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forr Segamge wfera,

g § SYITH T4l ST JTUSRTHATE AT T 5T
faear 2024 forame % dor g1 <wIie U Sepw vt
TROTHT o AT 7 Toft T BTk qeTE I §.

IRATT E&hia B AR &1 N6 1 €9 M7 STl
TET ®. ST TET T AT § AT H1 10
HAFIHTT T S 3 fore god st vt §.
I T FRAT o STTET & fowie § ST T
T Te UT 6 H off o S ear | 3 A
SR H A IR L0T bt ST aeferdh &RTaet I%
Trefer Bt fog T e,

I TR ST Teme, S aersir’” Sy e
TATHT T FIT8TT T AieTied o TET ©. Forasy
Afgemy, fRa St e o fofea & &t afcer
Se fifer Bt S W& €. 39 bW § wfewd we
e ¥ fafire wer & STl H Yard B ot §.
i, TSNTET o |1 Ty SfferT & oft o€} e
¥ Tt T TET R,

297 T quW @Ryl o Ywe do fw wfear ¥
ST TATYAT F 7T AfeeT TRIheh<ul ol HiedTed

foran €. et Sk atfw 3fgar 7 Wt Afgensi
& ARSI Seer ¥ oft foriersh gfreht o1er Y €.
T G WA 1 T8l Afeet wHd S
S T IR YA Sk 31T gfear ¥ s e
fordit oft S T Rl Aige HHERT S T MR
T fema.

Teh YTt 74 Y 1924 ¥ Y7ot e A1 3fear
ST o U QUi Afga fors T it e @ off.
TUHT 35T ARG i Hehre g bl T AT
T IR ST YT HT YT T HIAT o
TAR S & Afeat GIitherdon &1 a8 W 31
ft ST R Sk § WEIeEen, SU-TEma e, Terh
yareh oTfE v Tef W Afeend we T T §
T GEITHERTT T 3K gge A & Ay ear
o ¥ 21 % T & & Uk ol wfiset ve et
FIE. /
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i Ieaarge |t
37T 37eft Iue faaer 2024 faATEt o IR
TR % foT & §AR SR ey Fre e

TS & HAhR AfYRRT st T ot e o
I AT % T el = hid g
AT Fft ST BTG THTS odll 5.

ek ST ST fToTET SEaR R o foe oy
QT AV 7, AT TG o few =aam
SGTAT ST 8, ShTET STHT T T TIHT
I YA ¢, M@ &R T @l 998
& T F AW & W weE W o o
T AT AT TS AT =IfET. I
Tk TEH HewqU g1 . ATE TET e
TEATT o |12l R hi § SEa IO AT
T T,

SfeRTT & 379 Afgemt +ft TS e YT Y
R O<o S o sfedr § I migen

\.

ITT I HredTfed fowar o7 T 2. gg O
faame & fop gAR e # st Afget 8¢ &1
TX SIS A I TT 3T Heeoqul Fohere
T SR

ZIHTT ohT 3TMHR 7. THAT T TR T TEh
AT T GURT ST ETTh 2. TTEeh! i
TEETS ST qLd FehRIcHeh THTe fopar
ST =Mfeq, |t ureent ¥ fysed e
SHISTT. 3Teh AfAfh TAAT TTeah! o HTeaH
¥ TT-TC TTEoh! T Aok o T SITEHT Ak
ST AT T TIATH THIfTT.

e T AT S S o el feed gEe § - e




forr S wfer,
ey & ST Al YHFTEE MG FRA G 9 oft et e HEH o TR &,

TGET T T 7. WOR H THT T QUia: gl ImEn
T HT el W S et o 31 e s fa e @i €, g9 vEnett, & Ster ua sTate
% T T AT 9 TET 2. 39 o9 § 50 S/, %07, T prferdl B Teieh TR W AW oel o ®9 F 1w §
TS T ot 471 H 3 Teal P SUN T &, T WRAT  31fyer Afeet T o1 Hieafed &< 1@ §. gk fagm
. Hag W e TR g o TSN F FEAAFEA o A& HieeT T T 3 (I T a1 Tl Y
TR =To & T &7 TR W o7l SR TR I e o7saT &1 o 9 &
AT §. TMeh YaT 3T S fefa ST qo ey <1 AT
2 Fored ¥ & sragm § gfig 8.

aeft-3neft Jget ok ST 3feam § T TwadES
T[STITST A1E §O foF T €. 9T WK & Feeil &
213 TR} AET SeoT i WA A S €. T AR TAR Wt wifient el Tt o R o
| RS T Y W Fgd T Teel ¥ § Afecl 8T &F  qTe hAT e,

T M 3T ST H1E T T €. T A,

TIeh Telse ok oyl # 31ferer § tfureh Armrer

. - T, I WEe a1 2, T UL do 3 $fear &t
AT AR, SFETT e, faqe wifeer, et 9, o, ot & o 2 L T g

. 1, Wre A, 0t fay, 79 S genfe 7 . . ‘

T ST T ST ST o ST WA aﬁ3aw‘Wﬁw""““@/"
Ty ¢ foF TAR 91 ¥ wfean faumee we g &
T T, TR, TS, JE o wel |
THTATIE S e JT oY &1 el et 7 Afqg A ot
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o eaerge arfemE,

ST ol o few 7ot YehTIATE T §T
g yey ey U6 g% Rt
Fferepet #ft ©m ot Trer it o peret e H
Sop g7 FadeR 2024 o IMFER Ye3iq o fog
SToRT TR A hd gU T qeft ol gTeen
TG ST 5.

TIE doh 3T ST 379 FRTX Jgax Ugvia
ST T AT T ST /T & T aTsft 3K
oft ST THIAT TUTET B . TG STU UTeoh
TIT BT AT Afeeh TgeR I, T e U
UTEh! ol sop T SIS, fa9ie ®9 T o UTeeh
STt faset aof o g8 BIgeRt =dl T, IR I
I Y S oh1 8T H 9T TATE fepal ST
IAMEC. AT ohi 37O WY SITST, SHTET
STHT g o fere 37ferer & e7fereh s 31T
=] @ wifew, wpett, foemerat ® Sent
foenfée o @ goad, a8 e %

\.

U\JV\

sﬁﬂ%ﬁﬁﬁiﬂﬂ%&r

T 3T s | o o To Wy fopT T,
3Tk SHHETIT o ad= @ @il ST

IMET H A ATel 7 AfH AT 9% WTEh o
YT 7 T ¥ TR FaER fohar Sg qen
ITeRt THATS AT ST ohT THfE T
fe= <.

AR et Tfeh WO Teh 21 o ®9 |
T HT T® §. Tdeh Uelge a7 o Toh
JUTelt & o & H ohTH e T Iem |
SepE IOl B YR WA G s
o o eTEygt Stet wae T st arer
ST el

Ifth T # e, quiar & €. quiar ot el 7. eag T il - TS 31T




firr Sgetrge wifer,

T ST, <tTee Te SH yat okt wTfeen
YIYHTHAE Ufod I g & AR GEe
EECIRECE N C ik re gL Lt L
St u ot T S qAT A T SHTA TSk
fTeTent o T | s gRT fadeT 2024 |
ok gRT < T IMER GReoTHl o o 3en
T SpersaT TS Shic U 3T Helehl gTeeh
T ot 5.

YIRS T I8 37 AfgeT Tgd &1 Ui ©.
froe o ¥ ITa 9% o 3fea ¥ #% &y
e ¥ e S T @ e o
TGk AR BX &F H Teh TG Afeel IEl o
F0 F Greft T8 s qeft ifife Afead € %
TY AT I @ foh TR 3= Here Afeel To
R 7ot faere S ® S IR T AN 77 W
g 7Y T T . T a1 [ € ok Iw e
e BT @S < @R,

¥ 2025-26 % feTu S T goft Gt o few we ety
\

gfshaT IR T 7. 9 T G 7& qerEtd
uferand ot e & o e Yohed B, Tt O
TCH 59 UfehaT # HeTh 71 fS9E 37k I
UG &I, ST AT TS W7 BT Sga ST &
AT S off I=o ST ot fide ohe Wb

¥ 7z off giaa T T § fF Iwat S 31w
e TR A H feieh 14 FHdaR € 14 37aay
TR IS ook f<t ATg FHmaT 3K 3Tent shrefonet
& ufqafTarst o1 TS foran s o<t e
H Ygemeet 7 ITE qah W foe. S §
fo TSt fodt & o6 e § el o STaTer
& T-TN TEeh o off TR T 7 q0 T
G g5 o AT «ff U Teal R §.

5 oty B et & 1 Sl e o et - e
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1. OT Teft- aneft fadaT 2024 fawmE oF et
ufturm =i gu &, 2 den 3w fear o
QiU U ST SRIT ShgHT A ?

ot = Qe Ugel oo 3T sfear o et 2024
% UfoTT g & o oM ¥, 3 faue § o 7
T 913 TS o1 UfcreTiien oy faa 8. ek bl wrehe
T off ar=a7 Fgui=g foet TeT € 37K Uk ufeifadt
e or=g! fafStfaferdt &1 W & S o & ‘A & 2.
Thh U & T% W% 9@ @i wiicer quE &t
% ST o A W A o o e
fsare s,

. ehifmefea dfertr oh I ¥ Uget den Nt gfean
I 3T fore g 3@ &7

ot TR e YA oS % IfEeAr I &
Hifmfafea SferT o IR H ST & Q& T Sfg
F & H T ot TEA HTH T TET 7. TAN WA
SHfeRTT Te F2 T S HigeE 95 THER §. WIE gew@t
T AMET o F W ot 37 WSS BT STIM L a2l
IET H 3T ATeT TTEh! bl off 37 Hisaal o SUANT

IR Shat: st Teita areie

qRTIh TeToaeIeh - TTSTHTHT

T icTfed Y, TS99 Mmeeht ot 24+7 Frater s

e fifeT 3fT STt | 3T aTet WTgeh! ot T ot

T T Goh. WIH IS 3T HSad| o ATeAH ¥ 7

TTEH! hl STS oh [T BT §WT Ja o, et

AT ekl (S o9E) i 3 WISag T 3Tehfid
femarT T Tehell &.

. U deh AT Ifean 7 TANT & WT A hIdT

ekt 2. 39 fegm ¥ widftefin &7 svft syt
3 =T e &2

o wE= Sret: GIMt ot a1 7 fo fadaw 2024 #
ek ST 2 TAUIT 0.69% =T T 8 ST fIet I areria
fadeR 2023 ® 1.64% o1, 39 fqug ¥ vEW @A
7@ o BT 9T TTHT 376 0.69% B T3 8 ifer
anft off WY Y 4.599% B. 3HH for wmraEma
H TT &7 T & fau i sifer warg
METTF §. HE HAT T T gH T 9T
QT ST 2 1@ & 3R frafia &9 4 s o SR @t
Y AR ot 5T e §, T s o SuR @t §
fRTUST T 81 3 9 WEE T ©.

. SifereRaw Sgelt oh fog et st @R wew

I3M AR,

sft TR St AT ¥ & ¥ O 9 A W
9T &2 ST NTave: BT €. T @il § sy 7
B 39 T vIranel &t 31u SuRehdren ¥ frafaa
®9 Y 9 AT &7 § e T STy gl e,
frafya &7 ¥ @1t st R ST ST =few. %o
a5 TR B e e P S
TAMT @Al § 999 ¥ $hed I3 S, THE! Tad
@fe ey B onfe &l K g faoa 7 feman

BT €@ § & Fe, ARG IhT AU a1l




. I 39 & o fae fafyr sifemfar s @
A o. 39 Afafw fafyr sifuery o wadie
QA | T ¥ FHEamE! i T 9ae e <.

. JIRET & UT UTeeh el i §UR o fag aearsed
Y MUk SFIT SULTT &7

st HEE qreX: doh o AT H 3T I TG H ek
Y waifersh Fewaul Bt 7. TTErei | ST T
YTATGIH ol TTT TTeeh TaT ol R IHEAT ot
AT o ST SR B, M@ A UEe Sah
e T A, 3T I3hT | 70 AfafeSd Arechi &
TIY-TY T TTEh! I o JoATE. STRT THET T
A TAT ITRT THTH R, IR bl fowTy Fam <.
T GRS W A T, 39 e S T
(Fam) @t TMeeht i AR off fow e fear s
e, IRAT URER T (@I 3fs Tfee) @
T@T ST qAT IMET H 3T a1l & Afh T 918 a8
TTEh BT 31LET 1 &, HYT e fehan ST,

. SUI hE ¥ MUk TR Teh AMET QT W
T g TR ?

st s Sk 361 71 1 e st e g

AT &F % T TGN YRl U6 W Sl
M % T IS o ®T | 3TN IgehT Igcd hLT
M. Gt ITGT TGEehl bl TS AT, 3ok H&qTal
T TeohTel S ST 3T ST GHEST a1 i
TaTH off ISH O =T, &5 IE wi e
TEYS o 9T &7 ok fatve favmm/ Susweal/ fmt
& g SR, Safal, =maiEl ud o
ARt § e =fe, 3% 310 oo ¥ S T &
TG JATH AT AMMET. ITET TaEeh! U9 &7 & L6
Tl o 3T%8 WAl o fAIT 3TeRT XTRAT e el
3T GEE! T 3= ! oh ferg Ui 3 Hiedrfee
.

7. UGk SEYT SO WY AT ST A1fET?

ot e qIat: TR T 39d Uq@ o foawg |
TSI =Ted € o # e ok U 31 @ T Sk
FT fos g 9 o fau @ 1o ISRI0T TEd
HT AT, T8 W oG 3 TRt & faw &
faam &Y qo o7 3T HTERT &F JEl




@ 3
ITET TG T TEE Hich 37 AT S St

10.
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F. A TIG I A H gL Aot Y faeg
TS W ot & § SR TEgR 370 31 St
foomg Tfaefadis &1 AifeT . 39 & |
Y@ & Y TR G TAC 3R ST Faet
e g ot 9 T fosid ST,

. den fefiieer Aar 3T JgaX & & fow ==

HETIATET?

oY W TIeX: S Seal & A W SR W,
T ST qe THeTE T A A S TR, IR
fefiieet ©eh™ W omed aF Hafad s 1 fogm &
F3 X A Heae S S @ B, 9l oo 3i1h
e 9 HEW & fow W A% T o1 fefeea
SRt FiGH TeH T & T o e B

. ToFerSt o & W Ugel dem MH Sfeam 3

HTET T Tarw foram &, 39 foom ¥ o
STERT SR TG 32

ot AR g} : o % anf ¥ Y7 ook o1 e
T TS ST TR SIS HTel ST TET ©.
TR 5419 € foF &7 3709 AT ol Se1ct Terretst!
o -7 F 9 HaTe IS FR. TAR R 9ael
Y 3eT € fF 9% WA S & Torsl o Hredel
T STANT L TUT 3T b o TTeehl ol o Tt
St % eIfueran yE & fow fRaX oefed ]
TN 747 © for S Faiam dererrstt o @rer 3
¢ 3T TR Foft WIE G W off T € qer
379 TTEeh! ol ot ToaT off B o fore If =8

FURT deh STeT SYANY T Sita o |T o &
TAYT HI W TET ], 30 Gaer & s faam.

it TR gL 37l 37ef} TR ek 7 e STt
3T AEE $TARY sh! fafid € T8 W= S
e SvaRy st fafyde # i e forar @

11.

3t vfter & Sk Sftem ST Te TR S o
FIHTT T IR I a1l €. 37 dh g7 gad
SHUFTET o T T HAUTT ! hT T} I, AR 319
TR Sor W% T0 9™ & 7937 o< ET 8. I
STHT +ff TET FT ¢ THAT BH 37 I THR
AT & A FTY HIA F TEA AT T hY ST
T

Aol deh AT EFEAT Y /S TIRETSA el Shelel
et 9TrET o ®U ¥ werfuq fear 8?2 su fagm
T STUeRT ST ST AT ?

sit wE= qgt: Afgen IR &% IXTF A

T § gafT g@ 0 € € - gt
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13.

14.

et Aok 31T 3fea g for <1 T® vt & o7
TH ¢ Afgel & THE! i 1 R 7. g
Y &% H AT Toh e X aE Higen e
& EIH ARV AT 7. Y o fqug © foF AR o o
TR, 3T9d T, &9 I9E, e IqE 6
T I@ & €9 | 1T Afea kAl dgal ohd
FTTE R, g oo oy Sfean & g yarw § o
Tfectt ST ST AT AT S T 3= g A
& I feu ST,

X, Ao doh ATt EfeaT & TrrvTaT shTataaT

o ol H 3Teh faar.

it UEX T : THRT sok TSI ShTi=ra o &
T 3731 %14 W w1 2. o fefl Yia Tt
e HATETA, TSTHTST FTT ST 9Tt IISTHTST Shifet
TR, foawia o faum § [ehr anfe s
IS d R &6 T 5T €. 39k Afaiw T
e, e faumr fafve &eftw st
FHTAfe T fafus TRIeTEr gRT ot TR Sk bl
T, STk Hfar=t SFT-ar T 8?2

sft W Qe # ooy A Ut WA
2[STIIY YT 9T AT §. H 8X & o HIfHeh! T
T 37T S ST SheT TS AT § . IR &

e 37T GHETstt oht G A & 7.

T, U o Ul B 3T ST SHIAT UUE hId
&?

it 7= qed: TH a7 T THa (o 987 shicH
BT, frT oft Feft et firerar @ o & Sfta g,

fehopa S@HT 1 T AT TedT, Wi
ST U0 T THE i 5.

RIS, STYA, Fiaer SR S Z¥ TR TF FH4 T 31T - 37 9

15.

16.

17.

Teh hTdUTeTsh 39Teh o ®U W ¥<el deh

3 Sfear & erTdl STATaRuT SMUeh! ShET o TaT
2?

St W5 glat: Uh ShiuTeieh 9e3Teh o &Y § T
Tg WY T Y WA ® R T ok 3 Ifgar #
T2 STATERT 95 3Te3T 7. I T2l o TE= &
e IO WA U WE1E © 31T 78T e HI

JEe FTIUI T

3T AT Aok 3N Sfear o WiasT sht ahdr
@A R?

ol TElt Sk ® ST EHE §T & H vl ayfrent
¥ TR 3T R . ok F: (e & 9 T it T A
¢ &1 8. Tt ITaee 3sT %l T W § S
S % HTEIART TR H WY ®9 T uietad €
TR, AT fa9 © Uge sfop o1 gfean ot wiesr
NIECATS S

T, TeTd-TeTd 4t A<eATgel oh Tl 3Rt
T EITE?

it Mg qg: I A hrdRd Ot TZarrgad
& feTq BYT T8} Te9T § fof o B¢ & X Uep 21
o ¥ | THeTS[el oY T hY a0 IET §
Tl T AfTH ohl STk 9ar1 & Tt AIase
W sieh o fefstaet UTeeral ohT TATT She ©T
g 37U UTeeht okt off 37 IET o TATT o faw
Ufia . Gganse g &9 9 vraT ¥ 9Tl
feret ST 378 @Tal bl SheaTe ehiah T
dor | @C. Wt Ygese Afganet o1 g
Y AT sloh ol SHeETd T ohl 8T TUe YaTE
F. A T, oo T 9l A g sERt wt
fafea 2.

® oo



TISTET TS aTT, T HETerd §RT A5 Shiaierd UGt oGS H ehTed R gt eht Hifieh & 1 ¥ i I 3T g, =8 feoett
Y feieR 14.09.2024 T AV AES HIAT TTHTET THEAT H T JEHT 1108 ol T B T8 TSI, WA G
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g AIThehioT

<Fr S S TS S 3 ST S o 5 S Y 9K g
T 1, 3R IR G Y T5AT . T A S o o
T T S TEW. A I e R oF [ @ fobg A o forr
T T IS AT TR ], i 4T T S R T € 3
THER Y H 2 O guR Ft A ae e S 8. g0 ga &
e Y T T Heeaqul T § TR 9% W o ®9 F g AT
T A1 I A7 TR 3T 9 | Teh T&¥ 1 Goherel | AR ol
TEIYUT ANTE TET R, TS 9 T 37 T § S Afearai o
forehTe T & GUR o1 ey faft 2.

T ok e STeATE § e qui ST e, R STet Afgeredt
TSI §, Tt S ff s €. ¢ o i U,
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Global'Monetary,Policy,- Learnings for;India

1. Introduction

In an era of heightened global interconnectivity, the
monetary policies implemented by leading economic
nations have significant repercussions that transcend
their national boundaries. As one of the most rapidly
expanding economies and a pivotal participant in the
global marketplace, India is particularly vulnerable to
the cascading effects of international monetary actions.
This article investigates the intricate relationship
between global monetary policy and its diverse impacts
on the Indian economy, highlighting both the challenges
and opportunities that emerge from this complex
economic interplay.

The actions of central banks in major economies such
as the United States, the European Union, Japan, and
China have ramifications that go beyond their internal
markets; they also impact emerging economies like
India. These ramifications include fluctuations in
exchange rates, changes in capital flows, and effects on
trade patterns and inflation levels, demonstrating the
significant and varied consequences of global monetary
policy. As India becomes more intertwined with the
global economy, it is imperative for policymakers,
businesses, and the general public to recognize and
understand these influences.

2. Overview of Global Monetary Policy

Global monetary policy refers to the strategies
employed by central banks worldwide to regulate
their economies through the management of money
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supply, interest rates, and other financial tools. The
primary objectives of monetary policy typically
include price stability, economic growth, and
financial stability.

In recent years, central banks around the world have
implemented a range of unconventional monetary
policies, particularly in response to the 2008 financial
crisis and the COVID-19 pandemic. These policies have
included quantitative easing, negative interest rates,
and forward guidance. The actions of major central
banks, such as the Federal Reserve, the European
Central Bank, the Bank of Japan, and the People's Bank
of China, have significant spillover effects on other
economies, including India.

The primary functions of monetary policy are to:
Price Stability:
1. Control inflation

2. Prevent deflation

Economic Growth:
1. Stimulate economic activity

2. Manage economic cycles

Financial Stability:
1. Ensure a stable financial system

2. Prevent financial crises
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Exchange Rate Management:
1. Influence currency values

2. Promote export competitiveness

The worldwide scope of these policies signifies that
decisions made by key central banks, particularly
the U.S. Federal Reserve, the European Central Bank,
the Bank of Japan, and the People's Bank of China,
have profound spillover effects on other economies.
These spillovers transpire through multiple channels,
including variations in exchange rates, -capital
movement, trade relations, and the overall state of
global financial conditions.

Benchmark interest rate of major Central Banks

Year | Fed Funds European Bo]J Policy
Rate Central Rate
Bank (ECB)
Refinancing
Rate
2008 0.25 - 0.1
2011 0.25 1 0.1
2014 0.25 0.05 0.1
2017 1.5 0 -0.1
2020 0.25 0 -0.1
2023 5.33 4 -0.1

Source: Central Banks’ website

This table illustrates the trend of interest rates set by
the Federal Reserve (Fed), European Central Bank
(ECB), and Bank of Japan (Bo]) from 2008 to 2023. It
clearly shows the dramatic drop in rates following the
2008 financial crisis, the prolonged period of near-zero
rates, and the recent rise in rates, particularly for the
Fed and ECB.

The U.S. Federal Reserve (Fed)- The Federal Reserve,
serving as the central bank of the world's largest
economy and the issuer of the primary reserve currency,
significantly influences the dynamics of international
markets through its policies. Following the financial
crisis of 2008, the Fed maintained interest rates at near-
zero levels for seven years. It initiated a normalization
of its policy in 2015 but reversed this trend in 2019
due to emerging economic concerns. In March 2020, in
reaction to the COVID-19 pandemic, the Fed once again
reduced rates to near-zero.

The European Central Bank (ECB)- In 2014, the
European Central Bank (ECB) adopted negative
deposit rates to counteract deflationary pressures
and encourage lending. The ECB has also executed

various asset purchase programs, including the
Pandemic Emergency Purchase Programme (PEPP),
in response to the COVID-19 crisis. This initiative
involved the purchase of €1.85 trillion in assets from
March 2020 to March 2022. Additionally, the ECB has
utilized Targeted Longer-Term Refinancing Operations
(TLTROs) to provide banks with long-term loans aimed
at stimulating lending to the real economy. The RBI
has implemented TLTROs to channel liquidity towards
specific sectors of the economy, particularly those
facing credit constraints.

While both the RBI and the ECB have utilized TLTROs
to achieve specific policy objectives, the specific design
and implementation of these operations can vary based
on the prevailing economic conditions and policy
priorities of each central bank.

The Bank of Japan (Bo]J)

Japan's monetary policy evolution stands as a unique
case study in unconventional central banking, with
the Bank of Japan (Bo]) implementing three major
innovative measures to combat persistent deflation:
yield curve control (YCC), introduced in 2016, which
targets both short and long-term interest rates by
keeping 10-year government bond yields near zero;
an aggressive asset purchase program initiated in
2013 that has expanded to include government
bonds, corporate bonds, and ETFs, resulting in a
balance sheet larger than Japan's GDP by 2024; and
the introduction of negative interest rates in 2016,
where commercial banks are charged for excess
reserves held at the central bank, all aimed at
stimulating lending, investment, and consumption
to break free from the deflationary spiral that has
challenged the Japanese economy for decades.
The Bank of Japan (BoJ) implemented a series of
unconventional monetary policies in response to the
COVID-19 pandemic, including yield curve control
and massive asset purchases. These measures aimed
to stimulate the Japanese economy and combat
deflation.

The People's Bank of China (PBoC)

China's central bank, the People's Bank of China
(PBOC), has demonstrated a distinct approach to
monetary policy since the 2008 financial crisis, initially
responding with a massive stimulus package and credit
expansion to maintain growth targets, followed by a
period of careful tightening to address debt concerns
during 2015-2017, then shifting to targeted support
measures including reserve requirement ratio (RRR)
cuts and medium-term lending facility operations
during 2018-2019 to combat economic slowdown and
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trade tensions. The PBOC's post-pandemic response
involved a more measured approach compared to
Western central banks, focusing on targeted support
rather than broad-based stimulus, while managing
challenges in the property sector and local government
debt through various monetary tools including RRR
cuts, interest rate adjustments, and liquidity injections.

India's economy is significantly influenced by global
liquidity trends. Increased foreign investment inflows
can strengthen the rupee but may also reduce export
competitiveness. Additionally, excess global liquidity
can contribute to domestic inflationary pressures,
making monetary policy management challenging.
The risk of sudden capital flow reversals in case of
rapid global liquidity tightening further complicates
the scenario. Understanding these dynamics is
crucial for India to navigate its economic growth
and monetary policy effectively in an interconnected
global economy:.

Impact on Indian Economy

India, a major emerging market with a robust growth
trajectory and a large, young population, is significantly
influenced by global monetary policy. As a services-
led economy with a significant current account deficit,
India's external sector is particularly sensitive to
global liquidity conditions. While its financial markets
are increasingly integrated with global markets, the
country still grapples with inflation and a high fiscal
deficit. This complex economic context makes India
more susceptible than many other economies to both
positive and negative spillovers from global monetary
policy decisions.

Global monetary policy particularly that of major
central banks like the U.S. Federal Reserve, significantly
impacts India through various channels:

India's economy is significantly influenced by global
monetary policy through various channels:

e Exchange Rate Fluctuations: Changes in
global interest rates can lead to fluctuations in
exchange rates, affecting India's trade balance and
competitiveness.

e Capital Flows: Shifts in global monetary policy can
impact capital flows to and from India, influencing
domestic liquidity conditions and asset prices.

o Inflation: Global inflationary pressures can spill
over to India, affecting domestic price levels and
the RBI's monetary policy stance.

e Financial Market Volatility: Changes in global
financial conditions, often driven by monetary
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policy decisions, can lead to increased volatility in
Indian financial markets.

Fed Funds Rate vs INR/USD exchange rate

INR/USD Exchange Rate

-
2020 2023

——Fed Funds Rate

2008 2011 2014 2017

Source: world bank

The graph aims to visually demonstrate how changes
in U.S. monetary policy (represented by the Fed Funds
Rate) correlate with fluctuations in the Indian Rupee's
value against the U.S. Dollar.

The Fed Funds Rate has a significant impact on the
INR/USD exchange rate. Generally, a low Fed rate
strengthens the Rupee, while a high Fed rate weakens
it. However, other economic factors and global events
can also influence the Rupee's value. While the 2008-
2011 period saw Rupee appreciation due to low Fed
rates, subsequent periods have shown more complex
relationships. The 2014-2017 and 2023 periods, with
rising Fed rates, led to Rupee depreciation. The 2020
period, despite low Fed rates, saw Rupee weakness due
to COVID-19 related global economic uncertainties.

Comparing Policy Actions

Current policy rate of major central banks

Name of Current | Previous | Date of Last change
Country | Rate (%) | Rate (%)

USA 5.0 5.5 19* September 2024
Canada 3.75 4.25 23" October 2024
Eurozone 3.40 3.65 17% October 2024
Japan 0.25 0.10 31t July 2024

China 3.10 3.35 21t October 2024
UK 5.0 5.25 1t August 2024
India 6.50 6.25 8% February 2023

The policies enacted by major central banks form a
intricate network of global financial conditions that
have a profound effect on emerging markets such as
India. The decisions made by these institutions shape
global interest rates, capital movements, currency
values, and risk tolerance, all of which exert both direct
and indirect influences on the Indian economy.

In the United States, inflation surged significantly,
reaching a peak of 9.1% in June 2022. In response
to this inflationary challenge, the Federal Reserve
implemented a series of stringent monetary policy
actions and opted to halt rate increases in June
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2023. The Federal Reserve and the Reserve Bank of
India (RBI) adopted contrasting approaches in their
monetary policies to address inflationary pressures
during 2022 and 2023. The Fed took a more aggressive
stance, raising interest rates by a cumulative 525 basis
points from March 2022 to July 2023, with the objective
of slowing economic activity and reducing demand to
manage inflation. In contrast, the RBI pursued a more
measured approach, increasing interest rates by 250
basis points from May 2022 to February 2023, carefully
balancing the need for inflation control with the goal
of promoting economic growth. Additionally, the RBI
implemented specific measures to absorb excess
liquidity from the financial system. While the Fed's
decisive actions successfully reduced inflation by late
2023, they also had wider repercussions for economic
growth and the labor market. In response to these
developments, the Fed executed a 50-basis-point rate
cutin September 2024.

As the global economy began to show signs of recovery
and inflationary pressures became increasingly
evident, the European Central Bank (ECB) adjusted its
monetary policy approach, gradually steering towards
normalization. This transition involved a notable
increase in interest rates by 425 basis points from July
2022 to July 2023, coupled with a deceleration in the
pace of asset purchases. However, as the economic
landscape shifted and deflationary risks surfaced, the
ECB opted to reverse its previous stance. On October 17,
2024, the ECB reduced its key interest rates by 25 basis
points, a strategic move aimed at further stimulating
economic growth and addressing deflationary concerns
within the Eurozone.

In response to escalating global inflationary pressures,
the Bank of Japan (BoJ) began to modify its policy
stance. In July 2024, the Bo] implemented a significant
policy change by raising its short-term interest rate
target from -0.1% to 0.25%, marking the first increase

in over a decade. This was a response to the end of
deflationary zone and to stimulate growth and inflation.
Additionally, the Bo] revised its yield curve control
policy to allow for greater flexibility in the movement
of long-term interest rates.

Over the past few years, specifically from 2022 to
2024, the People's Bank of China (PBOC) has adopted
a relatively accommodative monetary stance while
refraining from aggressive easing measures. This
approachhasbeenaimedatbalancingvariousobjectives,
including maintaining yuan stability, controlling
inflation, and supporting economic growth, particularly
as the nation faces challenges within its property sector
and seeks to transition towards a consumption-driven
economy. On October 22, 2024, the PBOC took action by
cutting two key interest rates, reducing both the one-
year and five-year Loan Prime Rates (LPRs) by 25 basis
points. This decision is intended to stimulate lending
and investment, especially in the real estate sector,
which has been a significant impediment to economic
growth.

In summary, the policies of major central banks create
a complex web of global financial conditions that have
significantimplications for emerging markets like India.
Their decisions influence global interest rates, capital
flows, exchange rates, and risk appetites, all of which
have direct and indirect effects on the Indian economy.
Understanding these interconnections is crucial for
policymakers and investors in India to navigate the
challenges and opportunities presented by the global
financial landscape.

Ms. Shailja Jatiani
Economist
CCRD
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