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RBI Monetary Policy Meeting 10™ April 2026

Executive Summary:

The RBI MPC met on the 6™ to 8" of April 2026 to decide the outcome for the 1% Interest Rate
decision of FY2027. On the backdrop of the ongoing crisis in West Asia, interest rates were kept
unchanged:

Standing Marginal
. Interest Rate . .. .
Particulars (Repo) Deposit Facility Standing Stance
P (SDF) Facility (MSF)

Current 5.25% 5.00% 5.50% Neutral

Rate atwhich Rate at which Rate atwhich Not biased towards

. banks borrow banks borrow . . .
Meaning RBI borrows increasing/decreasing
from RBI from RBI .
from banks interest rates
(regular rate) (emergency rate)

Backdrop to the RBI Policy -

e West Asia overhang and currency volatility are the dominant macroeconomic overhangs
shaping RBI's decisions
o After a prolonged low-inflation period, inflation is re-emerging as a meaningful risk

Inflation -

e |ndian Economy is coming out of a 2-3 year lower inflationary zone. Inflation now
possesses the risk of momentarily breaching RBI's comfort band

e Potential for Super El Nifio in 2026 - intense heatwaves, deficient monsoon rains
resulting in agricultural risk and possible food inflation spikes

e Energy security challenged by the West Asia crisis as the closed of the Strait of Hormuz
supresses energy imports to India

Fiscal uncertainty -

e Higher Qil prices + high fertiliser subsidy outgo adds pressure to Fiscal Deficit
e Rupee volatility adds further pressure and uncertainty
e Government divestment targets appear questionable

Historical parallel to 2022 -

e |nflation in 2022 was due to a mix of Demand-pull (post-covid spending boom) and
Supply-shock (Russia-Ukraine War)

e Long-end of the Indian government bond yields spiked to 7.62% and 7.88% for the 10Y
and 30Y respectively
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However, the current scenario is primarily inflation from Supply-shock (US-Iran war) and not due
to demand-pull. We expect the West Asia crisis to not last as long as the Russia-Ukraine war.

Indian Macroeconomic and policy dynamics:

e Government appears to be better prepared in 2026 than in 2022 - actively shielding
consumers from price shocks via:
o Excise duty cuts (which will hurt fiscal if the current war is prolonged)
o Subsidies (to shield consumers from increasing fertilizer prices)

Investment implications:

Fixed income -

Duration Allocation View
Short (1-3 years) 30% Attracti\(ely positioned; accruals are
interesting
Better pl /s Short t W
Medium (3-5 years) 30% etter p. acedv/s S or erm e are
evaluating opportunities via bonds as well
Long (5-10 years) 25% Aggressively allocate when 10Y is above

7.25% in a staggered manner
Aggressively allocate when 30Y is above

Very Long (10 years+ 15%
ryLong (10y ) ° 8.00% in a staggered manner

Source: Pravia Research
Hybrid mutual funds -

We like Balanced Advantage Funds in this category as both Equity and Fixed Income are well-
placed in the current environment.

Income plus Arbitrage -
Attractively placed for short term allocations (LTCG is 12.5% if held for 2 years)
REITs/InvITs -

Can present lucrative opportunities if interest rates remain elevated as rental yields can become
attractive
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Detailed Note:

The RBI MPC met on the 6™ to 8" of April 2026 to decide the outcome for the 1% Interest Rate
decision of FY2027. On the backdrop of the ongoing crisis in West Asia, interest rates were kept

unchanged:
Standing Marginal
Particulars LI Deposit Facility Standing Stance
Facility (MSF)
Current 5.25% 5.00% 5.50% Neutral
Rate at which Rate at which Rate at which Not biased towards
. banks borrow banks borrow . . .
Meaning RBI borrows increasing/decreasing
from RBI from RBI .
from banks interest rates
(regular rate) (emergency rate)

These decisions were taken on the back of:

o Thecrisisin West Asia has disrupted global energy markets and supply chains. Trade
tensions have taken a backseat as the war between US & Israel v/s Iran is on the forefront,
primarily due to uncertainty regarding access to the Strait of Hormuz

o Increased currency volatility saw the Indian Rupee depreciate significantly, with the
USD/INR reaching 95 levels before a sharp reversal on the back of banking regulations

India isn’t completely insulated from global shocks despite being better placed than most under
Emerging markets — many of which are struggling due to increasing fuel prices. The RBI has
increased forecasts for Inflation and given a real GDP growth target which is lower than FY26.

CPI Real GDP Growth
6.0% 5.2% 7.3%
% 4.4% 4.7% 9 7%
5.0% 4.0% 4.0% 4.20, 4.4% 7.2%
4.0% 7.1%
° ° 7.0% 7.0% 7.0%
3.0% 7.0%
° 0% 6.9% 6.9%
2.0% 6.9%
1.0% 6.8% I
0.0% 6.7%
Q1FY27 Q2FY27 Q3FY27 Q4FY27 Q1FY27 Q2FY27 Q3FY27 Q4FY27
Earlier m Revised Earlier m Revised
Source: RBI

This policy was all about navigating the West Asia conflict and anticipating the subsequent macro
risks while trying to maintain strong growth outlook. Inflation was on a downward trajectory since
Aug’23 and is now beginning to become a concern. However, inflation this time around is turning
out to be a supply-shock induced, not demand-pull inflation.
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The current crisis shares a lot of similarities to the Russia-Ukraine crisis:

Russia-Ukraine 2022 West Asia conflict 2026
Energy + food supply disruption Energy + LNG/fertiliser supply disruption
Shock type gy PPy p Shock type gy PPl P

Brent Oil spike to ~$127/bbl
Repo hiked aggressively from 4% > 6.5%;

Brent Oil spike to ~$118/bbl

Repo holding at 5.25%; neutral stance; FX

RBIlresponse 10Y Gsec and 30Y Gsec reached 7.62% RBIresponse -
X reserves used to stabilise rupee

and 7.88% respectively

Rate hikes compressed spread sharply as India's track record from 2022 allows
Outcome short rates caught up; fiscal managed Key difference more calibrated response; ceasefire signs

supply-side offer partial relief

Monet li ffecti lyi li

onetary policy effective only in cqo ing : 10Y Gsec and 30Y Gsec reached peaks of

Lesson demand-pull component; supply side Yields

7.13% and 7.82% tivel
needs fiscal/administrative action oan o respectivety

Source: Pravia Research
Similar yet different

Inflation in the current scenario can be considered similar to the one caused during the 2022
Russia-Ukraine war. In the current scenario — consumers are forced to pay higher energy and
eventually higher food prices (supply-side inflation). In 2022 however, inflation was a
combination of the post-covid spending boom (demand-pull) + amidst Russia-Ukraine war
(supply shock). In response, RBI hiked Repo rate aggressively. Interest rate hikes however, are
notvery effective in supressing supply-shockinduced inflation, and by nature is built for demand-
pullinflation.

Pravia’s Insights - Interest rate hikes make it expensive for consumers to spend like they used to - they
cut out the excess demand. However, the current crisis is due to a supply-shock induced inflation on
the back of strait of Hormuz (there isn’t excess demand in the economy to begin with). RBI hikes will
have limited impact contrary to Russia Ukraine where there was both demand + supply inflation

IND 10Y v/s Brent Oil (USD/bbl)
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Source: Investing.com; Pravia Research
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The Indian government 10-year bond yield went from 6.16% in May-25 to climbing almost 1% to

7.13% at the start of Apr-26 (just before the US-Iran ceasefire announcement). The 10Y bond yield
has followed oil prices closely —with the oil prices almost acting as leading indicators. With Brent
now being significantly above previous prices, risk premiums across the globe, including India

are increasing —resulting in higher yields.

Based on this, we are looking at 3 scenarios:

Scenario A - Repo rates remain status quo/decline (50% probability):

The government is able to manage the supply shock by diversifying energy sources (Oil &
Gas) fast - further reducing dependence on the Strait of Hormuz

Normal/healthy monsoon season curbs food inflation

Oil prices decreasing soon creates a scenario of continued increasing growth

Bond yields would decrease and risk premium would erode eventually

Risk for Scenario A to not play out: Continued crisis in West Asia beyond 2 months

Scenario B - Repo rates are increased, but not to the extent of the Russia-Ukraine war (35%
probability):

Since the RBI now has recent experience of handing a similar geopolitical shock, interest
rates won’t be as volatile as before. This combined with a lower starting point for inflation
gives the RBI more time to analyse the situation before acting
If the USD/INR goes above 96-97 levels and CPI breaches 5.5% for a few consecutive
quarters, there might be the risk of rate hikes of 25-50 bps

e Bondyields move up in near term and look for further events to play out

Repo rate v/s CPI

9.00% _ Russia-Ukraine_
8.00%
7.00%
6.00%
5.00%
4.00%
soo% LTy
2.00%

1.00%

0.00%
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

= Repo rate CPI

Source: Investing.com; Pravia Research
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Scenario C - Repo rates are increased substantially + elevated Monsoon Risk (15%
probability):

e If the current temporary ceasefire doesn’t result into a meaningful final resolution — we
risk oil prices to be elevated for longer. Here the focus will shift to the government to step
in and help manage the supply side (Energy, Food, Fertilizers etc.)

e Thiswould result in risk premiums to increase further from already elevated levels

e Higher energy prices would hurt the current account and result in increasing deficits

o Bondyields increase further as investors demand higher rates as compensation for
uncertainty

The Spread between the 10Y G-sec and Repo rate elevated to ~3.22% (India 10Y at 7.22% when
Repo rate was 4.0%) during the peak of the Russia-Ukraine crisis. This spread is climbing
currently as well from the bottom of 0.16%.

If the spread were to increase to 2% (10Y G-sec at 7.25%), we would find it lucrative to start
investing aggressively into the long end in a staggered method.

Spread (10Y Gsec - Repo rate)
3.5%
3.0%
2.5%
2.0%
1.5% 1.72%
1.0%
0.5%
0.0%

-0.5%
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Source: Investing.com; Pravia Research
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Investment Implications:

Yield Curve
7.80%

7.40%
7.00%

6.60%

6.20% /
5.80% /

5.40%
1Year 3Year 5Year 10 Year 30 Year

e N oW 3M Ago 6M Ago 1Y Ago

Source: Investing.com; Pravia Research; Data is as on 09-April-2026

o FixedIncome:
o Liquid/Liquid+/Arbitrage funds (0-1 year): Status quo continues. No effect of
the recentrise in interest rates in this duration.
o Short-term (1-3 years) and Medium-term (3-5 years):
=  Currently, the short end of the Yield curve looks favourable due to its
steepness. Accrual opportunities are well-placed in this duration
= The Medium term is however better placed than the short term given rates
can fall further and steepened the yield curve
= We are also opportunistically evaluating bond opportunities in the
medium duration as we feel Macros are still comfortably placed
o Long-term (5-10 years) and Very Long-term (10+ years):
=  While we like this duration, we wait for the 10Y to reach 7.25% and the
30Y to reach 8.00% to begin aggressive staggered allocation
e Income plus Arbitrage Funds:

o Wewould like to allocate funds which have a holding period of 2+ years to Income
plus Arbitrage funds (underlying is a combination of corporate bond funds and
arbitrage funds) due to its favourable taxation

o LTCGifheldfor>2yearsis at12.5% - same as Equity

o Hybrid Mutual Funds:
o We believe Balanced Advantage funds offer a great opportunity post-2022 to

create allocation as both Equity and Fixed Income markets are well placed
o Since Apr-22 (4 years ago), Balanced Advantage funds as a category have
outperformed Nifty 50 by ~0.5% (9.49% vs 9.01% CAGR) — with lower volatility
e REITs/InviTs:
o Can present lucrative opportunities if interest rates remain elevated as rental
yields can become attractive
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Disclaimer:

The information or material (including any attachment(s) hereto) (collectively, “Information”) contained
herein does not constitute an advice or an inducement to buy, sell or investin any securities. Recipients of
this information should not construe it to be investment advice unless and otherwise stated herein
expressly and conduct their own investigation and analysis. Pravia Investment Advisors Private Limited
(“Pravia”) may not have conducted any suitability analysis prior to dissemination of such information and
the recipient should therefore seek advice of their independent financial advisor prior to taking any
investment decision based on Information. No representation or warranty, express, implied or statutory,
is made as to accuracy, completeness or fairness of the contents and opinion contained herein. The
information can be no assurance that future results or events will be consistent with this Information. Any
decision or action taken by the recipient based on this Information shall be solely and entirely at the risk of
the recipient. The distribution of this Information in some jurisdictions may be restricted and/or prohibited
by law, and persons into whose possession this information comes should inform themselves about such
restriction and/or prohibition. Unauthorized disclosure, use, dissemination or copying (either whole or
partial) of this information, is prohibited. Pravia will not treat the recipient/user as a customer by virtue of
their receiving/using this report. Neither Pravia nor its affiliates, directors, employees, agents or
representatives, shall be responsible or liable in any manner, directly or indirectly, for the contents or any
errors or discrepancies herein or for any decisions or actions taken in reliance on the Information. The
person accessing this information agrees to hold Pravia or any of its affiliates or employees free and
harmless from all losses, costs, damages, expenses that may be suffered by the person accessing this
Information. The Information contained herein is based on publicly available data or other sources
believed to be reliable and for the exclusive purpose of transactions to be carried out within the territorial
jurisdiction of India and all such transactions shall be governed by the laws in India. Pravia and/or its
affiliates and/or employees may have interests/positions, financial or otherwise in securities mentioned
here. Investment in securities market are subject to market risks. Read all the related documents carefully
before investing.

Standard Warnings:

e Registration granted by SEBI, membership of BASL and certification from NISM in no way
guarantee performance of the intermediary or provide any assurance of returns to investors.

e The securities quoted are for illustration only and are not recommendatory.
Statutory Information:

e Pravia Investment Advisors Private Limited: CIN: U66309MH2025PTC451047; Regd Off
Address: 801, A-Wing 215 Atrium, CTS No 215, Andheri-Kurla Road, Andheri East, Chakala MIDC,
Mumbai - 400093; Contact: +91 9004139937

e Corporate Investment Adviser SEBI Registration no. INA000021322, Validity of Registration: Nov
04, 2025 - Perpetual. BSE Enlistment No.2375,

e Principal Officer: Ms. Vaibhavi Shah (E-mail: info@pravia.in), Contact: +91 9004139937

e Compliance Officer and Grievances Redressal Officer: Ms. Nishma Desai (E-
mail: compliance@pravia.in) Contact: +91 9004139937

SEBI Regional Office: SEBI Bhavan, Plot No. C-4 A, G Block, Bandra Kurla Complex, Bandra East, Mumbai
400 051.
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