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RBI may take cue from 
BoE, US Fed rate hikes

On Wednesday, the US Fed hiked policy rate by 75 basis points to 3.75-4%

The Reserve Bank of India is likely to write a letter to the government explaining the 

reasons behind the failure to meet the inflation target. HT

T
o start this column, I ask for a moment of silence and reflec-
tion. This is in memory of the 140 people who died in the 
Morbi bridge collapse, and the 150 who died in the stam-

pede in Seoul.
Done? Thank you.
One afternoon earlier this year, I used a pedestrian bridge to 

walk across a wide river. Unlike in Morbi, nothing really hap-
pened as I walked. But after Morbi, I’ve had occasion to remem-
ber the nickname pedestrians gave that bridge. 

The Morbi bridge was popularly called “Julto Pul”, or “Swing-
ing Bridge”. The one I crossed last March is popularly called 
“Wobbly Bridge”.

An odd synchronicity in those names, right? The Wobbly 
Bridge’s official name is the Millennium Bridge, and it spans the 
River Thames in the heart of London. It was opened on 10 June 
2000. It was closed on 12 June 2000—yes, just two days later—
and did not reopen for nearly two years, till 22 February 2002. In 
that time, it underwent significant structural changes.

Why were modifications necessary on a brand new bridge? Let 
me return to that.

With suspension bridges, like Julto Pul and Wobbly Bridge, 
we’ve known for a long time of a certain characteristic phenome-
non. When a group of soldiers march over it, the bridge can start 
swaying. This is because the soldiers march in step, and this regu-
lar thumping of dozens or hundreds of feet sets the bridge oscil-
lating in synchrony. This can get quickly dangerous. In 1850, a 
battalion of soldiers marched onto the Basse-Chaine bridge in 
Angers, France. The bridge was already swaying with a thunder-
storm, and with these soldiers crossing, it swayed even more. The 
cables holding it up snapped, and over 200 soldiers were killed 
as it collapsed.

This is why soldiers on the march are told, when they come to 
a bridge like this, to break formation and walk across any way 
they can. The more disorganized, the better.

The day the Wobbly Bridge opened, about 90,000 people 
walked on it. At any given moment, it carried about 2,000. One 
theory about what happened then goes like this. 

While walking, their natural gentle swaying motion caused the 
bridge to sway slightly from side to side. This caused those on the 
bridge, consciously or otherwise, to spontaneously fall in with the 
rhythm of the bridge. 

That is, synchronously with the bridge’s movement. This made 
the bridge sway even more—the amplitude of its oscillations 
increased—which in turn made the pedestrians sway more, too 
... and as the whole swaying phenomenon was steadily rein-
forced, it soon was clear that the bridge was dangerous.

Luckily, it was closed before a horrific disaster ensued.
In December of 2000, in an effort to understand how the 

bridge had behaved, engineers carried out a “diagnostic wobble 
test”. They sent pedestrians onto the bridge a few at a time, slowly 
increasing their numbers until nearly 200. As they walked and 
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as the count rose, the engineers measured the “wobble ampli-
tude”, meaning the distance the bridge sways. Simultaneously, 
they also calculated the “order parameter”, a measure of how syn-
chronized the pedestrians were in their walk. This measure goes 
from 0, meaning completely asynchronous, to 1, meaning in per-
fect lockstep.

They found something interesting indeed. “For small crowds, 
walkers are desynchronized” — and thus the order parameter 
hovers close to zero. The swaying of the bridge, too, is minimal. 
Almost certainly, the people on the bridge did not notice any 
swaying. But “at a critical crowd size, the bridge starts to sway and 
the crowd starts to synchronize, with each process pumping the 
other in a positive feedback loop.” That’s a result of each walker 
“impart[ing] an alternating sideways force to the bridge”. In turn, 
the movement of the bridge “alter[s] each pedestrian’s gait”.

That critical size is about 175 people.
The graphs that plot these two measures are eye-opening. At 

175 people, the wobble amplitude and the order parameter sud-
denly begin rising, themselves in seeming lockstep. The former 
rises to over 5cm, the latter reaches about 0.7. (Numbers and 
quotes from Crowd synchrony on the Millennium Bridge, Steven 
Strogatz et al., Nature, 2 November 2005, https://
www.nature.com/articles/438043a).

What’s also interesting about this model of the bridge’s behav-
iour is that it takes ideas about synchrony from biology. They 
describe, for example, how individual fireflies manage to syn-
chronize how they glow.

As ever with mathematics, though, there are doubts about this 
synchronization explanation for what happened to the Millen-
nium Bridge.

A more recent paper suggests that 
“any synchronization of pedestrians’ 
foot placement is a consequence of, 
not a cause of the instability”. For 
there’s very little evidence that the 
pedestrians synchronized their foot-
steps; in fact, at most only 20% of those 
on the bridge were striding along in 
time with the movements of the 
bridge. (Emergence of the London Mil-

lennium Bridge instability without synchronization, Igor Belykh 
et al., Nature, 10 December 2021, https://www.nature.com/arti-
cles/s41467-021-27568-y).

The Physics Nobel Prize winner Brian Josephson made essen-
tially this point in a letter he wrote to The Guardian only days 
after the bridge was opened and closed in 2000. 

The behaviour of the bridge, he pointed out, had nothing to do 
with people walking in step. Instead, it is “connected with what 
people do as they try to maintain balance if the surface on which 
they are walking starts to move, and is similar to what can happen 
if a number of people stand up at the same time in a small boat”.

Josephson’s point is borne out by a famous video of the crowds 
on the Millennium Bridge when it opened in 2000. 

The structure is visibly moving, yes. But the way the people are 
moving is decidedly awkward. Think of how you might walk if the 
ground below your feet is moving. That’s what you see, in those 
pedestrians. I have no idea if any such analysis could have been 
done for Julto Pul, or if it would have saved those lives. But why 
not do it now, for other pedestrian bridges?

Why not do it, in memory of the 140 we lost?
Once a computer scientist, Dilip D’Souza now lives in Mumbai 

and writes for his dinners. His Twitter handle is @DeathEndsFun.

At a critical 
crowd size, the 
bridge starts to 
sway and the 
crowd starts to 
synchronize

Gopika Gopakumar

gopika.g@livemint.com
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I
nterest rate hikes by global central 
banks, including the US Federal 
Reserve and Bank of England, have 
increased the possibility of an extended 
rate hike cycle by the Reserve Bank of 

India and, consequently, a higher terminal 
repo rate, economists and market partici-
pants said. 

On Wednesday, the US Fed hiked the 
policy rate by 75 basis points to 3.75-4% 
while hinting at a lowering of the quantum 
of rate hikes by the next or the following 
meeting. However, it also said that the ter-
minal rate, or the peak benchmark interest 
rate, is likely to be higher than earlier 
expected. Bank of England, too, hiked the 
benchmark interest rate by 75 basis points 
and hinted at increasing rates further to 
bring inflation down to the target level. 

Responding to the rate action, the bond 
markets in India ended nine basis points 
higher to 7.49%, while the rupee ended at 
82.89 against the dollar from the previous 
close of 82.79 

Economists and bond traders expect RBI 
to prolong the rate hiking cycle, which was 
expected to end early next year. They also 
expect the terminal repo rate to touch 6.5% 
by next year. That said, this is unlikely to 
impact the policy review in 
December when RBI may hike 
rates by 35-50 bps. 

“Our policy may have to be 
aligned with Fed due to cur-
rency concerns, though not to 
the extent of the magnitude of 
rate hikes. If Fed is hiking, we 
will have to continue hiking. If 
the Fed cycle is getting elongated, then it’s 
not good news for developing economies 
like India,” said Naveen Singh, head of trad-
ing at ICICI Securities Primary Dealership. 

“For India, we continue to expect a 35 
bps rate hike in the upcoming policy review 
in December. Anticipated comfort on infla-
tion is likely to prompt the MPC to pause, 

with two out of six members already in 
favour of such a move. However, the risk of 
disorderly exchange rate movement (not 
our base case) potentially raising the likeli-
hood of further moderate rate hikes cannot 
be ruled out,” said Vivek Kumar, an econo-
mist at QuantEco Research. 

In the September policy, RBI governor 
Shaktikanta Das referred to the aggressive 
monetary policy actions by the advanced 
economies as the third major shock after 
covid and the Russia-Ukraine war. 

RBI has raised policy rates by 190 basis 
points since May, but India’s retail inflation 
continued to remain above its target of 

2-6% for three consecutive quarters. 
Defending its policy actions so far, RBI is 

likely to write a letter to the government 
explaining the reasons behind the failure to 
meet the inflation target, certain remedial 
actions that the central bank proposes to 
take, besides an estimated timeline to 

achieve the inflation target. 
“After maintaining that RBI 

was guided by domestic con-
siderations, during the last 
policy, for the first time, RBI 
said that Fed is an important 
part of its policy formulations. 
Considering that the letter on 
inflation targeting failure is 

being discussed today, RBI will probably 
align the rates with Fed to send the right 
signal to parliamentarians that it is doing 
enough and will continue to increase rates, 
Sabnavis said. “Whether it will be a more 
moderate 25-35 bps or not, one will have to 
wait and see,” he added. 

Shayan Ghosh contributed to the article. 

VICIOUS CYCLE

RESPONDING to 
the rate action, the 
bond markets ended 
nine basis points 
higher to 7.49%

ECONOMISTS and 
bond market 
participants expect 
RBI to prolong the 
rate hiking cycle

RBI raised policy rates 
by 190 bps since May, 
but retail inflation 
continued to remain 
above its target
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RBI may take cue from 
BoE, US Fed rate hikes

On Wednesday, the US Fed hiked policy rate by 75 basis points to 3.75-4%

The Reserve Bank of India is likely to write a letter to the government explaining the 

reasons behind the failure to meet the inflation target. HT

T
o start this column, I ask for a moment of silence and reflec-
tion. This is in memory of the 140 people who died in the 
Morbi bridge collapse, and the 150 who died in the stam-

pede in Seoul.
Done? Thank you.
One afternoon earlier this year, I used a pedestrian bridge to 

walk across a wide river. Unlike in Morbi, nothing really hap-
pened as I walked. But after Morbi, I’ve had occasion to remem-
ber the nickname pedestrians gave that bridge. 

The Morbi bridge was popularly called “Julto Pul”, or “Swing-
ing Bridge”. The one I crossed last March is popularly called 
“Wobbly Bridge”.

An odd synchronicity in those names, right? The Wobbly 
Bridge’s official name is the Millennium Bridge, and it spans the 
River Thames in the heart of London. It was opened on 10 June 
2000. It was closed on 12 June 2000—yes, just two days later—
and did not reopen for nearly two years, till 22 February 2002. In 
that time, it underwent significant structural changes.

Why were modifications necessary on a brand new bridge? Let 
me return to that.

With suspension bridges, like Julto Pul and Wobbly Bridge, 
we’ve known for a long time of a certain characteristic phenome-
non. When a group of soldiers march over it, the bridge can start 
swaying. This is because the soldiers march in step, and this regu-
lar thumping of dozens or hundreds of feet sets the bridge oscil-
lating in synchrony. This can get quickly dangerous. In 1850, a 
battalion of soldiers marched onto the Basse-Chaine bridge in 
Angers, France. The bridge was already swaying with a thunder-
storm, and with these soldiers crossing, it swayed even more. The 
cables holding it up snapped, and over 200 soldiers were killed 
as it collapsed.

This is why soldiers on the march are told, when they come to 
a bridge like this, to break formation and walk across any way 
they can. The more disorganized, the better.

The day the Wobbly Bridge opened, about 90,000 people 
walked on it. At any given moment, it carried about 2,000. One 
theory about what happened then goes like this. 

While walking, their natural gentle swaying motion caused the 
bridge to sway slightly from side to side. This caused those on the 
bridge, consciously or otherwise, to spontaneously fall in with the 
rhythm of the bridge. 

That is, synchronously with the bridge’s movement. This made 
the bridge sway even more—the amplitude of its oscillations 
increased—which in turn made the pedestrians sway more, too 
... and as the whole swaying phenomenon was steadily rein-
forced, it soon was clear that the bridge was dangerous.

Luckily, it was closed before a horrific disaster ensued.
In December of 2000, in an effort to understand how the 

bridge had behaved, engineers carried out a “diagnostic wobble 
test”. They sent pedestrians onto the bridge a few at a time, slowly 
increasing their numbers until nearly 200. As they walked and 
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as the count rose, the engineers measured the “wobble ampli-
tude”, meaning the distance the bridge sways. Simultaneously, 
they also calculated the “order parameter”, a measure of how syn-
chronized the pedestrians were in their walk. This measure goes 
from 0, meaning completely asynchronous, to 1, meaning in per-
fect lockstep.

They found something interesting indeed. “For small crowds, 
walkers are desynchronized” — and thus the order parameter 
hovers close to zero. The swaying of the bridge, too, is minimal. 
Almost certainly, the people on the bridge did not notice any 
swaying. But “at a critical crowd size, the bridge starts to sway and 
the crowd starts to synchronize, with each process pumping the 
other in a positive feedback loop.” That’s a result of each walker 
“impart[ing] an alternating sideways force to the bridge”. In turn, 
the movement of the bridge “alter[s] each pedestrian’s gait”.

That critical size is about 175 people.
The graphs that plot these two measures are eye-opening. At 

175 people, the wobble amplitude and the order parameter sud-
denly begin rising, themselves in seeming lockstep. The former 
rises to over 5cm, the latter reaches about 0.7. (Numbers and 
quotes from Crowd synchrony on the Millennium Bridge, Steven 
Strogatz et al., Nature, 2 November 2005, https://
www.nature.com/articles/438043a).

What’s also interesting about this model of the bridge’s behav-
iour is that it takes ideas about synchrony from biology. They 
describe, for example, how individual fireflies manage to syn-
chronize how they glow.

As ever with mathematics, though, there are doubts about this 
synchronization explanation for what happened to the Millen-
nium Bridge.

A more recent paper suggests that 
“any synchronization of pedestrians’ 
foot placement is a consequence of, 
not a cause of the instability”. For 
there’s very little evidence that the 
pedestrians synchronized their foot-
steps; in fact, at most only 20% of those 
on the bridge were striding along in 
time with the movements of the 
bridge. (Emergence of the London Mil-

lennium Bridge instability without synchronization, Igor Belykh 
et al., Nature, 10 December 2021, https://www.nature.com/arti-
cles/s41467-021-27568-y).

The Physics Nobel Prize winner Brian Josephson made essen-
tially this point in a letter he wrote to The Guardian only days 
after the bridge was opened and closed in 2000. 

The behaviour of the bridge, he pointed out, had nothing to do 
with people walking in step. Instead, it is “connected with what 
people do as they try to maintain balance if the surface on which 
they are walking starts to move, and is similar to what can happen 
if a number of people stand up at the same time in a small boat”.

Josephson’s point is borne out by a famous video of the crowds 
on the Millennium Bridge when it opened in 2000. 

The structure is visibly moving, yes. But the way the people are 
moving is decidedly awkward. Think of how you might walk if the 
ground below your feet is moving. That’s what you see, in those 
pedestrians. I have no idea if any such analysis could have been 
done for Julto Pul, or if it would have saved those lives. But why 
not do it now, for other pedestrian bridges?

Why not do it, in memory of the 140 we lost?
Once a computer scientist, Dilip D’Souza now lives in Mumbai 

and writes for his dinners. His Twitter handle is @DeathEndsFun.

At a critical 
crowd size, the 
bridge starts to 
sway and the 
crowd starts to 
synchronize

Gopika Gopakumar

gopika.g@livemint.com
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I
nterest rate hikes by global central 
banks, including the US Federal 
Reserve and Bank of England, have 
increased the possibility of an extended 
rate hike cycle by the Reserve Bank of 

India and, consequently, a higher terminal 
repo rate, economists and market partici-
pants said. 

On Wednesday, the US Fed hiked the 
policy rate by 75 basis points to 3.75-4% 
while hinting at a lowering of the quantum 
of rate hikes by the next or the following 
meeting. However, it also said that the ter-
minal rate, or the peak benchmark interest 
rate, is likely to be higher than earlier 
expected. Bank of England, too, hiked the 
benchmark interest rate by 75 basis points 
and hinted at increasing rates further to 
bring inflation down to the target level. 

Responding to the rate action, the bond 
markets in India ended nine basis points 
higher to 7.49%, while the rupee ended at 
82.89 against the dollar from the previous 
close of 82.79 

Economists and bond traders expect RBI 
to prolong the rate hiking cycle, which was 
expected to end early next year. They also 
expect the terminal repo rate to touch 6.5% 
by next year. That said, this is unlikely to 
impact the policy review in 
December when RBI may hike 
rates by 35-50 bps. 

“Our policy may have to be 
aligned with Fed due to cur-
rency concerns, though not to 
the extent of the magnitude of 
rate hikes. If Fed is hiking, we 
will have to continue hiking. If 
the Fed cycle is getting elongated, then it’s 
not good news for developing economies 
like India,” said Naveen Singh, head of trad-
ing at ICICI Securities Primary Dealership. 

“For India, we continue to expect a 35 
bps rate hike in the upcoming policy review 
in December. Anticipated comfort on infla-
tion is likely to prompt the MPC to pause, 

with two out of six members already in 
favour of such a move. However, the risk of 
disorderly exchange rate movement (not 
our base case) potentially raising the likeli-
hood of further moderate rate hikes cannot 
be ruled out,” said Vivek Kumar, an econo-
mist at QuantEco Research. 

In the September policy, RBI governor 
Shaktikanta Das referred to the aggressive 
monetary policy actions by the advanced 
economies as the third major shock after 
covid and the Russia-Ukraine war. 

RBI has raised policy rates by 190 basis 
points since May, but India’s retail inflation 
continued to remain above its target of 

2-6% for three consecutive quarters. 
Defending its policy actions so far, RBI is 

likely to write a letter to the government 
explaining the reasons behind the failure to 
meet the inflation target, certain remedial 
actions that the central bank proposes to 
take, besides an estimated timeline to 

achieve the inflation target. 
“After maintaining that RBI 

was guided by domestic con-
siderations, during the last 
policy, for the first time, RBI 
said that Fed is an important 
part of its policy formulations. 
Considering that the letter on 
inflation targeting failure is 

being discussed today, RBI will probably 
align the rates with Fed to send the right 
signal to parliamentarians that it is doing 
enough and will continue to increase rates, 
Sabnavis said. “Whether it will be a more 
moderate 25-35 bps or not, one will have to 
wait and see,” he added. 

Shayan Ghosh contributed to the article. 
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RBI may take cue from 
BoE, US Fed rate hikes
On Wednesday, the US Fed hiked policy rate by 75 basis points to 3.75-4%

The Reserve Bank of India is likely to write a letter to the government explaining the 
reasons behind the failure to meet the inflation target. HT

T o start this column, I ask for a moment of silence and reflec-
tion. This is in memory of the 140 people who died in the 
Morbi bridge collapse, and the 150 who died in the stam-

pede in Seoul.
Done? Thank you.
One afternoon earlier this year, I used a pedestrian bridge to 

walk across a wide river. Unlike in Morbi, nothing really hap-
pened as I walked. But after Morbi, I’ve had occasion to remem-
ber the nickname pedestrians gave that bridge. 

The Morbi bridge was popularly called “Julto Pul”, or “Swing-
ing Bridge”. The one I crossed last March is popularly called 
“Wobbly Bridge”.

An odd synchronicity in those names, right? The Wobbly 
Bridge’s official name is the Millennium Bridge, and it spans the 
River Thames in the heart of London. It was opened on 10 June 
2000. It was closed on 12 June 2000—yes, just two days later—
and did not reopen for nearly two years, till 22 February 2002. In 
that time, it underwent significant structural changes.

Why were modifications necessary on a brand new bridge? Let 
me return to that.

With suspension bridges, like Julto Pul and Wobbly Bridge, 
we’ve known for a long time of a certain characteristic phenome-
non. When a group of soldiers march over it, the bridge can start 
swaying. This is because the soldiers march in step, and this regu-
lar thumping of dozens or hundreds of feet sets the bridge oscil-
lating in synchrony. This can get quickly dangerous. In 1850, a 
battalion of soldiers marched onto the Basse-Chaine bridge in 
Angers, France. The bridge was already swaying with a thunder-
storm, and with these soldiers crossing, it swayed even more. The 
cables holding it up snapped, and over 200 soldiers were killed 
as it collapsed.

This is why soldiers on the march are told, when they come to 
a bridge like this, to break formation and walk across any way 
they can. The more disorganized, the better.

The day the Wobbly Bridge opened, about 90,000 people 
walked on it. At any given moment, it carried about 2,000. One 
theory about what happened then goes like this. 

While walking, their natural gentle swaying motion caused the 
bridge to sway slightly from side to side. This caused those on the 
bridge, consciously or otherwise, to spontaneously fall in with the 
rhythm of the bridge. 

That is, synchronously with the bridge’s movement. This made 
the bridge sway even more—the amplitude of its oscillations 
increased—which in turn made the pedestrians sway more, too 
... and as the whole swaying phenomenon was steadily rein-
forced, it soon was clear that the bridge was dangerous.

Luckily, it was closed before a horrific disaster ensued.
In December of 2000, in an effort to understand how the 

bridge had behaved, engineers carried out a “diagnostic wobble 
test”. They sent pedestrians onto the bridge a few at a time, slowly 
increasing their numbers until nearly 200. As they walked and 

The ground moves, beneath your feet
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as the count rose, the engineers measured the “wobble ampli-
tude”, meaning the distance the bridge sways. Simultaneously, 
they also calculated the “order parameter”, a measure of how syn-
chronized the pedestrians were in their walk. This measure goes 
from 0, meaning completely asynchronous, to 1, meaning in per-
fect lockstep.

They found something interesting indeed. “For small crowds, 
walkers are desynchronized” — and thus the order parameter 
hovers close to zero. The swaying of the bridge, too, is minimal. 
Almost certainly, the people on the bridge did not notice any 
swaying. But “at a critical crowd size, the bridge starts to sway and 
the crowd starts to synchronize, with each process pumping the 
other in a positive feedback loop.” That’s a result of each walker 
“impart[ing] an alternating sideways force to the bridge”. In turn, 
the movement of the bridge “alter[s] each pedestrian’s gait”.

That critical size is about 175 people.
The graphs that plot these two measures are eye-opening. At 

175 people, the wobble amplitude and the order parameter sud-
denly begin rising, themselves in seeming lockstep. The former 
rises to over 5cm, the latter reaches about 0.7. (Numbers and 
quotes from Crowd synchrony on the Millennium Bridge, Steven 
Strogatz et al., Nature, 2 November 2005, https://
www.nature.com/articles/438043a).

What’s also interesting about this model of the bridge’s behav-
iour is that it takes ideas about synchrony from biology. They 
describe, for example, how individual fireflies manage to syn-
chronize how they glow.

As ever with mathematics, though, there are doubts about this 
synchronization explanation for what happened to the Millen-
nium Bridge.

A more recent paper suggests that 
“any synchronization of pedestrians’ 
foot placement is a consequence of, 
not a cause of the instability”. For 
there’s very little evidence that the 
pedestrians synchronized their foot-
steps; in fact, at most only 20% of those 
on the bridge were striding along in 
time with the movements of the 
bridge. (Emergence of the London Mil-

lennium Bridge instability without synchronization, Igor Belykh 
et al., Nature, 10 December 2021, https://www.nature.com/arti-
cles/s41467-021-27568-y).

The Physics Nobel Prize winner Brian Josephson made essen-
tially this point in a letter he wrote to The Guardian only days 
after the bridge was opened and closed in 2000. 

The behaviour of the bridge, he pointed out, had nothing to do 
with people walking in step. Instead, it is “connected with what 
people do as they try to maintain balance if the surface on which 
they are walking starts to move, and is similar to what can happen 
if a number of people stand up at the same time in a small boat”.

Josephson’s point is borne out by a famous video of the crowds 
on the Millennium Bridge when it opened in 2000. 

The structure is visibly moving, yes. But the way the people are 
moving is decidedly awkward. Think of how you might walk if the 
ground below your feet is moving. That’s what you see, in those 
pedestrians. I have no idea if any such analysis could have been 
done for Julto Pul, or if it would have saved those lives. But why 
not do it now, for other pedestrian bridges?

Why not do it, in memory of the 140 we lost?
Once a computer scientist, Dilip D’Souza now lives in Mumbai 

and writes for his dinners. His Twitter handle is @DeathEndsFun.

At a critical 
crowd size, the 
bridge starts to 
sway and the 
crowd starts to 
synchronize
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Interest rate hikes by global central 
banks, including the US Federal 
Reserve and Bank of England, have 
increased the possibility of an extended 
rate hike cycle by the Reserve Bank of 

India and, consequently, a higher terminal 
repo rate, economists and market partici-
pants said. 

On Wednesday, the US Fed hiked the 
policy rate by 75 basis points to 3.75-4% 
while hinting at a lowering of the quantum 
of rate hikes by the next or the following 
meeting. However, it also said that the ter-
minal rate, or the peak benchmark interest 
rate, is likely to be higher than earlier 
expected. Bank of England, too, hiked the 
benchmark interest rate by 75 basis points 
and hinted at increasing rates further to 
bring inflation down to the target level. 

Responding to the rate action, the bond 
markets in India ended nine basis points 
higher to 7.49%, while the rupee ended at 
82.89 against the dollar from the previous 
close of 82.79 

Economists and bond traders expect RBI 
to prolong the rate hiking cycle, which was 
expected to end early next year. They also 
expect the terminal repo rate to touch 6.5% 
by next year. That said, this is unlikely to 
impact the policy review in 
December when RBI may hike 
rates by 35-50 bps. 

“Our policy may have to be 
aligned with Fed due to cur-
rency concerns, though not to 
the extent of the magnitude of 
rate hikes. If Fed is hiking, we 
will have to continue hiking. If 
the Fed cycle is getting elongated, then it’s 
not good news for developing economies 
like India,” said Naveen Singh, head of trad-
ing at ICICI Securities Primary Dealership. 

“For India, we continue to expect a 35 
bps rate hike in the upcoming policy review 
in December. Anticipated comfort on infla-
tion is likely to prompt the MPC to pause, 

with two out of six members already in 
favour of such a move. However, the risk of 
disorderly exchange rate movement (not 
our base case) potentially raising the likeli-
hood of further moderate rate hikes cannot 
be ruled out,” said Vivek Kumar, an econo-
mist at QuantEco Research. 

In the September policy, RBI governor 
Shaktikanta Das referred to the aggressive 
monetary policy actions by the advanced 
economies as the third major shock after 
covid and the Russia-Ukraine war. 

RBI has raised policy rates by 190 basis 
points since May, but India’s retail inflation 
continued to remain above its target of 

2-6% for three consecutive quarters. 
Defending its policy actions so far, RBI is 

likely to write a letter to the government 
explaining the reasons behind the failure to 
meet the inflation target, certain remedial 
actions that the central bank proposes to 
take, besides an estimated timeline to 

achieve the inflation target. 
“After maintaining that RBI 

was guided by domestic con-
siderations, during the last 
policy, for the first time, RBI 
said that Fed is an important 
part of its policy formulations. 
Considering that the letter on 
inflation targeting failure is 

being discussed today, RBI will probably 
align the rates with Fed to send the right 
signal to parliamentarians that it is doing 
enough and will continue to increase rates, 
Sabnavis said. “Whether it will be a more 
moderate 25-35 bps or not, one will have to 
wait and see,” he added. 

Shayan Ghosh contributed to the article. 
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