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The Monetary Policy Committee (MPC) met from April 05 to April 07, 2021. After evaluating both global and
domestic 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 GDP estimate of 10.5% for FY 2022.
● RBI expects CPI inflation to rise 5% in Q4 FY 2021.

Additional Measures Announced
The RBI has remained vigilant in providing the necessary support to the economy as it battles the crisis of the
COVID-19 pandemic. Towards that end, the RBI announced further measures today in order to provide support
to the economy.

1. TLTRO ON TAP SCHEME – EXTENSION OF DEADLINE

The RBI announced that it is going to extend the Targeted Long-Term Repo Rate Operations (TLTRO) on Tap
Scheme to September 30, 2021. The scheme was first announced on October 09, 2020, and had been previously
extended till March 31, 2021.

2. LIQUIDITY FACILITY FOR ALL INDIA FINANCIAL INSTITUTIONS

The RBI announced additional liquidity support of Rs. 50,000 crores for fresh lending to the All India Financial
Institutions during FY 2022. Rs. 25,000 crores will be provided to NABARD, Rs. 10,000 crores to NHB and Rs.
15,000 crores to SIDBI.

3. ENHANCEMENT OF LIMIT OF MAXIMUM BALANCE FOR PAYMENTS BANKS

The RBI increased the current limit on maximum end of day balance of Rs. 1 lakh per individual customer to Rs.
2 lakhs, with immediate effect, in order to further financial inclusion and also expand the ability of payments
banks to cater to the growing needs of the customers.



4. ASSET RECONSTRUCTION COMPANIES – CONSTITUTION OF A COMMITTEE

The RBI proposed to constitute a committee to undertake a comprehensive review of the working of Asset
Reconstruction Companies and recommend measures in order to enable these entities in meeting the growing
requirements of the financial sector.

5. PERMITTING BANKS TO ON-LEND THROUGH NBFCS

The RBI extended the bank lending to registered NBFCs (other than MFIs) for on-lending to agriculture, MSME
and housing that was permitted to be classified as Priority Sector Lending, till September 30, 2021. The
dispensation was previously made available from August 13, 2019, till March 31, 2021.

6. PRIORITY SECTOR LENDING (PSL) - ENHANCEMENT OF LOAN LIMIT AGAINST ENWR/NWR

The RBI has decided to extend the loan limit under priority sector lending (PSL) from Rs. 50 lakh to Rs. 75 lakh
per borrower against the pledge/hypothecation of agricultural produce backed by Negotiable Warehouse
Receipts (NWRs)/electronic NWRs (e-NWRs) issued by warehouses registered with the Warehousing
Development and Regulatory Authority. The RBI also mentioned that for other warehouse receipts, the loan limit
for classification under PSL will continue to be Rs. 50 lakh per borrower.

7. FINANCIAL INCLUSION INDEX

The RBI proposed to construct and publish a Financial Inclusion Index which will be based on multiple
parameters. The Index will be published in July every year for the financial year ending the previous March.

8. CENTRALISED PAYMENT SYSTEMS (CPS) – VIZ RTGS AND NEFT – MEMBERSHIP FOR
ENTITIES OTHER THAN BANKS

The RBI proposed to enable non-bank payment system operators like Prepaid Payment Instrument (PPI) issuers,
card networks, White label ATM operators and Trade Receivables Discounting System (TReDS) platforms
regulated by the Reserve Bank, to take direct membership in Centralised Payment Systems.

9. INTEROPERABILITY OF PREPAID PAYMENT INSTRUMENTS (PPIS), AND INCREASE IN
ACCOUNT LIMIT TO ₹2 LAKH

The RBI proposed to make interoperability mandatory for full-KYC Prepaid Payment Instruments (PPIs) and for
all payment acceptance infrastructure.



10. CASH WITHDRAWAL FROM FULL-KYC PPIS ISSUED BY NON-BANKS

The RBI proposed to allow cash withdrawals for full-KYC PPIs of non-bank PPI issuers as a confidence-boosting
measure and to bring uniformity across PPI issuers.

11. RELAXATION IN THE PERIOD OF PARKING OF EXTERNAL COMMERCIAL BORROWING (ECB)
PROCEEDS IN TERM DEPOSITS

The RBI has decided to permit parking of unutilised ECB proceeds drawn down on or before March 01, 2020, in
term deposits with AD Category-I banks in India prospectively up to March 01, 2022, in view of the difficulty
faced by borrowers due to the COVID-19 pandemic.

12. WMA LIMIT FOR STATES/UTS

The RBI has decided to enhance the aggregate Ways and Means Advance (WMA) limit of states and UTs to Rs.
47,010 crores, an increase of about 46% from the current limit of Rs. 32,225 crores which was fixed in February
2016. The RBI also decided to continue the enhanced interim WMA limit of Rs. 51,560 crores granted by RBI due
to the pandemic up to September 30, 2021.

Vital Economic Indicators
After studying the current and evolving macroeconomic conditions, the MPC voted unanimously to keep the
interest rates unchanged. It also decided to continue its ‘accommodative’ stance of monetary policy “as long as
necessary to 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 said that the headline inflation, after moderating close to the target range in January 2021,
rose to 5% in February 2021, mainly due to an adverse base effect. However, the Governor said that the bumper
foodgrains production in FY 2021 should result in softening of cereal prices going ahead.

The Governor noted that progress of the vaccination programme has strengthened prospects for FY 2022.
However, the recent surge in COVID-19 cases has imparted greater uncertainty to the outlook and it should be
closely watched, more so because localised and regional lockdowns could dampen the recent improvement
witnessed in demand conditions and delay further the return of normalcy.

Globally, the Governor said that growth is gradually recovering although it remains uneven across countries and
is supported by the ongoing vaccination drives, sustained accommodative monetary policies and further sizable
fiscal stimulus. The Organisation for Economic Co-operation and Development (OECD) has estimated the world
output to reach its pre-pandemic level by mid-2021, though it will largely be contingent on the pace of vaccine
distribution and efficacy against the emerging variants of the COVID-19 virus. On the domestic front, the
Governor mentioned that the focus of the Union Budget for FY 2022 on investment-led measures with increased
allocations for capital expenditure, the expanded production-linked incentives scheme, and rising capacity
utilisation will reinforce the process of economic revival.



The RBI Governor took into consideration factors like the speeding up of the vaccination programme and its
increasing extension to the wider segments of the population, gradual release of the pent-up demand, and the
investment-enhancing and growth-supportive reform measures taken by the Government. With this in view, the
projection for real GDP growth for FY 2022 is retained at 10.5%. The RBI expects GDP to rise 26.2% in Q1 FY
2022, 8.3% in Q2 FY 2022, 5.4% in Q3 FY 2022 and 6.2% in Q4 FY 2022.

The Governor also mentioned that the food inflation trajectory will critically depend on the temporal and spatial
progress of the south-west monsoon in the 2021 season. Moreover, some respite from incidence of domestic
taxes on petroleum products through coordinated action by the Centre and the States could provide some relief
on top of the recent easing of international crude prices. Furthermore, a combination of high international
commodity prices and logistics costs might push up input price pressures across manufacturing and services.
Taking these factors into consideration, the RBI revised the CPI inflation to 5% in Q4 FY 2021, 5.2% in Q1 FY
2022, 5.2% in Q2 FY 2022, 4.4% in Q3 FY 2022 and 5.1% in Q4 FY 2022.

The RBI Governor also said that the RBI has decided to put in place a secondary market G-sec acquisition
programme or G-SAP 1.0, wherein the RBI will commit upfront to a specific amount of open market purchases
of government securities to enable a stable and orderly evaluation of the yield curve amidst comfortable
liquidity conditions. For Q1 FY 2022, the RBI announced a G-SAP of Rs. 1 lakh crore, and the first purchase of
government securities for an aggregate amount of Rs. 25,000 crores under the G-SAP 1.0 programme will be
conducted on April 15, 2021.

Our Views
RBI indicated that there are both downward and upward pressures on inflation, reflecting their stance that they
likely do not see inflation as a major concern. The monetary policy continues to be growth-centric, despite the
underlying upside risks to inflation.

The apex bank believes that the inflation today is short-term in nature while growth has to be protected for
long-term sustainability. The policy stance is more dovish than expected with the governor reinforcing the
central bank's commitment to remain accommodative to support & nurture the recovery as long as necessary.

For more details on the RBI announcements, click here!

https://rbidocs.rbi.org.in/rdocs/PressRelease/PDFs/PR15GOVERNOR5AA91FD102FB403291B57E2BEDD74D54.PDF
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