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MPC keeps the Repo Rate unchanged; Retained the Neutral Stance 

June 05, 2026 ECONOMIC UPDATE 

RBI’s Monetary Policy Committee (MPC) met from 03rd -05th June, 2026 to announce the second bi-monthly policy of FY27 
amidst the geopolitical tensions and weakening rupee alongwith tackling issues of inflation, interest rates and economic 
growth. The committee unanimously decided to keep the repo rate unchanged at 5.25%, and has maintained the Neutral 
stance.  
 

RBI keeps repo rate unchanged at 5.25% and maintained the stance at Neutral; reverse repo rate remains unchanged at 
3.35%.  
 

Highlights of Monetary Policy: 

• Repo Rate: 5.25% (5.25% in April 2026) 

• Reverse Repo Rate: 3.35% (3.35% in April 2026) 

• Standing Deposit Facility: stands unchanged at 5.0% 

• Bank Rate: 5.50% (5.50% in April 2026) 

• MSF: 5.50% (5.50% in April 2026) 

• GDP Projection: Real GDP growth for FY27 is lowered at 6.6% as against 6.9%. Q1FY27 at 6.6%, Q2FY27 at 6.3%, 
Q3FY27 at 6.5% and Q4FY27 at 6.8% 

• CPI Inflation: CPI forecast for FY27 is raised to 5.1% as against 4.6%. Q1FY27 at 4.2%, Q2FY27 at 5.1%, Q3FY27 at 5.9% 
and Q4FY27 at 5.4% 

 

Some Highlights: 

• CPI inflation remains below the target despite global shock as the passthrough to domestic prices has been limited. 
While the baseline projections point towards headline inflation firming up towards the upper tolerance level in 
Q3FY27, the impact of the supply shock is expected to wane Q4 onwards. The underlying inflation pressures continue 
to remain benign at this juncture. The outlook also remains unclear due to the subnormal south-west monsoon             
forecast and El Niño risks 

• On the demand side, private consumption, aided by discretionary spending, has remained resilient so far. Fixed                 
investment has also maintained its momentum despite cost pressures. Merchandise exports recorded strong growth 
in April 2026, notwithstanding elevated freight and insurance costs. Services exports are also holding up well,                     
reflecting sustained demand despite concerns about AI. Overall, the economic situation has broadly exhibited                         
resilience, although the impact of cost pressures is becoming visible 

• International crude oil prices (Indian basket) have averaged around USD110/barrel during Apr-May’26 and indications 
are that average oil prices for 2026-27 would be substantially higher than what were assumed during the last policy 
statement. Higher energy prices and an increase in several input prices also led to a sharp spike in WPI inflation in 
April 2026 

• System liquidity, as measured by the net position under the LAF, stood at an average daily surplus of Rs2.63lk-cr since 
the last MPC meeting in Apr’26. As per the latest available data, credit from all sources grew by 15.4% (on a y-o-y  
basis) in 2025-26 as compared to 12.1% a year ago. Bank credit growth continued to remain robust and broad-based 
as market-based funding became costlier 

• On the external financing front, the gross FDI and higher net FDI in 2025-26 underscore the continued interest of       
global investors in India. The FDI flows have also been encouraging in Apr’26. During 2026-27 so far (till 02nd June), 
net FPI to India, however, witnessed outflows of USD13.7bn primarily in the equity segment 

 
Other Measures Announced: 
(1) Fully Accessible Route (FAR): the RBI is expanding the universe of specified securities by including all new issuances of 

15, 30 and 40 year tenor g-secs. In addition, limits pertaining to short-term investment, concentration and individual 
securities on FPI investment under the general route are being removed. These measures along with the tax benefits 
provided by the government should help attract foreign capital for government borrowing 

(2) Investment limits by NRIs and OCIs: the investment limits by NRIs and OCIs in equity instruments traded on the stock 
market without SEBI registration are being increased. Further, the same facility is being extended to all individual     
Persons Resident Outside India (PROIs) at par with NRIs and OCIs 

(3) Forex Swap: a facility of concessional forex swap will be provided till 30th Sept’26 to incentivize ECBs by PSUs 
(4) Hedging Cost: a facility for bearing the full hedging cost shall be provided till 30th Sept’26 to AD banks for raising fresh 

3-5 year FCNR (B) deposits 
(5) Timeline: proposed to restore the time for realisation of export proceeds to 9 months  
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Our View:  
The MPC has unanimously voted to keep the benchmark repo rate unchanged at 5.25% and maintained a Neutral stance; 
which is largely in-line with the market expectations. The cautious move was widely expected amid the Iran war-related               
energy supply disruptions and the falling rupee. All of the measures like the tax relief for foreign investors, well cover the 
need to help currency and help capital flows; decisive measures in the right direction. The Governor has indicated that while 
inflation is expected to rise, underlying inflation pressures remain benign. Inflation projections for the year have been               
increased to 5.1% from 4.6% earlier. The outlook also remains clouded by the subnormal south-west monsoon forecast and 
El Niño risks. The growth projections for FY27 have also been lowered to 6.6% from the earlier 6.9%. Overall, sustained              
momentum in services, continuing impact of GST rationalization, and broadly stable employment conditions should continue 
to support the urban consumption, even though rising inflation could be a drag on the purchasing power of households. The 
Governor concluded with assurance to preserve the market conditions. To conclude, although the global economic                  
conditions and sentiments continue to be frayed without any meaningful resolution to the West Asia conflict, these have 
adversely impacted the domestic growth inflation outlook; but so far, the economy holds relatively strong with a cautious 
outlook.  
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FINAL VERDICT 

REPO REVERSE CURRENT STANCE MPC Meetings 

5.25% 3.35% 
Retained the Neutral Stance 

June 2026 

5.25% 3.35% April 2026 
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