Focus muststay on
coreinflation: Das

BHASKAR DUTTA & MANOJIT SAHA
Mumbai, 13 January

Headline retail inflation may have fallen
within the Reserve Bank of India’s (RBI’s)
tolerance band, but core inflation remains
uncomfortably high and the central bank’s
focus is on the metric, Governor Shaktikanta
Das said on Friday.

“Core inflation is around 6.1 per cent, and
the previous month (it) was about 6 per cent.
Although the momentum of core inflation
within that seems to have slightly moder-
ated, the point remains that core inflation
remains sticky at 6 per cent and that is not
a very comfortable number to deal with,”
Das said at Business Today’s Banking and
Economy Summit.

“... We have to be very vigilant,” he said.

The data released Thursday showed that
India’s CPI inflation fell to 5.72 per cent in
December as against 5.88 per cent in
November.

The RBI’s target for CPI inflation is 4 per
cent while its tolerance band is 2-6 per cent.

Core inflation, which strips out the vol-
atile components of food and fuel, has been
above 6 per cent for some months now.

Das acknowledged a large part of the
decline in headline CPI (consumer price
index) inflation in December was owing to
a decline in food prices.
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meeting included Minister of
State for Planning Rao
Inderjit Singh; NITI Aayog
Vice Chairman Suman Bery;
P K Mishra, principal secre-
tary to the PM; Cabinet Secr-
etary Rajiv Gauba; CEA V
Anantha Nageswaran; NITI
Aayog CEO Parameswaran
Iyer; and other members of
the NITI Aayog.

Alibaba...

A Tencent spokesperson
declined to comment, while
an Alibaba spokesperson
didn’t respond to a request
for comment. “To me, the
news is slightly positive,”
said Banny Lam, head of
research at Ceb International
Inv. “The two have been
struggling with the issues of
crackdown in recent years.
For both Alibaba and
Tencent, the government
stake could potentially help
them to get greenlights to do
businesses in new areas and
lower the risks of further
clampdown by the regu-
lators.”

Das...

“Inflation (coming down) is
mainly due to the softening
of food inflation,” he said.

The RBI raised the repo
rate by 225 basis points in
2022. The central bank’s next
policy statement is on
February 8. Supply-side
measures taken by the gov-
ernment, along with the eas-
ing of supply-chain bottle-
necks both globally and the
rate hikes already delivered
by the central bank, would
play a role in bringing down
core inflation, Das said.

He cited the steps taken
by the government last year
such as the reduction in
taxes on fuels.

While stating the RBI had
taken the right decision
regarding the timing of the
rate hikes and therefore
ensured that economic
growth did not suffer too
much, Das said it took seven
to eight months for the
impact of monetary policy
actions to play out on infla-
tion. Commenting on the
rupee’s exchange rate, Das
said he did not wish to judge
whether it was stronger or
weaker and it was a market-
determined phenomenon.
In response to a question on
the rupee’s depreciation,
however, he said China had
grown to where it was now
on the back of a weak cur-
rency. The rupee depreciated
10 per cent against the dollar
in2022.

Das said India’s current
account deficit (CAD) in the
current year would be
“eminently manageable” as
far as the RBI was concerned.
India’s CAD shot up to a
nine-year high of 4.4 per cent
in July-September.

“October and November
— the situation is showing a
great amount of improve-
ment. The merchandise
trade deficit is moderating,
imports have come down,
benefiting also from the
decline in commodity prices.
On the other hand, services
exports have picked up and
they are doing very well at
the moment,” he said.

“So far as the financing of
the current account deficit is
concerned, remittances are
doing very well. The World
Bank projects that India will

receive $100 billion of remit-
tances this year,” he said.

Commenting on whether
the pick-up in credit demand
canlead toariseinbad loans
like earlier, Das said apart
from the regulator enhanc-
ing its supervisory architec-
ture, banks were also mind-
ful of the past, and that a
culture of prudence had
been developed in the bank-
ing sector.

The governor is hopeful
that credit demand from the
corporate sector will pick up
along with the revival of pri-
vate capital expenditure.
“Credit growth is large in
retail so far in this cycle. The
sense that I get from our
interaction with bankers is
that they have started receiv-
ing proposals for wholesale
credit,” he said.

Das said the corporate
sector was resorting to the
overseas market for their
funding requirements in the
recent years but now the
focus had shifted to domes-
ticbanks as interest rates had
hardened in overseas mar-
kets. “The private capex
cycle is showing some signs
of improvement and going
forward it should pick up
further. Capacity utilisation
for the manufacturing sector
is around 75 per cent.”

Adani...

After the FPO, partly paid-up
shares of AEL will be traded
separately on the bourses
and could trade at a pre-
mium to the fully paid-up
shares. “The exact size of the
first trance will be finalised
soon and will hinge on inves-
tor feedback from the road-



