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• Repo rate slashed by 75 bps to 4.4% and reverse repo rate by 90 bps to 4%

• In order to infuse liquidity into the system, RBI to conduct long term repo auctions amounting to 
Rs1 trillion and the said amount has to be invested by the banks into investment grade corporate 

bonds, commercial paper and non-convertible debentures over and above the outstanding level of their 

investments. The said investments can be included in the HTM category 

• Reduction in the CRR by 100 bps to 3% of NDTL – This reduction will infuse Rs1.37 trillion of primary 

liquidity into the system

• To increase the accommodation under the marginal standing facility (MSF) from 2% of the statutory 

liquidity ratio (SLR) to 3%. This measure will infuse further liquidity into the system by Rs1.37 trillion. 

• These three measures relating to TLTRO, CRR and MSF will inject a total liquidity of Rs3.74 trillion to the 

system 

• Widening of monetary policy rate corridor - The reverse repo rate under the LAF would be 40 bps 

lower than the policy repo rate as against existing 25 bps. 

• Moratorium on Term Loans – All commercial banks (including regional rural banks, cooperative 
banks, all India financial institutions) and NBFCs are being permitted to allow a moratorium of three 

months on payment of instalments in respect of all term loans outstanding as on March 1, 2020. 

• Deferment of Interest on Working Capital Facilities - Working capital facilities sanctioned in the form 

of cash credit/overdraft, lending institutions are being permitted to allow a deferment of three months on 

payment of interest on all such facilities outstanding as on March 1, 2020 

• More importantly, moratorium on term loans and the deferring of interest payments on working capital 

will not result in asset classification downgrade.

• Easing of Working Capital Financing - by reducing margins and/or by reassessing the working capital 

cycle for the borrowers  

• Deferment of Implementation of Net Stable Funding Ratio (NSFR) by 6 months to Oct1, 2020

• Deferment of Last Tranche of Capital Conservation Buffer of 0.625% by 6 months to Sep 30, 2020

• Permitting Banks (which operate International Financial Services Centre (IFSC) Banking Units (IBUs))

to Deal in Offshore Non-deliverable Rupee derivative Markets (Offshore Rupee NDF Markets)

Conclusion - 

RBI has used all its instruments in order to revive the economy and infuse liquidity into the system – all 

the measures put together will inject liquidity into the system amounting to Rs3.7 trillion resulting in higher 

transmission into bond and credit markets. We expect banks to respond swiftly by reducing their lending rates. 

Demand for the loans is not expected to revive immediately, however, once the dust settles on Covid-19, 

demand should come back. More importantly, moratorium on retail loans including car loans, home loans and 

personal loans for upto 3 months starting April is huge positive, otherwise, large part of the loans would have 

turned NPL – positive for all banks and NBFCs. Moratorium on term loan is also a big positive. 

RBI Monetary Policy measures to tackle the COVID-19 Pandemic

27 March, 2020



2

LKP Research

DISCLAIMERS AND DISCLOSURES

LKP Sec.ltd. (CIN-L67120MH1994PLC080039, www. Lkpsec.com) and its affiliates are a full-fledged, brokerage and financing group. LKP 
was established in 1992 and is one of India's leading brokerage and distribution house. LKP is a corporate trading member of Bombay 
Stock Exchange Limited (BSE), National Stock Exchange of India Limited(NSE), MCX Stock Exchange Limited (MCX-SX).LKP along with its 
subsidiaries offers the most comprehensive avenues for investments and is engaged in the businesses including stock broking (Institutional 
and retail), merchant banking, commodity broking, depository participant,  insurance broking and services rendered in connection with 
distribution of primary market issues and financial products like mutual funds etc.

LKP 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. However, SEBI and Stock Exchanges have conducted the routine inspection and based on their observations 
have issued advice letters or levied minor penalty on LKP for certain operational deviations in ordinary/routine course of business. LKP 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.

LKP offers research services to clients. 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 LKP and its Research Analyst under SEBI (Research Analyst) Regulations, 2014 with reference to the subject company(s) 
covered in this report-:

Research Analyst or his/her relative’s financial interest in the subject company. (NO)

LKP or its associates may have financial interest in the subject company.

LKP 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 (LKP) has not been engaged in market making activity for the subject company.

LKP or its associates may 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.

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)

LKP or its associates may have received any compensation including for investment banking or merchant banking or brokerage services 
from the subject company in the past 12 months. 

LKP or its associates may have received compensation for products or services other than investment banking or merchant banking or 
brokerage services from the subject company in the past 12 months. 

LKP or its associates may have 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 LKP or its associates during twelve months preceding the date of distribution of the research 
report and LKP may have co-managed public offering of securities for the subject company in the past twelve months.

Research Analyst has served as officer, director or employee of the subject company: (NO)

LKP and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of this 
material. Our salespeople, 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 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 LKP or its group 
companies to any registration or licensing requirement within such jurisdiction. Specifically, this document does not constitute an offer 
to or solicitation to any U.S. person for the purchase or sale of any financial instrument or as an official confirmation of any transaction to 
any U.S. person. 

Unless otherwise stated, this message should not be construed as official confirmation of any transaction. No part of this document may 
be distributed in Canada or used by private customers in United Kingdom. 

All trademarks, service marks and logos used in this report are trademarks or registered trademarks of LKP 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.

All material presented in this report, unless specifically indicated otherwise, is under copyright to LKP. 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 LKP.

LKP Securities Ltd, 
13th Floor, Raheja Center, Free Press Road, Nariman Point, Mumbai-400 021. 
Tel -91-22 - 66351234. Email: research@lkpsec.com, web: www.lkpsec.com

RBI Monetary Policy measures to tackle the COVID-19 Pandemic


