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 MPC cuts Repo Rate by 25 bps to 6%. 

 The reverse repo rate has also been cut by 25 bps to 5.75%. 

 The rate for Marginal Standing Facility has been cut by 25 bps and 

stands at 6.25%. 

 MPC keeps stance at ‘Neutral’. 

 MPC votes 4-2 to cut repo rate. 

 MPC pegs GDP growth for FY20 at 7.2% as compared to 7% in FY19. 

 MPC voted 5-1 to keep stance at 'Neutral’. 

 RBI expects CPI inflation at 2.9 - 3% in H12019-20 and 3.5 - 3.8% in 

H2:2019-20, with risks broadly balanced. 

 CRR has remained unchanged at 4%. 

 RBI allows banks to use an additional 2% from SLR bucket for the 

purpose of Liquidity Coverage Ratio. 

 RBI defers external benchmarking of retail loans pending further 

consultations. 

 Capacity Utilization in the manufacturing sector improved to 75.9% in 

Q3 vs 74.8% in Q2, which exceeded the long term average. 

 CPI inflation rose to 2.6% in February, after months of continuous 

decline.  

 MPC notes that output gap remains negative & domestic economy is 

facing headwinds. 

  Urban consumption may get support from election spending, tax 

exemptions and strong flow of personal loans. 
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On the supply side, the second 
advance estimates of the CSO placed 
the growth of real gross value added 
(GVA) lower at 6.8% in FY2018-19 as 
compared with 6.9% in FY2017-18.  

Second advance estimates for FY2018-19 released by the Central Statistics Office 
(CSO) in February 2019 revised India’s real gross domestic product (GDP) growth 
downwards to 7.0% from 7.2% in the first advance estimates. Domestic 
economic activity decelerated for the third consecutive quarter in Q3 of FY2018-
19 due to a slowdown in consumption, both public and private. However, gross 
fixed capital formation (GFCF) growth remained in double digits for the fifth 
consecutive quarter in Q3, with the GFCF to GDP ratio rising to 33.1% in Q3 of 
FY2018-19 against 31.8% in Q3 of FY2017-18, supported primarily by the 
government’s thrust on the road sector and affordable housing. The drag on 
aggregate demand from net exports also moderated in Q3 due to a marginal 
acceleration in exports and a sharp deceleration in imports led by a decline in 
crude oil prices.  
 
On the supply side, the second advance estimates of the CSO placed the growth 
of real gross value added (GVA) lower at 6.8% in FY2018-19 as compared with 
6.9% in FY2017-18. GVA growth slowed down to 6.3% in Q3 due to a 
deceleration in agriculture output from the record level achieved in the previous 
year. Industrial GVA growth remained unchanged in Q3, with manufacturing GVA 
growth slowing somewhat. Services GVA growth also remained unchanged in 
Q3; while growth in construction activity accelerated, there was some loss of 
momentum in public administration, defence and other services.  
 
Export growth remained weak in January and February 2019 mainly due to 
exports of petroleum products decelerating in response to a fall in international 
crude oil prices. Among non-oil exports, engineering goods, chemicals, leather 
and marine products recorded either sequentially lower or negative growth. As 
in the case of exports, lower international crude oil prices downsized the oil 
import bill. Non-oil non-gold imports declined sharply, dragged down by the 
subdued demand for pearls and precious stones, transport equipment, project 
goods and vegetable oils. The trade deficit narrowed in February 2019 – both 
sequentially and on a year-on-year basis – to its lowest level in 17 months. This, 
along with the increase in services exports and lower outgo of income payments, 
resulted in narrowing of the current account deficit sequentially.  
 
Outlook: GDP growth for FY2019-20 in the February policy was projected at 7.4% 
in the range of 7.2-7.4% in H1, and 7.5% in Q3 – with risks evenly balanced. 
According to MPC, since then, there are some signs of domestic investment 
activity weakening as reflected in a slowdown in production and imports of 
capital goods. The moderation of growth in the global economy might impact 
India’s exports. On the positive side, however, higher financial flows to the 
commercial sector augur well for economic activity. Private consumption, which 
has remained resilient, is also expected to get a fillip from public spending in 
rural areas and an increase in disposable incomes of households due to tax 
benefits. Business expectations continue to be optimistic. Taking into 
consideration the above factors, the MPC now projected GDP growth of 7.2% for 
FY2019-20 – in the range of 6.8-7.1% in H1 of FY2019-20 and 7.3-7.4% in H2 – 
with risks evenly balanced.  

Export growth remained weak in 
January and February 2019 mainly due 

to exports of petroleum products 
decelerating in response to a fall in 

international crude oil prices. 

GDP growth for FY2019-20 in the 
February policy was projected at 7.4% 

in the range of 7.2-7.4% in H1, and 
7.5% in Q3 – with risks evenly 

balanced. 

India’s GDP Story 
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India’s CPI inflation rose to 2.6 per cent in February after four months of continuous decline. The uptick in inflation 
was driven by an increase in prices of items excluding food and fuel and weaker momentum of deflation in the food 
group. However, inflation in the fuel group collapsed to its lowest print in the new all India CPI series. Within the 
food group, deflation in four sub-groups – vegetables, sugar, pulses and fruits – continued in February. Egg prices 
moved into inflation after remaining in deflation in previous three months, while inflation ticked up in all other food 
sub-groups. Inflation in the fuel and light sub-group collapsed from 4.5% in December to 1.2% in February. Prices of 
liquefied petroleum gas (LPG) declined sharply, pulled down by the lagged impact of the softening of international 
energy prices. The prices of firewood, with the second largest weight in the fuel group, also declined. Electricity 
slipped into deflation in January and February. Inflation in kerosene remained elevated, however, reflecting the 
impact of the calibrated increase in its administered price. CPI inflation excluding food and fuel declined to 5.2% in 
January, but rose to 5.4% in February, driven by a broad-based pick-up in inflation in the personal care and effects, 
and recreation and amusement sub-groups. However, inflation in the clothing and footwear, and transport and 
communication sub-groups fell, the latter reflecting the reduction in petrol and diesel prices. Inflation in the health 
and education sub-groups remained elevated, even though it moderated markedly during January-February vis-à-vis 
December.  
 
Outlook: In the sixth bi-monthly monetary policy resolution of February 2019, CPI inflation was projected at 2.8% for 
Q4 of FY2018-19, 3.2-3.4% for H1 of FY2019-20 and 3.9% for Q3 OF FY2019-20. Actual inflation outcomes averaged 
2.3% in January-February. According to MPC, the inflation path during FY2019-20 is likely to be shaped by several 
factors. First, low food inflation during January-February will have a bearing on the near-term inflation outlook. 
Second, the fall in the fuel group inflation witnessed at the time of the February policy has become accentuated. 
Third, CPI inflation excluding food and fuel in February was lower than expected, which has imparted some 
downward bias to headline inflation. Fourth, international crude oil prices have increased by around 10% since the 
last policy. Fifth, inflation expectations of households as well as input and output price expectations of producers 
polled in the Reserve Bank’s surveys have further moderated. Taking into consideration these factors and assuming 
a normal monsoon in 2019, MPC revised the path of CPI inflation downwards to 2.4% in Q4 of FY2018-19, 2.9-3.0% 
in H1 of FY2019-20 and 3.5-3.8% in H2 of FY2019-20, with risks broadly balanced. 
 
 
 

RBI’s First Bi-Monthly Monetary Policy Review (2019-20) 

Inflation update 
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Retail inflation, measured by y-o-y change in the CPI, rose to 2.6 per cent in February after four months of 
continuous decline. The uptick in inflation was driven by an increase in prices of items excluding food and fuel 
and weaker momentum of deflation in the food group. However, inflation in the fuel group collapsed to its 
lowest print in the new all India CPI series.  
 
Inflation in the fuel and light sub-group collapsed from 4.5 per cent in December to 1.2 per cent in February. 
Prices of liquefied petroleum gas (LPG) declined sharply, pulled down by the lagged impact of the softening of 
international energy prices. The prices of firewood, with the second largest weight in the fuel group, also 
declined. Electricity slipped into deflation in January and February. Inflation in kerosene remained elevated, 
however, reflecting the impact of the calibrated increase in its administered price.  
 
High frequency indicators of the services sector suggest significant moderation in activity. Sales of commercial 
vehicles contracted during February. Other indicators of the transportation sector, viz., port freight traffic and 
international air freight traffic, also contracted. However, indicators of the construction sector, viz., 
consumption of steel and production of cement, continued to show healthy growth. The hotels sub-segment 
showed some improvement in foreign tourist arrivals in January and international air passenger traffic in 
February. The services PMI continued to be in expansion zone for the tenth consecutive month in March 2019.  
 
On the supply side, the second advance estimates of the CSO placed the growth of real gross value added (GVA) 
lower at 6.8 per cent in 2018-19 as compared with 6.9 per cent in 2017-18. GVA growth slowed down to 6.3 per 
cent in Q3 due to a deceleration in agriculture output from the record level achieved in the previous year. 
Industrial GVA growth remained unchanged in Q3, with manufacturing GVA growth slowing somewhat. Services 
GVA growth also remained unchanged in Q3; while growth in construction activity accelerated, there was some 
loss of momentum in public administration, defence and other services.  
 
Financial markets continued to be driven by monetary policy stances of key central banks and movements in 
crude oil prices. In the US, the equity market witnessed some selling pressure in the last week of March on weak 
economic data. Equity markets in EMEs gained, benefitting from country-specific factors and easing of global 
financing conditions. Bond yields in the US softened, slipped into negative territory in Germany and dipped 
further into negative territory in Japan as central banks signalled softer stances. Bond yields in most EMEs have 
been falling in tandem with those in AEs and on the improving inflation outlook. In currency markets, the US 
dollar has traded with an appreciating bias in recent weeks. EME currencies have traded with a depreciating bias 
on country-specific factors and on fears of a weakening economic outlook in China.  

Key Notes from Monetary Policy  
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   Indian Government 10 Year Bond Yield India’s CPI and WPI Trend 

 MPC notes that the output gap remains negative & the domestic economy is facing headwinds, especially on 
the global front. 

 
 Capacity utilization in the manufacturing sector, however, as measured by the Reserve Bank’s order books, 

inventory and capacity utilization survey improved to 75.9% in Q3 from 74.8% in Q2 exceeding its long-term 
average. 

 
 Inflation in the fuel and light sub-group collapsed from 4.5% in December to 1.2% in February.  
 
 Beyond the near term, several uncertainties cloud the inflation outlook.  

 
 
 

RBI’s Monetary Policy Stance 

RBI’s First Bi-Monthly Monetary Policy Review (2019-20) 

Key Quotes by MPC 
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India’s GDP Growth Trend INR Vs US Dollar 

India’s Fiscal Deficit Trend     India’s Trade Deficit Trend 

Brent Crude Price Trend (In $/bbl)      India’s Industrial Production Trend 

RBI’s First Bi-Monthly Monetary Policy Review (2019-20) 

Source: RBI, Bloomberg, SMIFS Research 

68.94

55.00

60.00

65.00

70.00

75.00

80.00

Apr-2014 Apr-2015 Apr-2016 Apr-2017 Apr-2018 Apr-2019

66.31

0

20

40

60

80

100

120

140

Apr-2014 Apr-2015 Apr-2016 Apr-2017 Apr-2018 Apr-2019

0.00%

1.00%

2.00%

3.00%

4.00%

5.00%

6.00%

7.00%

8.00%

9.00%

2.50%

6.00%
6.40%

4.90%

5.70%

4.90%
4.60%

4.10%
3.90%

3.50% 3.50% 3.40% 3.40%

0.00%

1.00%

2.00%

3.00%

4.00%

5.00%

6.00%

7.00%

FY08 FY09 FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20

-20

-18

-16

-14

-12

-10

-8

-6

-4

-2

0

-2%

0%

2%

4%

6%

8%

10%



7 

 

RBI’s First Bi-Monthly Monetary Policy Review (2019-20) 

25 bps cut in the repo rate will push the credit growth in the economy. It will be a much needed stimulus which the 
corporates were expecting. 
 
RBI has also deferred the external benchmarking of the retail loans till further consultations, so banks can continue 
pricing their loans as per their respective MCLRs. The slight uptick in CPI inflation is positive, which indicates that 
demand for consumables will increase & hence positive for FMCG companies.  
 
 
The cut in repo rate will further help the automobile sector as it would lead to uptick in demand, as the industry 
had been facing slowdown due to the rate hike & increased insurance cost.  

There has been a drop in 
yield post monetary policy 
results were out. 

Intraday Indian Government 10Y Bond Yield Chart 

Market Impact 

There was a fall in 
bond yield, the       
moment rates were 
revised. 

There was a sharp spike 
witnessed in the 10 year 
Govt Bond Yield, which 
indicates that the market 
was expecting a 50 bps rate 
cut. 
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Analyst Certification:  
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expressed in this Research Report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of 

our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this Research Report. 

It is also confirmed that We/I the above mentioned Research Analyst(s) of this Research Report have not received any compensation 

from the subject companies mentioned in the Research Report in the preceding twelve months and do not serve as an officer, director 

or employee of the subject companies mentioned in the Research Report. 

 

Terms & Conditions and Other Disclosures: 

Stewart & Mackertich Wealth Management Ltd is engaged in the business of Stock Broking, Depository Services, Portfolio Management 

and Distribution of Financial Products. Stewart & Mackertich Wealth Management Ltd Limited is a registered as Research Analyst Entity 

with Security & Exchange Board of India (SEBI) with Registration Number – INH300001474.  

 

Stewart & Mackertich and our associates might have investment banking and other business relationship with a significant percentage 

of companies covered by our Investment Research Department. Stewart & Mackertich generally prohibits its analysts, persons 

reporting to analysts and their relatives from maintaining a financial interest in the securities or derivatives of any companies that the 

analysts cover. 

 

The information and opinions in this Research Report have been prepared by Stewart & Mackertich and are subject to change without 

any notice. The Research Report and information contained herein is strictly confidential and meant solely for the selected recipient 

and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or 

reproduced in any form, without prior written consent of Stewart & Mackertich Wealth Management Ltd. While we would endeavor to 

update the information herein on a reasonable basis, Stewart & Mackertich is under no obligation to update or keep the information 

current. Also, there may be regulatory, compliance or other reasons that may prevent Stewart & Mackertich from doing so. Non-rated 

securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with 

applicable regulations and/or policies of Stewart & Mackertich Wealth, in circumstances where Stewart & Mackertich might be acting 

in an advisory capacity to this company, or in certain other circumstances. 

 

This Research Report is based on information obtained from public sources and sources believed to be reliable, but no independent 

verification has been made nor is its accuracy or completeness guaranteed. This Research Report and information herein is solely for 

informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for 

securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this 

Research Report at the same time. Stewart & Mackertich will not treat recipients as customers by virtue of their receiving this Research 

Report.  
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Nothing in this Research Report constitutes investment, legal, accounting and tax advice or a representation that any investment or 

strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this Research 

Report may not be suitable for all investors, who must make their own investment decisions, based on their own investment 
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whatsoever for any loss or damage of any kind arising out of the use of this Research Report. Past performance is not necessarily a 
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in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not 
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beneficial ownership in various companies including the subject company/companies mentioned in this Research Report. 

 

Stewart & Mackertich or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity 

securities of the Company mentioned in the Research Report as of the last day of the month preceding the publication of the Research 

Report.  

 

Stewart & Mackertich encourages independence in Research Report preparation and strives to minimize conflict in preparation of 

Research Report. Accordingly, neither Stewart & Mackertich and their Associates nor the Research Analysts and their relatives have 

any material conflict of interest at the time of publication of this Research Report or at the time of the Public Appearance, if any.  

 

Stewart & Mackertich or its associates might have managed or co-managed public offering of securities for the subject company or 

might have been mandated by the subject company for any other assignment in the past twelve months. 

 

Stewart & Mackertich or its associates might have received any compensation from the companies mentioned in the Research Report 

during the period preceding twelve months from the date of this Research Report for services in respect of managing or co-managing 

public offerings, corporate finance, investment banking, brokerage services or other advisory service in a merger or specific transaction 

from the subject company. 

 

Stewart & Mackertich or its associates might have received any compensation for products or services other than investment banking 

or brokerage services from the subject companies mentioned in the Research Report in the past twelve months. 

 

Stewart & Mackertich or its associates or its Research Analysts did not receive any compensation or other benefits whatsoever from 

the subject companies mentioned in the Research Report or third party in connection with preparation of the Research Report. 

 

Compensation of Research Analysts is not based on any specific Investment Banking or Brokerage Service Transactions.  
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