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'RBIlikely tomaintainstatus
quoasinfiationrisksweigh

The Monetary Policy Committee, headed by RBIGovernor UrjitPatel, isto meeton4and5April
TICHTROPE WALK FOR APEX BANK

b Pressure has been mounting on the RBI to cut interest rates in the wake of declin-
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he Reserve Bank of

Indiaislikely to keep

interest rates

unchanged in its first
bi-monthly monetary policy
review for financial year 2018-
19to be unveiled this week as
hardening global crude oil
prices continue to pose arisk
to domestic inflation.

This would also be the
first monetary policy
announcement after the Bud-
get, which has slightly devi-
ated from the fiscal consoli-
dation roadmap.

The six-member Mone-
tary Policy Committee (MPC),
headed by RBI Governor Urjit
Patel, is to meet on 4 and 5
April.

Pressure has been mount-
ing on the RBI to cut interest
rates in the wake of declining
retail inflation and the need
to fuel growth momentum.

However, the RBIwillhave
to do a tight-rope walk as
globally interest rates are
inching upwards.

Last month, the US Fed-
\eral Reserve raised interest

ing retail inflation and the need to fuel growth mo

rates by a quarter of a per-
centage point and signalled
that it is on track to raise
rates twice more in 2018.

Besides, the RBI has to
takeinto consideration therise
in crude oil prices which tem-
porarily touched $70 per bar-
rel.

“We expect the MPC to
keep policyrates on hold and
maintain its neutral stance,”
analysts at American bro-
kerage Morgan Stanley said in
anote. 3

mentum. However, the RBI will
have to do a tightrope walk as
globally interest rates are inch-
ing upwards

¥ Last month, the US Federal
Reserve raised interest rates by
a quarter of a percentage point
| and signalled that it is on track
to raise rates twice more in 2018

# Besides, the RBI has to take
into consideration the rise in crude
oil prices which temporarily
touched $70 per‘barrel :

Bank of America Merill
Lynch (BofAML) also echoed
the view, but added that it
expects aratecutin the August
review if the monsoons are
favourable,

“We expect the RBI MPC
to strike a balanced tone on
5 April, with March quarter

" inflation set to average 4.6 per

cent, 0.50 per cent below their
5.1 per cent forecast,” itsaid.

After surging to a con-
cerning 5.2 per cent in Decemn-
ber, the headline inflation

cooled off to 5.07 per cent in
January and further td 4.4
per cent in February.

Even industry chambersare
of the view that the central

‘bank would opt for status

quo as the government's Bud-
getannouncement to provide
farmers 1.5 times of minimum
support price (MSP) for their
produce may jackup inflation.

+ “Thiswould leave verylit-
tle leeway for the RBI to cut
ratesin this monetary policy
and hence we expect the RBI

to keep the key interest rate
unchanged,” Assocham sai
in a statemerft—

Currently, repo rate ~ th
short-term lending rate ¢
which the RBIlends to bank
~ stands at 6 per cent. Con
sequently, the reversereporat
is 5.75 per cent and the mar
ginal standing facility (MSF
rate and the bank rate stan
at 6.25 per cent.

According to Kotak Mahin
dra Bank, the RBI is expect
ed tobe onan extended paus
asinflation is likely to remail
closeto4.5 per cent during fis
cal2018-19.

“We expect the RBI'sMon
etary Policy Committee (MPC
to maintain status quo as ]
awaits clarity on monsoor
sustainability ofhigh crudeo
prices post the winter squeez
and global financial cond
tions,” it said in a note.

The Patel-headed MP!
has two other representa
tives from the RBI ~ deput
governor Viral Acharya an
executive director Michac
Debabrata Patra. The thre
external members are Cheta
Ghate, Pami Dua and Ravir
dra Dholakia.
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India faces inflation risks dué\
to higher MSP, says Assocham

AGE CORRESPONDENT
NEW DELHI, APRIL 1

o o o RBL TO Maintain status quo

of inflation due to higher
minimum support prices
(MSP) for agricultural
items, populist spending
in the run-up to the 2019
general elections and
strengthening of global
crude oil prices, industry
body Assocham has said
in its pre-credit policy
review letter to the RBL

Assocham secretary gen-
eral D. S. Rawat in a letter
to RBI has said though
price index
(CPI) showed a decline in
retail inflation to 4.44 per
cent in February from 5.1
per cent in the previous
month, “the key risks to
the base case CPI inflation
forecast include higher
Minimum Support Prices
(MSPs), global crude oil
prices strengthening fur-
ther and populist spend-
ing in the run-up to 2019
general election”.

This would leave “very
little leeway for the RBI to
cut rates in this monetary
policy and hence we in
Assocham expect the RBI
to keep the key interest
rates unchanged.....”

\ It said the chamber

New Delhi, April 1: The
RBI is likely to keep
interest rates unchanged
in its first bi-monthly
monetary policy review
for 2018-19 to be unveiled
this week as hardening
global crude oil prices
continue to pose a risk to
domestic inflation.

This would also be the
first monetary policy
announcement after the
Budget, which has slight-
ly deviated from the fis-
cal consolidation plan.

The six-member Mone-
tary Policy Committee is
to meet on April 4 and 5.

Pressure has been
mounting on the RBI to

appreciates RBI for main-
taining status quo in the
previous bi-monthly mon-
etary policy statement and
keeping the policy repo
rate under the Liquidity
Adjustment Facility (LAF)
unchanged at 6.0 per cent.

Consequently, the
reverse repo rate under
the LAF remained at 5.75
per cent, and the marginal

cut interest rates in the
wake of declining retail
inflation and the need to
fuel growth momentum.

However, the Reserve
Bank of India will have
to do a tightrope walk as
globally interest rates
are inching upwards.

Last month," the US
Federal Reserve raised
interest rates by a quar-
ter of a percentage point
and signalled that it is on
track to raise rates twice
more in 2018.

Besides, the Reserve
Bank has to take into
consideration the rise in
crude oil prices which
temporarily touched $70

standing facility (MSF)
rate and the Bank Rate at
6.25 per cent, it said.
Lower inflation in fuel
and food helped ease
India’s wholesale inflation
in February to a seven
month low of 2.48 per cent.
Wholesale Price Inflation
(WPI) was 2.84 last month
and 551 per cent in
February 2017, said

per barrel.

“We expect the MPC to
keep policy rates on hold
and maintain its neutral
stance,” analysts at
American brokerage
Morgan Stanley said.

Bank of America
Merill Lynch also echoed
the view, but added that
it expects a rate cut in the
August review if mon-
soons are favourable.

“We expect the RBI
MPC to strike a balanced
tone on April 5, with -
March quarter inflation
set to average 4.6 per
cent, 0.50 per cent below
their 5.1 per cent fore-

cast,” it said. —PTI
Assocham.

The rate of inflation
based on WPI Food Index
consisting of ‘Food
Articles’ from Primary

Articles group and ‘Food
Product” from manufac-
tured products group
decreased from 1.65 per
cent in January, 2018 to
0.07 per cent in February,
2018, it added.
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RBI likely to maintain status
quo as inflation risks weigh

PTI M NEW DELHI

Thc RBI is likely to keep
interest rates unchanged
in its first bi-monthly monetary
policy review for 2018-19 to be
unveiled this week as harden-
ing global crude oil prices con-
tinue to pose a risk to domes-
tic inflation.

This would also be the
first monetary policy
announcement after the
Budget, which has slightly devi-
ated from the fiscal consolida-
tion roadmap.

The six-member Monétary
Policy Committee (MPC),
headed by RBI Governor Urjit
Patel, is to meet on April 4 and
5. :

Pressure has been mount-
ing on the Reserve Bank of
India (RBI) to cut interest rates
in the wake of declining retail

\inﬂation and the need to fuel

growth momentum.

However, the RBI will have
to do a tightrope walk as glob-
ally interest rates are inching
upwards.

Last month, the US Federal
Reserve raised interest rates by
a quarter of a percentage point
and signalled that it is on track
to raise rates twice more in
2018.

Besides, the RBI has to take
into consideration the rise in
crude oil prices which tem-
porarily touched USD 70 per
barrel.

“We expect the MPC to
keep policy rates on hold and
mainfain its neutral stance
analysts at American brokerage
Morgan Stanley said in a note.

Bank of America Merill
Lynch (BofAML) also echoed
the view, but added that it
expects a rate cut in the August
review if the monsoons are

favourable. ;

“We expect the RBI MPC
to strike a balanced tone on
April 5, with March quarter
inflation set to average 4.6 per
cent, 0.50 per cent below their
5.1 per cent forecast,” it said.

After surging to a con-
cerning 5.2 per cent in
December, the headline infla-
tion cooled off to 5.07 per cent
in January and further to 4.4
per cent in February.

Even industry chambers
are of the view that the central
bank would opt for status
quo as the government’s bud-
get announcement to provide
farmers 1.5-timés of mini-
mum support price (MSP)
for their produce may jack up
inflation.

“This would leave very lit-
tle leeway for the RBI to cut
rates in this monetary policy
and hence we expect the RBI to

keep the key interest rates
unchanged,” Assocham said in
astatement. ~—

Currently, repo rate — the
short term lending rate at
which RBI lends to banks —
stands at 6 per cent.
Consequently, the reverse repo
rate is 5.75 per cent and the
marginal standing facility
(MSF) rate and the bank rate
stand at 6.25 per cent.

According to Kotak
Mahindra Bank, the RBI is
expected to be on an extended
pause as inflation is likely to
remain close to 4.5 per cent
during 2018-19.

“We expect the RBI’s
Monetary Policy Committee
(MPC) to maintain status quo
as it awaits clarity on monsoon,
sustainability of high crude oil
prices post the winter squeeze,
and global financial condi-

tions, it said in a note. /
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