
Managing the rupee

The data released by the Reserve Bank of India (RBI) last week showed that India’s 
foreign-exchange reserves declined by $14.9 billion in the week ended September 
18, the sharpest weekly fall since November 2024. It has also been reported that the 
RBI sold foreign exchange worth $10.9 billion and the rest of the decline resulted 
from revaluation. Net foreign-exchange sales of about $11 billion by the central 
bank in a week were significant, and presumably done to support the rupee, which 
is under pressure largely owing to the recent spike in prices of crude oil. Renewed 
tensions in West Asia and increased uncertainties over the ongoing conflict 
between the United States (US) and Iran have pushed up prices. Prices of bench-
mark Brent crude increased over 17 per cent over the past month. 

Since India imports most of its crude-oil requirement, demand for foreign 
currencies will likely increase, putting pressure on the rupee. Foreign portfolio 
investment also turned negative in September after witnessing positive flows 
for the past three months. Thus, the pressure from both the current and capital 
accounts would have warranted large intervention by the RBI. This was also 
partly reflected in the RBI’s latest monthly bulletin, which noted that strong for-
eign-currency non-resident (bank) deposits, or FCNR (B), led to a recovery in 
early September, but the gains in the rupee were reversed later owing to higher 
crude-oil prices. The RBI announced a swap scheme in June, including for 
FCNR (B), which was well received. Banks mobilised deposits worth about $133 
billion under the FCNR (B) window. This helped push up foreign-exchange 
reserves over $785 billion in the week ended September 4. The reserves have 
since declined by about $20 billion. 

The swap scheme was seen as a step towards creating a buffer, possibly to 
deal with extreme circumstances and fend off potential speculative attacks on 
the currency. It should not be used to support the currency when the fundamen-
tals have changed, simply because no amount of reserves can defend a level. 
The RBI must allow the rupee to fall along with the shift in fundamentals. The 
rupee has depreciated by about 5.5 per cent against the dollar since the begin-
ning of the Iran war. Higher oil prices, along with weak capital flows, will inevi-
tably lead to currency depreciation. Although the stated policy of the RBI is that 
it does not target any level in the currency market and only intervenes to reduce 
volatility, the decline in reserves suggests it is also looking at other objectives. 

The RBI would do well not to excessively intervene in the currency market 
and let the rupee fall in an orderly fashion for at least two reasons. First, there 
is no clarity on how long the conflict will last and the Strait of Hormuz will 
remain blocked. Sustained higher oil prices and global economic uncertainty 
could keep the rupee volatile, demanding RBI intervention from time to time. 
If the reserves are significantly depleted, the RBI may not be in a position to act 
when it is needed. Although the response to the swap scheme was encouraging, 
resorting to something similar again must be avoided. Second, the decline in 
the rupee since last year is helping exports. Despite global uncertainties, India’s 
merchandise exports increased 17.85 per cent during April-August this year. 
Higher exports will help contain the impact of increased prices of crude oil on 
the current account. It will also help maintain the growth momentum. An 
aggressive defence of the rupee will not only run down reserves faster but also 
deny the economy the chance to adjust to changes in fundamentals.

Selective reform

The Election Commission of India (ECI) has provided unsatisfactory and sub-
optimal responses to recent revelations of serious shortcomings in its function-
ing, especially in conducting the Special Intensive Revision (SIR). Neither the 
Press Note issued by Nirvachan Sadan after The Indian Express investigative 
reports, nor the joint meeting of the three commissioners allayed public misgiv-
ings about the SIR process, which, it transpired, at least two commissioners had 
highlighted. The Press Note, defensive in tone, merely reiterated in varying 
phraseology that the EC acted in accordance with the laws. Specific responses 
to the objections raised by two commissioners at least 14 times over the past 10 
months were notably missing. These differences were explained away as “sug-
gestions” and “a normal part of deliberation in any institution”. The Press Note 
does not say why the “differing views and observations” were not resolved. 

Several new decisions were announced, addressing some of the dissenting 
commissioners’ concerns. Agendas would be circulated before each EC meeting 
and minutes issued thereafter; officers’ foreign trips would need EC approval; 
new information-technology modules would be pre-inspected by a committee 
of officers prior to their being placed before the Commission; the ECINet soft-
ware would be reviewed by a committee headed by a deputy election commis-
sioner; and field officers would be given more flexibility. These announcements 
and the apparent show of EC solidarity were unconvincing. On the substantive 
issues that turned the SIR exercise into a nightmare for millions of potential 
voters, the ECI did not give convincing answers — for instance, the requirement 
in the online version of Form 6 to map a new voter to her parents or family 
member on the roll. The ECINet digital platform does not permit an applicant 
to proceed without filling in this information — leaving orphans or those whose 
parents died before the 2002 SIR with little recourse. Legal experts have asserted 
that the EC’s claim that the Supreme Court had approved this parent-mapping 
declaration in the online form, which was included in July this year, is incorrect; 
there is no specific adjudication on this point. 

In August, one of the commissioners had described it as illegal. Nor has the 
ECI addressed the hot-button issue the dissenting commissioners had raised in 
the context of West Bengal, where a record number of voters were excluded from 
the electoral roll. Appeals against inclusion had been filed for a large number of 
voters under the SIR. The dissenting commissioners said neither they nor the 
state officials concerned had been informed about who had filed these appeals 
and on what basis. In short, the ECI still has a long way to go before public trust 
in its working can be restored. Tinkering with the process without addressing 
the deeper pathologies that have vitiated the functioning of an institution in 
which Indians always took great pride will no longer work. India’s democracy 
depends on its commitment to veracity and impartiality.   

Election Commission has not addressed key weaknesses in SIR

RBI’s currency intervention must be limited

The Reserve Bank of India (RBI)’s recent clarification 
allows an asset reconstruction company (ARC) to act 
as a resolution applicant (RA) under the Insolvency 
and Bankruptcy Code (IBC), 2016, to acquire financial 
assets covered by the Securitisation and Reconstruc-
tion of Financial Assets and Enforcement of Security 
Interest (Sarfaesi) Act, 2002, without meeting the net 
owned funds (NOF) requirement of ₹1,000 crore. It 
broadens ARC participation in IBC resolutions, 
enabling smaller ARCs to participate as co-resolution 
applicants alongside other investors. 

The RBI Directions, 2025, had 
allowed an ARC to act as an RA for 
IBC resolutions if it had a minimum 
NOF of ₹1,000 crore and did not 
retain significant influence or control 
over the corporate debtor beyond five 
years. Separately, the minimum NOF 
requirement for an ARC was ₹300 
crore. With only five of 27 ARCs meet-
ing the ₹1,000 crore threshold, those 
between ₹300 crore and ₹1,000 crore 
could not act as RAs. 

The clarification is, therefore, significant for ARCs 
and the distressed-assets market. It recognises the 
ability of ARCs to invest in distressed assets. It brings 
a specialised distressed-debt investor in the resolution 
process and allows an ARC to participate alongside an 
applicant undertaking the non-Sarfaesi aspects of a 
resolution plan, combining financial-asset expertise 
with capital and operational capabilities.   

However, the limitation matters as much as the 
permission. A resolution plan involves much more 
than acquisition of debt. Acquiring financial assets 
is one limb of the plan, and it is this limb alone that 
the clarification opens to smaller ARCs. They 
cannot carry a resolution plan on their own, but 
must participate alongside an applicant undertak-
ing non-Sarfaesi aspects. 

The rationale for not allowing smaller ARCs to act 
as full-fledged RAs is not entirely clear. An NOF 
threshold does not necessarily measure capability, 
nor does a lower NOF by itself indicate systemic con-

cern. It may also be difficult to segregate Sarfaesi-
covered financial assets from other assets and obli-
gations within a resolution plan. Further, ARC’s 
returns are tied to the price paid for debt, while much 
of the upside from a turnaround accrues to equity. 
The five-year safeguard for ARCs acting as RAs may 
not match the time a turnaround requires. Such 
restrictions have equipped ARCs to recover rather 
than to invest. 

This raises the larger question: Does India have a 
market for distressed assets, or 
merely a process for disposing of 
them? The real test of greater ARC 
participation is whether it brings 
more credible buyers and improves 
price discovery, rather than merely 
allowing assets to change hands. 

The IBC was designed as a 
market mechanism. Expressions of 
interest presume multiple prospec-
tive RAs; the committee of creditors’ 
commercial wisdom envisages com-
peting plans; and the challenge 

mechanism works only when there is more than one 
credible plan. Yet when a single plan effectively sets 
the price, fair value becomes an actuarial opinion and 
commercial wisdom becomes a choice between one 
plan and liquidation. 

The IBC never aimed to determine value adminis-
tratively. It envisaged the market to discover value and 
then give that discovery legal finality. Different inves-
tors value the same distressed asset differently: A bank 
may focus on potential recovery, an entrepreneur on 
going-concern value, a strategic investor on synergies, 
and a distressed investor on the hidden value that can 
emerge with time. The resulting price may not always 
be high, but it is the price the market is willing to offer. 

ARCs were created precisely because distressed 
assets require specialised investors. They need aggre-
gation, specialised valuation, tolerance for litigation 
and, above all, time. The RBI Committee in 2021 rec-
ognised this and recommended allowing ARCs to act 
as RAs, citing their stressed-asset expertise and the 

ability to hold assets for a longer time. ARCs like 
National Asset Reconstruction Company Ltd have 
addressed aggregation at scale, but they cannot by 
themselves create a market. 

Time is perhaps the biggest mismatch. Banks have 
their capital, provisioning and asset-liability mis-
match measured against a much shorter horizon than 
the life of a distressed asset. When an IBC process con-
templated for 330 days stretches into years, the bank’s 
focus shifts from what the business is worth to what it 
can realise now. A process intended to maximise value 
consequently favours the upfront cash offer over 
better long-term economics.  

ARCs can help bridge that mismatch. Their raison 
d'être is to acquire distressed exposures and work 
through the uncertainty of restructuring, litigation, 
and recovery. A bank can transfer an exposure to an 
ARC and convert an immediate balance-sheet prob-
lem into an investment with a longer horizon. The 
ARC can assess the asset as a distressed investor rather 
than through the shorter clock of a lender.  

But this requires capital as much as regulatory per-
mission. Security receipts can provide patience at 
scale only if backed by genuine third-party investors 
and supported by a credible secondary market. Where 
receipts are effectively funded by the selling bank, 
they can defer rather than resolve the recognition of 
loss. The objective should, therefore, be to build a 
wider investor base willing to price and hold distressed 
assets for the time their recovery requires. 

Value in distress may lie in some combination of 
the business, collateral, cash flows, and restructuring 
potential. Investors, therefore, need room to structure 
transactions differently. They also need better 
information and faster resolution, because buyers 
cannot price what they cannot assess, and delay 
destroys value. And they need a wider pool of partici-
pants, not just ARCs, but alternative investment funds, 
private-credit investors, strategic investors and turn-
around specialists. 

India has built much of the institutional founda-
tion for a distressed-assets market through the IBC and 
ARCs. What it now needs is to make that market work: 
More participants bringing different valuations, 
greater freedom to structure transactions, patient 
capital, and at least one class of investor able to hold an 
asset for as long as its recovery takes. 

ARCs have the expertise, purpose, and experience 
to deal with distressed assets. The regulatory frame-
work should allow them to play the role they are 
capable of, subject to safeguards, rather than confining 
them to the margins. Distressed assets need a market, 
and ARCs need to help create it. 
vvvvvvvvvvvvvvvvvvvvvvvv 
The writers are, respectively, emeritus fellow at the 
Insolvency Law Academy and founder-chairperson 
of the Insolvency and Bankruptcy Board of India; 
and an insolvency professional and consultant on 
corporate insolvency and restructuring 

Amid the global geoeconomic and geopolitical tur-
moil, there is much that India can be proud of. Leaving 
aside Taiwan, with its almost trillion-dollar GDP and 
double-digit economic growth expected in 2026, India 
remains the fastest-growing major economy. Global 
institutions, including the Asian Development Bank, 
the Organisation for Economic Co-operation and 
Development, and credit-rating agencies such as S&P 
Global Ratings and Fitch Ratings, have recently raised 
their FY27 growth forecasts for India, citing resilient 
domestic demand, strong export performance, and an 
uptick in investment.  

Listen closely to what officials, global 
business leaders and research institu-
tions are saying and the prognosis for 
such stellar growth is laced with condi-
tions, warnings and a fair dose of reality. 
Parse their recent public statements, 
ignore the customary talk of the current 
bout of strong gross domestic product 
(GDP) growth numbers, India’s potential, 
back-patting and all of that stuff, and it 
comes down to more warnings about the 
all-too-familiar pitfalls that the country 
needs to avoid if it is to continue on its 
current strong growth path.  

Speaking at last week’s 13th SBI Bank-
ing and Economic Conclave in Mumbai, P K Mishra, 
principal secretary to the Prime Minister and one of 
India’s most powerful bureaucrats, stressed the need 
to improve the country’s global manufacturing com-
petitiveness, reduce import dependence and skill its 
youth. On attracting foreign direct investment, an area 
where the country can do much better,  
Mr Mishra couldn’t be more forthright: “That calls for 
stability of tax policy, contracts that states enter into, 
logistics that can be relied upon, and clearances that 
actually clear,” he is reported to have said. He said the 
central government is fully aware and engaged with 
these challenges. Implicit in his remarks is the dis-
tance that India still has to cover before it can count 

itself among the developed world. 
At the same conclave, the government’s Chief 

Economic Adviser (CEA), V Anantha Nageswaran, 
echoed Mr Mishra’s concerns. Describing the Reserve 
Bank of India’s (RBI’s) concessional forex swap 
window, through which almost $144 billion was raised, 
as an act of “foresight” by the RBI and the government 
that would provide “a lot of breathing room” in the 
near future, he cautioned that the measure was not a 
lasting solution. 

The CEA called for competing aggressively for 
global capital, and laid down the impor-
tance of sub-national (state) govern-
ment policies, tax certainty and 
simplicity, investor protection, sanctity 
and continuity of contracts, and a 
skilled workforce. On the country’s oft-
repeated demographic dividend, Mr 
Nageswaran said it needs to be “man-
aged and earned” and that, for this, “we 
have to reimagine and be prepared to 
reinvent many of the ways in which we 
operate, whether you are in the private 
or the public sector”. A dose of reality — 
and a call for restraint on premature cel-
ebrations — from the officialdom of a 
country battling balance-of-payments 

pressures that appear far from transient amid the 
current strife-driven geopolitical order.  

On one of his regular visits to India last week, 
Jamie Dimon, the chairman and chief executive 
officer of JPMorgan Chase, one of the world’s biggest 
banks, was more direct when he told The Economic 
Times that: “Foreign companies often have a hard 
time competing here because they are not allowed 
to. Sometimes local companies use regulations to 
block competition. The government shouldn’t allow 
that. I think that’s bad for all Indians.”  

While hailing India’s latest 7.8 per cent GDP 
growth (for April-June 2026) and noting that the 
majority of investors have a very positive long-term 

view of India, Mr Dimon cautioned that investors 
“worry about inconsistent application of taxes” and 
rules and called for fixing it to strengthen the 
country’s investment climate. Tough words from a 
leader who has been at the helm at JPMorgan for 
over two decades and has the pulse of what global 
businesses are thinking and doing. 

In an alarming report last week, leading global 
brokerage firm Bernstein warned that foreign port-
folio investors, who have already pulled out a net ~2.4 
trillion in 2026 so far, are unlikely to come back in 
hordes for good, putting the blame on India’s corpor-
ate structure. According to it, India’s big companies 
represent a “bygone economic era,” coupled with 
smaller firms’ limited “institutional investability”. The 
report, by its managing director Venugopal Garre and 
co-author analyst Nikhil Arela, says: “Most large cap 
companies are not investing in the future, but consoli-
dating their past.” And what’s worse, according to the 
Bernstein note, these large companies often lean on 
government policies to continue shielding them from 
global competition. 

On the theme of the country’s humongous tech 
talent and its chances of breaking into the club of 
global artificial intelligence (AI) leaders, Vala Afshar, 
chief digital evangelist of software major Salesforce 
had a different take. Speaking to The Economic Times 
in San Francisco last week, Mr Afshar said India has all 
the ingredients — talent, demography, data, innova-
tion — to break into the world’s elite AI club, provided 
it can hold on to its engineers and founders!  

He reminded the country to be mindful of the 
continuing brain drain of its best and brightest 
engineers and founders, saying that increasingly 
Indian software founders are basing themselves in 
Silicon Valley “from day one” and building their 
teams there amid a talent war among global technol-
ogy firms like his. All very wise words spoken by 
people who mean well for the country. Hopefully, we 
will see some action on these issues by the con-
cerned economic and political actors soon. 

Ghazala Jamil gives a name to the pit 
that settles in the stomach every 
morning, and to the numbness in the 
bones with which we carry on through 
the day. She calls it Political Sadness. 
But what happens when grief 
becomes a way of knowing politics? In 
What to Do with Political Sadness: And 
Other Essays on Death, Destruction 
and Hauntology, Ms Jamil begins with 
the unsettling recognition that politi-
cal events can wound us as intimately 
as private loss. The personal is never 
quite sealed off from the political, 
while the private can become a place 

where political memory is rehearsed 
and collective subjectivity sustained. 
Sadness, thus, is not just what politics 
leaves behind. It is a way of registering 
what has been destroyed, what was 
promised and what we are being 
asked to accept as normal. 

Ms Jamil refuses the injunction to 
overcome it — to be brave, productive, 
well-adjusted. Sometimes, she writes, 
there is no hopeful arc to perform; some-
times one needs to give in to sadness and 
nurse one’s wounds. Yet she does not 
leave sadness in the private realm. She 
asks us to trace the structures that made 
it possible, and to recognise in the 
refusal to feel “fine” a refusal to accept 
the world as it is. To be politically sad, in 
Ms Jamil’s telling, is to remain capable 
of being wounded by injustice and, 
therefore, to remain capable of resisting 
its normalisation. 

Some of the things we grieve in 
political life have never happened. 
They are the futures we were prom-

ised, or came to believe were possible, 
and then watched them recede. Ms 
Jamil is interested in this particular 
kind of loss. She asks us to think about 
the futures that remain possible but 
have been pushed aside by what 
appears probable, by political betrayal, 
cultural inertia, and the forces that 
make the present seem inevitable. A 
future can, therefore, be lost before it 
arrives. It can be foreclosed without 
ever having been fully lived, leaving 
behind the strange grief of mourning 
something that existed only as a 
possibility. This is where hauntology 
enters Ms Jamil’s account.  

These futures persist as ghosts. 
Political sadness, in this sense, is also 
an attachment to what the present has 
failed to become. Ms Jamil asks us to 
sit with that attachment and to con-
sider what it means to keep mourning 
a future that has been damaged, 
betrayed or foreclosed, rather than 
allowing its loss to become inevitable. 

Ms Jamil launches a 
laser-sharp critique of lib-
eralism and liberal 
politics, particularly their 
ability to present them-
selves through the lan-
guage of modernity, 
civility, and rationality 
while narrowing the field 
of what can be politically 
imagined. She captures 
this through the figure of 
the “man of a mild affect”, 
an archetype of the con-
temporary liberal op-ed 
writer whose cultivated 
weariness allows him to 
describe catastrophe with-
out ever being unsettled by 
it. He acknowledges injus-
tice, gestures towards 
material constraints and 
then retreats into pragma-
tism, historical inevitability 
and the supposedly delicate limits of 
what is possible.  

The result is a politics in which the 
existing order acquires the appear-
ance of common sense. Radical 

demands become naïve, 
structural transformation 
becomes reckless, and 
those who ask for too much 
are made to seem politi-
cally immature. What 
makes this critique so 
forceful is Ms Jamil’s atten-
tion to style as politics.  

The measured tone, the 
performance of expertise, 
the insistence on civility 
and the invocation of 
reason all help establish 
the boundaries of legit-
imate dissent. Liberalism 
need not openly defend the 
powerful when it can make 
meaningful challenges to 
power appear unreasonable, 
impractical, or impossible. 

The book ends, then, 
where its sadness has been 

leading us all along, towards 
the question of what remains poss-
ible. In the “Epilogue, A Manifesto for 
Futures Thinking”, Ms Jamil declines 
to surrender the future to the forces 
that have increasingly enclosed it, 

from capital and authoritarianism to 
ecological devastation and algorith-
mic surveillance. The future, she 
reminds us, is neither neutral nor 
inevitable. It is shaped by what we 
remember, what we refuse and what 
we are still able to imagine together. 
This gives political sadness a strange 
yet powerful generative force. To 
mourn a world that has been damaged 
is also to remember that it could have 
been otherwise. To grieve a lost future 
is to remain attached to the possibility 
that another future can still be made.  

Perhaps this is what Ms Jamil ulti-
mately asks of us, not optimism in the 
face of catastrophe, but the courage to 
remain attached to possibility, to 
hope that a different, softer future is 
possible. Her manifesto does not 
promise that a better future will 
arrive. Rather it asks us to keep 
making room for them. To imagine 
otherwise, in a time that insists there 
is no alternative, may itself be an act 
of resistance. 
vvvvvvvvvvvvvvvvvvvvvvvvvvvvv 
The reviewer is a researcher  
and writer

Making room for better futures
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Distressed assets need a market

Focus on the journey ahead

The IBC requires a wider pool of investors willing to price distress

OPINION 9
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