V4%, CENTRE
“€%™ FOR AMBITION

Q .
Q Aﬂ AN INSTITUTE FOR CIVIL SERVICES

(" ESTD. 2004

DAILY CURRENT AFFAIRS
Date: 28-11-2025

IAS-PCS

Exchange rate and IMPF’s Exchange Rate Regime Classification

fafama g2 3fik IMF i fafema o =ae gt

ST Ag1 & (IMF) 3 S7u+t 9Ra W afiies Tt Rure # 9Ra & aredfae
o R e o "fRR R’ § agaex "Hid-aee e & H I
TR e g |

fg A grag ?
fafma grag Hea & o R U@ qg1 ol gud geT & ager s |
I 288 U USD & 31 § — 1 SR 2ok = 88 IR 0l |
fafrra g uonfaai F uer '
1. feR faffma gz vomeh
o TREHR/ 1 o foredt g o1 e gadt g1 3 Haprael (A9iRa eare |
* ST AT G I TATY TG o [T g1 Sfch TR fag =it Hgr @digan/aaang |
o 3537 faf T e fRRaT s T |
2. IRadta/ et fafama g2 vomedt
« AR Re TR S AT SR amufd A ag g g |
o ST Sl Pl h1S EAAI T gl |
3. yafa avat fafama g
« ffma o e SR g iR gri g |
o Aifehe 1T S TS IqR-TgE (Hafdd e & ey geau aeaig | -
o TG TUTTCA! R Higd e U A vl @ |
4. Y faffma gE yorrett
o g1 ! Tt Toh gT AT gl At eiendt S ey fean S g |
o ISTEVT: S WIS ¥ U1 g ol SR SR TR E |
SIRIg 7g1 @Y (IMF) dew =it ! fafa ge sgawn &1 arffaon
ardfaes (de facto) FEER & YR W FRAT §—AT! Hgl arrd H hal
Terdl g, 7 fF TRPR AT graT il ¢ |
IMF &t qorTet & et 10 Siforat ereit €, oee o wopgl A stermang:
« g€ 978 (Hard Pegs)
o e 97g (Soft Pegs)
« FEAIfET e (Floating Regimes)
« 379 (Others)

In news: The IMF, in its annual staff report on India, has
reclassified India's de facto exchange rate regime from
“stabilised arrangement” to a “crawl-like arrangement”.

WHAT IS AN EXCHANGE RATE?

The exchange rate is the price of one currency expressed in
terms of another.
Example: 88 per USD means 1 US Dollar = 88 Indian

Rupees.

Types of Exchange Rate systems

1.  Fixed Exchange Rate System: The government/central
bank fixes the value of the currency against another
currency. Central bank continuously buys/sells foreign
currency to maintain the fixed rate.

It is used to maintain stability.

2.  Floating Exchange Rate System: Exchange rate is fully
determined by market demand & supply\ and there is
no central bank intervention.

3. Managed Floating Exchange rate system: Exchange rate
is mostly market-determined, but the central bank
intervenes to control undue volatility.

4. Pegged Exchange rate system: when Currency is tied

(pegged) to One currency or a basket of currencies,
IMF's EXCHANGE RATE REGIME CLASSIFICATION

1.  The International Monetary Fund (IMF) classifies
every member country's exchange rate regime based
on de facto behaviour—i.e., how the currency actually
moves, not what the government claims.

2. This system has 10 categories, grouped under Hard
Pegs, Soft Pegs, Floating Regimes, and Others.

EXCHANGE RATES
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1. Tt YURE FTer ST T 3T T ol g7 & o fopelt o7 1 ht
HGT T SYANT T & [3GTeevT: 3grer (USD), sarat (Euro)
2. &Yt &S =a@ (Currency Board Arrangement)
« faffma g gl aeg fer |
o 100% TR TgT WeR g1 THfT [SgTeron: giiThiT
I1. §ive |
fer fafma oz, dfe oo adieu & @y |
1. URURe W 757 e 31T HgT a1 JgTael it eiandt § Hifid grae &
U7 il S & 3gTeevT: gt Rard—USD & O
2. @R raen faffma or 6 7T d@ +2% e & ofiR &t 8 [(IMF &
STTIR 2024 T HIRA FHT 07 # &7 |
3. hld-cATgeh gael
« faf i X U qargH, S1e-sie @Al (crawl) H =t
&S dR-eiR srermee 1 Hgeafs |
4. IMF 3 el § & 9TRd o1 39 Soft & @ §, &=ifes INR @ i,
fFafera srameas ow@r T |
5. SIfelTT W91 U1 &g & e siaerenl o) fRafia &u & gaEifSe faan
EIcIE]
6. 38 % iR W (Pegged Within Bands)fafima oz 91 S
(£5% a1 21f¥e) & ik SAR-TeTE & Fehdl ¢ |
I11. Feiifer sraemy
feh AT, HH Fera I fAdeon|
1. T (Floating)sToIR g &% T4 Bikil §; S o dhaet ST gl
TR EEIET BT |
2. Tt wire (Free Float) &3 T3 g&I&/ Ael— YLt a¥g aefR-
feifea I3grewor: smfkar, gae
IV. erafrg 9ot (Residual Category)
311 yafed srgen (Other Managed Arrangement)dgd de o
T GEIAT BIT €, AHfeheT T 4 A shter T g |

IMF senifafthere & WRd & ST
1. SffREe (ST597) - RBI & R
2. WRd %1 GaEdS € Hidhe § 9 gidl &, 31X RBI %
arAfefdd! & diciet e & fl g 31 § | 38y
SRR, WA T graT &: Arss Fealfer
3. IMF (3 taeh) — g Tl (€ gafe & YR TR

I. Hard Pegs

1. No Separate Legal Tender: Country uses another

country's currency. Eg: Ecuador (USD), Kosovo (Euro).

2. Currency Board Arrangement: Fixed exchange rate

backed by 100% foreign reserve cover. Eg: Hong Kong.
II. Soft Pegs
Characterised by a fixed rate, but with some flexibility.

1.  Conventional Peg: Currency pegged to another
currency or basket with limited band. Eg: Saudi riyal
to USD.

2.  Stabilised Arrangement: Exchange rate stays within
+2% band for 6 months. India was in this category (as
per IMF) until 2024.

3.  Crawl-Like Arrangement: Exchange rate follows a
predictable, small-step (crawl) movement, usually
depreciation or appreciation at a pre-announced rate
or trend.

4. IMF recently placed India here due to gradual,
controlled INR depreciation.

5.  Crawling Peg: The peg itself is adjusted periodically
at fixed, known intervals.

6.  Pegged Within Bands: Exchange rate allowed to
fluctuate within wider bands (5% or more).

III. Floating Regimes
More flexibility, less central bank control.

1.  Floating:Market determines exchange rate with
intervention when required.

2. Free Float: No government intervention. Purely
market-determined. Eg: US, Eurozone.

IV. Residual Category
Other Managed Arrangement: Significant central bank

intervention but without a clear peg or crawl.

India’s Position in IMF Classification
1.  Official (De jure) — as per RBI
2. India has a market-determined exchange rate, and
RBI intervenes only to control volatility.So officially,
India claims: Managed Floating
3.  IMF (De facto) — based on actual exchange rate

movement
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STT-3TAT Gredt H, IMF d R &l 39 d3g FAahrS a8
1. Ri¥esse eRwHe (Teat &1 9979)
o TEEEIST 3€ Ueh DS grak # @
o T H FEM-GX-FE SifHa agaa g
« 3GfeTq, IMF &l HI4T 1 {3 9Rd 99 ol Toh St dog o SEU
T B TE ¢
2. FIdI-ATSH SRTHE (Tl T FATAChherT)
IMF # 3@t f&:
o T9Y H AT, STGTST T ST Teh arelt SHfAuRE e fowar g
o gaHe Bie, AR AR SEERA B &
90T el T &

IMF 9 9Ra &l “hid-crgen” Fi Sar ?
IMF 2rgett ¥er 3@dn &, RBI &t sriftsfRiger qiferdt gl | wra = femmam:
1. 9R-R fofegw ge: INR a1 #éHt (Frd-31aeer 2025) H 3.5%
HHSIR g3 | Fetrersa e, afees wg ofiX f@R |
2. 4% e de: sraer # 287.8-88.8 ufd USD & dicifeferet | oie
3. 37eR RBI FX $exdz
« FY25: RBI 3 &7 $400 faiferas a2 |
« H1 FY26: RBI 7 $44.3 faferma s |
« g e i Uelle & ST dhgies Hawe ol g ¢ |
TR % weera
o gl YR it wfeferdt fgmmar 1
o QTSI ¥€ %l TG P # RBI & 1ffiee R =it erefan 2 |
o IE &0 GE 1 Gohd @, AITIRRI 1 8l |
o fI3EN 3% it T WX 3TER ST TohaT |
IR SHE TEHA il T 82

RBI &1 @& &
o UGIST ¥€ HTehe I el §
o g A% dicfefee weie & forg @
« IS g U T SIS T ¢
o IS hict TS el foha T @
o 293 ) ferelt ot G & TTG-UTH Lol Ta & IS HAehe T8 &
Zafeg wd fohelt Y gq T a1 shiet & gt ol WISt FeaT & |

Over different years, the IMF has classified India as:
1. Stabilised Arrangement (earlier period)
o Exchange rate remained within a narrow band
o Rupee showed limited month-to-month variability
o Therefore, IMF believed India was stabilising the rupee
around a central value
2. Crawl-Like Arrangement (recent classification)
IMF observed that:
o The rupee shows a slow, predictable depreciation trend
o Movements are small, persistent, and directional
o This resembles a “crawling” exchange rate, even though

India does not announce any crawl

WHY DID IMF CLASSIFY INDIA AS “CRAWL-LIKE”?
IMF looks at actual data, not RBI’s official policy. India

showed:
1. Gradual Depreciation Trend: INR weakened 3.5% over seven

months (Mar-Oct 2025). Not volatile, but smooth and steady.
2. Narrow Trading Band: 387.8-88.8 per USD in October X low

volatility. Such tight bands with small shifts resemble a

“crawl”.
3. Regular RBI FX Intervention
o FY25: RBI sold nearly $400 billion.
e H1 FY26: RBI sold $44.3 billion.
o This pattern shapes controlled movement rather than

free float.
Implications of classification
o Shows external sector stability.
o Highlights RBI’s role in exchange rate smoothing.
o Signals moderate intervention, not manipulation.
o Can affect foreign investor perception.
Why does India disagree?
RBI says:
o Exchange rate is market-determined
« Interventions are only for volatility control
o No predetermined target
e No crawl announced
o No commitment to keep the rupee stable around any

value
Hence India rejects the inference of a hidden peg or crawl.



INS Mahe

India’s New Anti-Submarine Warfare Shallow Water Craft (ASW-SWC)

INS A1@ — R &1 741 Gel-Haude aRwhaR Sl afed sae (ASW-
SWQ)
1. 9Rd & 9H 7,516 km &1 Teh §€] Shiecars g, fSad 12 o8
TS, 184 B e 3R 1,197 3medie Redt § | g a1 Tg
W Plee HieTd 3fX TEt-Hemie arRhR (ASW) &l U
STed) e uaifRe s g |
2. INS AR, 3feam aat & wnffer fohg S 38 o1e TeEt-gamda
IR YAt aife shoe (ASW-SWC) & @ Ugell 9de § | T
TR R feRe athar & forg fesre fevan e ag wive, Sfeam
3 & (IOR) & dgd 3ietd! Wa’l & GHT WRd & hited
fethe fire ot Hora aT § |
o FrE Rars fafies (CSL) grr sfefSmeedt fowme ok s
T
* 90% @ FaTg! SRS hure, S fethe Rufafedn # srafasik
YR ht 3R HRd & HgH &l fe@ran g |
« BEL, L&T fethg, Afégr et fawer, NPOL 3t &% MSMEs
S 9 W] UTeTy T R e |
AT JfHHY
o I T U H G- HeEdA aikhat (ASW)
o T & A R
« 9 3R & (SAR)
o FH 5T Hlteren atfwer (LIMO)
o T kel & felq Teehie Set
o R et
3 A WIRA % %8 TTER It arel ASW ire & o g & Hivrg e
& FH B R F € |

.a:

INS Mahe - India’s New Anti-Submarine Warfare Shallow Water

Craft (ASW-SWC)

India possesses a vast coastline of 7,516 km, with 12 major
ports, 184 minor ports, and 1,197 island territories. This
extensive maritime geography makes coastal surveillance
and Anti-Submarine Warfare (ASW) a critical security
priority. ‘

INS Mahe is the first vessel of the eight Anti-Submarine
Warfare Shallow Water Craft (ASW-SWC) being inducted
by the Indian Navy. Designed specifically for littoral
warfare, the craft strengthens India’s coastal defence grid at
a time of rising undersea threats in the Indian Ocean
Region (IOR).

Indigenous Design and Construction '

Indigenously designed and built by Cochin Shipyard
Limited (CSL).

Over 90% indigenous components, reflecting India’s push
toward Aatmanirbhar Bharat in defence shipbuilding.

Involvement of major domestic partners such as BEL, L&T
Defence, Mahindra Defence Systems, NPOL and several
MSMEs.

Intended Operational Roles

Anti-Submarine Warfare (ASW) in shallow waters
Underwater surveillance

Search and Rescue (SAR)

Low Intensity Maritime Operations (LIMO)
Mine-laying

Escort duties for coastal convoys

Harbour defence

These missions address a long-standing capability gap in India’s
shallow-water ASW grid.




T 91 iR HifafeEaa
a) feame ofk wrEw
o TS 78 HieX
o ST goT-dledoie MY fted § ge a1l 998 981 YR 4t
I AR |
o T TS ! aoTg T 2T 3R Gt o qgM & Ut # Aqarfafoe
THfen gl € |
b) Wiue= T & B
o dieToie e 3 31 &
0 AR Agafaferdt
0 A 3Tehfted R M ASW SR & foiy sredt sief ey
e &
o T fiite 37k fewgiar it uga & ¥ Tama! & SifiRe e &l
Ffaferad
¢) g ot dar
o RBU-6000 T&t-TaHiiA Yahe AlX
« Eooh CRUIE]-ee dl & 1 ¥
o R GEHAH 1 U T 3R I 8 e & (oY Ugaie
TR fien
o Tie HRIAHIA 3MX FHirde Aasmic G
g forey &H TTgY Ul # T9-T%E Wall $1 STEGR ddie & Udr
T, I8 FATABTS FEA AR I TS FA A AGG FRA ¢ |
d) et 3fi farre & ereitemas
o 9T et 3R e fesiTe, Teia aiers ST dgue & &l &
TR ol gk a1 ¢ |
o TEHT TG T TR USITHT TR =TT e o g Ig S8 STt
2, i 9Ra St enfdies geen & foig sga e € |
Toifde A
o YA & WG aTel Aeig T&TT & ol Sgak ST g |
o RGN A€ & U GUF § el aTelt Srefel-Salfaed dagiedl aht
T T T HRAT |
o T AL AT FAAT Bl =1-aife TR o oIy 311eiTg eel § |
o Biiergh S8 31aaAd (MDA) Ugdl ! 9u1E idm g 3 P-81
TaEHTHE 3R MH-60R Fefieiot S8 T &l U7 el ¢ |
« 2E AETR &d § 8T 6 AT Sl FTEd HT § 37 AHATH H
G AR |
fodRer ASW Fafafadt i sredt &
a) € & U fuens Tt aTelt GaH<i ol Gl
« TT-Zefaeeh oA R o T o T U1+ g Terd! €
58 ST U T iR B ST g |

o 93 ARRY U Url A Stes & 1A gl 9 UTd, S e & e A
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TR deadi Serhl A A §:
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o SIHRIR TSIt TEed

R OSEHRE-a

o ATRIAA AaeT o9

Key Features and Capabilities
a) Design and Dimensions
e Length:78 metres

e Largest Indian naval warship powered by a diesel
engine—waterjet propulsion system.

e Shallow draught enables manoeuvrability in coastal
and estuarine waters.
b) Propulsion Advantages
e  Waterjet propulsion provides:
O Superior manoeuvrability
o Reducedacoustic signature — crucial for ASW
operations where stealth is vital

o Ability to operate in areas inaccessible to larger
frigates and destroyers

c) Weapons and Sensors
e RBU-6000 anti-submarine rocket launcher
e Twosetsoflightweight torpedo-tubelaunchers

e Advanced sonar systems for detection and tracking of
stealthy submarines

e Modern communication and combat management
systems

These systems allow effective detection, classification, and
neutralisation of sub-surface threats in shallow waters.
d) Agility and Mission Flexibility

e High agility and compact design enhance performance
in littoral combat and harbour approaches.

e Ideal for patrolling and sanitising coastal sea lanes that
are critical for India's economic security.

Strategic Significance

e EnhancesIndia'slayered coastal defence architecture.

e Addresses the challenge of stealthy diesel-electric
submarines operating close to the Indian coastline.

e Frees larger surface combatants for blue-water
operations.

e Supports Maritime Domain Awareness (MDA)
initiatives and complements assets like P-81 aircraft and
MH-60R helicopters.

e Strengthensnaval capability in the Indian Ocean Region
and contributes to deterrence.

Why Littoral ASW Capability Is Critical
a) Threat of stealthy submarines near the coast
o Diesel-electric submarines operate silently in shallow,
near-shore waters, making detection difficult.
o Larger warships cannot manoeuvre effectively in such
waters, creating vulnerability close to the coastline.
b) Protection of vital maritime assets
The Indian littorals house:
o Harbourapproaches
o Sea-lanestomajor ports
o Offshoreenergyassets
o Operational naval bases
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T ST ATHEAT
o TSR 2025 H, AUTe I TRBR 7 Y 3ULE Uifeifeaner 4 arel
100 TUF & T e ST A ol et foha, forgs R & el
Tl ZetTeh SreTar, fergera ok feiftamerr =nfaer € |
e UACHI T E:
0 9% 3R AN TaEe
012 ARSI A dlethTd
o S H AU F ek g AT \
0 HY & g 31i1es fUer forg o foran & “qfedd, s gg &
SR |7
« TR A 59 W Rt Hfciferan &, T St gy foh e ST gehieh el
TGeTalt 3T UTel o heH ol VST aTerl 37X Teha<uhT SIalTaT |
PTCATIT! SATRT ITRTEE o ITL-UTGH 1 H ¢ | SHRT ATH et et
(et B HeTehret!) & 19 U T 74T 8, ST 9YRd 3R AUTe & s U
IR IS BT I Bl ¢ | hTett A1 bl Wi Ui €9 & faafaa
REEAS ECICE LA A
Ui afy
« e See Sfean dut o7k AuTet & St gottett 6t &fY (1816) = et
TRl ATt ht uf g Fr T L |
« gTeifen, Y B & T O & IR & e s o, i arg & fafewr
A9 7 ZHP 3TeT-37elT Uise fREme U & | A1 3 1998 H WRd & &1y
FHIATAT! o1 e ST ThIRIge SordT |
feagHrEmaTd
URAHI LS
o BT STRTEE o faeiRTe fore o fee |
o T TR Reperd! 8, TSIl g8 see TRAg gl Siarg |

India and Nepal both claim
the Kalapani territory

Disputed Kalapani region

Recent Context
o InNovember 2025, Nepal’s government decided to issue
Rs 100 currency notes featuring its updated political map,
which includes Kalapani, Lipulekh, and L1mp1yadhura
areas under India’s control.
o  Thenewnote features:
o MtEvereston theleft
o Rhododendron watermark on the right
o Faintgreen map of Nepal at the centre
o Ashoka Pillar near the map with the text:
“Lumbini, the birthplace of Lord Buddha.”

o India reacted sharply, reiterating that this does not
change ground realities and calling Nepal’s move
provocative and unilateral.

The Kalapani region lies in the northwestern corner of

Uttarakhand. It is named after the Kali River (Mahakali in

Nepal), which acts as a natural boundary between India and

Nepal.The source of the Kali River has historically been

disputed, forming the core of the territorial disagreement.
Historical Treaty

o The Treaty of Sugauli (1816) between the British East
India Company and Nepal established the Kali River as
Nepal’s western boundary. ‘

o However, the treaty did not specify the exact river source,
and subsequent British maps showed varying points of
origin. Nepal officially raised the Kalapani issue with
Indiain 1998.

Dispute Overview

India’s Stand
 Kalapaniispart of Pithoragarh district, Uttarakhand.
o Theriver originates here, making the territory Indian.
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ATAFT S Nepal’s Stand
« gTaT & o 76t ferferamer a fogere @ feerd &, e gerafam wia & 3 o Claims the river originates from Limpiyadhura or
ForTeh S =M € | Lipulekh, including these areas in Sudurpaschim province.
o 7 2020 H T Uifcifedhet #Y S g4 3R JuTer it wifetarde grT g9 o The release of a political map in May 2020 and its
T A ZT g ! SAffhfRe ST faa | endorsement by Nepal’s Parliament formalized the claim.
forgdem Trigger Events
¢ 2020: STRA A FAT AHIER refanfaa & forg argen & fogera 5 aw e 2020: India inaugurated a link road from Dharchula to
e feieh Ae a1 Sgre o | Lipulekh Pass for Kailash Mansarovar pilgrims.
o 30T 3 FT 5 Y S aTeTeitr & e 36 o1 2014 3 Rymafta amsia  Nepal protested, citing a 2014 bilateral understanding to
gaTeT g g fadre femam | resolve boundaryissues through dialogue.
o U F BESIRAA IHeHe R AU YURe & HRUT HRA-UTA o Nepal’s Constitutional Amendment and map update led to
FRIAHR H o GHY o folq T 37T | - atemporary breakdown in India-Nepal communication.
el ey Strategic Implications
« farfea dd e Gie Aeae: o Thedisputedregion has strategic significarice:
0 919 o ol SHTeIATAg A & TSttt o Proximityto the Tibet Autonomous Region of China
0 I STR I A ol G & g st o Important for security of Uttarakhand and northern India
o YUTE 3 Tohawh FaH & fueia Gaet & ora T e o @adT 2, gretifcs o Nepal’s unilateral moves risk straining bilateral ties,
TR P g1 ¢ [ aTadiad gl g ga g | although India maintains that dialogue remains the
' o T <6l T e 3T ISt &A1 H W9 -AdTelt SR &l ged g4, 39 solution.
T ! et A a¥ich & Gergi T gl 411 & g aga oredi & | o Given free movement of people and a large Indian-Nepali
diaspora, resolving the issue diplomatically is crucial for
both countries.

by Nepal
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