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Forthcoming Programmes 

 
• 38th National Convention of Com pany Secretaries at 

Kolkata on 2-3-4 September, 2010 
• India Investor Week- 12-17 July, 2010 

 
RBI Updates 

• RBI announces Monetary Policy and Liquidity  
Management Measures  

 
 

Di sclaimer: - CS Update contains government notifications, case laws and contributions 
received from the members. Due care and diligence is taken in compilation of the CS 
Update. The Institute does not own the responsibility for any loss or damage resulting  
from any action taken on the basis of the contents of the CS Update. Anyone wi shing to  
act on the basi s of the contents of the CS Update i s advi sed to do so after seeking 
proper professional advice.                

    
'ICSI House', 22 Institutional Area, Lod i Road, New Delh i-110003, India. 

Phone-(011) 41504444, 45341000, Fax-(011)24626727, Email - info@icsi.edu 
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The 38th National Convention of Company Secretaries is being held 
on Thursday, Friday and Saturday, September 2-3-4, 2010 at Swissôtel 
Kolkata, City Centre New Town, Action Area 2, D. Plot No. 11/5, New 
Town, Rajarhat, Kolkata 
 
The them e of the convention “India Inc. and Inclusive Growth”  
goes through seam lessly with the following sub-them es chosen for the 
technical  sessions:- 
 
I. CSR - A Win-Win Business 

Model 
II. Emerging Contributors 
III. Governance : An Essential Tool 
IV. Innovative Financing Resources 

 
Please send your delegate registration 
fee for availing Early Bird Concession 
of Rs. 500  on or before July 31, 2010. 
 
Details of delegate fees  are given hereinbelow : 

 
DELEGATE FEE AND REGISTRATION PROCEDURE 

 Early Bird (Upto  
31.07.10) Payment By 
C ash, Credit Card 
(HQ/RC), Dem and 
Draft or Pay Order 

Others  
(After 31.07.2010)  
Payment By Cash,
Credit Card (HQ/RC), 
Demand Draft or Pay 
Order 

Members 4500 5000 
Non-Members 5000 5500 
Company Secretary in  
Practice 

4000 4500 

Senior Mem bers (60 years & 
above) 

4000 4500 

Members admitted after  
31.12.2007 

4000 4500 

Students 3500 4000 
Foreign US$100 US$100 
Spouse 3500 4000 
Licentiates 4000 4500 
 
 
 



 
 
 

   
 JJJuuulllyyy   000666,,,    222000111000   

  

 
- 4 - 

 

 

 
 
The registration form duly completed along with a 
crossed cheque (at par)/ demand draft / pay order 
drawn in favour of The Institute of Company 
Secretaries of India payable at New Delhi may please 
be sent to The Institute of Company Secretaries of 
India, C-37, Sector 62, Institutional Area, Noida - 
201309.  
 

 
 
The detailed brochure 
and delegate 
registration form for the 
Convention m ay be 
downloaded from the 
ICSI website 
www.icsi.edu 
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July 2, 2010  

RBI announces Monetary Policy and  
Liquidity Management Measures  

Monetary Policy Measures  

 On an assessment of the current macroeconomic situation, it has 
been decided to take the following monetary policy measures as a 
part of the calibrated exit from the expansionary monetary policy:  

• to increase the repo rate under the Liquidity Adjustment 
Facility (LAF) by 25 basis points from 5.25 per cent to 5.50 per 
cent with immediate effect.  

• to increase the reverse repo rate under the LAF by 25 basis 
points from 3.75 per cent to 4.0 per cent with immediate 
effect.  

 

Liquidity Management Measures  

Also, on the basis of an assessment of the current liquidity 
situation, the Reserve Bank has decided to extend the following 
liquidity management measures:  

i) The additional liquidity support to scheduled commercial banks 
under the LAF to the extent of up to 0.5 per cent of their net 
demand and time liabilities (NDTL) currently set to expire on 
July 2, 2010 is now extended up to July 16, 2010. For any 
shortfall in maintenance of statutory liquidity ratio (SLR) 
arising out of availment of this facility, banks may seek waiver 
of penal interest purely as an ad hoc measure.  

ii) The second LAF (SLAF) will be conducted on a daily basis up 
to July 16, 2010.  

 

Rationale for Monetary Policy Measures  

There have been significant macroeconomic developments since the 
April 2010 Monetary Policy Statement. At the global level, the 
recovery is strengthening. However, the outlook continues to be 
clouded by uncertainty in the Euro area.  

On the domestic front, the revised growth estimates by the C entral 
Statistical Organisation (CSO) for 2009-10 and for Q4 of 2009-10 
suggest that the recovery is consolidating. The manufacturing 
sector has recorded robust growth in recent months, aided among 
others, by expanding exports. The strong underlying growth 
momentum is also evidenced by the sharp upturn in the capital 
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goods sector, acceleration in credit growth and the widening current 
account deficit. The monsoon situation so far has been decidedly 
better than during last year holding prospects for good agriculture 
growth. In its April policy review, the Reserve Bank projected real 
GDP growth for 2010-11 at 8 per cent with an upside bias. More 
recent data suggest that the upside bias has largely materialised. 
The growth projection will be reviewed in the First Quarter Review 
on July 27, 2010.  

 
The developments on the inflation front, however, raise several 
concerns. Overall WPI inflation increased to 10.2 in May 2010, up 
from 9.6 per cent in April 2010. Food price inflation and consumer 
price inflation remain at elevated levels. There has been some 
moderation in food price inflation, but the price index of food 
articles continues to increase. More importantly, the prices of non-
food manufactured goods and fuel items have accelerated in recent 
months. Year-on-year WPI non-food manufacturing products 
(weight: 52.2 per cent) inflation, which was (-) 0.4 per cent in 
November 2009 and 5.4 per cent in March 2010, rose further to 6.6 
per cent in May 2010. Year-on-year fuel price inflation also surged 
from (-) 0.8 per cent in November 2009 to 12.7 per cent in March 
2010 and further to 13.1 per cent in May 2010. Although entirely 
justified in terms of long-term fiscal and energy conservation 
objectives, the recent increase in fuel prices will have an immediate 
impact of around one percentage point on WPI inflation, with 
second round effects being felt in the months ahead. Significantly, 
two-thirds of WPI inflation in May 2010 was contributed by non-food 
items, suggesting that inflation is now very much generalised and 
that demand-side pressures are evident. 
 

Timing of the Action  

This mid-cycle policy action has been warranted by the evolving 
macroeconomic situation. Even as data for real GDP growth and 
WPI inflation became available by mid-June 2010, it was considered 
inadvisable to raise the policy rates as the financial system was 
dealing with liquidity pressures triggered by sudden build-up in 
government cash balances occasioned by the larger than anticipated 
level of 3G spectrum and broadband wireless access auction 
realisations. Through the month of June, liquidity under LAF 
operations remained in deficit mode. Consequently, the call rate 
moved up significantly, resulting in an effective tightening at the 
short end of the yield curve. The liquidity situation has since begun 
to ease.  
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Rationale for Extension of Liquidity Management Measures  

In late May 2010, in anticipation of the liquidity pressures on 
account of payments for 3G spectrum and advance taxes, the 
Reserve Bank took certain liquidity easing measures. Even as the 
liquidity situation has begun to ease, these measures are being 
extended since liquidity tightness may persist.  

 

Expected Outcomes  

The above monetary measures should contain inflation and anchor 
inflationary expectations going forward, while not hurting the 
recovery process. Easing liquidity and raising rates at the same time 
may seem apparently inconsistent. It should be noted in this 
context that the liquidity easing measures have become necessary 
to manage what is essentially a temporary and unanticipated 
development. In no way should they be viewed as inconsistent with 
the monetary policy stance of calibrated exit, which remains 
focussed on containing inflation and anchoring inflationary 
expectations without hurting growth. 
 

The Reserve Bank will continue to monitor the macroeconomic 
conditions, particularly the price situation, and take further action 
as warranted.  

 
     Alpana Killawala  

Press Release 2010-11/22                           Chief General Manager  
 
 
Related Notifications 
July  02, 2010 Liquidity Adjus tment Fac ility  – Repo 

and Reverse Repo Rates 
July  02, 2010 Standing Liquidity Fac ilit ies for Banks 

and Primary Dealers 
 


