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RESERVE BANK OF INDIA’S MONETARY POLICY REVIEW

RBl lowers GDP forecast to 6.9%b from 7%o;
points to ‘weakening of demand conditions’

ra

ENS ECONOMIC BUREAU
MUMBAI, AUGUST 7

ACKNOWLEDGING THE slow-
down in the economy, the
Reserve Bank of India (RBI) has
slashed the real GDP growth for
2019-20 from 7 per cent pro-
jected in the June policy to 6.9
per cent. The growth is likely to
be in the range of 5.8-6.6 per cent
for the first half of 2019-20 and
7.3-7.5 per cent for the second
half of the year with risks some-
what tilted to the downside.

GDP growth for the first
quarter of 2020-21 is projected
at 74 per cent, the RBI said. The
base effects will turn favourable
in the second half of 2019-20.

“Various high frequency in-
dicators suggest weakening of
both domestic and external de-
mand conditions,” it said. The
Business Expectations Index of
the Reserve Bank’s industrial
outlook survey shows muted
expansion in demand condi-
tions in Q2, although a decline
in input costs augurs well for
growth.

In the RBI’s June resolution,
real GDP growth for 2019-20
was projected at 7.0 per cent —
in the range of 6.4-6.7 per cent
for the first half of 2019-20 and
7.2-7.5 per cent for H2 — with
risks evenly balanced. However,
many sectors like auto are now
facing a slowdown.

“The impact of monetary
policy easing since February
2019is also expected to support
economic activity, going for-
ward,” Das said.

SBI lowers
lending rates
by 15 bps
from Aug 10

ENS ECONOMIC BUREAU
NEW DELHI, AUGUST 7

STATE BANK of India (SBI), the
country’s largest lender, on
Wednesday announced a 15-ba-
sis-point (bps) cutinits marginal
cost of fund based lending rate
(MCLR)across all tenors soon af-
ter the Reserve Bank of India
(RBI) cut its repo rate by 35 basis
points (bps) on Wednesday.

With the fourth consecutive
rate cut by the bank in the cur-
rent fiscal year, the one year
MCLR would come down to 8.25
per cent per annum from 8.40
per cent per annum with effect
from August 10, 2019, while the
MCLR for three year would come
down to 8.45 per cent per an-
num, 8.35 per cent for two year,
8.10 per cent for six month, 7.95
per cent for three month and
7.90 per cent for one month and
overnight lending.

With this MCLR cut, home
loans would become cheaper by
35 bps since April 10,2019.Inad-
dition, SBI is offering a Repo
Linked Home Loan Product from
July 1, 2019.

With the recent cut in the
policy rate, SBI's effective Repo
Linked Lending Rate (RLLR) for
cash credit (CC) and overdraft
(OD) customers will stand re-
vised to 7.65 per cent effective
from. September 01, 2019. FE

Reserve Bank of India Governor Shaktikanta Das (centre) along with RBI Deputy Governors
in Mumbai on Wednesday. Prashant Nadkar

Last week, HDFC chairman
Deepak Parekh said there has
been adistinct slowdown in the
economy and the problem was
compounded by the tight lig-
uidity situation in the non-
banking finance companies and
housing finance companies and
the reluctance of banks to lend
funds. L&T chairman AM Naik
had said “we should feel ‘lucky’
evenif GDP clips at 6.5 per cent”.

On inflation, the central
bank projected the path of CPI
inflation at 3.1 per cent for Q2 of
2019-20and 3.5-3.7 per cent for
the second half of 2019-20, with
risks evenly balanced. In the
second bi-monthly monetary
policy resolution of June 2019,

CPI inflation was projected at
3.0-3.1 per cent for H1 of 2019-
20 and 3.4-3.7 per cent for H2
of 2019-20. “The actual head-
line inflation outcome for Q1 of
2019-20 at 3.1 per cent was in
alignment with these projec-
tions,” it said.

According to the RBI, the
baseline inflation trajectory for
the next four quarters will be
shaped by several factors. First,
the uptickin food inflation may
be sustained by price pressures
in vegetables and pulses as
more recent data suggest,
it said. It has projected CPI in-
flation for Q1 of 2020-21 at 3.6
per cent.

Uneven spatial and tempo-

ral distribution of monsoon
could exert some upward pres-
sure on food items, though this
risk is likely to be mitigated by
the recent catch up in rainfall.
Second, despite excess supply
conditions, crude oil prices may
likely remain volatile due to
geo-political tensions in the
Middle-East, it said.

Third, the outlook for CPl in-
flation excluding food and fuel
remains soft.

Manufacturing firms partic-
ipating in the industrial outlook
survey expect output prices to
ease in Q2. Fourth, one year
ahead, inflation expectations of
households polled by the
Reserve Bank have moderated.

... The RBl has
unveiled a host of
bazooka measures
to arrest therecent
growth pangs...”

RAJNISH KUMAR

CHAIRMAN, SBI

This (reporate cut)
would bring down
thelendingrate
offered by banks...
With improvement
in liquidity position
and reductionin
deposit rates offered
by banks, further
reductioninlending
rateis expected”

SUNILMEHTA
CHAIRMAN, INDIAN BANKS

ASSOCIATION

... extremely

encouraging move

and clearly

highlights the
intent of the central
bank toimpart
greater momentum
toIndia’s growth

trajectory”

SANDIP SOMANY

PRESIDENT, FICCI

540%

isthe currentreporate,
the rate at which the RBI
lends funds

5.15%

isreversereporate, the
rate at which RBI borrows
from banks

6.9%

GDP growth for 2019-20,
down from 7% projected
earlier

3.1%

inflation projected for
second quarter of
2019-20

110 bps

isthereductioninRepo
rate in calendar 2019 so far

Fourth rate cutin 2019

The RBI's MPC has cut repo rate for the fourth time in 2019 by 35 basis points
stating that “benign inflation outlook provides headroom for policy action”

MPCVOTED FOR CUT:
While MPC members Chetan
Ghate and Pami Dua voted for
25 bps cut, Ravindra
Dholakia, Michael Patra, BP
Kanungo and Shaktikanta
Das opted for 35 bps
reduction in repo rate and
retained accommodative
policy stance.

INFLATION OUTLOOK:
Uneven spatial and temporal
distribution of monsoon
could exert some upward
pressure on food items,
though this risk s likely to be
mitigated by the recent catch
up in rainfall. The outlook for
CPlinflation excluding food
and fuel remains soft.

RBIFOCUS: Addressing

REVISIONINPOLICY RATES

Bank

rate
April 5,2018 | 6.25
June6,2018 | 6.50
Aug1,2018 6.75
Oct5,2018 6.75
Dec5,2018 6.75
Feb7,2019 6.50
April4,2019 | 6.25
June6,2019 | 6.00
Aug7,2019 | 5.65

*Over six quarters

growth concerns by boosting
aggregate demand, especially
private investment, assumes

Repo Reverse| SLR
rate repo
6.00 5.75 19.50
6.25 6.00 19.50
6.50 6.25 19.50
6.50 6.25 19.50
6.50 6.25 18.00*
6.25 6.00 18.00*
6.00 5.75 18.00*
5.75 5.50 18.00*
5.40 5.15 18.00*
the highest priority while
remaining consistent with
the inflation mandate.

[IFL Wealth may buy L& T Financial arm

ENS ECONOMIC BUREAU
MUMBAI, AUGUST 7

[IFLWEALTH Management is in
talks to buy wealth manage-
ment arm of L&T Financial
Services as the latter is exiting
non-core businesses as part of a
business strategy, market
sources said.

I[IFL Wealth is one of the
fastest growing private wealth
management firms in India

L&T Financial did not comment on the
reported move. However, market sources said
the deal could be worth around Rs 250-300
crore. L&T Fin’s wealth management AUM is

around Rs 25,589 crore

with an asset under manage-
ment (AUM) of $24 billion
(around Rs 168,000 crore) as of
March 2019.
When

contacted, L&T

Oil slumps 4% to 7-month low
on trade tensions, US stock build

REUTERS
HOUSTON,AUGUST 7

OIL PRICES tumbled up to 5 per
cent on Wednesday to a fresh
seven-month low, extending re-
cent heavy losses following an un-
expected build in US crude stock-
piles and fears of lower crude
demand due to deepening US-
China trade tensions.

Brent crude futures were
down $2.52, or 4.3 per cent, at
$56.42 a barrel by 1657 GMT, set-
ting a seven-month low. Prices
have lost more than 20 per cent
since their 2019 peak in April.

US West Texas Intermediate
(WTI) crude futures were down
$2.36, or 4.4 per cent, at $51.25.

Oil extended losses after gov-

Brent crude futures
were down $2.52, or
4.3%,at$56.42 abarrel
by 1657 GMT, while US
WTI futures were down
$2.36,0r4.4%, at $51.25

ernment data showed US crude
stockpiles rose last week by 2.4
million barrels. Analysts had ex-
pected a decrease of 2.8 million
barrels. At 438.9 million barrels,
US crude oil inventories are about
2 per cent above the five-year av-
erage for this time of year.
Gasoline inventories rose by
4 4 million barrels, with US Gulf
Coast gasoline stocks hitting the
highest on record for this time of

Epaper..nelss. com

year, the US Energy Information
Administration (EIA)data showed.
After seven weeks of consecutive
crude drawdowns, “there was a
thought that today’s report would
turn oil’s fortunes around,” said
John Kilduff, partner at Again
Capital LLCin New York. “That sup-
port got taken out of the market.”
Brent has plunged more than
12 per cent after US President
Donald Trump said last week that
he would slap a 10 per cent tariff
on a further $300 billion in
Chinese imports from September
1. “The market continues to trade
lower on concerns about demand
growth and the idea that eco-
nomic growth canbe impacted by
the trade war,” said Gene
McGillian, vice president of mar-
ket research at Tradition Energy.

Financial did not comment on
the reported move. However,
market sources said the deal
could be worth around Rs 250-
300 crore. L&T Fin’s wealth

management AUM is around Rs
25,589 crore with over 9,000
customers. In October last
year, IIFL Wealth bought
Chennai-based Wealth
Advisors India for Rs 235 crore.
It also acquired Ashburton
India Equity Opportunities for
an undisclosed amount in
December 2017.

L&T Finance Holdings
shares declined 2.53 per cent to
Rs 96.20 on the BSE on
Wednesday.
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Banks’ exposure limits,

lending norms eased
for stressed NBFCs

ENS ECONOMIC BUREAU
MUMBAI, AUGUST 7

THE RESERVE Bank of India
(RBI) on Wednesday unveiled
more measures to enhance
credit flow to the cash-starved
non-banking financial compa-
nies (NBFC) sector.

The central bank has de-
cided toraise a bank’s exposure
limit to a single NBFC to 20 per
cent of Tier-I capital of the bank
as a step towards harmonisa-
tion of the counterparty expo-
sure limit to single non-bank-
ing financial company with
that of the general limit.

The limit was 15 per cent
earlier while other sectors en-
joyed the 20 per cent limit.
The hike will enable banks
to increase the credit flow to
big NBFCs.

In another measure, the
Reserve Bank has decided to al-
low bank lending to registered
non-banking financial compa-
nies (other than micro-finance
institutions) for on-lending to
agriculture (investment credit)
up to Rs 10 lakh, micro and
small enterprises up to Rs 20
lakh and housing up to Rs 20
lakh per borrower (up from Rs
10 lakh at present) to be classi-
fied as priority sector lending.

The Reserve Bank of India
has also reduced risk weight for
consumer credit (except credit
card receivables), including
personal loans, to 100 per cent
as against a risk weight of 125
per cent or higher, if warranted
by the external rating of the
counterparty.

Last year, Infrastructure
Leasing & Financial Services
Limited (IL&FS) defaulted on
repayment, sending the entire
financial sector into a turmoil.
Most of them suffered from as-
set-liability mismatches and
used short-term money for
long-term funding.

The Reserve Bank has al-

= Measures come at
= atimewhen NBFC
o lending is down

APART FROM lowering interest rates to spur credit
demand, the Reserve Bank of India has announced two
additional steps to improve bank lending to non-banking
financial companies (NBFCs).

The measures are pertinent at a time when lending
activity by many NBFCs have declined significantly,
resulting in demand slowdown for a range of items
including cars, tractors, white goods among others.

OTHER STEPS

24X7 NEFT TRANSFER:
The National Electronic
Funds Transfer (NEFT)
payment system which is
now available for bank
customers from8amto 7
pm on all working days of
the week (except 2nd and
4th Saturdays of the
month)will be available
on a 24x7 basis from
December 2019.

BILL PAYMENT SYSTEM
EXPANDED: In order to
leverage the advantages
of the Bharat Bill Payment
System (BBPS), the RBI
has decided to permitall
categories of billers
(except prepaid
recharges) who provide
for recurring bill
payments to participate
in BBPS on a voluntary
basis. BBPS, an
interoperable platform
for repetitive bill
payments, currently

covers five segments —
direct-to-home (DTH),
electricity, gas, telecom
and water bills.

ONTAP BILLPAYMENT:
In order to benefit from
diversification of risk as
also to encourage
innovation and
competition, the RBI has
decided to offer ‘on tap’
authorisation to entities
desirous to function,
operate or provide
platforms for Bharat Bill
Payment Operating Unit
(BBPOU), Trade
Receivables Discounting
System (TReDS) and White
Label ATMs (WLAs).

DIGITALFRAUD
REGISTRY: The RBI has
proposed to facilitate the
creation of a Central
Payment Fraud Registry
that will track digital
transaction frauds.

ready indicated that it would

review the regulatory frame-

work for the financial sector.
The government also an-

nounced temporary support
to NBFCs and housing finance
firms through public sector
banks (PSBs).

All-time high: Gold surges
1,113 to X37,920 per 10 gram

ENS ECONOMIC BUREAU
NEW DELHI, AUGUST 7

GOLD PRICES on Wednesday
surged Rs 1,113 to hit an all-time
high of Rs 37,920 per 10 gram in
Delhi on sustained buying from
jewellers amid strong trend
overseas. Globally, investors
rushed to safe havens, spooked
by a host of uncertainties includ-
ing US-China trade and a slow-
ing global economy.

Silver, in the national capital,
rose by Rs 650 to Rs 43,670 per
kg on increased offtake by indus-
trial units and coin makers. Gold
0f 99.9 per cent purity surged Rs
1,113 to Rs 37,920, while that of
99.5 per cent climbed Rs 1,115 to
Rs 37,750 per 10 gram on
Wednesday. Sovereign gold also
rose by Rs 200 to Rs 27,800 per
eight gram.

Analysts said the rise in local
demand, coupled with robust
global trend, mainly led to the
surge in gold prices.

“Bullion prices traded higher
with international spot gold
prices rallying on Wednesday.
Gold prices witnessed safe

Mumbai: The BSE Sensex
slumped 286 points on
Wednesday after the RBI
slashed the benchmark
lending rate but also low-
ered the growth estimate for
the current financial year,
underscoring risks to eco-
nomic revival amid multiple
headwinds.

After swinging 494

Markets slump on cut in
growth forecast by RBI

points in choppy trade, the
30-share index settled
286.35 points or 0.77 per
cent lower at 36,690.50.

The broader NSE Nifty
also fell 92.75 points or 0.85
per cent to 10,855.50.
Meanwhile, the rupee
dropped 8 paise to finish at
70.89 against the US dollar
on Wednesday. PTI

haven buying due to global eco-
nomic uncertainty on trade war
escalation and weak investment
sentiment,” HDFC Securities
senior analyst (commodities)
Tapan Patel was quoted by PTI as
saying said.

“The trade war intensified
with the United States labelling
China as currency manipulator,
while China ordered to sus-
pend all agriculture import
from US,” he said.

The worsening Sino-US
trade talks may lead to further

rate cuts from US Federal
Reserve to support lingering
economy, he added.

Globally, gold soared more
than 2 per cent on Wednesday
to breach the $1,500 ceiling
for the first time in over six
years. Spot gold gained
1.6 per cent at $1,497.69 per
ounce at 1419 GMT, having
touched $1,509.80, its highest
since April 2013. US gold futures
climbed 1.7 per cent to
$1,509.60, according to a Reuters
report. WITH AGENCIES

Alcohol test for airside ground personnel, ATCs soon

PRANAV MUKUL
NEW DELHI,AUGUST 7

IN ADDITION to cockpit and cabin
crew undergoing breath analyser
tests tocheck the level of alcohol in
their blood, airside ground per-
sonnel and air traffic controllers
(ATCs) in India will also have to
undergo the test soon, as per a
new civil aviation requirement
proposed by the Directorate
General of Civil Aviation (DGCA).

The personnel, which the draft
regulation proposes to cover, will
include air traffic controllers, flight
dispatchers, aircraft maintenance
personnel, aerodrome operation
personnel, fire and rescue person-
nel, vehicle drivers, ground equip-
ment operators and ground han-
dling staff.

“There are people working
with sensitive parts of aircraft,

NEW CIVIL AVIATION REQUIREMENT PROPOSED BY DGCA

M The personnel, which the
draft Directorate General of
Civil Aviation regulation
proposes to cover, will
include air traffic controllers,
flight dispatchers, aircraft
maintenance personnel,
aerodrome operation
personnel, fire and rescue

personnel, vehicle drivers,
ground equipment
operators and ground
handling staff

B The proposed rules also
follow those laid down for
pilots and cabin crew when
violations are found

driving buses close to planes,
managing air traffic — which if
function after consuming alco-
hol can prove to be a threat to
the safety of passengers and
others working at an airport,” a
senior DGCA official said, ex-
plaining the rationale behind
the proposed norms.

While the draft regulations
stipulate that all such personnel

undergo the alcohol test prior to
reporting for duty, it also noted
that the organisations engaged in
the provision of air navigation
services, aerodrome manage-
ment, aircraft maintenance and
repair, shall ensure thatatleast 10
per cent individuals employed in
their respective organisations as
engaged in such functions are ran-
domly subjected to breath-

analyser examination on a daily
basis. “There have been many
cases where ground personnel,
maintenance staff and those in-
volved in safety sensitive func-
tions have been found tobe under
the influence of alcohol butlack of
regulations around this meant
they could not be apprehended,”
the DGCA official said.

The proposed rules also follow
those laid down for pilots and
cabin crew when violations are
found. In the case of a first viola-
tion, the licence of the concerned
personnel will be suspended for
three months. Inthe case of a sec-
ond violation, the suspension will
be for one year and for the third
violation it will be for three years.
Ifafourthviolation happens, then
the licence shall be cancelled per-
manently.

Itisalso proposed to mandate
the organisations to maintain the

relevant breath analyser result
records of their personnel for at
leasta year.

Internationally, rules laid
down by the global aviation reg-
ulator ICAO states that holders of
licences “shall not exercise the
privileges of their licences and re-
lated ratings while under the in-
fluence of any psychoactive sub-
stance which might render them
unable to safely and properly ex-
ercise these privileges”. The US
Federal Aviation Administration
and the UK Civil Aviation
Authority have also developed
and published their policy for de-
tection of consumption of psy-
choactive substance includingal-
cohol by personnel engaged in
safety sensitive functions.

The aviation safety regulator
has sought comments from stake-
holders on the proposed rules by
September 5.



