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Recalibrating from Divergence to Convergence:
The Indian Experience
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Notes: The carry trade Index plots the Bloomberg Cumulative FX Carry Trade for Managed G10 currencies which measures the cumulative return of a buy-and-hold carry trade position that is
long in the three highest yielding G10 currencies and is fully funded with short positions in the lowest three yielding G10 currencies.
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Assessing global risks (1):
(Geopolitical stress and policy uncertainty
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Global financial conditions
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Assessing global risks (2):
Financial market spillovers

Total Global Equity Market Spillovers Total Global Currency Market Spillovers
Covid-19 X
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Russia- (
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Note: Solid blue (orange) line depicts the global equity (currency) market volatility spillover index computed using the Diebold-Yilmaz connectedness approach on daily data for 21 major equity markets (22 major
currencies) including India. As a robustness check, the shaded area provides a min/max range based on varying lag-length structures of the underlying VAR model. Sources: Bloomberg and RBI staff estimates. 7
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"9 | Implications for India (1):
¥ | Economic policy uncertainty
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Google Trends-based Uncertainty Index (India — GUI)
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Left panel: Solid blue line show the Google Trends-based uncertainty index for India (India-GUI); Right panel: Solid red line shows the estimated impulse responses of domestic GDP growth (YoY%) and 9
headline inflation (YoY%) to a one standard deviation shock to India-GUI. The shaded region shows the 90 percent confidence interval. Source: Pratap, B. and Priyaranjan, N. (2023).
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Implications for India (3):
Geoeconomic fragmentation and trade flows
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Sources: Caldara, D. and Lacoviello, M. (2021),IMF and RBI.
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Implications for India (4):
Capital flows at riskk analysis

India's Net Capital Flows Impact of Rise in US CBOE VIX
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Implications for India (5):
Financial market volatility spillovers and spillbacks

Net Equity Market Spillovers from Rest of the World Currency Market Spillovers from Rest of the World
6 4
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2
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Note: The above plots show the net volatility spillovers from rest of the world (all other markets) to India estimated using the Diebold-Yilmaz connectedness approach. The left plot corresponds to equity market
volatility spillovers while the right plot depicts the currency market spillovers to India on a net basis. Sources: Bloomberg and RBI staff estimates.
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Implications for India (6):
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Quarterly Projection of

Outlook for India (2): CP! Inflation (y-o-y) 0
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Outlook for India (4):
Exchange rates and external sector indicators

External Sector Indicators (Per cent / Months)

D L)
Appreciation(+)/Depreciation (-) against US dollar

(September 30, 2024 over January 1, 2024)
o indicator End-Mar |End-Mar | End-Mar | End-Jun
Malaysian ringgit 2013 2023 2024 2024
Thailand baht
South African rand External Debt to GDP (%) 22.4 19.0 18.9 18.8
Indonesian rupiah Short-term Debt (original 23.6 20.6 19.1 19.4
Chinese yuan maturity) to Total Debt (%)
Indian rupee Short-term Debt (original 5.3 3.9 3.6 3.7
—— maturity) to GDP (%)
Philippine peso
Reserves to Total Debt (%) 71.3 92.7 96.6 95.6
Vietnamese dong
Chilean peso Short-term Debt (original 33.1 22.2 19.7 20.3
maturity) to Reserves (%)
Russian ruble
Srail | Short-term Debt (residual 590 47.4 44.9 46.0
razifian rea maturity) to Reserves (%)
Turkish lira i
Reserr\:e Cover of Imports (in 70 96 113 11.2
Mexican peso mont S)
Argentine peso Debt Service Ratio (%) 5.9 5.3 6.7 6.6
i IIP (Net)/GDP ratio (%) -17.8 -11.3 -10.3 -10.3
Per cent CAB/GDP ratio (%) -4.8 -2.0 -0.7 -1.1
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