Pause, not pivot: RBI guv

DAS STRESSES INFLATION FIGHT;
FM SAYS RBIMADE A GOOD CALL

MANOJIT SAHA
Mumbai, 6 April

he six-member monetary

policy committee (MPC) of

the Reserve Bank of India

(RBI) on Thursday unani-
mously decided to keep the policy
repo rate unchanged at 6.5 per cent
but declined to concede that the rate
cycle had peaked.

The move is a surprise because
the markets were expecting another
25-basis point rate hike since
the inflation rate based on the con-
sumer price index in January and
February was above 6 per cent, the
higher end of the tolerance band of
the central bank.

“It decided unanimously to keep
the policy repo rate unchanged at
6.50 per cent in this meeting with
readiness to act, should the situation
so warrant,” Governor Shaktikanta
Das said while announcing the MPC’s
decision.

He started the post-policy media
interaction, saying: “It’s pause, not
a pivot.”

The central bank pressed the
pause button even though its coun-
terparts abroad are continuing to
tighten monetary policy, although at
areduced pace. A large section of the
market was expecting a long pause
following a rate hike.

Except External Member Jayanth
Varma, all other MPC members voted
in favour of the stance, which was “to
remain focused on withdrawal of
accommodation to ensure that infla-
tion progressively aligns with the tar-
get, while supporting growth”.

There was a slight change in
words on the stance from previous
policies, which read “to remain
focused on withdrawal of accommo-
dation to ensure that inflation
remains within the target going for-
ward, while supporting growth”.

Das said since the inflation rate
was above the target and given its
current level, the present policy rate
could still be regarded accommo-
dative. “Hence the MPC decided to
remain focused on withdrawal of
accommodation.” Turn to Page 6 »

Shaktikanta Das, RBI governor
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UPIpayments
through
pre-sanctioned
bankcreditsoon

After allowing RuPay credit card
to be linked to Unified Payments
Interface, the RBI has proposed
toexpandthescope ofthe
payments platform by enabling
transferto/from pre-sanctioned
creditlines atbanks 4p
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Realty,auto
firmswelcome
MPCdecision

Real estate and automotive
companies welcomed the
Reserve Bank of India’s
Monetary Policy Committee's
(MPC's) decision. Executives
said the decision showed
thatinflation had peaked
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Benchmark indices Sensex
and Nifty continued their
winningrun forthefifth

day asRBI's surprise policy
move to pause rate hikes
boosted buyingin interest
rate-sensitive stocks 100
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RBI GOES FOR A HAWKISH
PAUSE, WRITES TAMAL
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Das kept emphasising the
RBI’s vigilance on inflation
continued even if the infla-
tion forecast for this fiscal
year had been lowered, while
the growth forecast was
increased.

The inflation rate is now
projected at 5.2 per cent for
FY24, lowered from the 5.3
per cent, assuming an annual

average crude oil price
(Indian basket) of $85 per bar-
rel.

The FY24 GDP forecast
was raised a notch to 6.5 per
cent as compared to 6.4 per
cent projected earlier.

Real GDP growth for FY23
is seen at 7 per cent, which
indicates the resilience of the
Indian economy, Das said.

“Ourjobis not yet finished
and the war against inflation
has to continue until we see
a durable decline in inflation
closer to the target. We stand
ready to act appropriately
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and in time. We are confident
that we are on the right track
to bring down inflation to the
target rate over the medium
term,” Das said.

Yet there is a view there
could be a long pause from
now.
“The RBI could go for ‘the
higher for longer’ narrative --
staying on an extended pause
in FY24 while tightening lig-
uidity conditions. Therefore,
short-term  rates could
remain under pressure over
the coming months,” said
Abheek Barua, chief econo-
mist, HDFC Bank.

Rahul Bajoria, managing
director and head of EM Asia
(ex-China) economics,
Barclays, said: “We now see
the RBI on hold for the rest of
FY24, with only a major
upside inflation shock likely
to stir back the bank into rate
action.”

Bond markets welcomed
the central bank pause. The
yield on the 10-year bench-
mark government bond
declined 6 basis points to end
the day at 7.20 per cent. The
rupee appreciated by 11 paise
due to weakness in the dollar
index and corporate inflows.
“No change in stance means
the RBI is prepared to act if
the need arises... Bond yields
after an initial euphoria may
oscillate in upcoming auc-
tions,” said Lakshmi Iyer,
chief executive officer
(investment and strategy),
Kotak Investment Advisors.

The pause will bring relief
to consumers, particularly
home loan takers. “From a
real estate market perspec-
tive, the sector has weathered
multiple home loan interest
rate increases from a low of
6.5 per cent to 8.75 per cent
....Therefore, a pause in any
further rise in the lending
rates should support the
existing growth momentum
in the housing sector,” said
Shishir Baijal, chairman and

managing director, Knight
Frank India.

The Sensex and the Nifty
edged higher after the RBI’s
surprise decision.

Rate-sensitive sectors did
well in Thursday’s session.
The S&P BSE Auto index was
up 0.94 per cent, while the
S&P BSE Realty index jumped
2.9 per cent, making it the
biggest gainer among sector
indices.

Online
games...

“Essentially, the rules only
deal with (excluding) real-
money games that involve
wagering. By this process of
exclusion, every other game
is permissible. The real-mon-
ey games that don’t involve
wagering, there are certain
requirements of KYC before
you can take money,” said
Minister of State for
Electronics and Information
Technology Rajeev
Chandrasekhar.

All companies offering
real-money games must have
a physical contact address in
India published on their web-
site or application (app).

The rules define an online
real-money game as an
online game where a user
deposits cash or kind with the
expectation of earning win-
nings on that deposit. The
gaming platforms will not be
able to offer in-app financing
by themselves through credit
or other third-party services
to play games offered by it.

The composition of an
SRB includes experts from
the online gaming industry,
education, psychology, infor-
mation and communications
technology, and child rights
organisations. It also must
have a person from public
policy or administration or
law enforcement, to be nom-



