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Outcome of the sixth bi-monthly monetary policy was in line with market expectation. The Monetary Policy Committee (MPC) decided to
keep the policy repo rate unchanged at 5.15% extending a pause in its rate-easing cycle. The MPC continue to recognize that there is
room for further rate cut as the committee to continue with ‘accommodative’ stance as long as it is necessary to revive growth, while
ensuring that inflation remains within target.

Key Outcome
» The policy repo rate under the liquidity adjustment facility (LAF) was unchanged at 5.15%.

» Consequently, the reverse repo rate under the LAF remains unchanged at 4.90%, and the marginal standing facility (MSF) rate and
the Bank Rate at 5.40%.

These decisions are in consonance with the objective of achieving the medium-term target for CPI inflation of 4% within a band of +/-
2%, while supporting growth.

Inflation Outlook

Retail inflation, measured by year-on-year changes in the CPI, surged from 4.6 per cent in October to 5.5 per cent in November and
further to 7.4 per cent in December 2019, the highest reading since July 2014, While food group inflation rose to double digits, the fuel
group moved out of deflation. Inflation in CPI excluding food and fuel continued to edge up from its October trough. CPI food inflation
increased from 6.9 per cent in October to 12.2 per cent in December, primarily caused by a spike in onion prices due to unseasonal rains in
October-November. Excluding onions, food inflation would have been lower by 4.7 percentage points and headline inflation by 2.1
percentage points in December. The January round of the RBI's survey of households reported an eased in inflation expectations by 60
bps for the three-month ahead horizon and 70 basis points over the 1-year ahead horizon.

The projection for headline CPI has been revised upwards to 6.5 per cent for Q4:2019-20; 5.4-5.0 per cent for H1:2020-21; and 3.2 per cent
for Q3:2020-21.

Growth Outlook
» April-September 2020 GDP growth seen in the range of 5.5-6 percent; October-December growth seen at 6.2 percent.
* FY21GDP growth seen at 6%.

Key Announcements

RBI provides incentive to spur credit flow for auto, residential housing, MSME loans:

» Banks will not need to set aside CRR against incremental lending to these segments

e Restructuring scheme for MSME loans extended by a year

e Bankloansto MSMEs will have to be linked to an external benchmark starting April 1

» Noassetclassification downgrade for one year for certain delayed commercial real estate project

» Thedaily rate repo and four 14-day termrepos every fortnight being conducted, at present, are being withdrawn.

Conclusion

India's Monetary Policy Committee decided to keep interest rates unchanged, extending a pause in its monetary easing cycle. The
committee reiterated that its monetary policy stance remains ‘accommodative’ for as long as it is necessary to revive growth, but
decided to maintain a status quo on policy rates amid elevated inflation. Moreover, RBI announced some key incentives to spur credit
flow for auto, residential housing, MSME loans. We believe the accommodative stance of the policy along with multiple supportive
measures for MSMEs, NBFCs and banks are stepping in the right direction which will help ease credit flow, help banks manage stress and
soften loan pricing. We believe this would benefit banks, housing finance companies and real estate companies, going ahead. The
minutes of MPC's meeting will be published by February 20, 2020. The next meeting of the MPC is scheduled during March 31st to April
3rd, 2020.
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Information pertaining to Asit C. Mehta Investment Interrmediates Limited (ACMIIL):

ACMIIL is a SEBI registered Stock Broker, Merchant Banker and Depository Participant. It is also a AMFI registered Mutual Fund
Distributor. It does not have any disciplinary history. Its associate /group companies are Asit C. Mehta Commodity Services
Limited, Asit C. Mehta Realty Services Pvt. Ltd, Asit C. Mehta Forex Pvt. Ltd, Nucleus IT Enabled Services , Asit C. Mehta Financial
Services Limited (all providing services other than stock broking and merchant banking).

Disclosures

ACMIIL/its assaciates and its Research analysts have no financial interest in the companies cavered on the report. ACMIIL/its
associates and Research analysts did not have actual/beneficial ownership of one per cent or more in the companies being
covered at the end of month immediately preceding the date of publication of the research report. ACMIIL/its associates or
Research analysts have no material conflict of interest, have not received any compensation/ benefits for any reason (including
investment banking/merchant banking or brokerage services) from either the companies concerned/third parties with respect to
the companies covered in the past 12 months. ACMIIL/its assaciates and research analysts have neither managed or co-managed
any public offering of securities of the companies covered nor engaged in market making activity for the companies being
covered. Further, the companies covered neither are/nor were a client during the 12 months preceding the date of the research
report. Further, the Research analyst/s covering the companies covered herein have not served as an officer/director or employee
of the companies being cavered

Disclaimer:

This report is based on information that we consider reliable, but we do not represent that it is accurate or complete and it should
not be relied upon such. ACMIIL 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 the report. To enhance transparency we
have incorporated a Disclosure of Interest Statement in this document. This should however not be treated as endorsement of
the views expressed in the report.
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