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SHIFT TO ACCOMMODATIVE STANCE IN TIMES OF UNCERTAINTY
Repo Rate 6.00%

Quick View — MPC unanimously decided for a 25-bps rate cut — repo rate SDF Rate 5.75%
adjusted to 6 pc and stance changed to accommodative from neutral.

Bank Rate 6.25%
Dolat View — The policy announcements were largely on expected lines. As CRR 4.00%
the dynamics of inflation have improved with food prices cooling off, the MPC SLR 18.00%
could focus on reviving domestic growth as tariff uncertainty deters private USDINR 85.91
investment and impacts growth in exports. We think the coordinated form of
stimulus through fiscal (i.e. tax cuts in Budget 2025) and monetary measures
(regulatory easing, liquidity measures and rate cuts) along with moderation
in headline inflation would help to revive the consumption cycle which may
eventually kick start a broad-based private capex cycle (with some time
lags). Attaining macro stability at a time of uncertainty may provide the much-
needed certainty to investors which could drive capital flows to India and help
in currency stabilization.
Is this the only one or are there odds for more?
As Governor stated, the stance of policy signals the intended direction of
policy rates going forward. In the absence of any shocks, MPC is considering
either status quo or rate cuts. We expect cumulative 100 bps of rate cuts (out
of which 50 bps is already done) in the ongoing easing cycle. If economic
situation demands and in absence of any food price shocks due to weather
related changes, we could expect furthermore easing from MPC. Risks to
aggressive easing are currency devaluation, interest rate differentials
between India and US and higher food prices.
In a time when the world order is changing fast and uncertainty prevails, all eyes
were on MPC's decision on rates and liquidity stance and comments from RBI
Governor on the evolving macroeconomic landscape. The recent tariff hikes by US
and the retaliation from other major economies could directly impact global trade
(WTO estimates overall contraction of 1 pc in global merchandize trade volume this
year) and also have a second and third order impact in terms of slowdown in global
growth, inflationary pressures, and a hit to business and consumer sentiment.
India's economy also faces the risk of growth slowdown (led by slowdown in exports,
private investments), capital outflows (arising from risk off scenario) and currency
devaluation. In this backdrop, MPC unanimously decided to cut rates for the second
time in a row by 25 bps i.e. the repo rate adjusted to 6 pc from 6.25 pc and majority
of the members decided to change the policy stance to accommodative from neutral.
Governor Malhotra highlighted that the global economic outlook is fast changing,
and the recent trade tariff related measures have exacerbated uncertainties
clouding the growth outlook across regions. On domestic growth outlook, Governor
stated that agricultural prospects appear bright, industrial activity continues to Nishant Gupta
recover, and services sector is expected to be resilient. Albeit uncertainties around Director Research
tariffs on global trade could pose downward risks. On the inflation side, Governor +9122 61764835

acknowledged the seasonal and broad based correction in vegetable prices which nishanig@dolatcapital.com

has led to significant moderation in food prices to a 21 month low print. Moreover,
uncertainties on Rabi crops have abated considerably and second advance
estimates point to a record production of wheat and higher production of pulses over
last year. Further, correction in crude oil prices augurs well for inflation outlook.
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IN LIEU OF UNCERTAINTY, GROWTH AND INFLATION ESTIMATES
MODERATED

Headline CPI and GDP for FY26 are projected lower at 4.0 pc (vs. 4.2 pc) and 6.5 pc
(vs. 6.7 pc) respectively. There were quarterly revisions announced on the inflation
side - Q1FY26 estimate at 3.6 pc (vs. 4.5 pc), Q2 at 3.9 pc (vs. 4.0 pc), Q3 unchanged
at 3.8 pc and Q4 at 4.4 pc (vs. 4.2 pc). Additionally, there were quarterly revisions
announced on the growth side - Q1FY26 estimate at 6.5 pc (vs. 6.7 pc), Q2 at 6.7 pc
(vs. 7.0 pc), Q3 at 6.6 pc (vs. 6.5 pc) and Q4 at 6.3 pc (vs. 6.5 pc). As per the
Monetary policy Report for Apr'25, headline inflation for FY27 is estimated at an
average of 4.3 pc and real GDP for FY27 is estimated at 6.7 pc with an assumption
of normal monsoon and no exogenous shocks.

LIQUIDITY TO REMAIN IN SURPLUS

Average system liquidity has stayed in a deficit of Rs 1.7 lac cr. from 16th Dec'24 to
28th Mar'25 and turned into surplus of Rs 1.2 lac cr. by end of Mar'25. RBI has
injected Rs 6.9 lac cr. of durable liquidity via OMOs, FX swaps and long term VRRs
in Q4FY25. Despite surplus liquidity, the RBI announced another Rs 80k cr. worth of
OMOs at the start of the current month. The past rate cutting cycle suggests that
banking liquidity remained in surplus of more than Rs 2 lac cr., which gives us a
sense that RBI may prefer liquidity surplus of this magnitude to improve rate
transmission. Moreover, additional surplus liquidity could offset some impact which
may arise from the maturity of net short forward book of RBI (around ~$77bn as of
Jan 2025 with ~$31bn set to mature within 3-12 months).

DOLAT VIEW-RATE CUTTING CYCLE TO CONTINUE

MPC's decision was in line with our expectation. As the dynamics of inflation have
improved with food prices cooling off, the MPC could focus on reviving domestic
growth as tariff uncertainty deters private investment and impacts growth in exports.
Furthermore, in lieu of high China tariffs imposed by US, there is a threat of dumping
of excess capacities by China to the ROW as their access to Western markets gets
limited, thereby leading to deflationary pressures on commaodity prices - a positive
construct from core inflation perspective.

We reiterate that the coordinated form of stimulus through fiscal (i.e. tax cuts in
Budget 2025) and monetary measures along with moderation in headline inflation
would help to revive the consumption cycle which may eventually kick start a broad-
based private capex cycle (with some time lags). Attaining macro stability at a time
of uncertainty may provide the much-needed certainty to investors which could drive
capital flows to India and help in currency stabilization.

Going forward, if Trump's tariff policies lead to recessionary fears in the US economy,
there would be a clamor for front loading of rate cuts by global central banks. To
avoid volatility in external financial conditions and as the tariff situation remains fluid
and outcomes uncertain, we expect the MPC to avoid any kneejerk reaction (i.e.
aggressive rate cuts) and announce another rate cut of 25 bps in the next policy
meeting. As RBI's estimates headline inflation at 4 pc in FY26 and neutral rate range
between 140 bps and 190 bps, we expect cumulative 100 bps of rate cuts (out of
which 50 bps is already done) in the ongoing easing cycle. If the economic situation
demands and in absence of any food price shocks due to weather-related changes,
we could expect more policy easing from the MPC. Risks to aggressive easing are
currency devaluation, interest rate differentials between India and US and higher food
prices.
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Exhibit 1: Share of exports as % of GDP has seen a steady rise during the post
pandemic era
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Exhibit 2: India's share of exports is higher vs. pre pandemic avg
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Exhibit 3: Spread between US and India 10-year Bond yields
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Exhibit 4. Moderation in Credit and Deposit Growth
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Exhibit 5: Key food items withessing price moderation
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Exhibit 7: Quarterly Projection of CPI Inflation
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Exhibit 6: Quarterly Projection of Real GDP Growth

Source: IndiaDataHub, Dolat Capital
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Exhibit 8: RBI's net forward position around $77bn in Jan'25

100 -
80 -
60 -
40 -
20 -
O 4
(20) ~
(40) 1
(60) -
(80) -
(200) -
— — — — — — N N N N N N ™ ™ ™ ™ ™ ™ < < < < < < Lo
g g g g g g g g ¢ q g g g q@ ¢ g ¢ g ¢ g ¢ o
c 5 25 9 2 £ 5 > 35 2 2 £ ¥ =235 9 2 £ 5 x> 35 2 2z <
s2§£35 3285283328528 3282£34825
m QOutstanding Net Forward Positions in USD bn
Source: RBI, Dolat Capital
Exhibit 9: Maturity Breakdown for Forward Contract
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Exhibit 10: Overall liguidity measures by RBI
Category Description Auction Date Amount (in INR lac cr.)
OMO Jan'25 0.6
Feb'25 0.8
Mar'25 15
USDINR Swap 6 months 31st Jan 2025 04
3-year tenure 28th Feb 2025 0.9
3-year tenure 24th Mar 2025 0.9
Long term VRR auction 56-day tenure 7th Feb 2025 0.5
49-day tenure 14th Feb 2025 0.8
45-day tenure 21st Feb 2025 0.6
Total 6.9

Source: RBI, Dolat Capital
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Exhibit 11: Outstanding Liquidity infused by RBI (in INR bn)
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Dolat Rating Matrix
Total Return Expectation (12 Months)

Buy > 20%

Accumulate 10 to 20%

Reduce 0to 10%

Sell < 0%

Dolat Team
Purvag Shah Managing Director purvag@dolatcapital.com +9122 4096 9747
Amit Khurana, CFA Head of Equities amit@dolatcapital.com +9122 4096 9745
CONTACT DETAILS

Equity Sales Designation E-mail Direct Lines
Dinesh Bajaj Director - Equity Sales dineshb@dolatcapital.com +9122 4096 9709
Kapil Yadav Director - Equity Sales & Corporate Access kapil@dolatcapital.com +9122 4096 9735
Jubbin Shah Director - Equity Sales jubbins@dolatcapital.com +9122 4096 9779
Pratik Shroff AVP - Equity Sales pratiks@dolatcapital.com +9122 4096 9621
Rajeev Lala AVP - Equity Sales rajeevi@dolatcapital.com +9122 4096 9767
Equity Trading Designation E-mail
P. Sridhar Director and Head of Sales Trading sridhar@dolatcapital.com +9122 4096 9728
Chandrakant Ware Director - Sales Trader chandrakant@dolatcapital.com +9122 4096 9707
Shirish Thakkar Director - Sales Trading shirisht@dolatcapital.com +9122 4096 9702
Kartik Mehta Director - Sales Trading kartikm@dolatcapital.com +9122 4096 9715
Bhavin Mehta Director Research - Derivatives Strategist bhavinm@dolatcapital.com +9122 4096 9705

Dolat Capital Market Private Limited.
Naman Midtown, A-1203, 12th Floor, Senapati Bapat Marg, Prabhadevi, Mumbai 400013



DOLAT CAPITALY

Analyst(s) Certification

The research analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is, or will be directly or indirectly related to
the specific recommendations or views expressed in this research report.

I. Analyst(s) and Associate (S) holding in the Stock(s): (Nil)

II. Disclaimer:

This research report has been prepared by Dolat Capital Market Private Limited. to provide information about the company(ies) and sector(s), if any, covered in the report and may
be distributed by it and/or its affiliated company(ies) solely for the purpose of information of the select recipient of this report. This report and/or any part thereof, may not be duplicated
in any form and/or reproduced or redistributed without the prior written consent of Dolat Capital Market Private Limited. This report has been prepared independent of the companies
covered herein. Dolat Capital Market Private Limited. and its affiliated companies are part of a multi-service, integrated investment banking, brokerage and financing group. Dolat
Capital Market Private Limited. and/or its affiliated company(ies) might have provided or may provide services in respect of managing offerings of securities, corporate finance,
investment banking, mergers & acquisitions, financing or any other advisory services to the company(ies) covered herein. Dolat Capital Market Private Limited. and/or its affiliated
company(ies) might have received or may receive compensation from the company(ies) mentioned in this report for rendering any of the above services. Research analysts and
sales persons of Dolat Capital Market Private Limited. may provide important inputs to its affiliated company(ies) associated with it. While reasonable care has been taken in the
preparation of this report, it does not purport to be a complete description of the securities, markets or developments referred to herein, and Dolat Capital Market Private Limited.
does not warrant its accuracy or completeness. Dolat Capital Market Private Limited. may not be in any way responsible for any loss or damage that may arise to any person from
any inadvertent error in the information contained in this report. This report is provided for information only and is not an investment advice and must not alone be taken as the basis
for an investment decision. The investment discussed or views expressed herein may not be suitable for all investors. The user assumes the entire risk of any use made of this
information. The information contained herein may be changed without notice and Dolat Capital Market Private Limited. reserves the right to make modifications and alterations to
this statement as they may deem fit from time to time. Dolat Capital Market Private Limited. and its affiliated company(ies), their directors and employees may; (a) from time to time,
have a long or short position in, and buy or sell the securities of the 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 company(ies) discussed herein or act as an advisor or lender/borrower to such
company(ies) or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions. This report is neither an offer nor
solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction. This report is not 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 be contrary to law, regulation or which would subject Dolat Capital Market Private Limited. and/or its affiliated company(ies) to any registration or licensing requirement within
such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to a certain category of investors. Persons in whose possession this report
may come, are required to inform themselves of and to observe such restrictions.

For U.S. persons only: This research report is a product of Dolat Capital Market Private Limited, under Marco Polo Securities 15a-6 chaperone service, which is the employer of
the research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States (U.S.) and are not
associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the
regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or regulations regarding, among other things, communications with a subject company,
public appearances and trading securities held by a research analyst account.

Research reports are intended for distribution only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange
Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a-6(a)(2). If the recipient of this report is not a Major Institutional Investor
as specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any
U.S. person, which is not the Major Institutional Investor. In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by
the SEC in order to conduct certain business with Major Institutional Investors, Dolat Capital Market Private Limited has entered into a chaperoning agreement with a U.S. registered
broker-dealer, Marco Polo Securities Inc. ("Marco Polo"). Transactions in securities discussed in this research report should be affected through Marco Polo or another U.S. registered
broker dealer.

DOLAT C/\PIT/\L"!

IN-DEPTH-PRECISE-ACTIONABLE

Dolat Capital Market Private Limited.

Corporate Identity Number: U65990GJ993PTC116741
Member: BSE Limited and National Stock Exchange of India Limited.
SEBI Registration No: BSE - INZ000274132, NSE - INZ000274132, Research: INH000014012
Regd. office: 1401-1409, Dalal Street Commercial, Block 53 (Bldg. No.53E) Zone-5, Road-5E, Gift City, Sector 9, Gandhinagar-382355 Gujarat, India.
Board: +9122 40969700 | Fax: +9122 22651278 | Email: research@dolatcapital.com | www.dolatresearch.com

Our Research reports are also available on Reuters, Thomson Publishers, DowJones and Bloomberg (DCML <GO>)



