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RBI may pull back the Repo button by 25bps 
 

The Reserve Bank of India (RBI) is scheduled to announce its 
Annual Monetary Policy for the year 2012-13 on April 17. We 
expect RBI may cut the Repo Rate by 25bps to 8.25% to spur 
growth, while keeping Cash Reserve Ratio (CRR) unchanged. 
Weak economic growth momentum is the matter of concern. The 
Index of Industrial Production (IIP) data of April 2011-February 
2012 period slowed to 3.5% as compared with 8.1% in the year 
ago period. Also, the January IIP data has been revised to 1.1% 
from 6.8%. The rate and degree of revision of January IIP data is 
impeding us to rely on our forcast. Moreover, the Indian GDP 
grew at the slowest annual pace in almost three years in the 
October- December Quarter at 6.1%. Hence, weak Economic 
growth is clearly mounting pressure on the regulator to propel 
investment activity.  
 
  
March inflation beats the RBI forecast 
The March inflation has come down to 6.89%, which is 28 
months low since December 2009 and also beats the RBI forecast 
of 7%. We expect the RBI will give more weightage to the 
growth front rather than the inflation. 
 
 
Liquidity is more or less under regulator’s comfort level 
The RBI undertook steps to inject primary liquidity of a more 
durable nature through open market operations (OMOs) 
aggregating INR1,247 billion during November 2011- March 9, 
2012 and reduced the Cash Reserve Ratio (CRR) by 125 basis 
points (50 basis points effective January 28 and 75 basis points 
effective March 10), injecting primary liquidity of about INR800 
billion. As a result, the liquidity situation has improved and the 
bank’s borrowings through repo window came down to 
`INR74550 crore in April 13, which is more or less the RBI’s 
comfort level of `INR60000 crore. Hence, we expect the RBI will 
not touch the CRR button this time. 
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The investments discussed or recommended in this report may not be suitable for all investors. Investors should use this research as one input into formulating 
an investment opinion. Additional inputs should include, but are not limited to, the review of other. This is not an offer (or solicitation of an offer) to buy/sell the 
securities/instruments mentioned or an official confirmation. Microsec Capital Limited is not responsible for any error or inaccuracy or for any losses suffered on 
account of information contained in this report. This report does not purport to be offer for purchase and sale of share/ units. We and our affiliates, officers, 
directors, and employees, including persons involved in the preparation or issuance of this material may: (a) from time to time, have long or short positions in, 
and buy or sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage 
or other compensation discussed herein or act as advisor or lender I borrower to such company (ies) or have other potential conflict of interest with respect to 
any recommendation and related information and opinions. The same persons may have acted upon the information contained here. No part of this material 
may be duplicated in any form and/or redistributed without Microsec Capital Limited’ prior written consent. 

Disclaimer 


