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The RBI highlighted that forex
interventiqn is onlyused to curb
exc€ssive Exchange rate volatility.
It also strongly disagreed with
staffs assessment that the inter-
ventionexceeded levels necessary
to address disorderly market con-
ditions, and contributed to the
rupee-dollar exchange rate mov-
ing within a narrow range since
December 2022, the IMF noted in
the report.

"The RBI stronglybelieves that
such aview is incorrect as, in their
view, it uses data selectively. In
their view, staff's assessment is
short-term and restricted to the
last 5-8 months without any ratio-

nale for the same, and if a longer-
term view of 2-5 years is taken,
staffs assessment would fail," the
fund added in the report.

The Washington-based lender
said while forex intervention
should be part ofthe policytoolkit
in dealing with external shocks, it
should onlybe gsed under certain
circumstances,' The RBI, however, said the
exchange rate's stability in 2023
reflects the strength ofmacroeco-
nomic fundamentals and
improvements in india's external
position, particularly significant
moderation in the current account
deficit (CAD) and revirral of capital
flows on the backof a comfortable
foreign exchange reserves buffer,
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