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Moderation in rate hike
factored in by markets

‘THERE IS NO ROOM FOR COMPLACENCY’

Times NEws NETWORK

Mumbai: Announcingan in-
crease in key interest rates,
Reserve Bank of India gover-
nor Shaktikanta Das said on
Wednesday the inflation batt-
leisyettobe won.

External monetary policy
committee (MPC) member Ja-
yanth Varma and his collea-
gue Ashima Goyal voted aga-
inst the MPC’s majority deci-
sion to reduce surplus liquidi-
ty from the markets. Das said
that while the 35-basis point hi-
ke was lower than the four ear-
lier hikes, there was no room
for complacency. “We stand
outasanislandof resiliencein
an otherwise volatile and gloo-
my world,” he said.

The moderation in the rate
hike was factored in by the mo-
ney markets and the yield on 10-
year bonds rose marginally
from 7.25% t07.27%. The rupee
however settled marginally
higher at 82.48 against the dol-
lar. “Most banks have fully
passed on the repo rate incre-
ase of 190bps to the consu-
mers of home loans till date.
This rate hike of 190bps has
resulted inaloan tenor incre-
ase of around 13 years for bor-
rowers who had initially op-
ted for 20 years loan period,
assuming they had taken a
home loan at 6% at the time of
home purchase,”” said Shri-
kant Shrivastava, chief risk
officer, IMGC (India Mortga-
ge Guarantee Corporation).
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On rupee | The story of
the Indian rupee is one of
resilience and stability.
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11% for a long duration will be
particularly hit as their origi-
nal EMIs would not be enough
to cover the interest costs and
lenders would demand more.
But banks are not seeing any
stress among borrowers yet as
interest rates are still below
the10-year average.

Besides increasing rate,
RBIannounced that allmarket
trading hours would be exten-
ded to pre-Covid-19 levels from
December 12. The RBI also ga-

ve banks more time to provide
for loss in value of govern-
ment bonds due to the rise in
interestrates.

“Extension of timelines
for holding higher G-secs un-
der held-to-maturity category
will create additional headro-
om for G-secs and partly miti-
gate marked-to-market risks
for FY24. We expect the incre-
mental appetite for G-secs by
banks to remain limited given
strong credit growth environ-
ment,” said Anil Gupta, senior
vice president, [cra.
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