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E ven as India and Russia discuss a
free trade agreement to deepen
bilateral ties, the elephant in the

roomis the rupee trade.This is an issue to
whichnot justMoscowbut Iran, theother
partner under Western sanctions, is also
seekinganswers.

In the context of the new trade archi-
tecturedeveloping in theworld tobypass
the US dollar, bankers and traders with
whom this correspondent spoke said the
most difficult aspect of taking bilateral
trade out of the multilateral system of
mostly dollar-denominated trade is that
the rules change with each country.
“Sanctions are not the problem as much
ashowcountries areunwilling to giveup
their advantage,” said one trader who
deals with both Iran and Russia. New
Delhi has limited rupee trade with some
countriesbut thesearesmall andprelim-
inary deals with countries with which
India runs trade surpluses.

For instance, forex-strapped Iran has
agreedtotreattheIndianrupeeasareserve
currency,saidoneof thebankers involved
inthebilateraltradetransactionsbetween
the twocountries. ButRussia, now India’s
largest crude oil supplier, is unwilling to
play ball because its forex reserves have
vastly expanded.

Russia has offered to use the Chinese
yuan as a reserve currency but this is not
acceptable to India. Pending the settle-
ment, some of the payments for the
Russiancrudehavebeendeferred,butthis
is only a hiatus. The real problems will
beginwhentheEUpricecapof$65abarrel
on Russian oil is breached, as it is bound
todosoonafter theOPECPlusdecision to
cut production. The Ministry of External
AffairshasreachedouttotheRBIwiththe
same demand Indian traders have made
— be a bit more creative in how rupee is
tradedoverseas.

The Iranian agreement has helped in
a number of ways, including paying the
salaries of those employed at the
Chabahar Port. This has also eased the
termsfor tradebetweenthe Indianrupee
and the Iranian rial. Since Moscow does
notconsider therupeeareservecurrency,
it makes the rules that govern India-Iran
banking relationship difficult to extend
there. Thismeanswhenan Indian trader
wishes topayhiscounter-party inrupees
for anexport toRussia, there areno fixed
rules onhow to go about it.

Whathappenswhen,say,MRPL,asub-
sidiary of state-owned oil refiner IOC, the
largest importer of Iranian crude, wishes
to pay for the consignment in Indian
rupees? “Wehave to thinkout of thebox,”
said a banker. The US has no problem if
MRPLpays for theconsignment indollars
throughdesignatedUSbanksbecausethis
means the US Treasury, which monitors
thesanctions,cankeeptabsonhowmuch
crude is being sold. So trade volumes are
necessarily limited.

For the rupee payment route, MRPL
has to open an accountwith a designated
Indianbank,usuallyUCOBank,headquar-
teredinKolkata.ThatworksbecauseUCO
BankhasnodealingswiththeUS.Likewise,
theexporterofcrude,anIraniancompany,
alsoopensanaccountwithanIndianbank
(potential problems lie in the fact that
MRPL also operates through Bank of
Baroda,whichhasUSoperations).

The rupee payment from the Indian
importer is transferred to the account of
theIranianoilcompany,whichthentrans-

fers thesumtoitself inIran. Itbecomesan
asset of theoil companyagainstwhichan
Iranian bank will purchase rupees from
the oil company and give it Iranian rials.
The rate depends on the underlying
exchangeratebetweenthetwocurrencies,
unsurprisinglydenominatedinUSdollars.

Then the Iranian bank buys rials from
theCentral Bankof Iranpaying for itwith
the Indian rupee. The rupee now enters
the Iranian central bank’s balance sheet.
This is held by the central bank, partly as
reserve and partly to pay for the demand
from other Iranian companies for rupees
to pay for their imports, such as tea, rice
andbasic engineeringgoods.

Sincethereisalwaysavastunmetdem-
andwithin Iran for forex, thecentralbank
is willing to hold some Indian rupee as
reserves, too. But even then it runs a limit
on how much rupee it will hold. Indian
exporterstoIranhavetooperatewithinan
annual limitof less than$1billion.For the
pastfewyears,NewDelhihasbeenpushing
Tehran to increase this limit.

However, the samebanker said, as the
volume of trade with Iran has risen, the
reservesheldasIndianrupeehavedeclined
due to risingdemands fromtraders, espe-
cially now that Iran’s trade surplus with
IndiaisnarrowingsinceNewDelhi isbuy-
ingmoreoil fromRussia.

Besides, a via media has opened up
throughtheUAE.SeveralIranianimporters
invoice their trade indirhamstobuy from
India. The Indian traders get their pay-
ments for the consignments in Indian
rupee fromtheUAE.

ButforRussia, therupeeishardlytrad-
able except to exchange with India, so it
doesn’tmake sense for theBankofRussia
to hold any reserves. A reserve currency

should be valid for trading between say,
RussiaandIndonesia,yetpayableinIndian
rupees. A non-resident account in an
IndianbankthateitherIranorRussiaoper-
atesallowsonlyforbuyingofIndiangoods.
Given that India runs a massive trade
deficitwithRussia, it isdifficulttoseewhat
goods IndiacanofferRussia.

Thedemand fromRussia is the trigger
thathasmadetheRBIenthusiasticallysup-
port the internationalisationof the rupee.
However,thereareconcernshere,too.“Our
concernisthataRussianinvoiceforagood
may often be a cover for import of some-
thingelse,”saidanRBIofficial.Heisrefer-
ringtoweaponryorothergoodsproscribed
by theG7.

Indianbankshavealsoarguedforalter-
natives, suchas allowing a rupee-denom-
inated loan toRussia, similar to the$4bil-
lion line of credit that India has offered to
SriLanka.Buta loan toRussiawillhave to
becommensurately largerandinanycase
cancomethroughonlywhenthewarends.

Oflate,Moscowhasbecomemorewill-
ingtodiscussoptionswithNewDelhi,after
theG7-ledcaponthepriceof its crudehas
begun to bite. Till prices were below the
cap,tradewasbeingsettledinmostlyUAE
dirham. But with the OPEC Plus produc-
tion cuts pushing up prices, the caps on
theRussiangradeshavebecomeirrelevant.
But theUAEcentralbankhas indicated to
India it will not allow commercial banks
there to breach the cap since they could
fall foul of the sanctions. Recognising the
problem, Finance Minister Nirmala
Sitharaman said on the sidelines of the
IMF-World Bank meeting, “We will have
toconstantlyrefigurewherewegetthebest
dealasitisacriticalinputfortheeconomy.”
Thiswill require freshcreativity.
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Rupee trade and
its discontents
Findingalternativepaths tobuyoil fromstatesunderWestern
sanctions is stretchingthegovernmentandRBI’s creativity

nIndia’spushforrupeeinvoicingin
internationaltradegotmomentumin
ForeignTradePolicy(FTP)2023,which
proposesinvoicing,paymentand
settlementoftradeinIndianrupees
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2%ofglobalcurrencymarketturnover

nCountriesconsideringrupeetrade
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bilateraltrade
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THE INTERNATIONALISATIONOF THE RUPEE
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Fantasysportsrevenuemay
cross~25,000crbyFY27
ARYAMAN GUPTA & DEBARGHYA SANYAL
NewDelhi,18April

TheIndianfantasysportsindustryhaswit-
nessed a prodigious rise in recent years.
Revenue from the sector has grown 31 per
cent to reach ~6,800 crore in FY22, and is
expected to cross ~25,240 crore by FY27 at
a33per centCAGR, saida recent report.

Withover300 fantasy sportsplatforms
(FSPs) andanestimated 180millionusers,
India is the fastest-growing fantasy sports
market in the world. The sector, valued at
~75,000crore, isprojectedtoreach500mil-
lion in the next five years, according to a
reportby theFederationof IndianFantasy
Sports (FIFS) andDeloitte India.

A fantasy sport is agame,oftenplayed
using the Internet, where participants
assemble imaginaryorvirtual teamscom-
posed of proxies of real players of a pro-
fessional sport. These teams compete
based on the statistical performance of
those players in actual games. Popular
fantasygamingplatforms inIndia include
twoout the threegamingunicorns (firms
with a valuation of over $1 billion) —
Dream11 and MPL.

“Our analysis suggests that fantasy
sports hold tremendous potential to help
build a resilient sports ecosystem in India
andsignificantlycontributetothenation’s
digitaleconomy,”saidPrashanthRao,part-
ner, consulting, Deloitte India. “The
increased allocation for sports in the 2023
Union Budget, new innovations, investor
confidenceandgrowingconsumerdemand
willhelpgeneratefreshprospectsforentre-
preneurs and stimulate advancement of
this sector in India.”

The central government recently noti-

fiednewrulesforonlinegamingwithapro-
vision of creating multiple self-regulatory
bodies (SRBs) to certify “permissible” real-
moneyonlinegames.Theserules, industry
watchers say, will provide much needed
regulatory certainty to the sector and, in
turn, further accelerate growth. Some lin-
geringconcerns,however, remain.

Despitecentralregulations,manystates
have expressed apprehension towards
online gaming. A case in point is Tamil
Nadu’s recent blanket ban on e-gambling
websites, which threw a spanner in the
works for many gaming firms with opera-
tions in the state.

Joy Bhattacharjya, director-general,

FIFS, said: “The varied responses from
statesweresimplybecausetheylackedclar-
ityonthedefinitionandregulationsaround
gamesofchanceandskills.NowthatMeitY
(Ministry of Electronics and Information
Technology)hasprovidedaclearregulatory
framework,weexpectauniformapproach
across states.”

“Ourmainaimwouldbetosupport the
SRBs in terms of industry insights, and/or
any technological help needed from our
side. We would also hope that SRBs give
opportunitiestorepresentativesofindustry
bodies.”

(With inputs fromRaghavAggarwal)

INDIAN MARKET SNAPSHOT
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Period GST Corporatetax+TDS

FY18-22 2,800 1,700

FY23-27 17,500 13,000

Source: FIFS-Deloitte
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India recordedonedeath every twodays
due topolice firingor encounter in ’21-22
ANOUSHKA SAWHNEY
NewDelhi,18April

The National Human Rights Commission
(NHRC) registered a case of death due to
police firingorencounter every threedays
evenduring thepandemic.

Assailants shot dead former MP Atiq
Ahmed on April 16, triggering a debate
on extra-judicial killings. Therewere 179
cases registered in 2018-19, showsannual
data from a Rajya Sabha reply in 2022.
The analysis considered deaths due to
police encounter or police firing.
This works out to one case
registered every two
days. The number of
such cases dropped
to 135 in 2019-20
and 113 in 2020-21
amid Covid-19
restrictions. This
works out to a
case every three
days. The number
of deaths had
begun to climbagain
in 2021-22 (chart 1).

The disposal of cases
declined sharply during the
pandemic.TheNHRCdisposedof86.4
per cent of the pending cases in 2017-18.
Thisdisposalratehasfallento14.7percent,
showsdataasof2021-22.Asimilarnumber
for pending cases as a ratio of registered
oneshas risen. Itwasup from13.6percent
in 2017-18 to 85.3 per cent in 2021-22 (chart

2), according to a March 2022 reply. The
numberofpendingcomplaintsat thetime
was 139. The latest NHRC bulletin shows
317pendingcasesasofMarch2023.

Granular data show that some places
have seen a greater increase than others
after the pandemic began. In Assam, the

number of police firing and encounter
death cases rose fromseven in 2018-19 to
24 in 2021-22. Jammu and Kashmir reg-
istered 39 cases in 2021-22, from zero in
2018-19. Uttar Pradesh had recorded 24
deaths in 2018-19. The figure was nine in
2021-22 (chart 3).
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