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According to Benham, Credit Creation implies when “a bank may receive interest simply by
permitting a customer to overdraw their accounts or by purchasing securities and paying for them
with its cheques, thus increasing the total bank deposits.”
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Newlyn: “‘Credit creation refers to the power of commercial banks to expand secondary deposits

either through the process of making loans or through investment in securities.”
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G. N. Halm: “The creation of derivative deposits is identical with what is commonly called the

creation of credit.”
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Credit creation is a process where a bank uses a part of its customers’ deposits to offer loans to
other individuals and businesses. This results in more money being created in an economy.
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STANDARD PRESENTATION OF INDIA'S BALANCE OF PAYMENTS AS PER BPM6- US DOLLARS (Concld.)
(US $ Million)
Item/Year 2020-21
Credit Debit Net
1 11 12 13

1 Current Account (1.A+1.B+1.C) 603545 579535 24011
1.A Goods and Services (1.A.a+1.A.b) 502390 515977 -13587
1.A.a Goods (1.A.a.1to 1.A.a.3) 296300 398452 -102152
1.A.a.1 General merchandise on a BOP basis 293311 363848 —70537
1.A.a.2 Net exports of goods under merchanting 2989 - 2989
1.A.a.3 Nonmonetary gold - 34604 -34604
1.A.b Services (1.A.b.1to 1.A.b.13) 206090 117524 88565
1.A.b.1 Manufacturing services on physical inputs owned by others 296 28 268
1.A.b.2 Maintenance and repair services n.i.e. 159 834 —-675
1.A.b.3 Transport 21854 19755 2099
1.A.b.4 Travel 8483 11507 -3024
1.A.b.5 Construction 2620 2606 14
1.A.b.6 Insurance and pension services 2376 2058 318
1.A.b.7 Financial services 4338 4763 —424
1.A.b.8 Charges for the use of intellectual property n.i.e. 1310 7707 -6397
1.A.b.9 Telecommunications, computer, and information services 103078 12278 90800
1.A.b.10 Other business services 49161 49522 -361
1.A.b.11 Personal, cultural, and recreational services 2336 2810 —474
1.A.b.12 Government goods and services n.i.e. 630 1021 -392
1.A.b.13 Others n.i.e. 9447 2633 6814
1.B Primary Income (1.B.1 to 1.B.3) 20835 56796 -35960
1.B.1 Compensation of employees 5996 2802 3193
1.B.2 Investment income 11554 52921 —41366
1.B.2.1 Direct investment 5573 33023 —27450
1.B.2.2 Portfolio investment 169 6954 -6785
1.B.2.3 Other investment 395 12936 —-12541
1.B.2.4 Reserve assets 5418 8 5410
1.B.3 Other primary income 3285 1072 2213
1.C Secondary Income (1.C.1+1.C.2) 80321 6762 73558
1.C.1 Financial corporations, nonfinancial corporations, households, and NPISHs 80185 5746 74439
;bi;é;oplgsrional transfers (Current transfers between resident and/non-resident 77500 4177 73324
1.C.1.2 Other current transfers 2685 1569 1116
1.C.2 General government 136 1017 -881
2 Capital Account (2.1+2.2) 490 1565 -1075
2.1 Gross acquisitions (DR.)/disposals (CR.) of non-produced nonfinancial assets 104 1038 -933
2.2 Capital transfers 385 527 —-142
3 Financial Account (3.1 to 3.5) 598542 621131 —22589
3.1 Direct Investment (3.1A+3.1B) 86286 42330 43955
3.1.A Direct Investment in India 81973 27046 54927

279



3.1.A.1 Equity and investment fund shares 78023 26983 51040
3.1.A.1.1 Equity other than reinvestment of earnings 61088 26983 34105
3.1.A.1.2 Reinvestment of earnings 16935 - 16935
3.1.A.2 Debt instruments 3950 63 3887
3.1.A.2.1 Direct investor in direct investment enterprises 3950 63 3887
3.1.B Direct Investment by India 4313 15285 —-10972
3.1.B.1 Equity and investment fund shares 4313 8597 —4284
3.1.B.1.1 Equity other than reinvestment of earnings 4313 5583 -1271
3.1.B.1.2 Reinvestment of earnings - 3013 -3013
3.1.B.2 Debt instruments - 6688 —6688
3.1.B.2.1 Direct investor in direct investment enterprises - 6688 —-6688
3.2 Portfolio Investment 313715 277579 36137
3.2.A Portfolio Investment in India 312005 273279 38725
3.2.1 Equity and investment fund shares 269762 230937 38825
3.2.2 Debt securities 42243 42342 -99
3.2.B Portfolio Investment by India 1711 4299 -2589
3.3 Financial derivatives (other than reserves) and employee stock options 11688 16488 —4800
3.4 Other investment 186854 197448 -10594
3.4.1 Other equity (ADRs/GDRs) - - -
3.4.2 Currency and deposits 47087 39868 7218
3.4.2.1 Central bank (Rupee Debt Movements; NRG) 621 767 -146
3.4.2.2 Deposit-taking corporations, except the central bank (NRI Deposits) 46465 39101 7364
3.4.2.3 General government - - -
3.4.2.4 Other sectors - - -
3.4.3 Loans (External Assistance, ECBs and Banking Capital) 75483 92735 -17253
3.4.3.A Loans to India 72581 89416 -16835
3.4.3.B Loans by India 2901 3319 —418
3.4.4 Insurance, pension, and standardized guarantee schemes 200 197 4
3.4.5 Trade credit and advances 37365 41494 -4130
3.4.6 Other accounts receivable/payable - other 26720 23153 3567
3.4.7 Special drawing rights - - -
3.5 Reserve assets - 87286 —87286
3.5.1 Monetary gold - - -
3.5.2 Special drawing rights n.a. - - -
3.5.3 Reserve position in the IMF n.a. - - -
3.5.4 Other reserve assets (Foreign Currency Assets) - 87286 —-87286
4 Total assets/liabilities 598542 621131 —22589
4.1 Equity and investment fund shares 365696 287501 78195
4.2 Debt instruments 206127 223191 -17064
4.3 Other financial assets and liabilities 26720 110440 -83720
5 Net errors and omissions 951 1298 -347

(Learning Outcomes) élﬁdm 17.8
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—e I
Components of India's Balance of Payments and Foreign Exchange Reserves (In US$ million)
Item/ Year (2)200- 2005-06-+(2010-11 | 2015-16-( 2016-17 | 2017-18 | 2018-19 | 2019-20 | 2020-21
Current account -2666 -9902 -48053 -22151 -14417 -48717 -57256 -24656 23912

Invisibles | 9794 42002 79269 107928 98026 111319 123026 132850 126065

Trade balance -12460 -51904 -127322° | -130079 | -112442 | -160036 | -180283 | -157506 | -102152

Exports, f.o.b. | 45452 105152 256159 266365 280138 308970 337237 320431 296300

Imports, c.i.f. | 57912 157056 383481 396444 392580 469006 517519 477937 398452

Capital account 8534 24954 61103 40055 35967 92292 53917 84154 63374

Foreign Investment | 6791 21395 60500 41264 49981 61595 42898 56558 93653

External assistance, net | 427 1766 4967 1966 2186 3013 3487 3856 11211
Commercial borrowings, net | 4308 2759 11832 -5856 -7590 -799 9769 21680 240
Rupee debt service | -617 -572 -68 -73 -99 -75 -31 -69 -64
NRI deposits, net | 2316 2789 3238 16052 -12367 9676 10387 8627 7364
Other capital | -4691 -3183 -19366 -13297 3857 18881 -12592 -6498 -49030
Overall balance 5868 15052 13050 17905 21550 43574 -3339 59498 87286
Foreign Exchange Assets 42281 | 151622 | 304818 | 360176 | 369955 | 424545 | 412871 | 477807 | 576984
Gold 2725 5755 22972 20115 19869 21484 23071 30578 33880
RTP 756 2947 2456 2321 2079 2986 3583 4925
SDRs 2 3 4569 1502 1446 1540 1457 1433 1486

Foreign Currency Assets | 3o5c, | 145108 | 274330 | 336104 | 346319 | 399442 | 385357 | 442213 | 536693
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‘ Source: RBI, Handbook of Statistics on Indian Economy, 2021-22 ‘
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