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Key Highlights -  Rate Front 

 MPC keeps repo rate unchanged at 5.15%.  

 MPC keeps reverse repo rate unchanged at 4.9%.  

 MPC keeps monetary policy stance unchanged at “accommodative”. 

 MPC votes 6-0 to keep rates unchanged.  

 MPC pegs FY21 growth at 6%.  

 MPC sees Q4 FY20 inflation at 6.5%; H1 FY21 inflation at 5.4-5%. 

 

Key Highlights - Liquidity Framework  

 RBI accepts recommendations of committee on liquidity management. 

 Weighted average call rate to remain operating target. 

 RBI to ensure adequate liquidity as warranted "unrestricted by 
quantitative ceilings". 

 RBI to introduce Long Term Repo Operations for one and three year 
tenures. These will not replace open market operations. 

 

Key Highlights - Incentives For Credit Flow  

 RBI provides incentive to spur credit flow for auto, residential housing, 
MSME loans.  

 Banks will not need to set aside CRR against incremental lending to 
these segments.  

 Restructuring scheme for MSME loans extended by a year.  

 Floating rate loans to medium enterprises to be linked to external 
benchmark.  

 No asset classification downgrade for one year for certain delayed 
commercial real estate projects. 
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Easing of global trade 
uncertainties should encourage 

exports and spur investment 
activity. The breakout of the 

coronavirus may, however, impact 
tourist arrivals and global trade.  

According to policy statement, the growth outlook will be influenced by 
several factors. First, private consumption, particularly in rural areas, is 
expected to recover on the back of improved rabi prospects. The recent 
rise in food prices has shifted the terms of trade in favour of agriculture, 
which will support rural incomes. Second, the easing of global trade 
uncertainties should encourage exports and spur investment activity. The 
breakout of the coronavirus may, however, impact tourist arrivals and 
global trade. Third, monetary transmission in terms of a reduction in 
lending rates and financial flows to the commercial sector has progressed 
vis-à-vis the last policy, and this could spur both consumption and 
investment demand. Fourth, the rationalization of personal income tax 
rates in the Union Budget 2020-21 should support domestic demand 
along with measures to boost rural and infrastructure spending. Taking 
into consideration the above factors, GDP growth for FY21 is projected at 
6.0% – in the range of 5.5-6.0% in H1 and 6.2% in Q3. 

MPC noted that, inflation outlook is also likely to be influenced by several 
factors. First, food inflation is likely to soften as onion prices fall rapidly in 
response to arrivals of late kharif and rabi harvests. Higher vegetables 
production is also likely to have a salutary impact on food inflation. On the 
other hand, the recent pick-up in prices of non-vegetable food items, 
specifically in milk and in pulses due to a shortfall in kharif production are 
all likely to sustain. These factors could impart some upward bias to 
overall food prices. Second, crude prices are likely to remain volatile due 
to unabating geo-political tensions and uncertain global economic 
outlook. Third, there has been an increase in input costs for services, in 
recent months. However, subdued demand conditions, muted pricing 
power of corporate and the correction in energy prices may limit the pass-
through to selling prices. Fourth, domestic financial markets remain 
volatile, which may have an influence on the inflation outlook. Fifth, base 
effects would turn favourable during Q3:FY21. Sixth, the increase in 
customs duties on items of retail consumption in the budget may result in 
only a marginal one-time uptick in inflation. Taking into consideration 
these factors, and under the assumption of a normal south west monsoon 
in FY21, the CPI inflation projection is revised upwards to 6.5% for Q4 
FY20; 5.4-5.0% for H1 FY21; and 3.2% for Q3 FY21.  

 

Growth & Inflation Outlook 

Food inflation is likely to soften as 
onion prices fall rapidly in 

response to arrivals of late kharif 
and rabi harvests. Higher 

vegetables production is also 
likely to have a salutary impact on 

food inflation going forward. 
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RBI announced long-term 
repurchase agreements (repos) of 
one-year and three-year tenors of 

appropriate sizes, totaling INR1 
lakh crore at the policy repo rate, 
from the fortnight beginning on 

February 15.  

The banking regulator also announced long term repo operations to 
ensure comfortable liquidity conditions. The RBI announced long-term 
repurchase agreements (repos) of one-year and three-year tenors of 
appropriate sizes, totaling INR1 lakh crore at the policy repo rate, from 
the fortnight beginning on February 15. These long term repo operations 
will not replace open market operations. 

It can be noted that the longest repo that the RBI has so far done is of 56 
days, while most of its either overnight or for a fortnight. And given this, 
the one-year and three-year repos are a new beginning for the monetary 
authority's effort to contain cost of money. Given the very tepid demand 
for fresh loans, the banking system is flushed with over INR2.5 lakh in 
surplus liquidity. Average credit growth till the last fortnight of January 
was a low 7.21%. 

In four straight reductions since the beginning of last February, the RBI 
has cumulatively cut the repo rate by 135 bps to a nine-year low of 5.15%. 

As against the reduction of 135 bps, transmission to various money and 
corporate debt market segments up to January 31, 2020 ranges from 146 
bps to 190 bps, while banks' lending has been a far cry of this at around 
40 bps reduction. 

The weighted average lending rate on fresh rupee loans sanctioned by 
banks declined by 69 bps and the same on outstanding rupee loans by 13 
bps during February-December 2019. 

  
 

Long-Term Repo Operation 
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The RBI announced a series of steps intended to improve the flow of 
funds to a weak economy. The RBI announced the following measures:  

 Banks will be given cash reserve ratio relief on incremental auto loans, 
retail housing loans and all micro, small and medium enterprises 
loans. This, the RBI hopes, will incentivise banks to lend to these 
sectors.  

 The relief on CRR will be available on loans given between January 30 
and July 31, in an attempt to speed up credit flow.  

The RBI had earlier reduced risk weights on retail loans, excluding credit 
card loans, to incentivise the flow of credit. 

Scheme To Recast MSME Loans Extended:  

The RBI will extend the one-time restructuring scheme for loans to 
MSMEs till December 31. The recast scheme, announced in January last 
year, was to expire on March 31. Goods and services tax-registered 
companies whose MSME accounts are in default as on Jan. 1, 2020 will be 
eligible for the one-time restructuring. This will benefit the eligible MSME 
entities which could not be restructured under the provisions of the 
circular dated Jan. 1, 2019 as also the MSME entities which have become 
stressed thereafter. 

The RBI said it’s a one-time dispensation. Last year, when the scheme was 
announced, analysts had pointed out that this could be the regulator’s 
return to forbearance.  

Relief To Commercial Real Estate:  

The regulator also announced measures to ease the stress on the 
commercial real estate sector. Borrowers facing repayment pressures 
because of situations beyond their control would be allowed to extend 
the date of commencement of commercial operations by a year. This 
extension would be allowed without classifying the loan account as a non-
performing asset. This would complement the initiatives taken by the 
government of India in the real estate sector. It’s in line with the RBI 
guidelines on other non-infrastructure loans. 

 
 

Retail, MSME Credit  

The relief on CRR will be available 
on loans given between January 
30 and July 31, in an attempt to 

speed up credit flow. 
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   Indian Government 10 Year Bond Yield India’s CPI & WPI Trend 
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 RBI’s Monetary Policy Stance Intraday Indian Government 10Y Bond Yield  

India’s GDP Growth Trend India’s Fiscal Deficit Trend 
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 Spike in vegetable prices, which has been higher than expected, is likely to reverse in ensuing months. 
However, the full impact of the recent telecom tariff hikes is also yet to play out. Hence, we expect average CPI 
inflation to remain above 6% upto Q2 FY21, before cooling off to below 5% level in H2 FY21. As such, we 
continue to expect an extension of pause on repo rate until H1 FY21.  

 It is encouraging that the RBI has started to explore various options to support overall growth environment. We 
think this will support to regenerate economic growth. 

Outlook 



7 

 

Disclaimer 

Analyst Certification:  
We /I, Sutapa Biswas, Research Analyst(s) of Stewart & Mackertich Wealth Management Limited (in short “Stewart & Mackertich/ the 
Company”), authors and the names subscribed to this Research Report, hereby certify that all of the views 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.  



8 

 

Disclaimer 

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 
objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent 
judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may 
vary because of changes in interest rates, foreign exchange rates or any other reason. Stewart & Mackertich accepts no liabilities 
whatsoever for any loss or damage of any kind arising out of the use of this Research Report. Past performance is not necessarily a 
guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing 
in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not 
predictions and may be subject to change without notice. 
 
Since associates of Stewart & Mackertich are engaged in various financial service businesses, they might have financial interests or 
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. 



9 

 

Disclaimer 

The Research Analysts might have served as an officer, director or employee of the subject company. 
 
Neither the Research Analysts nor Stewart & Mackertich have been engaged in market making activity for the companies mentioned in 

the Research Report. 
 
Stewart & Mackertich may have issued other Research Reports that are inconsistent with and reach different conclusion from the in-
formation presented in this Research Report.  

 
Stewart & Mackertich submit’ s that no material disciplinary action has been taken on the Company by any Regulatory Authority im-
pacting Equity Research Analysis activities.  
 

This Research Report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or 
located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to 
law, regulation or which would subject Stewart & Mackertich and affiliates to any registration or licensing requirement within such 
jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. 
Persons in whose possession this document may come are required to inform themselves of and to observe such restriction. 

 
For queries related to compliance of the report, please contact: -  

Sudipto Datta, Compliance Officer  

Stewart & Mackertich Wealth Management Ltd.  

Vaibhav, 4 Lee Road, Kolkata 700020, West Bengal, India. 

Contact No.: +91 33 4011 5414 /91 33 6634 5414 

Email Id.: compliance@smifs.com / sudipta@smifs.com 

Website: www.smifs.com  


