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Mumbai, 19 August 

The minutes of the mone-
tary policy committee 
(MPC) deliberation for 

the August monetary policy 
review indicated more interest 
rate hikes in the coming 
months as the retail inflation 
remained elevated, even as 
panel members noted that it 
may have peaked. 

The six-member monetary 
policy committee of the 
Reserve Bank of India (RBI) 
hiked the repo rate by 50 basis 
points to 5.4 per cent, while 
deciding to remain focused on 
the "withdrawal of accommo-
dation" to ensure that inflation 
returned within the target 
zone. 

“Though inflation has  
moderated and plateaued 
since its recent peak of  
April 2022, it remains unac-
ceptably and uncomfortably 
high,” RBI Governor 
Shaktikanta Das said, accord-
ing to the meeting minutes. 

He said the decision to 
increase the rate by 50 bps was 
aimed at bringing the retail 
inflation within the target band 
and then taking it close to the 
target of 4.0 per cent over the 
medium term. Inflation, which 
hit 7.8 per cent in April, has fall-
en from its peak; it was at  
6.7 per cent in July. 

“The sequence of our policy 
measures is expected to 
strengthen monetary policy 
credibility and anchor inflation 
expectations,” Das said. 

Deputy Governor M D Patra 
echoed Das’ concern about 
high inflation. He said: 
“Although inflation seems to 
have peaked, it is still uncon-
scionably high.” 

Indicating he would push 
for further rate hikes, Patra 
said: “Frontloading of mone-
tary policy actions can keep 

inflation expectations firmly 
anchored, re-align inflation 
with the target, and reduce the 
medium-term growth sacrifice 
as it is timed into the recovery 
underway.” He cautioned that 
small steps over a prolonged 
period could allow inflation to 
get entrenched and inflation 
expectations unhinged. 

While all the six MPC 
members voted for a 50-basis 
point rate hike, external 
member Jayanth Varma dis-
sented from the resolution: 
‘Remain focussed on withdra-
wal of accommodation". “This 
statement confuses more than 
it clarifies,” Varma said. 
“Because the rate hike in this 
meeting takes the policy rate 

above the pre-pandemic level, 
'withdrawal of accommoda-
tion' cannot refer to the with-
drawal of the pandemic-era 
accommodation. It can only 
mean withdrawal of the pre-
pandemic accommodation 
that began with the rate cut 
from 6.50 per cent to 6.25 per 
cent in February 2019,” he said. 

“A plain reading of this  
resolution would then be that 
the MPC is focused on taking 
the repo rate back to 6.50 per 
cent,” he said. Varma said the 
terminal repo rate may or may 
not be 6.50 per cent, but it is 
almost certainly well above 
5.40 per cent, indicating his 
preference for more rate hikes. 

Varma, however, empha-

sised that an indication of a ter-
minal repo rate of 6.50 per cent 
was unwarranted as risks to 
economic growth had signifi-
cantly heightened. “Though 
the Indian economy has been 
highly resilient to geopolitical 
and commodity price shocks 
so far, the weakening of exports 
in July indicates that India 
would not be immune to 
growth shocks emanating from 
the rest of the world,” he wrote. 

Another external member 
Ashima Goyal said that her 
research showed that Indian 
real rates were required to be 
negative in slumps but low pos-
itive in booms. “The healthy 
recovery suggests we are no 
longer in a slump,” she said.  

MPC minutes suggest 
more repo rate hikes
Sequence of policy measures is expected to anchor inflation expectations: Das

“One year ahead, inflation 

is likely to be around 5%. 

Therefore, I vote for a 50-

bp rise, raising it to 5.4% 

and delivering the required 

low positive real rate”  

 

ASHIMA GOYAL 
MPC external member 

“Though inflation has moderated and 

plateaued since its recent peak of April 

2022, it remains unacceptably and 

uncomfortably high... The sequence of 

our policy measures is expected to 

strengthen monetary policy credibility 

and anchor inflation expectations”  
 

SHAKTIKANTA DAS, RBI governor 

“Small steps over a 

prolonged period  

could allow inflation to get 

entrenched and  

inflation expectations 

unhinged” 

 

MD PATRA  
Deputy governor 

“A plain reading of this 

resolution would then  

be that the MPC is  

focused on taking the  

repo rate back to  

6.50 per cent” 

 

JAYANTH VARMA 
MPC external member 


