
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Monetary policy comes at a time when domestic growth indicators and Q1 corporate 

commentary hardly reflects signs of economic recovery albeit corporate India 

remains optimistic about a recovery in the 2H of this fiscal. Additionally, tensions 

around US-India relationship on trade side (at least for now) along with benign 

inflation prints on domestic side increases the possibility of another rate cut by MPC. 

In this backdrop, the MPC decided to maintain the repo rate at 5.5% i.e. no change 

in repo rate and maintained its policy stance as neutral. 

 

ASSESSMENT OF GLOBAL AND DOMESTIC ECONOMIC CONDITION 

Governor Malhotra highlighted that while volatility in financial markets and 

geopolitical tensions have eased from recent highs, uncertainty persists amidst 

ongoing trade negotiations and tariff announcements. Global growth, though revised 

upward by the IMF, remains muted, with the pace of disinflation slowing and inflation 

inching up in some advanced economies. On the domestic growth front, rural 

demand remains supportive of private consumption while robust government capex 

is aiding fixed investment. A normal southwest monsoon is boosting kharif sowing 

and agriculture activity, while services and construction sectors remain strong. 

However, industrial growth has been uneven, weighed down by weak performance 

in electricity and mining. Going forward, lower inflation, rising capacity utilization, 

continued policy support, and conducive financial conditions are expected to sustain 

domestic growth, though risks from global uncertainties and geopolitical tensions 

persist. 
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BAR FOR THE NEXT CUT REMAINS HIGH 
 
Quick View – The MPC voted unanimously to maintain repo rate at 5.5% and 

retained the policy stance as neutral. 

 

Repo Rate 5.50% 

SDF Rate 5.25% 

Bank Rate 5.75% 

CRR 4.00% 

SLR 18.00% 

USDINR 87.8 

 Dolat View – The MPC held rates steady, signaling caution amidst global 

headwinds and signs of domestic fragility. Commentary from the governor 

suggests that the bar for rate cuts remains high in lieu of inflation print 

expected to move higher from Q4FY26 onwards. 

Global growth momentum is likely to moderate in H2, with risks from tariff 

wars, softening demand, and renewed US inflation. Domestically, high 

frequency indicators point to mixed signals in underlying demand. Liquidity 

remains comfortable, but credit pick up seems to be deferred and expectation 

in 2HFY26, would see a pickup in credit buoyed by the sentiment around 

festive season. The current pause reflects a calibrated, data-driven approach. 

With easing already frontloaded in the last policy, it seems MPC is preserving 

room for future rate action (if any). 

Way Forward - With a neutral stance, policy remains data-dependent. Until 

growth risks worsen, a pause is warranted. Else a 25-bps cut in the next 

policy meeting in Oct’25. As there are many moving parts, being decisive on 

either side becomes difficult at this point of time. 
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NO CHANGE IN GROWTH BUT INFLATION EST. LOWERED FOR FY26 

Headline CPI for FY26 is projected lower at 3.1 pc (vs. 3.7 pc) while there was no 

change in growth est. There were quarterly revisions announced on the inflation side 

- Q2 at 2.1 pc (vs. 3.4 pc), Q3 at 3.1 pc (vs. 3.9 pc), Q4 remains unchanged at 4.4% 

and Q1 FY27 at 4.9 pc. The Real GDP growth for Q1 FY27 is projected at 6.7pc.  

 

SYSTEM LIQUIDITY TO REMAIN IN SURPLUS 

System liquidity averages around Rs 2.9 lac cr surplus in Jun-Jul’25 period vs. Rs 

1.5 lac cr. surplus seen in Apr-May’25 period. The government cash balance average 

also increased from Rs 1 lac cr. in Apr-May’25 period to Rs 2.7 lac cr. in Jun-Jul’25 

period. System liquidity surplus currently is around ~1 pc of NDTL and with 100 bps 

CRR cut (in phases from Sept’25 onwards) another Rs. 2.4-2.5 lac crs. would get 

infused. 

 

Core liquidity has moved from Rs 2.57 lac crs. in April-May’25 period to Rs 5.63 lac 

cr. in June-Jul’25 period (i.e. 1.1 pc of NDTL to 2.4 pc of NDTL). Some part of the 

surplus in system liquidity would see an offset due to the maturity of net short forward 

book of RBI (around ~$65bn as of May 2025 with ~$45bn set to mature in less than 

12 months). Overall, RBI remains nimble and flexible in liquidity management to 

support economic activity. 

 

DOLAT VIEW – RBI PAUSES AMIDST GLOBAL UNCERTAINTY AND 
DOMESTIC FRAGILITY; BAR REMAINS HIGH FOR THE NEXT CUT 
 
MPC opted for a status quo as it carefully evaluates a complex interplay of global 

and domestic factors. We believe this cautious approach underscores the central 

bank’s desire to preserve monetary space, even as growth remains a concern and 

inflation continues to trend lower. As MPC has already front-loaded easing in 

anticipation of lower inflation print in the last policy and the transmission of these cuts 

is still underway, the members of the committee remain inclined to wait and assess 

the full impact of rate cuts on credit growth and gain more clarity on the progress of 

monsoon, Q1 GDP and ongoing trade negotiations with US. In the meantime, RBI 

may prioritize financial stability and utilize the FX reserves (which remain strong 

around $698bn) to curb currency volatility in lieu of capital outflows arising due to 

economic or trade reasons. 

 

CPI inflation for June’25 softened for the eighth consecutive month to 2.1% - the 

lowest print since Jan’19 and averaged around 2.7% for Q1FY26. The quarterly 

average read is well below the 4% target and is down from 3.7% seen in Q4FY25 

and 5.6% seen in Q3FY25 and 4.9% in Q1FY25. While this continued disinflation 

provides short-term comfort, the exceptionally low base this year could create 

statistical pressure on YoY prints as we move into Q4FY26 and rest of the quarters 

of FY27. Monetary policy being forward looking, thereby limits the MPC’s action on 

aggressive policy easing from here on. Furthermore, in the coming months, MPC’s 

decision will need to factor in changes to the headline CPI with the new methodology 

expected to come up in FY27. 

 

We believe the next rate cut decision will hinge on the pace of economic recovery 

especially as we head into the festive season. Risks to FY26 growth projection may 

tilt MPC decision toward another cut of 25 bps as weaker growth may also curb 

the upside risk to forward looking core inflation.  
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In case of any cut by MPC, the timing of the same may be in Oct’25 meeting or else 

the room is limited. Between now and the next policy meeting, MPC will get more 

clarity on various factors like the external front (i.e. trade negotiations and FED 

policy), festive demand and progress of the monsoon and distribution of rainfall and 

rate transmission, which would help the members to decide on the future course of 

action on policy front. Furthermore, the members may also consider and evaluate 

any government action (likely to be announced before Bihar elections) like GST rate 

rationalization, export schemes, or any other fiscal measure in response to stimulate 

domestic demand.  
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Exhibit 1: Quarterly Projection of Real GDP Growth 
(YoY) 

 Exhibit 2: Quarterly Projection of CPI Inflation (YoY) 

 

 

 

Source: RBI  Source: RBI 

 

Exhibit 3: USDINR trend 

 
Source: Reuters, Dolat Capital 
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Exhibit 4: FX Reserves around $698bn 

 
Source: RBI, Dolat Capital 

 

Exhibit 5: RBI's net forward short position ~$65bn as of May'25 

 
Source: RBI, Dolat Capital 

 

Exhibit 6: Categorywise no. Of subdivisions & % area (subdivisional) of the   
country 

CATEGORY 

PERIOD: 01.06.2025 TO 03.08.2025 

NO. OF SUBDIVISIONAL 

SUBDIVISIONS % AREA OF COUNTRY 

LARGE EXCESS 2 10% 

EXCESS 7 21% 

NORMAL 21 56% 

DEFICIENT 6 13% 

LARGE DEFICIENT 0 0% 

NO RAIN 0 0% 

Source: IMD | Data shown is from 1st June to 3rd August 2025 
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Exhibit 7: Sowing is up by ~5 pc on YoY basis 

 
Source: PIB India, Dolat Capital 

 

Exhibit 8: Reservoir levels remain healthy 

 
Source: IndiaDataHub, Dolat Capital 

 

Exhibit 9: Credit growth seems to be deferred for now 

 
Source: Bloomberg, Dolat Capital 
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Exhibit 10: % share of outstanding floating loans of SCBs across benchmarks 

 
Source: RBI, Dolat Capital 

 

Exhibit 11: Rate transmission across bond and money market visible 

 
Source: RBI, Dolat Capital 

 

Exhibit 12: Rate transmission has been faster for PSUs 

 
Source: RBI, Dolat Capital | Chart shows weighted average lending rate on fresh loans sanctioned 
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Exhibit 13: Outstanding liquidity infused by RBI (in INR bn) 

 
Source: IndiaDataHub, Dolat Capital | Data as on 3rd Aug 2025 | -ve amount in the chart implies 
liquidity surplus whereas +ve amount implies liquidity deficit 

 

Exhibit 14: Core-Core CPI print remains benign and is currently around 3.6 pc 

 
Source: IndiaDataHub, Dolat Capital 

 

Exhibit 15: Household Leverage Rising and Savings Declining* 

 
Source: Bloomberg, Dolat Capital | * Important to evaluate whether the tax stimulus provided in 
Budget 2025, goes into repairing the household balance sheet i.e. increase in household saving or 
gets spent across consumption categories and repaying loans. 

 

(3,000)

(2,000)

(1,000)

0

1,000

2,000

3,000

4,000

A
p

r-
2

4

M
a

y
-2

4

M
a

y
-2

4

J
u

n
-2

4

J
u

l-
2

4

A
u
g
-2

4

S
e

p
-2

4

O
c
t-

2
4

N
o

v
-2

4

D
e

c
-2

4

J
a

n
-2

5

F
e
b

-2
5

M
a

r-
2

5

A
p

r-
2

5

M
a

y
-2

5

J
u

n
-2

5

J
u

l-
2

5

2%

3%

4%

5%

6%

7%

J
a

n
-2

3

M
a

r-
2

3

M
a

y
-2

3

J
u

l-
2

3

S
e

p
-2

3

N
o

v
-2

3

J
a

n
-2

4

M
a

r-
2

4

M
a

y
-2

4

J
u

l-
2

4

S
e

p
-2

4

N
o

v
-2

4

J
a

n
-2

5

M
a

r-
2

5

M
a

y
-2

5

CPI - Excluding Food- Fuel- Retail Fuel- Precious Metals YoY

15.0%

18.0%

21.0%

24.0%

27.0%

3.0%

6.0%

9.0%

12.0%

15.0%

18.0%

M
a

r-
0

2

M
a

r-
0

3

M
a

r-
0

4

M
a

r-
0

5

M
a

r-
0

6

M
a

r-
0

7

M
a

r-
0

8

M
a

r-
0

9

M
a

r-
1

0

M
a

r-
1

1

M
a

r-
1

2

M
a

r-
1

3

M
a

r-
1

4

M
a

r-
1

5

M
a

r-
1

6

M
a

r-
1

7

M
a

r-
1

8

M
a

r-
1

9

M
a

r-
2

0

M
a

r-
2

1

M
a

r-
2

2

M
a

r-
2

3

M
a

r-
2

4

Personal Loan % of GDP Household Savings % of GDP - RHS



 

 

 

 
Dolat Rating Matrix  

Total Return Expectation (12 Months)  

Buy > 20% 

Accumulate 10 to 20% 

Reduce 0 to 10% 

Sell < 0% 

 

Dolat Team 

Amit Khurana, CFA Head of Equities amit@dolatcapital.com +9122 4096 9745 

CONTACT DETAILS 

Equity Sales Designation E-mail Direct Lines 

Dinesh Bajaj Director - Equity Sales dineshb@dolatcapital.com +9122 4096 9709 

Kapil Yadav Director - Equity Sales & Corporate Access kapil@dolatcapital.com +9122 4096 9735 

Jubbin Shah Director - Equity Sales jubbins@dolatcapital.com +9122 4096 9779 

Nikhil Thacker Director - Equity Sales nikhilt@dolatcapital.com +9122 4096 9700 

Pratik Shroff AVP - Equity Sales pratiks@dolatcapital.com +9122 4096 9621 

Rajeev Lala AVP - Equity Sales rajeevl@dolatcapital.com +9122 4096 9767 

Equity Trading Designation E-mail  

P. Sridhar Director and Head of Sales Trading sridhar@dolatcapital.com +9122 4096 9728 

Chandrakant Ware Director - Sales Trading chandrakant@dolatcapital.com +9122 4096 9707 

Shirish Thakkar Director - Sales Trading shirisht@dolatcapital.com +9122 4096 9702 

Kartik Mehta Director - Sales Trading kartikm@dolatcapital.com +9122 4096 9715 

Nishit Sariya VP - Derivatives Sales Trading nishits@dolatcapital.com +9122 4096 9765 

Monali Jobanputra Co - Head Asia Derivatives monalij@dolatcapital.com +9122 6176 4841 

Bhavin Mehta Director Research - Derivatives Strategist bhavinm@dolatcapital.com +9122 4096 9705 

 

Dolat Capital Market Private Limited. 
Naman Midtown, A-1203, 12th Floor, Senapati Bapat Marg, Prabhadevi, Mumbai 400013 



 

 

 

Our Research reports are also available on Reuters, Thomson Publishers, DowJones and Bloomberg (DCML <GO>) 
 

` 
 
 
 
 
Analyst(s) Certification  

The research analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately 

reflect his or her or their personal views about all of the issuers and their securities; and  No part of his or her or their compensation was, is, or will be directly or indirectly related to 

the specific recommendations or views expressed in this research report. 

I.  Analyst(s) and Associate (S) holding in the Stock(s): (Nil)  

II. Disclaimer:  

This research report has been prepared by Dolat Capital Market Private Limited. to provide information about the company(ies) and sector(s), if any, covered in the report and may 

be distributed by it and/or its affiliated company(ies) solely for the purpose of information of the select recipient of this report. This report and/or any part thereof, may not be duplicated 

in any form and/or reproduced or redistributed without the prior written consent of Dolat Capital Market Private Limited. This report has been prepared independent of the companies 

covered herein. Dolat Capital Market Private Limited. and its affiliated companies are part of a multi-service, integrated investment banking, brokerage and financing group. Dolat 

Capital Market Private Limited. and/or its affiliated company(ies) might have provided or may provide services in respect of managing offerings of securities, corporate finance, 

investment banking, mergers & acquisitions, financing or any other advisory services to the company(ies) covered herein. Dolat Capital Market Private Limited. and/or its affiliated 

company(ies) might have received or may receive compensation from the company(ies) mentioned in this report for rendering any of the above services. Research analysts and 

sales persons of Dolat Capital Market Private Limited. may provide important inputs to its affiliated company(ies) associated with it. While reasonable care has been taken in the 

preparation of this report, it does not purport to be a complete description of the securities, markets or developments referred to herein, and Dolat Capital Market Private Limited. 

does not warrant its accuracy or completeness. Dolat Capital Market Private Limited. may 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 this report. This report is provided for information only and is not an investment advice and must not alone be taken as the basis 

for an investment decision. The investment discussed or views expressed herein may not be suitable for all investors. The user assumes the entire risk of any use made of this 

information. The information contained herein may be changed without notice and Dolat Capital Market Private Limited. reserves the right to make modifications and alterations to 

this statement as they may deem fit from time to time. Dolat Capital Market Private Limited. and its affiliated company(ies), their directors and employees may; (a) from time to time, 

have a long or short position in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn 

brokerage or other compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such 

company(ies) or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions. This report is neither an offer nor 

solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction. This report is not directed or intended for distribution 

to, or use by any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use 

would be contrary to law, regulation or which would subject Dolat Capital Market Private Limited. and/or its affiliated company(ies) to any registration or licensing requirement within 

such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to a certain category of investors. Persons in whose possession this report 

may come, are required to inform themselves of and to observe such restrictions.  

For U.S. persons only: This research report is a product of Dolat Capital Market Private Limited, under Marco Polo Securities 15a-6 chaperone service, which is the employer of 

the research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States (U.S.) and are not 

associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the 

regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or regulations regarding, among other things, communications with a subject company, 

public appearances and trading securities held by a research analyst account. 

Research reports are intended for distribution only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange 

Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a-6(a)(2). If the recipient of this report is not a Major Institutional Investor 

as specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any 

U.S. person, which is not the Major Institutional Investor. In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by 

the SEC in order to conduct certain business with Major Institutional Investors, Dolat Capital Market Private Limited has entered into a chaperoning agreement with a U.S. registered 

broker-dealer, Marco Polo Securities Inc. ("Marco Polo"). Transactions in securities discussed in this research report should be affected through Marco Polo or another U.S. registered 

broker dealer. 

 

Dolat Capital Market Private Limited. 

Corporate Identity Number: U65990GJ993PTC116741 
Member: BSE Limited and National Stock Exchange of India Limited. 

SEBI Registration No: BSE - INZ000274132, NSE - INZ000274132, Research: INH000014012 
Regd. office: 1401-1409, Dalal Street Commercial, Block 53 (Bldg. No.53E) Zone-5, Road-5E, Gift City, Sector 9, Gandhinagar-382355 Gujarat, India. 

Board: +9122 40969700 | Fax: +9122 22651278 | Email: research@dolatcapital.com | www.dolatresearch.com 

 

 




