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Abstract 
 On November 8, 2016, The Indian government brought a  major change in the economic 

environment by demonetising the high value currency notes – of Rs 500 and Rs 1000 

denomination. These ceased to be legal tender money . There were lots of doubts  about its 

possible impact on various parameters of the economy. This article discuss in detail about the 

impact of Demonetization on various micro and macro economic variables like GDP Growth, 

Inflation, Industrial growth, Agriculture, Consumer Lending etc. This Descriptive study  is based 

on secondary data . After analysing the data it has been found that the most doubts of  have not 

come true. Demonetisation did not have much  negative impact on the economy as it was feared. 
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Introduction 
Demonetisation is the legal act of rendering existing currency notes invalid, and replacing them by new 

currency notes of same or different denominations. It is a shock therapy intended to destroy accumulated 

illegal cash(which is not legal wealth) and restore the faith of honest taxpaying citizens. In its latest 

edition Modi government announced demonetization  of 500 and 1000 notes on November 8, 2016. For 

India this surgical strike is not new. India has witnessed demonetization in 1946, 1978 and now in 2016.  

Objectives of the Study 

1. To understand demonetization and the earlier cases of Demonetisation in Indian 

Economy 

2. To study the impact of Demonetisation on Macro Economic factors like GDP, Inflation 

etc. 

3. To analyse the impact of Demonetisation on Micro Economic factors. 

4. To analyse the impact of Demonetisation on the Banking Sector. 

Research Methodology;   The present paper is a descriptive research based on secondary 

data. The data has been collected from mainly newspapers and internet.  
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