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Monetary Policy  

June 23, 2025    

RBI MPC minutes: Focusing on transmission 

The MPC expressed the need to boost growth while inflation remained tepid 

and hence opted for frontloading of rate cuts to quicken the policy 

transmission. Given the shift in stance to neutral, we expect the RBI to be on 

pause for now, with the possibility of some easing in the latter part of FY2026, 

depending on the growth-inflation mix. 

RBI will pause in the near term; some space remains to be accommodative 

The RBI MPC minutes, besides indicating the push for growth, also leaned on 

the need for quick transmission. The reaction of bond markets to the triple 

surprise policy has been in contrast to the intended impact, given that hopes of 

further easing have dimmed considerably. We expect the transmission to 

lending/deposit rates to play out over a couple of quarters. While it is unlikely 

that the RBI will act in the next 1-2 policies, we continue to see space for some 

easing, given our FY2026 inflation estimate of 3.5% (RBI: 3.7%) and GDP growth of 

6.2% (RBI: 6.5%). The governor, in his recent media interactions, has hinted at some 

policy space opening up if inflation outlook turns out to be below RBI projections. 

Neutral stance to account for uncertainties and retain policy flexibility 

All members agreed to shift the stance back to neutral from accommodative. 

Limited space for further easing seems to be the primary reason for this stance 

change, as highlighted by Governor Malhotra and Dr Ranjan, though they also 

see it as retaining the flexibility to react to incoming data. Deputy Governor 

Gupta and Prof. Singh supported the stance back to neutral, given the global 

uncertainties, while keeping further actions dependent on data. 

MPC members aiming for higher growth 

All MPC members expressed the need to support domestic growth with inflation 

remaining benign amid a weakening global outlook. Most MPC members 

highlighted the need to revive private investment as growth remained below 

aspirational levels. Prof. Singh pointed toward an indication of demand deficit, 

while private investment remained tepid despite government capex.  Dr Ranjan 

stated that deflation in China could have an adverse effect on India’s 

manufacturing sector. Governor Malhotra stated that post-pandemic growth 

has been driven largely by public investments, while the need for policies to 

revive urban consumption and private investment remained essential.  

Benign inflation provided scope for frontloading of rate cuts 

Members noted that declining commodity prices, benign food inflation and an 

above-normal monsoon bode well for inflation. Prof. Singh emphasized that real 

rates remained high even compared to post-pandemic neutral rates (1.65%), 

with scope for 75 bps of rate cuts without overheating the economy. Most 

members felt the need to frontload the rate cuts, keeping in mind (1) the lagged 

effects of monetary policy and (2) that growth continues to undershoot the 7-

8% mark amid tapering inflation trends. They believed that the 50-bps cut would 

send a stronger signal for quicker transmission than staggered cuts. 

 

 

 

Summary of key macro metrics for India 
 

2023 2024 2025E 2026E

Real economy

Real GDP growth (%) 7.6 9.2 6.5 6.2

Nominal GDP growth (%) 14.0 12.0 9.8 8.7

CPI Inflation (avg., %) 6.7 5.4 4.6 3.5

Public finance

Center's GFD/GDP (%) 6.4 5.6 4.8 4.4

Monetary policy

Repo Rate (%, eop) 6.50 6.50 6.25 5.25

SDF Rate (%, eop) 6.25 6.25 6.00 5.00

CRR (%, eop) 4.5 4.5 4.0 3.0

External sector

Current Account Balance (% of GDP) (2.0) (0.7) (0.7) (1.0)

Brent crude oil price (avg., USD/bbl) 95.4 82.9 78.9 70.0

USD/INR (avg.) 80.3 82.8 84.6 86.6  

Source: CEIC, Bloomberg, RBI, Kotak Economics Research estimates 
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  Summary of MPC members' views and policy decision 

Member Rationale for action Stance / Vote

Shri Sanjay Malhotra

- The global economic situation remains fragile and fluid. The medium-term outlook is also overcast amidst recurrent geopolitical flareups 

and reshaping of a new global trade order.

- Dec line  in inf lat ion and cont inued moment um in t he  s ervices  s ect or  will he lp revive  urban cons umpt ion .On the 

investment front, the pos t -COVID recovery s o f ar  has  been large ly led by public  inves t ment s , while  pr ivat e  s ect or  

inves t ment s  have  been weak des pit e  high capac it y ut ilis at ion and improved corporat e  balance  s heet s .

- With prospects of an above-normal southwest monsoon, food inflation is expected to remain moderate during the year. Core inflation is 

also likely to remain largely contained. 

- The f ront -loaded rat e  ac t ion along wit h cer t aint y on t he  liquidit y f ront  would s end a c lear  s ignal t o t he  economic  

agent s , thereby supporting consumption and investment through lower cost of borrowing. 

-  The s t ance  not  only re f lec t s  t he  cur rent  macroeconomic  condit ions , but  more  impor t ant ly t he  out look t hat  goes  

int o policy calculus . After having reduced t he  policy rat es  by 100 bps  in quick s ucces s ion s ince  February, in t he  

prevailing growt h-inf lat ion s cenar io and t he  out look, monet ary policy will be  le f t  wit h very limit ed s pace  t o s uppor t  

growt h. Thus, it would be appropriate to change the stance from accommodative to neutral.

Neutral / Cut

Dr Poonam Gupta

-  Despite being one of the fastest growing large economies, it s  rat e  of  economic  growt h, however , can be  f ur t her  

acce le rat ed based on the f avourable  demographics , conduc ive  s hif t  in regulat ory polic ies , s ignif icant  inf ras t ruct ure  

enhancement , and leveraging on t he  macroeconomic  s t abilit y achieved dur ing t he  pas t  decade .

- Growth in 2024-25 was mainly dr iven by a revival in pr ivat e  cons umpt ion while  pr ivat e  corporat e  capex remained 

t ent at ive  and conf ined t o only cer t ain pocket s . 

-  Headline inflation is expected to align with the target further durably, and in fact unders hoot  at  t he  margin, giving s pace  f or  

monet ary policy t o s uppor t  growt h .

-  While a case can be made for two consecutive rate cuts of 25 bps each in this as well as the next policy cycle, there is also mer it  in 

f ront -loading t hes e  cut s .  T his  s hould he lp in f os t er ing policy cer t aint y and f as t er  t rans mis s ion t han a s t aggered 

rat e  cut , and in more  e f f ec t ive ly count er ing t he  challenges  emanat ing f rom t he  global economy.

Neutral / Cut

Dr Rajiv Ranjan

- The Res erve  Bank’s  ant i-inf lat ionary policy s t ance  in t he  las t  t wo years , s upply s ide  meas ures  by t he  G overnment  

and a good agr icult ural s eas on s eem t o have  he lped gain cont rol over  inf lat ion .

- Domestic investment though on a recovery mode continues to suffer as enhanced global uncertainties are restraining investment 

impulses. 

- Similar to the frontloaded rate hikes during the tightening cycle, f ront loading rat e  cut  could he lp in has t ening t rans mis s ion by 

providing dec is ive  s ignals  and conf idence  t o t he  s t akeholders . 

- I t  would be  appropr iat e  t o provide some certainty on the domestic rate and liquidity front so that agents do not delay and postpone 

their decisions

- There is a risk that a combinat ion of  50 bps  cut  wit h an accommodat ive  s t ance  could mis lead f inanc ial market s  

about  t he  s cale  and s cope  of  f ur t her  monet ary policy eas ing, repr ic ing of  which event ually could c reat e  

unneces s ary volat ilit y . At the same time, it is to be noted that the s hif t  in s t ance  t o neut ral s hould not  be  conf us ed t o be  

a s ign t hat  t he  direc t ion of  monet ary policy has  changed.  

Neutral / Cut

Dr Nagesh Kumar

- The April 2025 world trade projection for 2025 is ‘nearly 3 percentage points lower than it would have been without such policy shifts’. A 

significant reversal from the WTO’s assessment of world trade at the beginning of the year.

-  The recovery of economic growth to 7.4% in Q4:2025 from 6.4% in Q3:2025 was a pleasant surprise. However, pr ivat e  inves t ment , 

es pec ially in manuf act ur ing, and urban cons umpt ion, have  cont inued t o remain s ubdued.

- Retail inflation in April 2025 slowed down to 3.2% is at its lowest level since 2019. T he  s of t ening of  commodit y pr ices , es pec ially 

t he  c rude  oil,   ear lie r  predic t ions  of  a good or  above  average  mons oon, and a s of t  dollar ,  a ll indicat e  t hat  t he  

inf lat ionary out look would cont inue  t o remain s ub-4% in 2025-26.

- A heavie r -t han-expect ed cut  in policy rat e  would s end a c lear  mes s age  t hat  India is  s er ious  about  s uppor t ing 

economic  growt h moment um and would s pare  no e f f or t  in t e rms  of  policy int e rvent ions .

Neutral / Cut

Shri Saugata Bhattacharya

- The current growth impulses continue to exhibit economic resilience despite the prevailing uncertainty stemming from external 

developments. The experience of the periodic FY24 GDP data revisions also support a calibrated policy easing path.

-  T he  t rans mis s ion of  t he  policy rat e  cut s  int o bank lending ( and s ome depos it s )  rat es  did acce le rat e  pos t  M arch 

’25 and is  expect ed t o proceed apace .  RBI ’s  liquidit y inf us ion and ot her  meas ures  have  played a key role  in t his  

proces s , par t ly via lower  money market  and s hor t -t e rm int e res t  rat es  reduc ing t he  overall banks ’  cos t  of  f unds .

- RBI ’s  as s urance  of  cont inuing large  durable  liquidit y s uppor t  is  like ly t o have  a more  dominant  e f f ec t  on f ur t her  

t rans mis s ion compared t o a deep cut  in t he  repo rat e

-  A measured and cautious progress in policy easing is more appropriate at this time. I  vot e  t o cut  t he  policy repo rat e  by 25 

bas is  point s  t o 5. 75%.  I  concur  wit h t he  view t o change  t he  s t ance  f rom accommodat ive  t o neut ral.

Neutral / Cut

Prof Ram Singh

-For  FY  2025-26, RBI ’s  average  headline  inf lat ion f orecas t  is  3. 7%, comf or t ably be low t he  t arget .  The GDP growth rate 

remains below the aspirational levels of 7-8%. There is a strong case for the rate cut to provide a helping hand to growth.

- Given the headline inflation forecast of 3.7% for FY26, at the current policy rate (6%), t he  real repo rat e  t urns  out  t o be  2. 3%, 

s ignif icant ly higher  t han a rat e  t hat  would qualif y as  growt h s uppor t ive  policy rat e . Even if we go by the pos t -pandemic  

average  neut ral int e res t  rat e  ( 1. 65%) , t here  is  s cope  f or  about  a 75 bps  cut  in t he  cur rent  cyc le  wit hout  heat ing 

t he  economy.

- While rural demand is holding up.. there is a demand deficit. Since H1: 2022-23, there has been a dec line  in t he  debt -t o-equit y rat io 

f or  lis t ed pr ivat e  companies , as absolute debt levels have not increased during this period. During Q4:2024-25, s ales  growt h has  

moderat ed f or  manuf act ur ing and non-IT  s ervice  companies .

- Given the market expectation of a 50-bps rate cut in this cycle, a  s t aggered rat e  cut  can f ur t her  de lay t he  mat er ia lis at ion of  

demand and inves t ment  dec is ions . By contrast, a  f ront -loaded 50-bps  cut  in t he  policy rat e  is  like ly t o he lp achieve  

t he  t win obj ec t ives  of  s uppor t ing demand and growt h by reduc ing t he  cos t  of  f unds  f or  bor rowers .

Neutral / Cut

 

Notes: 

(a) Stance is our interpretation of the members' views in the minutes. 

(b) Emphasis in text and text in parentheses is our addition. 

Source: RBI, Kotak Economics Research 
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Ratings and other definitions/identifiers 

Definitions of ratings 

BUY. We expect this stock to deliver more than 15% returns over the next 12 months. 

ADD. We expect this stock to deliver 5-15% returns over the next 12 months. 

REDUCE. We expect this stock to deliver -5-+5% returns over the next 12 months. 

SELL. We expect this stock to deliver <-5% returns over the next 12 months. 

Our Fair Value estimates are also on a 12-month horizon basis. 

Our Ratings System does not take into account short-term volatility in stock prices related to movements in the market. Hence, a particular Rating may 
not strictly be in accordance with the Rating System at all times. 

 

 
 

Coverage view 

The coverage view represents each analyst’s overall fundamental outlook on the Sector. The coverage view will consist of one of the following 
designations: Attractive, Neutral, Cautious. 
 

Other ratings/identifiers 
 
NR = Not Rated. The investment rating and fair value, if any, have been suspended temporarily. Such suspension is in compliance with applicable 
regulation(s) and/or Kotak Securities policies in circumstances when Kotak Securities or its affiliates is acting in an advisory capacity in a merger or 
strategic transaction involving this company and in certain other circumstances. 

CS = Coverage Suspended. Kotak Securities has suspended coverage of this company. 

NC = Not Covered. Kotak Securities does not cover this company. 

RS = Rating Suspended. Kotak Securities Research has suspended the investment rating and fair value, if any, for this stock, because there is not a 

sufficient fundamental basis for determining an investment rating or fair value. The previous investment rating and fair value, if any, are no longer in 

effect for this stock and should not be relied upon. 

NA = Not Available or Not Applicable. The information is not available for display or is not applicable. 

NM = Not Meaningful. The information is not meaningful and is therefore excluded. 

Distribution of ratings/investment banking relationships

Kotak Institutional Equities Research coverage universe

Source: Kotak Institutional Equities

As of March 31, 2025

Percentage of companies covered by Kotak Institutional 

Equities, within the specified category.

* The above categories are defined as follows: Buy = We 

expect this stock to deliver more than 15% returns over 

the next 12 months; Add = We expect this stock to deliver 

5-15% returns over the next 12 months; Reduce = We 

expect this stock to deliver -5-+5% returns over the next 

12 months; Sell = We expect this stock to deliver less than 

-5% returns over the next 12 months. Our target prices 

are also on a 12-month horizon basis. These ratings are 

used illustratively to comply with applicable regulations. As 

of 31/03/2025 Kotak Institutional Equities Investment 

Research had investment ratings on 286 equity securities.

Percentage of companies within each category for which 

Kotak Institutional Equities and or its affiliates  has 

provided investment banking services within the previous 

12 months.
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