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RBI MPC Outcome: A Strategic Push Toward Growth

By Mihir Modi & Co.

The Reserve Bank of India (RBI), through its latest Monetary Policy Committee (MPC) announcement,
has delivered a strong and strategic message to the market—growth takes center stage. In a
unanimous decision, all six members of the MPC voted to cut the policy repo rate by 25 basis points,
bringing it down to 6%, and shifted the monetary stance from ‘Neutral’ to ‘Accommodative’.

Key Highlights and Implications:

1. Policy Rate Cut & Accommodative Stance

The reduction in the repo rate is a direct signal of RBI's pro-growth agenda. The shift to an
accommodative stance effectively rules out the possibility of a rate hike in the near term. This
suggests that the RBI is prepared to either maintain or further reduce rates, creating a favorable
borrowing environment.

2. Liquidity Support and Inflation Outlook

The central bank has emphasized its commitment to supporting liquidity in the financial system.
Despite back-to-back rate cuts, the RBI seems confident that inflation will remain under control. The
Consumer Price Index (CPI) inflation is projected at 4%, comfortably within the RBI's tolerance

band of 2-6%.

3. GDP Growth Projection Adjusted



RBI has revised GDP growth for FY 2025-26 to 6.5%, down from the earlier projection of 6.7%. This
adjustment is largely driven by external headwinds, particularly the recent tariff impositions by the
United States. However, with no major domestic elections in this financial year and the government
aligned toward growth revival, real GDP performance could exceed expectations.

4. Mixed Impact on Trade

While India’s net exports may take a hit due to the US tariffs, the relatively moderate tariff burden
on India—especially when compared to China, Vietnam, and Bangladesh—offers a competitive edge.
Furthermore, strong service exports and robust remittance inflows from the Indian diaspora are
expected to provide partial relief against the trade deficit.

5. Revival in Manufacturing Activity

A positive trend in manufacturing revival signals improving demand and investment sentiment, laying
the groundwork for sustained economic growth in the medium term.

6. Regulatory Enhancements & Tech Push

Gold Loan Framework: The RBI is expected to roll out comprehensive regulations governing
the gold loan segment, aiming to standardize practices and mitigate systemic risks.

UPI Transaction Limit Raised: The National Payments Corporation of India (NPCI) has been
allowed to enhance the UPI transaction limit to ?2 lakh for in-person merchant payments,
which will further fuel the digital economy and enhance transactional ease for high-value retalil
purchases.

7. Commodities & Crude Oil Outlook

The central bank is also projecting a continued softening of global crude oil and commodity
prices, which bodes well for India’s import bill and inflation trajectory.

Conclusion: Optimism with Caution

The RBI's latest policy measures reflect a well-calibrated effort to steer the economy toward
sustainable growth, without compromising on macroeconomic stability. With supportive global
commodity trends, a strong domestic consumption base, and a favorable policy environment, India
stands at a strategic inflection point.



Moreover, the current geopolitical shift from Chinato alternate manufacturing hubs offers a
once-in-a-decade opportunity for Indian businesses. The onus now lies with industry stakeholders to
seize this momentum, ramp up domestic manufacturing, and align with the larger vision of self-reliant
and globally competitive India.
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