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Current BOP Trends: Statistics

Physical Exports

1990-91 2000-01

OECD 54%  33%
EU 28%  23%
USA 15%  21%
EE 18% 2%
ASIA 14%  21%
OPEC 6%  11%

Yr.ending Mar-91 Mar-97 Mar-02 Mar-08
US $ Bifl actuals actuals actuals proj.

CURRENT ACCOUNT

TB 9.4 -14.8
1B -0.2 10.2
CAB -9.6 -4.6
CAPITAL ACCOUNT

NET 8.4 10.4
Res.+/- -1.3 5.8

FI STOCK 0.1 20.4
Net FC Res 2.2 23.0
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-12.7  -30.8
14.1 44.2

1.4 13.4
10.4 20.2
11.8 33.6
44.2 100.7
56.4 187.0



Current BOP Trends: Structural Shifts

Current Account

¢ POL imports still account for one

*

fourth of iImports.

Physical trade shifts away from
East Europe towards US, Asia
and OPEC.

Market-determined exchange rate
removed anti-export bias. Impact

felt mostly in 'services exports,
notably IT.

Technology exports and NRI
remittances have made the
current account surplus

Relatively high tariffs, weak
infrastructure, inflexible labour

policies and other factors continue

to constrain physical export
performance. Physical trade

deficit as percentage of GDP no

better than early nineties.

Capital Account

*

*

*
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Negative Aid and debt flows in
the decade following 1991-92.

External debt/GDP ratio down
to 20%. Fiscal deficits do not
spill over into external sector.

Short-term debt less than 5%
of total debt.

Elimination of rupee trade with
East Europe.

Sharp increase in FE reserves
to about US $ 70 billion
because of equity flows:
adequate to cover one years
Imports plus outstanding stock
of portfolio investment.



Current BOP Trends: Drivers

FC reserves accumulating @ over 1 billion every month.

Good liquidity to cushion oil price shock impact of possible middle
eastern war.

Current account increasingly driven by invisible trade. From less
than 15% of the Current Account, it now accounts for over 35%,
and is rising sharply. Robust technology and service exports, and
NRI remittances the main drivers.

Services also the major driver of increase in GDP growth rates
over the last decade.

Invisible flows appreciating the rupee: Negative fall-out on physical
exports: a ‘Dutch Disease’ variant?

Capital Account driven by non-debt creating flows.

India’s credit rating continues to be sub-investment grade despite
robust BOP because of Rating Agency fears that uncontrolled
budget deficits might spill over into external sector.

Importance of US economy: single largest trading partner and
foreign investor, and absorbs about 2/3 of IT exports.
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