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The Monetary Policy Committee (MPC) met from October 06 to October 08, 2021. After evaluating the evolving
domestic and global macroeconomic and financial conditions, the MPC undertook the following decisions.

At a Glance
● The MPC voted unanimously to leave the policy repo rate unchanged at 4%.
● The Marginal Standing Facility (MSF) Rate and the Bank Rate remain unchanged at 4.25%.
● The reverse repo rate stands unchanged at 3.35%.
● RBI retained real GDP growth estimate of 9.5% for FY 2022.
● RBI expects CPI inflation to rise 5.3% in FY 2022.

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. On Tap Special Long-Term Repo Operations (SLTRO) for Small Finance Banks (SFBs)

The RBI decided to extend the special three-year long-term repo operation (SLTRO) of Rs. 10,000 crore at the
repo rate for Small Finance Banks (SFBs) that was introduced in May 2021. The facility has been extended till
December 31, 2021, from the previously-announced last date of October 31, 2021, in order to provide continued
support to small business units, micro and small industries, and other unorganised sector entities.

2. Introduction of Retail Digital Payment Solutions in Offline Mode

The RBI proposed to introduce a framework for digital payments in offline mode across the country. This is due
to the encouraging experience received from the pilot tests after a scheme was announced in August 2021 to
test technologies enabling digital payments even in remote places where internet connectivity is either absent
or barely available.

3. Enhancing Transaction Limit in IMPS to Rs. 5 lakh

Considering the importance of the Immediate Payment Service (IMPS) system and for enhanced consumer
convenience, the RBI proposed to increase the per-transaction limit from Rs. 2 lakh to Rs. 5 lakh.



4. Geo-Tagging of Payment System Touch Points

The RBI proposed to introduce a framework for leveraging geo-tagging technology for capturing exact location
information on all existing and new payments acceptance (PA) infrastructure, for targeting areas with deficient
PA infrastructure.

5. Regulatory Sandbox – Announcement of the Theme for a New Cohort and On Tap Application for
Earlier Themes

The RBI decided to introduce a fourth cohort to the Reserve Bank’s Regulatory Sandbox (RS), namely,
‘Prevention and Mitigation of Financial Frauds.’ The other three cohorts previously introduced are ‘Retail
Payments’, ‘Cross Border Payments’, and ‘MSME Lending’. The RBI also decided to facilitate the ‘On Tap’
application for the earlier three themes that are participating in the Regulatory Sandbox.

6. Review of Ways and Means Advances (WMA) Limits and Relaxation in Overdraft (OD) Facility for
the State Governments/UTs

To help States/UTs to manage their cash flows amidst continued uncertainties on account of the pandemic, the
RBI decided to continue with the interim enhanced WMA limits of Rs. 51,560 crore for States/UTs for a further
period of six months up to March 31, 2022. The RBI also decided to continue with the liberalised measures, in a
quarter from 36 to 50 days, and the number of consecutive days of overdraft from 14 to 21 days, up to March
31, 2022.

7. Priority Sector Lending - Permitting Banks to On-lend through NBFCs - Continuation of Facility

The RBI decided to extend the Priority Sector Lending (PSL) classifications that were available from August 13,
2019, till September 30, 2021, up to March 31, 2022.

8. Internal Ombudsman for NBFCs

The RBI decided to introduce the Internal Ombudsman Scheme (IOS) for certain categories of NBFCs having
higher customer interface, for strengthening the internal grievance redress mechanism of NBFCs.

Vital Economic Indicators
After studying the evolving macroeconomic and financial conditions and the outlook, the MPC voted
unanimously to keep the interest rate unchanged and by a majority of 5 to 1 to retain the accommodative policy
stance “as long as necessary to revive and sustain growth on a durable basis and continue to mitigate the
impact of COVID-19 on the economy, while ensuring that inflation remains within the target going forward.”

The RBI Governor noted that the worst of the second wave of COVID-19 is behind us and substantial pick-up in
vaccination is providing greater confidence to open up and normalise economic activity. In turn, the recovery of
the Indian economy is gaining traction. The Governor also noted that the inflation trajectory is gradually
becoming more favourable than was anticipated.



The Governor mentioned that high-frequency indicators for Q2 FY 2022 are suggesting that there is a
momentum in economic recovery. This is being supported by the gradual decline in infections, accelerated
vaccination pace, an estimated record kharif foodgrains production, and government’s focus on capital
expenditure, among other factors. However, output is still below pre-pandemic levels even though the aggregate
demand is improving. The Governor noted that “supply side and cost push pressures are impinging upon
inflation and these are expected to ameliorate with the ongoing normalisation of supply chains.”

Nonetheless, private consumption is receiving support from the declining infections, along with improvement in
consumer confidence. Moreover, pent-up demand for the upcoming festival season should provide more
support to urban demand during the second half of FY 2022.

The RBI retained the projection for real GDP growth at 9.5% in FY 2022; and it is expected to consist of 7.9% in
Q2, 6.8% in Q3, and 6.1% in Q4. Moreover, real GDP growth for Q1 FY 2023 is projected at 17.2%.

The headline momentum for CPI is moderating and along with favourable base effect in the upcoming months,
could lead to a substantial near-term softening of inflation. RBI expects CPI at 5.3% for FY 2022. This includes
5.1% in Q2, 4.5% in Q3, and 5.8% in Q4, with risks broadly balanced. CPI inflation for Q1 FY 2023 is projected at
5.2%.

The Governor further added that the total liquidity injected into the financial system during the first half of FY
2022 through open market operations (OMO), including G-Sec Acquisition Programme (G-SAP), amounted to Rs.
2.37 lakh crore, compared to an injection of Rs. 3.1 lakh crore over FY 2021.

Our Views
The MPC decided to maintain the status quo on interest rates and keep its accommodative stance in place till
evidence of durable growth appears. The apex bank has decided to pause its quantitative easing program,
called Government Securities Acquisition Program, due to abundant systemic liquidity becoming an overhang
on the banks.

RBI intended to deliver the message that the central bank is in no rush to withdraw its emergency policies
deployed to tackle the impact of the COVID-19 pandemic on the economy. The central bank raised its outlook
for GDP growth for the September and December quarter as it expects revival in demand.

The Governor categorically stated that the RBI will be patient in its policy function and would do nothing to rock
the boat. The policy statement should comfort the markets because it effectively puts all the concerns
regarding  a negative surprise from the RBI to rest.

For more details on the RBI announcements, click here!

https://rbidocs.rbi.org.in/rdocs/PressRelease/PDFs/PR10013B7AFB78E4AC4B9684F32AD34189A079.PDF
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