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Banning of crypto poses
challenges: Gita Gopinath

ARUP ROYCHOUDHURY
New Delhi, 15 December

Fund (IMF) chief econ-

omist Gita Gopinath said
on Wednesday that cryptocur-
rencies were proving to be a
challenge for emerging mar-
kets and that strong regulation
was needed for the sector.

She, however, said there
were practical obstacles to
banning cryptocurrencies,
given their decentralised
nature.

Gopinath’s comments
come at a time when the gov-
ernment is looking to bring a
Bill on cryptocurrency regula-
tion. It is learnt however, that
the Union Cabinet on
Wednesday did not take up the
Bill for consideration. With the
current Winter Session ending
on December 23, the chances
of it being tabled in Parliament
seem remote.

Speaking at an event orga-
nised by National Council of
Applied Economic Research
(NCAER), Gopinath also said
that India’s fiscal and mone-
tary policies will both need to
be accommodative for the
next few quarters, given the
continuing uncertainty
around Covid-19.

“I think cryptocurrencies
are a particular challenge for

I nternational Monetary

emerging markets. It would
seem that cryptocurrencies
are more attractive for emerg-
ing markets compared to

developed economies.
However, emerging markets
have exchange rate controls,
capital flow controls, and
cryptocurrencies can impact
that,” said Gopinath, who is
slated to be the first deputy
managing director of the IMF
early next year.

“Regulation is absolutely
important for this sector. If
people are using this as an
investment asset, then
the rules which are there for
other investment classes
should apply here as well,
Gopinath said.

She added, banning cryp-
tocurrencies would pose prac-
tical challenges, and that a
global policy on cryptocur-
rency was the need of the hour.

The government had listed
the Cryptocurrency and
Regulation of Official Digital
Currency Bill 2021 for tabling
and passage in the Winter
Session. While the written list-
ing had said the Bill would
prohibit all private cryptocur-
rencies in India, it was later
clarified that the descriptor
had been carried over from the
listing of the previous Budget
Session of Parliament. The Bill
had not been introduced then
and was not listed for the
Monsoon Session.

Govt may not
take up crypto
Bill in ongoing
House session

AUnion Cabinet meetingon
Wednesday did not discuss a
Bill regulating cryptocurrencies,
which means that Parliament's
Winter Session ending on
December23is unlikely to take
up the legislation.

The government had listed
the Cryptocurrency and
Regulation of Official Digital
Currency Bill 2021 for tabling
and passage in this session.
While the written listing had
said that the Billwould prohibit
all private cryptocurrencies in
India, itwas later clarified that
the descriptor had been carried
overfrom the listing of the
Budget Session of Parliament.

The Bill had not been
introduced then and was not
listed for the Monsoon Session
either. Finance Secretary TV
Somanathan and other officials
have made two things clear:
Cryptocurrencies will not be
allowed as legal tender, and
they may be allowed as
regulated tradable financial
assets.

BS REPORTER

Agriwishlist: MSP based on
realistic cost, subsidised fuel

PRESS TRUST OF INDIA
New Delhi, 15 December

Farmer organisations and agri
experts on Wednesday pressed
for MSP based on realistic cost
of production, higher sub-
sidies on diesel and allowing
new technologies like geneti-
cally modified organisms
(GMOs) in their pre-Budget
submission to the finance
ministry.

Ministers of State for
Finance Pankaj Chaudhary
and Bhagwat Karad held the
first pre-Budget consultations
with representatives of agri-
culture and agro processing
industry through virtual
mode.

In order to achieve the tar-
get of doubling farmers’
income, Consortium of Indian

Chip...

“Our biggest advantage is our
design ecosystem. We already
have 25,000 design engineers
in India. All the major econ-
omies are today giving 50 per
cent capital incentive for semi-
conductor fab and display fab.
We will be giving a similar
incentive. But we are also offer-
ing something extra — a clear
20-year roadmap for generat-
ing and nurturing talent and
making sure that as the indus-
try grows, there is a sufficient
number of required talent,” the

Farmers Associations (CIFA)
Chief Adviser P Chengal Reddy
said the government should
increase priority sector

CIFA also said steps should
be taken to solve labour short-
age and high labour cost. He
suggested MNREGA

lending to agriculture |RUN-
TOTHE

by 25 per cent.
He suggested that

UP | should be linked to all
farming activities.
Besides, Reddy
sought reduction in
taxes on pesticides

the Commission for
Agricultural Costs and }
Prices, which is the and recommended

gox{)ergment’s 'adViS(i- BUDGEl' f?roviscilqn 1of 5,000
ry body on price pol- 2022-23 itres diesel per sea-

icy for crops, should

son for harvesting

be made autonomous
for fixing the minimum sup-
port price (MSP) by ascertain-
ing realistic cost of production.
Reddy pitched for allowing
“technologies including GMO”
in a time-bound manner to
boost  productivity. He
favoured immediate approval
for genetic technology devel-
oped by ICRISAT and ICAR.

minister said. Welcoming the
package, IT services industry
body Nasscom in a statement
said: "Over the next six years,
this programme will form the
foundation of anew erain elec-
tronics manufacturing and will
form a vital pillar of the gov-
ernment’s Atmanirbhar Bharat
vision, in addition to driving
growth and innovation,
increasing prospects of job cre-
ation, and contributing to
addressing the global supply
chain crisis."

“The programme has a
holistic long-term vision and
includes several critical
aspects, aside from manufac-
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and transplanting at
50 per cent subsidy. Krishak
Samaj Chairman Ajay Vir
Jakhar tweeted that he par-
ticipated in the pre-Budget
discussions on agriculture.
“Govt needs to design a
robust pre-budget consulta-
tion process + system to have
beneficiaries assess programs
to enable departments to

turing, like growing the pool of
skilled engineering talent in
India via the chips to start-ups
scheme and support to design
firms and start-ups, through
the design-linked incentive
(DLI) scheme,” said Rajen
Vagadia, V-P and president-
Qualcomm India & Saarc.

The bulk of the funding of
the government will go towards
setting up fab and fab display
plants. According to estimates,
the investment required for an
advanced technology chip
plant (producing 28-nanome-
tre chips and above) in the US
is anything between $3 billion
and $4 billion, while a modern
fab display plant may need a
$3-billion investment. With
half the investment coming
from the government, nearly
60 per cent of the package may
be spent on funding these
megaprojects, say experts.

The package includes sup-
port to home-grown chip pro-
duct design companies (fabless
companies) that also sell the
product by manufacturing it at
third-party units. Under the
design-linked incentive (DLI),
product design-linked incen-
tive of up to 50 per cent of eli-
gible expenditure and product
deployment-linked incentive
of 4 per cent-6 per cent on net
sales for five years will be
offered. The government is
looking to offer this support to
at least 100 domestic com-
panies; it expects at least 20
such companies to hit revenue
0f31,500 crore in five years.

Rupee...

In the past two decades, there
has been a negative 0.813 cor-
relation between the value of
the BSE Sensex and the rupee-
dollar exchange rate.

Analysts attribute the neg-
ative relation between the
value of the rupee and the stock
market to the investing behav-
iour of foreign portfolio inves-

tors (FPIs).
o0

tweak & reset their own pro-
grams for more positive out-
comes,” he said.

Stating that green revolu-
tion states ensured India's
food security, Jakhar said “it’s
now time for central Govt. to
fund a transition in green rev-
olution states to ensure
India's nutrition security. Do
note, states are in no con-
dition to share the cost of the
transition." He also called for
a food systems policy which
considers the health of the
people and planet as one.

Finance Secretary and
Secretary Expenditure T V
Somanathan; Secretary, DEA,
Ajay Seth; Secretary,
Revenue, Tarun Bajaj and
Secretary, MCA, Rajesh
Verma were also present in
the meeting.

“If FPIs believe the Indian
currency will depreciate, they
will slow their equity purchases
or even sell their equity hold-
ings in India. This results in a
marKket decline or volatility,”
says Shailendra Kumar, chief
investment officer, Narnolia
Securities.

This shows up in the recent
FPI activity in the equity mar-
ket. While the rupee has depre-
ciated by around 0.93 per cent
in December so far, FPIs have
been net sellers to tune of $2.84
billion in the equity market in
the first fortnight of the same
month. Analysts say a currency
depreciation creates an infla-
tionary overhang in the econ-
omy, depressing equity val-
uation. “The historical data
suggests a depreciation in the
rupee is accompanied by a
decline in equity valuation,
translating into poor returns
for investors. In contrast, when
the rupee appreciates, val-
uation expands, leading to
higher stock prices,” says
Dhananjay Sinha, managing
director and chief'strategist, JM
Financial Institutional
Securities. He expects the
rupee to decline further to
around ¥77/78 to a dollar over
the next 12 months.

The depreciation in the
rupee is likely to be driven by a
rise in India’s current account
deficit (CAD) and a tightening
of global liquidity due to mone-
tary tapering by the US Federal
Reserve (US Fed).

“The appreciation in the
rupee from the April 2020 lows
was underpinned by a decline
in CAD due to record-low crude
oil prices and strong capital
flows after the quantitative eas-
ing by the US Fed,” says Sinha.

India’s merchandise trade
deficit has exceeded $20 billion
in the past three months,
including a record high of
around $23  Dbillion in
November. This will result in a
sharp rise in CAD in 2021-22.

More on business-standard.com
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