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Indian Economic Scene

The GDP growth in the year 2000-2001 is
around 6.0 per cent as compared with 6.4 per cent
and 6.6 per cent in the previous two years. The
overall growth performance of the industrial sector
during 2000-01 is estimated to be somewhat lower
than that in the previous year. As per RBI
estimates, the growth in agricultural sector was at
0.9 per cent during 2000-01 as against 0.7 per cent
in the previous year, Service sector has shown a
continued growth path.

Inflation

The annual rate of inflation on a point-to-point
basis as measured by variations in the wholesale
price index (base 1993-94 = 100) worked out to 4.9
per cent in 2000-01 as against 6.8 per cent a year ago.

The rise in WPI was mainly due to increase in
prices of ‘fuel, power, light and lubricants’ sub-group
(weight 14.2) which recorded a substantial increase
of 15.3 per cent on top of an increase of 26.9 per
cent a year ago. Inflation as reflected in consumer
price index (CPI) was much lower at 3.0 per cent on
a point-to-point basis and 4.0 per cent on an average
basis up to end-February 2001.

Excluding the petroleum sub-group, the
inflation rate was 2.6 per cent as on March 31,
2001. The external sector was also comfortable
during the year as a whole with exports doing well
and current account deficit expected to be
considerably lower than 2.0 per cent of GDP.

Fiscal Deficit

As per the revised estimates in the Union
Budget, the fiscal deficit of the Central Government
for 2000-01 was placed at Rs.1,11,972 crore as
against budget estimate of Rs.1,11,275 crore. This
containment of fiscal deficit facilitated the task of
monetary and debt management as the market-
borrowing programme of the Central Government of
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& faraatoor @t wiafeforg a2 |

FEd 2001 H o T H o farerenTh @y %
HIOT AT %) A9 A ) §Ea gL I ford 9%
3 g # Treq T g IS B BT R

2)

p it R 2000-2004

ANNUAL REPORT 2000-2001

Rs.1,15,183 crore (gross) could be put through
without undue pressure on interest rates.

Money Supply

During 2000-01, the annual growth in money
supply (M,) on a point-to-point basis was higher at
16.2 per cent as against 14.6 per cent a year ago.
This overall monetary expansion captured large
inflows amounting to Rs.25,662 crore of India
Millennium Deposits (IMD). Net of IMD inflows, the
annual growth in M, would work out to 13.9 per
cent. Among the components, the growth in
aggregate deposits of the scheduled commercial
banks at 16.5 per cent was higher than that of 13.9
per cent in the previous year.

Flow of Funds

The total flow of funds from scheduled
commercial banks to the commercial sector including
banks’ investments in bonds /debentures / shares of
public sector undertakings and private corporate
sector, commercial paper, etc. is estimated at about
Rs.71,500 crore (15.1 per cent) as against Rs.71,600
crore {17.9 per cent) in the previous year. Total flow
of resources to the commercial sector, including
capital issues, global depository receipts (GDRs) and
borrowing from financial institutions are placed at
about Rs.1,49,000 crore as compared with
Rs.1,38,000 crore in the previous year.

Gujarat Earthquake

The Gujarat earthquake has caused
considerable damage. While the immediate loss of
production may not be sizeable, the cost of
restoration of infrastructure is expected to cause a
fiscal strain on the state reflecting loss of revenue
and financing of relief and rehabilitation.

In view of the devastating effect of earthquake
in the state of Gujarat in January 2001 resulting in
widespread damage to the properties and heavy loss
of life, RBI announced a package of relief measures
for the State.
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External Developments

There was a decline in India’s foreign currency
assets by US $ 2.5 billion in the first six months of
the year. This was due to continued high oil prices,
combined with successive increases in interest rates
in USA and Europe and lower capital inflows. The
second half of the year, however, saw a sharp
turnaround in the forex market. India’s foreign
currency assets increased by about US $ 7.0 billion,
and exchange rate movements were generally orderly
and range-bound. This favorable development was
largely due to restoration of confidence in India’s
external prospects as witnessed from the huge
success of IMD issue, which attracted deposits of
US $ 5.5 billion.

Forex Reserves

Reserves in the first half of the year averaged
US $ 36.7 billion, which was séveral times higher
than the additional cost of oil imports or even the
size of anticipated current account deficit. Exports
also did well throughout the year.

Exports

The export recovery that started during 1999-
2000, gained further momentum during the year as
exports recorded an increase of 18.7 per cent during
the first eleven months of 2000-2001 on top of an
increase of 11.1 per cent during the corresponding
period of previous year. The increase in the exports
was mostly on account of manufactured products,
viz. engineering goods, leather and manufactured
chemicals and allied products and petroleum.

Imports

Imports on the other hand grew by a lower rate
of 8.0 per cent as compared with 10.5 per cent in
1999-2000.

Trade Deficit

Higher growth in exports and lower growth in
imports resulted in a lower trade deficit at US § 5.7
billion as compared with US $ 8.6 billion in the
previous year.
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ATE 2001 W FH-G-aY YR W AT Al
St % T H gfg w0 B w0 a9 gd F 23.0 wiawd w5
gt | 15.6 wiawd © W | w9 wfag@ gfe F g,

4)

R iivF e 2000-2001

ANNUAL REPORT 2000-2001

Simplification of Procedures for Export Credit

During the year under report, Reserve Bank of
India further simplified the procedures for export
credit, such as a) adopting a flexible approach in
negotiating bills drawn against LCs over and above the
sanctioned limits b) delegating discretionary / higher
sanctioning powers to branches c¢) authorisation to
branches for disbursing a certain percentage of
enhanced / ad-hoc limits pending sanction d) to
incorporate all sanctions including waiver of submission
of order / L.C for every disbursal and export credit and
submission of a statement of orders/LCs in hand at
periodical intervals in the sanction letter and e) advise
ECGC immediately about the terms of sanction to
facilitate faster claim settlement.

Banking Scenario

Major performance indicators of banking
industry during the year 2000-2001 were as under.

Bank Deposit

All the scheduled commercial banks have
aggregate deposits of Rs.9,83,268 crore, as on the
last Friday of March 2001. The rise in deposits is
of Rs.1,41,301 crore. Deposits with scheduled
commercial banks on year on year basis grew by
15.5 per cent as of March 2001. Annual growth in
deposits from April to October 2000 was in the
range of 15 to 16 per cent. However, following the
IMD inflows, deposits growth went up and remained
in the range of 17-18 per cent.

Bank Credit

Ag on the last Friday of March 2001, Bank
Credit stood at Rs.b,24,945 crore, showing a rise of
Rs.75,380 crore. The credit deposit ratio stood at
53.4 per cent ag at March 2001.

As of March 2001, growth in credit by
scheduled commercial banks slowed down to 15.6 per
cent on year-on-year basis against 23.0 per cent a
vear ago. In spite of lower percentage growth,
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