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As humanity faces the trial of its time, with COVID-19 gripping the world in its deadly embrace, the RBI for 
the second time, announced a stimulus package to continue the fight against COVID-19. It reduced the 
reverse repo rate under the liquidity adjustment facility (LAF) by 25 bps to 3.75 per cent. The repo rate 
remains unchanged at 4.40 per cent and the marginal standing facility rate and the Bank Rate remain 
unchanged at 4.65 per cent. 
 

 
 
The RBI governor reported softening of CPI inflation by 70 bps to 5.9 per cent as on 19th March 2020,chiefly due to 
a decline in food inflation, which was 160 bps less. The Department of Consumer Affairs (DCA) said that  onion 
prices have continued to decline while PDS kerosene prices have slumped by 24 per cent in the first fortnight of 
April, which suggest that inflation is on a declining trajectory and have fallen by 170 basis points from the January 
2020 peak. 

 
 
The headline inflation has peaked out and is returning to the band. It is expected to temper in Apr 2020 due to a 
significant drop in the prices of commodities, like crude, on the back of a decrease in demand, amid the COVID-19 
crisis and may even settle well below the RBI target of 4 per cent by the second half of 2020-21. 
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The reverse repo rate cut decision is intended to: 

• Improve liquidity in the system 

• Mitigate the negative economic effect of COVID-19 and nationwide lockdown 

• Kick start growth and reinforce monetary transmission 

 
The Key additional measures undertaken are enumerated below: 
 

1. Targeted Long Term Operations (TLTRO) 2.0 

 

The RBI has decided to conduct targeted long-term repo operations (TLTRO 2.0) for an aggregate amount of Rs.50,000 
crore to begin with, in tranches of appropriate sizes. In the last month of March 2020, the RBI governor has introduced 

TLTRO 1.0 of Rs. 1 lakh crs, however, it is observed that the deployment of TLTRO 1.0 funds, so far, has largely been 
to bonds issued by public sector entities and large corporates, especially in primary issuances. The disruptions caused 
by COVID-19 have, however, more severely impacted small and mid-sized corporates, including non-banking financial 
companies (NBFCs) and micro finance institutions (MFIs), in terms of access to liquidity.  The funds availed by banks 
under TLTRO 2.0 should be invested in investment grade bonds, commercial paper, and non-convertible debentures of 
NBFCs, with at least 50 per cent of the total amount availed going to small and mid-sized NBFCs and MFIs. The 
Investments made by banks under this facility will be classified as held to maturity (HTM) even in excess of 25 per cent 
of total investment permitted to be included in the HTM portfolio. 
 

2. Refinancing Facilities for All India Financial Institutions (AIFIs) 
 
All India Financial Institutions (AIFIs) - such as the National Bank for Agriculture and Rural Development (NABARD), the 
Small Industries Development Bank of India (SIDBI) and the National Housing Bank (NHB) play an important role in 
meeting the long-term funding requirements of agriculture and the rural sector, small industries, housing finance 
companies, NBFCs and MFIs.  In view of the tightening of financial conditions in the wake of the COVID-19 pandemic, 
these institutions are facing difficulties in raising resources from the market. The RBI has therefore decided to provide 
special refinance facilities for a total amount of Rs.50,000 crore to NABARD, SIDBI and NHB to enable them to meet 
sectoral credit needs. This will comprise Rs.25,000 crore to NABARD for refinancing regional rural banks (RRBs), 
cooperative banks and micro finance institutions (MFIs); Rs.15,000 crore to SIDBI for on-lending/refinancing; and Rs. 
10,000 crore to NHB for supporting housing finance companies (HFCs). 
 

3. Asset Classification 
 
Economic activity has come to a standstill during the period of the lockdown, with consequential lingering effects which 
have unambiguously affected the cash flows of households and businesses. On March 27, 2020 the RBI had permitted 
lending institutions (LIs) to grant a moratorium of three months on payment of current dues falling between March 1 and 
May 31, 2020. It is recognized that the onset of COVID-19 has also exacerbated the challenges for such borrowers 
even to honour their commitments fallen due on or before February 29, 2020 in Standard Accounts. Therefore, it has 
been decided that in respect of all accounts for which lending institutions decide to grant moratorium or deferment, and 
which were standard as on March 1, 2020, the 90-day NPA norm shall exclude the moratorium period, i.e., there will be 
an asset classification standstill for all such accounts from March 1, 2020 to May 31, 2020. 
 

4. Liquidity Coverage Ratio 

The Reserve Bank of India has been proactively taking measures to address the systemic liquidity issues 

through a slew of monetary and market operations. In order to ease the liquidity position at the level of 

individual institutions, the LCR requirement for Scheduled Commercial Banks is being brought down from 

100 per cent to 80 per cent with immediate effect. The requirement shall be gradually restored back in two 

phases – 90 per cent by October 1, 2020 and 100 per cent by April 1, 2021.  
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G20 Finance Ministers and Central Bank Governors Meeting (April 15, 2020) 

Finance Minister, Smt. Nirmala Sitharaman attended the virtual session of the 2nd G20 Finance Ministers and Central 
Bank Governors Meetings on April 15. The purpose of the virtual meet was to discuss the global economic outlook 
during the ongoing COVID-19 pandemic crisis. 

The meeting took place under the Saudi Arabian presidency. Finance Minister during the session appreciated the efforts 
of the Saudi Arabian presidency in the preparation of the G20 Action plan in response to COVID-19. 

Key Highlights of the G20 Finance Ministers and Central Bank Governors Meeting 

• The Financial Stability Board (FSB) will continue monitoring financial sector vulnerabilities and coordinating on 
regulatory and supervisory measures between its member countries, international organizations and standard-setting 
bodies, using the existing flexibility within international regulatory standards without compromising on the previously 
agreed reforms, and draw from members’ experiences to share best practices on policy measures taken. 

G20 Action Plan – Supporting the Global Economy Through the COVID-19 Pandemic 

• The following actions and commitments will be undertaken to support the health responses by the G20 
members: 

1. Full compliance with the International Health Regulations (IHR 2005) and the continued sharing of timely, 
transparent and standardized data and information between countries 

2. Taking forward the G20 Leaders’ commitment to provide immediate resources to key entities in global health, on a 
voluntary basis 

3. Calling on the relevant International Organizations and expert bodies and alliances to produce an evidence based 
report, under the leadership of WHO. 

4. Agreeing that emergency trade measures designed to tackle COVID-19, if deemed necessary, must be targeted, 
proportional, temporary and transparent 

5. Commitment to work with Health Ministers to address and mitigate the impacts of the COVID-10 pandemic 

• The following actions and commitments have been and will continue to be undertaken to support the domestic 
and global economy to minimize the short-term disruption from containment measures and their spillovers by 
the G20 members: 

1. Commitment to providing substantial support to businesses, especially small- and medium- sized enterprises, and 
households 

2. Commitment to supplying targeted liquidity and funding support, to businesses and small-medium sized enterprises. 
3. Commitment to supporting individuals and households to retain their attachment to the labour market 
4. Commitment to providing support to individuals 
5. Commitment to promote financial inclusion 
6. Pledge to continue to put in place a comprehensive package of monetary and regulatory policy measures to support 

economic and financial stability 
7. Central banks stand ready to do whatever it takes to support economies across the full range of instruments 

consistent with their mandates 
8. Commitment to follow the FSB's principles in its COVID-19 report to the G20 
9. The FSB has been asked to continue supporting international cooperation and coordination on the COVID-19 

response through information sharing, assessing vulnerabilities, and coordinating on the response to policy issues 
10. Trade and Investment Ministers agreed to continue to work together to deliver a free, fair, non-discriminatory, 

transparent, predictable and stable trade and investment environment 
11. They will also ensure smooth and continued operation of the logistics network that serve as the backbone of global 

supply chains 
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12. Emphasis was laid on the importance of transparency in the current environment and they made a commitment to 
notify the WTO of any trade related measures taken. 

13. They committed to share country data, analysis and experiences on a timely basis on the implementation and the 
impact of COVID-19 containment measures to support policy making 

• The following actions and commitments will be undertaken to secure strong, sustainable, balanced and 
inclusive growth, acknowledging that international cooperation is key to secure the recovery by the G20 
members: 

1. To recognize that the key lever in minimizing the economic disruption is to bring the spread of COVID-19 under 
control 

2. Sharing of the latest information and country experiences on COVID-19 containment measures 
3. To task International Organisations to support members in developing standardized data, analysis and sharing 

information on effective measures to restart economies 
4. To identify, among other things, longer term actions that should be taken to support the multilateral trading system 

and expedite economic recovery by the G20 Trade System and Investment Working Group 
5. To working across the G20 to share experiences and analysis to support the normalization of domestic support at an 

appropriate time and in a sustainable way 
6. To support workers through active labour market, training and reskilling policies 
7. To re-double our efforts to enact policy measures to foster structural reforms 
8. To ensuring sustainable public finances 
9. To re-double our efforts to promote quality infrastructure investment and accelerate efforts to mobilize private 

sources of infrastructure financing 
10. To support an environmentally sustainable and inclusive recovery 

• The following actions and commitments will be undertaken to secure adoption and swift implementation of a 
strong financial response to help countries in need and uphold financial stability by the G20 members: 

1. To support the IMF's crisis response package and welcome its readiness to mobilize its US$1 trillion lending capacity 
2. To reiterate its commitment to a strong, quota-based and adequately resourced IMF at the center of the Global 

Financial Safety Net (GFSN) 
3. To welcome the tools provided by Regional Financing Arrangements (RFAs) and call for further progress to deepen 

the cooperation between IMF and RFAs. 
4. To call for a swift implementation of the emergency response packages adopted by the World Bank and Regional 

Development Banks 
5. To welcome the contributions already announced and call for more contributions to replenish the Poverty Reduction 

and Growth Trust (PRGT) and the Catastrophe Containment and Relief Trust (CCRT). 
6. To support a time-bound suspension of debt service payments for the poorest countries that request forbearance 
7. To support enhanced policy and operational coordination across all relevant International Organizations (IOs), at 

multilateral, regional and country levels 
8. To welcome the decisions by central banks to support global financial stability and resilience 

• The following actions and commitments will be undertaken to prevent similar health, social and economic 
costs by the G20 members: 

1. To review, together with G20 Health Ministers, the forthcoming report by the WHO and relevant organisations, on 
longer term pandemic preparedness gaps 

2. To build on G20 Infrastructure efforts to increase the resilience of infrastructure 
3. To integrate the economic risks of pandemics, drug resistant infectious diseases, and high-impact tail risks more 

systematically into the G20's global risk monitoring and preparedness 
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G20 Action Plan – Supporting the Global Economy Through the COVID-19 Pandemic 

1. Delivering a comprehensive IMF support package and using available tools from regional financing arrangements 
(RFAs) 

2. Implementing swiftly the support proposed by the World Bank and Regional Development Banks  
3. Providing debt service suspension for the poorest countries 

4. Ensuring efficiency and operational coordination to optimize the use of resources 

5. Welcoming the actions taken by central banks to support financial stability 

 

Debt Service Suspension Initiative for Poorest Countries – Term Sheet 

• Scope of beneficiary countries  

1. All IDA-countries, those are current on any debt service to the IMF and the World Bank. 
2. All least developed countries as defined by the United Nations, that are current on any debt service to the IMF and 

the World Bank.  

• Setting the right incentives  

1. Access to the initiative will be limited to countries which:  

i. have made a formal request for debt service suspension from creditors, and; 
ii. are benefiting from, or have made a request to IMF Management for, IMF financing including emergency 

facilities (RFI/RCF). 

2. Each beneficiary country will be required to commit:  

i. to use the created fiscal space to increase social, health or economic spending in response to the crisis. A 
monitoring system is expected to be put in place by the IFIs; 

ii. to disclose all public sector financial commitments (debt), respecting commercially sensitive information. 
Technical Assistance is expected to be provided by the IFIs as appropriate to achieve this; 

iii. to contract no new non-concessional debt during the suspension period, other than agreements under this 
initiative or in compliance with limits agreed under the IMF Debt Limit Policy (DLP) or WBG policy on non-
concessional borrowing. 

• Scope of creditors  

1. All official bilateral creditors will participate in the initiative. 
2. Private creditors will be called upon publicly to participate in the initiative on comparable terms. 
3. Multilateral development banks will be asked to further explore the options for the suspension of debt service 

payments over the suspension period, while maintaining their current rating and low cost of funding. 

• Duration of the suspension of payment  

1. The suspension will last until end-2020. 
2. Creditors will consider a possible extension during 2020, taking into account a report on the liquidity needs of eligible 

countries by the World Bank and IMF.  
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• Perimeter of maturities and cut-off date  

1. The suspension period will start on May 1st, 2020.  
2. Both principal repayments and interest payments will be suspended. 
3. A cut-off date protecting new financing in case of possible future restructuring will be set on March 24th, 2020. 

• Modalities for the debt service suspension  

1. The suspension of payments will be NPV-neutral. 
2. The repayment period will be 3 years, with a one-year grace period (4 years total). 
3. Treatment will be achieved either through rescheduling or refinancing. 

• Implementation process  

1. Creditors will implement, consistent with their national laws and internal procedures, the debt service suspension 
initiative as agreed in this term sheet to all eligible countries that make a request. 

2. Creditors will continue to closely coordinate in the implementation phase of this initiative. If needed, creditors will 
complement the elements in this term sheet as appropriate. 

G20 Finance Ministers and Central Bank Governors Meetings (March 31, 2020) 

Nirmala Sitharaman had also represented India in the 2nd Extraordinary Virtual G20 FMCBG meeting on March 31, 
2020. 

In the meet on March 31st, she talked about the significance of coordinated actions as well as international cooperation 
to ensure that the financial system supports and helps in reviving the global economy. 

2nd G20 Finance Ministers and Central Bank Governors Meetings: Key Highlights 

•  In the session, Nirmala Sitharaman highlighted the roles of finance ministers and central bank governors in 
safeguarding the lives and livelihood of people as well as maintaining economic stability. 

•  The Finance Minister also shared the initiatives taken by the Indian government to provide assistance to the vulnerable 
sections during the time of crisis. 

•  The meet of Finance Ministers and Central Bank Governors was also informed that measures such as financial 
inclusion were part of economic reforms planned by the Narendra Modi government. 

•   The Union minister during the session appreciated the G20 Action Plan response and called it a step in the right 
direction that will guide individual and collective actions against COVID-19 pandemic. 

Measures taken by the Indian Government against COVID-19: 

•   India has given financial assistance amounting to USD 3.9 billion to more than 320 million people. The assistance has 
been given through digital technology to minimize the exposure in public places. 

•   The monetary measures taken by the Indian Government and Reserve Bank of India have helped de-freeze the market 
and allowed smooth credit flow. 
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•   The monetary measures of the Indian government also include liquidity support of USD 50 billion, measures for credit 
easing, giving relief on the installments of term loans, easing capital financing and deferring interest payment on such 
financing. 

G20 Action Plan in response to COVID-19 Pandemic: 

G20 members have been preparing an action plan on the directions of G20 leaders. The purpose of the plan is to: 

•  Restore confidence 

•  Preserve financial stability 

•  Protecting lives 

•  Safeguarding people’s jobs and incomes 

•  Revive growth and recover stronger 

•  Coordinate on public health and financial measures 

•  Provide help to the countries who need assistance 

•  Minimize disruption to the global economic chain 
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Disclosures and Disclaimer  

Ventura Securities Limited (VSL) is a SEBI registered intermediary offering broking, depository and portfolio management services to clients. VSL is a member of 
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connection with the research report. RA involved in the preparation of this research report discloses that he / she has not served as an officer, director or 
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purposes only and this document/material should not be construed as an offer to sell or the solicitation of an offer to buy, purchase or subscribe to any securities, 
and neither this document nor anything contained herein shall form the basis of or be relied upon in connection with any contract or commitment whatsoever. This 
document does not solicit any action based on the material contained herein. It is for the general information of the clients / prospective clients of VSL. VSL will not 
treat recipients as clients by virtue of their receiving this report. It does not constitute a personal recommendation or take into account the particular investment 
objectives, financial situations, or needs of clients / prospective clients. Similarly, this document does not have regard to the specific investment objectives, 
financial situation/circumstances and the particular needs of any specific person who may receive this document. The securities discussed in this report may not 
be suitable for all investors. The appropriateness of a particular investment or strategy will depend on an investor's individual circumstances and objectives. 
Persons who may receive this document should consider and independently evaluate whether it is suitable for his/ her/their particular circumstances and, if 
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contained or referred to in this document and of evaluating the merits and risks involved in the securities forming the subject matter of this document. The 
projections and forecasts described in this report were based upon a number of estimates and assumptions and are inherently subject to significant uncertainties 
and contingencies. Projections and forecasts are necessarily speculative in nature, and it can be expected that one or more of the estimates on which the 
projections and forecasts were based will not materialize or will vary significantly from actual results, and such variances will likely increase over time. All 
projections and forecasts described in this report have been prepared solely by the authors of this report independently for the Company. These projections and 
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