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RBI Monetary Policy Highlights – Oct’25 
 

An Expected Pause; Room for Rate Cut Still Open 
 

The RBI’s decision to keep the repo rate unchanged was in line with our expectations. The 

recent GST rate rationalisation comes at an opportune time and is expected to support 

consumption demand during the festive season. The regulator has revised its growth forecast 

upwards for Q2 and FY26, while a marginal downward revision is seen in H2FY26 onwards. 

However, inflationary pressures are expected to continue to ease in the near term. The 

pause in the current meeting leaves room for the RBI to opt for a 25bps rate cut in the 

forthcoming meeting, with growth buoyancy continuing and expectations of softening 

inflationary pressures. 

 

For banks, Q2 is expected to be another soft quarter, with tepid growth, NIM pressures, weaker 

treasury performance sequentially and higher credit costs. Banks are yet to see a meaningful 

recovery in credit growth, which is expected from H2 onwards. For banks, we expect NIMs to 

bottom out in Q2, so far. H2 margins should find support from deposit repricing and the CRR 

cut. Banks are seeing green shoots in terms of asset quality metrics and expect better 

outcomes from H2 onwards. We believe valuations for most banks are comfortable, and 

clarity on pick-up in growth and improving asset quality metrics would warrant upside in 

banking stocks.  At present, we continue to prefer banks with promising growth 

prospects, healthy deposit franchises, stable asset quality metrics, and strong and 

steady management teams. 

 

The regulator has also prescribed additional measures to strengthen the resilience and 

competitiveness of the banking sector. The measures are: 

✓ The Expected Credit Loss (ECL) framework of provisioning with prudential floors is 

proposed to be made applicable to all Scheduled Commercial Banks (excluding Small 

Finance Banks (SFBs), Payment Banks (PBs), Regional Rural Banks (RRBs)) and All 

India Financial Institutions (AIFIs) with effect from 1st April, 2027. The RBI has also 

indicated that the banks will be given a glidepath till 31st March, 2031, to smooth the 

one-time impact of higher provisioning, if any, on their existing books.  

✓ Further, the RBI has proposed to make the revised Basel III capital adequacy norms 

effective for commercial banks (excluding SFBs, PBs and RRBs) from 1st April, 2027. 

The regulator will issue a draft of the Standardised Approach for Credit Risk shortly. 

Under the revised approach, the proposed lower risk weights on certain segments are 

expected to reduce the overall capital requirements, particularly for MSMEs and 

residential real estate (including home loans). 

✓ A draft circular on Forms of Business and Prudential Regulation for Investments was 

issued in Oct’24. It has been finalised after public consultations and will be issued shortly. 

The proposed regulatory restriction on overlap in the businesses undertaken by a 

bank and its group entity(ies) is being removed from the final guidelines. The strategic 

allocation of business streams among group entities will be left to the wisdom of bank 

boards. 

✓ The RBI further proposed to introduce risk-based deposit insurance premiums with the 

currently applicable flat rate of premium as the ceiling. This will incentivise sound risk 

management by banks and reduce premiums to be paid by better-rated banks. 

  

*Stock Picks: 

Private Banks – HDFC Bank, Kotak Mahindra Bank, Federal Bank 
 

PSU Banks – SBI 
 

NBFCs – Shriram Finance, Bajaj Finance 

(*Pls note these are event-based picks) 

 Key Rates 

 
Current 

(%) 
Previous 

(%) 

Repo Rate 5.50 5.50 

Reverse Repo Rate 3.35 3.35 

MSF 5.75 5.75 

SDF 5.25 5.25 

 

GDP Growth Estimates 

 
Current 

(%) 
Previous 

(%) 

Q2FY26 7.0 6.7 

Q3FY26 6.4 6.6 

Q4FY26 6.2 6.3 

FY26 6.8 6.5 

Q1FY27 6.4 6.6 

 

 

Inflation Estimates 

 
Current 

(%) 
Previous 

(%) 

Q2FY26 1.8 2.1 

Q3FY26 1.8 3.1 

Q4FY26 4.0 4.4 

FY26 2.6 3.1 

Q1FY27 4.5 4.9 
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Additional Measures to Improve the Flow of Credit  

 

The RBI announced 5 measures to improve the flow of credit. 

 

▪ To expand the scope of capital market lending by banks, the regulator proposed to provide an enabling 

framework for Indian banks to finance acquisitions by Indian corporates. 

 

▪ The RBI proposed to (a) remove the regulatory ceiling on lending against listed debt securities and (b) 

enhance limits for lending by banks against shares from Rs 20 Lc to Rs 1 Cr and for IPO financing from Rs 

10 Lc to Rs 25 Lc per person. 

 

▪ The regulator has also proposed to withdraw the framework introduced in 2016 that disincentivised lending by 

banks to specified borrowers (with a credit limit from the banking system of Rs 10,000 Cr and above).  

 

▪ To reduce the cost of infrastructure financing by NBFCs, the regulator has proposed to reduce the risk 

weights (RW) applicable to lending by NBFCs to operational, high-quality infrastructure projects. 

 

▪ Since 2004, licensing for Urban Co-operative Banks (UCBs) has been paused. Considering the positive 

developments in the sector during the last two decades and in response to the growing demand from the 

stakeholders, we propose to publish a discussion paper on the licensing of new UCBs. 

 

Measures to Enhance Consumer Satisfaction 

▪ The bouquet of services offered to Basic Savings Bank Deposit account holders without levy of minimum 

balance charges is proposed to be expanded to, inter alia, include digital banking (mobile/internet banking) 

services. 

 

▪ The Internal Ombudsman mechanism is proposed to be strengthened to make grievance redressal by 

regulated entities more effective. 

 

▪ The RBI Ombudsman Scheme is also being revised for improved grievance redressal, and rural cooperative 

banks are being included under the ambit of the Scheme.  
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Axis Direct is the brand under Axis Securities Limited, which is a 100% subsidiary of Axis Bank Limited. Axis Bank Ltd. is a listed public company and one of India’s largest 

private sector banks, and has its various subsidiaries engaged in businesses of Asset management, NBFC, Merchant Banking, Trusteeship, Venture Capital, Stock Broking, 

the details in respect of which are available on www.axisbank.com. 

 

Axis Securities Limited is registered as a 

• Stock Broker, Depository Participant, Portfolio Manager, Investment Adviser and Research Analyst with the Securities and Exchange Board of India 

• Corporate Agent with Insurance Regulatory and Development Authority of India 

• Point of Presence with Pension Fund Regulatory and Development Authority  

• Distributor for Mutual Funds with AMFI 

 

Registration Details: 

 

SEBI Single Reg. No.- NSE, BSE, MSEI, MCX & NCDEX – INZ000161633 | SEBI Depository Participant Reg. No. IN-DP-403-2019 | Portfolio Manager Reg. No.- 

INP000000654 | Investment Advisor Reg No. INA000000615 | SEBI-Research Analyst Reg. No. INH000000297 | IRDA Corporate Agent (Composite) Reg. No. CA0073| 

PFRDA – POP Reg. No. POP387122023 | Mutual Fund Distributor ARN- 64610.  

 

Compliance Officer Details: Name – Mr Rajiv Kejriwal, Tel No. – 022-68555574, Email id – compliance.officer@axisdirect.in.;  

 

 

Registered Office Address – Axis Securities Limited, Unit No.002, Building- A, Agastya Corporate Park, Piramal Realty, Kamani Junction, Kurla (W), Mumbai – 400070. 
 

Administrative office address: Axis Securities Limited, Aurum Q Parć, Q2 Building, Unit No. 1001, 10th Floor, Level – 6, Plot No. 4/1 TTC, Thane – Belapur Road, Ghansoli, 

Navi Mumbai, Pin Code – 400710. 

 

In case of any grievances, please call us at 022-40508080 or write to us at helpdesk@axisdirect.in. 

 

We hereby declare that our activities have neither been suspended nor have we defaulted with any stock exchange authority with whom we are registered in the last five 

years. However, SEBI, Exchanges, Clearing Corporations and Depositories, etc. have conducted the routine inspection and based on their observations have issued 

advice/warning/show cause notices/deficiency letters/ or levied penalty or imposed charges for certain deviations observed in inspections or in the normal course of business, 

as a Stock Broker / Depository Participant/Portfolio Manager. We have not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor 

has our certificate of registration been cancelled by SEBI at any point in time. 

 

Investments in the securities market are subject to market risks. Read all the related documents carefully before investing.  

By referring to any particular sector, Axis Securities does not provide any promise or assurance of a favourable view for a particular industry or sector or business group in 

any manner.  

 

Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee performance of the intermediary or provide any 

assurance of returns to investors. None of the research recommendations promise or guarantee any assured, minimum or risk-free return to the investors. Our research 

should not be considered as an advertisement or advice, professional or otherwise. This research report and its respective content by Axis Securities made available on this 

page or otherwise do not constitute an offer to sell or purchase or subscribe for any securities or solicitation of any investments or investment services for the residents of 

Canada and/or the USA or any jurisdiction where such an offer or solicitation would be illegal. 

 

Subject company(ies) may have been clients during the twelve months preceding the date of distribution of the research report. Derivatives are a sophisticated investment 

device. The investor is requested to take into consideration all the risk factors before actually trading in derivative contracts. 

 

Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future 

performance. Information, opinions and estimates contained in this report reflect a judgment of its original date of publication by ASL and are subject to change without notice. 

The price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial 

instruments is subject to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. 

 

The information and opinions in this report have been prepared by Axis Securities and are subject to change without notice. The report and information contained herein are 

strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person 

or to the media or reproduced in any form, without prior written consent of Axis Securities. The report must not be used as a singular basis for any investment decision. The 

views herein are of a general nature and do not consider the risk appetite, investment objective or the particular circumstances of an individual investor. The investor is 

requested to take into consideration all the risk factors, including their financial condition, suitability to risk return profile and the like and take professional advice before 

investing. 

 

While we would endeavour to update the information herein on a reasonable basis, Axis Securities is under no obligation to update or keep the information current. Also, 

there may be regulatory, compliance or other reasons that may prevent Axis Securities from doing so. Non-rated securities indicate that the rating on a particular security has 

been suspended temporarily and such suspension is in compliance with applicable regulations and/or Axis Securities policies, in circumstances where Axis Securities might 

be acting in an advisory capacity to this company, or in certain other circumstances.  

 

This report is based on information obtained in good faith from public sources and sources believed to be reliable, but no independent verification has been made, nor is its 

accuracy or completeness guaranteed. This report and information herein are solely for informational purposes and shall not be used or considered as an offer document or 

solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may 

receive this report at the same time. Axis Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, 

legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and 

opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment objectives, financial 

positions and the needs of the specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should 

independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. 

Axis Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future 

performance. Investors are advised to see the Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may 

differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice. Axis Securities or its 

associates might have managed or co-managed a public offering of securities for the subject company or might have been mandated by the subject company for any other 

assignment in the past twelve months. Axis Securities or its associates might have received any compensation from the companies mentioned in the report during the period 

preceding twelve months from the date of this report for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant 

banking, brokerage services or other advisory services in a merger or specific transaction. Axis Securities or its associates might have received any compensation for 

products or services other than investment banking or merchant banking, or brokerage services from the companies mentioned in the report in the past twelve months. Axis 

Securities encourages independence in research report preparation and strives to minimise conflict in the preparation of research reports. Axis Securities or its associates, or 

its analysts, did not receive any compensation or other benefits from the companies mentioned in the report or a third party in connection with the preparation of the research 

report. Accordingly, neither Axis Securities nor Research Analysts and/or their relatives have any material conflict of interest at the time of publication of this report. Please 
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note that Axis Securities has a proprietary trading desk. This desk maintains an arm’s length distance from the Research team, and all its activities are segregated from 

Research activities. The proprietary desk operates independently, potentially leading to investment decisions that may deviate from research views. 

 

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.  

 

Research Analyst may have served as an officer, director or employee of the subject company(ies). Axis Securities or Research Analysts, or their relatives, do not own 1% or 

more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of the research report. Since associates of Axis 

Securities and Axis Securities as an entity are engaged in various financial service businesses, they might have financial interests or actual/beneficial ownership of one per 

cent or more or other material conflicts of interest in various companies, including the subject company/companies mentioned in this report. Axis Securities may have issued 

other reports that are inconsistent with and reach a different conclusion from the information presented in this report. Certain transactions -including those involving futures, 

options and other derivatives as well as non-investment grade securities - involve substantial risk and are not suitable for all investors. Reports based on technical analysis 

centre on studying charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals and as such, may not match with a report 

on a company's fundamentals. 

 

We and our affiliates/associates, officers, directors, and employees, Research Analyst(including relatives) worldwide 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 or act as a market maker in the financial instruments of the subject company/company (ies) discussed herein or act as advisor or lender/borrower to such 

company (ies) or have other potential/material conflict of interest with respect to any recommendation and related information and opinions at the time of publication of 

Research Report or at the time of public appearance. Axis Securities may have proprietary long/short positions in the above-mentioned scrip(s) and therefore may be 

considered as interested. This should not be construed as an invitation or solicitation to do business with Axis Securities. Axis Securities is also a Portfolio Manager. Portfolio 

Management Team (PMS) takes its investment decisions independently of the PCG research, and accordingly, PMS may have positions contrary to the PCG research 

recommendation.  
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