (with 38.9 per cent of Indiaôs population) live in areas where the annual average particulate pollution 

level is 17.3 times higher than the WHO guideline. 

¶ The regionôs population density is nearly three times that of the rest of the country, meaning more pollution from 

vehicular, residential and agricultural sources. 

About Air Quality Life Index (AQLI):  

¶ AQLI is a pollution index that translates particulate air pollution  into the most important metric that exists: Its impact 

on life expectancy. 

¶ Developed by the University of Chicagoôs Milton Friedman Distinguished Service Professor in Economics, Michael 

Greenstone, and his team at the Energy Policy Institute at the University of Chicago (EPIC). 

¶ The index also illustrates how air pollution policies can increase life expectancy when they meet the WHOôs guideline 

for a safe level of exposure, existing national air quality standards or user-defined air quality levels. 

¶ This information can help inform local communities and policymakers about the importance of air pollution policies 

in concrete terms. 

What are the Initiatives Taken for Controlling Air Pollution in India?  

¶ System of Air Quality and Weather Forecasting and Research (SAFAR) Portal. 

¶ Air Quality Index:  AQI has been developed for eight pollutants viz. PM2.5, PM10, Ammonia, Lead, nitrogen 

oxides, Sulphur dioxide, ozone, and carbon monoxide. 

¶ Graded Response Action Plan (for Delhi). 

¶ For Reducing Vehicular Pollution:BS-VI Vehicles,Push for Electric Vehicles (EVs),Odd-Even Policy as an emergency 

measure (for Delhi). 

¶ New Commission for Air Quality Management 

¶ Subsidy to farmers for buying Turbo Happy Seeder (THS) Machine for reducing stubble burning. 

National Air Quality Monitoring Programme (NAMP):  Under NAMP,  four air pollutants viz. SO2, NO2, PM10, and PM2.5 

have been identified for regular monitoring at all locations. 

Progress in National Mission for Clean Ganga (NMCG) 

Subject: Environment  

Section: Pollution 

¶ Launched in: 2014 

¶ Outlay: 20,000 Crore 

o 80% of the outlay is for the purpose of setting Sewage treatment Plants (STPs). 

¶ Core Objective: To ensure that no untreated sewage flows into the river. 

¶ Steps taken to achieve the objective: Installation of treatment plants along the banks of Ganga River. 

¶ Progress: Till now treatment plants are capable of treating only 20% of the sewage estimated to be generated in the five 

major states that lie along the river. 

¶ Future prospect: It is expected to increase to about 33% by 2024, and about 60%  by 2026. 
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o These calculations are premised on sewage to the tune of 11,765 million litres per day (MLD) being generated 

in the five States ï Uttarakhand, Uttar Pradesh, Bihar, Jharkhand and West Bengal ï through which the 

river courses. 

¶ The NMCG  plans on setting up sewage treatment plants (STPs) capable of treating about 7,000 MLD of sewage by 

2026, remaining capacity will be set up by the states. 

Picking up pace 

¶ As of July 2023, STPs capable of treating 2,665 MLD have actually been commissioned, and are now functional. 

¶ From 2014, when the mission was first announced, to 2021, only 811 MLD of capacity was completed. In the last 

financial year 2022-23, 1,455 MLD capacity was completed. 

Dolphins thriving  

¶ The riverôs water quality is now within prescribed limits  of notified primary bathing water quality. 

¶ Dolphins and Indian carp (a fish species that only thrive in clear water) populations are increasing which is a sign of 

improved water quality. 

¶ The typical parameters used by the Central Pollution Control Board  ð such as the levels of dissolved oxygen, 

biochemical oxygen demand, and faecal coliform  ð vary widely along various stretches of the river. 

¶ The NMCG  is now working to develop a water quality index, on the lines of the air quality index,  to be able to better 

communicate about river-water quality, he added. 

Paris fumigated for 1st time as disease-carrying mosquito spreads, likely triggered by climate change 

Subject: Environment  

Section: Climate Change 

Context:Paris health authorities sprayed insecticides in public spaces in the cityôs southeast like gardens and trees, which are 

breeding grounds for mosquitoes to check the spread of disease-carrying tiger mosquitoes found to be rapidly expanding in 

Europe. 

Details: 

¶ Experts have linked their proliferation to climate change.This was the first fumigation exercise in Paris.The aim is to 

reduce the risk of dengue transmission. 

Aedes albopictus: 

¶ The mosquito (Aedes albopictus) is an invasive species and is native to the tropical areas of Southeast Asia. 

¶ It was first spotted in France in 2004. 

¶ Ten years ago, in 2013, the Aedes albopictus mosquito was established in 8 EU/EEA countries, with 114 regions 

being affected. 

¶ Now in 2023, the mosquito is established in 13 countries and 337 regions. 

Mosquito spread in European region: 

¶ The establishment of mosquito species is defined as having self-sustained mosquito populations that are overwintering 

and reproducing in a given administrative region. 

¶ The mosquito species Aedes albopictus, a known vector of chikungunya and dengue viruses, is establishing itself 

further northwards and westwards in Europe, according to the latest data from ECDC. 

¶ Also, Aedes aegypti, known to transmit dengue, yellow fever, chikungunya, Zika and, potentially, West Nile viruses, 

has been established in Cyprus since 2022 and may continue to spread to other European countries. 

¶ The mosquitoôs spread has also been quite rapid across the rest of Europe. 

¶ There have been sporadic cases of the diseases caused by the mosquito in the continent, but the number of these local 

infections have grown over the years. 

¶ Probable reason for spread:Climate change may have a role to play in this.This is because warmer weather has 

shortened the incubation period for its eggs while winters are no longer cold enough to kill off the pests. 

What derives the process of atlantification in Arctic Ocean 

Subject : Environment  

Section: Climate Change 

Context:New research by an international team of scientists explains whatôs behind a stalled trend in Arctic Ocean sea ice loss 

since 2007. 

Details: 

¶ The findings indicate that stronger declines in sea ice will occur when an atmospheric feature known as the Arctic dipole 

reverses itself in its recurring cycle. 
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¶ The analysis helps explain how North Atlantic water influences Arctic Ocean climate, a process scientists call 

"Atlantification."  

Atlantification of Arctic Ocean: 

¶ Atlantification is the increasing influence of Atlantic water in the Arctic. Warmer and saltier Atlantic water is extending 

its reach northward into the Arctic Ocean. 

¶ This change in the Arctic climate is most prominent in the Barents Sea, a shallow shelf sea north of Scandinavia, where 

sea-ice is disappearing faster than in any other Arctic region, impacting the local and global ecosystem. 

Key findings of the research: 

¶ Analysis shows that the Arctic dipole alternates in an approximately 15-year cycle and that the system is probably at the 

end of the present regime. 

¶ In the Arctic dipoleôs present ñpositiveò regime, high pressure is centered over the Canadian sector of the Arctic  and 

produces clockwise winds. 

¶ Low pressure is centered over the Siberian Arctic  and features counterclockwise winds. This wind pattern drives upper 

ocean currents, with year-round effects on:regional air temperatures,atmosphere-ice-ocean heat exchanges,sea-ice drift 

and exports, andecological consequences. 

¶ Water exchanges between the Nordic seas and the Arctic Ocean are critically important for the state of the Arctic 

climate systemò and sea ice decline is ña true indicator of climate change.ò 

¶ Ocean responses to wind pattern: 

o Decreased flow from the Atlantic Ocean into the Arctic Ocean through the Fram Strait  east of Greenland, 

along with increased Atlantic flow into the Barents Sea, located north of Norway and western Russia. 

o These alternating changes in the Fram Strait  and the Barents Sea are referred to as a ñswitchgear 

mechanismò caused by the Arctic dipole regimes. This mechanism can lead to potentially more suitable living 

conditions for sub-Arctic boreal species near the eastern part of the Eurasian Basin, relative to its western 

part.  

o Counterclockwise winds from the low-pressure region under the current positive Arctic dipole regime drive 

freshwater from Siberian rivers into the Canadian sector of the Arctic Ocean. 

o This westward movement of freshwater from 2007 to 2021 helped slow the overall loss of sea ice in the 

Arctic  compared to 1992 through 2006. The freshwater layerôs depth increased, making it too thick and stable to 

mix with the heavier saltwater below. The thick layer of freshwater prevents the warmer saltwater from melting 

sea ice from the bottom. 

Fram strait:  

¶ The Fram Strait is the passage between Greenland and Svalbard. 

¶ The Greenland and Norwegian Seas lie south of Fram Strait, while the Nansen Basin of the Arctic Ocean lies to the 

north. 

¶ Fram Strait is noted for being the only deep connection between the Arctic Ocean and the World Oceans. 

¶ The dominant oceanographic features of the region are the West Spitsbergen Current on the east side of the strait and 

the East Greenland Current on the west. 

 

Indiaôs iconic raptors are declining fast, warns new report 

Subject :Environment 

Section: Species in news 

Context:Indiaôs raptors (birds of prey) are declining fast and the reasons for the decline are poorly understood, according to the 

State of Indiaôs Birds 2023: Range, trends, and conservation status released on August 25, 2023. 

What does the report say? 
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¶ Raptors are in decline globally due to: 

o loss of habitat, 

o pesticide accumulation: Harriers have declined in their breeding range in Europe due to pesticide use. Harriers 

winter in India and some, like the Pallid Harrier have shown a 70 per cent decline. 

o targeted killing. 

¶ All woodland species, and White-eyed Buzzard and Common Kestrel among generalists continue to decline at a lower 

rate than earlier. 

¶ In contrast, open country specialists show a particularly strong decline both in the long term and currently, although 

Black-winged Kite and Western Marsh Harrier  show trends that are roughly stable in the long term. 

¶ Some raptors in India are on the decline as they need large tracts of high-quality habitat to serve their dietary needs which 

the country no longer has. 

o An example of this is the Tawny Eagle. It is becoming increasingly difficult to see today and is of High 

Conservation Concern like many other large raptors. 

Declining vulture population: 

¶ International Day for Vulture Awareness: 2 September 

¶ Indiaôs vulture populations started plummeting in the 1990s due to the widespread use of diclofenac, a nonsteroidal 

anti-inflammatory drug (NSAID) , in veterinary medicine. When vultures fed on the carcasses of animals treated with 

diclofenac, they experienced kidney failure, leading to their rapid decline. Populations of some vulture species have 

decreased by over 99 per cent, pushing these birds to the brink of extinction. 

¶ The diclofenac ban (since 2006) may have slowed vulture declines in some places, but the analyses in this report shows 

that countrywide, vultures continue to decline: Indian Vulture by over 8% every year, and Red-headed and White-

rumped Vultures by over 5% and 4% respectively. 

¶ Several Non-Steroidal Anti -Inflammatory  Drugs (NSAIDS), including diclofenac and aceclofenac, continue to be 

produced for human use and can thus be used for livestock as well. 

¶ Besides drugs, vultures are now facing challenges in that carcasses are being buried. Moreover, feral dogs compete with 

the birds at carcass dumps. Carcasses poisoned to kill feral dogs often cause vulture deaths as collateral damage. 

¶ Recently the Government has banned aceclofenac and ketoprofen. But Nimesulide, another NSAID that is also harmful 

to vultures, still remains in use. 

Other threats to vultures:Electrocution from power lines, Issue of accidental poisoning 

Role of vultures: 

¶ Vultures play a critical role in maintaining the ecological balance by scavenging ungulate carcasses and preventing the 

spread of diseases. 

Positive trends in the report: 

¶ There are some positive trends too. 

¶ Generalist species like Shikra, Booted Eagle, Greater Spotted Eagle, and Brahminy Kite (which occupy a range of 

habitats, including human habitats) and woodland species appear to have suffered the least declines in the long term. 

Coral breach: A silent, catastrophic invasion has happened in the Gulf of Mannar; here is how 

Subject: Environment 

Section: Biodiversity 

Context: 

¶ An investigation of three coral colonies adjoining Kurusadai island of the Gulf of Mannar Marine National Park  

along the Tamil Nadu coastline, shows them to be grey and eerie, an indication of coral bleaching. 

Kurusadai island: 

¶ It is one of the 21 uninhabited islands that form the Gulf of Mannar Marine National Park  along the Tamil Nadu 

coastline. 

¶ The 21 islands came under the control of the forest department in 1986, which established the national park ð a 

10,500 sq km reserve that is a habitat for the rare seacow, dolphin and dozens of coral species ð the same year. 

¶ Tourism was not allowed till 2022, after that it is being opened for tourism. The other 20 islands are still closed for 

tourists. 

Coral bleaching due to Kappaphycus seaweed: 

¶ The corals provide shelter to myriad marine life, protect against storms and support livelihoods through fisheries and 

tourism. 

¶ Prime threats: Kappaphycusalvarezii, a seaweed (alga) species deliberately introduced in Ramanathapuram for 

commercial cultivation. 
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¶ The International Union for Conservation of Nature lists it as one of the worldôs 100 most invasive species. 

¶ As of 2021, Kappaphycus has invaded six of the 21 islands of the Gulf of Mannar. 

¶ The seaweed grows fast, doubling its size in 15-30 days, and thrives on live corals ð unlike native seaweeds, which 

typically grow on dead corals. 

 

Continued cultivation of kappaphycus: 

¶ Currently, about 750 farmers are engaged in seaweed farming, primarily Kappaphycus, in 18 villages of 

Ramanathapuram. 

o Pudukottai, Thanjavur, Thoothukudi  and Kanyakumari  are the other four districts of the state where the 

alga is cultivated. 

¶ Kappaphycus is also likely to be cultivated in Tamil Naduôs proposed seaweed park, proposed by the center in Union 

Budget for 2021-22. 

o The park is likely to function as two hubs: a seaweed bank in Valamavoor village in Ramanathapuram and a 

processing hub for factories for seaweed products in Pudukottai. 

¶ In 2021, India cultivated around 34,000 tonnes of seaweed. The Centre earmarked Rs 600 crore to increase seaweed 

production to 85 million tonnes by 2025. 

¶ Industrial use of kappaphycus: 

o National research institutes and companies are for increased cultivation of Kappaphycus to improve 

livelihoods, profits and to reduce Indiaôs import of kappa-carrageenan, a polysaccharide extracted from the 

alga that finds use in industrial gums and as a smoothening agent in ice cream, toothpaste, jellies, medicines 

and paint. 

o India produces 100-132 tonnes of carrageenan a year and imports 1,800-2,000 tonnes. 

Sequence of events: 

¶ In the 1960s commercial cultivation of kappaphycus began in its native land of the Philippines. 

¶ In the 1970s it was introduced in Hawaii, and spread to 6km from the area where it was introduced. It caused 

considerable damage to Coconut Island in Hawaii, Cubagua Island in Venezuela, Zanzibar in Tanzania, and 

Almirante  and Cristobal in Panama and Costa Rica. 

¶ In 1984Kappaphycusalvarezii of Philippine origin  from Japan was introduced in Okha, Gujrat  and Mandapam 

town, Ramanathapuram of Tamilnadu by the CSMCRI . 

¶ In 2000, it was introduced in the Gulf of Mannar Marine National Park  by PepsiCo. without a proper EIA. 

¶ The seaweed provided an annual income of 50000 to cultivators. 

¶ In 2005, the Goa-based National Institute of Oceanography noted signs of bio-invasion. 

o The Tamilnadu government on 12 december 2005, prohibited cultivation of the species in sea waters between 

the north of Palk Bay and south of Tuticorin district. 

¶ In January 2014, the invasive species was discovered on a new base, Mulli island, located about 40 km south of 

Kurusadai. 

¶ By 2019, the exotic species had extended its range to Valai and Thalaiyari islands. 

¶ In 2021, a multi-departmental survey found bio-invasion of Kappaphycus in both Valai island and the southern part of 

Kurusadai island. 

Livelihood at stake: 

¶ Repeated cultivation of the same fragment brought from Japan has reduced the quality and thus price of the seaweed. 

¶ Cost of seaweed farming is also high. 

Government proposes in SC tech panel to evaluate carrying capacity of 13 Himalayan States 

Subject: Environment 

Section: Ecosystem 
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What is the need of a committee? 

¶ Frequent landslides leading to deaths and destruction had led to a re-evaluation of the load-carrying capacity of hill towns 

and cities. 

¶ Earlier, the Centre had asked the 13 hill States to assess the carrying capacity of their hill stations and submit the report. 

¶ Committee is headed by: Director of the GB Pant National Institute of Himalayan Environment. 

Carrying capacity:  

¶ The carrying capacity is the maximum population size that an ecosystem can sustain without getting degraded. 

¶ In the broader sense, carrying capacity also means that all plants and animals which an area of the Earth can support at 

once. 

Assessing carrying capacity is important because: 

¶ It helps in identifying the upper limit of development that the region can sustain without exceeding the carrying capacity. 

¶ Knowing the carrying capacity of an ecosystem helps in identifying the optimal level of resource use that will ensure the 

long-term sustainability of the ecosystem. 

India needs a single and comprehensive policy to tackle invasive species: Ankila Hiremath 

Subject: Environment  

Section: Biodiversity 

Context: 

¶ Intergovernmental Science-Policy Platform on Biodiversity and Ecosystem Services (IPBES) is all set to release its 

landmark report on invasive species. 

Report title:  

¶ The status of Invasive Alien Species (IAS) and ways to control them. 

Invasive Alien Species (IAS): 

¶ Alien species are animals, plants and microbes that have been introduced by humans to new regions. Of these, invasive 

alien species have negative impacts on nature. 

¶ Of the more than 37,000 alien species identified across the world, around 3,500 are invasive. 

¶ Of the 37,000, six per cent of the plants, 22 per cent of the invertebrates, 14 per cent of the vertebrates and 11 per cent of 

microbes are invasive. 

¶ For example: 

o Diseases such as malaria, Zika and West Nile Fever are spread by invasive alien mosquito species like Aedes 

albopictus and Aedes aegyptii. 

Invasive Alien Species as a threat to biodiversity: 

¶ Invasive alien species are one of the five major direct drivers of biodiversity loss globally, alongside land and sea-use 

change, direct exploitation of organisms, climate change, and pollution. 

¶ Example: The arrival of avian malaria, for instance, in Hawaii, wiped out a very large proportion of their bird species. 

¶ These species are more fire prone leading to more frequent forest fires. 

¶ Invasive alien species have been a major factor in 60% and the only driver in 16% of global animal and plant extinctions 

that we have recorded, and at least 218 invasive alien species have been responsible for more than 1,200 local extinctions 

¶ In fact, 85% of the impacts of biological invasions on native species are negative. 

¶ IAS costs the global economy $423 billion per year. 

¶ Birds in some islands (eg. New Zealand, Australia and Tasmania) are not familiar with invasive rats, as these birds make 

their nests on ground. Many of them are flightless birds like: kiwi. 

¶ Some prominent invasive alien species: 

o African catfish, Prosopis juliflora, Parthenon hysterophorus, Lantana camara, Kappaphycus alvarezii, 

Water hyacinth, Black rat, European shore crab, Caribbean false mussel, Aedes albopictus and Aedes 

aegyptii, Zebra mussel (a small freshwater mussel), Brown tree snake. 

Steps taken: 

¶ Target 6 of the recently adopted Kunming-Montreal Global Biodiversity Framework  is to ñeliminate, minimize, 

reduce and or mitigate the impacts of invasive alien species on biodiversity and ecosystem servicesò. 

¶ Target 4 of Indiaôs National Biodiversity Action Plan is specifically focused on the prevention and management of 

invasive species. 

¶ The Environment Protection Act, 

¶ The Livestock Importation Act, 1898 
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o The Act regulates the import of Livestock in India. 

o Section 1 (Short title and local extent); 

o Section 2 (Definitions); 

o Section 3 (Power to regulate importation of live-stock), 

Á Section 3A (Power to regulate Importation of live-stock products); 

o Section 4 (Power of State Government to make rules); and 

o Section 5 (Protection to persons acting under Act). 

¶ The Plant Quarantine Rules. 

o Plant quarantine is the legal enforcement of measures to prevent further spread or proliferation of pests that have 

already invaded and settled in new restricted areas. 

o Objectives of plant quarantine  

Á New strains of pathogens have been developed to control the spread of harmful diseases and pests. 

Á With the application of the DIP Act 1914 and the Plant Quarantine (Import Control to India) Order 

2003, imported agricultural products are controlled to prevent the invasion of foreign pests and diseases 

harmful to Indian flora and fauna. 

Á As required by FAOôs 1951 International Plant Protection Convention (IPPC), plants and plant 

materials for export are controlled to ensure pest-free trade. 

o The Plant Protection, Storage, and Storage Bureau, which is part of the Ministry of Agriculture,  is 

primarily responsible for implementing the quarantine restrictions issued under the DIP Act . This agency is 

responsible for the import and export of seeds and seedlings from ethnic minorities for commercial purposes. 

Toyotaôs flex-fuel prototype: How it will work, what advantages it offers 

Subject: Environment  

Section: Pollution 

Context:Toyota unveiled a prototype of the Innova Hycross with a flex-fuel hybrid powertrain , its first  car in India with this 

option, and one that the Japanese carmaker claims is the worldôs first BS6 Stage II-compliant flex-fuel vehicle. 

Details: 

¶ Toyota had displayed an imported Corolla flex-fuel hybrid sedan as a pilot project late last year. 

¶ It was part of a government-led push to commercially deploy this technology, which is already in use in markets such as 

Brazil, Canada, and the United States. 

Hycross prototype 

¶ The Hycross flex-fuel prototype has a 2-litre Atkinson Cycle petrol engine coupled with an electric motor. 

¶ Toyota claims the prototype 

o Can run on petrol with more than 20% ethanol blending that is currently mandated in India 

o Its performance would be at par with the standard Hycross hybrid, even with ethanol-blended petrol. 

o It will achieve low carbon emissions on a comprehensive well-to-wheel basis. 

¶ The Hycross flex-fuel prototype would run 60% of the time in the electric vehicle mode using energy stored in the 

battery pack. 

¶ The next steps include:Further finer calibration,Homologation (process of certifying that a vehicle is roadworthy), 

andcertification. 

Flex-fuel technology 

¶ A flex-fuel vehicle typically has an internal combustion engine (ICE) but it can run on more than one type of fuel, or a 

mixture of these fuels. 

¶ The most common versions use a blend of petrol and ethanol or methanol. 

¶ This is made possible by equipping the engine with a fuel mix sensor and an engine control module 

(ECM)programming  that senses and automatically adjusts for any ratio of designated fuels. 

How these cars work 

¶ Most components in a flex fuel vehicle are the same as those in petrol-only cars. But some special ethanol-compatible 

components are required to adjust to the different chemical properties and energy content in ethanol/ methanol, such as 

modifications to the fuel pump and fuel injection system. 

¶ The ECM  is calibrated to accommodate the higher oxygen content of ethanol. 

¶ The hybrid engine would have separate spark plugs, piston ring tops, and valves to render them more corrosion-

resistant, and a modified catalyst in the exhaust system to lower hydrocarbon emissions. 

¶ The vehicleôs fuel filter and fuel lines have also been tweaked. 
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¶ According to IHS Markit, as of 2018, there were more than 21 million flex-fuel vehicles in the US, but Brazil  was the 

biggest market and leader in this segment. 

 

 

Africa Climate summit and call for global carbon tax 

Subject : Environment 

Section: Environmental conventions 

Context:African leaders call for new global taxes to fund climate change action 

More about the news: 

¶ African leaders proposed new global taxes to fund climate change action in a declaration that will form the basis of 

their negotiating position at November's COP28 summit. 

What is the Africa Climate Summit (ACS): 

¶ The Africa Climate Summit is a landmark event co-hosted by the Republic of Kenya, the African Union 

Commission (AUC). 

¶ It brings together Heads of State and Government, policymakers, civil society organizations, the private sector, 

multilateral institutions, and youth to design and catalyse actions and solutions for climate change in Africa by 

providing a platform to deliberate on the nexus between climate change, Africaôs development reality, and the 

need to push for increased investment in climate action globally, and specifically in Africa. 

¶ Africa Climate Summit (ACS) is going to be held in Nairobi,Kenya. 

¶ The theme for this year's summit is, 'Driving Green Growth and Climate Finance Solutions for Africa and the 

World.'  

What is Africa Climate Week (ACW): 

¶ It is an annual event that brings together leaders from governments, businesses, international organizations and 

civil society to explore ways to reduce greenhouse gas emissions while adapting to the mounting fallout from the climate 

crisis. 

¶ ACW 2023 is organized into four systems-based tracks, each focusing on specific themes:Energy systems and 

industry ; Cities, urban and rural settlements, infrastructure and transport; Land, ocean, food and water; 

Societies, health, livelihoods, and economies. 

¶ ACW 2023 is organized by the United Nations Framework Convention on Climate Change (UNFCCC), United 

Nations Development Programme (UNDP), United Nations Environment Programme (UNEP) and the World 

Bank, with the support of regional partners: African Union (AU), United Nations Economic Commission for 

Africa (ECA) and the African Development Bank (AfDB). 

Criminalizing wilful environmental damage is harder than it sounds 

Subject: Environment 

Section: Environment legislation 

Maya Project of Mexico: 
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¶ Mexico's 'Maya train' project, which aims to connect historic Maya sites with a route length of 1525 km, is being called a 

'Megaproject of death' or 'Pharaonic project' because it imperils Yucatán peninsula of its rich wilderness, ancient cave 

systems, and Indigenous communities. 

¶ The Tribunal for the Rights of Nature in August said the project caused ñcrimes of ecocide and ethnocideò. 

Ecocide and ethnocide- International crime:  

¶ Ecocide, derived from Greek and Latin , translates to ñkilling oneôs homeò or ñenvironmentò. 

¶ Such ókillingô could include port expansion projects that destroy:Fragile marine life and local 

livelihoods;Deforestation;Illegal sand-mining; andPolluting rivers with untreated sewage. 

¶ Mexico is pushing to elevate ecocide to the ranks of an international crime, warranting similar legal scrutiny as genocide. 

Ecocide: 

¶ Extensive loss, damage to or destruction of ecosystems such that the peaceful enjoyment by the inhabitants has been or 

will be severely diminished.ò Here, ñinhabitantsò applies to all living creatures. 

¶ There is no accepted legal definition of ecocide, but a panel of lawyers in June 2021 for the Stop Ecocide Foundation 

prepared a 165-word articulation. 

o Ecocide, they proposed, constitutes the ñunlawful or wanton acts committed with knowledge that there is a 

substantial likelihood of severe and either widespread or long-term damage to the environment being caused by 

those acts.ò 

¶ The biologist Arthur Galston  in 1970 is credited with first linking environmental destruction with genocide, which is 

recognised as an international crime . 

¶ The Rome Statute of the ICC  deals with four atrocities:genocide, crimes against humanity, war crimes, the crime of 

aggression. 

¶ The provision on war crimes is the only statute that can hold a perpetrator responsible for environmental damage, but 

only if it is intentional and in wartime. 

Limitations to defining ecocide: 

¶ There are also many arguments against criminalizing ecocide. 

¶ Words like ñlong-termò or ñwidespread damageò are abstract and leave room for misinterpretation. 

¶ The threshold to prove óecocideô may also be too high. 

¶ Countries like Belarus and Moldova specify ñintentionalò or ñdeliberateò destruction, but environmental disasters 

are not caused intentionally or deliberately. 

¶ Without any significant changes, the ICC  will not be unable to hold corporate entities criminally liable. 

Why should ecocide be a crime? 

¶ Ecocide is a crime in 11 countries, with 27 others considering laws to criminalise environmental damage that is wilfully 

caused and harms humans, animals, and plants. 

¶ Most national definitions penalize:ñmass destruction of flora and faunaò,ñpoisoning the atmosphere or water resourcesò 

orñdeliberate actions capable of causing an ecological disaster.ò 

Need for an ecocide law: 

¶ Deforestation of the Amazon, deep-sea trawling or even the catastrophic 1984 Bhopal gas disaster could have been 

avoided with ecocide laws in place, according to Stop Ecocide International. 

¶ These laws could also hold individuals at the helms of corporations accountable. 

¶ Ecocide laws could also double up as calls for justice for low- and middle-income countries disproportionately affected 

by climate change. 

¶ Small nation-states like Vanuatu and Barbuda are already lobbying the ICC  to declare crimes against the 

environment to be violations of international law. 

What has been Indiaôs stance? 

¶ India has recognised rivers as legal entities with the right to maintain their spirit, identity, and integrity. 

¶ The concept hasnôt fully materialized in law yet. 

¶ In Chandra CFS and Terminal Operators Pvt. Ltd. v. The Commissioner of Customs and Ors (2015), the Madras 

High Court  noted: ñthe prohibitory activities of ecocide has been continuing unbridledly by certain section of people by 

removing the valuable and precious timbersò. 

¶ In an ongoing case, T.N. GodavarmanThirumulpad vs Union Of India &Ors , the Supreme Court called attention to 

an ñanthropogenic biasò and argued that ñenvironmental justice could be achieved only if we drift away from the 

principle of anthropocentric to ecocentricò. 
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¶ Indiaôs legislative framework vis-à-vis environmental and ecological governance includes the Environmental 

(Protection) Act 1986, the Wildlife (Protection) Act 1972, and the Compensatory Afforestation Fund Act (CAMPA) 

2016, as well as separate Rules to prevent air and water pollution. 

¶ The National Green Tribunal, Indiaôs apex environmental statutory body, does not have the jurisdiction to hear matters 

related to the Wildlife (Protection) Act 1972, the Indian Forest Act 1927, and other State-enacted laws. 

Disaster due to Russia-Ukraine war:  

¶ The ICC  and Ukraineôs public prosecutor are also investigating Russiaôs role in the collapse of the Nova Kakhovka 

dam, which unleashed a flood that drowned 40 regions, and released oils and toxic fluids into the Black Sea. 

Laws governing forests of Northeast India  

Subject: Environment 

Section: Environment legislation 

Context: 

¶ On August 22, the Mizoram Assembly unanimously passed a resolution opposing the Forest (Conservation) 

Amendment Act, 2023, ñto protect the rights and interest of the people of Mizoramò. 

Why are the Northeast states opposing the amendment? 

¶ The amendment allows the diversion of forest land for roads, railway lines or ñstrategic linear projects of national 

importance and concerning national securityò within 100 km of Indiaôs international borders or lines of control, without a 

forest clearance under the Forest (Conservation) Act (FCA) 1980. 

¶ Most of Indiaôs Northeast falls in this 100 km range. 

¶ Nagaland, Tripura, Mizoram  and Sikkim  are opposing the FCA. 

Grant of FCA clearances: 

¶ Special Constitutional protections ï Article 371A for Nagaland and 371G for Mizoram  ï prohibit the application of any 

law enacted by Parliament that impinges on Naga and Mizo customary law and procedure, and ownership and transfer of 

land and its resources. 

¶ Such laws can be extended to these States only if their Legislative Assemblies decide thus in a resolution. 

¶ Nagaland extended the application of the FCA to government forests and such other forests and Wildlife Sanctuaries 

under the control of the State Government. 

¶ Government forests make up only 2.71% of the Stateôs Recorded Forest Area. 

¶ Mizoram Union Territory became a State with the Constitution (Fifty Third Amendment) Act 1986, adding Article 

371G to the Constitution. 

¶ It stipulated that all Central Acts in force before 1986 are extended to the State, including the FCA. 

¶ Moreover, the powers of the Autonomous District Councils in the three Sixth Scheduled areas in Mizoram donôt 

extend to reserved forests. 

¶ So the FCA covers 84.53% of forest areas that are notified forests, and 6,630 ha have thus far received FCA clearance. 

¶ The FCA is applicable in the rest of Northeast: in Meghalaya and Tripura , the Sixth Schedule Areas within these 

States, and in Arunachal Pradesh, Sikkim,  and Manipur . 

¶ Arunachal Pradesh ranked first  among these States in FCA clearance (21,786.45 ha), followed by Tripura  (9,051 ha), 

Assam (5,261 ha), Manipur  (3,604 ha), Sikkim  (2,902 ha), and Meghalaya (807 ha). 

FCA 1980 vis-à-vis the Northeast: 

¶ In 1996, the Supreme Court expanded the term ñforest landò in the FCA in the Godavarman case to ñnot only include 

óforestô as understood in the dictionary sense, but also any area recorded as forest in the Government record irrespective 

of the ownershipò called as the "deemed forest", thus extending the FCA to unclassed forests. 

¶ These are recorded forests but not notified as forests. 

¶ More than half of the Northeast is Recorded Forest Area (RFA). 

¶ Of this, 53% are unclassed forests controlled by individuals, clans, village councils or communities, and governed by 

customary law and procedures. 

¶ The remainder is notified forest controlled by the State Forest Departments. 

¶ RFA ranges from 34.21% in Assam to 82.31% in Sikkim  with Mizoram  having 35.48%, Meghalaya 42.34%, 

Nagaland 53.01%, Arunachal Pradesh 61.55%, Manipur 78.01% and Tripura 60.02%.  

¶ Of these, unclassed forests range from nil  in Sikkim  to 97.29% in Nagaland, with 15.47% in Mizoram, 33.43% in 

Assam, 42.96% in Tripura, 75.67% in Manipur and 88.15% in Meghalaya. 

¶ The apex courtôs 1996 order brought unclassed forests under the FCAôs purview everywhere except in Nagaland. 




