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Aui 05, 2026 ECONOMIC UPDATE

Monetary Policy-August 2026

MPC keeps the Repo Rate unchanged; Retained the Neutral Stance

RBI’s Monetary Policy Committee (MPC) met from 03rd -05th August, 2026 to announce the third bi-monthly policy of FY27
amid global uncertainty and volatility linked to the continuing conflict in West Asia. 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 June 2026)

. Reverse Repo Rate: 3.35% (3.35% in June 2026)

. Standing Deposit Facility: stands unchanged at 5.0%

. Bank Rate: 5.50% (5.50% in June 2026)

. MSF: 5.50% (5.50% in June 2026)

° GDP Projection: Real GDP growth for FY27 is projected at 6.7%. Q1FY27 at 6.6%, Q2FY27 at 6.3%, Q3FY27 at 6.5% and
Q4FY27 at 6.8%

° CPI Inflation: CPI forecast for FY27 is projected at 5%. Q1FY27 at 5.3%, Q2FY27 at 4.7%, Q3FY27 at 5.9% and Q4FY27
at 5.5%

Some Highlights:

. The Indian economy has remained resilient amidst persisting global headwinds. High frequency indicators available so
far point towards steady domestic demand in Q1FY27. Private consumption remained robust and investment
continues to be resilient, as suggested by various indicators related to construction, capital goods and bank credit.
External demand also sustained, as healthy expansion in services exports was complemented by a rebound in
merchandise exports

. The headline CPI inflation edged up above the target, as expected. The realised inflation for Q1, however, remained
marginally lower than projections reflecting limited pass-through of cost pressures. The higher inflation is mostly on
account of fuel and food with little signs of generalisation of price pressures so far. The core inflation excluding
precious metals continues to be benign. As projected earlier, headline inflation is expected to rise further in the near
term and peak in Q3FY27 primarily due to food and fuel, before moderating thereafter

. Energy prices and supply chain pressures remain elevated and uncertain. The adverse impact is being contained with
various supply side measures. Even though the situation is still evolving, deficient and uneven south-west monsoon
amidst El Nifio conditions poses some risks to agriculture sector’s outlook and rural demand. On the demand-side,
impact of weak monsoon on rural consumption may be partly offset by supportive allied sector activities and various
government schemes

. System liquidity, as measured by the net position under the LAF, stood at an average daily surplus of Rsllk-cr since the
last MPC meeting in June 2026. Going ahead, the usual return of currency during the monsoon season, drawdown of
government cash balances and special measures to attract capital inflows are expected to aid banking system liquidity
in the near-term

. The system-level financial parameters related to capital adequacy, liquidity, asset quality and profitability of SCBs
continue to remain healthy, although there is some moderation in NIM as compared to last year
° During April-May this year, the current account recorded a surplus of USD2.8bn primarily led by robust surplus in

services trade and strong remittance receipts. In Q1FY27, India’s merchandise trade deficit widened to USD86.6bn
from USD68.7bn in Q1FY26 mainly driven by imports of crude oil, electronic goods and gold

o On the external financing front, gross FDI inflows were buoyant at USD30.7bn during April-June 2026, higher than
USD26.7bn a year ago

Other Measures Announced:

(1) Statement on Developmental and Regulatory Policies:

. Draft guidelines for licensing of UCBs: A discussion paper on Licensing of UCBs was published for stakeholder
feedback on 13th January, 2026 following a two decade pause on issuance of fresh licenses. On an analysis of the
feedback, it has been decided to resume licensing of UCBs on ‘on tap’ basis
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Other Measures Announced (contd.):

(1) Statement on Developmental and Regulatory Policies:

. Review of guidelines on concentration risk management-Rural Cooperative Banks (RCBs): As the banking sector in
general, and co-operative banking sector in particular, have undergone significant expansion and changes since then,
it has been decided to review these instructions, keeping in view the objectives of developing a vibrant co-operative
sector while addressing the prudential concerns arising from concentrated lending

. Review of guidelines on interest rates on advances: The Reserve Bank proposes to rationalise the regulatory
framework on interest rates for all Regulated Entities (REs) on a principle-based basis. The proposed rationalisation
aims to (i) harmonise the guidelines across REs while maintaining proportionality; (ii) address certain operational
aspects of the current framework on MCLR and EBLR and (iii) standardise certain divergent market practices
concerning interest charging, including day count convention and benchmark reset dates
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Our View:

In the midst of global uncertainties and inflationary pressures remaining elevated, most economists expected the
six-member rate-setting panel to maintain a cautious stance despite the resilience shown by the Indian economy. The MPC
outcome was on expected lines with rates kept unchanged and stance remaining Neutral. The decision underscores the
Central Bank's balanced approach of supporting economic growth while remaining watchful of the evolving global and
domestic risks. Global growth is expected to slow, while inflation is projected to remain elevated in 2026, and uncertainty
has increased as some Central Banks have tightened monetary policy while others have remained cautious. Crude oil prices,
currencies and financial markets, continue to fluctuate with developments in the conflict. Encouraging was seeing the raised
GDP growth from 6.6% to 6.7% for FY27. The RBI said headline inflation is expected to rise further in the near term and peak
in the third quarter of FY27, before moderating later in the financial year. CPI inflation is chalked at 5% for FY27. The
domestic activities have remained resilient, but concerns over monsoons and West Asia uncertainty were highlighted in the
speech; building cautious view with a hazy outlook. Overall, while as an economy we have been strong and better than most
of the other economies in terms of consistency; vigilance and cautious approach towards growth needs to be maintained
going forward.

FINAL VERDICT

MPC Meetings REPO REVERSE CURRENT STANCE
August 2026 5.25% 3.35%

Retained the Neutral Stance
June 2026 5.25% 3.35%
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DISCLAIMERS AND DISCLOSURES-

Progressive Share Brokers Pvt. Ltd. and its affiliates are a full-service, brokerage and financing group. Progressive Share Brokers Pvt. Ltd. (PSBPL) along with its affiliates are participants in
virtually all securities trading markets in India. PSBPL started its operation on the National Stock Exchange (NSE) in 1996. PSBPL is a corporate trading member of Bombay Stock Exchange
Limited (BSE), National Stock Exchange of India Limited (NSE) for its stock broking services and is Depository Participant with Central Depository Services Limited (CDSL) and is a member of
Association of Mutual Funds of India (AMFI) for distribution of financial products.

PSBPL is SEBI registered Research Analyst under SEBI (Research Analysts) Regulations, 2014 with SEBI Registration No. INHO00000859/Research Analyst BSE Enlistment No. 5049. PSBPL hereby
declares that it has not defaulted with any stock exchange nor its activities were suspended by any stock exchange with whom it is registered in last five years. PSBPL has not been debarred
from doing business by any Stock Exchange / SEBI or any other authorities; nor has its certificate of registration been cancelled by SEBI at any point of time.

PSBPL offers research services to clients as well as prospects. The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about
the subject company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views
expressed in this report.

Other disclosures by Progressive Share Brokers Pvt. Ltd. (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 2014 with reference to the subject company (s)
covered in this report-:

- PSBPL or its associates financial interest in the subject company: NO
- Research Analyst (s) or his/her relative's financial interest in the subject company: NO

- PSBPL or its associates and Research Analyst or his/her relative's does not have any material conflict of interest in the subject company. The research Analyst or research entity (PSBPL) has
not been engaged in market making activity for the subject company.

- PSBPL or its associates actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of Research
Report: NO

- Research Analyst or his/her relatives have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication
of Research Report: NO

- PSBPL or its associates may have received any compensation including for brokerage services from the subject company in the past 12 months. PSBPL or its associates may have received
compensation for products or services other than brokerage services from the subject company in the past 12 months. PSBPL or its associates have not received any compensation or other
benefits from the Subject Company or third party in connection with the research report. Subject Company may have been client of PSBPL or its associates during twelve months preceding the
date of distribution of the research report and PSBPL may have co-managed public offering of securities for the subject company in the past twelve months.

- The research analyst has served as officer, director or employee of the subject company: NO
- Registration granted by SEBI and certification from NISM is in no way guarantee performance of the intermediary or provide any assurance of returns to investors

PSBPL and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of this material. Our sales people, traders, and other
professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed herein, and our proprietary
trading and investing businesses (if any) may make investment decisions that may be inconsistent with the recommendations expressed herein. In reviewing these materials, you should be
aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest including but not limited to those stated herein. Additionally, other important
information regarding our relationships with the company or companies that are the subject of this material is provided herein. This report is not directed to, 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 or regulation or which would subject PSBPL or its group companies to any registration or licensing requirement within such jurisdiction. If this document is sent or has reached any
individual in such country, especially, USA, the same may be ignored. Unless otherwise stated, this message should not be construed as official confirmation of any transaction. None of the
material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of PSBPL. All
trademarks, service marks and logos used in this report are trademarks or registered trademarks of PSBPL or its Group Companies. The information contained herein is not intended for
publication or distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this communication is prohibited unless otherwise
expressly authorized. Please ensure that you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities and Exchange Board of India before
investing in Indian Securities Market. In so far as this report includes current or historic information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Terms & Conditions:

This report has been prepared by PSBPL and is meant for sole use by the recipient and not for circulation. The report and information contained herein is strictly confidential and may not be
altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of PSBPL. The report
is based on the facts, figures and information that are considered true, correct, reliable and accurate. The information is obtained from publicly available media or other sources believed to be
reliable. Such information has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy, completeness or correctness. All
such information and opinions are subject to change without notice. The report is prepared solely for informational purpose and its at discretion of the clients to buy or sell or subscribe for
securities or other financial instruments for the clients. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. PSBPL will not
treat recipients as customers by virtue of their receiving this report.

Registered Office Address: Compliance Officer:

Progressive Share Brokers Pvt. Ltd, Ms. Mamatha Poojari,
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