
MANOJIT SAHA 

Mumbai, 20 September 

The gap between credit and deposit 
growth in banks, which has 
been a major con-
cern for the Reserve 
Bank of India (RBI) 
over the past two 
years, is finally nar-
rowing, according 
to the latest State 
of the Economy 
report released 
by the central 
bank on Friday. 

As on September 6, the gap 
had shrunk to just over 200 basis points 
(bps), down from more than 700 bps at 
the start of 2024. Loan growth in banks 
had moderated to 13.3 per cent, while 
deposit growth had climbed to over 11 
per cent. 

“In the credit market, with deposit 
mobilisation becoming a challenge, 
banks continue to rely heavily on cer-
tificates of deposit to meet funding 
needs so that lagging deposit growth 
does not constrain credit,” stated the 
report, which is part of the monthly RBI 
Bulletin. 

It further observed that banks are 
offering higher interest rates on 
deposits, with more than two-thirds of 

term deposits now earning 7 per cent 
or more. “The gap between credit and 
deposit growth is, however, beginning 
to narrow,” stated the report, which has 
been authored by RBI staffers but  
does not represent the banking regu-
lator’s views. 
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RBI report: Gap in credit, 
deposit growth shrinking 
but challenges remain

Source: Bloomberg/RBI 
Compiled by BS Research Bureau 

IT’S NARROWING 
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RBI BUYS $6.93 BN IN JULY             

OUTWARD REMITTANCES UNDER 
LRS INCREASE 16.7% TO $2.7 BN

NBFCs DIVERSIFY FUNDING SOURCES
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During the August review of 
the monetary policy, RBI 
Governor Shaktikanta Das cau-
tioned banks against relying 
too heavily on short-term non-
retail deposits and other liabil-
ity instruments to meet the 
incremental credit demand.  

The State of the Economy 
report also had a cautionary 
note for microfinance institu-
tions, asking them to slow 
down loan growth amid build-
ing up of non-performing 
assets (NPAs). “Microfinance 
institutions are facing some 
asset quality issues, warranting 
slowing down the pace of loan 
growth,” it warned. 

A separate caution was 
raised for the private credit 
market. Rough estimates, 
according to the report, suggest 
private credit assets under 
management at around $15 bil-
lion. Fintech lenders, which 
now hold over 52 per cent of the 
market share in personal loans, 
are increasingly turning to pri-
vate credit for funding and 
sources diversification. "The 
resilience of private credit in a 

credit downturn, however, 
remains untested," the report 
further said. 

On the inflation front, the 
State of the Economy report 
hailed the fact that headline 
retail inflation has remained 
below the RBI's 4 per cent tar-
get as a “positive development”. 
It also noted that the vegetable 
price shocks that drove food 
inflation in the first quarter of 
2024-25 are starting to reverse, 
suggesting that the inflationary 
persistence “may be behind 
us”. 

While an unfavourable base 
effect could influence the 
September inflation figure, the 
report highlighted that the out-
look for  
international crude prices has 
turned benign and is likely to 
remain so.  

"The prospects of headline 
inflation averaging 4.5 per cent 
in the second half of 2024-25, 
as set out in the August 2024 
resolution of the monetary pol-
icy committee, have 
improved,” it said, while warn-
ing that food price volatility 

remains a contingent risk given 
recent trends. 

With headline inflation eas-
ing, household consumption is 
expected to have picked up in 
the July-September quarter, 
buoyed by a revival in rural 
demand. “Yet another con-
sumption booster is the ramp-
ing up of hiring by e-commerce 
majors ahead of the festival sea-
son, not just in the metros but 
in tier 2 and 3 cities, as well,” it 
said, and noted demand for 
fast-moving consumer goods 
(FMCG) is accelerating, as com-
panies increasingly target older 
consumers with healthy 
lifestyle products in response 
to rising life expectancy. 

On the Q1 GDP figures, the 
RBI staffers’ report pointed to 
strong domestic drivers, partic-
ularly private consumption 
and gross fixed investment. Net 
exports also provided sequen-
tial support to GDP growth. 
“The underperformance of 
agriculture was compensated 
for by a buoyant manufactur-
ing sector and resilient servic-
es,” it added.

SHREYA NANDI 
New Delhi, 20 September 

India informed the World Trade 
Organisation (WTO) that it has 
decided to impose retaliatory 

measures against the European 
Union’s (EU’s) steel tariffs that has 
been in effect since 2018, and was 
extended till June 2026. 

The move comes after bilateral 
engagements with the trade bloc had 
failed earlier this year. 

While India did not share the 
details of the retaliatory measures, it 
said it will “increase tariffs on select 
products originating in the EU.”  

Over a five-year period, roughly 
$4.4 billion worth India’s exports have 
been impacted and the EU has collect-
ed import duty worth $1.1 billion due 

to the imposition of these tariffs. 
India said it will impose an equiva-

lent amount of duty on the goods  
originating from the EU. “India hereby 
informs that from the year 2018 to 2023 
the safeguard measures have resulted 
in cumulative trade loss for India to 
the tune of $4.412 billion on which the 

duty collection would be $1.103 billion. 
Accordingly, India’s proposed suspen-
sion of concessions would result in an 
equivalent amount of duty collected 
from products originating in the EU,” 
India informed the WTO on Thursday. 

“India reserves its right to effectu-
ate the proposed suspension immedi-

ately and adjust the products as well 
as the tariff rates,” New Delhi said, 
adding that it will inform the WTO on 
the next appropriate steps. 

Provisional safeguard measure on 
imports of certain steel products was 
first imposed in 2018 on 26 varieties of 
steel.  

The safeguard measure took the 
form of a tariff rate quota and any steel 
beyond the quota was subjected to 25 
per cent additional tariff. 

The idea was to ‘prevent economic 
damage’ for EU steel producers, amid 
high global steel overcapacity, surge of 
exports from China via Asian nations 
to the trade bloc. 

While the measure was  
supposed to be put in place till June 
2021, it was later extended till  
30 June, 2024.  

RBI asks microfinance 
institutions to slow 
down loan growth

Ours is a great impact story: PhysicsWallah co-founder

Govt to take retaliatory steps

SHIKHA CHATURVEDI 
New Delhi, 20 September 

Aam Aadmi Party (AAP) leader Arvind 
Kejriwal resigned as Delhi’s Chief Minister 
on Tuesday, two days after being released 
from prison on bail. His resignation 
turned attention to his government’s per-
formance and that of Sheila Dikshit, the 
Congress leader he defeated. 

Comparing the last 10 years of Dikshit’s 
15-year tenure from 2004-05 to 2013-14 
and that of Kejriwal from 2014-15 to 2023-
24 shows Dikshit achieved an average eco-
nomic growth rate of 9.2 per cent,  
surpassing India’s, while Kejriwal’s gov-
ernment recorded a 5.6 per cent growth 
rate, a shade lower growth rate than  
India (chart 1). 

Under Kejriwal, Delhi’s capital outlay 
as a percentage of the gross state domestic 
product declined. The proportion peaked 
at 2.79 per cent in 2009-10 — before his 
chief ministerial tenure — but declined 
intermittently before rising in 2020-21. It 
was sub-one per cent from 2015-16 to 
2020-21. Delhi’s own tax revenue as a per-
centage of total revenue receipts was 
robust during the two Chief Ministers’ 
tenures and reached a high of 92.63 per 
cent in 2013-14. 

Capital outlay has been rising since 
2021-22 but has not touched 2 per cent 
(chart 2). 

During Kejriwal’s term, the city’s  
revenue surplus was lower than it was 
under Dikshit. Even then, fiscal deficit 
was smaller under Kejriwal, likely  
due to a compression in capital  
outlay and which resulted in lower gov-
ernment debt as a proportion of Delhi’s 
economy (chart 3).

1: GROWTH TRAJECTORY

Note: GDP and GSDP from 2004-05 to 2011-12 are at factor cost 
and from 2012-13 to 2023-24 are at market price. Figures for 
2004-05 are on the base year of 1999-00, those from 2005-06 to 
2011-12 are on the base year 2004-05, and those from 2012-13 to 
2023-24 are on the base year of 2011-12. 2004-05 to 2013-14 
broadly represents Sheila Dikshit's tenure and 2014-15 to 2023-24 
represents Arvind Kejriwal's tenure 
Source: RBI, MOSPI, CMIE, Business Standard calculations 

Note: GDP and GSDP from 2004-
05 to 2011-12 are at factor cost 
and from 2012-13 to 2023-24 are 
at market price. 2004-05 to 
2013-14 broadly represents 
Sheila Dikshit's tenure and 2014-
15 to 2023-24 represents Arvind 
Kejriwal's tenure 
Source: RBI, PRS Legislative 
Research

GDP and GSDP growth rate at constant  
prices (in %)

2: CAPITAL OUTLAY AND OWN  
    TAX REVENUE (in %)

3: FISCAL 
COMPARISON  
As a share of gross state 
domestic product (in %) 

Note: GDP and GSDP from 2004-05 to 2011-12 are at factor cost 
and from 2012-13 to 2023-24 are at market price. 2004-05 to 
2013-14 broadly represents Sheila Dikshit's tenure and 2014-15 to 
2023-24 represents Arvind Kejriwal's tenure 
Source: RBI, State Budgets, PRS Legislative Research, Business 
Standard calculations 

IN DELHI, A  
TALE OF TWO  

CHIEF MINISTERS 
How Sheila Dikshit and  

Arvind Kejriwal have shaped  
the national capital's economy

“This comes on the back of 
strong, sustainable year-on-
year (Y-o-Y) growth. In fact, 
FY25 is going to be the year of 
the largest absolute profitabili-
ty for the PW group. There are 
no good or bad markets, only 
good or bad stories, and ours is 
a great impact story,” 
Maheshwari added. 

Though the funding would 
help PW to pursue inorganic 
expansion, it is more cautious 
than ever for keeping track of 
capital allocation. 

Abhishek Mishra, chief 
strategy officer of PW, said the 
funding would help the firm to 
enhance its content and publi-
cation offerings, and explore 
mergers with community-dri-
ven education platforms. 

The funding round at PW 
was led by Hornbill Capital, 
with participation from 
Lightspeed Venture Partners 
and existing investors GSV and 
WestBridge. PW said the fund-
ing round showed investors’ 
confidence in edtech and the 

company. 
"This investment is not just 

a validation of our efforts to 
democratise education and 
make quality education acces-
sible to every student in India, 
but also a testament to the 
impact we have created over 
the years,” said Alakh Pandey, 
founder and CEO of PW. 

PW produces 9,500 hours of 
educational content every 
week with a student base across 
18,808 pin codes, accounting 
for almost 98 per cent of pin 
codes in India. This funding 
will bolster its already signifi-
cant cash reserves to support 
future growth plans. PW’s 
expansion from school educa-
tion to skilling is integral to its 
strategic vision, designed to 
support students at every stage 
of their journey, the company 
said.While the company is yet 
to disclose its FY24 numbers, 
PW’s revenue grew more than 
threefold to ~779 crore in FY23. 
However, the firm’s profit 
declined more than 90 per cent 

to ~8.87 crore in FY23, accord-
ing to Entrackr. 

As per data compiled by 
The Kredible, edtech startups 
raised only $138 million across 
21 deals during the first half of 
2024, a sharp fall from $456 
million in 2023, $2.3 billion in 
2022, and $5.8 billion in 2021. 

As PW raises funding, it is 
taking several lessons from the 
crisis at its peer Byju’s. Byju's 
has seen its fortunes dwindle 
due to many regulatory issues 
and disputes with investors, 
triggering the firm’s insolven-
cy.“One lesson is that acquisi-
tions are easy to transact, but 
difficult to integrate. This is a 
good lesson not just for the 
edtech industry, but for all the 
industries,” said Maheshwari. 

“The second fundamental 
thing is running a good edtech 
company should include focus 
on teachers and students, NPS 
(net promoter score), and 
course completion rates. The 
focus also has to be on results 
and outcomes, which is very 

important,” Maheshwari said, 
adding that he is of the view 
that bad acquisition decisions 
also played a role in the crisis 
at Byju’s. 

Mishra said the other learn-
ing from the crisis at Byju’s is 
that one should focus on a very 
strong corporate governance 
structure.“Be transparent to 
other stakeholders. Be the first 
one to deploy the best corpo-
rate governance measures and 
independent authorities, so 
that the company is run dem-
ocratically and it is a process-
led institution,” Mishra added. 

Dubai-based Manoj Thakur, 
founder of Hornbill Capital, 
said PW combines vision, exe-
cution and has a thriving "3C 
model" — Content, 
Community, and Commerce. 
“We are excited to see PW’s use 
of AI (artificial intelligence) not 
only to help improve students’ 
outcomes but also their emo-
tional wellbeing,” Thakur said. 

Dev Khare, partner at 
Lightspeed Venture Partners, 

said the community of stu-
dents built over years of 
painstaking creation of quality 
educational videos, as well as 
reasonably priced offerings for 
online and offline courses, has 
made PW a familiar brand 
name across India. 

Sandeep Singhal, co-
founder and managing partner 
at WestBridge, said the decision 
to invest in PW is driven by the 
company’s growth, strong exe-
cution, and long-term vision. 
“We believe in the leadership 
of Alakh (Pandey) and Prateek 
(Maheshwari), and their ability 
to solve one of India’s biggest 
challenges, which is to provide 
world-class education to all at 
lower cost,” Singhal stated. 

Deborah Quazzo, managing 
partner at GSV Ventures, said 
the impact that PW has had on 
“students across Bharat” is 
incredibly inspiring. “Our 
investment in PW reflects our 
strong belief in the company’s 
commitment to quality and 
accessibility,” Quazzo remarked.

‘Expect 2 more Fed rate cuts this yr’ 
The US dollar index, meanwhile, has 
declined to 100.50 following the Federal 
Reserve’s decision to cut interest rates by 
50 basis points. 

The Federal Reserve’s recent rate cut, its 
first in four years, coupled with a decline in 
unemployment benefit claims, has raised 
hopes that inflation in the US could mod-
erate without triggering a recession. 
Unemployment benefit claims for the week 
ended September 14 were at their lowest 
since May, signalling a resilient labour mar-
ket despite slower hiring. 

The Fed’s rate cut also reassures other 
central banks, encouraging them to proceed 
with their own cuts without fear of capital 
outflows. Market participants expect the 
RBI’s Monetary Policy Committee to create 
room for a rate cut with a shift in policy 
stance in October. 

“There is anticipation of more rate cuts 
(by the Fed) — 50 basis points in November 
and another 25 basis points in December,” 
said Andrew Holland, CEO of Avendus 
Capital Alternate Strategies. “The soft land-
ing scenario has played out nicely, and there 

is hope the RBI might cut its (repo) rate 
going forward.  If we get the 75 basis points 
cut in the short term (by the Fed), it should 
weaken the dollar, which is good for emerg-
ing markets. We will keep hitting new highs, 
led by financial stocks.” Hopes for Chinese 
stimulus further buoyed market sentiment, 
driving a rally in Indian metal stocks. The 
BSE Metal index, which tracks metal shares, 
surged 1.8 per cent, as reports indicated 
China might lift restrictions on home pur-
chases in its megacities. 

Despite the optimism, concerns remain 
over the US economy, with large corpora-
tions like FedEx missing profit estimates 
and issuing warnings about slowing busi-
ness. “The rate cut is a way of boosting the 
US economy, which is not in great shape. It 
is not a great occasion to rejoice. The obvi-
ous silver lining is that investors in the US 
bond market may get lower returns and 
shall be willing to take higher risks, which 
means that they may invest in emerging 
markets. India could be a possible invest-
ment destination,” said U R Bhat, co-
founder of Alphaniti Fintech. 

Rise in profitability, cash flows 
concentrated in a few sectors
The rise in profitability and cash 
flows may be concentrated in a few 
sectors. For example, in the case 
of refineries, the rise in profit 
before tax was ~1.1 trillion, more 
than twice the previous year.  

Other key industries that saw a 
surge in profit before tax included 
cement (46.1 per cent), drugs and 
pharmaceuticals (41.5 per cent), 
and information technology (9.1 
per cent). 

There was a decline in profit 
before tax for mining companies 
(-3 per cent) as well as companies 
in the metal and metal products 
industry (-8.8 per cent). 

Some of the increased cash 
generation seems to have gone 
towards reducing debt. Cash out-
flows towards the repayment of 
long-term liabilities in FY24 
totalled ~3 trillion for the 1,791 
companies, higher than the full-

year data for FY23 and FY22, when 
outflows were about ~2.8 trillion 
each. The data for the previous two 
years included over 3,500 compa-
nies. 

A similar story played out for 
cash outflow towards redemption 
or buyback of capital. This came 
in at ~0.34 trillion for FY24. While 
lower than FY21 and FY22, it was 
higher than the FY23 figure of  
~0.26 trillion spent for the same 
purpose – suggesting that at least 
some of the cash from higher earn-
ings is being used to reward share-
holders. 

Earnings growth for the cur-
rent financial year is expected to 
be in double digits, according to 
Tanvi Kanchan, head of UAE busi-
ness and strategy at Anand Rathi 
Shares and Stock Brokers. “We do 
expect that earnings will be...12-14 
per cent,” she said.
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Outward remittances under 
LRS increase 16.7% to $2.7 bn
Outward remittances under Reserve Bank of India’s (RBI’s) 
liberalised remittance scheme (LRS) increased 16.7 per cent 
year-on-year (Y-o-Y) to $2.75 billion in July 2024 compared 
to $2.36 billion last year driven by international travel. 

The LRS scheme was introduced in 2004, allowing all 
resident individuals to remit up to $250,000 per financial 
year for any permissible current or capital account transac-
tion, or a combination of both, free of charge. In the initial 
phase, the scheme was introduced with a limit of $25,000 
and this was revised gradually. 

International travel grew by 17.09 per cent Y-o-Y to $1.66 
billion from $1.42 billion in July 2023. Similarly, remittances 
for the maintenance of close relatives rose by 19.5 per cent 
to $337.4 million. Likewise, the remittances under the ‘gift’ 
category rose by nearly 41 per cent from the last year to 
$275.26 million. AATHIRA VARIER

NRI deposits witness  
$5.82 billion inflows 
Overseas Indians deposited around $5.82 billion in non-
resident Indian (NRI) deposit schemes in April – July 
period of the current financial year (FY25), up 93.35 per 
cent from the amount deposited in these schemes dur-
ing the same period last year, data released by the 
Reserve Bank of India showed on Friday. 

The total outstanding NRI deposits as of July 2024 
stood at $157.15 billion. The NRI deposit schemes include 
foreign currency non-resident (FCNR) deposits, non-
resident external deposits, and non-resident ordinary 
deposits. During the April – July 24 period, maximum 
flows came into FCNR (B) deposits. According to RBI 
data, about $ 2.83 billion flowed into these accounts 
during this period, compared to $1.44 billion in the same 
period a year ago. The outstanding amount in FCNR 
(B) accounts stood at  $28.57 billion.  ABHIJIT LELE

NBFCs diversify 
funding sources 
The Non-Banking Financial 
Companies (NBFCs) have diversi-
fied funding sources and reduced 
borrowing from banks after the 
Reserve Bank of India (RBI) 
increased risk weights on bank bor-
rowings, according to the 
September bulletin. 

In November 2023, the RBI 
raised the risk weight on NBFCs by 
25 percentage points to pre-empt 
build-up of any potential risk in 
these segments.             

In the bulletin, RBI said: “In 
response to the recent increase in 
risk weights on bank lending to 
NBFCs, they have begun to diversify 
their funding sources and reduce 
excessive reliance on borrowings 
from banks.” 

Markets and banks are key 
sources of borrowing for NBFCs. 
According to RBI, the upper layer 
NBFCs rely more on secured 
sources of funding owing to their 
strong balance sheet and market 
standing, whereas, the middle layer 
NBFCs resort to unsecured sources 
at high rates. 

According to RBI data, out of 
total borrowings, the share of 
secured funds by upper layer  
NBCs account for 85.8 per cent in 
2023 whereas that of middle  
layer NBFCs are 46.1 per cent. 

 AATHIRA VARIER

EU’S STEEL TARIFFS

$6.93 billion bought in July
The Reserve Bank of India (RBI) pur-
chased a net total of $6.93 billion worth 
of foreign currency in July. It bought 
$23.56 billion and sold $16.63 billion of 
foreign currency in July, according to 
its monthly bulletin.  

The central bank recorded a net 
sale of $2.10 billion in the spot  
market in June. It had net bought $3.47 
billion in July 2023. In the previous 
financial year, the RBI bought a net 
$41.27 billion. 

The RBI’s net outstanding forward 
sales by the end of July stood at $9.10 
billion against $15.83 billion in June. 

The headline foreign exchange 
reserves, excluding the forward book, 
stood at $689 billion in the week ended 
September 13, the data showed. 

The total foreign reserves rose by 
$223 million for the week ended 
September 13 to a new high of  $689.46 
billion, on the back of the rise in gold 
reserves. Foreign currency assets 
decreased by $515 million.  
The reserves are equivalent to more 
than 12 months of imports for 2023-24 
and more than 103 per cent of total 
external debt outstanding at the end 
of March 2024. ANJALI KUMARI 

Net FDI inflows rise 
to $5.5 bn in Apr-Jul
India's net foreign direct 
investment (FDI) during  
the April-July period of the  
current financial year (FY25) rose  
to $5.5 billion compared to $3.8 
billion in the year-ago period, 
according to the latest report by 
the Reserve Bank of India (RBI).  
The increase was due to an 
improvement in gross inward  
FDI, which grew by 23.6 per cent 
year-on-year (Y-o-Y) to $27.7 
billion during the four months  
of FY25.  ABHIJIT LELE

MEASURING THE IMPACT
n Over a five-year period, $4.4 billion 
worth India’s exports have been impacted  

n The European Union has collected  
$1.1 billion worth import duty due to the 
imposition of the tariffs  

n India said it will impose an  
equivalent amount of duty on the  
goods originating from the EU 
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Internships to be offered through 
value-chain partners of top 500 firms
The scheme is voluntary for companies. 
Companies can take up this scheme voluntarily.               

The Companies Act, however, makes  
corporate social responsibility mandatory and 
statutory, making India one of the few countries 
to do so. 

Internships will be offered through  
suppliers or value-chain partners of the top 500 
companies. Unlike apprenticeships, there is no 
obligation for companies to hire interns perma-
nently.  

The scheme aims to encourage companies 
to take on individuals they might not typically 
employ without the subsidy. 

This scheme, the finance ministry has said, 
aims to bridge the gap between academic 
knowledge and industry requirements in order 
to align with broader goals of improving 
employability, stimulating economic growth, 
and promoting sustainable development. 

The scheme requires at least half the time 
the intern spends should be in work or a job 
environment and not in the classroom.  

In case the company cannot directly do so, 
it must tie up with firms in its forward and back-
ward supply chain such as suppliers or cus-
tomers or other companies and institutions in 
its group, the finance ministry has said.


