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India’s foreign exchange (forex) reserves witnessed a sharp decline of about $30.5 billion in March, marking one of
the steepest monthly falls in recent times, as per recent data.

Key Highlights

India’s forex reserves dropped significantly due to multiple factors, including valuation losses, RBI intervention in
currency markets, and fluctuations in global financial conditions. The fall reflects pressure on the Indian Rupee
amid global uncertainties.

The decline was mainly attributed to a reduction in:

Foreign Currency Assets (FCA) – the largest component of reserves

Changes in gold reserves valuation

Movements in global currencies like the US dollar

What are Forex Reserves?

Foreign exchange reserves are assets held by a country’s central bank (in India, the Reserve Bank of India (RBI)) in
foreign currencies. These include:

Foreign Currency Assets (FCA)

Gold reserves

Special Drawing Rights (SDRs)
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Reserve position in the IMF

Reasons Behind the Decline

RBI Intervention: RBI sells dollars to stabilize the rupee during volatility

Dollar Appreciation: Strengthening of US dollar reduces value of other currencies held in reserves

Global Financial Uncertainty: Capital outflows from emerging markets

Import Bills: High crude oil prices increase dollar demand

Significance of Forex Reserves

Forex reserves are crucial for:

Maintaining currency stability

Meeting import obligations

Boosting investor confidence

Acting as a buffer during external shocks

India still maintains a comfortable level of reserves, sufficient to cover several months of imports.

Global Context

Countries worldwide manage forex reserves to tackle economic shocks. India is among the top countries globally in
forex reserves, along with:

China (largest reserves)

Japan

Switzerland

Key Facts

RBI ? Custodian of India’s forex reserves

Largest component ? Foreign Currency Assets (FCA)

SDR ? Issued by International Monetary Fund (IMF)

Forex reserves used for ? Currency stability & import financing
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