
What were the market expectations? – 25 basis point rate cut

In its last monetary policy review in Feb 2016, just before the union budget, RBI while keeping the policy rate unchanged had 

stated that it is looking for clarity on the plans for fiscal consolidation, gauge progress on structural reforms and the inflation 

trend for easing of policy rates. Since then, almost all the conditions for monetary easing had been fulfilled. The central 

government stuck to the fiscal consolidation roadmap it had announced last year by keeping the fiscal deficit at 3.5% for FY17, 

while the Inflation undershot RBI expectations again, with the Mar'16 print likely to be closer to 5%, against RBI projections that 

are closer to 5.5%. Growth scenario remained rather muted, as witnessed by sluggish industrial growth.

In this background the market was expecting a minimum of 25 bps rate cut. Besides, the system had been grappling with huge 

liquidity deficit situation, caused both by structural as well as to a certain extent caused by seasonal factor. These tight conditions 

were being considered to be an impediment for effective monetary transmission. In view of this, the market was also expecting 

policy measures from RBI on addressing the liquidity deficit problem as well.

What the RBI has delivered?

In line with the market expectations, RBI in its first bi-monthly policy, announced the following monetary and liquidity measures.

1) Reduction in policy repo rate under the liquidity adjustment facility (LAF) by 25 basis points from 6.75% to 6.5%.

2) Narrow the policy rate corridor from +/-100 bps to +/- 50 bps, by reducing the MSF rate by 75 bps to 7% and increasing the 

reverse repo rate by 25 bps to 6%.

3) Reduce the minimum daily maintenance of the cash reserve ratio (CRR) from 95% of the requirement to 90 per cent, while 

keeping the CRR unchanged at 4.0 per cent of net demand and time liabilities (NDTL);

4) Maintain liquidity deficit in the system at neutral level, from the existing one per cent of NDTL to a position closer to 

neutrality.

RBI on Inflation – Average around 5%

RBI has kept the inflation target for FY17 unchanged. It expects the inflation to decelerate modestly and remain around 5% 

during the year with small inter-quarter variations. While it highlighted on uncertainties surrounding this inflation path 

emanating from recent unseasonal rains, the likely spatial and temporal distribution of monsoon, the low reservoir levels by 

historical averages, and the strength of the recent upturn in commodity prices, especially oil, it pointed out that there are certain 

offsetting downside pressures as well stemming from tepid demand in the global economy, Government's

effective supply side measures keeping a check on food prices, and the Central Government's commendable commitment to 

fiscal consolidation.

Mutual Fund investments are subject to market risks, read all scheme related documents carefully.

Total AAUM, Debt AAUM and Equity AAUM and rate of growth over last three years.

 TOTAL AAUM  DEBT AAUM  EQUITY AAUM 
 Rs. IN CRORE Rs. IN CRORE Rs. IN CRORE

FINANCIAL YEAR 2015-16 30081.15 20464.04 9617.14

RATE OF GROWTH OVER 
LAST THREE YEARS (CAGR) 14.56% 10.34% 26.27%


