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RBI keeps repo rate unchanged at 6% for the 
fourth time; Central bank's stance signals 
positive change 
 
The RBI Governor Urjit Patel-led monetary policy committee (MPC) maintained status quo on repo 

rate - at 6 per cent for the fourth time and retained its “neutral” stance, in its first bi-monthly policy 

review of 2018-19. The policy decision was in line with the market expectations. Reverse repo was 

kept unchanged at 5.75 per cent. No changes were made to cash reserve ratio (CRR) and statutory 

liquidity ratio (SLR), which stand at 4 per cent and 19.5 per cent. The statement was more dovish 

than expected particularly because of the cut in inflation forecasts. Five on the six-member 

monetary policy committee voted for the decision, with one seeking a hike.  

 

Key Policy Stance 

 The RBI revised CPI inflation projection for 2018-19 to 4.7-5.1 per cent in the first half of the 

financial year and 4.4 per cent in the second half, including the HRA impact for central 

government employees, with risks tilted to the upside. The central bank believes that 

inflation concerns have eased substantially in recent weeks following a crash in vegetable 

prices, which are expected to keep price pressures soft for the next few months. Howver, 

rising crude oil prices, hovering around $70 dollars a barrel, looming global trade war, risks 

from slippages in government borrowing plans, hike in minimum support prices (MSP) for 

the summer-sown kharif crop for this year, and a below normal monsoon rains can; 

however, lead to rise in inflation. 

 

 Moreover, the major risk to inflation according to the statement is in the area of budgets of 

both the central and state governments. The first part is the deficit which will add to 

inflation. But the other aspect is more statistical where the revised pay commission 

allowance on HRA across states can prolong the effect through the second half of the year 

just as the Central HRA allowance plays off. 

 

 The RBI believes that the Indian economy is poised to run to a fast growth lane, with GDP set 

to expand 7.4 percent in 2018-19, from the projected 6.6 percent in 2017-18, amid strong 

investment revival signs. The RBI warned, however, that even as global growth and trade 

have strengthened, rising trade protectionism and market volatility could derail the global 

recovery. 

 

 

 

 

 

 



 

 

 

 

 The MPC said that there are now clearer signs of revival in investment activity as reflected in 

the sustained expansion in capital goods production and still rising imports, albeit at a 

slower pace than in January. Secondly, global demand has been improving, which might 

encourage exports and boost fresh investment. 

 

Outlook 

While markets widely expected rates to remain unchanged, participants positively 

reacted to the central bank’s comments on growth and inflation. Some macro numbers 

such as the easing of consumer price index (CPI) and better GDP (gross domestic 

product) figure and latest monsoon reports projecting the normal forecast paved the 

way for RBI to keep its stance neutral.  

 

However, the RBI chose to take a cautious path. There are plenty of uncertainties 

around the global trade such as hardening of crude oil prices, rising gold prices, the 

uncertainties surrounding the globe in the wake of trade wars and the U.S. Fed move on 

rate hike; have all combined to add up further to the policy challenges in the near term.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

DISCLAIMER 
This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice 

to you. TATA Capital Financial Services Limited (‘TCFSL’) is not soliciting any action based upon it. Nothing in this research report shall be 

construed as a solicitation to buy or sell any security or product, or to engage in or refrain from engaging in any such transaction. It does not 

constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of the reader.  

This research report has been prepared for the general use of the clients of the TCFSL and must not be copied, either in whole or in part, or 

distributed or redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the 

information in this research report in any way. Though disseminated to all the customers simultaneously, not all customers may receive this 

report at the same time. TCFSL will not treat recipients as customers by virtue of their receiving this report. Neither this document nor any 

copy of it may be taken or transmitted into the United States (to US Persons), Canada or Japan or distributed, directly or indirectly, in the 

United States or Canada or distributed, or redistributed in Japan to any residents thereof. The distribution of this document in other 

jurisdictions may be restricted by the law applicable in the relevant jurisdictions and persons into whose possession this document comes 

should inform themselves about, and observe any such restrictions.  

It is confirmed that, the author of this report has not received any compensation from the companies mentioned in the report in the 

preceding 12 months. No part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific 

recommendations or views in this research. The analyst(s), principally responsible for the preparation of this research report, receives 

compensation based on overall revenues of TCFSL and TCFSL has taken reasonable care to achieve and maintain independence and 

objectivity in making any recommendations.  

Neither TCFSL nor its directors, employees, agents, representatives shall be liable for any damages whether direct or indirect, incidental, 

special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information contained 

in this report.  

The report is based upon information obtained from sources believed to be reliable, but TCFSL does not make any representation or 

warranty that it is accurate, complete or up to date and it should not be relied upon as such. It does not have any obligation to correct or 

update the information or opinions in it. TCFSL or any of its affiliates or employees shall not be in any way responsible for any loss or 

damage that may arise to any person from any inadvertent error in the information contained in this report. TCFSL or any of its affiliates or 

employees do not provide, at any time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including 

without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this 

report should rely on their own investigations. This information is subject to change without any prior notice. TCFSL reserves at its absolute 

discretion the right to make or refrain from making modifications and alterations to this statement from time to time. Nevertheless, TCFSL is 

committed to providing independent and transparent recommendations to its clients, and would be happy to provide information in 

response to specific client queries.  

Certain transactions -including those involving futures, options and other derivatives as well as non-investment grade securities - involve 

substantial risk and are not suitable for all investors. Reports based on technical analysis centers on studying charts of a stock’s price 

movement and trading volume, as opposed to focusing on a company’s fundamentals and as such, may not match with a report on a 

company’s fundamentals.  

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an 

adviser, whether the advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There are 

risks involved in securities trading. The price of securities can and does fluctuate, and an individual security may even become valueless. 

International investors are reminded of the additional risks inherent in international investments, such as currency fluctuations and 

international stock market or economic conditions, which may adversely affect the value of the investment. Neither TCFSL nor the director 

or the employee of TCFSL accepts any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this 

research report and/or further communication in relation to this research report.  

We and our affiliates, officers, directors, and employees worldwide may: (a) from time to time, have long or short positions in, and buy or 

sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn 

brokerage or other compensation or act as a market maker in the financial instruments of the company (ies) discussed herein or act as 

advisor or lender / borrower to such company (ies) or have other potential conflict of interest with respect to any recommendation and 

related information and opinions.  

Investments in securities are subject to market risk; please read the SEBI prescribed Combined Risk Disclosure Document prior to investing. 
Derivatives are a sophisticated investment device. The investor is requested to take into consideration all the risk factors before actually 
trading in derivative contracts. Our research should not be considered as an advertisement or advice, professional or otherwise. 

 

 

 



 

 

 

 

General Disclosure: 

Registered office of Tata Capital Financial Services Limited (“TCFSL”) is Tata Capital Financial Services Limited, One Forbes, Dr. V.B Gandhi 

Marg, Fort, Mumbai – 400001.  

TCFSL is registered with the Reserve Bank of India as an NBFC-ND-SI.  

TCFSL is also registered with SEBI as Investment Adviser, Registration no. INA000002215 and with IRDA as a Corporate Agent of TATA AIA & 

TATA AIG, Composite Corporate Agent License No: 10194868.  

TCFSL is also engaged in Mutual Fund Distribution business and is registered with AMFI (AMFI Registration no. ARN No. 84894.)  

TCFSL distributes:  

(a) Mutual Fund Schemes of TATA Mutual Fund  

(b) Life Insurance Policies of Tata AIA Life Insurance Company Limited  

(c) General Insurance Policies of TATA AIG General Insurance Company Limited  

TCFSL advises on various products and services to its clients based on independent objective criteria and sound principles of financial 

planning based on customer’s financial goals. TCFSL may advise clients on debt securities but does not enter into principal to principal 

transactions with its advisory clients for such debt securities. No material disciplinary action has been taken on TCFSL by any Regulatory 

Authority pertaining to Investment Advisory activities. Please note that all Mutual Fund Investments are subject to market risks, read all 

scheme related documents carefully before investing for full understanding and detail.  

TCFSL gets commission from the AMC for mutual fund distributed in the range of 0.05% to 1.00% for investment made through TATA 

Capital. TCFSL receives commission ranging from (0)% to (30)% as First year commission and renewal commission ranging from (0) % to (5)% 

on Life Insurance Policies bought through TCFSL. TCFSL receives commission ranging from (0)% to (15) % on General Insurance Policies 

bought through TCFSL. TCFSL receives commission ranging from (0 )% to (1.70 )% on Corporate Fixed deposit made through TCFSL  

Please note that the above charges may change from time to time and are exclusive of statutory levies like Service tax, Security Transaction 

tax, Stamp Duty, Exchange transaction charges, SEBI turnover fee etc. TCFSL does not recommend any transaction which is required to be 

dealt with on a Principal to Principal basis.  

Further, kindly note that there is no obligation/ compulsion on you to buy or invest in products mentioned in financial plan through TCFSL 

and you may invest in these products/services at your discretion through any other product distributor or service provider.  

TCFSL is an authorized composite corporate agent and does not underwrite the risk or act as an insurer. The contents herein above shall not be 

considered as an invitation or persuasion to invest. Insurance is the subject matter of the solicitation. 

 


