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IN BRIEF 

RBI did not buy dollars 
for 2nd straight month 
in August: Bulletin 
The Reserve Bank of India (RBI) did not pur-
chase dollars for the second consecutive 
month in August, amid pressure on the rupee, 
according to its monthly bulletin released on 
Monday. The central bank sold $7.6 billion 
worth of dollars in August, against $2.5 billion 
in July. During the current financial year, the 
RBI was a net buyer of the greenback only in 
May, while it remained a net seller in the other 
four months — April, June, July, and August. 
The outstanding net short dollar position in 
the rupee forward market fell further to $53.35  
billion by the end of August, against $57.85 bil-
lion at the end of July. As of September 2025, 
the real effective exchange rate (REER) of the 
rupee fell further to 97.6 in September. The 
REER was at 98.8 in August. In May, REER had 
increased after five consecutive months of 
moderation since December 2024. Prior to the 
decline, the REER had climbed steadily from 
103.66 in January 2024 to a peak of 108.14 in 
November. The REER adjusts the nominal 
effective exchange rate (NEER) to account for 
inflation differentials between India and its 
major trading partners. A REER value above 
100 indicates an appreciation of the rupee 
relative to the base year, potentially making 
Indian exports less competitive in global mar-
kets. reuters 

PNB expects $1 bn hit 
from transition to new 
credit rules, says CEO 
Punjab National Bank (PNB) will face an esti-
mated $1.03 billion impact as the lender tran-
sitions to a central bank-mandated credit loss 
framework by 2031, Ashok Chandra, its 
managing director (MD) and chief executive 
(CEO) said on Monday. PNB, the country’s 
third-largest state-owned lender by market 
capitalisation, is one of the first to disclose an 
estimate on the likely effect of the rules, issued 
by the Reserve Bank of India (RBI) earlier this 
month, to its balance sheet. “The impact 
comes to around ~9,000 crore,” Chandra said 
in an interview with Reuters. “The bank has 
done a rough estimate as this (new credit 
rules) was already in the pipeline ... I don't see 
any further deviation,” he added. According 
to internal estimates, Chandra said, the bank 
will face an impact of around 0.85 percentage 
points to its capital to risk assets ratio, a metric 
that measures bank's capital adequacy. “I 
think we will be able to manage with our inter-
nal accrual itself. Bank is well poised to take 
care of all requirements which is going to 
come in future,”Chandra added. reuters vvvv
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26% Jan Dhan a/cs with PSBs inoperative 
harsh kumar 
New Delhi, 20 October 

The share of inoperative Pradhan 
Mantri Jan-Dhan Yojana (PMJDY) 
accounts in public-sector banks 
(PSBs) has risen to 26 per cent as of 
the end of September, up from 21 
per cent a year ago, reflecting a 
further slowdown in account activ-
ity under the government’s flag-
ship financial inclusion scheme, 
according to a senior government 
oicial. 

“As of September 2025, of a total 
of 545.5 million PMJDY accounts in 
PSBs, around 142.8 million were 
inoperative. For 2025–26, the target 
for opening new PMJDY accounts 
in PSBs is 20 million, of which 13.2 
million accounts (66 per cent) have 
been opened until September,” the 
oicial said. 

Among large banks, Bank of 
India (33 per cent) and Union Bank 
of India (32 per cent) reported the 
highest share of inactive accounts, 
while Indian Overseas Bank (8 per 
cent) and Punjab & Sind Bank (9 
per cent) had the lowest. The inop-
erative ratio rose notably for State 
Bank of India, from 19 per cent in 

September 2024 to 25 per cent in 
September 2025. 

An email query sent to the 
finance ministry remained 
unanswered at the time of going to 
press. 

According to Reserve Bank of 
India guidelines, a savings account 
is to be treated as inoperative or 
dormant if there are no transac-
tions for over two years. 

Earlier this year, Business Stan-
dard reported that PSBs closed 
roughly 1.5 million inoperative 
zero-balance PMJDY accounts in 
April as a one-time measure to 
weed out duplicate and non-func-
tional accounts. 

Launched in August 2014 by 
Prime Minister Narendra Modi, 
PMJDY aims to provide banking 
access to India’s vast unbanked 
population. 

The oicial added that the gap 
between PMJDY accounts and 
RuPay card issuance under PSBs 
stood at 31 per cent as of September 
2025. This means that of the total 
545.5 million PMJDY accounts, 
only 375.3 million have been issued 
RuPay cards, while 170.2 million 
accounts are yet to receive them. 

According to a finance ministry 
press statement issued in August, 
67 per cent of total PMJDY 
accounts — including those 
opened by private banks — are in 
rural and semi-urban areas, and 56 
per cent are held by women, 
reflecting deep penetration in 
underserved segments. Over 380 
million RuPay debit cards have 
been issued under the scheme, 
each offering ~2 lakh accident 
insurance cover. The average bal-
ance per Jan-Dhan account has 
increased 3.7 times over the past 
decade, reaching ~4,768 as of 
August 2025. 

A World Bank study, the Global 
Findex Report 2025, released in 
July, noted that 35 per cent of bank 
account holders in India were no 
longer using their accounts and 
had become inactive by 2021, citing 
Jan-Dhan accounts as a likely 
reason for the country’s high share 
of dormant accounts. The report 
added that nearly half of respon-
dents with inactive accounts in 
India cited distance from financial 
institutions, lack of trust, and no 
perceived need for an account as 
key reasons for inactivity. 

Taking stock 
Inoperative Jan Dhan accounts* (%) 

Bank of India                       33 

Union Bank of India           32 

Canara Bank                       29 

Central Bank of India         29 

Bank of Baroda                   27 

Indian Bank                         27 

Punjab National Bank       27 

State Bank of India            25 

Bank of Maharashtra        20 

Uco Bank                             10 

Punjab and Sind Bank         9 

Indian Overseas Bank         8 

Total                                   26 

*As of Sep '25; Source: Govt documents

‘Massive tariffs’ to 
stay if India buys 
Russia oil: Trump 

reuters 
20 October 

United States (US) President Donald Trump 
reiterated on October 19 that Prime Minister 
Narendra Modi told him India will stop 
buying Russian oil, while warning that New 
Delhi would continue paying “massive” tar-
iffs if it did not do so. 

“I spoke with PM Modi of India, and he 
said he’s not going to be doing the Russian 
oil thing,” Trump told reporters aboard Air 
Force One. Asked about India’s assertion 
that it was not aware of any conversation 
between Modi and Trump, Trump replied: 
“But if they want to say that, then they’ll just 
continue to pay massive tariffs, and they 
don't want to do that.”  

Russian oil has been one of the main irri-
tants for Trump in prolonged trade talks 
with India — half of his 50 per cent tariffs on 
Indian goods are in retaliation for those pur-
chases. The US government has said petro-
leum revenue funds Russia’s war in Ukraine. 

India has become the biggest buyer of 
seaborne Russian oil sold at a discount after 
Western nations shunned purchases and 
imposed sanctions on Moscow for its 2022 
invasion of Ukraine. 

Trade talks between India and the US are 
going on in a “congenial” manner, an Indian 
government oicial said on Saturday, 
declining to be identified due to the sensi-
tivity of talks. 

An Indian delegation which was in the 
US last week for talks has returned, the oi-
cial said, declining to share further details. 

An email to India’s trade ministry was 
not immediately answered on Monday, 
which was a public holiday. 

Trump on Wednesday said Modi had 
assured him that day that India would stop 
its Russian oil purchases. India’s foreign 
ministry said it was not aware of any tele-
phone conversation between the leaders 
that day, but said that New Delhi’s main 
concern was to “safeguard the interests of 
the Indian consumer.” A White House oi-
cial said on Thursday that India has halved 
its purchases of Russian oil, but Indian 
sources said no immediate reduction had 
been seen.  

The sources said Indian refiners already 

placed orders for November loading, 
including some slated for December arrival, 
so any cut may start showing up in 
December or January import numbers. 

India's imports of Russian oil are set to 
rise about 20 per cent this month to 1.9 mil-
lion barrels per day, according to estimates 
from commodities data firm Kpler, as 
Russia ramps up exports after Ukrainian 
drones hit its refineries. 

Tariff threat kept 
India, Pakistan from 
going at it: US Prez  
US President Donald Trump once 
again claimed to have resolved the 
war between India and Pakistan, 
saying that seven planes were shot 
down in the firing between the two 
countries without specifying to 
which nation they belonged. 

Speaking to Fox News on Sunday, 
Trump claimed that the “threat of 
tariffs” forced India and Pakistan to 
stop the war. “The threat of tariffs, as 
an example, kept India and Pakistan, 
two nuclear nations, from going at it. 
They were going at it. Seven planes 
were shot down; that's a lot. And they 
were going at it. And that could have 
been a nuclear war,” he said. 

Trump said Pakistan’s Prime 
Minister Shehbaz Sharif praised him 
for saving millions of lives. 

He said he threatened to impose 
200 per cent tariffs on India and Pak-
istan, which forced them to stop the 
war. Trump said he told both coun-
tries, "We're going to put on 200 tar-
iffs, which will make it impossible 
for you to deal, and we're not going to 
do business with you ... And after 24 
hours, I settled the war,” he said. pti 

Reiterates his claim that  
PM Modi assured him 
India will stop buying 
Russian oil

IMO’S NET-ZERO FRAMEWORK 

Industry at sea over carbon-levy decision 
dhruvaksh saha 
New Delhi, 20 October 

The latest decision by the United 
Nations (UN) maritime watch-
dog International Maritime 
Organisation (IMO) has left the 
international shipping industry 
in uncertainty. 

This comes as global efforts 
towards maritime decarbonisa-
tion were coalescing in prepara-
tion for the proposed carbon levy 
— a vote on this has now been 
deferred till 2026. 

“The IMO has agreed to 
adjourn the extraordi-
nary session of the 
Marine Environment 
Protection Commit-
tee (MEPC), which 
was convened this 
week to consider the 
adoption of draft amend-
ments to MARPOL Annex VI, 
including the IMO Net-Zero 
Framework,” the agency said late 
on Friday night.   

According to sources, India 
voted in favour of the motion to 
delay the extraordinary session 
that will decide the fate of the net-
zero framework. 

India had supported the 
motion in April when the IMO 

had adopted the framework prin-
cipally.  

Sources said many member 
nations voted for the delay not 
because there was an opposition 
to the framework itself, but 
because the divide and recent 
developments had posed the 
concern that the whole frame-
work might completely be off the 
table if it were put to vote on 
Friday. 

“The extraordinary session 
will be reconvened in 12 months. 
In the interim, member states 

will continue to work 
towards consensus on the 

IMO Net Zero Frame-
work,” the agency’s own 
statement said. The 
IMO Net-Zero Frame-

work was approved in 
April 2025, as a new 

Chapter 5 of the Draft Revised 
Annex VI of the International 
Convention for the Prevention of 
Pollution from Ships (MARPOL). 
It will continue to be deliberated 
on in the interim. 

Queries sent to the ministry of 
ports shipping and waterways 
and the directorate general of 
shipping remained unanswered 
till going to press. 

It comprises a set of interna-

tional regulations aimed at 
reducing greenhouse gas (GHG) 
emissions from ships, in line with 
IMO's 2023 Strategy for Reduc-
tion of GHG emissions from 
ships. It includes two key 
elements: a global fuel standard 
and global GHG emissions pric-
ing mechanism. 

The International Chamber of 
Shipping (ICS), which represents 
more than 80 per cent of the 
global shipping fleet, expressed 
its disappointment with the pro-
ceedings. “We are disappointed 
that member states have not 
been able to agree on a way for-
ward at this meeting. Industry 
needs clarity to be able to make 
the investments needed to decar-
bonise the maritime sector, in 
line with the goals set out in the 
IMO GHG strategy. As an indus-
try, we will continue to work with 
the IMO, which is the best organ-
isation to deliver the global regu-
lations needed for a global 
industry,” Thomas A. Kazakos, 
ICS Secretary General said. 

Dry bulk cargo carriers associ-
ation Intercargo also made a 
similar statement. Most agree 
that the situation has become 
more challenging now. 

“The adjournment is a disap-

pointing setback for shipping, but 
not the end of this journey. The 
adjournment for a full year creates 
serious challenges for meeting the 
timelines in the net-zero frame-
work agreed in April. It will make 
delivery of the sector’s decarbon-
isation targets even more chal-
lenging,” said Jesse Fahnestock, 
Global Maritime Forum's director 
of decarbonisation. 

Similarly, Indian oicials said 
that the government had already 
made plans on absorbing the 
impact of the new framework. 
Government estimates sug-
gested a $100 million extra ship-
ping expenditure for India,. 

This would be around 5 per 
cent and well within industry 
operating margins, estimates by 
India’s shipping regulator DG 
Shipping said. 

A private sector shipping 
executive said that the new rules 
now being seen as brittle in the 
wake of latest developments is 
not a good precedent for the 
sector. 

While India faces not too high 
impact from this, the overall 
uncertainty does not augur well 
for investments towards green-
ing of the blue economy. 

Industry is also unsure of 

what the fate of the carbon levy 
on shipping framework will 
become next year. 

The government’s assess-
ments suggest that of India’s fleet 
of 1,524 registered vessels, only 
212 ships (13.9 per cent) qualify as 
foreign-going and above 5,000 
gross tonnage (GT). Of these, 
around 135 ships are regularly 
engaged in overseas trade, and 
would have been subject to the 
compliance. 

“However, maritime decar-
bonisation will continue to be a 
larger trend. India’s push here 
has always been to support the 
future by starting off our nascent 
shipping and shipbuilding push 
on green lines and become Asia’s 
central green shipping hub. This 
will continue. The government is 
working on national climate 
goals and maritime transport 
decarbonisation is a part of the 
push,” a government oicial said. 

Recently, three major ports 
(owned by the Centre) were rec-
ognised as green hydrogen hubs 
under the National Green 
Hydrogen Mission. They are 
Deendayal Port Authority (Guja-
rat), V.O. Chidambaranar Port 
Authority (Tamil Nadu), and 
Paradip Port Authority (Odisha). 

IDFC First Bank expects NIM to grow from Q3 
anupreksha jain 
Mumbai, 20 October 

IDFC First Bank’s net interest margin 
(NIM), which saw compression over the 
past two quarters, is expected to improve, 
said V Vaidyanathan (pictured), managing 
director (MD) and chief executive oicer 
(CEO). 

As the bank passed on the full impact 
of the cut in repo rate, the interest margins 
are expected to rise from Q3 (October-
December) onwards. 

“We feel this is likely the low point for 
NIMs. We see sequential improvement in 
Q3 and further uptick in Q4,” he said. He 
noted that future rate cuts, if any, could 
make the bank re-evaluate things. 

The private lender’s interest margins in 
Q2 were at 5.59 per cent, down 59 basis 
points (bps) on a yearly basis and 12 bps 
quarter-on-quarter (Q-o-Q). 

In Q1FY26, the NIM was at 5.71 per cent 
and 5.87 per cent in Q4FY25. 

On the sequential decline in profits, 
Vaidyanathan added that the drop was 

largely due to the absence of treasury gains 
amounting to ~470 crore booked in Q1. 

Apart from these, core profitability 
actually improved Q-o-Q and year-on-
year (Y-o-Y). 

“Provisions have been reduced. Loan 
growth remains strong, asset quality is 
stable, and the cost of funds con-
tinues to fall, leading to rise in 
net profits,” he said. 

Cost of funds for the bank 
fell due to a rise in current 
account savings account 
(Casa) ratio to 50.1 per cent. 

On a Q-o-Q basis, cost of 
funds was reduced by 19 bps. Cost 
of deposits was at 6.22 per cent 
for Q2FY26 compared to 
6.37 per cent in 
Q1FY26. 

At the time of 
the merger of 
IDFC Bank and 
Capital First, 
the bank used 
to pay around 

280 bps over scheduled commercial banks 
(SCBs). Over time, the bank reduced its 
cost of funds and now pays only 60 bps 
over the average of SCBs. 

He added that the bank is expanding 
into cash management, start-up banking, 
wealth management, non-resident Indian 

(NRI) services, and trade finance.  
In NRI banking, the bank now 

serves over 100,000 customers 
with ~20,000 crore in deposits. It 
has introduced features like UPI 
for international mobile 
numbers in Australia, the US, 

Canada, UK, France and many 
West Asian countries. It has full 

digital onboarding through GIFT 
City. 

“We are in no 
hurry. The focus is 
on building on 
fundamentals. 
The focus is on 
bringing down 
the credit-
deposit ratio to 

mid-80s and we want to fund the bank 
from deposits and reduce reliance on bor-
rowings,” Vaidyanathan said in an interac-
tion with Business Standard. He plans to 
keep the Casa ratio above 45 per cent. 

Currently, the credit-deposit (CD) ratio 
stands at 94.2 per cent. The bank is not 
planning to raise capital, whether debt or 
equity.  

Its wholesale book now accounts for 20 
per cent of the loan mix, while mortgages, 
vehicle finance, rural and other retail seg-
ments round out a balanced portfolio, said 
Vaidyanathan. “None of our 25 business 
lines contributes more than 11–12 per cent, 
giving us stability,” he added. 

The bank has transformed the loan 
book from a primarily wholesale credit 
book to a well diversified portfolio of retail, 
rural, MSME and corporate banking. 

As on September 30, the loan book was 
at ~2.7 trillion. 

The bank sees a strong second half of 
the financial year as goods and services 
(GST) cuts, tax benefits, and falling inter-
est rates push up consumption. 

RBI pushes to expand ~ 
settlement with partners 
bloomberg 
20 October 

The Reserve Bank of India 
(RBI) is taking active steps to 
allow free-trade partners to 
settle transactions with it more 
easily in the rupee, a person 
familiar with the matter said, a 
move that could help boost the 
local currency over time. 

Initial steps include estab-
lishing direct rupee rates that 
don’t rely on a third currency, 
such as the US dollar, for cross-
reference, said the person fam-
iliar with the RBI’s thinking, 
asking not to be named.  

Earlier this month, the RBI 
said it will establish reference 
rates for the UAE’s dirham and 
Indonesia’s rupiah, adding to 
existing links with the US 
dollar, Japanese yen, euro, and 
British pound. The central 
bank is also actively develop-
ing reference rates for its 
neighbours and Mauritius, the 
person said. 

The moves are part of 

Prime Minister Narendra 
Modi’s effort to push greater 
use of the rupee in interna-
tional transactions, mirroring 
similar efforts by China and 
other regional peers. Greater 
local currency use lowers risks 
and costs for companies, 
reduces the need for holding 
higher foreign exchange 
reserves and makes the econ-
omy less vulnerable to exter-
nal shocks. 

India sees having a credible 
international currency as vital 
to its goal of becoming a 
“developed nation” by 2047. 
The International Monetary 
Fund expects India to surpass 
Japan as the world’s fourth-
largest economy this year and 
overtake Germany to rank 
third by 2027-28. India also 
views a multi-currency regime 
as a stable and desirable option 
for global trade settlements, 
the person said. 

The RBI did not immedi-
ately reply to an email reques-
ting for comment.  

Alternative data new weapon against credit fraud 
Companies training models on various forms of alternative data to enhance underwriting for new-to-credit customers 
ajinkya kawale 
Mumbai, 20 October 

Risk assessment platforms are increas-
ingly using diverse data sources to help 
lenders identify groups attempting to 
access credit from regulated entities 
and to improve the process of evaluat-
ing new-to-credit (NTC) users. 

Companies are training models on 
various forms of alternative data — 
such as location details, third-party app 
usage, SMS data, payment transaction 
behaviour, and metadata — to enhance 
underwriting for NTC customers. 

Fraud syndicate detection often 
stems from analysing alternative data 
patterns, such as multiple government 
IDs linked to a single mobile number, 
particularly in high-risk regions with a 
history of fraudulent activity. 

“What we look for are aggregated 
insights. For example, whether a user is 

linked to five phone numbers, three of 
which are connected to four other per-
manent account number (PAN) cards. 
The idea is to derive insights from such 
patterns without revealing any per-
sonal data,” said Venkat Srinivasan, 
chief analytics and risk oicer, Bureau. 
The goal, he added, is to understand 
how different types of alternative data 
relate to one another and the insights 
that emerge from these connections. 

For instance, if several companies 
are registered at the same 200-square-
foot oice, it could strongly indicate 
fraudulent activity, experts said. 

Ashok Hariharan, chief executive 
oicer of IDfy, noted that such analysis 
helps lenders determine whether a 
mule or fraudster is linked to a broader 
network or syndicate operating in high-
risk zones. 

A report published this April by the 
Fintech Association for Consumer 

Empowerment (FACE) found that 83 
per cent of lenders in India now use 
both traditional and alternative data to 
underwrite credit. It also observed that 

for small-ticket loans under ~50,000, 
income verification carries more weight 
than traditional credit bureau scores. 

Such verification is typically based 
on bank statement data obtained with 
the borrower’s consent. 

Companies said user signals — such 
as location, virtual private network 
usage to mask digital trails, altered 
camera settings to bypass know-your-
customer, and multiple loan apps on a 
single device — can further strengthen 
fraud detection. 

“For example, a person’s record of 
cheque bounces or registered first 
information reports can be relevant 
from a credit perspective. You won’t 
find that in a credit bureau, but these 
are highly predictive indicators when 
entering a credit transaction,” said 
Hariharan. He added that only publicly 
available data or information obtained 
through valid user consent — such as 

from the Ministry of Corporate Affairs 
portal, court records, and criminal 
databases — can be used for analysis. 

The main motivation for lenders to 
tap into alternative data, he said, is the 
absence of comprehensive credit 
bureau information and the need for 
predictive insights into a borrower’s 
repayment capacity. 

Companies continue to invest 
heavily in developing proprietary algo-
rithms to handle the scale of data they 
process. “The search itself is complex 
and requires extensive proprietary 
algorithm development. We’ve 
invested a lot of time and effort into 
that,” Hariharan said. 

The FACE report further noted that 
lowering fraud risk and non-perform-
ing asset rates, along with improving 
loan approval rates, are among the key 
strategic outcomes expected from 
using alternative data. 

How alternative 
data can help  

Main motivation to seek this n
data is lack of credit bureau 
information and predictive 
analysis regarding repayment 

Analysis can reveal large n
networks of fraudsters 
operating in high-risk zones 

Most expected strategic n
outcomes are reducing fraud 
risks and NPAs, and increase 
in loan approval rates 
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Leadership positions 
PSBs should focus on grooming leaders 

In principle, the government’s decision to open up senior positions in public-sector 

banks to candidates in the private sector can be viewed as a creative way of injecting 

management dynamism and competitiveness into a sector that accounts for a little 

over half the bank loans in the Indian system. The proposal can be seen as part of a 

trend that began some years ago with the lateral entry of non-bureaucrats at senior 

levels in the civil service to bring in sector expertise to specific ministries. This 

policy has largely been underwhelming for a number of reasons, including the 

unwillingness of the bureaucracy to cooperate with the lateral entrant. In the spe-

cific case of banking too, it is unclear whether offering leadership positions to pri-

vate candidates will prove effective, on account of core differences in institutional 

values between private and public-sector banking. 

State-owned banks operate under paradigms different from those of their pri-

vate-sector counterparts, a factor that inevitably plays a significant role in their per-

formance outcomes and assessments of employees. It is true that both varieties of 

banks have to follow mandatory social obligations imposed on them in terms of 

lending to designated priority sectors, such as agriculture, education, and housing, 

where profitability may be limited. But social objectives and public welfare remain 

the key objectives of state-owned banks, compelling them, for instance, to operate 

in loss-making financially underserved areas where private-sector banks would 

hesitate to set up branches. These key foundational differences alone would make 

it challenging for any leader imbued with the instincts of risk-taking and profit 

maximisation. These exigencies and the pressures of dealing with entrenched 

unions are unlikely to attract too many private-sector bankers. No surprise, the 

bank unions have opposed the move, saying it would amount to an attack on the 

national character of state-owned banks and open them to de facto privatisation of 

leadership. Indeed, it may be a better idea for state-owned banks to adopt the pri-

vate-sector practice of focusing on grooming dynamic employees for leadership in 

an institution where they are familiar with the culture and operational constraints.   

That said, it is not as though private-sector executives have not ventured into the 

realm of public-sector banking. The most notable example is Prakash Tandon, the 

first Indian chairman of Hindustan Lever (now Hindustan Unilever), who went on 

to head Punjab National Bank. In 2015, the government appointed former Citibanker 

P S Jayakumar managing director (MD) and chief executive oicer (CEO) of Bank of 

Baroda, overseeing its merger with Vijaya Bank and Dena Bank. In the same year, the 

government tasked Rakesh Sharma, MD and CEO of Lakshmi Vilas Bank, with the 

job of leading Canara Bank, as his three decades with State Bank of India would have 

stood him in good stead in reducing the bank’s non-performing asset portfolio. All 

told, these rare examples make it diicult to conclude that private-sector bankers can 

be game changers in public-sector banking. In any case, the wide differential in pay 

and perks between the two sectors alone would make it diicult to attract top talent, 

except for the rare few who have adequately augmented their earnings in the private 

sector and are looking for a new set of challenges to tackle. 

 

Safeguarding competition 
Digital world will need policy intervention 

From a market of $3.2 billion in 2020, India’s artificial intelligence (AI) economy has 

nearly doubled to about $6 billion in 2024, and is expected to reach $32 billion by 

2031. The Competition Commission of India’s (CCI’s) recent “Market Study on 

Artificial Intelligence and Competition”, however, identifies obstacles that threaten 

to make this growth extractive rather than inclusive. Some of these include data-

access barriers, talent shortages, and high Cloud storage costs. These are not small 

frictions. Instead, they act as strong barriers to entry for smaller firms and disin-

centivises them from innovating meaningfully. Compounding the problem, global 

behemoths like Amazon Web Services (AWS), Microsoft Azure, and Google Cloud 

already dominate AI in India, starting from data storage to computing power. AWS 

holds over 32 per cent of India’s Cloud market, and Nvidia, Intel, and AMD monop-

olise high-end AI semiconductor chips. The report further highlights that 37 per 

cent of the surveyed AI startups stated facing algorithmic price collusion by big-

tech, and others flag AI-enabled price discrimination and predatory pricing, thus 

threatening consumer welfare and transparency. 

India is not alone in facing such issues. Europe, for example, has its Cloud and 

AI Development Act, aiming to triple data-centre capacity in five to seven years and 

to strengthen sovereignty over AI infrastructure. The European Union is also 

imposing stricter regulation under its Digital Markets Act (DMA), demanding that 

some Cloud and AI services be treated as core-platform services to prevent incum-

bents from locking in market power. In the United States, antitrust agencies have 

opened probes into major AI players like Microsoft and OpenAI, especially scruti-

nising deals and partnerships that may give dominant firms privileged control over 

data, chips, or Cloud infrastructure. Even China is legislating for domestic supply 

mandates for AI-chips in public data centres to reduce dependence on foreign pro-

viders. There are several lessons for India. First, the growing size of the AI economy 

alone is not enough. Without checks, the explosion of data, infrastructure, and capi-

tal will concentrate power in the hands of a few, replicating the digital monopolies 

elsewhere. Second, regulatory slack or delayed responses cost opportunities. India 

must act early to define what “gatekeeper” firms in AI are, ensure that Cloud, com-

pute, and chip providers are not allowed to self-enforce lockins, and force transpar-

ency in pricing and algorithmic behaviour. 

While the NITI Aayog’s “National Strategy for AI” and other initiatives launched 

by the Ministry of Electronics and Information Technology seek to address issues 

surrounding AI governance and algorithmic transparency, using competition law 

as a key instrument for addressing AI-driven anti-competitive practices remains 

equally important. In this regard, the CCI’s recommendations for self-audits of AI 

systems, algorithmic transparency, and regulatory coordination are timely and 

necessary, but limited. They are the floor, not the ceiling. More needs to be done. 

This includes enacting ex-ante regulation, protecting smaller innovators through 

data trusts, opening data mandates, and imposing penalties for discriminatory 

pricing and algorithmic collusion even in the absence of explicit coordination. 

Thus, democratising data, regulating infrastructure, and preventing the concen-

tration of market power remain the key to achieving AI and data sovereignty.
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As the presidents of the United States and China pre-
pare to meet on the sidelines of an economic summit 
in South Korea — an encounter that may not actually 
happen — some foreign-policy strategists in Wash-
ington are not just worried but aghast. The two might-
iest nations on Earth seem hell-bent on waging 
economic war up to and including “mutual assured 
destruction.” And at least one of the pair seems to have 
no plan, no expertise and no clue. 

“The first thing to understand is that there is no 
China policy” in the current US administration, 
Rebecca Lissner told me. She was a top adviser to Vice-
President Kamala Harris and would now be in the 
National Security Council if Ms Harris 
had won the 2024 election. 

The Trump administration has no 
coherent strategy towards China, and the 
“trade stuff is worse than the markets 
believe,” I heard from Zack Cooper, a vet-
eran Asia expert at the American Enter-
prise Institute. That must be bad indeed, 
because the stock markets have been see-
sawing since April. One of his colleagues 
despairs over “nine months of policy 
whiplash” and a chronic case of “strategic 
schizophrenia.” 

Attempting to summarise the chaos so far runs 
into the same limits of encapsulating, say, the story 
twists in Game of Thrones in one sentence. Roughly: 
Earlier this year, Donald Trump declared economic 
war on most of the world. Almost all countries sued 
for peace, but the most powerful, China, stared him 
down, matching tariffs on the way up (peaking at 
145 per cent at one point) and on the way down 
(hovering around 30 per cent for a while). A few 
reversals, pauses and feints later, a new round of 

spikes is threatened for November. 
But tariffs were just the overture, as Washington 

and Beijing, tit-for-tat, started going after each other 
in every other way. They’re slapping port fees on one 
another. They’re harassing each other’s tech com-
panies — the US is squeezing Chinese firms that use 
American semiconductors; China has targeted 
America’s Nvidia, Qualcomm and others. Every-
thing, it seems, is now a bargaining chip, as the 
Trump administration keeps reversing itself. One 
minute it bans the sale of microchips to China, the 
next it partially lifts the ban again. Adding to the con-
fusion, Mr Trump has also thrown unrelated (and 

relatively trivial) matters into the mix, 
such as the fate of TikTok, a Chinese-
owned video app. 

One move has risen above the noise, 
however. Off and on, China has throttled, 
or threatened to stop, exports of rare 
earths, in which it has a global quasi-
monopoly. This was entirely foreseeable 
— and yet seemed to take the Trump 
administration by surprise. Some of 
these 17 elements (which aren’t that rare, 
just very diicult to mine) are essential to 
make, say, the magnets that go into 

modern electronics, including those inside American 
cars and fighter jets. 

Graham Allison at the Harvard Kennedy School, a 
doyen among international-relations scholars, con-
cludes that “in the game of supply chain poker, China 
holds the high cards” and Mr Trump has come to real-
ise that he doesn’t. Mr Cooper, at AEI, disagrees. “I 
don’t think the Chinese have all the cards,” he told me; 
“we have cards, we just haven’t been willing to play 
them.” For example, the US could cut Chinese banks 

out of dollar transactions in global financial markets, 
which is in its context as asymmetric as blocking 
exports of rare earths. 

One problem is that the White House has recently 
fired a lot of the China experts who have the deep tech-
nical knowledge to find and use such levers. One 
example is David Feith, who was purged for political 
reasons just as the confrontation with China heated up. 

Another problem is that Mr Trump’s remaining 
advisers are at one another’s throats over what the US 
even wants out of China. Ryan Fedasiuk at George-
town University describes three main camps: The 
economic nationalists love tariffs for their own sake. 
The hard-power realists care more about keeping 
China inferior to the US technologically and militarily. 
The transactional restrainers view tariffs and other 
measures merely as tools to extract concessions, such 
as a Chinese clamp-down on the chemicals used to 
make fentanyl. Meanwhile, Mr Trump seems to be all 
over the map. 

That’s what it means to have no strategy. The 
Trump administration has not answered, or seem-
ingly even asked, fundamental questions, small or 
large, specific or general: Does the US want to attract 
Chinese investment, or to decouple the two econ-
omies? Does it want to sell its best semiconductors 
and software, or to hog them? 

More broadly, does America want to keep China 
down, or share with it the burden of restoring order 
and peace in the world, from Ukraine to the Middle 
East? Is Taiwan (or the South China Sea, for that 
matter) a vital American interest to be defended, or a 
mere bargaining chip? Is China an adversary the US 
will have to fight and defeat one day, or a diicult but 
unavoidable partner? 

By the time the top guys take a seat at the same 
table, Ms Lissner told me, “you don’t have the luxury 
of saying, we’re going to do trade, but not Taiwan, or 
we’re going to do fentanyl, but not the Philippines. 
That’s just not how it works.” The result is what she 
calls ADD diplomacy — negotiating with attention 
deficit disorder, in pursuit of no clear goal and guided 
by no compass. 

“I just don’t think that the Trump folks believe you 
need a strategy to do things,” Mr Cooper told me. Their 
narrative, he says, is that Trump is a “master negoti-
ator, walks into the room, decides where he has lever-
age, uses it and walks out.” The problem is that the 
Chinese have prepared for this showdown for a long 
time, and their rare earths are just the start. They 
believe, Mr Cooper says, that they’re “running circles 
around the Trump team. They feel really confident.” 

If the meeting in South Korea doesn’t happen, the 
Chinese will blame it on logistics. If it does happen, 
it’s unlikely that anything big will be resolved. There 
may be a tariff reprieve here, or a corporate deal there. 
But as to the most important relationship in and for 
the world, that between the US and China, nobody 
will be any wiser.  
vvvvvvvvvvvvvvvvvvvvvvvv 
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Internationalising the rupee: Way forward 
At its last policy meeting, the Reserve Bank of India 
(RBI) unveiled several measures to boost the rupee’s 
use in cross-border trade — a step towards its gradual 
internationalisation. The notion that an emerging 
economy’s currency can gain global traction took off 
after the International Monetary Fund added 
China’s renminbi (RMB) to its special drawing rights 
basket in 2016. Now, amid renewed geopolitical ten-
sions involving the United States, Russia, and China, 
the question resurfaces: How can India meaning-
fully advance the rupee’s journey towards interna-
tional status? 

For the rupee to become an interna-
tional currency, non-residents must both 
want and be able to trade and invest in it. 
A Russian importer, for instance, should 
be able to pay for South African goods in 
rupees. Likewise, an investor in the 
United Kingdom (UK) should be able to 
buy rupee-denominated bonds or shares 
with ease. In these cases, foreigners —
not Indians — bear the currency risk. 
That shift is the essence of true currency 
power. It’s also the “exorbitant privilege” 
the US dollar has long enjoyed. 

The willingness and ability to use a 
currency globally rest on three key condi-
tions. First, the issuing economy must 
have scale — measured by gross domestic product 
(GDP), trade flows, and volume of international trans-
actions. China, with an $18 trillion economy, meets this 
bar; India, at around $4 trillion, does not yet. To build 
that scale, India must sustain a growth rate of 7–8 per 
cent annually over the coming years — a diicult but 
necessary condition for the rupee’s global ambitions. 

Second, the value of the currency must be stable 
over time. A currency is considered stable when the 
general level of prices does not vary too much. Stabil-
ity has multiple aspects: Macroeconomic, financial, 
and political. On the macroeconomic front, India has 
done well. The consumer price index-based inflation 
is at multi-year lows, and the RBI has built credibility 

in keeping it close to the 4 per cent target. Financial 
stability, too, has strengthened: Banks are better capi-
talised, balance sheets are cleaner, and the broader 
financial system appears sound. 

Political stability is the third pillar. The fact that 
India is a democracy, goes in its favour. Democracy, 
with its institutional checks and balances, reassures 
foreign investors about policy credibility and con-
tinuity. That confidence, in turn, lends long-term sta-
bility to the currency. 

Currency stability is often mistaken for the absence 
of volatility — but the two are not the same. A stable 

currency reflects true market forces, not 
central bank management. Its value 
should be shaped by cross-border capital 
flows, much like the dollar-euro exchange 
rate, which stays broadly stable despite 
constant movement in global finance. 
Think of it like administered prices: India 
once controlled the prices of essentials like 
steel and diesel, keeping them artificially 
steady. Today, those prices fluctuate with 
supply and demand — and that’s a sign of 
a healthy market. Currency markets 
should work the same way. 

Finally, a currency must be liquid — 
meaning investors can buy and sell large 
amounts of assets in it without moving 

prices. Liquidity depends on deep financial markets 
and an open capital account. India’s equity market is 
vibrant, but its debt market remains shallow. History 
shows that countries with capital controls tend to 
have thinner markets, while openness to foreign 
investors boosts liquidity. Yet, more than three dec-
ades after liberalisation began, India still maintains 
extensive controls  —  especially in its debt and deriva-
tives markets — limiting the rupee’s global reach. 

This is where India’s approach must differ sharply 
from China’s. Beijing has sought to internationalise 
the RMB while retaining capital controls and a tightly 
managed exchange rate — a combination no currency 
has ever succeeded with. China’s advantage lies in 

scale: It commands over 12 per cent of global trade, and 
in some products, more than half of world exports. 
That dominance allows it to partially offset the con-
straints of limited convertibility. India, with only about 
3 per cent of global trade, lacks that leverage. The 
contrast shows in the data — the RMB accounts for 
nearly 9 per cent of global foreign exchange turnover, 
while the rupee lags below 2 per cent. 

India’s best path forward is to gradually ease its 
capital controls. The RBI and the government have 
taken meaningful steps since 2020, but more are 
needed. Alongside this, India should embrace a genu-
inely flexible exchange rate while ensuring ample 
hedging options for market participants. Encourag-
ingly, progress is visible: From the near-pegged 
regime of 2022–24, when rupee-dollar volatility hit 
record lows, the RBI has since allowed the currency to 
move more freely with market forces. 

Of course, India cannot liberalise the capital 
account or adopt a fully flexible exchange rate over-
night. One promising approach is to use GIFT City, the 
International Financial Services Centre, as a con-
trolled experiment. It could become India’s “Hong 
Kong,” with an open capital account, flexible 
exchange rates, and robust hedging instruments. The 
RBI could gain valuable experience managing such a 
system, gradually scaling it up to advance the rupee’s 
journey towards international status. 

Making the rupee an international currency aligns 
with India’s vision of becoming an advanced nation 
by 2047. But achieving this over the next two decades 
will demand sustained, deliberate action. Currency 
internationalisation is a long journey, requiring 
multiple building blocks. Indian policymakers must 
chart a path distinct from China’s, steadily dismant-
ling the barriers that limit the rupee’s global role. Suc-
cess will hinge on a steadfast commitment to 
economic reforms that inspire international confi-
dence in the currency. 
vvvvvvvvvvvvvvvvvvvvvvvv 
The author is associate professor of economics, 
IGIDR, Mumbai. The views are personal

The making of India’s Constitution 

SHREEKANT SAMBRANI 

The 75th anniversary of the Indian 
Republic has spawned a cottage industry 
of books, lecture fests and television 
specials on various aspects of its Constitu-
tion.  Most of what has emerged from 
these efforts is well known and the analy-
sis is often shallow and partisan, with, of 
course, genuflections of utmost rever-
ence to the Basic Law of the country.  
Most books parse debates in the Consti-
tuent Assembly in analysing how the 
document came to be drafted.  Some of 
the more perceptive works discuss the 
interpretations and consequences of its 

provisions and seek to find underlying 
patterns and biases. 

For the uninitiated, if there be any, the 
Indian Constitution is the longest among 
all at 1,46,000 plus words, amended 106 
times during the three quarters of a cen-
tury of its existence, and is generally 
lauded for its detail and depth. 

The book under review is a most 
refreshing departure from this pattern.  It 
discusses how people at large participated 
in what it correctly calls the assembling of 
the Constitution, from well before the 
formation of the Assembly until after its 
promulgation.  The authors’ credentials —
Rohit De is on the faculty of Yale Univer-
sity in the United States and Ornit Shani is 
at the University of Haifa — include 
extensive research, well-reviewed books 
and numerous seminar or conference 
presentations on the Indian Constitution.  

While researching their earlier books 
(both published in 2018), the authors had 
independently accessed substantial 
archival material. Their subsequent con-

versations led to this joint work, carried 
out over six years, indicating the depth of 
research.  The book abundantly testifies 
to its authors’ erudition and industry. 

The archival material included 
requests for direct participation by indi-
viduals and interest groups, suggestions 
for inclusion in the provisions of the Con-
stitution, comments and critiques of the 
various drafts circulated to the general 
public, reactions to the reports of debates 
in the Constituent Assembly, on numer-
ous specific and general points.  Caste 
and community associations, linguistic 
groups, bodies representing women, 
children, various professions, were all 
involved, besides, of course, political 
parties, including even those who were 
represented in the Assembly. The 25-page 
index to the volume mainly lists various 
individuals and groups, showing the 
extent of the spread of interest in making 
the Constitution. 

The authors rightly point out, “Rather 
than letting the state invoke public inter-

est, the public articulated their 
particular wants, often 
through a vision of a common 
good.”  Women’s groups were 
championed by Hansa Mehta, 
fresh from her exertions for 
gender justice by insisting on 
human rights as the term to be 
used. Her oicial residence in 
Delhi became the informal 
headquarters of numerous 
women’s rights groups.  
Balkan-ji-bari, meaning 
children’s garden in Sindhi, an 
organisation actively promot-
ing children’s rights and pro-
grammes, prepared a moving 
charter of children’s rights.  
Various other bodies proposed 
similar manifestos for specific 
groups such as the disabled, 
specific tribals, Dalit caste and subcaste 
groups (then called Harijans) and many 
others, far too numerous to name. Inter-
estingly, most of them pleaded their cases 
as representatives of some minority or 
the other, leading the authors to call this a 
coalition of minorities, giving the term a 
far more profound and significant mean-

ing than presently implied in 
our political diatribes.  

Some of the presentations 
were well organised, such as a 
55-page document from one 
Inder Lal of Saharanpur on the 
basic principles of Indian Con-
stitution.  Others were not so.  
A particularly terse query was 
from one A K Osman of 
Bayana railway station, which 
asked for the questionnaire 
“to solve the problem of ser-
vices to minorities” on a neatly 
type-written postcard. All 
these were duly archived.  

This reviewer highly com-
mends the book for its ability 
to hold the readers’ interest in 
what would otherwise be con-
sidered too esoteric a subject.  

It is a treasure trove of information for the 
academically inclined.  It is profusely foot-
noted, mercifully in the main text itself, 
with full citations.  For the lay readers, the 
literally thousands of instances it men-
tions makes it a deeply allusive and highly 
readable record of our recent history.  

The Indian Constitution is far from 

perfect; it is certainly not etched in stone, 
as many of its new, mostly ill-informed 
acolytes pretend. It has its flaws and 
biases, as several scholars have pointed 
out. Despite this, Professor De and Profes-
sor Shani hold it in high esteem, especially 
in these times of declining democracies.  
Their heroes are not the 282 men and 17 
women who were members of the Assem-
bly, not Benegal Narsing Rau, its constitu-
tional advisor and administrative 
factotum, nor B R Ambedkar, the chair-
man of the drafting committee and the de 
facto author of the Constitution (although 
they laud handsomely the signal contribu-
tions of these worthies), but “Indians [who] 
turned [the process of constitution-
making] into an open site of struggle …
that produced a resilient constitution for 
India. … [T]he deep sense of ownership 
the public assumed over the Constitution 
through their engagement with its 
making became pivotal to the formation 
of India’s democracy against arduous 
challenges and many odds.” 

There can be no better summation of 
the  amrit kaal of the Constitution. 
vvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvv 
The reviewer is a Baroda-based economist
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The US has no China policy
Everything, it seems, is now a bargaining chip, as  
the Trump administration keeps reversing itself
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