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RBI’s monetary policy governs instruments to ensure

price stability & sufficient liquidity in India – a

necessary precondition for sustainable growth.
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conducting monetary policy.

vested with the responsibility of

This

responsibility is explicitly mandated

under the Reserve Bank of India Act,

1934.

❑ The MPC meets at least four times in a 

year.

❑ The quorum for the meeting of the 

MPC is four members.

❑ Each member of the MPC has one vote.

In the event of an equality of votes, the

RBI Governor has a casting vote.

The Monetary Policy Committee (MPC)

❑ The Reserve Bank of India (RBI) is



A closer look at monetary instruments:
How does it work?

Repo Rate:

The (fixed) interest

rate at which RBI

provides loans to

banks overnight.

Reverse Repo Rate:

The (fixed) interest

rate at which RBI

borrows from banks

overnight.

Bank Rate: It is the rate at which RBI buys

or rediscounts commercial papers. This

rate has been aligned to the MSF rate

and, therefore, changes automatically

when the MSF rate changes.

Cash Reserve Ratio

(CRR): The average

daily balance that a

bank is required to

maintain with RBI.

Statutory Liquidity

Ratio (SLR): The

amount a bank is

required to maintain in

safe and liquid assets.

Open Market Operations

(OMOs): These include outright

purchase and sale of  government

securities, for injection and

absorption of liquidity, respectively.

Marginal Standing Facility

(MSF): Additional amount of

overnight money banks can

borrow from RBI from the SLR at

a penal rate of interest.

Market Stabilization Scheme (MSS):

Surplus liquidity arising from large

capital inflows is absorbed through the

sale of short-dated government

securities and treasury bills.

These tools determine funds 

available with banks for 

lending to the private sector & 

protect the banking system 

against unanticipated liquidity 

shocks

Quick

Comparison

Repo rate

Reverse 

repo rate

MSF rate

CRR

Bank rate

SLR

Feb-23 Dec-22

6.50%

3.35%

4.50%

18.00%

6.75%

6.75%

Liquidity Adjustment

Facility (LAF): Used by

banks to overcome short-

term cash shortages

during periods of stress.

6.25%

3.35%

4.50%

18.00%

6.50%

6.50%
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