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6th August 2020 

 

EVENT UPDATE 

 

RBI Monetary Policy 

   

Repo Rate 
Unchanged 

Now at 4.0%vs. 4.0% 

Reverse Repo Rate 
Unchanged 

Now at 3.35%vs. 3.35% 

MSFBank Rate 
Unchanged 

Now at 4.25%vs. 4.25% 

Policy Stance 
Unchanged 

Accommodative 
 

   

RBI on Growth, Inflation 

   

FY21 GDP Growth Negative Territory 

Inflation Outlook To remain elevated in Q2FY21 
 

 

Rate Cut- Unchanged   

 

MPC kept the policy repo rate unchanged to 4.0%. MPC unanimously voted for keeping the policy repo rate unchanged and continue 

with accommodative stance as long it is necessary to revive growth and mitigate the impact of Covid-19 on the economy, while ensuring 

that inflation remains within the target. The Monetary Policy Committee (MPC) had unanimously voted in favor of rate cut in May’20 

policy. The post Covid-19 repo rate cut now stands at 115 bps and reverse repo is down 155 bps. 

 

Statement on Developmental and Regulatory Policies   

 

(i) Additional Liquidity Facility for NHB of `5,000Cr for supporting HFCs from liquidity disruptions and augment the flow of finance 

to the sector. 

(ii) Additional Liquidity Facility for NABARD of `5,000Cr for refinancing NBFC-MFIs and other small  NBFCs of asset size of `500Cr 

and less to support agriculture and allied activities and the rural non-farm sector. 

(iii) RBI decided to provide a window under the June 7th Prudential Framework to enable lenders to implement a resolution plan 

in respect of eligible corporate exposures - without change in ownership - as well as personal loans, while classifying such 

exposures as standard assets, subject to specified conditions; an expert committee headed by veteran banker KV Kamath will 

oversee this matter. 

 

A. The key features of the resolution framework for exposures to Corporate are as under: 

 
i. Only those borrower accounts shall be eligible for resolution under this framework which were classified as 

standard, but not in default for more than 30 days with any lending institution as on 01.03.20. Further, the 
accounts should continue to remain standard till the date of invocation.  

ii. The resolution plan may be invoked anytime till 31.12.20 and shall have to be implemented within 180 days 
from the date of invocation. 

iii. Lenders shall have to keep additional provisions of 10% on the post-resolution debt.  

iv. In order to enforce collective action, specific voting thresholds are being prescribed even for invocation of the 
resolution plan; and those lending institutions not signing ICA within 30 days from the date of invocation shall 
attract higher provisions of 20%. 

v. Post-implementation, the asset classification of the account shall be retained as standard, or if the account had 
slipped into NPA after invocation but before implementation, the asset classification shall be restored upon 
implementation.  

vi. The Expert Committee shall also undertake a process validation of resolution plans for accounts above a specified 
threshold. 

vii. The lending institutions may allow extension of the residual tenor of the loan, with or without payment 
moratorium, by a period not more than 2yrs.  
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viii. Wherever the resolution plans involve conversion of a portion of debt into equity and other debt instruments, the 
debt instruments with terms similar to the loan shall be counted as part of the post-resolution debt, whereas the 
portion converted into other non-equity instruments shall be fully written down.  

ix. framework shall not be available for exposures to financial sector entities as well as Central and State 
Governments, Local Government bodies (e.g. Municipal Corporations) and any body corporate established by an 
Act of Parliament or State Legislature 

 

B. Key features for Personal loans exposures 
 

i. The resolution plan for personal loans under this framework may be invoked till December 31, 2020 and shall be 
implemented within 90 days thereafter.  

ii. The contours of the plan may be decided based on the Board approved policies of the lenders subject to 
extension of the residual tenor of the loan, with or without payment moratorium, by a period not more than 
two years 

 

C. For MSME, the restructuring can be implemented by March, 2021 with respect to all accounts that were standard with the lender 

as on March 1, 2020. 
 

RBI decided to increase the permissible LTV for loans against pledge of gold ornaments from 75% to 90% for 
loans sanctioned by banks against pledges. 

 
PSL guidelines-incentive framework 

 
i. Higher weightage will be assigned for incremental PSL in the identified districts having lower credit flow, a lower 

weightage would be assigned in identified districts where the credit flow is comparatively higher 

ii. Startups now covered under PSL\The limits for renewable energy, including solar power and compressed bio-gas 
plants, are being increased 

iii. Increasing the targets for lending to ‘Small and Marginal Farmers’ and ‘Weaker Sections’ 
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Disclaimer  

Analyst Certification: I, Harshil Gandhi, 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 Harshil Gandhi, 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.  
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