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The Monetary Policy Committee (MPC) met from September 28 to September 30, 2022. After evaluating the
evolving domestic and global macroeconomic and financial conditions, the MPC undertook the following
decisions.

At a Glance
● The MPC voted by a majority of five out of six members to increase the policy repo rate by 50 basis

points to 5.9%, with immediate effect.
● The Standing Deposit Facility (SDF) rate stands adjusted to 5.65%.
● The Marginal Standing Facility (MSF) Rate and the Bank Rate stand adjusted to 6.15%.
● RBI now estimates real GDP growth for FY 2023 at 7%.
● RBI retained its CPI inflation growth estimate at 6.7% in FY 2023.

Additional Measures Announced
As the RBI continues to assess the evolving macroeconomic and financial market conditions of the country, it
announced further measures today in order to provide support to the economy.

1. Discussion Paper on Expected Loss (EL) Based Approach for Loan Loss Provisioning by Banks

The RBI proposed to send out a discussion paper on a transition which would require banks to make provisions
based on an assessment of probable losses.

2. Discussion Paper on Securitisation of Stressed Assets Framework (SSAF)

The RBI decided to introduce a framework for securitisation of stressed assets. This will provide an alternative
mechanism for securitisation of NPAs, in addition to the existing ARC route, and a discussion paper regarding
the same is being issued to stakeholders.

3. Internet Banking Facility for Customers of RRBs

The RBI will rationalize internet banking facilities being provided by Regional Rural Banks (RRBs).



4. Regulating Offline Payment Aggregators

The RBI proposed to extend the regulations issued for Online Payment Aggregators (PAs), to offline PAs, who
handle proximity/face-to-face transactions.

Vital Economic Indicators
After studying the evolving macroeconomic and financial conditions and the outlook, the MPC decided by a
majority of 5 out of 6 members to remain focused on withdrawal of accommodation to ensure that inflation
remains within the target going forward, while supporting growth.

The RBI Governor noted that the monsoon rainfall was 7% above the long period average (LPA) as on
September 29. Kharif sowing was 1.7% above the normal sown area as on September 23. The production of
kharif foodgrains as per the first advance estimate is only 0.4% below the first advance estimate of last year.
Industrial activity, however, reflected in the growth of the Index of Industrial Production (IIP) (y-o-y), slipped to
2.4% in July.

The RBI now projects real GDP growth for FY 2023 at 7% with Q2 at 6.3%; Q3 at 4.6%; and Q4 at 4.6%, with risks
broadly balanced. The growth for Q1 FY 2024 is projected at 7.2%.

The Governor further noted that global geopolitical developments are weighing heavily on the domestic inflation
trajectory. Inflation inched up to 7% in August from 6.7% in July. The Governor further mentioned that there are
upside risks to food prices. Cereal price pressure is spreading from wheat to rice due to the likely lower kharif
paddy production. The lower sowing for kharif pulses could also cause some pressures. The delayed
withdrawal of monsoon and intense rain spells in various regions have already started to impact vegetable
prices, especially tomatoes. These risks to food inflation could have an adverse impact on inflation
expectations.

On the assumption of several factors as well as the average crude oil price (Indian basket) of US$ 100 per barrel
in H2 FY 2023, the inflation projection is retained at 6.7% in FY 2023, with Q2 at 7.1%; Q3 at 6.5%; and Q4 at
5.8%, with risks evenly balanced. CPI inflation is projected to further reduce to 5% in Q1 FY 2024.



Our Views
As expected, RBI Governor delivered another ‘new normal’ repo rate hike of 50 bps in the fourth bi-monthly
policy review. Moreover, it maintained its stance and kept the CPI inflation projection for FY2023 unchanged at
6.7%, while mildly reducing the baseline forecast for FY 2023 GDP growth to 7% from 7.2%. Overall, the tone of
the policy document was rather neutral, and the outlook for future policy action appears primarily dependent on
incoming domestic inflation and growth data.

For more details on the RBI announcements, click here!

https://rbidocs.rbi.org.in/rdocs/PressRelease/PDFs/PR966FD38CBC02DDF496C9C9389C2521656F0.PDF
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