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SMC Global Securities Ltd has suggested the Reserve Bank of India (RBI) not to hike monetary policy rates beyond 25 basis point in its attempt to check inflationary pressures in its annual  monetary  policy as it could moderate growth at  8 per cent in current fiscal and dissuade FIIs from investing in Indian markets .  
It  has also urged the Central Bank to lay out a clear cut road map in its monetary policy document for de-regulation of interest rate for savings bank account holders as commercial banks should now be stopped flourishing on low cost funds and that RBI ought to come out with policy directives in this direction.

25 basis point hike in repo and reverse repo rate would be a good monetary policy decision to check inflationary pressures as India would have to live with some inflation to stay glued at good growth trajectory which is necessary for sustaining demand even if it escalates prices of articles, commodities and crude oil, said SMC Global Securities Ltd Chairman and Managing Director Mr Subhash Chand Aggarwal.

Hiking repo and reverse repo rate beyond 25 basis point will bring down growth at close to 8 per cent in current fiscal against the targeted level of 8.6 per cent which is enough to shake faith of FIIs in domestic capital markets as it is consistency in higher growth that retains faith of investors in domestic economy and not reduced rate of inflation, pointed out Mr Aggarwal.

Higher Inflation which surfaced with food articles before penetrating into commodities including crude oil has now spread to manufacturing and if growth is sacrificed to compensate for inflation, demand may weaken and economic activities may come to halt, feels SMC Global Securities Ltd.

Mr Aggarwal also recommended that competition needs to be ushered in the interest rates on savings bank account as 90 per cent depositors save in banks for higher returns which at current rate of 3.5 per cent is too low and gives banking institution an higher edge to create low cost funds. This unfairness should be addressed by the Central Bank in its May 2011 monetary policy review with some broad based road map for it for which some directives are  awaited said Mr Aggarwal           
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