
	  

  

“Demonetisation 
will be 

revolutionary in 
India’s fight 

against 
corruption” 

	  

…from the desk of the Editor-in-Chief 

 

India has been passing through a phase to make it corruption-free, related to economy and 
stocking of currency notes. Many citizens have grown up despising illicit practices in society, 
related to hoarding of public fund in the name of socio-religious welfare or collection of service 
charge without an official receipt that has given rise to unaccountable storage of money. 
Certain personalities, related to public welfare through their engagement in political affairs, get 
tempted to feather their own nests, compromising on issues of national importance and 
dragging their feet on some secret zones beyond the ordinary concept of common folks. 
Against this prolonged backdrop, the demonetisation effort launched on Nov 08, (Tuesday) 
2016 night a much awaited change. In a rare instance, the government of India has taken an 
action that echoed well with the sentiment of common, law-abiding citizens on the one hand, 
and with recommendations from several experts on the other. The clamour for action against 
the menace of black-money in the Indian economy can be understood by examining some 
crucial statistics. First, based on March 2016 figures, the currency held in cash by the public 
is at an all-time high of Rs 15,93,896 crore. This is not surprising. Second, over the period 
2004-14, the circulation of notes of Rs 1,000 and Rs 500 denominations increased at an 
annual rate of about 30% and 20% respectively. In contrast, during the same period, the 
amount in circulation of notes of Rs 100 denomination remained unchanged while those of Rs 
50 declined. Thus sectors employing black-money, are more drastically affected within two 
days of a historical declaration. 

To increase the efficacy of this present move, deposits of old Rs 500 and Rs 
1,000 notes by certain traders of real assets, such as jewelers and gem merchants, real 
estate developers and real estate agents, will have to be carefully tracked by the tax 
authorities of India. Among those, who welcomed the decision were film personalities 
Rajnikanth, Kamal Hasan, Karan Johar, Ajay Devgan, Nagarjuna, Ritesh Deshmukh, Subhash 
Ghai, Siddharth Malhotra, cricketer Anil Kumble and Harbhajan Singh who tweeted to the 
Prime Minister praising him for the bold move. Reliance Mutual Fund, a part of Reliance 
CapitalBSE -5.32 %, has crossed Rs 2 lakh crore in assets under management (AUM) and 
expects big gains from demonetisation. 
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With this, Reliance Nippon Life Asset Management now manages over Rs 3.3 

lakh crore in total AUM and retains its position as the largest asset manager in the country. 
In a chat, V.P. Nandkumar, MD & CEO, Manappuram Finance says, “Demonetisation is not 
going to have an impact on our business primarily because all our customers are on the 
bottom of the pyramid. For them, I do not think, they have any unaccounted cash with them 
so our business will get less effected with this. Some initial disruptions may be there with 
regard to collection for few weeks but things would get settled down soon, as soon latest 
currency notes would be available in the hand of our clients. Our non-gold business is around 
at a 15% now, it was 11% during the last quarter. The income mainly comes from gold loan 
(92%). I make sure that by FY18, we have 25% of the share of non-gold business both by 
income as well as the asset under management and by 2020 we intend to reach a 
business to 50% hike. In online gold loan, the new product, like Fintech product, we are able 
to get customers, so suddenly these loans would also improve because it is very easy to 
both avail a loan as well as to remit the loan, they can do it in 24 hours”. All India Online 
Vendors Association (AIOVA), a group of 1,500 online sellers, said the country’s e-commerce 
industry is dependent on cash on delivery accounting for 70 per cent of the orders. The body 
fears the drop in sales will continue for at least ten days till consumers have sufficient cash 
in hand. 

Addressing the 'International Conference and Exhibition on Sugarcane Value 
Chain Vision 2025 Sugar' , the Prime Minister of India said that announcing the 
demonetisation move before November 8 would have defeated the very purpose of fighting 
corruption. "An illusion is being spread, farmers are being misled that because of 
demonetisation, farmers depositing money in banks will have to pay taxes on them. I want to 
assure all the farmers, no tax will be levied on you. This country is yours, the money is yours, 
these banks are yours and so is Modi," he said. 

In Automobile industry, demand is likely to dip for a couple of months for two-
wheelers, but passenger vehicles and tractors will be less impacted. In the two-wheeler 
industry, around 35-45% purchases are made via financing, while the rest are through 
banked cash.  
But in the passenger vehicles segment, close to 75%-80% of sales are either through 
financing, or even down payments are made mostly by cheque, so this segment could face 
much less problem than other sector. In Cement industry, especially in tier 2 and 3 cities, the 
dealing may get affected in the interim. In Banking industry, this move towards a cashless 
economy will boost savings in financial assets. With any sharp infusion of deposits and 
relatively limited avenues to lend, the credit deposit ratio for banks would become 
unfavourable, and thus impact margins. In case of a spike in capital adequacy, it would be 
positive for margins. While in the event of a higher rise in deposits, the immediate avenue to 
deploy would be G-Secs (the State Development Loans / G-Secs carry practically no risk of 
default, hence, are called risk-free gilt-edged instruments), and this could create a temporary 
downward blip in bond yields. Thus some of banks could see windfall gains on treasury. 
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As many as 82% Indians favour the Central Government's decision to demonetise 

Rs 500 and Rs 1,000 denomination currency notes, as our survey team has found out. 
Majority of the respondents feel that the government is serious about curbing black-money, 
while 18% disagree with the decision to cap ATM withdrawls to a maximum of Rs 2,000 – 
2,500/- daily. The survey was conducted soon after Prime Minister, Sri Narendra Modi had 
announced scrapping of Rs 500 and Rs 1,000 currency notes. It is clear that majority of 
respondents hailed the demonetisation. The government's strategic clampdown on black-
money and tax evasion has surely gone well with the young and urban India. To the denizens 
of the infamous "parallel" economy, who have revelled for so many years in their dexterity to 
evade the long arm of the law, P. M.s’ surgical strike could not but have come as a rude 
shock. With the deadline over now, it is time for final crackdown on persistent tax evaders, 
which is necessary to send a signal to the honest taxpayer that the government will walk the 
talk on tough action on the guilty. The State Government of Maharastra has issued a circular 
on Nov 16, (Wednesday) 2016 asking all religious bodies, NGOs and charitable trusts to 
maintain a daily balance sheet and deposit donations received, in banks, on a daily 
basis. Religious places had been seeing a surge in donations after the ban with many 
devotees dropping in the banned Rs 500 and Rs 1,000 notes apart from gold, silver and 
other valuable items through donation boxes. So, to avoid black money through donations in 
religious places, the Law and Judiciary Department of the Maharashtra government issued 
the circular. 

Government of India has set up a welfare fund which will utilise unclaimed money, 
estimated to be in excess of Rs 9,000 crore, lying in PPF, employees provident fund and 
small savings schemes to provide healthcare facilities and pension to senior citizens, health 
insurance and welfare of elderly widows. It will also fund schemes related to old-age homes, 
day care of senior citizens and research activities related with ageing. Finance Minister, Sri 
Arun Jaitley in Budget 2015-16 had announced for creation of a fund using unclaimed 
deposits of about Rs 3,000 crore in the PPF, and Rs 6,000 crore in the EPF corpus. The 
number of senior citizens in the country is over 10.5 crore, out of which over one crore are 
above the age of 80 years. 70 per cent live in rural areas and a large number are in the BPL 
category. 

To conclude with a hope to find India strong on further development, Ufirst Mag have adjusted 
the vital part of the mandatory speech of the Prime Minister, “In this effort for development, our 
motto has been 'Sab Ka Saath Sab Ka Vikas': We are with all citizens and for development of 
all citizens. This Government is dedicated to the poor. In our fight against poverty, our main 
thrust has been to empower the poor, and make them active participants in the benefits of 
economic progress.” 

 
Mr. Santanu Ghosh 
Editor in chief, Ufirstmag 


