Aee e AAY . 14

fca-aeey arseye AR AT F AT Ferase AT
& yaE 1Y, vohw e sk st S

T

g YT IeTaeAT & fdcd-deey IM3CYe I (VHUaA3ilsl) &1 dedy, Hifaeg 3R
TaQIOTcHs Srr 3Tt AT §1 IRURSD (HAEHId-deey) 33U &, Harehifa sriegaear
o1 RRufd o1 qeg dhas ¢, 3 oal A 39 39 A IReuaRdr # INded AE &9 &
3= A g Horehifa 7 gfdfeied glar g1 U, whuasiet A, ey $fee gfe 3k
IEYRONYT 3N SToR Ffdhel & ¥ & facda =T & 3=d TR AZRHIT AT 396 g
F AT W9 § HRAT Fe H GRURE IBCYC WA Sl H THUANST aelt &
Sed@ely faeee gufar &1 adicas 31hs e § fh Rd & vhuasis g &1 faanfeat #
$f3e gig & fAghe AR afaler 3fed SR YAt & #RoT gRARS® 3M3eqe icRTe &
qeler 7 i @ e g3 B

L R=r

3M3CYE eI “WHTAT 3H3eqe” & adias H3eqe & fa=e geffar g, wemfaa 3m3cye
e afafafr & 3Redd TR & &0 F oRela fear = & o o aar @
AR gl WX g HIeTaedT gIife o Fehcll §1 T3CYC HeRTel HhRIcHS AT FAhRIcHS
8 Hehdl § IUT Ig HScyaeyl 1 whiy Ufd odidr g1 FhRIcHAS 3M3eYC S aredideh
3M3eYe & HAMAd 3M3CYC & IW g W gl ¢, AHTcyaeyqr & ARy AFT =Ml § i
HAERTIPR cdld 3cdeet Y Tohcl g1 3HH AU, FAhRIcHS 3M3eYe ST FHIfIA M3
T JoIAT H ICRIe-Addeh 33Ye ¥ A BIal §, 30 FHI 3cUeol gial & o9 3degaeyr &
3Tt FHTAT T I 3TANT AL el & IR Tg el HT eRifr g

3M3TYC JeRTel ST degaeyr A AW AT T AR 3019 §, Al ydegaeyr & Fuia
d IUAET Hehcleh 3UcTet T ¢ 3R gHAr Alfger AT & T #Ageaqo! gaqe & &9 #
39T fRAT Srar &1 9RuRE §9 @, AGEHITT # 3rdfegadr A GARC-INRS e &
ACT o610l & & A W 1 § 99 33eqe IRl & fafdes Al & 3dR-werat ganr
wifed fhar arm &1 qurd, sfaered & 0F 3eeor ' 90 § S HAeRfd wa 3R wurr o,
g 3M3CYC IWURIT &7 § §¢ @7 Tl



e el & 99 foA1or &1 AHer o1 SheTfe 3Eed 2008 H aREe facda Heve
(Shewe) & wger MU HiEe gig AR 3od 3T Herdl 7 g&ffid g3m a3 Hfse i gy
A 3MEE IR 3w At & fov AT 9, e 30% qed # Teiall & 78 3R o a
WAl B I A g gE1 ST AT FY AR A FT FAcaNVT FA F fAw Hfse gee we
e Wicatied fhar| 7T eddr Hade @ i faear & mqfd wfaest & gesr semr AR
F HITaEt # FAT g X A TGl | sEd AR, 30 AT &echa 30T &
IROTATIERT 3RAT ST 3rfcaaeem3it & 87 AEr # Gelerd garg g3 e HROT 3
A3 F Hed H g g1 3T FRA A AZFRFT HY 3eR @A §U F{ed R A H 3R o
STell| IRIR AT §, AfFT 3 fAFrer Fhar § foh 3R AgeRfa & e g8 g 309
e gig FuRohg | Ui, facdir &7 & 3iiehst W foeve e & gar @or & I o
e gfg faccha 3orer & FRoT & fSraerr aRome FameET & JReqeT e 3R suRoT
IS PAN & T H §I;M Fhe 3 IR facda AT FoR g9 F 916, AT AT TqR
g1 IS 3R A ¥ S IVYIEATT Idd: ol FHE & R H =el TS|

3udFd Hefdid fafaftdl @ AT 3m3eye IR & A # A foar o At w9 @
faca-deey 3M3eYe RISl AT THUASNST & & & ST STl § S Haehifa v 319em S
Hfee IR IMRT ToRt # g9 gorde § facdy afafafodl @ smea s gig
HURONIAT & Hediehed HAT &1 $H AT H, FHRICHS 3T HW faecdg ao 7 31t
afafaferat & wRoT 3rfegarar A H{A-350Tr (3EREIiean) erifidr § Siafeh FAdRIcHS 3H3eqe
AN geraaed faccdy Fufaat & wold 3degaedr & ger gufar g1 3@oh &5 86
e 3% 3ife godls,  Wiwe dca &%, do & e afy € HAifE Afa & v
THUASNST T Uh FAYC & & H ITANT d &1 ARSI Hl HIY (3MSTATH), IFRISE
e d% (fmsvw) 3R vlRie e &% (@) i Fige Hfa F v vweestet &
3YAANAT W SR STel B

THUAGT 1 ARG Hesl A 81 A IR IR0 & 58 A H AT Hagax 2017 &
Red 8 ganr 3oeh Aifee Aifa RAE & 3m3eqe siauer & giuRe 3urdl & @y wfFafad
forar arm ¥ THTAINST A e & fav wgfa 3R AR et # sepeeeea
AT A QU T g Teheltehl AR 3ieferdeish 7 &



11 9IRS 3M3eqe sawrer IR vhrasish - A

aEdfdeh 3M3ede & e, FHMad 3M3eYe & &R AR 37 TR ABcye IRkl WY =7gh
T ST Hehell 3R SR AT 3T 3UcIet! FATSE NMTUh Hiehst F SHIAT ST &1 FHIIAA
H3TYC T A e & Tov [&afdest ggfoai & 3udier fvar amn g, fhg o @el AT §
f& 3M3eqe @I ggfcd (Hemfda 3M3eqYe &I A9) IR ThIT Hoesh (3T3cYe IFeRTer H AY) &
geffepe fomaT S Al &1

THITAT 3M3eYe AR 3MM3CYE Tl & AN ol F T AT T gfoeehior
Tohd TT AIEIPT ey Y sRa-duswic (vadh) freel #T 3TNT T § S & T
3M3EYE Hihsl (3eferdeieh) § <sh (IM3TYC 3ol 3R gfed (FHIAT 3M3eqe) Ahreld &
AR IaT 1 Uehel a1y TfSCHIOT &l ofter § fF I8 el & 3R 38 33eye iws 3rid
Hehol el 3cU1G (SMENdY) & forw fver 3uier famar ST |ehaT B

UMY, Tehel T ol § MM3CYC IRTel A T 3eieh HAT g1 3 Ta&T & g TE
 wifegdm § AR frelt goR #r e @aar & afFafad a6 aa § Jor Ry genfaa
3M3TYC AT I13CYC eIl T IMTH IR & H[&T 7ET 81 Tohdd | THb IfARerd, Tehel
T FifETHT e FaATias T § Us-Uisc FAEA ¥ IEd g1d & s Tdica 3 @
& AT A H A5 AT & I § HIB HMUSA BT &1 TH JobR, I FAdeAcTd 3afer
& [T e GEHR AT ST T Hehel & Toletenl Al THATOT & 37t HAgea giar &

Thel TN TCCHIVN & AL IS 3T Hafdrad FATAS FI AR & & v sg-ad7
P heet (THAIRUS) dehelleh FT UTelel T SIaT & foad 3=g gafse-3nfde st #r
3TAT Q1T & S 3eci@eid & TAAIRUS HT 3TN I §U IRINS MY 3eRTer Hr 71T
A & T, qaemhais & HeRfd w1 AfdReFd @ & &7 F afde fHar & Fife 58
YR &1 HET Hid AT Sl g1 $§ FhR e 3M3eYe AR Haehifd-deey
33CYC HAT FET ST &1 THABUS & HT AT Sl dTel THUIHTSHT H, ITaeeenaisii o
HaERT &7 g facchg @R & v A &1 39T Har g1 30T fhe 9w faedy ) ge
T & d6 Hise g AR I Tl a6k Tidhe (3eerdsish) g1 30 TR Haehiid-deey
AT & 9fd S HEEhIfd S FHUROITAT & Gid & &9 A FIEATIT A §, THUANST H
facchg =R &1 3TAET H1BEYC IRTT AT AT 9T & TIT R STer § (3eJerasien) |




1L 8Rd & T ThTAAS & Hepsrasiea AT

e @s # afvld 9gfd & 9ree aRd §U, AR & AT THUANNST T AT ofemar a1
3R IRURE IT3CYC HATT AT & Y SHHT Jololl T TS| Fg AT 2006-07 T ggelr
foAT & 2017-18 & el fAAE & ST kst oX 3merRa g1 < SiEdr fr Aoen
G (TR 2011-12) 3737 UGS G &, S SISl & TAehelleh ol 3YANT Hleh o feowar

|

THUASNST & AT S & T aeafds sAifd &I, adias 3 Hise gig AR aredids s
IR 9wl T 3YIRT SATEATCHS T & & H FAT AT §| 3H aEdfds sifd &3 Hl Alfd
Y & @ @ 2, S 3usiedr Hed Faeie (FAS) H vk e 3w dr gaediia
(ored) & o fmar arr g1 S wolt 7 d@afe R werw Arhe gfawer i st waAer At
YR R ARG Iqgfad aroifogs dal & @edar HoT d9fg iR divas gasis
WfraE FAEERT F wama A gery g Hr A

ARON 1 & Jedd AT aRomH gid § & aeafas ifd e ar foaedl & e &
Y THUANHIST T FHNcHS T § GATAT X §1 aEdiaes shise gig IR awedfas &
SR gfawe wAe: & famfRal 3R e A & iaid & 9 UhTANST H HHERICHS
& gHad R g

arferet 1: Raest 3egaArT - PR =@ 3m3eye 3 (y,)

Vel 0.04 0.24 0.87
T4 -0.25%* 0.14 0.08
beis 0.17%* 0.09 0.07
SeNnseXx;. 0.06* 0.02 0.01

Al «+ 5 Ui W HgeaquT; * 10 Yfard 9 HgcaqoT

yi : 3M3EYE AR, 1 AREAfdeh SIS &T; be: el b hise Jhe;

sensex, S SUgs QT Reet

AT TRAT 3cgaedr WX Seed  (I3ES), ARE3E AR o@er @
IM0TaAT |



https://www.rbi.org.in/Scripts/MSM_Mintstreetmemos14.aspx#F2
https://www.rbi.org.in/Scripts/MSM_Mintstreetmemos14.aspx#F3

diferet 1 & UHTANST A HT FHISE Aotall Fhol &t & o q@ Showdr safer (g 2:
2008-09 ¥ Ugdl) H UHRUA3NGH TPRICHS AT - aEdded 3cdied THTAA 3cdlead & FIR AT
it faecda & 3R rdcgaedr # o e H Fah ¢

Chart 1: Estimated Finance-neutral Output Gap and Potential Output
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I§ Sea@eld § fh 2005-06 & FF 1: 2008-09 I 3@ & GRIT ddideh I-WET FOT

IR ardfasw R TR (Aivag daed) gfawe san 23.8 gfawd 3R 34.9 gfadea &
aif¥er a7 & 991, S 3iAd adide Hehel el 3¢l T gig X 9.3 gfaerd (I 2 ©
3R 2 o) i e A 9gd A B




Chart 2a: GDP and Non-food Credit Growth
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Source: Database on Indian Economy (DBIE), RBI and authors’ calculations.

Chart 2b: GDP Growth and Annual BSE Sensex Returns
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Source: Database on Indian Economy (DBIE), RBI and authors’ calculations.

SHUHE & ERTeA, THIATTAST F& aul deh HRIcHS M3 AR <@l & AT 3 & ggel
ACY &9 & gRAUfcadl 1 HiAdr F ool [R1ae & HROT ASRIcHS g1 I=7| glefifeh, 2013-14
& dTE, UHTAST A Hise iy 3R Pueress R ao Rl & HRT JRcAs a1
T, Ig 2017-18 & €R-¥RX &ifAa g arm|

1.1 Thua3ieh 3R Harehifd-deey 3m3eqe 39 & Jefer

R & fIU URTANNST ool FoehId-desy 3M3eye AW I Uh 3R fadd Jefel & oar
TolaT & & Qi & T Ageaqul ) § SfF e ol (A 3 3R 4) ¥ TS @S B

1. =ROT | (Fg 1: 2012-13 @ &g 4: 2014-15) H, THUANST HERAIA-deey Icumest
IR & &R o1 AR IJURR FhRIcAs Fhifh 5@ 3@ F 3z Hise Y iR



aEdfds AW SR Ifdhel T TeaAt Sdll TS| gTelifeh, HERHIA-deed Scurest AR
@ Jafer 7 FHRIeHS G

2. o Il (g 1: 2015-16 3 ¥ 4. 2016-17) H, AT & q dar 3R AT Hr
doaIRd doid ofic & ATY-A1Y aEdfde ¥R SOk & AGRIcHS® Ufdhd & &9 H
gfdfefad TRISES RR SR & FROT HF Hise g & T H  HAGR e
TEUTl & HROT THTANST AhRIcHS &1F # @ IR HERITI-aeed 3cieal ek &
FHTHT FHH TET|

3. =T Il (2017-18) H, UHU3ISN FhRIcHS @1 oifehel hise dig 3N ScaTEslTeh AW
IR FRafaal & qeecute #1 afid gUAANCT & 9 WM 7 WO F &R,
HAERII-TeCEd 3cdieel 3Tl 8 FhRicHAs 6T 3N FACT gl & v yideg @,
Ifehel THUASNST T Jolell #H eiely a1y |

Chart 3: FNOG vis-a-vis Inflation-neutral Output Gap
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Source: Chart 111.25, Monetary Policy Report, RBI, April 2018.

Chart 4: Movements in the Annual Changes in Explanatory Variables (Adjusted for Inflation)
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THTAAGT H FAST #H e @ & JfAwr thuasion & fagiie aRader fazawor &
s Tose 5 sU% A (I 5) W AfAeT RS & IREeT & erafdr &1 3eeor & fav,
$hise gig 3R AW TR Jfaher o =T 1| (Q1: 2015-16 & Q4: 2016-17) H THUANST &
e & T dhRIcAs e f&am| grelifeh, @O Il (2017-18) &, R[¥cd soR T o
THTSTS T ThRIcHS AT &ar Bl

Chart 5: FNOG - Historical Variable Decomposition
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Source: Database on Indian Economy (DBIE), RBI and authors’ calculations.

V. fasey

e aToIR &1 SIEThRT & AT HA dle HBEYe IR & 3HTeholed o gl o asi &
ARIIAT IS H gl THUANST 39, AT Acdd IR Fahasd & fAsd aar g, aiifa
3" & Tov rdcyaear i RUfd &1 3Fcld el & fov 39ART fhU 7T Hohdel & AT &
foT 3TeEnll SeeRY e #Rar Bl HaeRfd-dery 3mEcye AR AM Hghifd W
Jrfegaeyr # e & Wd & ®0 A @R B quil, 95 U d-Sived @t # 3T
#fse gfg 3R afwufed R Reet & 3c0eat 3rEqer # s H 310G 61| THTAST
33EYE 3R FI 3Meheled el & fAT THUA3NSN facda &7 & dehcohl A1 A H @A &,
S b hfse 3R gREulcd SoR = |

AR oRme 7 f41:2006-07 & fa3: 2017-18 & 3@fr & U g vhuasneh
39N AL Yee HT g, W 3ed / AT Hfse gfig 3R W SeR Reet v e
A, o & aRIRE 3UrT g Tl | Th3NTAST fa3: 2014:15 & dC § AhRIcHT e,
ofthet fd2: 2017:18 T T & §HT| AGRFHIA-ACEY 3M3CYC IR & T THTAASH
ot & 9 Teldr § o a1 2012-13 & fd4: 2014-15 & 2R, ThUasisl Heehifd-deey
3M3eYe IR & FW @M dAfd, f31:2015-16 & f34:2016-17 & 2RI, ThUaA3NSH HAhia-
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deEY 3M3eYe HAR F FIAr A @I, S SAETR A hise g & FROT 41| f¥1:2017-18 4,
el ASERITA-dCEY 13eYe el AR THTANGH FAhRIcHS T I Afdhed dR- §g gl
R Feh| GTeAlTeh, THUATS HERERIA-deey 3M3eYe IR & HHEo doft & e gl |

HATAT 33eYe 3N 3HBeqe AW Sl & A 3RIEd =W &, 3R 3 3egAe wafad
TRChHIOT & Gfd Hdcereliel g1 Hehdl &1 ST, RIS T, dehicdeh MefHTT EiocehIoT
39T ek, AT Fdeton 3R 3 FARE e @ A It Sl & Weh, HRITN Th
& TOT W 38 AT T AN A & T 3M3eYe R S Hedichad Al gl

iCt

@ ARy, & Beate R A, Safoww, RidfHr MERTe m3eqe: vAAfET gAwieRe
TEI3C & BISATATA AT5hel," 3MSTH afheT AW, 404, (FRE 2013)|

QFeN, AT 3 ARFT Tefehrel TAIRITAA, (1962), Tt 98-104 |

SLd. Ty, O T, 3R S S, T ASR 6 $rseE-sggd 33eqe AT Bk SfEAr, RS
afder T WS, Sseqdivd (SIEW3R), AT (2017)



HaERIA-deey 3m3eye AR AR fea-deey 3m3ege 3] - AYeT

g dehellehl 3y 3MB3ede AR & FAaRue wefewhe fiheex, Aorhifd-dery 3R fAacd-
Ty 3T & fLevuTcA® AT &1 fqaRor &ar gl

gifgeh-Oic (Tadl) fhect HBeqe HAX &1 3Mhold el & AU Fd N &7 & 3uhar
forar Setarenr gfAalve wefewmer ot # ¥ wa g1 T8 fhecy wdaeior & o oo e
W IR § ST A AT H PRI AR A F FAT IR W IAH HR STl B
I Tafer e thererel @ A Sieh e 3M3ee (V) I el &,

Min¥7_1(Yt — %) + AXI[(% — %my) — (Fes — Ba)]? (1

Ugell eg Ygicd & Y, & T faweret @ AT g, 3T FHIIAT Sedie (V,), ST TshiT gew
EfSa e &1 gEY eg WMIfad 33eqe (V) F IR X & Jeif & AT & vt A g1 gEsr
Use WHTIAT 3M3eqe (V) 1 g &7 & IRdaceT @l &f3d am g1 difsried R#fex & e
93T g, 3 e FA 3R IRuTETEET dfad A SRR gl st @A
AFS H PR X =0 dF 7 & AT F15 &5 @ ¢, X 50 s@en & &7 # & g
mm%lqaﬁw,aﬁxagaﬁnéw%ﬁrma:ﬁvaﬁwmmmsﬂt
g1 Teh el Y@ gl

I FAERERITA-deEy 3M3eYe IR

3M3TYC 3R (y,) N W97 T (Y,) & aEdideh 3M3eYe’ & faucle & & & qRemiya
ST &, S 38 @HIfad TR (V) & g &l

e=Y-k (2)

Both y, and ¥, are unobserved and represented as state variables in the equations. The
level of potential output (¥,) evolves according to potential growth rate (G;) and a level shock
term (& f}_ The stochastic process for potential output is characterised by the following
equation:

i=Y 1+ G ++;’. (3)
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FAIROT (2) 3R (3) & fARerd, 3M3eYe HR & AEATER T el WiFT ufhar & &9
# Afsfoer far amr §:

Ye=@Yi—1 + & (4)

HAERTI-TeEy Tehiol #, H3eYe & EH3 T & T IBCYC & &R & &7 H w7 AR
R FerehIfa (3N, 1962) & arar aRenfed fohar s2m &1 gafaT, Aerehfd-deey 3mseqe
3R AT HT A oA & AT, FeeRfd & fow fefoca wd geaee @ anfder fhar Ir,
S AEATad TihaT & AR HERHIA (nt) R 3T I 3T & IM3CYE IR & e
HT S &l

My = ATy + AaTyg + AaT3 + AaTr g + By + &7 (9)

$H o ¥ IFATAT HT3EYE e’ (FHIROT 2 F 5 &I YA dieh) HERWHITT TR & 3&T
& AR AGERTA-aery 3M3eqe HR & §T F ST AT L

II. fca-deey 3m3eye 3R

$H o #, arEdideh SOTeT &Y & A1y facdiy =X (aedids d $ise gfg 3 areafas )
ISR adl) 3M3eye e’ & AU fqavolcrms T & &7 & 39T fhar S 1 g7 =R &
AMAS A & dTe HAMT 3M3eqe R FHeor e fe=r arm &

Ve = @Vi—1 +¥Xe + fé}, (6)

ST8T X, = (1, bey, sensex,) ; 1, : AEideh NI IT; be, : AEATdR deh ST Jhe; sensex, : MNTHAS
Y@y CaRT aEiash Tieh Alhe Reol Yol $H o @ AT 3M3eYC R (FHhor
2,3 3R 6 & 3UANT Ieh) fdcd-deey 3M3CYC HeR & &I A A1 STl § Fiieh Ig AT
facd = & afafefr & fav fAzFor Far &

a‘gﬁ%ﬂ’l‘q Fhedlel Theed o] aleh Uod TIH e H Fardl AfFaas dlschoﬂgs (FgUHAT)
#AYS HT UGN b FHIRIUN SN GO & AT AT STl g1 FSIoh S, HleHT & oATH
W IGT TN FordeT heeRar, Th TeMRYA § St AT & A1 W 91T AT W HiT Th JWell
T 3UANT AT g, S AieFhE Aigel AR 3T oA gl &, 3R et W F A
3 L B
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31, ¢aT gdTe Y, 31 gfde ar 3R & Sraw S Aifge Aifa [AEeT J waen aEeierd,
faeers 3T TEs qUHLST §1 39 tTT H ¥ad AR d@dl & fIur § 3R 3maas
T § ARG R d¢ & AR 87 g1

> RecIeT U H@ell 7 JHERT-37eleT 3MURT & Ha &L arelr ar a1 & ¥ 31t @ s@en
FI AT A Hr gfehar gl

} grered 3T 33T SHRIATHT, IRETS A 3eT T araT § (hitps:/www.rbi.org.in).

$2011-12 &r Hradr W SEdr &R
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