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PRUDENCE PREVAILS: ON SPECULATION ABOUT INFLATION 
That inflation is a concern for policymakers is reassuring for consumers and savers 

The Finance Ministry has put to rest all speculation about the inflation targeting framework that will guide 
the interest rate decisions of the RBI’s Monetary Policy Committee over the five-year period starting on April 1. In a 
terse notification, the Department of Economic Affairs announced that the inflation target for the quinquennium 
ending on March 31, 2026, will be 4%, with an upper tolerance level of 6% and a lower tolerance level of 2%. 
Economic Affairs Secretary Tarun Bajaj said that the framework’s parameters would remain unchanged from what 
had prevailed in the five years that ended on March 31. The government’s announcement is a welcome step in 
reiterating that inflation targeting remains the centrepiece of the monetary policy framework and signals that the 
fiscal and monetary authorities are in lockstep in ensuring the primacy of price stability as the bedrock for all 
macro-economic development. This is particularly apposite at a time when inflation pressures are mounting in an 
economy that is still struggling to regain its footing from the devastating contraction in the just-ended fiscal year, 
when the COVID-19 pandemic and the drastic measures to curb its spread resulted in widespread precarity. The 
latest Consumer Price Index data show retail inflation accelerated by almost 100 basis points to a three-month high 
of 5.03% in February, with food and fuel costs continuing to remain volatile. Also, with the prices of multiple raw 
materials on an upward trajectory, an IHS Markit India Business Outlook survey last month showed companies 
were planning to raise selling prices over the coming 12 months to cope with rising costs. 

The RBI’s officials have in recent months maintained an unwavering focus on emphasising the need to retain 
the flexible inflation targeting framework. In a December working paper titled ‘Measuring Trend Inflation in India’, 
the Deputy Governor overseeing monetary policy, Michael Debabrata Patra, and a colleague underscored the 
importance of ensuring the appropriateness of the inflation target. Observing that there had been a steady decline 
in trend inflation to a 4.1%-4.3% band since 2014, they said a target far lower than the trend ran the risk of 
imparting a ‘deflationary bias’ that would dampen economic momentum, while a goal much above the trend could 
engender expansionary monetary conditions that would likely lead to inflation shocks. And in February, the RBI’s 
researchers authoring its Report on Currency and Finance — themed ‘Reviewing the Monetary Policy Framework’ 
— made clear that the framework had served the economy well, attested by a decline in inflation volatility and 
more credible anchoring of inflation expectations. That the government’s economic officials have heeded these 
calls will certainly reassure investors and savers that inflation remains a central concern for all policymakers. 

 

Meanings of Difficult Words: 
 

 prudence (noun) – cautiousness, carefulness, 
wariness, circumspection; good 
judgement/management. 

 prevail (verb) – exist, be in existence, be present, 
be prevalent. 

 speculation (noun) – prediction, guesswork, 
conjecture, opinion/thought. 

 inflation (noun) – simply meaning “cost of living”; 
an increase of price level of goods & services and 
vice versa decrease of currency value. 

 reassure (verb) – restore someone’s confidence, 
encourage, hearten. 

 put to rest (phrase) – to stop people from 
concerning/doubting about an issue by 
explaining/resolving it. 

 framework (noun) – structure, system. 
 The monetary policy committee (MPC) (noun) – it 

is a six-member panel that is expected to bring 
“value and transparency” to rate-setting decisions. 
It will feature three members from the RBI — the 
Governor, a Deputy Governor and another official 
— and three independent members to be selected 
by the Government. The MPC will meet four times 
a year to decide on monetary policy by a majority 
vote. 

 quinquennium (noun) – a period or cycle of five 
years. 

 reiterate (verb) – repeat, say again, restate. 
 monetary policy framework (noun) – The 

amended RBI Act explicitly provides the legislative 
mandate to the Reserve Bank to operate the 
monetary policy framework of the country. The 
framework aims at setting the policy (repo) rate 
based on an assessment of the current and 
evolving macroeconomic situation; and 
modulation (change/variation) of liquidity 
conditions to anchor money market rates at or 
around the repo rate. Repo rate changes transmit 
through the money market to the entire the 
financial system, which, in turn, influences 
aggregate demand – a key determinant of 
inflation and growth. Once the repo rate is 
announced, the operating framework designed by 
the Reserve Bank envisages liquidity management 
on a day-to-day basis through appropriate actions, 
which aim at anchoring the operating target – the 
weighted average call rate (WACR) – around the 
repo rate. The operating framework is fine-tuned 
and revised depending on the evolving financial 
market and monetary conditions, while ensuring 
consistency with the monetary policy stance. The 
liquidity management framework was last revised 
significantly in April 2016. 
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 terse (noun) – abrupt, short, to the point, 
compact. 

 centrepiece (noun) – highlight, main feature, 
centre of attention, focal point. 

 tolerance (noun as modifier) – deviation, 
fluctuation, variation. 

 monetary policy (noun) – monetary policy refers 
to the use of monetary instruments under the 
control of the central bank to regulate magnitudes 
such as interest rates, money supply, and 
availability of credit with a view to achieving the 
ultimate objective of economic policy mentioned 
in the Reserve Bank of India Act, 1934. 

 fiscal (adjective) – financial. 
 fiscal authority (noun) – it refers to the branch of 

government responsible for managing the 
financials of a country. 

 monetary authority/central bank (noun) – it 
refers to the institution responsible for managing 
the currency of a country, establishing interest 
rates, and controlling its money supply. The goals 
of a country’s central bank include stabilizing 
prices, fostering economic growth, and increasing 
employment. The Reserve Bank of India (RBI) is 
the central bank of India. 

 lockstep (noun) – in agreement with someone 
mindlessly and has exactly the same 
ideas/opinions that someone else has, often 
without questioning them in any way. 

 primacy (noun) – importance, priority, preference, 
first place. 

 price stability (noun) – no (drastic) change in the 
price of goods and services in an economy over a 
period of time. It implies avoiding both prolonged 
inflation and deflation. 

 bedrock (noun) – core, basis/base, foundation. 
 macro-economic (adjective) – relating to the 

branch of economics concerned with large-scale 
factors (interest rates/national productivity). 

 apposite (adjective) – appropriate, suitable, apt, 
befitting. 

 mount (verb) – increase, grow, rise, escalate. 
 regain one’s footing (phrase) – stand up or 

recover again after falling. 
 devastating (adjective) – destructive, ruinous, 

disastrous. 
 contraction (noun) – In economics, it refers to a 

decline in national output as measured by gross 
domestic product; economic decline (recession). 

 fiscal year (noun) – financial year. 
 pandemic (noun) – the worldwide spread of a new 

disease; The illness spreads around the world and 
typically affects a large number of people across a 
wide area. 

 drastic (adjective) – extreme, serious, desperate, 
substantial. 

 measure (noun) – action, step, procedure. 
 curb (verb) – control, contain, restrict, limit. 

 result in (phrasal verb) – cause, bring on, bring 
about, call forth, give rise to. 

 precarity (noun) – the state of being 
uncertain/insecure/unsafe. 

 consumer price index (CPI) (noun) – it is defined 
as the change in the prices of a basket of goods 
and services that are typically purchased by 
specific groups of households. To put it simply, it 
tracks the prices of goods and services purchased 
by consumers. 

 retail or consumer price index (CPI) inflation 
(noun) – it is a measure of the total inflation 
within an economy, including commodities such as 
food and energy prices. The CPI monitors retail 
prices at a certain level for a particular 
commodity. The change in the price index over a 
period of time is referred to as CPI-based inflation 
or retail inflation. 

 core inflation (noun) – it is a measure of the total 
inflation within an economy, excluding 
commodities such as food and energy prices 
(which change frequently). 

 accelerate (verb) – increase, rise, advance. 
 basis point (BPS) (noun) – a unit of measure used 

in finance to describe the percentage change in 
the value or rate of a financial instrument. One 
basis point is equivalent to 0.01% (1/100th of a 
percent). Used for measuring change in interest 
rate/yield. 

 volatile (adjective) – unpredictable, turbulent, 
uncertain, inconstant. 

 trajectory (noun) – track/course, route, path, 
direction, approach. 

 IHS Markit (noun) – it is a global leader in 
information, analytics and solutions for the major 
industries and markets that drive economies 
worldwide. It partners with clients in business, 
finance and government to help them see the big 
picture with unrivaled insights that lead to well-
informed, confident decisions. 

 cope with (verb) – deal with, grapple with, 
handle/manage. 

 unwavering (adjective) – steady, firm, resolute; 
steadfast, persistent, unflagging. 

 emphasise (verb) – draw attention to, put stress 
on, underscore, highlight. 

 flexible (adjective) – accommodating, adaptable, 
amenable. 

 oversee (verb) – supervise, be in charge of, be 
responsible for, look after, keep an eye on, 
inspect. 

 trend inflation (noun) – it can be thought of as the 
rate of inflation that would be expected to prevail 
if there were no temporary factors, such as a level 
of economic activity below the economy’s 
potential, influencing the inflation rate. Put 
another way, trend inflation is the inflation rate 
that we would expect after temporary factors 
subside (diminish/ease up). 
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 underscore (verb) – underline, emphasize, 
highlight. 

 appropriateness (noun) – rightness, aptness, 
propriety, suitability, usefulness. 

 band (noun) – range. 
 run the risk (phrase) – do something even if 

knowing something unpleasant/bad might 
happen. 

 impart (verb) – give, lend, provide. 
 deflation (noun) – a decrease in the general price 

level of goods and services. 
 deflationary (adjective) – characterized by or 

tending to cause economic deflation. 
 deflationary bias (noun) – it refers to a 

government approach to managing inflation 
versus deflation. It means that there is a tendency 
for economic policy to promote lower growth and 
lower inflation. It means there are pressures that 
keep demand subdued leading to lower inflation, 
higher unemployment and lower growth. 

 dampen (verb) – decrease, diminish/lessen, 
reduce. 

 momentum (noun) – power, strength, impetus. 
 engender (verb) – cause, give rise to, bring about. 
 expansionary (adjective) – (of an action) planned 

to cause economic expansion. 
 lead to (verb) – result in, cause, bring about, 

produce, make happen, give rise to. 
 shock (noun) – disturbance causing 

volatility/uncertainty in an economy. 
 make clear (phrase) – explain, clarify, elucidate. 
 volatility (noun) – unpredictability, instability, 

unreliability. 
 credible (adjective) – acceptable, trustworthy, 

reliable, dependable; believable, plausible, 
reasonable. 

 anchor (verb) – impart/give a firm 
base/foundation/basis. 

 heed (verb) – pay attention to, take notice of, 
listen to, notice. 

************************************************************************************* 

BETTER LATE: ON ANNOUNCEMENT OF PHALKE AWARD TO RAJINIKANTH 
Rajinikanth fully deserves the Phalke, but the timing of the announcement is suspect 

Rajinikanth, the reigning demigod of Tamil filmdom, richly deserves the Dadasaheb Phalke award, Indian 
cinema’s highest recognition, bestowed by the jury this year. The film world has few parallels to his success story. 
His transition from Shivaji Rao Gaekwad, a Marathi-born struggling bus conductor in Bengaluru, to a worshipped 
superstar in the Dravidian heartland, was made possible only by his undimmed passion and sustained hard work. 
From early on, he introduced novelty to his screen characters. He has kept innovating on his unique styles of 
tossing a cigarette or a mint, twirling his sunglasses and walking with a swagger. While style remains his hallmark, 
it would be an injustice to dismiss him as just a mass hero. He had excelled as an actor with sensitive portrayals in 
films such as Mullum Malarum and Aarilirindhu Arubadhu Varai before getting trapped in superstardom with Billa 
and donning larger than life roles. He is among the rare heroes who handle comedy scenes with ease, his dual roles 
in Thillu Mullu being an example. His charisma has attracted three generations of fans, with a following even in 
Japan where he is lovingly called ‘Odori Maharaja’ (The Dancing Maharaja). He is also the only Indian actor to have 
featured in black and white, colour, 3D and motion capture films. 

But despite Rajinikanth’s demonstrable body of work, given his active inclination for a foray into “spiritual 
politics” until last year, inevitable questions are being raised if the award is a calculated choice to influence poll-
bound Tamil Nadu. While Rajinikanth lent support during elections to the DMK-TMC (1996, 1998) and AIADMK-BJP 
(2004), in recent years he has made no secret of his admiration for BJP leaders. Not only did he hail Prime Minister 
Narendra Modi and Home Minister Amit Shah as ‘Lord Krishna and Arjuna’ — after the scrapping of special status 
granted to Jammu and Kashmir under Article 370 — he targeted Dravidian icon Periyar E.V. Ramasamy while 
recalling the alleged attacks on Hindu deities during a 1971 anti-superstition rally. He backed the Citizenship 
(Amendment) Act. To be fair, since his ‘no show’ in politics, the actor has remained politically withdrawn, though 
previously he indirectly targeted the DMK and the AIADMK. He has not responded to appeals from ‘neutral’ 
observers to lend his support for “honest, dynasty-free politics”. Whether the award’s timing would influence the 
voting choice of his legion of fans is difficult to say as he remains an untested electoral force. However, had the 
jury put off the announcement of the award by just a week till polling was over, everyone would have 
unconditionally welcomed the choice. The giver has done the recipient a disservice through the timing of the 
announcement. 

Meanings of Difficult Words: 
 
 deserve (verb) – be qualified for, be worthy of, 

justify. 
 suspect (adjective) – not quite right, suspicious, 

dubious, questionable, doubtful. 
 reigning (adjective) – prevailing, existing, 

present/current. 

 demigod (noun) – someone who is greatly 
admired or respected. 

 richly (adverb) – fully, thoroughly, completely, 
totally, entirely, absolutely, perfectly. 

 recognition (noun) – reward, honour, 
appreciation, acclaim, gratitude for an 
achievement. 
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 filmdom (noun) – the film industry. 
 bestow (on) (verb) – give, present, contribute, 

confer on. 
 jury (noun) – a group of people appointed to 

judge a competition; council, board, commission. 
 parallel (noun) – similarity, likeness, 

resemblance, likeness, correlation. 
 transition (noun) – transformation, change. 
 worshipped (adjective) – revered, reverenced, 

venerated, adored, praised, glorified. 
 heartland (noun) – the most important part of a 

field of activity; the central part of something. 
 undimmed (adjective) – bright, fair. 
 passion (noun) – enthusiasm, keen interest, 

fascination, appetite. 
 sustained (adjective) – continuous, constant, 

steady. 
 novelty (noun) – originality, newness, freshness. 
 twirl (verb) – spin/turn around something quickly 

& repeatedly. 
 swagger (noun) – confidence, self-assurance. 
 hallmark (noun) – distinctive feature, indication, 

sure sign. 
 injustice (noun) – wrong, unjust act, unfairness. 
 dismiss (verb) – reject, deny, repudiate; banish, 

abandon, disregard, brush off, shrug off. 
 excel (verb) – shine, be very good, be successful.  
 portrayal (noun) – narrative, representation, 

characterization, depiction. 
 trap (verb) – get stuck, get caught. 
 superstardom (noun) – very famous and 

successful status/position. 
 don (verb) – get into. 
 larger than life (phrase) – heroic, flamboyant, 

theatrical, swashbuckling. 
 charisma (noun) – the strength of character, 

individuality, personality, charm, presence, 
attractiveness. 

 following (noun) – a body of support, backing, 
patronage. 

 motion capture (noun) – the process of recording 
the movement of objects or people digitally. It is 
a technology that blends real-life and animation, 
allowing you to film someone live and transfer 
them into computerized form. 

 demonstrable (adjective) – proven, verifiable, 
clear, noticeable. 

 body of work (noun) – amount/volume of work; 
output, end result. 

 given (preposition) – considering, taking into 
account, bearing in mind. 

 active (adjective) – eager, keen, enthusiastic. 
 inclination (noun) – liking, penchant, preference, 

appetite, affection. 
 foray (noun) – a brief & active attempt to get 

involved in a new activity/sphere. 
 spiritual (adjective) – inner, divine, sacred. 

 inevitable (adjective) – unavoidable, 
unpreventable, certain. 

 calculated (adjective) – deliberate, pre-planned, 
intentional, done on purpose, purposeful.  

 influence (verb) – affect, have an effect on. 
 election-bound/poll-bound (adjective) – 

guaranteed to have election (which is 
imminent/approaching). 

 lend (verb) – give, provide, impart, contribute. 
 make no secret of something (phrase) – say/tell 

something openly and clearly. 
 hail (verb) – praise, applaud, speak highly of, 

welcome. 
 scrapping (noun) – removal. 
 recall (verb) – remember, recollect, call to mind, 

think of. 
 alleged (adjective) – supposed, claimed, 

professed, purported. 
 superstition (noun) – unfounded belief, myth, 

delusion (misconception). 
 rally (noun) – gathering, march, meeting. 
 back (verb) – support, endorse, uphold, 

champion. 
 Citizenship (Amendment) Act (CAA) (noun) – The 

Citizenship (Amendment) Bill, 2019 seeks to grant 
citizenship to religious minorities of Afghanistan, 
Pakistan, and Bangladesh, who had to flee their 
homeland facing persecution. The six minority 
groups that have been specifically identified are 
Hindus, Jains, Sikhs, Buddhists, Christians, and 
Parsis. 

 to be fair (phrase) – used for making your 
criticism less forceful. 

 dynasty (noun) – a family, bloodline; line of 
rulers. 

 a legion of (noun) – a large number of people; a 
host of. 

 untested (adjective) – new, unconventional, 
unusual, different. 

 put off (phrasal verb) – postpone, delay, defer, 
hold off. 

 unconditionally (adverb) – without 
conditions/limits. 

 recipient (noun) – beneficiary, receiver. 
 disservice (noun) – disfavour, injustice, hurt, 

damage.  


