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PAUSE ON RISING INTEREST RATES FROM SEPTEMBER 2011: SMC GLOBAL
A great deal of emerging political and economic pointers which indicate to global slowdown coupled with  subsiding commodities  prices are likely to prevent Reserve Bank of India (RBI) to  further raise its monetary policy rates to rein in inflation in its forthcoming review policy as is being  widely anticipated by vast majority of bankers and economists,  revealed a research analysis of SMC Global Securities Ltd,  released here today.
It is clear that monetary policy makers have prevailed over architect of fiscal prudence to compromise on growth due to  emerging global conditions that may  lead to continuation of 2008 like situation after S&P downgraded  US economy is enough to  dissuade  RBI to further hike interest rates as the move will go on  hurting banking, auto and personal loan segment beyond repairs.  
This is because that these  three segments of Indian economy  make substantial contribution to growth rate,  said Chairman and Managing Director of SMC Global Securities ltd Mr Subhash C Aggarwal while releasing the company’s analysis here .
Latest official data have revealed that food inflation has eased  a bit and will gradually  fall  to projected levels of 7 per cent by March 2012 due to good monsoon as well aftereffects of  harsher monetary policy measures vigorously pursued by RBI  after March 2010, pointed out Mr Aggarwal.
He, however, added that on account of stiffer steps of monetary policies,  the RBI has cut demand and curbed growth in the hope that inflation will exhaust  itself  but so far all we have are  signs of growth slowing and  food inflation subsiding little because indications are such both on global and domestic fronts.
We at SMC Global Securities  Ltd also feel that another monetary policy intervention by RBI will provide for soothing effects as it is unlikely to further tighten the screws since demand is cut and overheating also curbed in the sense that  consumption in sectors such as auto and  banking subsided which is evident from the fact of their 2nd quarter declining sales and profitability, said Mr Aggarwal adding that exports growth is already feeling pinch of high interest costs  
In addition , banks are flushed with funds as fresh flows of deposits into the banking system has shot up by 50 per cent while credit is slowing down, especially fresh sanctions will decelerate in next few months in view of adverse happenings on properties business.   In such a scenario, could RBI afford to take unhealthy measures to contain inflation and make growth stagnant, asked Mr Aggarwal?
The chief  of SMC Global Securities Ltd, however, prognosticated  that equities all over the world will continue to tumble with no exception to equities of developing countries like India  but US treasuries remain a safe haven because it will always be in a position to pay off its debt as long as dollar remains a reserve currency.
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