
Quick Bytes: RBI Monetary Policy – April 6, 2023

RBI MPC surprised markets by pausing of rate hikes; The stance was maintained at “..remain focused on withdrawal of
accommodation to ensure that inflation remains within the target going forward, while supporting growth.”
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❑ RBI MPC surprised markets by pausing of rate hikes, citing global financial stability concerns and the need to assess the impact of
cumulative tightening already delivered in last 1 year.

❑ The stance was maintained at “..remain focused on withdrawal of accommodation to ensure that inflation remains within the
target going forward, while supporting growth.”

❑ While Governor Das stressed that the pause in hike cycle was only for the current meeting, we believe that the bar for further
rate hike is now high, as the US FED is probably veering to the end of cycle as well, in the wake of banking stress in the US.

❑ We now expect RBI MPC to go for a longish pause and watch the evolving inflation dynamics.
❑ India growth remains resilient, keeping pressure on core inflation as well as on RBI MPC, to maintain tight monetary policy.
❑ With RBI projecting inflation to be 5.2% for FY2024, it remains above their 4% medium term policy target, giving them little room

for easing action.
❑ Global rate scenario has turned benign in wake of banking stress and contagion risk. If global inflation continues to moderate, as

expected, rate easing may start earlier than expected, possibly by end of 2023.
❑ Markets have rallied post policy, with the curve steepening as short-term rates drop more than longer term rates.
❑ With RBI likely to remain in pause and volatile global markets, rate markets may trade in a range with a downward bias. We

expect 10Y G-SEC to trade in the range of 7.10-7.30% in the near term.

Disclaimer - The information used towards formulating the outlook has been obtained from sources published by third parties. While such publications are believed to be reliable,
however, neither the AMC, its officers, the trustees, the Fund nor any of their affiliates or representatives assume any responsibility for the accuracy of such information. CRMF, its
sponsors, its trustees, CRAMC, its employees, officer, directors, etc. assume no financial liability whatsoever to the user of this document. Mutual Fund Investments are subject to
market risk. Investors are requested to read the Scheme related documents carefully before investing. The views expressed herein should not be construed as an invitation to
subscribe to the units of Canara Robeco Mutual Fund.

Mutual Fund investments are subject to market risks, read all scheme related documents carefully.
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