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bps rate cut by the members of

mammaryPolicyCommittee
(MPC) ofRBmsultedintheoen-
tml bank cutting rates for the
second time this calendaryear
and in linewith the wider mar-

ketexpectations.
’l‘he MPC maintained its

neutral stance dspite the low-

eringofthe inflation trajectory
and the growth estimates for
FYZ0.While“laymen-Mo'-
o—y) CPI inflationprint stood at

2.6% in February 2019‘ the
'

forematsfml-lZPYZOstoodatof
35-33%erZFYZOfiieMPC

highlighted the inflationary
risks stemming fromprobabil-
ityofweakmonsoomuptlckm
food inflation duringthe sum-

mer-monthsand lumertamty'on

outlookona'udeoil prices.
At the same time, the GDP

growth estimates were also
revised downwards for l-YZO to
7.2% (6.8-7.1% for H1 FY20
and 73-74% for H2 FY20)
against 7.4% estimated earlier
in February2019.

We believe the measure

opens space for further rate cut

incourseoftheyeanthough the

MPCmaychoosetopauseinthe
nextupoo mo

'

andmmmm
depend on data IElated to agri-
cultural output from the rabi

harvest, monsoon foremst and
fismi policies adopted by the

newCentxe, followingtheweak
outlook forglobalgrowth and a

need to provide impetus to

domesticgrowth.
The second rate cut in the

current Glendaryearis
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to

prod banks to cut the mug
rates to borrowers.Homverme
believe that despite an addi-
tional cut in policy rates, the
transmission in banks’lending
ratewill remain lnromplete as

the incremental build-up in

theaeditgmwthandtheinter—
est rates on small savings con-

tinueat elevated levels.

Improvement in the sys-
temic liquidityconditions will
remain the key driver for

improvmg‘ the bank‘s abilityto
efiectacutintheirlendingrats.
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