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Title Two Day Seminar on Effects of Demonetization on Start ups
Dates of Seminar 19.02.2020 & 20.02.2020

Department PG ECONOMICS

Venue SEMINAR HALL

Number of Participants | 28 PARTICIPANTS

Resource Person RAJASHEKARA SB, Chief Guest of the Seminar

I M.A ECO., Ph.D

Detailed Report:

St Francis de Sales College has taken various initiatives in the form of workshops, training
. sessions, seminars so on and so for. Recently, the Department of Economics has conducted a
programme entitled “Two Day Seminar on Effects of Demonetization on Start ups” which
aimed at “to inculcate students to understand effects of demonetization”.

The resource person of the session had shared his vast and updated knowledge in

demonetization.

The meaning of demonetization is the act of stripping currency unit of its status legal tender.
Demonetization is necessary whenever there is a large change of national currency. The old

unit of currency must be retired and replaced with a new currency unit.
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see everywhere are long question of banks, people waiting for hours to get their currency
exchanged or deposited, so on and so forth. While all this is taxing and tiring, but the bigger
question is that is all this worth the trouble. Well, to dig deeper into this situation, we have
compiled a list of possible outcomes of this decision. These are the outcome that will have a
lasting effect on our economy in the long run. It is important to study actual impact of
demonetization on common people and their response about achievements of
demono9tization after the completion in the year ego. It is very important that to know the

impact of demonetization in wider angle from primary experience.
Overview on Impact of Demonetization:

1. Uprooting the parallel economy:

This historic move is primarily expected to remove black money from the economy as they
will be blocked since the owners will not be in a position to deposit the same in the banks.
This move will stall the circulation of large volume of counterfeit currency at least for some
time and will curb the funding for anti — social elements like smuggling, terrorism, espionage,
ect. We can already see these effects taking shape from people with black money throwing
currency into rivers like Ganga and Yamuna. There is also a downfall in the terrorist
activities in Kashmir valley. All this and more has been credited to the withdrawal of 500 and
1000 INR currency notes from market.

2. Impact on money supply, short term and long term:

With the older 500 and 1000 Rupees notes being scrapped, until the new 500 and 2000
Rupees notes get widely circulated in the market, money supply is expected to reduce in the
short run. To extent that black money ( which is not counterfeit ) does not re-enter the
system, reserve money and hence money supply will decrease permanently. However
gradually as the new notes get circulated in the market and the mismatch gets corrected,
money supply will pick up.

3. Impact on banks:

Since, the 500 and Rupee notes which now cease to be legal tender are to be deposited or
exchange in banks (subject to certain limits). This will automatically lead to more amounts
being deposited in Savings and Current Account of commercial banks. This in turn will
enhance the liquidity position of the banks, which can be utilized further for lending
purposes. This will definitely enhance the cash flow for the banks and markets both.

4. Impact on prices:

The major impact of this is going to be seen is cases where the goods are pri
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demand driven fall in prices could impact two major categories i.e.; Consumer goods and
Real Estate. Consumer goods Prices are expected to fall only marginally due to moderation in
demand as use of cards and cheques would compensate for some purchases. Real Estate and
Property prices in this sector are largely expected to fall, especially for sales of properties
where major part of the transaction is cash based, rather than based on banks transfer or
cheque transaction. In the medium term, however the prices in this sector could regain some
levels as developers rebalance their prices (probably charging more on cheque payment).

5. Effect on the GDP:

Gross Domestic Product (GDP) is the broadest quantitative measure of a nation’s total
economic activity. The GDP formation could be impacted by this measure, with reduction in
the consumption demand. However with the recent rise in festive demand is expected to
offset this fall in overall impact. Moreover, this expected impact on GDP may not be
significant as some of this demand will only be deferred and re- becomes normal.

6. Increase in usage of Online Transaction and alternative modes of payments:

With cash transactions facing a reduction, alternative forms of payment have seen a surge in
demand. Digital transaction systems, E wallets and apps, online transaction using E banking,
usage of Plastic money (Debit and Credit Cards), ect. Will definitely see substantial increase
in demand. This should eventually lead to strengthening of such system and the infrastructure

required. This has been seen as one of the driving factors to propose this change

The seminar was very interesting and informative .Students learned the special effects of
demonetization.. The College focuses on upgrading the presentation skills of students by
providing various workshops and seminars. Students were given a platform to present papers

through seminar sessions to exhibits their knowledge.

Name of the Reporter:

ARUN B

Assistant Professor of Economics
St. Francis de Sales College
Electronic City, Bgngalore 560100
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