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Since the MPC meet in Aug 2020, global economic activity continue to remained fragile and the downside risks 
have risen with the surge in COIVD cases in many countries. In line with global trends, India’s FY21 GDP 
growth is expected to remain in the negative territory. In an effort to cope up with the current and evolving 
macroeconomic situation, RBI has decided to maintain its policy rates. It has also sounded off a possible rate 
cut in the near future, if there are no signs of improvement. 
  
Following are the salient features as proposed: 
 

1. Repo rate, remains unchanged at 4% and the RBI continues with its accommodative stance given  

• the lack of growth,  

• the need to mitigate the impact of COVID-19, while ensuring that  

• inflation remains within the target going forward.  

 

 
 

Reverse repo rate also stands unchanged at 3.35%. Accordingly, the marginal standing facility rate and 

the Bank Rate remained constant at 4.25%.  
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2. Liquidity Measures:  

• On tap TLTRO: RBI introduced on-tap targeted long-term repo operations (TLTRO) for banks to borrow 

up to Rs.1 trillion (with tenors of upto 3 years) at a floating rate linked to the policy repo rate and invest 

in corporate bonds and other debt instruments of certain sectors. Banks can also use these funds to 

provide loans to entities from these sectors, which is expected to stimulate credit growth. 

• SLR held to maturity (HTM) limit extended: RBI enhanced HTM limit from 19.5% to 22.0% in Sept 

2020, up to 31st Mar 2021. To give more certainity to markets, RBI extended the limit to 31st Mar 2022 

for securities acquired between September 1, 2020, and March 31, 2021. It is expected that banks will 

be able to plan their investments in SLR securities in an optimal manner. 

• Open market operations (OMO): RBI has decided to conduct OMO in SDL as a special case in FY21. 

As part of this, RBI will conduct OMO worth Rs 20,000 cr next week 

 

3. Support to Export: In order to make EPDMS more export friendly, RBI is planning to discontinue the automatic 

caution listing of those shipping bills which remained outstanding for more than 2 years. The overall guidelines 

will be issued in the next few days. 

 

4. Regulatory Measures:  

• Credit to small businesses: RBI is planning to enhance the threshold limit of the retail portfolio of 

banks to Rs 7.5 cr (from the earlier limit of Rs.5.0 cr), which is expected to improve the credit flow to 

small businesses.  

• Rationalization of risk weight in housing loans: RBI has decided to rationalize the risk weights on 

all new housing loans sanctioned up to 31st Mar 2022. According to it, all housing loans will attract a 

risk weight of 35% where LTV is less than or equal to 80% and a risk weight of 50% where LTV is more 

than 80% but less than or equal to 90%. 

 
5. Review of Priority Sector Lending Guidelines: The Priority Sector Lending (PSL) guidelines have been 

reviewed and RBI announced a ‘Co-Lending Model’ with an aim to improve the credit flow to the unserved and 

underserved sectors of the economy. All NBFCs (including Housing Finance Co) will be allowed to collaborate 

with banks to undertake PSL. The detailed guidelines will be issued by the end of Oct 2020. 

 
6. Round the clock availability of RTGS: In order to facilitate real time payments for businesses, RBI announced 

that RTGS (Real Time Gross Settlement) will become 24x7x365 from Dec 2020. It is currently available from 

7:00 am to 6:00 pm on working days. This move will also integrate the Indian financial marke with the global 

market and facilitate India’s efforts to provide wider payment flexibility to business. 

 
7. Certificate of authorization to Payment System Operators (PSO): RBI has decided to grant authorisation 

for all PSOs (new applicants as well as existing PSOs) on a perpetual basis. Currently the authorization is 

limited up to 5 years. This is expected to reduce compliance cost of PSOs and improve investment activities. 
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Outlook & Implications 

• Bumper Rabi Crop and expected Kharif sowing are anticipated to keep food prices comfortable, which portends 

well for lower food inflation. In addition, non food inflation is also expected to remain under control due to stable 

international crude oil prices on account of a weak demand outlook. As a result, CPI inflation is projected at 

5.4-4.5% for H2FY21 and 4.3% for Q1FY22. 

• The recovery in the rural economy is expected to mitigate the lagging urban demand and subdued private 

investments. Therefore the overall improvement in the economy is estimated to be gradual. The real GDP 

growth in FY21 is expected to be at negative 9.5%.  

• Taking into account current inflation levels, which has been above the tolerance level of 6% in past few months, 

we are not expecting any significant rate cut in the short to medium term. 
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inconsistent or different than those made in this report. In reviewing this document, you should be aware that any or all of the foregoing, among other things, may 
give rise to or potential conflicts of interest. We may rely on information barriers, such as "Chinese Walls" to control the flow of information contained in one or more 
areas within us, or other areas, units, groups or affiliates of VSL. This report is for information 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 necessary, seek professional/financial advice. And such person shall be responsible for conducting 
his/her/their own investigation and analysis of the information 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 forecasts were not prepared with a view toward compliance with published guidelines or generally accepted accounting principles. No 
independent accountants have expressed an opinion or any other form of assurance on these projections or forecasts. You should not regard the inclusion of the 
projections and forecasts described herein as a representation or warranty by VSL, its associates, the authors of this report or any other person that these projections 
or forecasts or their underlying assumptions will be achieved. For these reasons, you should only consider the projections and forecasts described in this report after 
carefully evaluating all of the information in this report, including the assumptions underlying such projections and forecasts. The price and value of the investments 
referred to in this document/material and the income from them may go down as well as up, and investors may realize losses on any investments. Past performance 
is not a guide for future performance. Future returns are not guaranteed and a loss of original capital may occur. Actual results may differ materially from those set 
forth in projections. Forward-looking statements are not predictions and may be subject to change without notice. We do not provide tax advice to our clients, and all 
investors are strongly advised to consult regarding any potential investment. VSL and the RA involved in the preparation of this research report and its associates 
accept no liabilities for any loss or damage of any kind arising out of the use of this report. This report/document has been prepared by VSL, based upon information 
available to the public and sources believed to be reliable. No representation or warranty, express or implied is made that it is accurate or complete. VSL has reviewed 
the report and, in so far as it includes current or historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed. 
The opinions expressed in this document/material are subject to change without notice and have no obligation to tell you when opinions or information in this report 
change. This report or recommendations or information contained herein do/does not constitute or purport to constitute investment advice in publicly accessible 
media and should not be reproduced, transmitted or published by the recipient. The report is for the use and consumption of the recipient only. This publication may 
not be distributed to the public /used by the public media without the express written consent of VSL. This report or any portion hereof may not be printed, sold or 
distributed without the written consent of VSL. This document does not constitute an offer or invitation to subscribe for or purchase or deal in any securities and 
neither this document nor anything contained herein shall form the basis of any contract or commitment whatsoever. This document is strictly confidential and is 
being furnished to you solely for your information, may not be distributed to the press or other media and may not be reproduced or redistributed to any other person. 
The opinions and projections expressed herein are entirely those of the author and are given as a part of the normal research activity of VSL and are given as of this 
date and are subject to change without notice. Any opinion, estimate or projection herein constitutes a view as of the date of this report and there can be no assurance 
that future results or events will be consistent with any such opinions, estimates or projection. This document has not been prepared by or in conjunction with or on 
behalf of or at the instigation of, or by arrangement with the company or any of its directors or any other person. Information in this document must not be relied upon 
as having been authorized or approved by the company or its directors or any other person. Any opinions and projections contained herein are entirely those of the 
authors. Neither the company nor its directors or any other person accepts any liability whatsoever for any loss arising from any use of this document or its contents 
or otherwise arising in connection therewith. The information contained herein is not intended for publication or distribution or circulation in any manner whatsoever 
and any unauthorized reading, dissemination, distribution or copying of this communication is prohibited unless otherwise expressly authorized. Please ensure that 
you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities and Exchange Board of India before investing 
in Securities Market. 
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