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RBI prioritising EoDB to support growth

As expected, the MPC held rates (unanimous) and maintained its stance (two dissents to
change to accommodative). It stated a bias to ease but held back to see the effects of
front-loaded easing, fiscal steps and trade uncertainty. While FY27 growth was raised, it
was mostly due to the 1Q surprise. At the same time, forecasts for FY27 show inflation
staying above 4% (avg. 4.5%). Market pricing seems to be at the other extreme - hikes
two years later. Clarity could be months if not quarters away: without evidence to reduce
terminal rate for this cycle, rate action is unlikely. Prudently, the RBI has embarked on
EoDB and easing regulations to support growth, announcing some positive measures.

Exhibit 1 - FY27 inflation (L) projected above 4%; growth (R) above 6.5%
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Source: RBI, MOSPI, Axis Bank Research

MPC holds rates unanimously and sees space to ease more, differs on stance

As expected, the MPC held rates (unanimous) and maintained its neutral stance (dissents
from two external members). It stated, ‘macroeconomic conditions ... (have) ... opened up
space for further supporting growth, noting downward adjustment to inflation projections
(FY26 cut from 3.7% in June to 3.1% in Aug and 2.6% now), and cuts to 2-4QFY26 growth
which remain ‘below aspirations. However, with front-loaded monetary policy actions and
recent fiscal measures (GST) still playing out, and heightened uncertainties on trade, it
decided to stay on hold. We note, though, that in their estimate FY27 inflation may stay >4%
(Fig 1 & 2: avg. 4.5%), and growth, while still ~6.5%, is estimated to rebound through FY27.

Markets seem to be at the other extreme, clarity some time away

The market seems to have moved to pricing in rate hikes in two years (Fig 6), steepening the
curve (Fig 7). At the other end, while MPC comments indicate a bias for further easing.
Clarity may be several months if not quarters away, in our view: further rate actions would
depend on if the terminal rate for this cycle shifts downward from 5.5%, which in turn would
depend on a growth disappointment, or FY27 inflation being revised down meaningfully.

RBI focusing on Ease of Doing Business to support growth

Improving Ease of Doing Business (EoDB) may help drive credit growth more than rate cuts.
The decision to remove the proposed bar on overlap in businesses undertaken by a bank and
its group entities and leave the ‘strategic allocation of business streams among group
entities ... to the wisdom of bank boards’ is a positive step. The RBI has also now allowed
banks to do acquisition financing, reversing a 2004 decision, raised thresholds for lending
against securities, and clarified the Expected Credit Loss (ECL) framework for provisioning.
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Exhibit 2 - FY27 Inflation projection remains above 4%
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Exhibit 3 - FY27 growth projection above 6.5%
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Exhibit 4 - Current food disinflation highest in 10 years

Source: RBI, Axis Bank Research

Exhibit 5 - Core India BOP negative, driven by Fed?
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Exhibit 6 - 1y OIS starting at different points - are
hikes already being priced?

Source: RBI, Bloomberg, Axis Bank Research

Exhibit 7 - Rates curves are also steepening, calling the
near-end to cuts - can OMOs come?
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Disclaimer: The report and information contained herein is of confidential nature and meant only for the selected recipient and should
not be altered in any way, transmitted to, copied, or distributed, in any manner and form, to any other person or to the media or
reproduced in any form, without prior written approval of Axis Bank. The material in this document/report is based on facts, figures
and information that are obtained from publicly available media or other sources believed to be reliable and hence considered true,
correct, reliable and accurate but Axis Bank does not guarantee or represent (expressly or impliedly) that the same are true, correct,
reliable and accurate, not misleading or as to its genuineness, fitness for the purpose intended and it should not be relied upon as such.
The opinion expressed (including estimates, facts, figures and forecasts) is given as of the date of this document is subject to change
without providing any prior notice of intimation. Axis Bank shall have the rights to make any kind of changes and alterations to this
report/ information as may be required from time to time. However, Axis Bank is under no compulsion to maintain or keep the
data/information updated. This report/document does not mean an offer or solicitation for dealing (purchase or sale) of any financial
instrument or as an official confirmation of any transaction. Axis Bank or any of its affiliates/ group companies shall not be answerable
or responsible in any way for any kind of loss or damage that may arise to any person due to any kind of error in the information
contained in this document or otherwise. This document is provided for assistance only and should not be construed as the sole
document to be relied upon for taking any kind of investment decision. The recipient is himself/herself fully responsible for the risks of
any use made of this information. Each recipient of this document should make his/her own research, analysis and investigation as
he/she deem:s fit and reliable to come at an independent evaluation of an investment in the securities of companies mentioned in this
document (including the merits, demerits and risks involved), and should further take opinion of own consultants, advisors to determine
the advantages and risks of such investment. The investment discussed or views expressed herein may not suit the requirements for all
investors. Axis Bank and its group companies, affiliates, directors, and employees may: (a) from time to time, have long or short
positions in, and deal (buy and/or sell the securities) thereof, of company (ies) mentioned herein or (b) be engaged in any other
transaction involving such securities and earn commission/brokerage or other compensation or act as advisor or lender/borrower to
such company (ies) or have other potential conflict of interest with respect to any recommendation and related information and
opinions. The applicable Statutory Rules and Regulations may not allow the distribution of this document in certain jurisdictions, and
persons who are in possession of this document, should inform themselves about and follow, any such restrictions. This report is not
meant, 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 not be in conformation to the law,
regulation or which would require Axis Bank and affiliates/ group companies to obtain any registration or licensing requirements within
such jurisdiction. Neither Axis Bank nor any of its affiliates, group companies, directors, employees, agents or representatives shall be
held responsible, liable for any kind of consequential damages whether direct, indirect, special or consequential including but not
limited to lost revenue, lost profits, notional losses that may arise from or in connection with the use of the information. Prospective
investors and others are cautioned and should be alert that any forward-looking statements are not predictions and may be subject to
change without providing any notice. Past performance should not be considered as a reference to future performance. The disclosures
of interest statements if any included in this document are provided only to enhance the transparency and should not be construed as
confirmation of the views expressed in the report. The views expressed in this report reflect the personal views of the author of the
report and do not reflect the views of Axis Bank or any of its associate and group companies about the subject company or companies
and its or their securities.

Disclaimer for Singapore clients: This document is published by Axis Bank Limited, India (“Axis Bank”) and is distributed in Singapore
by Axis Bank. This document is not a research analysis or report concerning any investment product. This document does not provide
or purports to provide individually tailored investment advice, commentary or opinion. The contents in this document have been
prepared and are intended for general distribution strictly to accredited investor, expert investor or institutional investor. A recipient
of this document shall not provide or circulate this document to any other person. The contents in this document do not take into
account the specific investment objectives, financial situation, or particular needs of any particular person. The instruments and
product types mentioned in this document may not be suitable for all investors. You should independently evaluate particular
investments or product types and seek independent advice from a financial adviser regarding the suitability of such instruments or
product types, taking into account your specific investment objectives, financial situation and particular needs, before making a
commitment on any instruments or product types. This is because the appropriateness of a particular instrument or product type will
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Disclaimer for DIFC clients: Axis Bank Limited (DIFC branch) is duly licensed and regulated in the Dubai International Financial Centre
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