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The financial vesource balance' of the domestic
economy remained in deficit at 2.5 per cent of GDP in
2022-23 as compared to a deficit of 1.9 per cent in 2021-
22. Net financial wealth’ of domestic sectors moderated to
24.9 per cent of GDP in 2022-23 fiom 29.0 per cent in
the previous year but remained above the pre-pandemic
level of 24.2 per cent in 2019-20. Financial assets and
linbilities of other depository corporations experienced
the highest growth since 2014-15 as credit demand
firom households and businesses vemained buoyant. Non-
financial corporations improved their vesource balance
amidst moderation in debt-equity ratio of PuNFCs.

Introduction

The financial accounts offer a comprehensive
framework for analysing financial transactions
and outstanding positions of financial assets
and liabilities across institutional sectors® of the
economy. Introduced as the "flow of funds (FoF)"
in Copeland's pioneering analysis of money flows
(Copeland 1949), financial accounts have evolved

significantly, gaining prominence as a critical tool for

~ The authors are from the Department of Economic and Policy
Research. The authors are thankful to Shri Anand Prakash for his valuable
suggestions and guidance. The views expressed in this article are those of

the authors and do not represent the views of the Reserve Bank of India.
1

Financial resource balance (surplus or deficit) of a sector is measured as
the net acquisition of financial assets less net incurrence of liabilities.

2 Net financial wealth (NFW) is the difference between stock of total
financial assets and liabilities excluding equity and investment fund shares.
3 The institutional sectors include: (i) financial corporations (FCs); (i)
non-financial corporations (NFCs); (iii) general government (GG); (iv)
households (HH) including non-profit institutions serving households
(NPISHs). Rest of the world (RoW) is considered as a de facto sector because
it only shows transactions of the domestic economy vis-a-vis non-residents
and does not account for all the economic activities taking place abroad.
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assessing financial interconnectedness, uncovering
potential vulnerabilities, and ensuring consistency
in macroeconomic measures. Structured on from-
whom-to-whom* (FWTW) basis, the financial accounts
illuminate structural shifts in savings, investments,
and indebtedness across sectors, enhancing insights
into financing of economic growth, monetary policy
transmission and financial intermediation. The
relevance of financial accounts amplified, particularly,
in the aftermath of the Global Financial Crisis of 2007-
09, when the need for monitoring financial flows to
identify systemic risks became apparent. Financial
accounts compilation, thus, became a crucial part of
the G-20 data gap initiative.

In this backdrop, the Reserve Bank of India's
financial accounts compilation framework known as
the financial stocks and flow of funds (FSF) which
detailed

instrument-wise stocks and flows of financial

presents a view of sectoral and

assets and liabilities. These accounts provide

shifts
savings and borrowings patterns that hold pivotal

valuable insights into the in domestic

role in shaping the financial outcomes.

During 2022-23, the demand for credit,
particularly from households and corporations,
remained robust. The government sector stayed on
the path of fiscal consolidation in 2022-23 while the
current account deficit (CAD) widened to 2.0 percent
of GDP, reflecting higher import costs amidst geo-
economic fragmentation and elevated global food,
energy, and commodity prices. As macroeconomic
and financial developments interact and impact each
other, a comprehensive view of the inter-sectoral
financial flows can be gauged best by FSF accounts
by tracking the changes in resource mobilisation,

the sectoral financial resource balance and their

4 The "from-whom-to-whom" (FWTW) basis provides a detailed mapping
of financial transactions and stocks, identifying the origin (creditor) and
recipient (debtor) for each financial instrument, thus clarifying inter-sectoral
financial linkages and systemic economic dependencies.
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respective net financial wealth (NFW). This article
delves into financial trends of the Indian economy
during 2022-23, using an FWTW approach. The rest of
the article is structured as follows: Section II provides
the sectoral and instrument-wise financial flows
in the economy during the year under review. An
assessment of sectoral financial resource balance is
presented in Section III. Section IV illustrates sector-
specific financial trends in detail. Section V concludes

the article.
II. Financial Flows: Sector and Instrument-wise

In 2022-23, total financial assets of the domestic
sectors registered a growth of 9.8 per cent as compared
with 9.9 per cent in 2021-22 while liabilities increased
by 10.4 per cent as compared with 10.2 per cent in
the previous year. Households (HH) and financial
corporations (FCs), jointly accounting for over 70
per cent of the total financial assets, remained the
primary surplus sectors during 2022-23, catering to
the financing needs of the general government (GG)
and private non-financial corporations (PvNFCs)
[Chart 1 and 2].

Financial Stocks and Flow of Funds of the Indian Economy 2022-23

While most of the sectors exhibited a deceleration
in the growth of their liabilities during 2022-23, the
HH sector recorded an acceleration on account of
increased borrowings from the banking and non-
banking sectors. At the same time, growth in financial
asset creation by the HH sector moderated during the
year. Public non-financial corporations (PuNFCs),
however, registered robust growth in both financial
assets and liabilities.

Among financial instruments, currency and
deposits, loans and advances, and debt securities
together accounted for nearly two-thirds of the total
financial assets and liabilities as at end-March 2023.
For FCs including the central bank, debt securities and
loans and advances constituted almost three-fourths
of their total financial assets, while currency and
deposits served as their primary sources of liabilities.
HH liabilities are predominantly in the form of loans
and borrowings, while their financial assets are
largely in the form of currency and deposits. Equity
and investment funds constituted the major financial
assets of RoW, while debt securities continued to
dominate their liabilities, subscribed mostly by the
central bank (Chart 3).

Chart 1: Institutional Composition of Financial Assets and Liabilities
(as at end-March 2023, in per cent)
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Source: Authors’ calculations.
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Chart 2: Institution-wise Growth
(Y-o-Y in per cent)
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Source: Authors’ calculations.

III. Financial Resource Balance

In 2022-23, the financial resource balance of
the Indian economy remained in deficit. The deficit
increased to 2.5 per cent of GDP from 1.9 per cent in
the previous year, driven primarily by the moderation
in the surplus of HH (Chart 4).

Further, NFW of all domestic sectors moderated
to 24.9 per cent of GDP as at end-March 2023 from
29.0 per cent in the previous year’. However, the
NFW remained above its pre-pandemic level of 24.2
per cent in 2019-20. The moderation in the NFW
witnessed across the board in 2022-23 reflects the

Chart 3: Institutional Instrument Holdings
(as at end-March 2023)
a. Financial Assets b. Liabilities
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Source: Authors’ calculations.

> Equity and investment funds and reserves and surplus are excluded from liabilities in the measurement of NFW.
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Chart 4: Financial Resource Balance
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normalization after the pandemic-induced anomaly
in 2020-21 (Table 1).

IV. Sectoral Financial Linkages

The interlinkages and interdependence among
institutional sectors were reflected in the direction
and magnitude of the net flows (uses minus sources)
[Chart 5]. A shift in the stance of the monetary
policy from accommodative to withdrawal of
accommodation and the concomitant fall in surplus
liquidity in the banking system led to a decline

in the parking of surplus funds by ODCs with the

RBI. Consequently, net flows from ODCs to the RBI
witnessed a reversal during 2022-23. The trend in net
flows from HH to GG, OFCs and RBI remained broadly
stable. However, HHs received net inflows from the
ODCs during 2022-23, driven by rising credit demand,
in contrast to the marignal net outflows witnessed
in the previous year. Additionally, the magnitude of
flows from ODCs to GG increased, reflecting higher
public borrowing requirements. With a sharp increase
in loans from ODCs, PuNFCs turned net borrowers of
funds in 2022-23, as against being net lenders in the
previous year. In contrast to 2021-22, when the GG

Table 1: Sectoral Net Financial Wealth
(per cent of GDP at current market prices)

Sector 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21 2021-22 2022-23
1. FCs 28.4 28.3 28.9 28.1 30.2 31.7 31.3 33.5 37.9 34.0 33.8
2. NECs -20.8 216 -26.7 -26.1 30.2 -35.1 -37.6 383 34.8 34.9 344

2.1 PuNFCs -1.4 2.0 2.0 2.2 2.3 2.2 23 2.7 -3.0 2.6 -2.0

2.2 PyNFCs -190.4 -19.6 -24.7 -23.9 -27.9 -32.8 -35.4 -35.7 -31.8 -323 -32.4
3. GG -49.2 -49.9 -49.5 525 51.2 511 -50.9 54.2 -68.1 -63.1 -61.3
4. HH 74.0 74.1 76.4 77.8 79.1 80.6 82.1 833| 1005 93.1 86.8
> ?10321 +344) 32.4 30.9 29.0 27.3 27.9 26.1 24.9 24.2 35.5 29.0 24.9
6. RowW 24.0 24.3 23.9 23.1 21.4 20.8 21.0 19.6 19.0 17.5 17.2

Source: Authors' calculations.
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Chart 5: Cross Sector Flows
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Note: Chords represent the inter-sectoral flows, and length of an arc represents involvement of the institutional sector in terms of the relative share of flows in the total
economy. The extension of the chord from a sector's colour base to another sector indicates net lending.

received net inflows of funds from the RBI, a reversal
was witnessed in 2022-23, reflecting redemption of
the central government debt securities held with
RBI. Further details of sectoral flows are discussed in

subsequent sections.
IV.1 Financial Corporations
IV.1.1 Central Bank

In 2022-23, growth of financial assets and
liabilities of RBI decelerated to 2.5 per cent (8.4 per
cent in 2021-22) and () 1.6 per cent (10.1 per cent
in 2021-22), respectively®. On the asset side, foreign
currency assets declined, particularly deposits held
with foreign institutions’, to USD 98.0 billion at
end-March 2023 from USD 177.7 billion as at end-
March 2022 (RBI, 2022 & 2023). Growth of currency
liability of the RBI moderated further to 7.8 per cent
in 2022-23 from 9.9 per cent in the previous year

© It may be noted that, in FSF, financial liabilities exclude reserve funds
while financial assets exclude fixed assets, thereby leading to a divergence
in growth rates of financial assets and financial liabilities.

7 Deposits held with foreign institutions comprise deposits with foreign
central banks, Bank of International Settlement (BIS), International
Monetary Fund (IMF), foreign commercial banks as well as external asset
managers (EAMs).
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amidst increasing preference for digital payments.
The deposit liability of the RBI declined by 23.4 per
cent in 2022-23 on account of the earlier noted shift

in monetary policy stance.
IV.1.2 Other Depository Corporations

Depository corporations other than the central
bank are basically engaged in financial intermediation
as their principal activity, mostly funded through
deposits or market borrowings. In the Indian financial
sector, the scheduled commercial banks (including
regional rural banks) are the largest sub-sector of the
ODCs with 85.5 per cent share in the total financial
assets followed by co-operative banks. The balance
sheet of ODCs has witnessed accelerated growth
since 2020-21, driven by sustained credit demand.
The financial assets and liabilities of ODCs increased
by 11.7 per cent and 11.8 per cent, respectively,
during 2022-23 - their highest growth since 2014-15
(Chart 6 & 7).

While deposit growth of the ODCs accelerated
to 10.4 per cent during 2022-23 from 9.6 per cent
in the previous year, borrowings of ODCs through

debt securities increased by 25.0 per cent vis-a-vis a
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Chart 6: ODCs - Share in Financial Assets
(as at end-March 2023, in per cent)
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Source: Authors’ calculations.

Chart 7: ODCs - Growth in Financial Assets
and Liabilities
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decline of 5.9 per cent in the previous year. HH sector
continued to have a major share of fund flows from
ODCs in the form of loans and advances. While flow of
funds from ODCs to GG, OFCs and PvNFCs increased,
flows to RoW witnessed a moderation. A net inflow
was witnessed by ODCs from other domestic sectors
primarily on account of the decline in deposits with
the RBI. (Chart 8).

IV.1.3 Other Financial Corporations

The distribution of the financial assets and
liabilities in the OFC sector is dominated by insurance
corporations followed by mutual funds and pension
and provident funds (Chart 9).

After witnessing two years of double-digit growth
on the back of pandemic-induced demand, growth of
financial assets and liabilities of the insurance sector

Chart 8: Sector-wise Flow of Financial Assets of ODCs

Source: Authors’ calculations.
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Chart 9: Composition of OFCs
(as at end-March 2023, in per cent)
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Note: Others include All India Financial Institutions (AIFIs), State Finance Corporations (SFCs), State Industrial Development Corporations (SIDCs) and Housing Finance

decelerated to 8.6 per cent in 2022-23 (12.4 per cent in
2021-22) and 7.9 per cent (12.4 per cent), respectively
(Chart 10).

The annual increase of assets under management
(AUM) of mutual funds (MFs) moderated from 9.2
lakh crore during the pandemic year (2020-21) to X1.9

lakh crore in 2022-23, primarily due to moderation

in asset prices (Chart 11). As at end-March 2023, the
AUM of the mutual fund industry stood at ¥39.4 lakh
crore with 14.57 crore mutual fund accounts/folios

(SEBI 2023).

The balance sheet of pension and provident
funds (14.4 per cent of GDP) registered an increase of

16.4 per cent in 2022-23 on top of 18.1 per cent rise

Chart 10: Insurance Sector - Growth in
Financial Assets and Liabilities
25
20
g 15+
g
5
&
S 10 8.6
Y]
>
o
N 79
5 =
0 T T T T T T T T T T 1
o\ < n O ~ o0 (o) o — o~ o
o~ [1a) < n O ~ o0 (e} o — o~
— — — — — — — — o o o
o o o o (=} j=} j=} o o o o
o~ o o [ o o o~ o o o o
Financial Assets Liabilities
Source: Authors’ calculations.

Chart 11: Trends in Mutual Funds
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in the previous year. Despite a growing interest in
equity investments, government securities remained
the dominant asset class, accounting for 50.9 per cent
of the total financial assets of pension and provident
funds.

IV.2 Non-Financial Corporations

(NFCs)
primarily engaged in producing goods and non-

Non-financial corporations [entities
financial services] include public NFCs (PuNFCs)
[such as central public sector enterprises (CPSEs),
power companies, and port trusts] and private NFCs
(PYNFCs) comprising non-government, non-financial
companies. During 2022-23, NFCs reduced their
resource deficit to 4.4 per cent of GDP from 4.5 per
cent in the previous year. Further, the NFW of NFCs
remained negative, although it moderated to (-) 34.4
per cent of GDP in 2022-23 from (-) 34.9 per cent in
the previous year. The debt-to-equity (D/E) ratio of
PuNFCs fell in 2022-23, with rise in capital infusion
particularly in the manufacturing sector. In contrast,
the D/E ratio of PVNFCs increased, attributable to
increased demand for credit by PvNFCs (Chart 12).

Financial Stocks and Flow of Funds of the Indian Economy 2022-23

IV.3 General Government

Fiscal consolidation by the Union Government
post-pandemic brought the gross fiscal deficit down
to 6.4 per cent of GDP in 2022-23 from 6.7 per cent
in the previous year, and 9.2 per cent in 2020-21 (Gol
2024). The state governments combined gross fiscal
deficit (GFD) was 2.8 per cent of GDP in 2022-23 as
compared with 3.4 per cent in the previous year.
The financial resource gap of general government® in
2022-23 stood at 6.0 per cent of GDP, as compared
with 5.9 per cent in the previous year (Chart 13).
General government debt reduced to 84.3 per cent of
GDP from 86.8 per cent in 2021-22.

Growth of equity investments in statutory
corporations and joint stock companies, comprising
the bulk of financial assets of central government,
accelerated to 15.5 per cent during 2022-23 (13.5 per
cent in 2021-22) with increased capex by the central
government. Total loans and advances extended by the
central government increased by 9.2 per cent during
2022-23. On the liabilities side, debt securities issued
by central government, accounting for 74.0 per cent
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Chart 12: Debt to Equity Ratio
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of its total liabilities as at end-March 2023, rose by

11.4 per cent over the previous year.
IV.4 Households (including NPISHs)

During 2022-23, HH net resource balance
declined to 5.2 per cent of GDP from 6.7 per cent in
2021-22 and 11.5 per cent in 2020-21, as households

continued to drawdown on their excess savings

accumulated during the pandemic year (Chart 14).
While the financial assets flows increased marginally
to 11.1 per cent of GDP (from 10.6 per cent in 2021-
22), liabilities of HH increased by 5.9 per cent of
GDP in 2022-23 (from 3.8 per cent in 2021-22), as HH
borrowed more, both from banks and non-banking
financial companies (NBFCs). With a sizeable part of

HH credit being used for real estate, there has been a

Chart 14: Financial Surplus of the Households
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compositional shift in total household savings away
from financial savings in favour of physical savings
(NSO, 2024).

Regarding the financial assets of the HH sector,
deposits with banks, non-banks and small saving
schemes accounted for the maximum share in total
assets. The financial assets of the sector grew by
0.8 per cent in 2022-23 as compared with 10.5 per
cent in the previous year. Investment in equities
and mutual funds remained robust, attracted by
buoyant equity market conditions. In contrast to
the general trend of HH allocating their surplus to
all the sectors, HH turned net borrowers from the
ODCs in 2022-23 on account of robust credit demand.
Annual growth of currency holdings of HH, however,
has been moderating with increasing preference for
digital payments. On the liabilities side, while ODCs
remained the primary source of finance, borrowings
from both ODCs and OFCs surged. Consequently,
household debt as a percentage of GDP increased to
30.4 per cent as at end-March 2023 from 38.1 per cent
a year ago. The stock of HH financial assets reduced to
126.2 per cent of GDP at end-March 2023 from 131.2

Financial Stocks and Flow of Funds of the Indian Economy 2022-23

per cent a year ago. Accordingly, their net financial
wealth reduced to 86.8 per cent of GDP from 93.1 per
cent over the same period, although it was above the
pre-pandemic position (83.3 per cent of GDP in 2019-
20) [Table 1].

IV.5 Rest of the World

India remained a net borrower from the RoW in
2022-23. With higher merchandise deficit, and higher
outgo relating to primary income, the current account
deficit widened to 2.0 per cent of GDP from 1.2 per
cent in the previous year. On the financing side, net
FDI inflows were lower at 0.8 per cent of GDP in 2022-
23 (1.2 per cent in the previous year) while portfolio
investments witnessed outflows of (-) 0.2 per cent
of GDP [(-) 0.5 per cent in the previous year] amidst
heightened global uncertainties. Forex reserves
declined by US$ 28.9 billion to US$ 578.4 billion as
at end-March 2023, of which US$ 19.7 billion decline
was due to valuation loss. Consequently, growth
of liabilities of the RoW decelerated for the third
consecutive year in 2022-23 (Chart 15).

The share of debt securities, which is the main
component of RoW's liabilities, however increased
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further during 2022-23, as RBI's foreign currency
deposits with foreign central and commercial banks
were substituted with debt securities (RBI 2023).

IV.6 Sector and Instrument-wise Heat Maps

The

the increase in financial assets and liabilities of the

heat maps of sector-wise contribution to

domestic sectors are presented in Tables 2 and 3,
respectively. Financial assets of the domestic sectors
increased by 9.8 per cent during 2022-23. ODCs,
HH and OFCs contributed almost 80 per cent of the
total change, led by ODCs (28.7 per cent). In terms of
instruments, loans and advances contributed the most
to the increase in assets, followed by debt securities
and deposits. Barring central bank and ODCs, an
increase in deposits was seen across all the sectors with

maximum contribution by HH. Equity investments

ARTICLE

saw an increase across all the institutional sectors.
The HH sector, the sole contributor to the insurance,
pension and provident funds, witnessed 10.5 per cent

increase in the assets invested in this sector (Table 2).

The liabilities of the domestic sectors increased
by 10.4 per cent during 2022-23, driven by ODCs,
NFCs, and GG. Instrument-wise loans and borrowings
remained dominant, however, deposits by ODCs
contributed the highest to the change in liabilities,
followed by debt securities issued by GG. As noted
earlier, deposit liability of the central bank reduced on
account of decrease in liquidity surplus in the banking
system while deposit liability of RoW reduced due to
fall in RBI's foreign currency assets. RoW's liabilities
in the form of debt securities increased by 20.4 per
cent (Table 3).

Table 2: Heat Map: Financial Assets 2022-23

. . Central Domestic
Financial Assets Bank ODCs OFCs NFCs GG HH Sectoral Share RoW
15.0 6.3 - 12.1 5.5
Monetary Gold and SDRs ©05) 0.1) 0.6) (12)
Currenc jok 8.2 7
¥ (0.1) (2.2) (2.3)
Deposits -40.1 -10.0 12.6 13.5 12.3 9.6 5.6 8.0
P (5.1) (2.7) (1.9) 3.5) (23) (13.0 (13.6 (10.6)
. 13.0 10.4 10.1 16.6 215 19.7
Debt Securities 5.2 (6.2 ®:8) (13) 03) (0.7
38.1 16.8 10.5 9.4
Loans and Advances 0.8 - 7.2) (3.0 0.9)
i 20.6 9.2 6.6 15.4 8.7
Equity and Investment Fund 03) (3.6 (3.4) 2.1) 2.3)
. 10.5 10.5
Insurance, Pension & PF 9.6) 9.6)
: 32.2 7.9 8.0 10.8 48.8 27.3 115
Other Account Receivable 1) 0.3) 0.8) @3) 0.8) 02) 6.5)
14.0 85 -13.3 3.6
Others (1.4) (0.2) (2.8) (12)
. 25 73 11.3 9.8 83
Pomestic SeCtoral Share (1'5) _ (12‘8) (5’9) - (100) (100)
Notes: 1. Green and red colours indicate increase and decrease in assets, respectively.
2. Higher contributions to the changes in value of assets are represented by higher colour concentration.
3. Figures in the parenthesis show instrument-wise contribution to total change in assets of the domestic economy.
4. Figures in the parenthesis of RoW show instrument-wise contribution of total change in assets of RoW.
5. "-"indicates Nil. & ".." indicates Negligible.
Source: Authors’ calculations.
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Table 3: Heat Map: Liabilities 2022-23
Liabilities C;::;fl oDncs OFCs NFCs GG HH | DOmee | row
Monetary Gold and SDRs (g:?) i (Cs):?) (g:;)
Currency 78 e
2.2) (2.2)
Deposits (233(3 - (10355)
Debt Securities (215(;; (1241(;
Loans and Borrowings (1345(; (1391‘:;
Equity and Investment Fund (gzz) (?:‘1;) (;:Z)
Insurance, Pension & PF (10917) - - (3:; (19055)
Other Account Payable 1(325)1 (202 85) ((8):?) (g:g) f(flz) (2:34; (g:g) -
Others (21976) (lz:) 35; (162(;;
Domestic Sectoral Share ((1)3) (12; (iié) (11006,40) (1350)

Notes: 1. Red and green colours indicate increase and decrease in liabilities, respectively.
2. Higher contributions to the changes in value of liabilities are represented by higher colour concentration.
3. Figures in the parenthesis show instrument-wise contribution to total change in liabilities of the domestic economy.
4. Figures in the parenthesis of RoW show instrument-wise contribution of total change in liabilities of RoW.

5. "-"indicates Nil. & "..” indicates Negligible.
Source: Authors’ calculations.

V. Conclusion

The financial stocks and flows during 2022-
23 highlight the continued role of households and
financial corporations as surplus sectors in meeting
the financing needs of the general government and
private non-financial corporations. Financial assets
of the domestic sectors increased by 9.8 per cent
during 2022-23 while their liabilities increased by
10.4 per cent. The net financial wealth (NFW) of
domestic sector moderated to 24.9 percent of GDP
at end-March 2023 from 29.0 percent in the previous
year mainly on account of higher growth of liabilities
vis-a-vis financial assets, driven by buoyant credit
demand. However, the NFW at end-March 2023
remained above the pre-pandemic level of 24.2
percent in 2019-20.
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