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Appointment of New RBI Governor Could
Signal Policy Continuity

The Indian government announced the appointment of Dr Urjit Patel
as the Reserve Bank of India’s (RBI) new governor on 20 August. Dr
Patel will take over the reins of the RBI from outgoing governor Dr
Raghuram Rajan from 4 September 2016, for a period of three years.

Currently the deputy RBI governor in charge of Monetary Policy and
Research, Dr Patel is well regarded and seen a safe pair of hands to
take the helm at the central bank. Apart from the RBI, Dr Patel had
also worked with the Indian government in various capacities
previously and has held positions at the International Monetary Fund
and Boston Consulting Group, among others. His appointment as the
new Reserve Bank of India (RBI) governor is a sensible choice and
augurs well for policy continuity, given what he has achieved during
his tenure. Dr Patel is the chief architect of the inflation-targeting
monetary policy framework that is currently under implementation and
has been instrumental in the formation of a Monetary Policy
Committee.

Widely viewed as being equally, if not more hawkish than his
predecessor, Dr Patel could potentially keep to the RBI’'s current
policy trajectory in areas such as inflation targeting, liquidity and
exchange rate policy. That said, one area that bears watching would
be his approach to tackling the asset quality issues at public sector
banks. Outgoing RBI governor Rajan had called for an Asset Quality
Review (AQR) on the banking sector, with the aim of cleaning up
banks’ balance sheets by March 2017. The RBI had taken the view
that the banks had been deferring the classification of bad loans and
the full extent of non-performing loans on the banks’ balance sheets
was not accurately reflected. Almost all public sector banks slipped
into losses following the AQR, while the well run private lenders
emerged relatively unscathed. Although it is likely that we are closer
to the end of the review, the AQR is an ongoing process and it
remains to be seen how the new RBI governor would choose to
proceed with this.
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Disclaimer

This publication is for information only. Any opinion or view presented by Fullerton Fund Management Company Ltd
(“Fullerton”) [UEN: 200312672W] is subject to change without notice. Past performance or any prediction projection,
or forecast is not necessarily indicative of future performance. Information herein may contain projections or other
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from sources believed to be reliable, no liability for any error or omission is accepted by Fullerton or its affiliates or
any of their directors or employees for any loss whatsoever arising directly or indirectly from any use of this
publication. Investments are subject to risks, including possible loss of principal amount invested.
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