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1. 
[bookmark: _Toc73733556]Abstract 
The paper focuses on the reasoning and the rationale adopted by the central bank in times of a financial crisis (with reference to the shadow banking Crisis 2018). Furthermore, it analyses the degree of transmission and the depth of the impact that these decisions create on the economy with respect to the short term and long-term changes and effects. It is understood that to have the correct understanding of the whole process one has to have exposure and experience from real time experiences. Bearing that in mind academics have been consulted to understand and present the theoretical aspect of the topic with historical evidences obtained from previously established theories. Along with which fund managers, venture capitalists, hedge fund manager, public policy analyst are interviewed to understand the on-ground impact in real time. The key reason for combining the theoretical and the real time impact is the time difference that is witnessed during the transmission of the variables of the monetary policies to the economy.
The paper adopts a qualitative approach with a semi-structured interview pattern. Semi-structured interview is most viable and suitable for the process since it allows the researcher to obtain additional information from the interviewee and not constraining within the confinements of the pre-prepared questionnaire. It ensures a smooth flow to the interview and catalyses the data being collected to be complete, clear and concise. 


[bookmark: _Toc73733557]Chapter 1: Introduction
1.1. [bookmark: _Toc73733558] Introduction to the topic
Coined in 2007 by Paul McCulley the term shadow banking signifies non-banking financial institutions extending credit to corporates and individuals through securitization. Enabling global accessibility to capital through debt channelised in neat packages of the world securitization market. Financial Crisis Inquiry Commission  (2010). In retrospect to the 2008 financial Crisis, Lehman Brothers created a credit bubble backed by mortgage securities. Furthermore, lowering the credit quality of these loans with the availability of sub-prima loans. Which created a market situation where borrowers were hunky dory with easy credit access and lenders were building cash cows by securitizing these loans and pawning them off to public investors. 
[image: ]
[bookmark: _Toc62680989]Figure 1: Stock Market Crash
Not regulated by the central banks NBFC’s are not under direct obligations and stern regulations. Which leaves the market vulnerable to unregulated and unchecked loopholes of the lending process. As per RBI’s Financial Stability Report liquidity of the credit market in relation to the non-banking financial institutions has increased from 9.4% March’09 to 17% March’18 Reserve Bank of India (2018). In cross reference to the Global Financial Stability Report released by the International Monetary Fund, (2018), underlying the systemic risks associated with shadow banking practises put the economy in the direct crosshairs of a foreseeable credit Crisis. 
The stability of the credit market is dependent on regular payments being made to the lenders indicating sufficient liquidity and acceptable credit quality prevalent in the market. Infrastructure Leasing and Financial Services (IL&FS) triggered pan country panic with default on a series of payment obligations. With it short-term, long-term debt obligations unpaid along with non-serviced commercial papers, the market was swift in acknowledging the upcoming liquidity crunch consequent to asset liability mismatch. 
[image: ]
[bookmark: _Toc62680990]Figure 2: NBFC stocks post the IF&LS liquidity crunch
Acknowledging the fact that the central bank of the country is responsible in its entirety to control the interest rates and money supply in the economy, RBI has direct influence and indirect control over the financial decisions made by the corporates. Consequently, RBI was crowned with the responsibility of ensuring stability in the economy, alongside imposing correct measures to push high rated NBFC’s through the Crisis and holding IL&FS responsible for its actions. 
The paper focuses on the role of the central bank in an economic downturn led by liquidity crunch. The measures announced in facilitating the on-going operations, while maintaining the confidence in the minds of the businesses, investors and public. The strategies implemented have to be in harmony with the relief’s announced by the government too, which makes devising a strategy difficult and its implementation tedious and time consuming. 
With the learnings available from the Lehman Brother Crisis, what did the Reserve Bank do different. And despite all the measures put in place to protect the economy from witnessing another credit crisis due to negligence and corporate influence how did the market land up in such a tight spot. Analysing the situation from the point of view of the central bank and endeavouring to understand how exactly did the was the country dragged out of the economic pit. 
Being a public entity there is open access to the public documentation preserved by the central bank. The archives contain all the required relevant whitepapers, gazettes, policies along with the minutes of the meetings of the executive committee. Thatching this data, an understanding can be built behind the decisions being made by the governor. The paper also navigates through the effects of the altered benchmark rates and revised lending norms enforced to tailwind the economy. 



1.2. [bookmark: _Toc73733559] Detailed explanation of the purpose of study
The primary purpose the research is directed to establish a deep understanding about the decision-making process of the central bank and the impact it has on the domestic economy in times of an economic downturn with cross analysis of the shadow banking crisis 2018 in India.
The research is essential to understand the strategy of the central bank in times of a financial crisis. With the downward spiral in the market a havoc is raised and panic is caused. If individuals and corporates understand the rationale and reasoning behind the taken stance it moulds the circumstances into easier ones. This can turn around a situation filled with panic and confusion, into a controlled environment where awareness can play a key role. 
This can also be used to understand how the market reacts under such circumstances, which would further enable to form a strategy that can be used to make profitable trades. Apart from which the investors can protect themselves from engaging in loss making position.
Furthermore, it makes the understanding of the regulatory bodies clearer about the reaction and the emotion in which individuals and companies engage in the market. Which helps them formulate better suited policies which can stabilise the contagion and strengthen the domestic economy to withstand the downturn and commotion. 
1.3. [bookmark: _Toc73733560]
 Research Aim

· To assess the role and the impact of the decisions made by the central bank during a financial crisis of shadow banking (liquidity crunch and credit crisis).

1.4. [bookmark: _Toc73733561] Research Objectives
With the research revolving around defining the role of the central bank during the shadow banking crisis the key objectives are laid down below. 
· Define the depth of the impact of the enforced policies by the RBI during the shadow banking crisis 2017.
· Defining the individuality of the RBI when implementing their decisions. 
Putting into the perspective the broader scope for the research objectives for understanding the flow of the research.

1.4.1. [bookmark: _Toc73733562]Broad Scope of Research Objectives

· The transmission of the central bank’s strategy using the monetary policy as a transmission instrument and its impact on the financial market behaviour. 
· The dynamic relation of the monetary policy and the credit availability in the economy. 
· A study into the different market instruments used by the reserve bank.
· The root cause of the shadow banking crisis of 2018. 
· The impact of IL&FS crisis on the liquidity and the credit quality of the economy.

1.5. [bookmark: _Toc73733563] Research Problem Statement (Literature Gap)
When the country was facing the shadow banking Crisis back in 2017, Raghuram Rajan an Indian economist mentioned in an interview that the previously adopted strategies used have run out of steam and the economy is in dire need of new policies. The following year India was subject to a huge liquidity constraint with the underlying IL&FS Crisis. It was then that the RBI was playing on the front foot and was shouldering the responsibility of digging the national economy out of the trench. When the central bank sprang into action it enforced certain policies deemed fit to maintain a harmonious balance within the domesticity. With the blue-chip infrastructure lender dragging the trust to the point that it became ineffective among the mass’s RBI stepped up to ease up the availability of credit to the stable and well rated NBFC’s. It was announced by Reserve bank of India, (2018) that the banks would have to extend credit to the NBFC’s based on the credit ratings assigned to them by the accredited rating agencies. Furthermore, in exception to the Core Investment Companies NBFC’s would now be risk-weighted based on their ratings. To smoothen the money supply in the economy the government announced the OMO (Open Market Operation) purchase auction to infuse durable liquidity. They also tapped into a lower interest rate environment by reducing the repo rates. Front load capital was made available with the recapitalisation bonds deployed for the SCB’s. Fresh capital injection was prioritised along with stabilised credit availability in a stagnant economy. (Reserve Bank of India, 2017) 
[image: ]
[bookmark: _Toc62680991]Figure 3: Situation of IL&FS and Government's role in it
Despite the RBI implementing measures and enforcing tighter norms to create a balance between the ongoing Crisis one key element that was missing was awareness and subsequent to it trust. Citizens though aware that the central bank had sprung into action were unable to understand how effective were these policies. With the corporates in a rat race to save themselves, the citizens in a frenzy to understand the cumulative effect of the circumstances around them and the central bank trying to control the situation on all fronts it is important for the people of the nation display trust in the decisions implemented which further calms down the FII’s and FDI’s Kothari & Ghosh (2020).
Subsequent to the acknowledgement that majority of the investors are unaware of the complete consequences attached with all the decisions implemented, there is yet a paper to be published that explains in depth about the relation between the central bank and the shadow banking Crisis. There have been previously published papers which study the shadow banking crisis in relation to IL&FS by Roy (2019) or the crisis itself by Singh (2019). Studies have also been published in relation to governance and IL&FS by Pendse & Sontakke (2019). But a complete research paper focused only on the relation between the central bank and the shadow banking crisis is not published in isolation. Policies are implemented prospectively but are formed on retrospective incidents. Therefore, when a central bank releases a document under review for the public opinion it is important that the public is cognizant of the underlying incident and the future possibilities attached with the decisions. A well-informed economy is a well-formed one. 
So, in conclusion to the literature gap, there is no publication of a research paper that focuses on the relation of a central bank with the shadow banking Crisis. Every financial crisis uncovers a black swan in the economy. It is crucial that the black swan is correctly understood so that the future possibilities that could stem from it are avoided or at least well prepared for.

1.6. [bookmark: _Toc73733564] Relevant Issues to the research 
The fundamental relevant issues overshadowing the research at this stage of the proposal are as follows:
· Time constraint has restricted an exhaustive approach to the research problem.
· Though the archives contain all the historical data documented, when encountering human interaction to understand the on-ground impact of the situation it would be extremely difficult to obtain a vivid description.
· The analysis regarding the actual impact of the implementation of the policies by the central bank will be verified by the industry experts, with anecdotes of their experience and opinion. This creates a difference in information being obtained based on individual perspective and becomes a hinderance for systematic comparison of data. 

1.7. [bookmark: _Toc73733565] Comprehensive Background for the Research 

· The relevance of the research objectives emerges from the lack of research done on the quintessential decisions taken by the central bank during the shadow banking crisis.
· Popular opinion exists that the tailwind by the US markets the domestic markets were able to dust off the impact of the liquidity crunch and was able to bounce back. 
· Also, that the US-China trade war was a key determinant for the suppressed economy and the impact of the crisis was intensified with the same. 
· But looking at the domestic economy the central bank was the mediator in balancing the trade deficit, the suppressed exports of the country, rising inflation, falling credit scores, default on payment obligations and the blow received by the investors and lenders of the consortium of IL&FS.
· As per Bhattacharyya & Sensarma (2008) the transmission of the effect of the monetary policy is mainly channelised through the financial markets and is a highly effective medium. This can really help us understand the extent of control that the central bank on the country.
· Manda & Rao (2019) highlights the causes for the default of the payment obligation by IL&FS and the immediate impact it had on the financial condition of the country, in co-relation to the reaction of the cumulative stakeholders.
· Substantiating the previously published researches, the paper justifies the need of understanding the role of the central bank for in-depth understanding of market reaction to financial crisis. Along with which the impact of a certain macro-economic variable is analysed to understand the co-relation between the market conditions and liquidity crunch and the importance of credit ratings. 

1.8. [bookmark: _Toc73733566] Rationale for the study

· The research primarily is focused on understanding the economic condition of the country based on the underlying macro-economic indicators determined by varied influencing factors. 
· The role of the central bank amidst a financial crisis pertaining to liquidity crunch and credit quality and the extent and impact of its decisions and responsibilities.
· The research revolves around the functions and responsibilities of the central bank and explains the fundamentals on which the reserve bank governs the nation’s economy making it an academic interest for scholars excelling in the fields of economics, finance, econometrics, public policy analysis, etc.
· Previously published papers such as Peek & Rosengren (1995), Michael Ehrmann (2009) and Miranda-Agrippino & Ricco (2018) concentrated on the transmission of the monetary policy in normal conditions and in a crisis. But there has been limited research providing a holistic approach to the role of the central bank in the event of a liquidity crisis.


[bookmark: _Toc73733567]Chapter 2: Literature Review
This section discusses previously published research papers in relation to the research being undertaken. It establishes relevance and significance of the paper and links it to the historical works of the scholars. Establishing a link between the current research being conducted and the previous research’s, literary works and studies conducted.
The literature review referred to primarily consists of the responsibility of duties and the availability of power in the hands of the central bank. How do the policies being formed and enforced depict pragmatism and what are they based upon? How does the RBI survive through a financial crisis? To what extend and in what way does the central bank influence the economy. Are the financial conditions and the economic conditions interdependent variables? 
It establishes the relevance of the research being conducted as it specifies that the study being undertaken has been previously initiated on a different scope with a different approach and objective. But it can be used to signify that it has academic and practical importance. 
2.1. [bookmark: _Toc73733568] Financial Stability and RBI
 As summarised by Bansal (2017) the Reserve Bank of India is responsible for maintaining the price stability, adequate flow of capital to the productive sectors, promotion of productive investments and trade, promotions of exports and economic growth. Along with its primary responsibility of controlling the money supply in the economy to maintain the economic and financial stability. Zamalloa & Saal (1995) throw light on the general money market instruments utilised by the RBI to control the volume of money in circulation. In relation to the research being conducted Zamalloa and Saal evidence that the tools though being indirect in nature are designed to control the volume of credit in the economy. In line with the area of study the research conducted by Modigliani, Rasche, & Cooper (1970) conveys that the central bank can control through the money supply with its directives. The volume of money circulation indirectly impacts the purchasing power in the hands of the end consumers and the credit availability to the corporates and businesses. Central Banks can on legal authority control the credit rationing provided to the companies along with the consumer credit regulation. 
2.2. [bookmark: _Toc73733569]Responsibilities of RBI
 Reddy (2007) elaborates on the exhaustive role carried by the RBI in addition to its responsibilities as the central bank. It clearly underlines the fact that though the RBI works on parallel grounds as the government and in compliance of the State rules it is now owned by the government and is an independent body. Although the Governor is appointed by the Central Body and can be removed from the governing status without stating any specific reason. Reddy then emphasis on the principal responsibility of central bank of enforcing the monetary policy in the country. The evidenced data shows the level of influence and hold the central bank has on the economic conditions. Sproul (1947) mentions that the monetary policy is an influencing variable for varied factors apart from the interest rates. In relation to the controlling the inflow of capital to the enterprises, government has an alternative method of conducting Open Market Operations (OMO). Bank for International Settlements (2010) emphasis on the fact that although the central bank primarily uses indirect instruments to influence and enforce the strategies and decisions, there is no inclusion or compulsion that expels the use of direct instruments or a combination of both. The latter is used in conditions of high priority and immediate attention required situations. Secondary responsibility of the RBI is to maintain the inflation between its lowest acceptable digression and highest uptake. 
Though the papers are sufficient to highlight and evidence the role, importance and functions of the central bank it does not acknowledge the degree to which its presence influences the economy. In my opinion, the mere recognition of an entity does not provide, an at par measure of the degree to which the roots of it are embedded in the economy. Shouldering the responsibility of the entire nation the central bank should be recognised as a quintessential element and should be bestowed with the power along with the responsibility free from the reins of the government but still under the constraints of the judiciary system and regulated by the law (Fischer, 1995).
2.3. [bookmark: _Toc73733570]Evaluating decisions of a financial institution

Merton & Bodie (1995) developed a conceptual framework for analysing the fundamental alterations made by the financial institutions in the working of the global financial system. The paper focuses on improving our understanding on the rationale behind the enforced changes. To understand how and why do these financial institutions make changes to norms already established that were laid down with some purpose. How do these institutions successfully evaluate situations and predict the future with accuracy and provides a guide to global business strategies and public policies? 
McNamara & Kathleen (2002) discuss the centre of the framework is the key reliance of it on the functions rather than the financial institutions as its anchor. The concept is called functional perspective and is based on two pillars 
· Functions are more stable and the institutions and tend to vary lesser over the period of time.
· The prevailing competition between the institutions help them to achieve greater efficiency in their functions. 
The functional perspective is primarily utilised to explore the impact of the key public policy issues that are being faced by the global financial system. The issues highlighted are risk accounting, regulation of OTC derivatives, deposit insurance form, pension reform and privatization. 
In conclusion to the study of Merton & Bodie (2002) the result is that the often-providing liquidity and lending are considered to be the core functions of the financial system. It was further said that the function of lending can be used a combination of resource transfer and risk management functions. The concept of liquidity has been segmented into two parts clearing and settling along with managing the issues arising due to the circulation of asymmetric information. 

2.4. [bookmark: _Toc73733571]Formulation, transmission and impact of monetary policy
According to the study of Demetriades & Luintel (1996) the postulation that government dictates the pricing and allocation of the loanable funds pertains to the traditional approach. On ground reality the banking system aka the central bank policies and regulations are the real drivers to the economy. Now if the study of Demetriades and Luintel (1996) is considered the policies formulated an enforced by the central bank then should have a huge impact on the real income and trade. Goodhart & Hofmann (2001) focuses on the intensity with which the enforced regulations and norms of the central bank affect the money supply and the capital availability through the transmission of interest rates, credit reserves, liquidity requirements, directed credit programmes. It tracks data through the indices based out of the principal components which can be traced back to the banking policies enforced in the market.
In the process of doing so the data that is being evaluated includes the cumulative impact of currently executed norms and reflects the impact experienced by the same. As the evaluation and analysis is based on the data sample extracted through the indices being tracked, the data is quantified and analysed. The approach undertaken enables the research to incorporate the repressionism policies to further widen the scope of the equation and quantify the impact it creates independent of the impact of the interest rates. In addition to which the researcher applies the unrestricted error correction method estimation (UECME), continuing ahead to perform weak exogeneity tests on the link between the causality of financial development and economic growth. 
2.5. [bookmark: _Toc73733572] Independency of the central bank
The test of independency for a central bank has been previously performed by McKinnon (1998) and Pagano (1993). The paper has been bifurcated into three sections. Section 1 consists of the how laid banking sector controls affect the bank behaviour in a non-competitive setting. Section 2 consists of the brief discussion of the econometric methodology and technical issues. Section 3 explains the collection and analysis of the variables undertaken for the study and the data sources.
The results yielded indicate that the excessive control of the central bank and the banking system tend to have a negative influence on the financial development of the economy. Same has been re-confirmed by Eijffinger & Haan (1996) the results of the research were in line with varied exogenous growth models which suggest that there is existence of new lines of influence apart from the traditional pre-existing channels that have heavy influence on the financial sector policies formulated on the economic development. It was evidenced by Alesina & Summers (1993) that enforcing a glass ceiling on the on the lending rates for the commercial sector implies little positivity on the financial deepening. The executed exogeneity tests indicate that the financial and the economic growth of the nation is jointly determined.
2.6. [bookmark: _Toc73733573]Holistic view on the Reserve Bank of India 

The paper is a blend of conceptual and theoretical literature. Forder (1998) refers and cites various previously established research papers and journals of scholars and peers that justify their thoughts, opinions and results of the study undertaken. Basing out the relevance of his research paper on difference of opinion regarding the independence of the central bank the author critically evaluates the granted freedom to the reserve bank. The concept developed and analysed corresponds with the inflationary situation of the country. It is an academic paper that has great academic significance. The undertaken study aims at evaluating the independence status of the central bank of the country and how does it impact the economy of the country. The yielded results depict that the project provides with knowledge for understanding and knowledge for critical evaluation since the research factors in the negative influence of being granted the independency. It allows the audience to form an opinion on the mentioned subject along with an exhaustive research with the scope of the research objectives.
When referencing to this paper, it brings the ethics with which the central bank operates under the scope of the research. For which Koslowski (2011) can be referenced that puts the reserve bank under the ethical stand which improves the ethical standing of the research. It studies in detail the transparency with which the central bank operates, and focuses on providing a perspective to both sides of the story. It further evidences the workings of the bank with the enforced policies, norms, regulations and indicators that signify the performance of the bank. The paper argues about the support for the independence of the central bank impeding the credibility of the bank. It is based on the relevant data from the previously established peer reviewed scholarly papers. Deriving analysis from the accumulated data from the papers reviewed the author forms an opinion of his own. It focuses on forming a theoretical concept circling around the positive and the negative impact of the central bank independency.
To test this theory through collection and evaluation of secondary data and testing of the hypothesis Fontan, Carré, & L’Oeillet (2018) can be referred. Albeit it does not concur with the limitations of its own research, the analysis is descriptive and evidenced but does not mention any limitations to the conclusions derived. It provides a top-down approach on the study and does not mention granular sensitive indicators that can alter the solution to the paper.
Though the author tries to give a holistic view it fails to include the fact that the implications of granting independency to the central bank will have its geographical limitations. Therefore, the assumption being made that independency works the same for all the regions does not stand its ground. This is re-confirmed by Aklin & Kern (2020). It is acknowledged by them, that there will be existence of similarities between the cross-country entities but to assume that they are identical is a far-off assumption. Though the claim made in respect to the conclusion in reference to the evaluation of the indices and the past papers are satisfactory to understand the points the author has tried to put across.
For backing the claims made by the author data from previous literary works such as Cukierman (1998), Goodhart,(1995) and Geraats (2002) have been referenced. Along with the evaluation of the database pertaining to the indices, knowledge of the author has all been combined. It includes detailed explanation of the previous works published linking it to required scenarios to establish its relevance. Extensive emphasis has been created on the works of Rogoff. There is analysis of the data collected from indices to indicate the influence the central banks decisions have on the working of the economy. The author has formed a concept around the pre-existing model of Rogoff on an improved scope. There is no quantitative or qualitative evaluation of the data. In my own opinion that suggests to be a limitation to the study since the study undertaken has the impact on several stakeholders voicing in their opinion as experts and professionals would have given a clearer and solid backing to the claims made by the author.
2.7.  Role of central bank during financial crisis.
One of the most argued points about the role of a central bank during a financial crisis is the use of a monetary policy for transmission of the policy rates to stabilise the credit situation of the country. Nier (2009) mentions that when countries are emerging from quantitative easing, there is a huge question mark on the extend to which the monetary policy should be adjusted to accommodate to the current situation. For which the monetary policy can 
i. Include an explicit secondary objective of financial stability in compliment to the primary objective of price stability. 
ii. The time period set for achieving the inflation targets should be extended. Usually during a financial crisis, the financial imbalance takes up longer to build up and extending the time period allows the central bank to accommodate the risks included in changing the monetary policy and can spread it out. 
Second in the list is Asset price Stability. Mishkin (1992) mentions that during a financial crisis the real time net worth of a company decreases. With the asset prices of the company contracting and the debts on the financial statements being static the real value of assets decreases, consequently decreasing the net worth of the company. Therefore, it is pivotal that for the industries to stop from collapsing the asset prices need to be maintained and stabilised. 

2.8. [bookmark: _Toc73733574] Implications of the review and Significance of the study

2.8.1. [bookmark: _Toc73733575]Implications of the review
The above-mentioned literature reviews are a study to understand the background of the research undertaken. The Reserve Bank of India is central governing body granted the status of a separate entity detached from the parliament and the government. It is crucial to understand the impact it can have on the economy with its decisions. For which the literary review has infused a detail-oriented study of the central body. Its role, functions, responsibilities have all been reviewed and included as factors for evaluation.
Extracting the relevant points from the literature review, it is now factored in that the central bank can influence the economy to a high degree. Any sudden or unexpected decision made by the bank will result in an immediate contagion in the market. Not because the decision will be evaluated based on its relevance or necessity or implication but majorly due to the fact that the awareness about the decisions and strategies of the central bank though available on the public websites are not accessed due to lack of education or illiteracy or ignorance. Therefore, when the decisions are executed, individuals do not know what to fathom and are confused with the overwhelming information and end up panicking. Therefore, the effect of the decisions is also driven by the individual sentiments.
Furthermore, central bank has access to multiple instruments to enforce its policies in the economy. Although the announcement is quick the transmission to the economy is a delayed process. Nevertheless, the mere announcement of a safety measure or developmental strategies provide the market with enough proof of reliance on the central bank and helps bring the situation under control. 
2.8.2. [bookmark: _Toc73733576]Significance of the study
In reference to purpose of the study and the exhaustive list of objectives penned down, the paper is an extensive read into the analysis of the issuance of the exotic new financial instruments being used directly or indirectly by the central bank to work its influence into the commercial and investment banks balance sheets. This analysis renders information of great importance to the learners of economics, finance, public policy analysis. 
The paper has a widened scope of audience which includes corporates, investors and stakeholders that are directly or indirectly influenced by the monetary policy, market conditions, economic conditions, interest rates etc. The primary focus is on acknowledging and analysing the role of the RBI in the times of a financial crisis. It is an attempt to understand the strategy of the central bank. The money supply in the economy represents the liquidity in the country. If there is presence of excess liquidity the country can witness high inflationary situations. If there is restrained liquidity then there exists the threat of a subdued economic condition and deflationary situation. Since it is the duty of the central bank to shoulder the responsibility of maintaining the money supply it is quintessential to be cognizant of the factors included while finalising measures to do so. This keeps you in the loop of the current economic conditions and enables you make correct monetary decisions for yourself.
Also, since majority of the corporates and businesses are in some way linked to the secondary markets it indirectly influences the household finances. Since, individual investors convert their savings into investments which in turn is capital for the corporates who are directly influenced by the policies of the central bank.

2.9. [bookmark: _Toc73733577]Conceptual Framework
Explaining Conceptual framework in the words of Camp (2001) it is the representation of the natural progression of the topics to be studied under the research. In addition to which Peshkin (1993) states that it is inclusive of the information linked to the various concepts, the empirical research and the quintessential elements or theories that are being used by the researcher to systemise and convey the information collected by them. While, Liehr & Patricia (1999) state it in simple terms to be the comprehensive manner to look at the problem being studied in the research. 


[bookmark: _Toc62680992]Figure 4: Conceptual Framework of the research paper

After the financial crisis of 2008 the European Central Bank released a report on the in relation to the global financial crisis and the role of the central bank. Under which it stated that when the world economies are facing a financial crisis the changes made to the mandates and the functions of the central bank are often deep rooted and long lasting. European Central Bank (2011) The overall framework is based on the process to be executed in order to understand the role of the central bank during a financial crisis pertaining to a liquidity crunch.
The first bubble consists of the basic fundamentals that have to be understood before proceeding to any kind of collection, analysis, evaluation or discussion of data. It is understanding the functions and operations of the reserve bank before initiating the core research to be conducted. With clearer fundamentals laying a stronger foundation the further analysis can be executed with a more professional and learned approach. 
Moving ahead, the second bubble is interaction with the academicians and the industry experts. RBI being a financial institution the input of learned professional provides the required insights. This helps us understand what is the on-ground situation is and how the labour force reacts to the business environment around them. 
The third bubble proceeds to collecting the historical data relating to the information obtained by conferring with the academicians and industry experts. It will try and establish a link between the historical events that have taken place and relate them to the shadow banking crisis. It is important to understand that whether the decisions being taken are retrospectively are more of a spontaneous nature. It will be the initiating point to understand the perspective of the financial institution towards the action taken to redeem the economy to its previous stature.
Explaining the fourth bubble, now since the pattern of decision making by the RBI would have been established it is crucial that the shadow banking crisis is compared to it. This will result in establishing whether or not a pattern has been followed in the decision-making process. So, the estimate of the possibilities of the outcome has a degree of certainty to it that is derived from historical data. 
 Now the fifth bubble moves to the actual comparison of how effective were these implemented and enforced policies and norms. Since the objective is to understand the role of the RBI in the shadow banking crisis 2017 the research should clearly depict the level to which the central bank was influential during the crisis. 
Now since the data has been collected from all the relevant sources and has been refined the sixth bubble moves ahead in analysing the current situation. The after effect of the policies implemented and the decisions taken. The current situation analysis is important since the after effects also counts to whether or not in the future if any such incident happens will the path previous chosen be repeated. 
When all the above processes are completed the collected data when looked at from a holistic approach it will help define all the parameters of influence of the central bank. The depth of the understanding will be exhaustive and concise. 


[bookmark: _Toc73733578]Chapter 3: Research Paradigm and Overall Approach
Kivunja & Kuyini (2017) suggest that the concept of research paradigm is one that scholars in their early careers and academicians pursuing higher degree of education both perceive to be a difficult articulation with porous explanations. American philosopher Kuhn (1970) coined paradigm to be a philosophical way of thinking. However, when talking about it in context to education research paradigm indicates to be the researcher’s worldview. For instance, what is his take or chain of thoughts or perspective. Or what he deduces from all the information floating around him (Mackenzie & Knipe, 2006). 
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[bookmark: _Toc62680993]Figure 5: Elements of Research Paradigm

2.10. [bookmark: _Toc73733579]Ontology
[image: ]
[bookmark: _Toc62680994]Figure 6: Components of Ontological Assumptions








2.11. [bookmark: _Toc73733580]Epistemology
[image: ]
[bookmark: _Toc62680995]Figure 7: Components of Epistemology Assumptions

2.12. [bookmark: _Toc73733581]Primary Research Paradigm
Mittwede (2012) in his research suggests the pros and cons on all four major research paradigms- positivism, post-positivism, critical theory and constructivism. His derived conclusions indicate that on all four fronts there is presence of a complex matrix. Which the theologian should deeply understand in correspondence to the research being undertaken failing to do so poses the risk of high misinterpretation on the part of the theologian with the theory rendering ineffective results. 
Based on the proposed research study and in correspondence to the literature review the chosen methods of research is positivism. In their paper define positivism to be the reality that is independent of us and forces us to discover theories and build our own beliefs. Research papers stemming from derived theories which contribute to the social phenomena by quantitative measures can be termed to be positivism research.

2.13. [bookmark: _Toc73733582]Logical reasoning (Inductive or Deductive)

According to Thomas (2006) inductive research refers to various approaches towards the primary research being conducted. By utilising the detailed information obtained through those mediums to form concepts, themes or a model by the means of interpretations made by the evaluator or researcher from the raw data. Therefore, when talking about inductive research the pattern flows from the observation and collection stage towards the formation of theory. Whereas, when we talk about deductive reasoning, the flows are vice-versa. The researcher formulates a theory for his research, makes certain assumptions based on the information he possesses and then moves ahead to prove it. In the words of Woiceshyn & Daellenbach (2018) deductive approach entails initiating the research from the general, broader perspective to refined or particular. Which starts with the formation of a theory first, deriving a hypothesis from it going ahead and testing whether or not the hypothesis is correct and then revising the theory set upon in the first place. 
The methodology being used allows me to use a blend of the inductive and deductive approach. With the method of semi structured interview being included in the research method the inductive method can be used to derive conclusions on certain points and use them as input into others. Also, with the dynamics of a semi-structured interview it would involve shifting the line of questions in the manner of extracting the required information on the pre-prepared list of questions attached in the appendix. Furthermore, it would also reflect the deductive method with the inclusion of data from historically conducted empirical literature. The inclusion of the data is quintessential as it establishes the base for forming the hypotheses of the research. 
[image: ]
[bookmark: _Toc62680996]Figure 8: Comparison between inductive and deductive reasoning

The interviews being conducted to obtain individual opinions on the role of the central bank the data being collected will have to deducted to different categories of responses obtained to derive a conclusion from it. The responses will form the primary data collected and the theory will be formed around it. 



2.14. [bookmark: _Toc73733583]Research Design

2.14.1. [bookmark: _Toc73733584]Research Strategy

The research aims on adopting qualitative data collection approach. Focusing mainly on the interviews with the industry experts on retrieving information from them based on their personal experience of working in that environment. From academic scholars to understand the on-paper strategies enforced by the central bank and the degree to which it created an impact. Semi-structured interviews will help understand the investors and stakeholders’ point of view and the impact of the blow that they received during the crisis and to what extent do they think that the central bank shouldered its responsibilities in an efficient manner. 
The research being exploratory in nature it only deems fit that semi-structured interview would do justice to the purpose of the research. P.Gill, K.Stewart, E.Treasure, & B.Chadwick, (2008) clearly state that while designing an interview it is imperative that the questions being asked yield the maximum amount of information from the interviewee. Therefore, bearing that in mind the primary research will be conducted through the exploratory way of semi-structured interviews. 
Though the exact questionnaire will be prepared after the level one of the conceptual framework the draft questionnaire with the highly probable questions have been attached in the appendix. The interviews will form a crucial part of the research since it will lay the brickwork towards understanding the market emotions towards the decisions of the central government. Since the investor sentiments play a huge role in driving the domestic economy it becomes pivotal to factor in their input into the research process. 
The sample size is being approximated at an interview of five industry experts, five academic scholars. However, depending on the limitations being faced during the research the final count might altered.
Research conducted based on the secondary data will be collected from the archives publicly available on the public domain for global access. In reference to numerous journals, articles, periodicals. Furthermore, being a public entity, as a citizen a right to information has been retained and can be used to avail of the required information

2.14.2. [bookmark: _Toc73733585]Research Methodology
Under this section the researcher focuses on the different aspects involved in the methodology of the research. It mentions the limitations, participant details, questionnaire details, the techniques and the criteria being used in this study. Since the data forms a crucial part of the research it is quintessential that its validity and reliability is tested and known before the primary input received from the research is factored into assessing the outcome. 
2.14.3. [bookmark: _Toc73733586]Sampling
The semi-structured interview focuses on gathering the individual investor and citizen sentiments towards the central bank striving to maintain a stabilised economy. Saunders, Lewis, & Thornhill (2009) state that for research and case studies adopting probability sampling might not be the best option due to the vast sample set availability. However, when such conditions arise the researcher can opt for the non-probability sampling techniques. 
The technique has an inclination towards the theory being presented rather than creating an emphasis on the sample set being undertaken. So, to finalise on the most appropriate sampling technique the selection is deduced from the flowchart of selecting non-probability sampling techniques based on which the self-selection sampling method is expected to be best suited to the researcher’s knowledge.
The sample set created through this process includes my acquaintances, friends, family, colleague, etc. The participants being selected will be primarily based on the amount of experience they have working int the markets along with their academic qualification and their knowledge and interest in the workings of the central bank in the economy. Though if any of the below mentioned questions are answered yes, they will be automatically forced out of participation for the survey.
Are you of 18 years and above?
Have you ever been convicted of financial crime by any domestic or international judicial system?

2.14.4. [bookmark: _Toc73733587]Samples and Participants

The participants will be within the geographical constraint of the Indian sub-continent. The targeted audience would include all genders, backgrounds, geographical regions (within India), all age groups above 18, individuals involved in any relationship status. 
2.14.5. [bookmark: _Toc73733588]Sample Size
Due to the limitation of time, it would be highly impossible to collect data covering the entire geographical region. Therefore, for the purpose of qualitative data collection semi-structured interviews are to be executed. Interviewees will be academicians and industry experts. A combination of both should total up to ten interviews. With a proportion of 50% each to strike a balance between the two. Merely to avoid biasness towards any one of the groups. 
As the research is being carried out by an individual it was not possible to carry out extensive research with the time constraint. Therefore, the interviews had a glass ceiling of ten so that the interviewees being chosen are relevant, informative and in a position to deliver correct information. Also, when the interviews were completed, it was noted that the saturation point for the research was achieved. Since the input of both the data the semi-structured interviews and the secondary data extracted will be used as input data for deriving the conclusion. 

2.14.6. [bookmark: _Toc73733589]Principles of Questionnaire design

Oppenheim (1992) illustrates the importance of proper planning and design for a questionnaire. He mentions that often researches get overwhelmed and underestimate the task of preparing a questionnaire which is not realised until the data has to be evaluated. Where, they find data to be insufficient, negligent, rigid, pretentious or faulty which resorts them in a position where their research will not derive the potential outcome. He stresses on the fact that portentous conclusions are based on faulty inferences from insufficient evidence misguidedly collected and wrongly assembled. 
[image: ]
[bookmark: _Toc62680997]Figure 9: Process of Developing a questionnaire
Basing my questionnaire by keeping these points in mind the questions will be formed in relation to the aims and objectives of the research. They will be refined and precise to the information being sought based on their relevance to the research. With an effort to minimise the loopholes and acquire accurate answers from the questions under investigation. The formation of the questions will not be limited to the merely to the wordings of the questions but to the design of the investigation as a whole. The conceptual framework and the literature review mentioned in the previous chapters of the proposal will be used as guidance to form the questions for the survey. 


[bookmark: _Toc73733590]Chapter 4: Data collection process
In the underlying section the data collection process is discussed and involves qualitative methods using the semi-structured interviews.
4.1. [bookmark: _Toc73733591]Primary data collection
The qualitative method includes the semi-structured interviews in the research. The selected participants were contacted via email along with the plain language statement and informed consent form to make them fully aware of the research they are being a part of. After affirmative confirmation is received from their end then the details of the interview were decided. With the impact of Covid19, it was an online meeting conducted via Zoom or Skype. 
The questions asked in the semi-structured interview were not be rigidly pre-decided. Since exploratory method is being adopted by the researcher the interview was open-ended and adapted accordingly to the responses being received from the interviewee. When the participants engaged in the interview the areas of concern found by the researcher through the questions were focused upon to extract more information on those topics to make them clearer. 
The set of questions were in the areas of relevance and in line with the overall theme for obtaining reliable data that can be compared easily. The themes undertaken have their trajectory towards the decision-making process of RBI, the on-ground impact of their decisions, the responsibility the central bank shoulders, to what extend did they play a role in the financial crisis of 2017.
4.2. [bookmark: _Toc73733592]Sources of data
When talking about the sources of data the bifurcation can be primarily made into primary and secondary sources.
Mentioned above the primary source of information has been mentioned.  For the qualitative analysis, semi-structured interviews will be conducted based on the pre-prepared open-ended exploratory questions. The questions will be in line to the research objectives and will provide key data to be included in conclusion to the research. 
Moving ahead to the secondary sources of data, these sources will be used to cumulate pre-existing information. For instance, information obtained through the published summaries about similar research works, domestic institutions providing quarterly and yearly public data, archives of the RBI, concepts from books enlightening its readers on the role of the central bank in the economy, journals, statistics, etc.  The archives of the RBI can be used to refer to meetings and conferences held during the crisis and what stance was adopted then. The audio-video scripts can be used to understand the scripted works of RBI. 
The secondary data will perhaps be more crucial to the research since it contributes to the research in a deeper way than the primary research. Primary research will assist us in understanding the perspective of the taxpayers of the country but the secondary research will contribute to the understanding of RBI as the central bank and an independent institution. The policies implemented by them. The degree of impact that those policies created on the economy of the country. The after-effects of all those policies. Although, it will be a combination of both the sources to determine whether or not the decisions taken by the central bank were justified and in the interest of all. 
4.3. [bookmark: _Toc73733593]Collection Process
The Oxford Dictionary explains data analysis to be a process under which the components are resolved into simpler elements. But put in the words of Hardy & Bryman (2004) Data analysis is a step ahead of data collection, it involves comparing, narrowing and condensing the acquired information frequently collected in the duration of the fieldwork or coursework. 
When the research involves a mixed method wherein there is utilisation of the quantitative and the qualitative methods of data collection the data analysis has to be sequential. This is because the method that is an influencing factor to the dependent method has to be evaluated first. This way the results obtained from the influencing method can be used as an input to the dependent method. 
With the questionnaire survey being conducted first the essence of the larger population can be known. This way when conducting the semi-structured interviews, it will be easier to form the questions of pressing issues. Therefore. the data analysis of the quantitative method will be conducted first followed by the thematic evaluation of the semi-structured interviews.
4.4. [bookmark: _Toc73733594]Semi-structured interview analysis process
Despite the acceptance of the popularity that qualitative analysis has gained analysing the qualitative data still poses a challenge to many research practitioners. In their study Kruege & Casey (2015) emphasise to not deter from the purpose of the study. The purpose of the study is supposed to guide you through the direction, depth and intensity of the analysis being conducted. It also reminds the researcher to be always cognizant of two factors available resources and the value of in-depth analysis. 
The data collected through qualitative analysis can be bifurcated into three categories textual, verbal and visual. The interviews taken would be subjective to deductive reasoning. Since, through the evaluation of the quantitative data there will be an estimate of the public sentiments at large. Therefore, there would already be an assumption to the theory or the outcome that is expected from the interviews. 
A full record of the interviews conducted will be maintained. The evaluation of the data will be thematic. It will be first categorised into themes derived from the conceptual framework using matching codes. When the themes are linked to the conceptual framework it will help in realising whether or not the existing assumed theories are relevant or not. And going forward they can then be modified accordingly.

4.5. [bookmark: _Toc73733595]Ethical considerations
In compliance with Research Ethics, approval will be pre-taken from the Research Ethics Committee at Griffith College Dublin. This will take the consent of the participant before he/she/it decides to become a subject in the research. The Plain language statement will be a detailed document consisting of important information regarding the research being disclosed to the participants. It will mention the nature of the research, what is the purpose of the study, the expectations from them as a participant, the potential risks and benefits attached with being a participant. The participant will have to answer the question of, ‘Did you read the Plain Language Statement and by your own consent are agreeing to be a part of the research? Before the interview can be initiated.


[bookmark: _Toc73733596]Chapter 5: Data Analysis
As mentioned in chapter four, there will be high dependency on the archives taken from the RBI press releases, bulletins, statistical reports, industrial outlook and monetary policy. The analysis follows a flow which allows the reader to understand the institution first. Its roles, objectives, ideology for economic growth, stance on policies. Moving ahead the research then traces back to the 2008 Lehman crisis and cross references it to the shadow banking crisis of 2018. It is followed by a detailed analysis of the 2018 shadow banking crisis initiated by the credit default of IL&FS which had a domino effect and caused a rubble in India. Then we reach to the pivotal part of paper, the role of the Reserve Bank of India during the financial crisis. That includes the policies and the press releases and the after-effect of it. 
It is continued with the qualitative analysis through the semi-structured interviews. The extracts from the interview are coded and then bifurcated into themes. There are a total of 10 interviews taken for the analysis as the answers received had covered all the themes that we selected.
5.1. [bookmark: _Toc73733597]Reserve bank of India
In the monthly RBI Bulletin[footnoteRef:1], the then RBI Governor Mr Y.V Reddy penned down the evolving role of the central bank in the country. Quoting Dr Bimal Jalan the governor of RBI for 2003: ‘The autonomy of a central bank is best set by convention rather than the statue, especially in emerging countries.’ Mr. Reddy mentions that there should be equilibrium between the operating policies and ideology of the central bank and the central government. Which is deducted to the fact that the objectives of both should be same albeit the instrumentalities used can vary. He recognises the fact that the central bank in India runs on the De Jure and not on the De Facto that makes the central bank responsible for the actions carried out by them and while the government recognises the liability of its actions, they work in accordance with the De Jure that gives them legal backing for their actions. (De Jure describes practises that are legally recognised regardless of whether the practise exists, in contrast to De Facto that means that a state of affairs that is true in fact but is not officially sanctioned). But since the RBI must work in harmony with the government, they have to create policies that cannot be on a tangent from the prevailing fiscal policies and the overall objectives of ethe economic policy.  (Reddy, 2007) [1:  https://rbidocs.rbi.org.in/rdocs/Bulletin/PDFs/82025.pdf] 

Talking about one of the most important instruments used by the central bank to run its operations is the monetary policy. When a central bank uses its analysis of the market conditions to establish the economic fundamentals, it shapes the market to its objectives using the transmissions through the monetary policy. However, another process done by the central bank is observing the market to gather information on the economic conditions. This places the central bank to be in a dual role one where it observes and other where it shapes, creating a dilemma for the banker’s bank. Because as the bank shapes the economy it influences the market outcomes and the glean information on the economic state becomes less and less fundamental and more influenced. (Baeriswyl, Cornand, & Ziliotto, 2019)

5.2. [bookmark: _Toc73733598]Global Financial crisis of 2009

5.2.1. [bookmark: _Toc73733599]The Crisis
Following the dot com bubble the country faced current account deficit tailwind by the capital inflows from the exporting countries. As a response to which the Federal Reserve decided to enforce an expansionary policy thus decreasing the interest rates. Following basic economics lower interest rates were transferred into the money supply with the lenders reducing their interest rates for mortgage loans. This in turn became the core reason for the formation of the real estate asset bubble. As the lower rates were misused by the borrowers as their riskiness were tactfully veiled by the financial innovations. But with the lower interest rates the money supply in the economy became excessive which ultimately resulted in an increased inflation rate. The counter measures to which were implemented by the Federal reserve in 2004. They changed their monetary policy stance from expansionary to contractionary and the interest rates were increased. The transmission of the interest rates took full effect when the increased interest rates caused the sub-prime mortgage markets to collapse. The collapse of the sub-prime mortgage market took a toll on the banking sector. The contagion quickly spread to the entire banking sector resulting in the liquidation of several banks in the United States. The recession in the States was reflected to its full in the securities market and all the stakeholder countries had a severe impact to be borne. (Wagner, 2010)

5.2.2. [bookmark: _Toc73733600]Impact on India 

The author believes that the events in the past concerning economic downturns globally have been overcome in rank by the sub-prime mortgage loan crisis in the United States that sprawled its way into the real estate and banking sectors. (Viswanathan, 2008).
Initiated in the 1980’s global trade liberalisation intensified in nature in the early 1990’s and was adopted by the emerging nations and the developed economies. It was fuelled with the dynamic spurt of demand which encouraged and forced countries to opt out of their strict regulations and break the glass ceiling on the global trade. (Shafaeddin, 2005)
Now when the financial markets of the world were witnessing bear markets the Indian markets seemed too somehow survived. Although it was assumed by many that it was the prudence of the Indian government and the enforcement of the fiscal policies alongside the monetary policy of the central bank the on reality was miles away. While the country liberalised its policies almost two decades ago the securities market was yet to be integrated granularly with the global securities market and consequently was practically unexposed to the mortgage-backed securities.
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5.3. [bookmark: _Toc73733601]The shadow banking crisis of 2018

5.3.1. [bookmark: _Toc73733602]Crux of the crisis
Background of IL&FS 
Il&FS was the brainchild of M.J Pherwani founded in the year 1987 and funded by the Unit Trust of India, Central Bank of India and HUDCO. M.J Pherwani identified an opportunity and built the foundation for today’s behemoth. In those days when the country was on the motto of aggressive development there was existence of IDBI and ICICI but they catered only to corporate infrastructural projects and not infrastructural development projects. As a result, IL&FS was formed to primarily focus on funding the infrastructural developmental projects as a private public partnership. Fast forwarding to today it has 169 subsidiaries. (Pandey, 2019)
Fiasco Unfolded
In the month of June 2018, a subsidiary of IL&FS called IL&FS Transportation Network (ITNL) defaulted on the payment of 505 million euros taken from the Small Industries Development Bank of India. The analysts suspected this to be an asset liability mismatch. To fuel the fire the group’s founder and the Chairman Ravi Parathasarathy, stepped down from the post Chairman. The bubble finally burst when IL&FS along with its subsidiaries downgraded the investment corpus in IL&FS. 
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5.3.2. [bookmark: _Toc73733603]Post the crisis
The crisis seemed to have a substantial effect on the companies as they were forced into improving their financial stability. The NBFC sector on its own forms to be of 15% against the Scheduled Commercial Bank’s combined balance sheet. Being a behemoth sector, its growth becomes substantial to the growth of the economy and it has been delivering in the past recent years. It proved to be an easy alternative to sourcing funds by the companies and the individuals in the commercial sector who were hindered with the slow bank credit. With the implementation of GST was a government attempt to bring the unorganised sector in the radar this caused quite a disruption to the NBFC sector with the rapid increase in the market participants unbalancing the formed harmony. But FY2017-18 seemed to be the year where they weathered the storm and the transient effects of demonetisation and GT implementation were bid farewell. The chess moves of RBI to allow the NBFC’s to co-originate the priority sector loans along with banks will bring in liquidity and will allow for low-cost funds from the banks and low-cost operations from the NBFC’s and profit to both. While with the contagion surrounding the sector there were concerns regarding the debt repayment possibility and the arising asset liability mismatch, the sector seemed to surpass the wave with the other companies going ahead and shouldering their responsibility and the central bank making vigilant efforts on the regulatory and supervisory front to ensure the growth is sustained and the liquidity fears can be allayed. 

5.4. [bookmark: _Toc73733604]The role of the central bank in the crisis

When the economy is under the duress of a financial crisis the primary objective of the central bank should be to minimise the damage and limit the blow that the real economy would have to bear. The first action to be taken is to control the contagion before it spreads in the financial markets. Creating a calm in the markets is a necessity since if not controlled in time it would cut the extension credit to even healthy institutions amplifying the already done damage to the financial system. Furthermore, since it’s one of the main channels through which the panic is transmitted to the real economy. Therefore, it is extremely necessary and prudent to reduce the uncertainty floating in the market and secures the short-term credit function, to prevent the collapse of financial institutions due to the liquidity restrictions. Corbo, (2001)
Wijayanti, (2019) mentions that there are five core factors that have major influence on the country’s stance on its banking supervision and regulation; the experience from the financial crisis experienced in the country, trade openness, financial assistance, level of democratization, and country’s corruption level. 
Keeping the research objective in mind let’s focus on the financial crisis first. When a country is facing financial crisis, it creates a panic situation and forms a contagion. Customers start withdrawing their money from the bank. This mainly happens for two reasons. First, the trust in the banking system takes a major hit with the crisis and second financial crisis is usually followed with an economic downturn which is accompanied with increased unemployment and tighter credit norms resulting in lesser money supply in the economy and individuals turn to their savings to thrive. But having said that it is not possible to single out these factors. Even in the event of a financial crisis the central bank has to focus on the availability of financial assistance it has and the amount it can give to stabilise the economy. The trade openness has to be kept in mind especially with India since a major part of our real income consists of income from import and export operations. And last but not the least the level of democratization and corruption in the country which are related. 
5.4.1. [bookmark: _Toc73733605]RBI eases cash reserves to stabilise liquidity
On the 27th September’2018 RBI released a statement relaxing the Statutory Liquidity Ratio (SLR) to decrease by 200 bps to 11% from a previous of 13% capped at 15% of their NDTL. The decrease was announced by the Facility to Avail of Liquidity for Liquidity Coverage Ratio (FALLCR). This was attempt to supplement the ability of the Scheduled Commercial Banks to avail for liquidity but only against high quality collateral so as to prevent the creation of any Asset Liability Mismatch. 
5.4.2. [bookmark: _Toc73733606]OMO Purchases by RBI
Albeit the RBI allowed the banks to dip into their statutory reserves to ease the pressure mounting on them with the liquidity squeeze the optimal levels were not reached. The banking sector with facing severe liquidity issues had their average net liquidity deficit widened by 23 million euros to 12.57 billion euros. With the contagion prevailing in the markets the NBFC’s are finding it difficult to avail credit from the market and are turning to the banks. RBI therefore intervenes in the situation and decides to infuse liquidity through Open Market Operations (OMO).  [ When the central bank uses financial instruments for instance bonds or bills to expand or contract the reserves with the banks and ultimately the economy it is called as Open Market Operations. Axilrod, (1997)] 
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5.5. [bookmark: _Toc73733607]The semi-structured interviews

	Extract
	Code
	Themes

	1. Contain the damage
2.Limit impact on real economy
3.Restore Financial market stability
	Regulator
	Regulator 

	1. Restoring faith of investors
2. Monetary policy and OMO
3.Stabilising economy through policy
	Regulator
Monetary Policy
Emergency Response 
guidelines
	

	1. Rectify Systemic Failures
2.Extensive liquidity
3. Finance to banking and NBFC's
	Injecting Liquidity
Regulator
	

	1. decrease monetary policy rates
2. move policy rate to new 
equilibrium value.
	Monetary Policy
	

	1. Reduce policy rates for extended
period
2. reduce uncertainty
	Monetary Policy
Emergency Response 
guidelines
	

	1. directly intervene in financial 
markets
2. outright purchase of financial
instruments to affect yield curve
3. stimulate systemically important
credit market.
	Regulator
Money supply 
	

	1. Increase in liquidity injection
2. co-operation with fiscal authority
3. additional support for government
insurance or capital infusion
	Liquidity Injection
Regulator
	



	Extract
	Code
	Theme

	1. Systemic failure
2.Real estate mortgage bubble
3.Company failure
4. Industrial Impact
	Economic Bubble
	Credit Controller

	1. Similar in regards to the real estate
sector being involved
2. Level Market integration was
different
	Market Integration
	

	1. US had global economy which 
impacted other economies 
2. Quick response was required due to global pressure
	Bank Run 
Credit Crunch
	

	1. Though both were in the real estate
sector one was the result of sub-prime
mortgage and another was due to the
window dressing of the accounts for 
approximately 4 years
	Credit Crunch
Window Dressing 
	

	1. The FED Reserve was quick to a 
response although the incident was not
a black swan
2.Similary RBI should have kept a check
on a company with Multiple subsidiaries since it is easier to divert paper trails when there are multiple entities
	Central Bank Control
	

	1. All the countries that were integrated
into the sub-prime mortgage market 
directly or indirectly were affected with
the crisis.
2. Indian markets were not integrated
with the US mortgage market and was
not affected.
	Recession
	

	1. Financial crisis was experienced due
to the Lehman Brother crisis. 
2. IL&FS impacted all the blue chip 
companies in the market which have
attracted investments from all financial
sectors creating a contagion.
	Market Integration
	



	Extract
	Code
	Theme

	1. maintaining liquidity in the market
2. Policies don’t affect long term growth
	Countercyclical Prudent
Regulations
	Advanced Functions of the
 central bank 

	1. Maintaining asset price stability
2. Maintaining liquidity to avoid credit crunch. 
	Asset Price Stability
	

	1. Lowering the policy rates 
2. Enforcing emergency guidelines for 
effective supervision of the situation
	Effective Supervision
	

	1. Countries with net foreign surplus
tend to do better in a financial crisis.
2. They also recover from the crisis
sooner. 
	Current Account Surplus
	

	1. Financial crisis tend to impact the 
market liquidity the most.
2. Central Banks need to increase the 
credit flow to the market against high
quality collateral assets
	Collateral asset quality
	

	1. Using the transmission through the 
monetary policy allowing the flow of
greater credit in the market
	 
	

	1. The policies being enforced should 
be in the prospect of long term and not
merely for the next few months.
	Countercyclical Prudent
Regulations
	

	1. Committees set for handling the
situation have to act swiftly and prudently.
	Quick Thinking 
	



	Extract
	Code
	Theme

	1. Damage control
2.People faith in market
	Controlling inflation
	Objectives of central Bank
 
 

	1. easing the load on the banks for
increased credit. 
2.Institutions do not avail credit in lieu
of the policy rates, it has a direct effect
in the proportion of profits.
	Institutional Finance
	

	1. OMO conducted through the central
bank have a stabilised and estimated 
flow of credit that can be controlled
2. Market Liquidity
	Stabilising influence
	



5.5.1. [bookmark: _Toc73733608]Themes 
1. Functions of a Central Bank 
In reference to the paper of Reddy (2019) the functions of a central bank are that of a regulator, formulating the monetary policy, maintaining the money supply in the economy. Corresponding the functions to a financial crisis addition are made in terms of emergency policy guidelines and injecting liquidity.
i. Regulator
A major debate circles around the sentiment of whether or not the central bank be levied with the responsibility of being a supervisor at the same time as the formulator and enforcer of the monetary policy. In the opinion of Blinder (2010) the central bank should be the systemic risk regulator. The process of preserving financial stability can be closely related to the objectives of a monetary policy formed by the central bank. Furthermore, it shoulders the responsibility of being the lender of the last resort that should rest with the regulator to manage credit supply while bearing the liquidity in mind. Which can be handled by the central bank since it is the formulator for the monetary policy.
In support of Blinder’s opinion, Peek, Rosengreen, & Totell (1999) illustrate that the supervisory information obtained by the central bank pushes the monetary policy in the right direction. For instance if the bank health can be seen to be deteriorating, the central bank can use the monetary policy to floor the policy rates to support growth in banks. 
This proved to be a unanimous agreement between all the interviewees. The role of the central bank includes being a regulator to the banking and the non-banking financial institutions. But the theme underlies more than that. Upon questioning the interviewees about the role as a regulator during the financial crisis one major dilemma seem to be under the spotlight. The dilemma of being a regulator along with the monetary policy formulator. The latter part will be covered in the next part. Discussing the regulator part, central bank is responsible for regulating the banking and the non-banking instituitions which also means that it has to be the lender of last resort to the industry and is supposed to take them out of the digs. This could create biasness on part of the central bank. This could also create an imagery for the banking sector that the central bank will come to the rescue if need be. 
ii. Monetary Policy
Mishkin (2009) discusses the effectiveness of monetary policy during a financial crisis. Mishkin mentions that the monetary policy is more effective during the financial crisis than in the regular times. It makes it a potent instrument and more effective as a risk management approach to the monetary policy in addition to the maintaining the policy stance between the inflation target. 
Jannsen, Potjagailo, & Wolters (2015) only partially agree to this when discussing the transmission of the monetary policy. They accept the effectiveness in the actue phase of the crisis when uncertainity is high and confidence is low and provides effective stabilization. However, during the recovery phase it was discovered that the monetary policy is largely ineffective and even large expansionary policies do not have stimulating effects.  
The interviewees had an unanimous decision on this too. They agreed that the use of monetray policy is important and that the 
Monetary policy is primarily used as a transmission instrument for the policy rates in the economy. During a financial crisis due to liquidity crunch the central banks tend to floor the policy rates to improve the liquidity conditions. Similarly, the Reserve Bank of India too took the initiative and changed the policy stance from neutral to accomodative. This change was made in correspondence to the change in the growth rate predicted in the fiscal year
iii. Emergency Policy Guidelines
Nyberg (2000) mentions the financial crisis in Sweden in 1990 when the country had to break down their entire financial system with an attempt to minimise the transmission of this cost to the taxpayers. The method adopted was the ELA (emergency liquidity assistance). This can be underlined on the bylines of what the RBI attempted to do with the easing of SLR and the OMO’s. 
The practise developed was specified to only be in case of the occurrence of a financial crisis. It was to implemented in case of a sudden disruption to the large value payment system which poses to be an immediate threat to the collapse of the financial system. 
iv. Injecting Liquidity
According to Crockett (2008) injecting liquidity in the market can be viewed two ways. One way to go about it is that the central banks should be aware that the injecting liquidity is helping and the markets and indirectly the institutions. Therefore, it should be viewed as over extended help and should be provided only at a penalty rate. And the other opinion is that easing and flooring the policy rates should be viewed as extension to the monetary policy actions aimed at maintaining the policy rates close to the target inflation band. 
v. Money Supply
Pollin (2016) explores two different pre-existing theories pre and post the Keynesian theory. While the first angle explores the neo classical angle that says that the money supply strictly grows when the central bank takes an initiative. The second one considers the exogneous pressure from the financial markets developing the theory that the mounting pressure from the financial markets is the basic deteminant for the fluctuation in the money supply and in extension credit availability.
2. Credit Controller
The central bank can act as the credit controller to the economy in its capacity as the regulator in lieu of its extended objectives. Although it should be noted that not much can be accomplished in the scope of exercising control over the banks liberty of using its reserves. Taking a step ahead if the stock market and consumer credit loans are under compliance norms there is availability of alternate loan and investment options Simmons (1947). Therefore, the central bank can be charged with shouldering the responsibility of managing the credit flow in the economy but due to the expansive nature of the markets it is a dynamic role excessively influenced by the markets. 
i. Economic Bubble
Whenever, there is emergence of a financial crisis subsequent to the outburst of an economic bubble the question that arises that why didn’t the central bank be cognizant enough about the situation. Barlevy (2007) addresses this situation. He explains that it would be wise for the policy makers to tread cautiously when deciding to stem the asset bubbles. This was because it has been established by Lipsey & Lancaster (1956-1957) that the bubbles may emerge if the markets are already distorted before the presence of it. This makes the most efficient policies to be undesirable in the times of a crisis. Furthermore, even if the central bank could identify the accurate bubble and accommodate for its price without engaging other macro-economic variables there still exists a possibility that accommodating for them can trigger and exacerbate the distortions which allowed the bubble to form in the first place.
ii. Market Integration
Bekaert & Harvey (2003) discuss the co-relation between market integration and a contagion. It is relevant to our study since one of the crucial points of India not bearing the blunt force of the 2008 lehman brother crisis was loose market intergrating with the real estate market of the United States. Furthermore, the financial markets were subject to a contagion after the IL&FS crisis which caused the rally of a bear market. When referring to a contagion Bekaert & Harvey explain that during a contagion in the equity markets tend to move more closley than otherwise and from a statistical perspective higher correlations are expected during high periods of volatility. He concludes his study with his statement that a contagion is a level of correlation over and above what is expected. 
iii. Credit Crunch
Peek & Rosengren (1995) discuss the direct link between the regulatory enforcement policies of the central bank and the shrinkage of credit directly dependent on the banks. It was established that shrinkage in the availability of the line of credit or debt instruments was as a result of explicit regulatory actions and voluntary formal actions of the bank to maintain a low capital to asset ratio. Even those without the formal action were subject to the shrinkage in relation to the actions of the central bank but the process was a tab slower. And the category bearing the first blow is the primary loan category pertaining to the bank dependent borrowers. 
3. Advanced Functions of Central Bank 
Nier (2009) mentions that the central bank to achieve the objective of narrow price stability neglect the credit growth and the asset price growth which when left unchecked will build up leverage and credit in the system and in the long run they will be unsustainable.
Therfore, the advanced functions are the operations to be conducted by the central bank apart from its primary objectives in act of duty as the regulator of the country. 
i. Countercyclical prudent regulations
Diaye (2009) states that countercyclical macro prudential rules such as the capital adequacy rules could support the monetary policy. It would be a step towards decreasing output fluctuations and maintaining financial stability. It was established by him that by adopting to countercylical regulations the central bank would be able to achieve the same level of objectives in terms of output and inflation but with smaller adjustments in the policy rates. 
It was mentioned in under Economic Bubbles that the even the most desirable policies in efficient markets can be undesirabe when the markets are distorted. In such a scenario counter-cyclical prudent regulations can be a good way of directing the markets. 
ii. Asset Price stability
As previously mentioned in the literature review, Mishkin (1992) if the asset prices are not stabilised then the net worth of the company will witness a steep decline which will re-evaluate the financial stability of the company. When there is asset price stability the uncertainty around the general prices decreases thereby improving the price transparency in the market. European Central Bank (2009). 
iii. Effective Supervision
Haubrich (1996) discusses the dilemma faced by the central banks in case of the being the regulatory authority and the monetary policy enforcer and formulator. The main concern is the arising conflict of interest. When the central bank is bestowed with the responsibility of being the supervisor there might be reluctancy to control the interest rates and floor them to stem the inflation rates. The reluctancy can be in the interest of the banking institutions as it might hurt their business. 
iv. Current Account Surplus
Borrowing reserves from the World Bank and The IMF and flexible credit lines have not insulated the economies in the past. Although the presence of the net foreign assets has been a protective layer. The rationality behind this is that the country is less burdened by debt from international lines of credit it has surplus in the trade accounts which adds a layer of insulation on the economy (Dooley, 2010)
v. Collateral Asset Quality 
Ahmed (2017) mentions that the collateral asset quality has a direct inverse relation to the income diversification when it comes to banks. When the banks lower their quality of their collateral requirement they are able to recover the revenue losses incurred from lower asset quality from diversified income stream. This is why, when the companies pledge their collateral and it was not of the expected quality for the extended credit in times when there is uncertainity around the asset prices the creditors will bear the bluntforce of lower asset quality. 
4. Objectives of Central Bank
This theme focuses on the primary objectives of the central bank. Which form core of working for any central bank. 
i. Controlling Inflation 
Re-iterating from the literature review as mentioned by McKinnon (1998) and Pagano (1993) whenever the central bank is exposed to excessive control it can hinder the financial development of the country. This point can be re-emphasised in case of controlling inflation as discussed by Wagner, (2000) that when the central bank is an independent legal entity only on paper it is ineffective and counter-productive. Legal independence of the central bank can be used as a cover by the fiscal authorities to run the show from behind the curtains and throws the central bank under the bus. Successful inflation control can only be if the bankers bank is transparent about its strategies, responsibilities and restrictions to the public.
[bookmark: _Toc73733609]Chapter 6: Conclusion
6.1. [bookmark: _Toc73733610] Outcome
1. Integration with the world real estate market during 2009.

Data analysis was initiated with the 2008 crisis witnessed in the United States. This was done in order to establish if there was a link between the historical happenings and the recent shadow banking crisis. The reason behind establishing a link was that to acknowledge the fact of whether or not the central bank lacked the learnings from the past or just ignored them. The conclusion derived was there were two major differences present between the two Crisis. First, the 2008 crisis was a systemic failure but was in relation to an entire industry. The bubble was created due to lowering of the collateral asset quality giving birth to the sub-prime loan mortgages. Eventually, when the bubble reached its saturation, it burst and since the sub-prime mortgage industry was closely integrated into the financial markets the impact was global and repercussions were severe. In case of the 2018 shadow banking crisis, it was again a systemic failure but restricted to an entity. The reason why IL&FS was not closely looked into was 
i. It had government contracts 
ii. It had multiple subsidiaries

The assurance of government revenue was an added layer of protection for avoiding any in-depth scrutiny since federal revenues are backed by sovereign funds which can be as secure as they can be. Furthermore, it had 169 subsidiaries which was in mandated by the government of India. It was a federal rule that each concession-based infrastructure project was required to have a separate subsidiary. 

Because of these reasons the central bank could have been hesitant to involve itself with the scrutiny of a behemoth with multiple subsidiaries with backing of federal revenues. This is where the independency of the central plays a major role in the analysis of the situation. Though the Reserve Bank of India is said to be a legal entity which is separate from the government of India with its own objectives and ideologies and strategies. The governor of the central bank is elected by the Home Ministry of the elected party and can be replaced with the orders of the Prime Minister. 

Secondly, the Indian markets were not closely integrated with the real estate markets of the United States in terms of services or financial markets. Therefore, when the tornado of Lehman Brothers hit the Indian markets were not impacted as deeply as the rest of the world. The distant relations with the asset liability mismatch protected the Indian markets from witnessing and severe impact apart from a difference in the trade markets since India was closely related to the American trade markets. 

2. IL&FS and the RBI

IL&FS was a behemoth with multiple subsidiaries. The majority stakeholder is the country’s biggest insurance company LIC. Being a public insurance company the stakeholders for the company range from High Net Individuals to Investment Banks. Therefore, making them indirect stakeholders for IL&FS. The first default of IL&FS was on the 28th August 2018 which was an eye opener for the central bank, the credit rating companies and the stock exchanges. But the story of IL&FS and the central bank is backdated than that. As the central bank and the regulator of the banking and the non-banking institutions, RBI should have interrogated the operations on a quarterly or an annual basis to keep a check on the operations. 

By not doing so, there was no fear of the regulatory authority looking over the shoulder until it was too late. The central bank was focused on the damage control but forgot enforcing measures to prevent it in the first place which should have been a primary concern. The default of the commercial papers was due to the asset liability mismatch in the financial statements. Since the revenue of the companies was contract based, they were accounting for the revenue before the accrual and inflating profits. This allowed them to be over leveraged which started forming a bubble which eventually burst out when they could not pay their instalments. 

The primary concern over here is that how did the bankers bank not get a whiff of what was happening. Or maybe they did the legal independence they had was not enough for spilling out the truth. But even if that was the matter, they could have policies and procedures into picture that could have prevented the incident from upscaling to such a level. They could have encouraged the stakeholder entities to regularly check the operations and the quarterly financial statements. They could have discussed with the credit rating companies why were they so sure about the growth and the revenues booked. There could have been pre-initiation of some kind that could have alerted the creditors of re-evaluating the credit situation of the company.

Even after the company was neck deep in debts the bankers bank became the lender of last resort and helped the company stakeholders to recover their money through securitization. This creates a mindset with the investors, creditors, stakeholders that the central bank will rescue the company and take it out of the trenches and get people their money back. This creates the direct and indirect stakeholders to have a relaxed mindset and eases them into being less worried about their money. 



 
3. Policies implemented by RBI 

As mentioned in Chapter 4, Data Analysis. There were two major steps taken by the RBI to control the contagion in the Indian markets.
i. Reducing the SLR
ii. OMO operations

In the lieu of the situation the central bank reduced the level of SLR required to be maintained by the Scheduled Commercial Banks. This tailwind the availability of the credit in the market. The OMO’s were also carried out with the same intention. The problem here was that the flooring the policy rates and increasing liquidity were temporary measures which when evaluated over the horizon the risk outweighed the current necessity. When the central bank initiated the process of providing excessive liquidity in the market, they were in some way repeating one of the reasons which dug the pothole in the first place. They were injecting excessive liquidity in the market which when the crisis would pass would increase inflation. Also, credit cannot be stimulated using the extended lines of credit. Leverage is profitable at any level of interest rates if it generates the target profit. So, when the central bank injected liquidity beyond the proportion of the expected growth rate there was excessive money supply in the economy which when the dust would settle would turn into inflation. 

The central bank missed an essential point for stabilising the markets, which was restoring faith in the NBFC’s. If rather than injecting excessive liquidity, the central bank would have enforced policies which would ensure the collateral asset quality along with NBFC’s financial stability and liquidity the situation would have been different. They wouldn’t have to change their policy stance from neutral to accommodative RBI, (2018). This would have encouraged the markets utilising the credit available with the NBFC’s making best out of the situation. 

6.2. [bookmark: _Toc73733611]Final Conclusion

Going back to the primary research objective, the aim was to assess the impact of the measures taken by the central bank during the shadow banking crisis. So, measures implemented can be broadly categorised into two sections first is easing of the SLR and second is OMO. The increase in the SLR availed the banks with more liquidity and OMO allowed the reserve bank to be the lender of the last resort. Apart from that reserve bank floored its policy rates and changed the stance to accommodative. 
If the measures are to be themed, they are targeted towards improving the liquidity in the market. Which was important to do to stabilise the market but another important aspect which was neglected was the asset price stability. IL&FS defaulted on its debt repayments which were backed by collaterals. Since the price of these assets were no longer at the same levels when they were collateralised, they couldn’t be used to repay the debt amount. For which, the RBI set up a committee and approached the situation through securitization. If they central bank was prudent and quick in stabilising the asset prices then it would have paced down the spread of the contagion and would have restored market faith. 
Also, the central bank was the lender of last resort without any penalty. This generates a thought process that the central bank will rescue the banking and the non-banking institution. So, the financial sector gets the confidence of over-leveraging the entities with increased capital to debt ratios. 
Moving ahead to the secondary objectives, the depth of the impact which the central banks measures had. In relation to the SLR and OMO and the reduction in the policy rates RBI did come out ahead. But it did fail to detect asset liability mismatch in the biggest behemoth infrastructural development NBFC. While, the reason behind it could be negligence it could also be the political interference in the operations of the central bank. Also, while the central bank was endeavouring in maintaining the liquidity a lesson had to be learnt. That the country needs to have higher net trade surplus. It would have been an added layer of insulation for the economy with the debts levels of the country being lower. The central bank could have adapted to countercyclical regulations. The RBI maintains its neutral stance for the monetary policy and changes it to accommodative. Along with which it should have switched to countercyclical prudent regulations. Which could have balanced the economy with maintaining the stability in other sectors thereby making it easier for the economy to sustain.
And lastly, the individuality of the RBI while enforcing and forming its decisions. The central bank is legally an independent institution. But the governor of the entity who is responsible for upholding all the functions of the central bank is chosen and replaced by the present government. If to see the positive side of this if the governor is in agreement with the fiscal policies, it can be good for the economy since the fiscal and the monetary policy will work in harmony. But it also poses and ethical dilemma wherein there is a conflict of interest for the governor on the top of the conflict of interest of the central bank shouldering the responsibilities of the regulator and the monetary policy formulator. Therefore, to comment on the individuality is a grey area and cannot be concluded with utmost confidence.

6.3. [bookmark: _Toc73733612]Limitations

1. The research was conducted on the basis of a qualitative research because when interviewing people from different backgrounds it brings out the different viewpoints pertaining to individual preferences, priorities, thoughts and awareness. But after interviewing 10 participants the saturation points were achieved because all the points that were mentioned in the literature review were covered. 
2. Apart from that with the Covid 19 situation the list of candidates had to be revised to individuals in the mental and physical health to give an interview about a crisis. 
3. One of the biggest limitations was time constraint. The entire dissertation had to be covered in about two months’ time. This puts the timeline on a pedestal because the research has to be completed without compromising the quality of the research.
 
6.4. [bookmark: _Toc73733613]Recommendations for Future Research

With the answers achieved it can be learning to grow forward in the domestic economy. As a developing economy India is an emerging nation which has high potential for investment capital growth at a compounding rate. Understanding the financial institution in depth who is solely responsible for running a stabilised economy and maintaining the money supply along with managing the interest rates and the credit norms will single-handedly put you in a position to be an investor based on your knowledge.

If the research is to be continued the study can be expanded by performing the VAR analysis on the functions of the central bank. The current research paper derives majority of its conclusions from the information extracted from the reports published by the reserve bank. There is further scope if information is extracted from the performance sheet of the international entities such as the World Bank or The International Monetary Fund. A blend of qualitative along with quantitative analysis will provide a complete evaluation of the Reserve Bank of India from dual angles. One is its approach in its functions and second is the quality with which it performs its functions. Now that it has been established that the financial crisis of 2009 and the shadow banking crisis of 2018 were different the future research can solely focus on the relation of the shadow banking and the role of central bank in its individuality without putting it under geographical restrictions. 
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Role of the Reserve Bank of India during the shadow banking crisis 2018.

Awareness of the central bank
1. Are you aware which is the central bank of the country? Yes______ No______
2. Do you agree that the transparency that the central bank maintains is enough? Yes_____ No_____
3. Are you of the opinion that the central bank should be an independent institution? Yes______ No____
4. Do the current objectives justify the role of a central bank? Yes___ No___
5. Do you think that the RBI is effective in striking a balance to run the economy? Yes___ No____

Role of the RBI
1. According to you what is the role of the central bank in a financial crisis?
Answer: 



2.  Are you aware of the 2009 financial crisis? How was 2009 crisis different than the 2018 shadow banking crisis faced by India?
Answer:


 
3. What is your opinion on particularly on the way the central bank handled the financial crisis?
Answer:   



4. What do you think is the primary concern/objective of the central bank when enforcing the policies trying to do damage control?
Answer: 



5. Who do you think was more responsible for getting the country out of the crisis the finance minister or the Governor?
Answer: 



6. Do you think that the central bank conducting OMO’s and reducing the rates in the monetary policy was the correct way to go about the crisis?
Answer: 



7. Would it be at all possible that the central bank was not able to remedy the situation sooner due to the government interference? And if that is the case does the RBI need more independency to conduct its operations?
Answer: 



8. The monetary policy is decided by the MPC currently do you think this practise is efficient? Or should the governor be the sole influencer on this?
Answer: 



9. The central bank is responsible for supervising the banks do you think that is efficient as a regulatory body?
Answer:     



10. Should the central bank be pushed to fine tune their economies? Does that notion have a practical ground?
Answer:      
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Dear Participant,

I am currently a student at Graduate Business School of Griffith College Dublin pursuing Msc in accountancy and finance management. This research is a part of my academics and forms the dissertation for my Masters. I would like to humbly congratulate you that you have been chosen as a participant for the research. 

The research focuses on the role of the central bank during the shadow banking crisis in 2018 in India. This mail is attached with the following. 
A. Plain Language Statement this provides description on what is expected from your participation in the research and the benefits you derive directly and indirectly from your participation. Your participation is completely confidential and voluntary. It also provides the contact for the ethical committee officer in case you need to report any unethical conduct during the process.
B. Informed Consent Form – This is your voluntary acceptance for your participation in the research. If your answer to any of the questions mentioned in the form is no kindly let me know via email. If all the answers are yes, it is requested that you reply to this email with your consent to participate in the study.
C. The time and date for the interview will be set up in after your consent is received via email.
The interview should take approximately 20 mins to complete. No personal data will be completed. 
The findings from the research will be included in the research in my final dissertation and will be presented to you upon request. 


If you have any queries regarding this, please contact me on 
Mobile No: 0892240846
Email: patialmegh@gmail.com


Kind Regards,
Meghna Patial
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Introduction and Purpose of the research study
The research conducted is based on ‘The role of the central bank in the shadow banking crisis of 2017.’It has been designed for the understanding of how the central bank in India controlled the economic environment during the shadow banking crisis, which policies were deployed during the crisis but most importantly when a similar instance overshadowed economy globally in 2009 how did the central bank not foresee this and take measures.
It is being conducted by Meghna B Patial, a Msc in Accountancy and Finance Management student at Graduate Business School, Griffith College, Dublin.
Details of the Involvement in the Study.
 An interview will be conducted with you which will be recorded in the appendix of the dissertation verbatim. The interview will be analysed and the outcome will be recorded in the data analysis section.
The questions would be pertaining to the Reserve bank of India, its policies, it’s role in the economy, and its relation to the shadow banking crisis in 2017.
The interview should complete in approximately 20 minutes.It is possible with the interviews being conducted at different times the researcher may have follow up questions for which you might be contacted again however you reserve the right to refusal to answer. 
The surveys being conducted will be for the academic year 2020/2021. 
Potential Risk to the Participants
The interview would not contain any questions that could cause any discomfort to the participant. No questions would be asked outside the scope of the research. However, if it causes any discomfort, the participant reserves the right to discontinue the interview at that moment.
Direct or Indirect Benefits of the Research to the Participant.
You have been selected for this research on the basis of your background in finance, economics, public policy analysis, international relations. So, on the completion of the research, it would be beneficial to you in your respective sectors as all of these backgrounds stem from economy of the nation and the central bank is responsible for running the economical side of the nation.
Confidentiality of the Data collected
It is assured that the data collected will be protected in every means possible. The identity of the participants will be kept anonymous and will only be known by the principal researcher (Meghna Patial). 
The participants personal contact details asked in case a follow up is required will be safeguarded under the ethical challenges in the research. 
[bookmark: _Toc73733618]Appendix 4: Research participant Informed Consent Form

Research Study 
The research paper is based on ‘The role of the Central Bank in the shadow banking crisis in India in 2018’. The research is being conducted by Meghna B Patial, student of Msc in Accountancy and Finance Management at the Graduate Business School of Griffith College Dublin.
Purpose of the Research 
With every individual being a part of the economic system, it is necessary that we are cognizant about the very institution that runs it. With the country facing an economic downturn and liquidity crunch the central bank sprung and enforced measures and policies to take the country out of the trench. However, how effective were these measures and how did the bankers bank miss spotting an indication or a probability of it happening. This would provide learners and readers a holistic view on the role of the central bank in the shadow banking crisis in 2018 and with the help of it the current process carries by the central bank 
As stated in the Plain language statement the researcher might follow up with additional questions with the research developing in the later stages. This would be an audio call and would be recorded only if permitted by the participant.
Confirmation of requirements as per the Plain Language Statement
As states in the Plain Language Statement the researcher might request for a follow up interview bearing in mind the time constraint which will be a voice call which will be recorded upon participants approval. 
Participant – Please complete the following (Circle Yes or No for each question)  
I have read the Plain Language Statement (or had it read to me)		   Yes/No
I understand the information provided					   Yes/No
I have had an opportunity to ask questions and discuss this study 		   Yes/No
I have received satisfactory answers to all my questions	 		   Yes/No
I am aware that my interview will be recorded				   Yes/No
I am aware that a transcription of my interview will be made		                 Yes/No
I may aware that I can withdraw from the Research Study at any point                   Yes/No  
I am aware that my real name will not be disclosure in the study                               Yes/No
Signature 

I have read and understood the information in this form. My questions and concerns have been answered by the researcher, and I have a copy of this consent form. Therefore, I consent to take part in this research project 
 
Participants Signature: _____________________
 
Name: ____________________

Date: _________________________


Understanding the extent of the control and independency RBI has


Interviewing academicians and industry experts 


Comparing their opinions with historical data


Feeding the data from the shadow banking crisis


Comparing the implemented policies and their impact 


Analysing the current situation 


Defining the impact of the RBI decision during the shadow banking crisis 2017.
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Date : Nov 01, 2018
RBI Announces OMO Purchase of Government of India Dated Securities

Based on an assessment of prevailing liquidity conditions and also of the durable liquidity needs going forward, the Reserve Bank has decided to conduct
purchase of the following Government securities under Open Market Operations for an aggregate amount of €100 billion on November 06, 2018 (Tuesday)
through multi-security auction using the multiple price method

sr.No Security Date of Maturity
1 7.80% GS 2020 03-May-2020
2 7.80% GS 2021 11-Apr-2021
3 7.16% GS 2023 20-May-2023
4 8.33% GS 2026 09-Jul-2026
5 6.79% GS 2029 26-Dec-2029

There is an overall aggregate ceiling of 3100 billion for all the securities in the basket put together. There is no security-wise notified amount

RBI reserves the right to

« Decide on the quantum of purchase of individual securities

« Accept offers for less than the aggregate amount of 100 billion

« Purchase marginally higher than the aggregate amount due to rounding-off effects

« Acceptor reject any or all the offers either wholly or partially without assigning any reason
The eligible participants should submit their offers in electronic format on the Reserve Bank of India Core Banking Solution (E-Kuber) system between 10.30 a.m.
and 12.00 noon on November 06, 2018 (Tuesday). Only in the event of system failure, physical offers would be accepted. Such physical offer should be

submitted to Financial Markets Operations Department (Please click here to send email; Phone no: 022-22630982) in the prescribed form obtainable from RBI
website (https://wwiw.rbi.org.in/Scripts/BS_ViewForms.aspx) before 12.00 noon.

The result of the auction will be announced on the same day and payment to successful participants will be made during banking hours on November 09, 2018
(Friday). Successful participants should ensure availability of requisite amount of securities in their SGL account by 12 noon on November 09, 2018 (Friday).

Ajit Prasad
Assistant Adviser

Press Release : 2018-2019/1030
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Date : Dec 04, 201€
RBI Announces OMO Purchase of Government of India Dated Securities

Based on an assessment of prevailing liquidity conditions and also of the durable liquidity needs going forward, the Reserve Bank has decided to conduct
purchase of the following Government securities under Open Market Operations for an aggregate amount of Z 100 billion on December 06, 2018 (Thursday)
through multi-security auction using the multiple price method

sr.No Security Date of Maturity
1 8.35% GS 2022 14-May-2022
2 7.68% GS 2023 15-Dec-2023
3 6.79% GS 2027 15-May-2027
4 7.59% GS 2029 20-Mar-2029
5 8.24% GS 2033 10-Nov-2033

There is an overall aggregate ceiling of X 100 billion for all the securities in the basket put together. There is no security-wise notified amount

RBI reserves the right to

« Decide on the quantum of purchase of individual securities
« Accept offers for less than the aggregate amount of X 100 billion
« Purchase marginally higher than the aggregate amount due to rounding-off effects
« Acceptor reject any or all the offers either wholly or partially without assigning any reason
The eligible participants should submit their offers in electronic format on the Reserve Bank of India Core Banking Solution (E-Kuber) system between 10.30 a.m.
and 12.00 noon on December 06, 2018 (Thursday). Only in the event of system failure, physical offers would be accepted. Such physical offer should be

submitted to Financial Markets Operations Department (Please click here to send email; Phone no: 022-22630982) in the prescribed form obtainable from RBI
website (https://www.rbi.org.in/Scripts/BS_ViewForms aspx) before 12.00 noon.

The result of the auction will be announced on the same day and payment to successful participants will be made during banking hours on December 07, 2018
(Friday). Successful participants should ensure availability of requisite amount of securities in their SGL account by 12 noon on December 07, 2018 (Friday).

Ajit Prasad
Assistant Adviser

Press Release : 2018-2019/1288
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2008 Stock Market Crash Devastation
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NBFC STOCKS POST IL&FS FALLOUT

INDIABULLS

130%
1400

1200 -
1000
800

600

JUN"18 AUG'18 OCT"18

BAJAJ FINANCE
3000 113%
2500
2000

1500

JUN"18 AUG"18 OCT"18

*SEP 4TH - FIRST DEFAULT BY IL&FS

DHFL
166%
800
600
400
200
JUN"8 AUG'18  OCT18

LIC HOUSING FINANCE
117%

550
450
350

JUN"18

AUG'18 OCT"18

©FINCEPTION




