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Using a rupee route to get around a dominating dollar 

India could take advantage of geopolitical developments to promote trade and gain better 

status for the rupee. 

The present scenario 

• In recent times, India has been taking an active interest in having the rupee used for 

trade and the settlement of payments with other countries, which include Russia, now 

facing sanctions.  

• The Reserve Bank of India has recently taken a proactive stand to have a rupee 

settlement of trade (circular dated July 11, 2022). While options for invoicing in rupees 

were already legal in terms of Regulation 7(1) of the Foreign Exchange Management 

(Deposit) Regulations, 2016, the current circular aims to operationalise the special 

Vostro accounts with Russian banks in India, in a bid to promote trade and also gain a 

better status for the rupee as an international currency. 

Possible advantages 

• The advantages India is 

currently seeking in these 

arrangements include avoidance 

of transactions in the highly-

priced dollar which has an 

exchange value of ₹80, 

impacting the Indian economy 

with inflation, capital flight 

(aggravated by interest rate 

hikes by the Fed and possible 

hikes in the European Union as 

well) and the drop in foreign 

exchange reserves by $70 billion 

since September 2021.  

• Buying oil with a depreciated 

ruble, and at discounts, is not 

only cost-saving but also saves transport time with the use of multi-modal routes using 

land, sea and air routes.  

• In addition, India is looking forward to trading expansion in sanctions-affected Russia 

(leading to recession and de-industrialisation there).  
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Some hurdles 

• There are quite a few 

problems that may 

prevail in 

implementing the 

desired rupee payments 

and avoiding dollar 

transactions. Apart 

from issues that 

concern an agreed 

exchange rate between 

the rupee and the ruble 

(R-R), two volatile 

currencies, there is also 

the question of the 

willingness of private 

parties (companies, 

banks) to accept the 

rupee for trade and 

settlements.  

• If Russia opens its door 

for exports from India, 

the ‘R-R’ route may 

prove attractive for Indian exporters.  

• Finally, there are official concerns for reactions, particularly from the U.S., to deals, 

especially for the purchase of the S-400 defence equipment. And the fear continues 

even after the recent Congressional approval of those purchases as a special case in the 

backdrop of Chinese aggression.  

• Moreover, the deals between India and Russia, especially on oil, can be considered by 

the West as ‘indirect back door support’ — as India is importing Russian crude at a 

30% discount, processing at refineries in Gujarat which include Reliance, and then 

exporting those to the West.  

• As reported by the Economic Times, such exports amounted to $1.5 billion per day in 

May 2021. These companies are exporting to the West with ‘robust refining margins. 

 


