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RBI MIPC December 2024
maintains the status quo
amid growth optimism and
inflation risks
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RBI adopts a ‘cautious’ approach, awaits better growth-inflation visibility 360
The RBI injects Rs 1.16 tn of liquidity into the banking system through a 50 bps CRR cut to ease potential liquidity stress %

The RBI Monetary Policy Committee (MPC) maintains the policy repo rate at 6.5% and keeps the policy stance neutral with an unambiguous focus on a durable
alignment of inflation with the target

The Governor's post-policy statement conveys optimism regarding the recovery in economic growth, while highlighting concerns about high inflation

Governor acknowledges that near-term inflation and growth outcomes in India have turned somewhat adverse since the October policy

Governor mentions that as food price shocks wane, headline inflation is likely to ease and realign with the target, but it is necessary to monitor incoming data to
confirm the decline
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RBI revises CPIl forecasts upward in the December policy 36<z)
Inflation surged above the upper tolerance level in October propelled by a sharp pick-up in food inflation m
CPI Inflation Trajectory RBl inflation outlook:
8% % YoY The FY25 inflation forecast revised upward to

4.8% YoY from 4.5% in the previous policy

7% The recent spike in inflation highlights the
continuing risks of multiple and overlapping
shocks to the inflation outlook and

6% 5.7% expectations

Food inflation is likely to soften in Q4 with
seasonal easing of vegetables prices and

5% - o
o 4.6% kharif harvest arrivals
499 4.5%
4.0% Good soil moisture conditions along with
4% comfortable reservoir levels augurs well for

rabi production
—CPI

Adverse weather events and rise in
3% RBI Forecasts - October 2024 international agricultural commodity prices,
however, pose upside risks to food inflation
RBI Forecasts - December 2024
29 Businesses expect pressures from input costs

Dec-22 Jun-23 Dec-23 Jun-24 Dec-04 Jun-o5 to remain elevated and growth in selling prices
to accelerate from Q4

3 360 ONE Trends & Tides - RBI MPC December 2024 360 ONE Asset



asset

RBI lowers FY25 GDP forecast to 6.6% from 7.2% in the previous policy 360

Real GDP growth dropped to a seven-quarter low of 5.4% in the September 2024 quarter, well below the RBI's expectations

10% Real GDP Trajectory

% YoY
RBI growth outlook:

Economic activity is set to improve along with
rising business and consumer sentiments, as
8% reflected in the Reserve Bank’s surveys

Robust kharif foodgrain production and good
7.99 7.3% rabi prospects, coupled with an expected
48% 6.9% pickup in industrial activity and sustained
6% buoyancy in services augur well for private
consumption
5.4% Resilient world trade prospects should provide
support to external demand and exports

4% —GDP Headwinds from geo-political uncertainties,
volatility in international commodity prices,
RBI Forecasts - October 2024 and geo-economic fragmentation continue to
pose risks to the outlook
RBI Forecasts - December 2024
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RBI cuts Cash Reserve Ratio by 50 bps to ease potential liquidity stress 360

Durable liquidity has declined due to the RBI's FX intervention and an increase in currency in circulation |-|-|
9 Rs Tn Liquidity - Surplus(+)/Deficit(-)
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Note: Durable Liquidity = Banking System Liquidity + Government Balances with RBI + Excess CRR maintained
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Outlook: We expect RBI to initiate the rate cut cycle from Feb’25 362

The inflation outlook appears favorable, supported by healthy kharif production and promising prospects for the rabi season m

We expect inflation to durably align with the 4% target by H2FY26
As the Governor aptly noted, monetary policy is forward-looking; therefore, we assign a high probability to a rate cut in the February 2025 policy

Furthermore, as Q2 GDP numbers suggest, growth has slowed significantly and may require policy support
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Source: CMIE, 360 ONE Asset Research Note: 2024-25 Kharif production are first advance estimates

6 360 ONE Trends & Tides - RBI MPC December 2024 360 ONE Asset



asset

Disclaimer 36<z)
m

This document constitutes confidential and proprietary material and may not be reproduced or further distributed in part or full to any other person without the written
permission of 360 ONE AMC. This document is the property of 360 ONE AMC and must be returned to 360 ONE AMC or its affiliates upon request. This document is provided for
assistance only and is not intended to be used for taking investment decisions or otherwise. This document is not investment, legal, tax, or accounting advice. The recipients
should also inform themselves, and should take appropriate advice, on the legal requirements and shall not rely on this document for any subscription, purchase, holding,
exchange, redemption or disposal of any investments. The opinions expressed herein are the personal opinions of the author. Past Performance is not an indicator/guarantee of
future returns. Investment in securities are subject to market risk. Whilst every care has been taken in preparing this document, 360 ONE AMC and its affiliates and agents to the
fullest extent permitted by applicable law disclaim any liability or responsibility for any error or omission or inaccuracy or mistake of any nature or any consequences of the use
of the material/ information displayed on this document. Notwithstanding the aforesaid, nothing set out above shall exclude liability for any undertaking, representation, warranty
or other assurance made fraudulently. The information given in this document is not exhaustive and is subject to change without notice.
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