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Liquidity Policy Rates

Why OMO Purchases are back on the table How the space to cut has re-opened? 

 - System liquidity sharply lower, esp. in Oct’25
 - Almost a deflation-like environment & soft inflation levels at 

least for next two-quarters

> Most autonomous liquidity drivers were a drag 

> In March quarter total liquidity is likely to moderate, 

with usually higher currency leakage

 > Food-led rapid disinflation; 

 > GST rate cuts effects visible in some items

 - Reserve Money growth has moderated GDP growth robust in 1HFY26; Outlook for 2HFY26 clouded 

 - Transmission through banking and rates channel 

improving, but incomplete

 > risks tilted on the downside, esp. if trade deal with the US 

falters

Above trends increase the scope of OMO Purchases to the 

tune of INR 1-2 lakh crore; esp. by Mar'26
1-2 more rate cuts likley; Dec'25 policy cut on cards 

 -  INR & RBI FX ops likely to influence the use of liquidity 

tools 

 - US-India trade deal that limits downside to India growth 

might delay the rate cut

Risks to the monetary policy choices

What we think
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