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KEY HIGHLIGHTS:
Context of the News

Prime Minister Narendra Modi visited
Seychelles as the Guest of Honour during its
50th National Day celebrations.
India and Seychelles elevated cooperation by
announcing 19 bilateral outcomes covering
maritime security, defence, Blue Economy,
digital payments, healthcare, space, education,
and climate action.
India reiterated its vision of a secure, inclusive
and prosperous Indian Ocean under the SAGAR
(Security and Growth for All in the Region)
doctrine.

Key Points
Strategic & Defence Cooperation

India gifted:
One Fast Patrol Vessel (FPV).
10 Utility Vehicles.
5 Laser Radial Class Boats.

Completed refit of PS Zoroaster for the
Seychelles Coast Guard.
Upgraded a Dornier maritime surveillance
aircraft with a glass cockpit.
Cooperation expanded in:

Maritime Domain Awareness (MDA)
EEZ surveillance
Search & Rescue (SAR)
HADR
Anti-piracy operations

Bilateral Agreements
Extradition Treaty
UPI-based Digital Payments
Peaceful Uses of Outer Space
EXIM Bank Line of Credit
New Seychelles National Hospital Project

Blue Economy
Sustainable fisheries
Marine resource conservation
Coastal resilience
Ocean-based renewable energy
Marine biodiversity protection

Climate Cooperation

India reiterated the principle of Climate Justice and
Common but Differentiated Responsibilities (CBDR-
RC).
Emphasis on supporting Small Island Developing
States (SIDS) affected disproportionately by climate
change.

Static Linkages
SAGAR (2015): India's maritime vision for security and
development in the Indian Ocean.
MAHASAGAR (2025): Expanded vision focusing on
Mutual and Holistic Advancement for Security and
Growth Across Regions.

SeychellesIsland nation in the Western Indian
Ocean.
Capital: Victoria
Member of Indian Ocean Rim Association (IORA).
Classified as a Small Island Developing State
(SIDS).
UNCLOS, 1982EEZ extends up to 200 nautical
miles.
Coastal states enjoy sovereign rights over marine
resources.
Blue EconomySustainable utilization of ocean
resources for economic growth while preserving
marine ecosystems.
India's Maritime Security ArchitectureInformation
Fusion Centre–Indian Ocean Region (IFC-IOR)
Indian Ocean Naval Symposium (IONS)
Colombo Security Conclave
SAGAR Vision

Critical Analysis
Positives

Strengthens India's strategic presence in the Western
Indian Ocean.
Enhances maritime security and EEZ surveillance.
Promotes India's role as a Net Security Provider.
Deepens cooperation under SAGAR and
MAHASAGAR.
Expands India's Digital Public Infrastructure (UPI).
Supports sustainable Blue Economy initiatives.

Challenges
Rising geopolitical competition in the Indian Ocean.
Climate vulnerability of island nations.
Illegal fishing, piracy and transnational maritime
crimes.
Limited implementation capacity in SIDS.
Need for sustained financial and technical assistance.

Way Forward
Deepen maritime cooperation through joint
surveillance and capacity building.
Expand Blue Economy partnerships under IORA.
Strengthen climate adaptation support for SIDS.
Promote Digital Public Infrastructure (UPI, Digital
Identity).
Enhance connectivity with East Africa and the
Western Indian Ocean.
Increase cooperation in renewable energy, marine
research and disaster resilience.
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KEY HIGHLIGHTS:
Context of the News

The Directorate General of Shipping (DGS)
withdrew its June 13, 2026 restrictions on
Indian seafarers and Indian-flagged vessels
operating in the Persian Gulf through a
notification dated June 26, 2026.
The earlier restrictions were imposed following
attacks on merchant vessels amid escalating
tensions in West Asia.
The International Maritime Organization (IMO)
temporarily suspended evacuation efforts for
stranded ships due to renewed hostilities.
Indian vessels have been advised to maintain
enhanced security and coordinate with
maritime security agencies while transiting
through the Strait of Hormuz.

Key Points
Directorate General of Shipping (DGS)Apex
maritime regulatory authority under the
Ministry of Ports, Shipping and Waterways.
Regulates merchant shipping, maritime
safety, and welfare of seafarers.

Indian vessels operating in the Gulf region have
been advised to:

Maintain heightened security vigilance.
Monitor navigational and security
advisories.
Coordinate with:

United Kingdom Maritime Trade
Operations (UKMTO)
Maritime Information Cooperation
Centre (MICC)
Indian Navy
Indian Missions abroad
DGS.

Shipowners are required to undertake
independent risk assessment before transiting
conflict-prone waters.
The decision reflects India's calibrated
approach of balancing maritime trade
continuity with security considerations.

Static Linkages

Strait of HormuzConnects the Persian Gulf
with the Gulf of Oman.
Lies between Iran and Oman (Musandam
Peninsula).
One of the world's most important maritime
chokepoints for global crude oil and LNG
trade.
United Nations Convention on the Law of the
Sea (UNCLOS), 1982Provides the principle of
Transit Passage through international straits
used for international navigation.
Ensures freedom of navigation while
respecting coastal State sovereignty.
International Maritime Organization
(IMO)Specialized agency of the United
Nations.
Headquarters: London, United Kingdom.
Functions:

Maritime safety
Maritime security
Prevention of marine pollution
Development of international shipping
standards.

India's Maritime Security InitiativesSAGAR
(Security and Growth for All in the Region)
Information Fusion Centre–Indian Ocean
Region (IFC-IOR)
Maritime Anti-Piracy Act, 2022
Maritime India Vision 2030

Critical Analysis
Significance

Ensures continuity of India's maritime trade and
energy supply chains.
Reflects a risk-based rather than blanket
regulatory approach.
Reinforces India's commitment to freedom of
navigation.
Supports India's vision of becoming a leading
maritime nation.

Challenges
Escalating geopolitical tensions in West Asia.
Threat to Indian seafarers and merchant vessels.
Higher insurance and freight costs.
Risk of disruption in crude oil and LNG imports.

Way Forward
Strengthen Maritime Domain Awareness (MDA).
Enhance coordination with IMO and regional
maritime security agencies.
Expand naval presence in critical Sea Lines of
Communication (SLOCs).
Diversify energy import routes and strengthen
Strategic Petroleum Reserves (SPR).
Improve safety protocols and emergency
preparedness for Indian seafarers.
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KEY HIGHLIGHTS:
Context of the News

Pope Leo XIV, in his encyclical Magnifica
Humanitas, advocated binding legal regulation
of Artificial Intelligence (AI), emphasizing
protection of human dignity, accountability,
and democratic values.
The debate gains significance amid the rapid
rise of Generative AI, deepfakes, algorithmic
decision-making, and AI-driven misinformation.
For India, expanding digital infrastructure and
AI adoption necessitate a balanced regulatory
framework that safeguards constitutional
rights while promoting innovation.

Key Points
AI increasingly influences:

Recruitment and employment
Credit and insurance decisions
Healthcare delivery
Education
Governance and public services

Major concerns:
Algorithmic bias and discrimination
Deepfakes and synthetic media
Electoral misinformation
Privacy and data protection
Concentration of digital power in Big Tech
Foreign information manipulation
India's AI Governance FrameworkDigital
Personal Data Protection Act, 2023
Information Technology Act, 2000
IndiaAI Mission (2024)

Important Global Initiatives:

UNESCO Recommendation on the Ethics of
AI (2021)
OECD AI Principles (2019)
EU Artificial Intelligence Act

Static Linkages
Article 14 – Equality before Law
Article 19(1)(a) – Freedom of Speech and
Expression
Article 21 – Right to Life and Personal Liberty
Justice K.S. Puttaswamy v. Union of India
(2017) – Right to Privacy as a Fundamental
Right
Digital Personal Data Protection Act, 2023
Information Technology Act, 2000

Critical Analysis
Significance

Improves efficiency in governance and service
delivery.
Supports innovation and economic growth.
Enhances healthcare, agriculture and
education.

Challenges
Threat to privacy and data security.
Bias in AI algorithms affecting equality.
Deepfakes undermining electoral integrity.
Lack of transparency and accountability.
Platform monopolies influencing public
discourse.
Regulatory framework lagging behind
technological advancement.

Way Forward
Enact a comprehensive AI governance law
based on constitutional principles.
Ensure human oversight for high-risk AI
systems.
Strengthen implementation of the Digital
Personal Data Protection Act, 2023.
Mandate transparency and independent
auditing of AI systems.
Promote digital and media literacy to counter
misinformation.
Develop indigenous, responsible AI under the
IndiaAI Mission.
Enhance international cooperation on AI
governance.
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KEY HIGHLIGHTS:
Context

India and the United Kingdom concluded the
Comprehensive Economic and Trade
Agreement (CETA) after nearly three years of
negotiations.
The agreement is scheduled to enter into force
on 15 July 2026.
It is the U.K.'s most significant trade agreement
since Brexit and one of India's most
comprehensive FTAs.
The agreement aims to deepen bilateral trade,
investment, services, supply chain integration,
and economic cooperation.

Key Points
Trade Impact

Bilateral trade (2025): £48 billion
Projected increase in bilateral trade: £25.5
billion annually (long term)
Estimated GDP gains:

India: £5.1 billion
U.K.: £4.8 billion

Tariff Liberalisation
99% of U.K. tariff lines become duty-free for
Indian exports.
India will reduce or eliminate tariffs on 90% of
tariff lines for U.K. goods.

Major Indian Export Sectors Benefitting
Textiles & Apparel
Leather & Footwear
Gems & Jewellery
Marine Products
Engineering Goods
Pharmaceuticals
IT & Professional Services

Major U.K. Export Sectors Benefitting
Automobiles
Aerospace
Medical Devices
Whisky & Spirits

Professional Services
Trade Facilitation

Simplified customs procedures.
Faster customs clearance.
Digital trade provisions.
Improved market access for services.
Transparent Rules of Origin.

Protected Sensitive Sectors
India

Dairy
Edible Oils

United Kingdom
Sugar
Milled Rice
Poultry
Pork
Eggs

New Generation FTA Features
Digital Trade
Anti-Corruption
Labour Standards
Environment
Gender
Sustainable Development

Static Linkages
GATT Article XXIV permits Free Trade
Agreements provided they cover "substantially
all trade."
Rules of Origin (RoO): Determine the economic
nationality of goods and prevent trade
deflection.
Trade Facilitation Agreement (WTO): Simplifies
customs procedures and reduces transaction
costs.
Most Favoured Nation (MFN): Equal treatment
to WTO members unless covered under an FTA.
National Treatment: Imported goods receive
treatment similar to domestic goods after
entry into the market.
Comprehensive Economic Partnership
Agreement (CEPA): Covers trade in goods,
services, investment, and economic
cooperation.

Critical Analysis
Significance

Enhances India's export competitiveness.
Supports labour-intensive manufacturing.
Expands services exports.
Strengthens Global Value Chain integration.
Diversifies export markets beyond traditional
partners.
Attracts higher foreign investment.

CIVILS WITH AKASH

CIVILS WITH AKASH

CIVILS WITH AKASH

CIVILS WITH AKASH

CIVILS WITH AKASH

CIVILS WITH AKASH

CIVILS WITH AKASH

CIVILS WITH AKASH



Reinforces India-U.K. Comprehensive Strategic
Partnership.

Challenges
Increased import competition for domestic
industries.
Compliance with stringent SPS and TBT
standards.
Low utilisation of FTAs by Indian MSMEs.
Complex Rules of Origin requirements.
Risk of sector-specific trade deficits.
Need for improved logistics and export
competitiveness.

Way Forward
Improve FTA utilisation through exporter
awareness.
Strengthen MSME export readiness.
Upgrade quality standards and certification
infrastructure.
Enhance logistics under PM Gati Shakti.
Promote value-added manufacturing under
Make in India.
Expand India's participation in Global Value
Chains.
Regularly assess FTA outcomes and safeguard
sensitive sectors.
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KEY HIGHLIGHTS:
Context

The Ministry of Health & Family Welfare has
expanded Schedule H2 from a brand-specific
list to entire therapeutic classes of drugs.
The initiative aims to strengthen drug
traceability, curb counterfeit medicines,
improve quality control, and enhance India's
pharmaceutical regulatory framework.
It complements reforms under the Jan Vishwas
Act, 2026, promoting risk-based regulatory
enforcement.

Key Points
Schedule H2

Introduced in 2022–23 for selected high-
risk medicines.
Now covers entire therapeutic classes
instead of selected brands.

QR Code/Barcode will contain
Product Identifier
Manufacturing Licence Number
Batch Number
Expiry Date
Unique Serial Number

Objectives
Prevent counterfeit and substandard
medicines.

Enable rapid recall of defective batches.
Improve supply-chain traceability.
Strengthen pharmacovigilance.
Enhance export credibility.

Why Needed?
WHO has highlighted the prevalence of substandard
and falsified medicines, particularly antimicrobials.
India faces a significant burden of Antimicrobial
Resistance (AMR) due to irrational and poor-quality
antibiotic use.
International regulators have raised concerns
regarding India's pharmaceutical quality standards.

Static Linkages
Drugs and Cosmetics Act, 1940 – Primary legislation
regulating manufacture, sale and distribution of drugs.
Drugs Rules, 1945 – Operational framework for drug
regulation.
Central Drugs Standard Control Organisation (CDSCO)
– National drug regulatory authority.
Drugs Controller General of India (DCGI) – Approves
new drugs and regulates clinical trials.
Pharmacovigilance Programme of India (PvPI) –
Monitors adverse drug reactions.
National Action Plan on Antimicrobial Resistance (NAP-
AMR) – India's strategy to combat AMR.
Drug regulation is implemented jointly by the Centre
and States.

Critical Analysis
Positives

Improves drug authentication and traceability.
Reduces circulation of counterfeit medicines.
Enables faster recall of defective drug batches.
Supports efforts to tackle AMR.
Enhances India's pharmaceutical export reputation.
Promotes risk-based regulation instead of revenue-
based regulation.

Challenges
High compliance costs for MSME pharmaceutical
manufacturers.
Need for interoperable digital infrastructure across
States.
Limited awareness among pharmacists and consumers.
Data privacy concerns regarding prescription
information.
Capacity constraints in State drug regulatory
authorities.

Way Forward
Develop a national real-time medicine verification
database.
Strengthen CDSCO–State regulator coordination.
Support MSMEs through financial and technical
assistance.
Integrate drug traceability with Ayushman Bharat
Digital Mission.
Increase consumer and pharmacist awareness.
Strengthen post-market surveillance and quality
testing.
Ensure robust data protection for digital prescription
records.
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KEY HIGHLIGHTS:
Context of the News

The Chief Ministers of Karnataka, Andhra
Pradesh and Telangana, along with the Union
Jal Shakti Minister, inaugurated 33 newly
installed spillway gates at the Tungabhadra
Dam (25 June 2026).
The development follows the August 2024
crest gate failure, which highlighted concerns
regarding dam safety, ageing infrastructure
and reservoir management.
The event also renewed focus on inter-State
water cooperation, the Upper Bhadra Project,
and reservoir siltation.

Key Points
River: Tungabhadra (largest tributary of the
Krishna River)
Origin: Formed by the confluence of Tunga and
Bhadra rivers at Kudli (Karnataka).
States Covered: Karnataka, Andhra Pradesh
and Telangana.
Dam Location: Vijayanagara district, Karnataka.
Completed: 1953.

Purpose:Irrigation
Hydropower
Drinking water supply
Flood moderation

Irrigation Coverage: ~16.4 lakh acres.

Original Storage Capacity: 133 TMC ft.
Present Storage Capacity: ~106 TMC ft (due to
siltation).
Water releases are regulated through the
Tungabhadra Board.
The Upper Bhadra Lift Irrigation Project remains a
point of concern for downstream States over
equitable water availability.
The Union Government has proposed reservoir
desiltation and strengthening of Dam Rehabilitation
and Improvement Project (DRIP).

Static Linkages
Article 262 – Parliament's power to adjudicate inter-
State river water disputes.
Entry 17, State List & Entry 56, Union List –
Distribution of legislative powers over water.
Inter-State River Water Disputes Act, 1956.
River Boards Act, 1956.

Dam Safety Act, 2021National Dam Safety
Authority (NDSA)
National Committee on Dam Safety
State Dam Safety Organisations.
Dam Rehabilitation and Improvement Project
(DRIP)Implemented by the Central Water
Commission (CWC).
Supported by the World Bank and AIIB.

National Water Policy, 2012 – Integrated Water
Resources Management (IWRM).

Critical Analysis
Significance

Demonstrates cooperative federalism in water
governance.
Improves dam safety through modernization.
Supports irrigation and agricultural productivity.
Enhances climate resilience of critical infrastructure.

Challenges
Inter-State concerns over the Upper Bhadra Project.
Severe reservoir siltation reducing live storage.
Ageing dam infrastructure.
Increasing climate-induced extreme rainfall events.
Rising water demand from agriculture and
urbanisation.

Way Forward
Expedite DRIP implementation.
Scientific desiltation of reservoirs.
Strengthen compliance with the Dam Safety Act,
2021.
Adopt basin-level integrated water management.
Improve real-time reservoir operation and flood
forecasting.
Enhance Centre-State coordination through river
basin institutions.
Promote water-use efficiency through micro-
irrigation.
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KEY HIGHLIGHTS:
Context

The Indian Army will operationalise its first
Integrated Battle Groups (IBGs) under the XVII
Mountain Strike Corps (Panagarh) from July
2026.
Four IBGs and one Fire Support Group will be
created for rapid deployment along the Line of
Actual Control (LAC).
The move is part of the Army's ongoing force
restructuring and modernisation to improve
combat readiness and joint operations.

Key Points
Integrated Battle Group (IBG):Self-
contained, brigade-sized combined arms
formation.
Designed for swift mobilisation, high
operational flexibility, and integrated
warfare.

Composition
Around 5,000–6,000 personnel.
Includes:

Infantry
Artillery
Combat Engineers
Corps of Electronics & Mechanical
Engineers (EME)
Army Service Corps (ASC)
Signals
Medical support
Logistics elements

CommandLed by a Major General.
Designed to undertake both offensive and
defensive operations independently.
Fire Support GroupOperates directly under
the Corps Headquarters.
Expected to integrate long-range artillery,
including Divyastra Batteries.

Operational SignificanceFaster mobilisation
than conventional Corps.
Improved combined arms integration.
Better suited for mountain warfare.
Can be integrated into future Integrated
Theatre Commands (ITCs).
BackgroundConcept proposed during Army
restructuring initiated by General Bipin Rawat.
Tested during Exercise Him Vijay (2019) and
other field exercises.

Static Linkages
Hierarchy of Army FormationsCommand →
Corps → Division → Brigade → Battalion →
Company
CorpsCommanded by a Lieutenant General.
DivisionCommanded by a Major General.
BrigadeCommanded by a Brigadier.
XVII Mountain Strike CorpsRaised in 2014.
Headquarters: Panagarh, West Bengal.
Intended for offensive operations in high-
altitude terrain.
Chief of Defence Staff (CDS)Established in
2019.
Promotes jointness among the three armed
services.
Department of Military Affairs (DMA)Functions
under the Ministry of Defence.
Headed by the CDS.
Integrated Theatre CommandsAim to achieve
unified command and integrated operations of
the Army, Navy and Air Force.

Critical Analysis
Advantages

Enhances rapid response capability.
Improves combined arms operations.
Increases operational flexibility.
Strengthens deterrence along the LAC.
Supports future Integrated Theatre Commands.

Challenges
Requires seamless logistics and communication.
High training and interoperability requirements.
Resource-intensive restructuring.
Needs stronger jointness among the three
services.

Way Forward
Expedite establishment of Integrated Theatre
Commands.
Enhance indigenous ISR, drones and precision-
strike capabilities.
Strengthen joint training and network-centric
warfare.
Improve logistics and battlefield communication
systems.
Periodically assess IBG performance before
nationwide expansion.
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KEY HIGHLIGHTS:
Context

India and China have revived high-level
diplomatic engagement after improvement in
bilateral relations following the 2020 border
tensions.
During the recent meeting, NSA Ajit Doval and
Chinese Foreign Minister Wang Yi emphasized
restoring bilateral dialogue mechanisms and
expanding cooperation beyond the boundary
dispute.
The development has renewed discussions on
reviving the India–China Strategic Economic
Dialogue (SED), suspended since 2020.

Key Points 
Strategic Economic Dialogue
(SED)Launched in 2010.
First meeting held in 2011.
Six rounds conducted (2011–2019).
Suspended after the Galwan clash (2020).
ObjectivesMacroeconomic policy
coordination.
Industrial and infrastructure cooperation.
Collaboration in:

Energy security
Pharmaceuticals
High technology
Infrastructure
Resource conservation
Environmental protection.

Major IssuesPersistent India–China trade
deficit.
Dependence on China for:

APIs (pharmaceuticals)
Electronics
Solar PV modules
Industrial machinery
Rare earth processing.

Strategic SignificanceSupports resilient
supply chains.
Enhances economic security.

Balances cooperation with strategic
competition.
Complements India's Atmanirbhar Bharat
and PLI Scheme.

Static Linkages
Trade deficit = Imports > Exports.
Economic security is an integral part of
national security.
Diversified supply chains reduce strategic
vulnerabilities.
India follows Strategic Autonomy (Multi-
alignment) in foreign policy.
Border disputes and economic engagement
can proceed through separate diplomatic
mechanisms.

Critical Analysis
Advantages

Revives institutional dialogue despite
unresolved border disputes.
Can improve market access for Indian exports.
Supports cooperation in renewable energy and
critical minerals.
Strengthens regional supply-chain resilience.

Challenges
Large and persistent trade deficit.
Strategic dependence on Chinese imports.
Trust deficit due to border tensions.
Limited technology transfer.
National security concerns over investments.

Way Forward
Resume the Strategic Economic Dialogue with
sector-specific outcomes.
Reduce trade imbalance through greater
export diversification.
Strengthen domestic manufacturing under
Atmanirbhar Bharat.
Diversify critical imports and supply chains.
Continue border confidence-building measures
alongside economic engagement.
Expand cooperation in clean energy, critical
minerals and climate technologies.
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KEY HIGHLIGHTS:
Context of the News

A Gurugram-based IVF clinic is under
investigation after DNA tests allegedly showed
that a couple who underwent IVF had no
biological relation to their twin daughters born
in 2026.
The incident has raised concerns over
traceability of gametes/embryos, informed
consent, patient rights, and regulatory
oversight in India's Assisted Reproductive
Technology (ART) sector.
It has renewed attention on the
implementation of the ART (Regulation) Act,
2021.

Key Points
Assisted Reproductive Technology (ART)

ART includes medical procedures involving the
handling of gametes (sperm/egg) or embryos to
treat infertility.
Common techniques:

IVF (In Vitro Fertilisation): Fertilisation
outside the body followed by embryo
transfer.
ICSI (Intracytoplasmic Sperm Injection):
Single sperm injected directly into an egg.

ART (Regulation) Act, 2021
Objective

Regulate ART clinics and ART banks.
Prevent unethical practices.
Ensure safety and transparency in infertility
treatment.

Important Provisions

Mandatory registration of ART clinics and banks.
Establishment of National and State ART Boards.
Standard protocols for collection, storage,
identification and transfer of gametes/embryos.
Mandatory maintenance of treatment records.

Important Sections
Section 21 & 23: Record maintenance, identification,
storage protocols and inspections.
Section 31: Child born through donor-assisted ART
is the legal child of the commissioning couple.
Section 33: Abandoning or disowning a child born
through ART is a punishable offence.

Issue Highlighted
The Act regulates consensual donor-assisted ART,
but does not specifically address wrong embryo
transfer or gamete mix-up, exposing a regulatory
gap.

Static Linkages
Article 21 – Right to Life includes reproductive
autonomy, dignity and privacy.
Article 14 – Equality before law.
Article 39(f) – Protection of children's interests.
Consumer Protection Act, 2019 – Medical
negligence can amount to deficiency in service.
National Medical Commission (NMC) – Regulates
professional conduct of medical practitioners.

Critical Analysis
Positives

Comprehensive legal framework for ART regulation.
Mandatory registration and oversight of clinics.
Legal recognition and protection of children born
through ART.
Standardisation of ART procedures.

Challenges
Weak enforcement and inspection mechanisms.
Lack of digital traceability of embryos and gametes.
Regulatory gap in cases of accidental embryo
transfer.
Delayed grievance redressal.
Ethical and legal issues relating to parentage and
identity.

Way Forward
Introduce digital barcode/QR-based tracking of
gametes and embryos.
Strengthen inspections and periodic audits of ART
clinics.
Establish a time-bound grievance redressal
mechanism.
Amend the ART Act to address wrong embryo
transfer and gamete mix-up.
Ensure counselling and compensation for affected
families.
Strengthen training and accreditation of
embryologists.
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KEY HIGHLIGHTS:
Context

The Indian Rupee has recovered against the US
Dollar following easing geopolitical tensions in
West Asia.
Government bond yields have softened due to
improved market sentiment.
Decline in global crude oil and fertilizer prices
has reduced immediate inflationary pressures.
Foreign Portfolio Investors (FPIs) have resumed
investments in India's debt market.
However, renewed geopolitical tensions,
monsoon uncertainty and high public debt
continue to pose macroeconomic risks.

Key Points
External Sector

Appreciation of the Rupee reduces imported
inflation.
Lower crude oil prices help narrow the Current
Account Deficit (CAD).
Debt inflows improve foreign exchange
liquidity but remain volatile.

Government & RBI Measures
Tax incentives for FPI investment in
Government Securities.
Relaxation in External Commercial Borrowings
(ECB).
Incentives for FCNR(B) deposits to augment
foreign exchange inflows.

Concerns
Equity FPIs continue to witness net outflows.
High dependence on debt inflows increases
external vulnerability.

Fiscal pressures persist due to fuel tax
reductions and fertilizer subsidies.
Deficient monsoon (El Niño risk) may increase
food inflation.
General Government Debt remains around
80% of GDP, above the FRBM Review
Committee (N.K. Singh Committee)
recommendation of 60% of GDP.

Static Linkages
Current Account Deficit (CAD)
Balance of Payments (BoP)
Exchange Rate Appreciation & Depreciation
Imported Inflation
Foreign Exchange Reserves
Foreign Direct Investment (FDI) vs Foreign
Portfolio Investment (FPI)
External Commercial Borrowings (ECB)
FCNR(B) Deposits
Government Securities (G-Secs) & Bond Yields
Fiscal Deficit and Public Debt
FRBM Act, 2003

Critical Analysis
Positives

Lower crude prices reduce inflation and CAD.
Stable Rupee strengthens macroeconomic
confidence.
Lower bond yields reduce government
borrowing costs.
Debt inflows support foreign exchange
reserves.

Challenges
Debt inflows are short-term and reversible.
Weak FDI relative to debt inflows affects long-
term growth.
High fiscal deficit and public debt constrain
policy flexibility.
Monsoon failure may trigger food inflation.
Geopolitical disruptions remain a major
external risk.

Way Forward
Prioritize long-term FDI over volatile portfolio
flows.
Continue fiscal consolidation under the FRBM
framework.
Diversify crude oil import sources and promote
renewable energy.
Strengthen export competitiveness and
manufacturing.
Build resilient foreign exchange reserves.
Improve ease of doing business and
institutional reforms.
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