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MONETARY POLICY COMMITTEE (MPC)

MEETING HIGHLIGHTS

April 7, 2021

>> Rates unchanged and status quo with Repo @4%, Rev Repo @
3.35% with Marginal Standing Facility (MSF) & Bank Rate both @
4.25%.

>> MPC unanimously voted for status quo

>> MPC members vote continued accommodative stance as long
as necessary.

>> Decisions taken considering medium term target of CPI inflation
of 4%, with +/-2% fluctuation.

>> Next MPC meeting scheduled between June 2 to 4, 2021.
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>> CPl inflation trajectory is likely to be subjected to both upside & downside pressures.
>> Food grains production in 2020-21 should sustain softening of cereal prices going forward.

>> Firm international prices, reduced import duties & incentives enhancing domestic productivity could
sustain a better demand-supply balance for edible oils over the medium-term.

>> Reduction in excise duties and cesses & state level taxes could provide some relief to consumers
amidst recent easing of international crude prices.

>> Inflation expectations of urban households one year ahead showed a marginal increase than over the
three months ahead horizon according to the Reserve Bank’s March 2021 survey.

>> CPI inflation is now projected as 5.0 per cent in Q4:2020-21; 5.2 per cent in Q1:2021-22, 5.2 per cent in
Q2, 4.4 per cent in Q3 and 5.1 per cent in Q4, with risks broadly balanced.

>> Rural demand remains buoyant backed by record agriculture production for 2020-21.

>> Urban demand gaining strength back due to normalization of economic activity & ongoing vaccination
drive.

>> Fiscal stimulus should provide strong support to investment demand and exports.

>> Firms engaged in manufacturing, services and infrastructure polled by the Reserve Bank in March 2021
were optimistic about a pick-up in demand and expansion in business activity into 2021-22.

>> Consumer confidence has dipped with the recent surge in COVID infections in some states imparting
uncertainty to the outlook.

>> The projection of real GDP growth for 2021-22 is retained at 10.5 per cent consisting of 26.2 per cent in
Q1, 8.3 per cent in Q2, 5.4 per cent in Q3 and 6.2 per cent in Q4.

>> The supply side pressures on inflation could persist with demand side pull remaining moderate.
>> Normalization of global supply chains could partially offset rising cost-push pressures.

>> Urgent concerted & coordinated policy actions by Centre and States can mitigate domestic input costs
such as taxes on petrol and diesel and high retail margins.

>> Continued policy support remains necessary amidst the renewed jump in COVID-19 infections in certain
parts of the country & the associated localised lockdowns.

>> The MPC decided to continue with the accommodative stance as long as necessary to sustain growth on

a durable basis and continue to mitigate the impact of COVID-19 on the economy, while ensuring that
inflation remains within the target going forward.

- Beacon Research & Analytics Wing (R.A.W.)

DISCLAIMER: This article provides general information only. It is not intended as professional and/or financial advice nor
does any information in this article constitute a comprehensive or complete statement of the matters discussed or the law relating
thereto. The information presented in this article is subject to change without notice. It may therefore not be accurate or current.
The information in this newsletter is not intended as an offer or recommendation to buy, sell or call on any security, product,

service or investment. Beacon’s Research team examines and updates the information in this article regularly. In spite of all our
care and work, data still can have changed since our last update. Data presented may not be accurate or up to date due to such
changes or due to other reasons. Therefore, Beacon Trusteeship Limited does not accept any liability or guarantee for the
accuracy or completeness of the information presented here and does not warrant that the information is up to date.
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