
MPC unlikely to reduce repo rate in current fiscal 

Brickwork Ratings, Mumbai, 4 December 2020: In a unanimous decision by the members 

of the Monetary Policy Committee (MPC), the RBI maintained status quo and continued with 

an accommodative policy stance in its fifth bi-monthly MPC meeting; this is in line with BWR 

expectations. The RBI also revised GDP projections upwards to -7.5% from the earlier 

estimate of -9.5%, considering the improved performance of the economy in the second 

quarter and the recent recovery seen in high-frequency indicators and urban demand. 

Acknowledging the threat of spreading price pressures, it has revised the inflation 

expectations upwards for Q3FY21 to 6.8% and Q4FY21 to 5.8%, as against the 5.4-4.5% 

outlook for H2FY21 it had projected in the previous MPC meeting.  

Dr M Govinda Rao, Chief Economic Advisor, Brickwork Ratings, says, “Inflation, which is 

at elevated levels and is much higher than the upper bound target of the MPC, requires close 

attention. Excess liquidity prevailing in the system also needs to be managed well without 

affecting price stability. The RBI is unlikely to reduce the repo rate in the current fiscal”. 

Rajat Bahl, Chief Knowledge Officer, Brickwork Ratings, says, "The GDP estimate of -7.5% 

for FY21 is close to Brickwork Ratings’ estimate of -7% and shows a sharp recovery from the 

doom-like scenario of Q1; however, the elevated inflation projections for H2FY21 and H1FY22 

imply that the space for any further monetary support is now dismal. Maintaining an 

accommodative stance under this elevated inflation environment is a risk, but augurs well 

for the bond market that had started showing signs of tightening, especially for NBFCs. Risk-

based supervision for NBFCs and the expectation of a stronger risk and governance 

framework from NBFCs is a welcome move that will strengthen the sector and provide 

confidence to investors". 
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