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RBI Monetary Policy  RBI on Growth, Inflation 
   

Repo Rate Unchanged 
Now at 5.25% v/s 5.25% 
Standing Deposit Facility Unchanged Now at 5.00 % v/s 5.00% 

MSF Bank Rate Unchanged Now at 5.50 % v/s 5.50% 
Policy Stance Unchanged Neutral 

 

 

 

FY27 GDP Growth Projected at 6.6% 

FY27 Inflation Outlook Projected at 5.1% 

 
Neutral Stance 
 
The RBI’s Monetary Policy Committee (MPC) unanimously maintained the third consecutive hold, keeping the repo rate 
unchanged at 5.25%. Consequently, the SDF rate remains at 5.00% and the MSF/Bank Rate at 5.50%. Citing heightened 
inflation risks from the West Asia conflict and a volatile rupee, the committee voted to maintain a neutral stance and revised 
the FY27 retail inflation forecast upwards to 5.1%. 
The hold reflects a deliberate balancing act. Headline retail inflation remains below the 4% target, which would ordinarily 
leave room to support growth. However, the inflation outlook has deteriorated on the back of a sharp rise in crude oil prices 
linked to the Middle East conflict, a sub-normal monsoon forecast with El Niño risks, and a rupee that has been the worst-
performing major Asian currency in 2026. Because the emerging inflation impulse is supply-driven rather than demand-driven, 
a rate hike would do little to address the root cause while risking domestic growth – hence the wait-and-watch approach. 
 
Growth Outlook 
 
Real GDP Growth (FY27): Projected at 6.6% down from earlier 6.9% 
 
Inflation Projections 
 
CPI Inflation (FY27): Projected at 5.1% increased by 50 bps from earlier projection of 4.6% 
The committee noted that inflation could edge above the 4% target as the supply shock feeds through, while cautioning that 
the food-price outlook remains uncertain given the monsoon and El Niño risks. 
 
Economic Indicators & Forex Strength 
 
 Foreign Investments: India achieved a record gross FDI of over $94 bn and a net FDI of $7 bn last year. While April (FY 

2026-27) saw encouraging FPI flows, net FPI witnessed a $14 bn outflow by early June, mainly in equities. 
 Forex Reserves: As of May 29, 2026, India’s foreign exchange reserves stand at a healthy $682.3 bn (covering roughly 

11 months of imports and over 89% of external debt). 
 
Policy Adjustments & Capital Attraction Measures 
 
To strengthen the Balance of Payments (BoP) and attract foreign capital, the government announced five new measures: 
1. Government Securities: Expanding specified securities under the Fully Accessible Route (FAR) to include new 15-, 30-, and 

40-year tenors (previously limited to 10 years). Short-term, concentration, and individual security investment limits for FPIs 
under the general route are being removed, alongside new tax benefits. 

2. NRI/OCI & Foreign Individual Investments: Investment limits in equity instruments on the stock market (without SEBI 
registration) are being increased for NRIs/OCIs, and this exact facility is being extended to all non-resident individuals. 

3. Concessional Forex Swaps: A concessional forex swap facility will be available until September 30, 2026, to incentivize 
External Commercial Borrowings (ECBs) by Public Sector Undertakings (PSUs). 

4. FCNRB Deposits: Authorized dealer banks will receive full hedging cost coverage until September 30, 2026, for raising 
3-to-5-year FCNRB deposits. 

5. Export Proceeds: The timeline for the realization of export proceeds is being restored to 9 months (down from the previous 
extension of 15 months). 
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Watch Ahead 
 
 Crude oil and the Middle East conflict – the single biggest swing factor for both inflation and the rupee. 
 Monsoon progression and any confirmation of El Niño, which would feed directly into the food-price outlook. 
 Rupee trajectory and the scale of RBI FX intervention; sustained weakness raises the tail risk of a defensive hike in H2 FY27. 
 Incoming CPI prints, especially from Q4 when the supply shock is expected to bite, and any spillover into core inflation 
 
Governor’s Message 
 
Monetary policy has turned more cautious. it is prudent to wait for greater clarity to emerge.” The Governor emphasised that the 
RBI would remain data-dependent, that safe-haven demand and global sentiment are imparting volatility to FX markets, and that 
the food-price outlook remains a key uncertainty. 
 
Summary 
 
The RBI is signalling that it has effectively reached the end of its easing room for now: with FY27 inflation revised meaningfully 
higher and external risks dominating, the near-term bias has shifted from “when will the next cut come” to “will the RBI need 
to hike if oil prices rise further and the rupee weakens?.” For now, the most likely path is an extended pause, with the RBI 
leaning on FX intervention and liquidity management instead of the policy rate. A rate hike in H2 FY27 is no longer a negligible 
tail risk if energy prices stay elevated, but it is not the base case. 

The RBI appears to be adopting a cautious and defensive stance amid rising global uncertainties. With the global economy 
facing supply shocks driven by the West Asia conflict and El Niño risks, the central bank is prioritising macro-financial stability 
over further stimulus, effectively waiting for the geopolitical dust to settle before making its next move. The external sector 
measures announced today — covering G-sec access, FCNR(B) incentives, and ECB swaps — reflect a parallel effort to shore 
up capital inflows and insulate the rupee from risk-off pressures, without altering the domestic rate stance. 
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Disclaimer  

Analyst Certification: I, Dhananjay Kansara, research analyst and author of this report, hereby certify that the views expressed in this research report 
accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part of the compensation 
of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research. The analyst(s), 
principally responsible for the preparation of this research report, receives compensation based on overall revenues of the company (Way2Wealth Brokers 
Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to achieve and maintain independence and objectivity in making any 
recommendations.  

It is confirmed Dhananjay Kansara, the author of this report has not received any compensation from the companies mentioned in the report in the preceding 
12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from other business. Neither 
Way2Wealth nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or 
consequential including lost revenue or lost profits that may arise from or in connection with the use of the information contained in this report.  

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. 
Way2Wealth is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or 
to engage in or refrain from engaging in any such transaction. The contents of this material are general and are neither comprehensive nor appropriate for 
every individual and are solely for the informational purposes of the readers.  This material does not take into account the specific objectives, financial 
situation or needs of an individual/s or a Corporate/s or any entity/s.  

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or distributed or 
redistributed to any other person in any form. If you are not the intended recipient, you must not use or disclose the information in this research in any 
way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. Way2Wealth will not treat 
recipients as customers by virtue of their receiving this report. The distribution of this document in other jurisdictions may be restricted by the law applicable 
in the relevant jurisdictions and persons into whose possession this document comes should inform themselves about and observe any such restrictions.  

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is accurate, 
complete or up to date and it should not be relied upon as such. Way2Wealth or any of its affiliates or employees makes no warranties, either express or 
implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of suitability, fitness for a particular purpose, 
accuracy, timeliness, completeness or non-infringement. We accept no obligation to correct or update the information or opinions in it. Way2Wealth or any 
of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the 
information contained in this report. The recipients of this report should rely on their own investigations. In no event shall Way2Wealth be liable for any 
damages of any kind, including, but not limited to, indirect, special, incidental, consequential, punitive, lost profits, or lost opportunity, whether or not 
Way2Wealth has advised of the possibility of such damages. 

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are subject to 
significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These uncertainties include but are not 
limited to: the risk of adverse movements or volatility in the securities markets or in interest or foreign exchange rates or indices; adverse impact from an 
economic slowdown; downturn in domestic or foreign securities and trading conditions or markets; increased competition; unfavorable political and 
diplomatic developments; change in the governmental or regulatory policies; failure of a corporate event and such others. This is not an offer to buy or sell 
or a solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy. No part of this material may be 
copied or duplicated in any form by any means or redistributed without the written consent of Way2Wealth. In no event shall any reader publish, retransmit, 
redistribute or otherwise reproduce any information provided by Way2Wealth in any format to anyone. Way2Wealth and its affiliates, officers, directors and 
employees including persons involved in the preparation or issuance of this report may from time to time have interest in securities / positions, financial or 
otherwise in the securities related to the information contained in this report.  

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as 
endorsement of the views expressed in the report.  

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from making 
modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and transparent 
recommendations to its clients and would be happy to provide information in response to specific client queries.  

Investment in securities market are subject to market risks. Read all the related documents carefully before investing. 

Registration granted by SEBI and Enlistment with RAASB/BSE and certification from NISM in no way guarantee performance 
of the intermediary or provide any assurance of returns to investors. 
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