
RBI for quick  
transmission  
of  repo rate cut 

The RBI on Wednesday 
issued a draft circular for 
lending against gold 
collateral, with the aim of 
establishing a harmonise d 
regulatory framework for 
such loans. It also aims to 
address concerns related 
to lending practices, 
provide clarity and propo -
sed to strengthen conduct-
related standards. 5 >

Regulator seeks 
to standardise 
gold loan norms

The RBI’s decision to cut 
the repo rate has brought 
cheer to the industries like 
real estate and automot ive 
at a time when the global 
environment is dynamic 
and fraught with 
uncertainties.  The move 
will act as a tailwind for 
the industry that has seen 
moderation in demand in 
recent months. 3 >

Real estate, auto 
firms hopeful of 
sales rebound

BOND YIELDS DROP  
TO 3-YEAR LOW AS  
RBI TURNS DOVISH    5 > 

INDUSIND INCIDENT 
NOT  FAILURE, BUT  
AN EPISODE: GUV     4 > 

BANKER’S TRUST  
RBI cuts rate, charts 
out the path ahead    

TAMAL BANDYOPADHYAY 
writes                        5 > RBI Governor Sanjay 

Malhotra on Wednesday 
said the central bank 
aimed at a quick 
transmission of the rate 
cut through the banking 
system. Thus, lending 
rates, especially the ones 
linked to the marginal 
cost of funds, are unlikely 
to come down 
immediately. 4 >

Eases repo rate by 25 bps to 6%; dials 
down growth, inflation projections
MANOJIT SAHA 
Mumbai, 9 April 

T
he six-member 
monetary policy 
committee (MPC) of 
the Reserve Bank of 

India (RBI) on Wednesday 
unanimously lowered the pol-
icy repo rate by 25 basis points 
to 6 per cent, mark-
ing a second con-
secutive cut. It also 
changed its policy 
stance to “accom-
modative”, signal-
ling the likelihood of further 
easing in the coming months. 

The central bank lowered its 
gross domestic product (GDP) 
growth forecast for 2025-26 
(FY26) to 6.5 per cent from the 
6.7 per cent projected in 
February. The inflation forecast 
for the financial year was also 
revised downwards to 4 per 

cent from 4.2 per cent earlier. 
A “decisive improvement” 

in the inflation outlook — pro-
jected to fall below the RBI’s tar-
get of 4 per cent during 2025 — 
helped the central bank pivot 
towards supporting growth. 

Global uncertainties, par-
ticularly those driven by ongo-
ing tariff conflicts, are expected 

to weigh on domes-
tic growth, said RBI 
Governor Sanjay 
Malhotra, although 
he noted India’s 
exposure to such 

risks would be limited. 
“According to projections, 

there is now a greater confi-
dence of a durable alignment 
of headline inflation with the 
target of 4 per cent over a 12-
month horizon,” he said while 
announcing the review of the 
first monetary policy of FY26. 

Turn to Page 10 > 

“The change in stance from ‘neutral’ to 
‘accommodative’ means that going forward — 
absent any shocks — the MPC is considering 
only two options: Status quo or a rate cut” 
SANJAY MALHOTRA, RBI Governor

RBI slashes rate, shifts stance

EDIT:  
POLICY 
ADJUSTMENT  9>
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Malhotra further said: “On the 
other hand, impeded by a 
challenging global environ-
ment, growth is still on a 
recovery path after an under-
whelming performance in the 
first half of 2024-25. In such 
challenging global economic 
conditions, benign inflation 
outlook and moderate growth 
demand that the MPC con-
tinue to support growth.” 

According to Sakshi Gupta, 
principal economist at HDFC 
Bank: “If global tensions con-
tinue to escalate, we see a 
further downside risk to these 
(RBI’s) projections. We expect 
the GDP growth rate at 6.3 per 
cent for FY26, assuming  
that there is some retraction 
in tariff announcements (by 
the US) with successful bilat-
eral negotiations.” 

Gupta expects two more 
rate cuts by the central bank in 
2025 alone, including one in the 
next policy review in June. 

About transmission of the 
policy rate cuts, she said: “As 
liquidity conditions continue 
to improve — expected to aver-
age above neutral in the cur-
rent quarter — the transmis-

sion of rate cuts to money mar-
ket rates and for deposit rates 
is likely to increase.” 

Nomura said in a report: 
“We have long held the view 
that this easing cycle is not shal-
low and terminal rates would 
settle around neutral.” It 
revised its forecast for the ter-
minal repo rate down to 5 per 
cent from 5.5 per cent. 

Commenting on the shift in 
policy stance, Malhotra clari-
fied that it should not be inter-
preted as directly tied to liquid-
ity conditions. Nonetheless, he 
stressed that liquidity manage-
ment remained a key opera-
tional tool for monetary policy 
transmission. The RBI, he said, 
remained committed to ensur-
ing adequate system liquidity. 

“Today’s change in stance 

from ‘neutral’ to ‘accommo-
dative’ means that going for-
ward, absent any shocks, the 
MPC is considering only two 
options — status quo or a rate 
cut,” he said. 

Malhotra added that while 
he would like to see the trans-
mission of the rate cut to lend-
ing and deposit rates happen-
ing swiftly, disrupting the 
system must also be avoided. 

With the repo rate cut, com-
mercial banks are expected to 
lower retail lending rates, 
including home loan rates, as 
they are directly linked to the 
policy rate. Four public sector 
banks — Punjab National Bank 
(PNB), Bank of India, Indian 
Bank, and UCO Bank — 
announced up to 35 basis points 
reduction in lending rates, soon 
after the RBI's announcement.   

Indian Bank announced a 
reduction in its repo-linked 
benchmark lending rate 
(RBLR) from 9.05 per cent to 
8.70 per cent, with effect from 
April 11. PNB revised RBLR 
from 9.10 per cent to 8.85 per 
cent with effect from April 10. 

Bank of India's new RBLR 
stands at 8.85 per cent as 

against 9.10 per cent earlier. The 
new rate became effective from 
Wednesday. UCO Bank said it 
has brought down the repo-
linked rate to 8.8 per cent, effec-
tive Thursday. Other lenders 
are expected to follow suit. 

However, deposit rates may 
take longer to adjust, as banks 
continue to face challenges in 
mobilising resources. 

“The overall transmission to 
deposit rates has remained low 
as savings deposit rates have 
remained unresponsive to pol-
icy rate changes,” said Soumya 
Kanti Ghosh, group chief eco-
nomic advisor, State Bank of 
India. “Following the RBI’s 25-
basis-point repo rate cut in 
February, public-sector banks 
reduced deposit rates by 6 basis 
points, and foreign banks by 15 
basis points; private banks 
increased rates by 2 basis 
points,” Ghosh added. 

Unless deposit rates decline, 
banks’ marginal cost of funds-
based lending rates (MCLR) are 
unlikely to fall, as they remain 
closely tied to funding costs. 
Lending to large and mid-sized 
firms is typically benchmarked 
to the MCLR.
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Growth still on recovery path: RBI guv


