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GOVERNANCE 

KIIFB Controversy 
Recently, the Enforcement Directorate (ED) has opened a preliminary inquiry to examine if borrowings 

by the Kerala Infrastructure Investment Fund Board (KIIFB) from overseas markets violated the 

provisions of the Foreign Exchange Management Act (FEMA) 1999. 

 KIIFB was established to manage the Kerala Infrastructure Investment Fund (KIIF), as per the 

KIIF Act 1999. 

 In 2016, the government changed the role of KIIFB from handler of investment bonds to an 

entity to mobilise the resources for developmental projects over and beyond the budget. 

Key Points 

 The Comptroller and Auditor General (CAG) highlighted that the KIIFB had raised Rs. 2,150 

crore from the international market without the consent of the Central government in 2019. 

 A prior consent of the Government of India is necessary before a State Government raises a 

loan. 

 KIIFB had also overstepped its legal bounds by issuing masala bonds to raise money from 

foreign markets in violation of Article 293 (1) of the Constitution. 

 Article 293 (1): The executive power of a State extends to borrowing within the territory of India 

upon the security of the Consolidated Fund of the State within such limits. State governments 

can give guarantees within such limits as fixed by the legislature of the concerned State. 

 The ED has also asked the Reserve Bank of India (RBI) about the details of ‗no objection 

certificate‘ it had supposedly extended to the KIIFB, enabling the agency to take sizable loans 

from the foreign financial market. 

Implications of Inquiry: 

 The investigation could potentially cause a fall in the revenues of the KIIFB. 

 It might affect the extended loans being offered to KIIFB by the International Finance 

Corporation (IFC) - a part of the World Bank group. 

 With an ongoing investigation, investors would not be willing to buy its masala bonds, which 

will further lead to loss of revenues. 

 The investigation can also result in an administrative paralysis, halting all the infrastructure 

development projects for which the KIIFB had collected the funds. 

Kerala Government’s Stand: 

 It disagrees with the CAG's finding on the basis that KIIFB is a corporate entity and not the State 

government. 

 As per FEMA provisions, corporate entities can issue masala bonds to raise funds from foreign 

markets. 

 Kerala also criticises the move because CAG has unilaterally submitted its audit observations 

without giving the State its right of reply. 

Masala Bonds 

 They are rupee-denominated bonds used by Indian companies to raise funds from the overseas 

market in Indian rupees. 

Eligibility for Issuance: 

 According to RBI, any corporate, body corporate and Indian bank is eligible to issue these bonds 

overseas. 

 These can be issued and subscribed by a resident of such country that is a member of the 

financial action task force (FATF) and whose securities market regulator is a member of the 

International Organisation of Securities Commission (IOSCO). It can also be subscribed by 

multilateral and regional financial institutions where India is a member country. 

 IOSCO is the international body that brings together the world's securities regulators and is 

recognised as the global standard setter for the securities sector. 

Limitations: 

 As per the RBI guidelines, the money raised through such bonds cannot be used for real estate 

activities other than for development of integrated township or affordable housing projects. 

 Also, it cannot be used for investing in capital markets, purchase of land and on-lending to other 

entities for such activities as stated above. 

SCIENCE AND TECHNOLOGYAND BIODIVERSITY 

Sentinel-6 Satellite: Jason-CS Mission 
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Recently, Copernicus Sentinel-6 Michael Freilich satellite was launched from the Vandenberg Air Force 

base in California aboard a SpaceX Falcon 9 rocket. 

 
Key Points 

 Jason-CS Mission: Sentinel-6-Satellite is a part of the mission dedicated to measuring changes 

in the global sea level. The mission is called the Jason Continuity of Service (Jason-CS) mission. 

 Objective of the Mission: To measure the height of the ocean, which is a key component in 

understanding how the Earth‘s climate is changing. 

 Components: It consists of two satellites, Sentinel-6 and the other, called Sentinel-6B, to be 

launched in 2025. 

 Joint collaboration of: The European Space Agency (ESA), National Aeronautics and Space 

Administration (NASA), European Organisation for the Exploitation of Meteorological 

Satellites (Eumetsat), the USA‘s National Oceanic and Atmospheric Administration (NOAA) 

and the European Union (EU), with contributions from France‘s National Centre for Space 

Studies (CNES). 

Mechanism: 

 The satellite will send pulses to the Earth‘s surface and measure how long they take to return to 

it, which will help in measuring the sea surface height. It will also measure water vapour along 

this path and find its position using GPS and ground-based lasers. 

 As per NASA, this will help in monitoring critical changes in ocean currents and heat storage 

only from space, by measuring height of the sea surface. 

 This will in turn help in foreseeing the effects of the changing oceans on the climate. 

Significant in: 

 Ensuring the continuity of sea-level observations. 

 Understanding how the ocean stores and distributes heat, water and carbon in the climate 

system. 

 Supporting operational oceanography, by providing improved forecasts of ocean currents, wind 

and wave conditions. 

 Improving both short-term forecasting for weather predictions, and long term forecasting for 

seasonal conditions like El Niño and La Niña. 

 Other satellites (joint mission of NASA and CNES) that have been launched since 1992 to track 

changes in the oceans on a global scale include the TOPEX/Poseidon, Jason-1 and OSTN/Jason-

2, among others. 

                                            INDIAN ECONOMYAND BIODIVERSITY 

Negative Yield Bonds 
Recently, demand for negative yield bonds is on rise in the global market. 

Key Points 

 Negative Yield Bonds: Are debt instruments that offer to pay the investor a maturity amount 

lower than the purchase price of the bond. These are generally issued by central banks or 
governments, and investors pay interest to the borrower to keep their money with them. 
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 Bond: Is an instrument to borrow money. A bond could be floated/issued by a country‘s 

government or by a company to raise funds. 

 Yield: The yield of a bond is the effective rate of return that it earns. But the rate of return is not 

fixed; it changes with the price of the bond. 

 Generally, investors purchase the bonds at their face value, which is the principal amount 

invested. In return, investors typically earn a yield of a bond. 

 Each bond has a maturity date, which is when the investor gets paid back the principal amount. 

Reasons behind buying Negative Yield Bonds: 

 To create a diverse portfolio: Many hedge funds and investment firms that manage mutual funds 

invest in negative bonds in order to diversify their investment. 

 To use them as collateral: Bonds are often used to pledge as collateral for financing and as a 

result, need to be held regardless of their price or yield. 

 To take Benefit from Currency Gain: Foreign investors might believe the currency's exchange 

rate will rise, which would offset the negative bond yield. 

 To Avoid Domestic Deflation Risk: Domestically, investors might expect a period of deflation, 

or lower prices in the economy. 

 For Example: Consider a one-year bond that yields minus 5% but at the same time inflation is 

expected to be minus 10% over the same period. 

 That means the investor in the bond would have more purchasing power at the end of the year 

because prices for goods and services would have declined far more than would the value of the 

investment in the fixed-income security. 

 To Create Safe Haven Assets: Investors might also be interested in negative bond yields if the 

loss is less than it would be with another investment. In times of economic uncertainty, many 

investors rush to buy bonds because they're considered safe-haven investments. 

 These purchases are called the flight-to-safety-trade in the bond market. During such a time, 

investors might accept a negative-yielding bond because the negative yield might be far less of a 

loss than a potential double-digit percentage loss in the equity markets. 

Current Scenario: 

 Today when the world is fighting the Covid-19 pandemic and interest rates related to bonds and 

other financial instruments in developed markets across Europe are much lower, investors are 

looking for relatively better-yielding debt instruments to safeguard their interests. 

 China sold its negative-yield bonds for the first time, and this saw a high demand from investors 

across Europe. 

Reason for High Demand: 

 Low risk with Chinese Bonds : Yields offered in safe European bonds are much lower than ones 

offered by China. 

 As against minus —0.15% yield on the 5-year bond issued by China, the yields offered in safe 

European bonds are much lower, between –0.5% and —0.75%. 

 China‘s positive Gross Domestic Product (GDP): Majority of the large economies are facing a 

contraction in their GDP for 2020-21 while China is one country that is set to witness positive 

growth as its GDP expanded by 4.9% in the third quarter of 2020. 

 Increase in Covid-19 cases: While Europe, the United States and other parts of the world are 

facing a second wave of Covid-19 cases, China has demonstrated that it has controlled the 

spread of the pandemic and is therefore seen as a more stable region. 

Factor Driving the High Demand: 

 Availability of money: Huge amount of liquidity injected by the global central banks after the 

pandemic. 

 They have injected an estimated more than 10 trillion dollars of liquidity through various 

instruments in the financial system. 

 Avoiding risk: Investors might also be temporarily parking money in negative yield bonds for 

the purpose of hedging their risk portfolio in equities. To gain profit and avoid losses in case the 

fresh wave of the Covid-19 pandemic leads to further lockdowns of economies. 

INTERNATIONAL AFFAIRS 

Withdrawal of US Troops from Afghanistan 
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America's latest plan to speed up the withdrawal of more troops from Afghanistan may jeopardize the 

fragile peace process underway in Afghanistan. 

Key Points 

India’s Stand: 

 India has been concerned that the Afghan peace process and premature withdrawal of 

NATO/US coalition forces could leave opportunities for terrorist networks that could target 

both Afghanistan and India. 

 As recently as May of this year, the UN issued a report providing evidence that despite 

assurances from the Taliban to the United States, Al Qaeda is still present and active in 

Afghanistan, harboured by the Taliban. 

 In India, Al Qaeda continues to run a propaganda campaign that seeks to capitalise on 

differences between the Hindu majority and Muslim minority. 

 At a recent United Nations Security Council (UNSC) meeting, convened under the Arria 

Formula (informally convened at the request of a UNSC member), India called for an 

―immediate comprehensive ceasefire‖ in Afghanistan, while welcoming all opportunities to 

bring peace to the country. 

 India also described its reconstruction and development assistance to Afghanistan over the last 

nearly two decades. 

 According to India, for durable peace in Afghanistan, there is a need to put an end to terrorist 

safe havens and sanctuaries operating across the Durand Line (in reference to Pakistan). 

 The Durand Line is the international 2,670 km land border between Afghanistan and Pakistan 

in South-Central Asia. 

 India outlined four requirements for peace and stability in Afghanistan: 

 First, the process had to be Afghan-led and Afghan-owned. 

 Second, there must be zero tolerance for terrorism. 

 Third, the gains of the last two decades cannot be lost. 

 In particular, India is convinced that the rights of women need to be strongly protected. 

Further, the rights of the minorities and the vulnerable need to be safeguarded. 

 India has invested heavily in various Infrastructure projects in the region, for example - Zaranj 

Delaram Highway, Afghan Parliament etc. 

 Fourth, the transit rights of Afghanistan should not be used by countries ―to extract political 

price from Afghanistan‖. 

 A reference to Pakistan obstructing the flow of persons and materials outside of Afghanistan, 

impacting, for instance, India-Afghanistan trade. 

 India assured Afghanistan of its support in its quest for peace during India‘s UNSC term. 

 India‘s two year term on the non-permanent seat will begin on 1st January 2021. 

China’s Stand: 

 China has called on foreign troops to leave Afghanistan in an orderly and responsible manner, 

give terrorist forces no breathing space and contribute to Afghanistan peace and reconciliation 

process. 

 China is concerned that the war-torn country Afghanistan, which shares borders with the 

volatile Xinjiang province of China, could become a breeding ground for Uighur Muslim 

militants. 

 Uighur is a predominantly Turkic-speaking ethnic group. They are primarily confined in 

China‘s northwestern region of Xinjiang and is one of the largest Muslim group in that region. 

 China insists that Uighur militants are waging a violent campaign for an independent state by 

plotting bombings, sabotage, and civic unrest. 

 China has faced international criticism over allegations that it is holding over a million people, 

mostly ethnic Uyghurs, in internment camps in Xinjiang to curb religious extremism. 

 USA's withdrawal also coincides with its move to lift the ban on the Uighur militant group - 

the East Turkestan Islamic Movement (ETIM). 

 China is averse to ETIM, an al-Qaeda backed militant group regrouping in Afghanistan to 

carry out attacks in Xinjiang. 

 ETIM was designated as a terrorist organisation by the UN's 1267 counter-terrorism committee 
in 2002 for its alleged association with al-Qaida, Osama bin Laden and the Taliban. 
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IMPORTANT FACTS FOR PRELIM  

UMANG International 
The Ministry of Electronics and Information Technology, in coordination with the Ministry of External 

Affairs, has launched an international version of the government‘s UMANG app. 

 The international version of UMANG app called ‗UMANG International‘ was launched to 

mark three years of UMANG (UMANG App was launched in 2017). 

Key Points 

 Coverage: The international version is for select countries that include USA, UK, Canada, 

Australia, UAE, Netherlands, Singapore, Australia and New Zealand. 

 Expected Benefits: 

 It will help Indian international students, NRIs and Indian tourists abroad, to avail Government 

of India services, anytime. 

 It will also help in taking India to the world through ‗Indian Culture‘ services available on 

UMANG and create interest amongst foreign tourists to visit India. 

UMANG App: 

 The UMANG mobile app (Unified Mobile Application for New-age Governance) is a 

Government of India all-in-one single, unified, secure, multi-channel, multi-lingual, multi-

service mobile app. 

 It provides access to high impact services of various organizations of Centre and States. 

Presently it has 2000+ services. 

 The aim of UMANG is to fast-track mobile governance in India. 

 UMANG enables ‗Ease of Living‘ for Citizens by providing easy access to a plethora of Indian 

government services ranging from – Healthcare, Finance, Education, Housing, Energy, 

Agriculture, Transport to even Utility and Employment and Skills. 

 The key partners of UMANG are Employee Provident Fund Organization, Direct Benefit 

Transfer scheme departments, Employee State Insurance Corporation, Ministries of Health, 

Education, Agriculture, Animal Husbandry and Staff Selection Commission (SSC). 

 The top 3 States based on average monthly transactions are - Gujarat, Haryana and Madhya 

Pradesh. 

 UMANG was developed by the National e-Governance Division (NeGD), Ministry of 

Electronics & IT. 

 It is a ‗Digital India‘ initiative. 

 UMANG attained ‗Best m-Government service‘ award at the 6th World Government Summit 

held at Dubai, UAE in February 2018.. 

DAILY ANSWER WRITING PRACTICE 

Qns  Discuss India's position in getting closer to permanent membership of UNSC.(250 words) 

Ans:  

United Nation Security Council (UNSC) has primary responsibility, under the United Nations Charter, for 

the maintenance of international peace and security. However, the UNSC has been criticised due to its 

undemocratic nature, misuse of veto powers, etc. 

Thus, there is global consensus for UNSC reforms. In light of this, India too advocates for UNSC reforms 

and a place as a permanent member of UNSC. 

Reasons for India to be granted permanent membership in UNSC: 

 India is the largest democracy, second-most populous country and 5th largest economy in the world. 

 India acquired the status of a Nuclear Weapons State in May 1998, which brought it to the equal 

footing of the existing permanent members of UNSC. 

 India is the undisputed leader of the third world countries, as reflected by its leadership role in the 

Non-Aligned Movement and G-77 grouping. 

 Historically, India has been the founding member of the UN and has been elected for seven terms 

for a two-year non-permanent member seat. 

 India contributes one of the largest military personnels in UN peace-keeping forces. 

 India‘s candidature is supported by 4 out of 5 permanent members, G4 grouping, and the majority 

of UNGA countries. 

 Recently, India has taken a proactive role in regional and global politics. For example, Quad 
initiative, SAGAR vision, International Solar Alliance etc. 
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RoadBlocks in India’s Path 

 India being the non-signatory to NPT and CTBT, is cited as the reason by the countries opposing 

India‘s candidature. 

 China is the only permanent member of UNSC, opposing India‘s inclusion into UNSC. Thus, uses 

veto power against India's efforts to become a permanent member. 

 India is yet to prove its military prowess beyond the Indian Ocean region. 

 India heavily relies on weaponry imports from the US and Russia for its military requirements. 

 Poor performance in many socio-economic indicators like the Human Development Index 

diminishes India‘s claim to leadership. 

Conclusion 

 India‘s international profile and capabilities make it a natural claimant to become a permanent 

member in UNSC. However, in order to have a more legitimate claim, India must address its 

socio-economic indicators and dependency on military imports. 

DAILY QUIZ 

1. Consider the following statements regarding Jason Continuity of Service (Jason-CS) mission: 

1. The mission is dedicated to measuring the height of the ocean. 

2. It is a joint effort of the National Aeronautics and Space Administration (NASA) and the Indian 

Space Research Organisation (ISRO). 

Which of the statements given above is/are not correct? 

a) 1 only 

b) 2 only 
c) Both 1 and 2 

d) Neither 1 nor 2 

2. With reference to the UMANG app, consider the following statements: 

1. It was developed by the National e-Governance Division (NeGD), Ministry of Electronics & IT. 

2. It provides access to high impact services of various organizations of central government only. 

Which of the statements given above is/are correct? 

a) 1 only 
b) 2 only 

c) Both 1 and 2 

d) Neither 1 nor 2 

3. With reference to Negative Yield Bonds, consider the following statements: 

1. These are debt instruments that offer to pay the investor a maturity amount lower than the 

purchase price of the bond. 

2. These are generally issued by central banks or governments. 

Which of the statements given above is/are correct? 

a) 1 only 

b) 2 only 

c) Both 1 and 2 

d) Neither 1 nor 2 

4. With reference to Masala Bond, consider the following statements: 

1. Masala Bonds are rupee-denominated bonds to raise funds from the overseas market in Indian 

rupees. 

2. Any corporate body except Indian banks is eligible to issue these bonds overseas. 

Which of the statements given above is/are correct? 

a) 1 only 

b) 2 only 

c) Both 1 and 2 

d) Neither 1 nor 2 

5. The Arria Formula, an informal arrangement of discussion is related to? 

a) North Atlantic Treaty Organization (NATO) 

b) World Trade Organization (WTO) 

c) International Labour Organization (ILO) 

d) United Nations Security Council (UNSC) 
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