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Economy doing well….Full transmission underway…Inflationary pressures not out of way….Rates maintained 

 

The RBI MPC voted 5-1 to keep policy repo rate unchanged at 6.5% on Apr 05, maintaining status quo for the seventh time. The MPC is resolute in its commitment 

to align the CPI to its target of 4% as uncertainties in food prices continue to pose challenges. The MPC continued with the ‘withdrawal of accommodation’ stance 

(with 5:1 majority) to ensure that inflation progressively aligns to the target, while supporting growth. The GDP and inflation forecast for FY25 were maintained at 

7% and 4.5% respectively.  

  

Although growth has continued to sustain its momentum surpassing all projections, headline inflation has cooled and core inflation has been the lowest in the past 

nine months, the MPC remains vigilant to the upside risks to inflation that might derail the path of disinflation. The RBI Governor highlighted global risks from debt 

overloads and geopolitics, and the recent upturn in oil prices. A record rabi wheat production, early indication of normal monsoon and benign international food 

prices could lend support to a reduction in food inflation which has been impacted by frequent and overlapping adverse climate shocks. The RBI retained its 

inflation forecast for FY25 at 4.5%. However, it revised down Q1 forecast by 10 bps to 4.9%, and Q2 and Q4 forecast by 20 bps to 3.8% and 4.5%, respectively. 

 

There were no changes to the RBI’s communication on liquidity management. Liquidity conditions have improved in recent weeks and the overnight rate (WACR) 

has moved closer to the repo rate. Increased Government spending and foreign inflows due to the inclusion in the JP Morgan bond index are supportive to liquidity 

conditions. The Reserve Bank conducted fourteen fine tuning variable rate reverse repo (VRRR) operations during February and early March to absorb intermittent 

surplus liquidity. 

 

 While the recent surplus liquidity could reduce (seasonal impact) by the middle of April, on average liquidity balances are expected to be close to neutral over the 

coming quarter and sustained large deficits are unlikely. Some further improvement in liquidity balances is likely once government spending picks up pace by 

Q2FY25 and foreign inflows due to the inclusion in the JP Morgan bond index are supportive.  

 

During the first three quarters of 2023-24, India’s current account deficit (CAD) narrowed significantly on account of a moderation in merchandise trade deficit 

coupled with robust growth in services exports and strong remittances. India continues to be the largest recipient of remittances in the world. During Q3: 2023-

24, the CAD stood at US$ 10.5 billion (1.2% of GDP) as compared to US$ 11.4 billion (1.3% of GDP) in Q2. Net FPI inflows stood at US$ 41.6 billion during 2023-24, 

as against net outflows in the preceding two years (US$ 14.1 billion in 2021-22 and US$ 4.8 billion in 2022-23). However, FDI inflows moderated sharply to US$ 

14.2 billion in April-January 2023-24 from US$ 25.0 billion a year ago.  
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Domestic economic activity continues to expand at an accelerated pace, supported by fixed investment and improving global environment. The purchasing 

managers’ index (PMI) for manufacturing displayed a sustained expansion in February-March, touching a 16-year high. The services sector has exhibited broad 

based buoyancy with all sectors registering strong growth. The second advance estimates (SAE) placed real GDP growth at 7.6 per cent for 2023-24, the third 

successive year of 7 per cent or higher growth. 

 

Long term G-sec yields have remained stable since the last policy meeting. 10-year G-sec yields rose to 7.11% from its previous day close of 7.09% post the 

announcement as monetary transmission of past actions continues to be work in progress. The money market however is understandably a bit cautious in the very 

short term given pick up in global rate volatility and the recent rise in oil prices. 

 

Given the recent global resilience in economic activity, there has been a tendency to keep monetary policy tight to take on the last mile challenge on inflation by 

global central banks. Despite the buoyant GDP growth and declining inflation trajectory, the RBI MPC remains steadfast ensuring that inflation aligns durably and 

sustainably to its target and will continue to be actively disinflationary. Domestic economic activity continues to expand at an accelerated pace, supported by fixed 

investment and improving global environment. Recent uptick in fuel prices, expectation of a harsh summer and continuing geo-political tensions pose upside risk 

to commodity prices and supply chains. Consequently, a rate cut soon remains unlikely. We expect a rate cut perhaps in Q2/Q3FY25 but that too would be data 

dependent. 

 

Equity markets would be largely indifferent to the policy outcome as there were no major surprises in it.  
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Disclaimer:  
This report has been prepared by HDFC Securities Ltd and is solely for information of the recipient only. The report must not be used as a singular basis of any investment decision. The views 
herein are of a general nature and do not consider the risk appetite or the particular circumstances of an individual investor; readers are requested to take professional advice before investing. 
Nothing in this document should be construed as investment advice. Each recipient of this document should make such investigations as they deem necessary to arrive at an independent 
evaluation of an investment in securities of the companies referred to in this document (including merits and risks) and should consult their own advisors to determine merits and risks of such 
investment. The information and opinions contained herein have been compiled or arrived at, based upon information obtained in good faith from sources believed to be reliable. Such information 
has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy, completeness or correctness. All such information and opinions 
are subject to change without notice. Descriptions of any company or companies or their securities mentioned herein are not intended to be complete. HSL is not obliged to update this report 
for such changes. HSL has the right to make changes and modifications at any time.  
This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity who is a citizen or resident or located in any locality, 
state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject HSL or its affiliates to any 
registration or licensing requirement within such jurisdiction.  
If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the same should be ignored and brought to the attention of the sender. This 
document may not be reproduced, distributed or published in whole or in part, directly or indirectly, for any purposes or in any manner.  
Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could have an adverse effect on their value or price, or the income derived from 
them. In addition, investors in securities such as ADRs, the values of which are influenced by foreign currencies effectively assume currency risk. It should not be considered to be taken as an 
offer to sell or a solicitation to buy any security.  
This document is not, and should not, be construed as an offer or solicitation of an offer, to buy or sell any securities or other financial instruments. This report should not be construed as an 
invitation or solicitation to do business with HSL. HSL may from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail and/or its attachments.  
HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of the 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 an advisor or lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to any recommendation and other related information and 
opinions.  
HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on basis 
of this report, including but not restricted to, fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc.  
HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial instruments dealt in the report, or may make sell or 
purchase or other deals in these securities from time to time or may deal in other securities of the companies / organizations described in this report. As regards the associates of HSL please refer 
the website. 
HSL 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.  
HSL or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from t date of this report for services in 
respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction 
in the normal course of business.  
HSL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, 
neither HSL nor Research Analysts have any material conflict of interest at the time of publication of this report. Compensation of our Research Analysts is not based on any specific merchant 
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banking, investment banking or brokerage service transactions. HSL may have issued other reports that are inconsistent with and reach different conclusion from the information presented in 
this report.  
Research entity has not been engaged in market making activity for the subject company. Research analyst has not served as an officer, director or employee of the subject company. We have 
not received any compensation/benefits from the subject company or third party in connection with the Research Report.  
HDFC securities Limited, I Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp. Crompton Greaves, Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 
3400 Fax: (022) 2496 5066  
Compliance Officer: Murli V Karkera Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600  
For grievance redressal contact Customer Care Team Email: customercare@hdfcsec.com Phone: (022) 3901 9400 
HDFC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg. No. POP: 11092018; IRDA Corporate Agent License No.: CA0062; SEBI 
Research Analyst Reg. No.: INH000002475; SEBI Investment Adviser Reg. No.: INA000011538; CIN - U67120MH2000PLC152193  
Investment  in  securities  market  are  subject  to  market  risks.  Read  all  the related documents carefully before investing. 
Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before investing. 
Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to 
investors. 
 


