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Under New Captain, RBIl may
Finally Unleash its Cut Shot
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! Nine of 12 financial
institutions see
25bps reductionin
repo rate this Friday

Rozebud Gonsalves

Mumbai: The Reserve Bank of In-
dia (RBI)isexpected to cut interest

rates for the first time in nearly fi- |

ve years this Friday on waning
concerns about stubborn infla-
tion, economists and investors
polled by ET said, as Mint Ro-
ad'spriority changestohelping
a visibly slowing economy ac-
celerate.

Nine of the 12 financial institu-

tions polled believe the new-look
Monetary Policy Committee
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(MPC), which will meet for the
first time after new Governor San-
jay Malhotra took over in Decem-
ber, will vote to reduce therepora-
te, or the rate at which the RBI
lendstobanks, by 25basispointsto
6.25%. Additionally, Saturday's

budget will also in-
crease the

MPC's

comfort with the government pro-
posing a fiscal deficit of 4.4% of
GDP in FY26 compared with a bet-
ter-than-budgeted 4.8% in FY25.
Onebasis point isa hundredth of
a percentage point. This would be
thefirst reduction since May 2020,
when rates were slashed to cus-
hion the impactof Covid-19.
“Revenueexpenditure in propor-
tion to GDP was reduced to 11%
from 11.4% and this is fiscally pru-
dent,” said Gaura Sengupta, chief
economistat IDFC First Bank. “So
from an MPC perspective, the defi-
citnumbers won'thaveabearing,”
shesaid. 4
“This would be a good time to cut
rates as inflation has eased and is
~ expected to ease,” said Abhis-
hek Upadhyay, senior econo-
mist, fixed income strategy,
ICICI Securities Primary Dea-
lership. "Cutting rates would
~ also allow the RBI to focus on
managing growth.”
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