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RBI has unanimously maintained a status-quo on policy rate for the eleventh 
time in a row and reiterated that it will maintain the accommodative stance for 
as long as necessary to sustain growth on a durable basis. The central bank in 
its first bi-monthly policy of FY23 is moving towards normalisation of liquidity 
management to pre-Covid levels, with the introduction of the standing deposit 
facility (SDF) as the basic tool to absorb excess liquidity, and narrowing the 
liquidity adjustment facility (LAF) to 0.50% from the 0.90%. Moreover, RBI has 
raised its inflation outlook (to reflect costlier oil), while reduced its real GDP 
growth projection to 7.2% (vs earlier guidance of 7.8%). 

Exhibit 1: RBI Keeps Repo Rate Unchanged For Fifth Time 

 
Source: Company, Company, Dalal & Broacha Research 
 
Exhibit 2:  

Policy Tools Policy rates Status 
Repo 4.00% Unchanged 

Reverse Repo 3.35% Unchanged 

Marginal Standing Facility (MSF) 4.25% Unchanged 

Bank Rate 4.25% Unchanged 

SLR 18.00% Unchanged 

Source: Company, Company, Dalal & Broacha Research 

 

GDP Growth Projection At 7.2% For Fy23 

 With the ebbing of the third wave and expanding vaccination coverage, the pick-up in contact-
intensive services and urban demand is expected to be sustained. The government's thrust 
on capital expenditure coupled with initiatives such as the production linked incentive (PLI) 
scheme should bolster private investment activity, amidst improving capacity utilisation, 
deleveraged corporate balance sheets, higher offtake of bank credit and congenial financial 
conditions.  

 At the same time, the escalation of the geopolitical situation and the accompanying surge in 
international crude oil and other commodity prices, tightening of global financial conditions, 
persistence of supply-side disruptions and significantly weaker external demand pose 
downside risks to the outlook.  
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 Taking all these factors into consideration, the real GDP growth for FY23 is now projected at 
7.2%, with Q1 at 16.2%; Q2 at 6.2%; Q3 at 4.1%; and Q4 at 4.0%, with risks broadly balanced. 

Inflation Projection At 5.7% For Fy23 
 With the broad-based surge in prices of key industrial inputs and global supply chain 

disruptions, input cost push pressures appear likely to persist for longer than expected earlier. 
Their pass-through to retail prices, though limited till now given the continuing slack in the 
economy, needs to be monitored carefully. Manufacturing sector firms polled in the RBI's 
industrial outlook survey expect higher input and output price pressures going forward.  

 Taking into account these factors and on the assumption of a normal monsoon in 2022 and 
average crude oil price (Indian basket) of US$ 100 per barrel, inflation is now projected at 
5.7% (vs 4.5% projected earlier) in FY23, with Q1 at 6.3%; Q2 at 5.8%; Q3 at 5.4%; and Q4 at 
5.1%.  

Liquidity and Financial Market Conditions 

 RBI is talking all necessary steps to normalised liquidity conditions to pre-pandemic levels, 
with the introduction of SDF as the basic tool to absorb excess liquidity without any collateral, 
and narrowing LAF to 0.50% from the 0.90%.   

 The SDF, with an interest rate of 3.75%, will replace the fixed rate reverse repo (FRRR) as the 
floor of the LAF corridor. Both the standing facilities - the MSF and the SDF - will be available 
on all days of the week, throughout the year. 

 FRRR rate is retained at 3.35% and will remain as part of the RBI's toolkit and its operation will 
be at the discretion of the RBI for purposes specified from time to time. The FRRR along with 
the SDF will impart flexibility to the RBI's liquidity management framework. 

Other Major Announcements  

 RBI extends rationalisation of risk weight for housing loans: Recognising the importance 
of the housing sector, the central bank has proposed extending the lower risk weights on 
home loans by one more year till March 31, 2023. The central bank vide circular dated Oct 
12, 2020 had rationalised the risk weights for individual housing loans by linking them only 
with loan to value (LTV) ratios. Risk weight for all the new housing loans would be 35% if the 
LTV ratio is 80% or lower. If the LTV ratio is higher than 80% and up to 90%, the risk weight 
would be 50%. 

 SLR Holdings in HTM category: With a view to enable banks to better manage their 
investment portfolio during FY23, the central bank has decided to enhance the present limit 
under Held to Maturity (HTM) category from 22% to 23% of NDTL till March 31, 2023. The HTM 
limits would be restored from 23% to 19.5% in a phased manner starting from the quarter 
ending June 30, 2023. 

 Introduces Card-Less Cash Withdrawal Facility Using UPI across All ATMs: To encourage 
card-less cash withdrawal facility across all banks and all ATM networks / operators, the 
central bank has proposed to enable customer authorisation through the use of Unified 
Payments Interface (UPI) while settlement of such transactions would happen through the ATM 
networks.  Separate instructions would be issued to NPCI, ATM networks and banks shortly. 

 Cyber Resilience and Payment Security Controls of Payment System Operators (PSOs): 
RBI has prescribed the necessary security controls for digital payment products and services 
offered by banks and credit card issuing NBFCs. It is proposed to issue similar directions for 
Payment System Operators (PSOs), covering robust governance mechanism for identification, 
assessment, monitoring and management of cybersecurity risks including information 
security risks and vulnerabilities, and specify baseline security measures for ensuring safe and 
secure digital payment transactions. The directions will be issued shortly. 
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Disclaimer 
 

Dalal & Broacha Stock Broking Pvt Ltd, hereinafter referred to as D&B 
(CINU67120MH1997PTC111186) was established in 1997 and is an integrated financial services 
player offering an extensive range of financial solutions and services to a wide spectrum of customers 
with varied needs ranging from equities to mutual funds to depository services. 
D&B is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange 
of India Limited (NSE). D&B along with its affiliates offers the most comprehensive avenues for 
investments and is engaged in the securities businesses including stock broking (Institutional and 
retail), depository participant, portfolio management and services rendered in connection with 
distribution of primary market issues and financial products like mutual funds, fixed deposits. Details 
of associates are available on our website i.e. www.dalal-broacha.com 
D&B is registered as Research Analyst with SEBI bearing registration Number INH000001246 as per 
SEBI (Research Analysts) Regulations, 2014.  
D&B hereby declares that it has not defaulted with any stock exchange nor its activities were 
suspended by any stock exchange with whom it is registered in any time in the past. It has not been 
debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has its 
certificate of registration been cancelled by SEBI at any point of time.  
SEBI and Stock Exchanges have conducted the routine inspection and based on their observations 
have issued advice letters or levied minor penalty on D&B for certain operational deviations in routine 
course of business.  
D&B offers research services to clients as well as prospects. The analyst for this report certifies that 
all of the views expressed in this report accurately reflect his or her personal views about the subject 
company or companies and its or their securities, and no part of his or her compensation was, is or 
will be, directly or indirectly related to specific recommendations or views expressed in this report.  
 
Other disclosures by D&B (Research Entity) and its Research Analyst under SEBI (Research 
Analyst) Regulations, 2014 with reference to the subject company(s) covered in this report-:  
 
D&B or its associates may have financial interest in the subject company. 
 
D&B or its associates do not have any material conflict of interest in the subject company.  
 
The Research Analyst or Research Entity (D&B) has not been engaged in market making activity for 
the subject company.  
 
D&B or its associates may have actual/beneficial ownership of 1% or more securities of the subject 
company at the end of the month immediately preceding the date of publication of Research Report.  
 
Disclosures in respect of Research Analyst: 
 
Whether Research Analyst or his/her relatives have actual/beneficial ownership 
of 1% or more securities of the subject company at the end of the month 
immediately preceding the date of publication of Research Report: 

No 

Whether the Research Analyst or his/her relative’s financial interest in the 
subject company. 

No 

Whether the research Analyst has served as officer, director or employee of the 
subject company 

No 

Whether the Research Analyst has received any compensation from the subject 
company in the past twelve months 

No 

Whether the Research Analyst has managed or co‐managed public offering of 
securities for the subject company in the past twelve months 

No 

Whether the Research Analyst has received any compensation for investment 
banking or merchant banking or brokerage services from the subject company 
in the past twelve months 

No 

Whether the Research Analyst has received any compensation for products or 
services other than investment banking or merchant banking or brokerage 
services from the subject company in the past twelve months 

No 

Whether the Research Analyst has received any compensation or other benefits 
from the subject company or third party in connection with the research report 

No 
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D&B and/or its affiliates may seek investment banking or other business from the company or 
companies that are the subject of this material. Our salespeople, traders, and other professionals 
may provide oral or written market commentary or trading strategies to our clients that reflect 
opinions that are contrary to the opinions expressed herein, and our proprietary trading and investing 
businesses may make investment decisions that may be inconsistent with the recommendations 
expressed herein.  
 
In reviewing these materials, you should be aware that any or all of the foregoing, among other things, 
may give rise to real or potential conflicts of interest including but not limited to those stated herein. 
Additionally, other important information regarding our relationships with the company or companies 
that are the subject of this material is provided herein. This report is not directed to, or intended for 
distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, 
state, country or other jurisdiction where such distribution, publication, availability or use would be 
contrary to law or regulation or which would subject D&B or its group companies to any registration 
or licensing requirement within such jurisdiction. Specifically, this document does not constitute an 
offer to or solicitation to any U.S. person for the purchase or sale of any financial instrument or as an 
official confirmation of any transaction to any U.S. person. Unless otherwise stated, this message 
should not be construed as official confirmation of any transaction. No part of this document may be 
distributed in Canada or used by private customers in United Kingdom. All material presented in this 
report, unless specifically indicated otherwise, is under copyright to D&B. None of the material, nor 
its content, nor any  
 
copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without 
the prior express written permission of D&B. All trademarks, service marks and logos used in this 
report are trademarks or registered trademarks of D&B or its Group Companies. The information 
contained herein is not intended for publication or distribution or circulation in any manner 
whatsoever and any unauthorized reading, dissemination, distribution or copying of this 
communication is prohibited unless otherwise expressly authorized. Please ensure that you have read 
“Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities 
and Exchange Board of India before investing in Indian Securities Market. In so far as this report 
includes current or historic information, it is believed to be reliable, although its accuracy and 
completeness cannot be guaranteed. 
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