
 
 

 

GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 

 DEPARTMENT OF ECONOMIC AFFAIRS  

 

RAJYA SABHA 

STARRED QUESTION NO. 163 

ANSWERED ON 3
RD

 AUGUST 2021 

 

STOCK MARKET AND ECONOMY 

 

*163. Dr. Vikas Mahatme: 

 

Will the Minister of Finance be pleased to state: 

 

(a) the reasons for the economy crashing, but the stock market showing all-time- high, as of now Stock 

Market syncs with the Economy; 

(b) whether it is a fact that RBI in its Financial Stability Report has said that ‘it could pose risks to 

financial stability’; 

(c) whether Government has an analysis on the same; and 

(d) if so, the details thereof and, if not, the reasons therefor? 

 

ANSWER 

 

THE FINANCE MINISTER 

(SMT. NIRMALA SITHARAMAN) 

 

(a) to (d): A Statement is laid on the Table of the House.  

  



 
 

 

STATEMENT REFERRED TO IN REPLY TO THE RAJYA SABHA STARRED QUESTION NO. 163 

BY DR. VIKAS MAHATME DUE FOR ANSWER ON AUGUST 3, 2021 

 

(a) to (d): As per the latest estimates released by National Statistical Office (NSO), Ministry of 

Statistics and Program Implementation (MoSPI), India’s real Gross Domestic Product (GDP) is 

estimated to have contracted by 7.3 per cent during FY 2020-21. This contraction reflects the 

unparalleled effect of the COVID-19 pandemic and the containment measures that were taken to 

control the pandemic.  

 

The movement in stock market indices is driven primarily by expectations of future economic growth. 

The regulatory measures taken by Central Banks across the globe to combat the impact of pandemic 

has contributed to abundant liquidity in the financial system. RBI in its recent Financial Stability 

Reports has recognized the disconnect between financial markets and real sector activity as a potential 

risk to financial stability.   

 

However, economic research on stock markets clearly highlights that a key indicator of stock market 

indices being overvalued is high volatility in the stock markets. In this context, it is noted that stock 

market volatility as represented by INDIA-VIX index has reduced considerably since March 2020. 

Stock markets are, therefore, likely reflecting the future growth prospects of the Indian economy given 

the support provided by the policy response of the Government.   

 

Government, RBI and SEBI regularly monitor the behavior of financial markets and take necessary 

measures to ensure orderly functioning of the stock markets and maintain macro-financial stability. 

***** 


