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ABSTRACT: - On 8 November 2016, the Government of India announced 

the Demonetization of all 500 and 1000 banknotes of the Mahatma Gandhi 

Series. The government claimed that the action would curtail the shadow 

economy and crack down on the use of illicit and counterfeit cash to fund 

illegal activity and terrorism. Demonetization is an act of cancelling the legal 

tender status of a currency unit in circulation. Anticipating positive changes 

on the liquidity structures as a whole, nations often adopt Demonetization at some or the other point 

to control situations such as inflation and to boost economy. In November, Indian government banned 

the high denomination notes of Rs 1000 and Rs 500 as move to curb counterfeiting and money 

laundering. The changes did invite a lot of trouble to public in the beginning but it all seemed worth 

that, as far as the long terms effects were concerned. 
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INTRODUCTION: -  Demonetization is the process of withdrawal of a particular form of currency 

from circulation. It becomes necessary whenever there is a change in the national currency. The old 

unit of currency must be retrieved and replaced with a new currency unit. It involves either 

introducing new notes or coins of the same denomination or completely replacing the old 

denominations with the new denomination which is usually carried out as an ambush on the black 

market. The opposite of demonetization is remonetization, in which a form of payment is restored as 

legal tender. There are several economic as well as social impacts of demonetization. it can reduce 

inflation, improve the economy, and result in financial behavior change among citizens. However, if 

not managed well, it may cause a lot of economic hardships to the people. How the process is 

managed immensely determines its effects on the economy of a country. 

OBJECTIVES OF THE STUDY: -  

1 To understand the concept of demonetization 

2 To discuss the positive points of demonetization 

3 To study the negative points of demonetization 

4 To explain its effect on different factors 

POSITIVE IMPACTS OF DEMONITISATION: - 

1 OVER HAWALA TRANSACTIONS: -Demonetization has badly affected the hawala rackets. 

Hawala is a method of transferring money without any actual money movement. Intelligence reports 

indicate that hawala route is mainly used as a means to ease money laundering and terror financing. 


