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Much has changed since the last MPC meeting. Oil prices have surged
by 10% and US 10Y yield has moved lower by 15bps. Equity markets
have seen a sharp correction. Even so, minutes tell us that MPC
members continue to emphasize on 1) India’s growth and inflation
dynamics are very different from AEs, 2) policy support is required to
ensure growth is sustained, 3) India’s food inflation outlook is benign,
4) demand pull inflation pressure are still muted, and 5) that higher
international oil prices pose a risk to inflation outlook. RBI will be
communicating its monetary policy glide path in an ever-changing
global macro backdrop. Our base case is for RBlI to change stance in
June policy followed by repo rate hike in August or October. Emerging
geo-political situation is a risk to our view.

Growth showing signs of recovery, but momentum is waning: MPC
members believe that economic momentum has been impacted by spread of
Omicron variant. Indian economy is likely to be only 2% over and above pre-
pandemic level in FY22 with consumption continuing to under-perform. Members
felt this requires continued policy support. Dr. Bhide pointed out continued
weakness in consumer sentiments as reflected in RBI's Consumer Confidence
Surveys. Prof. Varma said RBI's fan charts show that pre-pandemic situation of
economy growing below potential will re-assert itself in coming quarters. Dr. Patra
spoke about divergence in Indian economy as seen in improvement in GST
collections, freight movement, real estate sales and a resilient external sector—
exports and forex reserves. At the same time, labour force participation has fallen
and vehicle registrations are lower as well.

Benign inflation outlook, but a lot has changed: Members believe India’s
inflation outlook is very different compared with advanced economies, which are
witnessing inflation far above target of 2%. Dr. Patra said pandemic inflation surge
is not driven by excess demand but by supply constraints. Members were
sanguine about India’s inflation outlook with Governor Shri Das pointing out that
while core inflation is elevated, demand-pull pressures are still muted, given the
slack in the economy. However, members added that rising commodity and
energy prices need to be monitored. In fact, between the policy and now, oil prices
have increased by 10%. During this calendar year, oil prices are higher by 29%.
This will put upward pressure on CPI inflation. We expect CPI inflation at 5%, with
an upward bias, compared with RBI's estimate of 4.5% in FY23.

Global and Indian conditions are different: Dr. Saggar spoke about rising
global yields and monetary policy pivot visible in AE central banks. Inflation levels
in these countries are at three-four decade high levels. At the same time, inflation
in India is below tolerance band (January was at upper end of tolerance band) and
is projected to recede in FY23 allowing RBI to remain accommodative. Rising
commodity prices imply a change in inflation outlook depending upon durability of
higher international commodity and energy prices at current levels.

What happens next? Prof. Varma spoke about switch to neutral policy stance
being long overdue. However, other members spoke about continuing with
accommodative stance to support growth. Dr. Saggar spoke about raising policy
rate as soon as growth is judged to recover on a durable basis or inflation is seen
to be turning endemic. He also spoke about maintaining credibility by keeping
inflation on a sustained basis at or near target as soon as real economic conditions
normalize. We believe next policy will have to be laid in a context of higher
inflationary impulses from global energy and commodity prices. This will also be a
drag on growth. Thus, RBI will have to do a fine balancing act and lay out
assumptions of its inflation projections which are different from our and consensus
estimates. A well-telegraphed message along with absorbing bond issuances of
the Centre will give direction to domestic yields.
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Disclaimer

This document is issued solely by ICICI Bank Limited (‘’ICICI Bank’) Any information in this email should not be
construed as an offer, invitation, solicitation, solution or advice of any kind to buy or sell any securities, financial products or
services offered by ICICI Bank) or any other entity, unless specifically stated so. The contents of this document do not take
into account your personal circumstances. Before entering into any transaction, you should take steps to ensure that you
understand the transaction and have made an independent assessment of the appropriateness of the transaction in light of your
own objectives and circumstances, including the possible risks and benefits of entering into such transaction and should seek
your own financial, business, legal, tax and other advice regarding the appropriateness of investing in any securities. ICICI
Bank (including its branches, affiliates of ICICI Bank) do not provide any financial advice, and is not your fiduciary or agent,
in relation to the securities or any proposed transaction with you unless otherwise expressly agreed by us in writing.

The information, opinions and material in this document (i) are derived from sources that ICICI Bank believes to be reliable
but the reliability or accuracy of which have not been independently verified (ii) are given as part of ICICI Bank’s internal
research activity and not as manager of or adviser in relation to any assets or investments and no consideration has been
given to the particular needs of any recipient; and (iii) may contain forward looking statements, which may be materially
affected by various risk, uncertainties and other factors. The opinions contained in such material constitute the judgment of
ICICI Bank in relation to the matters which are the subject of such material as at the date of its publication, all of which are
expressed without any responsibility on ICICI Bank’s part and are subject to change without notice. ICICI Bank has no duty
to update this document, the opinions, factual or analytical data contained herein. ICICI Bank and/or its affiliates makes no
representation as to the accuracy, completeness or reliability of any information contained herein or otherwise provided and
hereby disclaim any liability with regard to the same. The recipient of the information should take necessary steps as they
deem necessary prior to placing reliance upon it. Nothing contained in this publication shall constitute or be deemed to
constitute an offer to sell/purchase or as an invitation or solicitation to do so for any securities or financial products/
instruments of any entity.

This document is intended solely for customers of ICICI Bank and may contain proprietary, confidential or legally privileged
information. No part of this report may be copied, disseminated or redistributed by any recipient for any purpose without
ICICI Bank’s prior written consent. If the reader of this message is not the intended recipient and has received this
transmission in error, please immediately notify ICICI Bank, Economic Research Group, E-mail: erg@icicibank.com or by
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telephone at +91-22-2653-7233 and delete this message from your system.

Please also note that ICICI Bank (including its branches, and affiliates) is unable to exercise control or ensure
or guarantee the integrity of/over the contents of the information contained in e-mail transmissions and / or
attachments and that any views expressed in this e-mail and / or attachments are not endorsed by/binding on
ICICI Bank. Before opening any attachments please check them for viruses and defects and please note that
ICICI Bank accepts no liability or responsibility for any damage caused by any virus that may be transmitted
by this email and/ or attachments thereto.

DISCLAIMER FOR DUBAI INTERNATIONAL FINANCIAL CENTRE (“DIFC”) CLIENTS:

This marketing material is distributed by ICICI Bank Limited., Dubai International Financial Centre (DIFC) Branch, a
category 1 Authorized Firm and regulated by the Dubai Financial Services Authority. This marketing material is intended to
be issued, distributed and/or offered to a limited number of investors who qualify as ‘Professional Clients’ pursuant to Rule
2.3.3 of the DFSA Conduct of Business Rulebook, or where applicable a Market Counterparty only, and should not be
referred to or relied upon by Retail Clients and must not be relied upon by any person other than the original recipients and/or
reproduced or used for any other purpose.

DISCLOSURE FOR RESIDENTS IN THE UNITED ARAB EMIRATES (“UAE"):

Investors should note that any products mentioned in this document, any offering material related thereto and any interests
therein have not been approved or licensed by the UAE Central Bank or by any other relevant licensing authority in the UAE,
and they do not constitute a public offer of products in the UAE in accordance with the Commercial Companies Law, Federal
Law No. 8 of 1984 (as amended) or otherwise.

DISCLOSURE FOR RESIDENTS IN HONGKONG

This document has been issued by ICICI Bank Limited in the conduct of its Hong Kong regulated business (i.e. type 1
license) for the information of its institutional and professional investor (as defined by Securities and Future Ordinance
(Chapter 571 of Laws of Hong Kong) (the “SFO”)) customers; it is not intended for and should not be distributed to retail or
individual investors in Hong Kong. Any person who is not a relevant person should not act or rely on this document or any
of its contents. This document has not been reviewed, authorized or approved by any regulatory authority.

ICICI Bank and/or its affiliates are full service financial institutions engaged in various activities which may include
securities trading, commercial and investment banking, financial advice, investment management, principal investment,
hedging, financing and brokerage activities. As a result, you should be aware that a conflict of interest may exist. In
accordance with the regulatory requirements and its own conflicts of interest policies, ICICI Bank has in place arrangements,
internal policies and procedures to manage conflicts of interest that arise between itself and its clients and between its
different clients. Where it does not consider that the arrangements under its conflicts of interest policies are sufficient to
manage a particular conflict, it will inform you of the nature of the conflict so that you can decide how to proceed.

DISCLOSURE FOR RESIDENTS IN SINGAPORE
ICICI Bank Limited, India (“ICICI India”) is incorporated under the laws of India and is regulated by the Reserve Bank of
India. ICICI Bank Limited, Singapore branch (“ICICI”) is regulated by the Monetary Authority of Singapore.
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