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Central Banks as Insurers

Low and Stable Inflation is a Primary Mandate of the Central Bank
* Provides an insurance to savers’ money

* Consumption:
e Poor are hurt more by high and volatile inflation
* A major proportion of people wages are not indexed to inflation.

* Cost projections become difficult.
* Revenue uncertainty




Central Banks as Insurers

Financial Stability is also Responsibility of the Central Bank
* Reduces Risks emanating from the Financial System.

* Lender of Last Resort

* Macro prudential as well as micro-prudential policies.

Deposit insurance




The Role of Reserve Bank as a Shock
Absorber During the Pandemic




Outcome: India Bounced Back
Stronger

— Real GDP growth (Annual percent change) 6.8
— Inflation rate, average consumer prices (Annual percent change) 4.6
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~.. Looking Ahead: Major Risk Factors .
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1. Global Growth: A Slow Recovery

Growth Forecast Across Countries
Global Growth
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Projected Fed Funds Rate

Higher for Longer

2. Global interest rates
Chart: US Federal Funds Effective Rate
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3. Public Debt as a Percentage of GDP 1900-2021
(46 EMES)
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4. Geopolitical Risks Have Become Prominent

Geopolitical Risk Indicator Drewry World Container Index
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5. Climate Change

India is Witnessing Frequent and Extreme Weather Events

Spatial Distribution of Unseasonal Rains in India during Average Number of Heat Wave
1998-2022 Days in India during 2010-2022
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5. Climate Change

All Geographical Regions in India are Exposed to Extreme Weather
Events

Number of Natural Disasters in India
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Thar Desert Great Himalayas Indo-Gangetic Plain Heatwaves
Landslides River floods
Cloudbursts Heatwaves
Melting of glaciers Thunderstorms

Coastal Plains and Ghats Central Peninsula Plateau
Heavy precipitation Heatwaves
Urban floods Increasing risk of forest fires Cyclones

Droughts
Landslides



6. Demographic Dividend

Ageing Economies

Ageing Economies

Population Projections: India vis-a-vis




Looking ahead for India

e India to be an outlier in global growth for years to
come

e Inflation remaining low and stable to boost growth.
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