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RBI’s Monetary Policy Review

Jun 05, 2026

On Jun 05, 2026, RBI’s Monetary Policy Committee (MPC) took following policy decisions:

Key Policy Parameter Status before today’s meeting Decision at today’s MPC meeting

Repo Rate 5.25% 5.25%, unchanged

Standing Deposit Facility (SDF) 5.00% 5.00%, unchanged

Bank Rate / Marginal Standing 

Facility (MSF) Rate 
5.50% 5.50%, unchanged

Monetary Policy Stance Neutral Neutral, unchanged

The  RBI’s  MPC  voted  unanimously  to  keep  the  repo  rate  unchanged  at  5.25% . The  MPC  also  decided  to  
continue  with  the  neutral  monetary  policy  stance . 

Executive summary of RBI’s press releases/ press conference:

Global Economy:

• Global  economic  outlook  remains  uncertain  due  to  ongoing  geopolitical  tensions  in  West  Asia .

• Rising  energy  prices  and  supply  chain  disruptions  are  slowing  down  economic  activity .

• Central  banks  are  facing  tough  trade -offs,  making  monetary  policy  more  cautious .

• Major  advanced  economies  are  shifting  towards  tighter  monetary  policy .

• Equity  markets  remain  strong,  driven  by  optimism  around  AI  growth .

• Bond  markets  are  weak  due  to  concerns  about  inflation  and  debt  sustainability .

• Risk -averse  sentiment  and  demand  for  safe -haven  assets  are  increasing . 

• Forex  markets  are  volatile,  with  many  emerging  market  currencies  weakening .

Domestic Growth:

• Domestic  economic  activity  has  remained  stable  despite  global  conflict .

• Manufacturing  and  services  sectors  continue  to  show  resilience,  with  positive  business  outlook .

• Rising  energy  and  input  costs,  along  with  supply  disruptions,  may  slow  economic  activity  ahead .

• Below -normal  monsoon  may  affect  agriculture  and  rural  demand .

• Services  sector  growth,  GST  changes,  and  stable  employment  should  support  urban  consumption .

• Government  capital  expenditure  is  expected  to  remain  strong .

• Government  measures  (MSME  support,  export  promotion,  boosting  domestic  energy  production,  import  
diversification)  will  help  manage  external  shocks .

• Real  GDP  growth  for  FY 27 is  projected  at  6.6% , 30  bps  lower  than  6.9%  estimated  in  Apr  2026  MPC .

Source : RBI
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Other Key Policy Measures: 

Key Measures announced to attract foreign capital into the economy:

• Government  Securities  (G -Secs) : Expanded  ‘specified  securities’  under  FAR  (Fully  Accessible  Route)  to  
include  15, 30 , and  40 -year  bonds . Removed  limits  on  short -term  investment,  concentration,  and  
individual  securities  for  FPIs  under  the  General  Route . Combined  with  tax  benefits  provided  to  FPIs  by  
government,  these  steps  aim  to  boost  foreign  investment  in  government  borrowing .

• Equity  Investments : Increased  investment  limits  for  NRIs  and  OCIs  (Overseas  Citizen  of  India)  in  listed  
equities  without  SEBI  registration . Extended  the  same  facility  to  all  individual  Persons  Resident  Outside  
India  (PROIs) .

• A  concessional  forex  swap  facility  for  External  Commercial  Borrowings  (ECBs)  by  PSUs  and  support  for  
banks  to  bear  full  hedging  costs  on  3–5-year  FCNR(B)  deposits  have  been  introduced  to  boost  foreign  
currency  inflows,  with  both  facilities  available  until  30 th  Sep  2026 .

Fixed Income Outlook:

• The  RBI  did  not  use  interest  rates  to  support  the  currency  and  kept  the  policy  rate  and  stance  
unchanged,  as  expected .

• We  expect  RBI  to  keep  rates  unchanged  in  the  August  policy,  with  a  50 -bps  rate  hike  likely  in  FY 27, 
possibly  starting  from  the  October  policy .

• The  RBI  and  government  took  coordinated  steps  to  boost  capital  inflows  through  both  short -term  
measures  and  long -term  structural  reforms . 

• While  the  exact  impact  of  these  measures  is  difficult  to  quantify  at  this  stage,  capital  inflows  could  be  
around  $ 40 –50  bn,  with  potential  for  higher  inflows  if  global  conditions  stabilize .

• The  Indian  rupee  is  expected  to  appreciate  in  the  near  term,  with  the  USD/INR  likely  to  move  towards  93 
as  capital  flows  gradually  increase .

• Liquidity  conditions  are  expected  to  remain  comfortable  in  the  coming  quarter,  supported  by  capital  
inflows,  potential  RBI  sterilization,  and  reduced  pressure  on  the  rupee .

Domestic Inflation:

• Crude  oil  prices  for  FY 27 are  expected  to  be  higher  at  $ 95/ bbl  vs . earlier  estimate  of  $ 85 /bbl . 

• Higher  energy  and  input  costs  led  to  a  sharp  increase  in  WPI  inflation  in  April  2026 .

• Partial  pass -through  of  higher  global  crude  prices  to  domestic  fuel  prices  began  in  May  2026 . 

• Prices  of  inputs  like  LPG,  raw  materials,  chemicals,  metals,  rubber,  and  plastics  have  increased . 

• These  rising  input  costs  are  likely  to  push  CPI  inflation  higher  as  firms  pass  on  costs .

• CPI  inflation  for  FY 27 is  projected  at  5.1% , 50  bps  higher  than  4 .6%  estimated  in  Apr  2026  MPC .

• Core  inflation  (ex -food  and  fuel)  for  FY 27 is  projected  at  4 .7%  vs . 4 .4%  estimated  earlier . 

• Upside  risks  to  inflation  include  -  global  supply  chain  disruptions,  commodity  price  shocks,  uncertainty  in  
monsoon  distribution,  potential  El  Niño  conditions

Source : RBI
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Disclaimer
This  communication  is  being  sent  by  the  Investment  Advisory  Group  of  HSL  IA ., registered  under  SEBI  (Investment  Advisors)  
Regulations,  2013  under  the  Registration  number  INA 000011538 .

This  note  has  been  prepared  exclusively  for  the  benefit  and  internal  use  of  the  recipient  and  does  not  carry  any  right  of  
reproduction  or  disclosure . Neither  this  note  nor  any  of  its  contents  maybe  used  for  any  other  purpose  without  the  prior  
written  consent  of  HSL  IA,  Investment  Advisory  Group  (HSL  IA) . In  preparing  this  note,  we  have  relied  upon  and  assumed,  
without  any  independent  verification,  accuracy  and  completeness  of  all  information  available  in  public  domain  or  from  
sources  considered  reliable .  This  note  contains  certain  assumptions  and  views,  which  HSL  IA  considers  reasonable  at  this  
point  in  time,  and  which  are  subject  to  change . Computations  adopted  in  this  note  are  indicative  and  are  based  on  current  
market  prices  and  general  market  sentiment . No  representation  or  warranty  is  given  by  HSL  IA  as  to  the  achievement  or  
reasonableness  or  completeness  of  any  idea  and/or  assumptions . This  note  does  not  purport  to  contain  all  the  information  
that  the  recipient  may  require . Recipients  should  not  construe  any  of  the  contents  herein  as  advice  relating  to  business,  
financial,  legal,  taxation,  or  other  matters  and  they  are  advised  to  consult  their  own  business,  financial,  legal,  taxation  and  
other  experts  /  advisors  concerning  the  company  regarding  the  appropriateness  of  investing  in  any  securities  or  investment  
strategies  discussed  or  recommended  in  this  note  and  should  understand  that  statements  regarding  future  prospects  may  
not  be  realized . It  may  be  noted  that  investments  in  equity  and  equity -related  securities  involve  a  degree  of  risk  and  
investors  should  not  invest  any  funds  unless  they  can  afford  to  take  the  risk  of  losing  their  investment . Investors  are  advised  
to  undertake  necessary  due  diligence  before  making  an  investment  decision . For  making  an  investment  decision,  investors  
must  rely  on  their  own  examination  of  the  Company  including  the  risks  involved . Investors  should  note  that  income  from  
investment  in  such  securities,  if  any,  may  fluctuate  and  that  each  security’s  price  or  value  may  rise  or  fall . Accordingly,  
investors  may  receive  back  less  than  originally  invested . Neither  HSL  IA  nor  any  of  its  employees  shall  be  liable  for  any  
direct,  indirect,  special,  incidental,  consequential,  punitive,  or  exemplary  damages,  including  lost  profits  arising  in  any  way  
from  the  information  contained  in  this  material . This  note  does  not  constitute  an  offer  for  sale,  or  an  invitation  to  subscribe  
for,  or  purchase  equity  shares  or  other  assets  or  securities  of  the  company  and  the  information  contained  herein  shall  not  
form  the  basis  of  any  contract . It  is  also  not  meant  to  be  or  to  constitute  any  offer  for  any  transaction . HSL  IA  and  its  
affiliates,  officers,  directors,  key  managerial  persons  and  employees,  including  persons  involved  in  the  preparation  or  
issuance  of  this  material  may  from  time  to  time,  have  long  or  short  positions  in,  and  buy  or  sell  the  securities  thereof,  of  
company  (ies ) mentioned  herein . HSL  IA  may  at  any  time  solicit  or  provide  commercial  banking,  credit,  advisory  or  other  
services  to  the  issuer  of  any  security  referred  to  herein . Accordingly,  information  may  be  available  to  HSL  IA,  which  is  not  
reflected  in  this  material,  and  HSL  IA  may  have  acted  upon  or  used  the  information  prior  to,  or  immediately  following  its  
publication .

HSL  IA  neither  guarantees  nor  makes  any  representations  or  warranties,  express  or  implied,  with  respect  to  the  fairness,  
correctness,  accuracy,  adequacy,  reasonableness,  viability  for  any  particular  purpose  or  completeness  of  the  information  
and  opinions . Further,  HSL  IA  disclaims  all  liability  in  relation  to  use  of  data  or  information  used  in  this  report  which  is  
sourced  from  third  parties .

Please  note  that  HDFC  Securities  has  a  proprietary  trading  desk . This  desk  maintains  an  arm’s  length  distance  with  the  HSL  
IA  team  and  all  its  activities  are  segregated  from  HSL  IA  activities . The  proprietary  desk  operates  independently,  potentially  
leading  to  investment  decisions  that  may  deviate  from  research  views .

HDFC  securities  Limited,  I  Think  Techno  Campus,  Building  -  B,  "Alpha",  Office  Floor  8, Near  Kanjurmarg  Station,  Opp . 
Crompton  Greaves,  Kanjurmarg  (East),  Mumbai  400  042  Phone : (022 ) 3075  3400  Fax : (022 ) 2496  5066

Compliance  Officer : Murli  V  Karkera  Email : complianceofficer@hdfcsec .com  Phone : (022 ) 3045  3600 . For  grievance  redressal  
contact  Customer  Care  Team  Email : customercare@hdfcsec .com  Phone : (022 ) 3901  9400

HDFC  Securities  Limited,  SEBI  Reg . No .: NSE,  BSE,  MSEI,  MCX : INZ 000186937 ; AMFI  Reg . No . ARN : 13549 ; PFRDA  Reg . No . 
POP : 11092018 ; IRDA  Corporate  Agent  License  No .: CA 0062 ; SEBI  Research  Analyst  Reg . No .: INH 000002475 ; SEBI  
Investment  Adviser  Reg . No .: INA 000011538 ; CIN  -  U67120 MH 2000 PLC 152193

Investment  in  securities  market  is  subject  to  market  risks . Read  all  the  related  documents  carefully  before  investing .

Mutual  Fund  Investments  are  subject  to  market  risk . Please  read  the  offer  and  scheme  related  documents  carefully  before  
investing .

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 .

This  information  is  for  educational/information  purposes  only . 
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