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T
he Securities Markets Code of 2025 
contains a drafting error in Clause 
93(b) so small that it is monosyllabic. 
The conjunction used is “or.” It should 
be “and.” In ordinary writing, this 
would be a copy-editor’s note. In a 

provision that carries up to ten years of imprison-
ment, a fine of ₹25 crore and qualifies as a sched-
uled offence under India’s Prevention of Money-
Laundering Act (PMLA), the difference between 
these two words is the difference between a law 
that targets guilty traders and one that can ensnare 
every investor who reads the morning newspaper 
before placing a trade.

Clause 93(b) prohibits a person from dealing in 
securities “while in possession of material or non-
public information that would affect the value 
of such securities.” The target is obvious: front-
running, or trading akin to insider dealing that 
exploits information asymmetry, corrupts price 
discovery and destroys investor confidence. The 
instinct is right. The drafting is not. As written, the 
clause creates two independent sufficient condi-
tions, either of which by itself triggers the prohibi-
tion. A person who possesses information that is 
material but entirely public is caught. A person 
who possesses information that is non-public 
but wholly immaterial is caught too. On a literal 
reading, an institutional fund manager who trades 
after studying a company’s publicly released quar-
terly results possesses information that is, beyond 
argument, material. If the market has not yet fully 
priced in those results, the information may also 
affect the value of the securities. Clause 93(b), read 
with ‘or,’ reaches that fund manager. Parliament 
surely does not intend this.

The real vice that securities law across every 
major jurisdiction has identified is the following 
combination: information that is simultaneously 
material and non-public. Trading mischief arises 
in this conjunction, not in either qualifier sepa-
rately. An investor trading on public information, 
however significant, is doing precisely what effi-
cient markets depend on. An investor trading on 
non-public information that is wholly immaterial 
gains no meaningful advantage and causes no mar-
ket harm. The law is designed to catch only the 
person who trades while knowing something the 
market does not know and would care about if it 
did. That person can be identified only when both 
conditions are present together. ‘Or’ captures too 
much; ‘and’ captures exactly enough.

Every significant securities jurisdiction encodes 
this as a conjunctive standard. In the US, the con-
cept is Material Non-Public Information (MNPI), a 
compound noun in which the conjunctive logic is 
embedded in the very terminology. The Securities 
and Exchange Commission’s insider trading 
framework under Rule 10b-5 of the US Securities 

Exchange Act of 1934 has never treated materiality 
and non-public character as alternatives. They are 
a single, inseparable test. The UK’s Market Abuse 
Regulation requires inside information to be both 
precise and not generally available—both condi-
tions together. This reflects a considered under-
standing, refined over decades, of where harm lies 
and where not.

An irony is that this is not a new error in Indian 
securities law. Section 12A of the Securities and 
Exchange Board of India (Sebi) Act of 1992 carried 
the same formulation and the Securities Markets 
Code (SMC) has simply reproduced it without cor-
rection. Indian securities regulation had arrived at 
the right answer through its own regulatory evolu-
tion. The Sebi (Prohibition of Insider Trading) 
Regulations of 2015 built their framework around 
Unpublished Price Sensitive Information (UPSI), 
which captures information that is both price-sen-
sitive and unpublished. The two qualities are not 
presented as alternatives anywhere in Sebi’s pre-
vention of insider trading (PIT) regulations. The 
Justice N.K. Sodhi Committee, constituted to 
review the PIT framework, recognized this align-
ment directly when it observed that MNPI in inter-
national usage and UPSI in Indian regulation are 
interchangeable concepts, both requiring materi-
ality and non-public conditions to be met together. 
In other words, Indian regulation  corrected 
through subordinate legislation what the parent 
statute got wrong. The SMC had an opportunity to 
codify that correction into the statute itself. It has 
instead carried forward the error of Section 12A, so 
the conjunctive understanding under PIT regula-
tions survive only in subordinate legislation rather 
than in the Code that governs everything else. That 
is a significant step backward.

Clause 93(b) presents a second difficulty that 
compounds the first. The phrase “deal in securi-
ties” has been the subject of intense and unre-
solved judicial contest for years. Courts and the 
Securities Appellate Tribunal (SAT) have grappled 
repeatedly with whether “dealing” requires a com-
pleted transaction—an executed purchase or sale—
or whether placing an order, instructing a broker 
or any preparatory step suffices. Sebi’s whole-time 
members and adjudicating officers have on occa-
sion held that dealing extends even to advising on 

securities, a reading that stretches the phrase well 
beyond its natural meaning. In front-running, 
which is the primary mischief Clause 93(b) is 
designed to address, harm occurs before any trans-
action is completed. A dealer who receives advance 
knowledge of a large client order and places per-
sonal positions ahead of it has already exploited 
information asymmetry at the moment those posi-
tions are placed. Whether profits are later realized 
is secondary. In multiple enforcement orders, Sebi 
has held that ‘dealing’ encompasses ordering and 
instructing. The SAT has not always agreed. These 
inconsistencies have generated contested enforce-
ment that weakens deterrence while exposing 
intermediaries to unpredictable liability. The SMC 
could have resolved this by defining “deal in secu-
rities” for the purposes of Chapter XII, but has not. 
As ambiguity survives, litigation will continue.

Both difficulties are compounded by a third: 
Clause 93(b) is not a standalone provision. It sits 
within the market abuse chapter, whose violations, 
under Clause 96, attract criminal punishment and 
PMLA consequences. The interpretive latitude 
currently exercised by Sebi’s enforcement officers 
and inconsistently reviewed by the SAT will now 
translate directly into criminal prosecutions and 
Enforcement Directorate attachment proceed-
ings. The stakes of definitional imprecision are 
thus constitutional. A person imprisoned under 
Clause 93(b), or whose assets are attached under 
the PMLA, is entitled to know with certainty from 
the statute what conduct triggered this. The cur-
rent text does not provide that certainty.

The fixes are not complex. Replace ‘or’ with 
‘and.’ This correction will align the SMC with the 
UPSI framework Indian regulation developed. For 
“deal in securities,” Parliament’s Standing Com-
mittee on Finance should insert a definition for 
Chapter XII that expressly includes placing orders 
and instructing intermediaries, so that front-run-
ning is captured where it actually occurs rather 
than made contingent on transaction completion. 
Since these are technical rather than political fixes, 
India’s legislative process should welcome them.

A provision governing criminal liability and 
PMLA consequences must say exactly what it 
means. Revisions need to be made before the Code 
is enacted.

A single word could criminalize 
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Y
ou might think that the world’s sup-
ply chains are returning to normal 
now that oil appears to be flowing 

unhindered from the West Asian Gulf for 
the first time in four months. Watch out for 
what is happening on the other side of the 
Arabian Sea, though. The key input into 
another sort of value chain is misfiring just 
when it is needed most: India’s monsoon 
rainfall.

It might seem strange to liken the 
weather to a component of an industrial 
system, but that is the way it has worked in 
India for millennia. The arrival of the 
southwestern monsoon during June has 
long been so weirdly regular that you can 
set a just-in-time agricultural calendar by 
it. Europeans had little warning of the heat-
wave currently bearing down on the conti-
nent until recently, but a near two-week 
delay in rains reaching Mumbai this week 
was enough to provoke nervous headlines.

The concern is understandable. June is 
normally the key planting time for rainy-
season kharif crops such as rice, cotton and 
millet, but farmers need to wait for the first 
showers to pass before seeding their fields. 
With the month almost over, the lack of 
rainfall is disrupting India’s $300 billion 
farm economy as decisively as a chip short-
age would upend an automotive factory. 
The super El Niño developing over the 
Pacific Ocean threatens to make things 
even worse.

The worst of the dry spell has hit central 
India and the Deccan—an agricultural 
heartland stretching from Rajasthan, Guj-
arat, Maharashtra and Karnataka states in 
west India and through Uttar Pradesh, 
Madhya Pradesh, Chhattisgarh and Telan-
gana further inland. The region accounts 
for about 90% of India’s soya bean and sug-
arcane crop, 80% of its cotton production 
and 70% of its peanuts and pulses, such as 
lentils and chickpeas. It is also vital for 
fruits and vegetables, giving it an outsized 
impact on the prices paid in markets across 
the country.

Consider Nashik. The farming district 
northeast of Mumbai is the heart of India’s 
onion country. It is a politically salient 
crop, because of the way onion price infla-
tion can eat into household spending (and 
occasionally topple governments). Failures 
of monsoon rainfall routinely lead to price 
spikes in August and September as the 
country runs short. Rainfall in Nashik this 
month has been running at just 16% of the 
long-term average.

A few months ago, the main concern for 
India’s farms was that the conflict over the 
Strait of Hormuz would interrupt supplies 

of urea—a fertilizer raw material that India 
largely obtains from Gulf natural gas. 
Those fears were overblown, but rainfall is 
an even more important input for the farm 
economy—and the supply tightness there 
is, if anything, intensifying.

The interaction between the numerous 
factors affecting the Indian monsoon is not 
fully understood, but it is unlikely that El 
Niño, first declared just a few weeks ago, is 
the key driver of its late onset. As the year 
goes on, however, it is expected to drive the 
weakest monsoon in 11 years. Whatever 
crops have survived late sowing will take 
another blow from parched growing con-
ditions.

The effects will be felt well beyond 
India’s farms. By hitting staple crops for 
cooking oil, sugar, cotton and cheap pro-
tein, current dry conditions will feed 
through into inflation, which is running at 
its highest levels since early 2025. The 
Reserve Bank of India has already flagged 
this year’s abnormal weather conditions as 
a risk to its economic forecasts.

Counteracting the impact could spread 
the pain even further. After the late onset of 
rains and early-season flooding in 2023, 
New Delhi steadied the domestic rice mar-
ket by banning exports, cutting off a global 
trade that depends on India for about 40% 
of its supplies. Similar restrictions are now 
widely expected for sugar.

India’s economy is no longer as vulnera-
ble to natural and human-made disasters as 
it once was. Stockpiles of fertilizer helped 
it ride out the impact of the Iran war. The 
amount of rice in warehouses has grown by 
nearly half since the 2023 export ban, so 
that crucial crop is amply supplied. Wheat 
is in a similar situation. The spread of irri-
gation, crop science and improved logistics 
mean the food system as a whole is far more 
resilient.

All of those innovations, however, are 
racing to keep up with the widening dam-
age from a climate that is inexorably wor-
sening. Across South Asia, almost a quarter 
of the world’s population has relied for 
centuries on the dependable annual pulse 
of monsoon rainfall. Global warming is 
making the arrival of that vital input less 
predictable and more prone to devastating 
droughts and floods when it does arrive. As 
the coming super El Niño develops, we will 
all feel the impact. ©BLOOMBERG

El Niño could disrupt a crucial 
link in India’s farm value chain

The possibility of sparse monsoon rainfall has the country on edge

Global warming is making rainfall patterns 

less predictable. BLOOMBERG
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weakening fiscal discipline. Central bank 
backstops should be carefully designed to be 
temporary and targeted, to address market 
stress without encouraging irresponsible 
behaviour. 

To preserve the purchasing power of 
households and firms, central banks must 
remain resolute in their mission to achieve 
price stability in the public interest. They 
must be able to do this without short-term 
political interference. This allows them to 
anchor inflation expectations and stabilize 
long-term interest rates. 

Regulation also has a crucial role. Policy-
makers must apply similarly stringent stan-
dards to similar risks, whether they originate 
in banks or non-banks. Strengthening safe-
guards will enhance the resilience of the 
financial system.

To lay the groundwork for a more stable 
and resilient global economy, policymakers 
must navigate the cross-currents of AI 
progress and the perils of higher inflation 
potentially persisting, high public debt and 
financial vulnerabilities. Delays will be costly 
and increase the chance of tough choices in 
the future. Addressing these challenges will 
require decisive action across monetary, fis-
cal and regulatory policies as well as contin-
ued international cooperation. 

lic finances already under strain. Inflation has 
made a comeback. The Strait of Hormuz’s 
closure was the latest in a sequence of supply 
shocks. It triggered a crisis in the supply of 
energy and other raw materials, driving a 
surge in prices across the globe that may lin-
ger. A key question is whether initial price 
rises will get ingrained. Memories of the pan-
demic-era inflationary spiral remain fresh, 
heightening the risk that businesses and 
households could lock into a cycle of higher 
prices. Such dynamics put further pressure 
on increasingly indebted public purses.

AI represents the most transformative 
technological breakthrough of our genera-
tion. It promises leaps in productivity to boost 
consumption and drive long-term growth. 
But other outcomes are possible. AI-driven 
automation could also lead to job losses, 
dampening consumption, stifling innovation 
and ultimately capping economic growth. Its 
impact on inflation is equally uncertain. 
Thus, policymakers must tread carefully, bal-
ancing the promise of AI-fuelled productivity 
with the risks of uneven economic gains. 

The current wave of AI optimism has also 
sparked an investment boom that carries the 
risk of overheating. History offers cautionary 
tales, from the railway mania of the 1840s to 
the dotcom bubble of the late 1990s, of specu-

G
lobal economic pressure points are 
complicating central banks’ mission 
to preserve price and financial stabil-

ity. Financial and fiscal fault lines may imperil 
economic progress and threaten future pros-
perity. The tide may turn on the artificial 
intelligence (AI) boom and persistent infla-
tion from more frequent supply shocks. 

While the economy and financial system 
have proven resilient so far, we cannot take 
this for granted. Today’s challenges demand 
decisive and disciplined action to reinforce 
economic foundations and safeguard the 
financial system for the future. Public policy 
must focus on three priorities: securing price 
stability, restocking the public purse and 
shoring up financial stability beyond the 
banking perimeter. 

In the Bank for International Settlements’ 
Annual Economic Report (bit.ly/4vBlzcW), we 
highlight four pressure points for the global 
economy: resurgent inflation, AI exuberance 
and financial vulnerabilities; compounding 
these risks (and fourth), is a backdrop of pub-

Use policy discipline to tackle economic pressure points 
Pablo Hernández de Cos
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unwind sharply in the face of rising interest 
rates or disappointing AI payoffs. A larger 
footprint for non-banks adds another layer of 
complexity. Hedge funds have taken on an 
increasingly large role in sovereign debt mar-
kets, becoming major holders of government 
bonds—especially in major advanced econo-

mies. Their reliance on 
short-term funding makes 
the system more fragile. 

This evolving landscape 
has created a new sover-
eign-financial nexus, where 
stress could spread rapidly 
across borders and between 
financial institutions of all 
stripes. Sovereign bond val-
ues are increasingly prone 
to sharp shifts, reflecting 
concerns about liquidity 
and fiscal sustainability. 
High leverage can amplify 
such shifts, increasing the 

risk of market dysfunction. 
These pressures create challenges for cen-

tral banks. There may be cause to step in to 
stabilize malfunctioning markets. Yet, fre-
quent or large-scale interventions carry sig-
nificant costs, including encouraging exces-
sive risk-taking, blurring policy signals and 

lative excesses set off by tech breakthroughs. 
AI could follow a similar path if investment 
fails to deliver lofty returns. A growing reli-
ance on debt amplifies risks, making the sec-
tor more vulnerable to abrupt corrections.

Future fiscal pressures could unfold under 
less benign conditions than in the past. 
Growing strains on the 
public purse span both 
advanced and emerging 
market economies. Debt 
levels are near post-World 
War II highs. Governments 
tend to spend aggressively 
during downturns, yet fail 
to rebuild buffers during 
periods of growth. The 
point at which debt turns 
unsustainable is uncertain. 

Governments need to 
consolidate their budgets 
during good times to create 
space for manoeuvre dur-
ing adverse shocks, which intensify pressures 
on public spending. The focus should be on 
boosting productivity, expanding the tax 
base, attracting private capital and freeing up 
resources for critical infrastructure.

Financial vulnerabilities may be reaching 
a tipping point. Stretched asset prices can 
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