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RBI holds rates, sees FY GDP contraction at 7.5% 

The Monetary Policy Committee (MPC) of the Reserve Bank of India (RBI) on 

Friday left benchmark interest rates unchanged and retained an ‘accommodative’ 

stance as it prioritised support for the economy over ‘sticky’ inflation amid the 

COVID-19 pandemic. The MPC kept the RBI’s key lending rate, the repo rate, 

steady at 4%. 

Highlights: 

1. The central bank has slashed the repo rate by 115 basis points since late March 

to cushion the economy from the fallout of the COVID-19 crisis, including the 

lockdowns to check the spread of the coronavirus. 

2. The RBI also brightened its outlook for the economy, projecting that the GDP 

contraction would narrow to 7.5% for the financial year ending in March 2021. 

Mains: 

1. Discuss the factors which make monetary policy transmission in India 

difficult. 

 

Rajoana to escape gallows, but govt. mum on his plea 

A Bench led by Chief Justice of India Sharad A. Bobde discovered that the Home 

Ministry had declared its resolve to commute the death penalty of Balwant Singh 

Rajoana, found guilty of the murder of former Punjab Chief Minister Beant 

Singh, in September last year. 

Highlights:  

1. However, the Ministry failed to make good its declaration until this date. 

Rajoana, in a petition to the Supreme Court from his jail cell, said his repeated 

pleas to the government about the fate of the mercy plea were met with silence. 

The mercy petition was filed in 2012. 

2. The court said the law is settled that once the government has decided to 

recommend a presidential pardon for a condemned man, the pendency of 

appeals of his co-accused cannot delay the process initiated under Article 72 

(presidential pardon) of the Constitution. 
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Mains: 

1. Explain the pardoning powers of the President. How is it different from the 

Governor’s pardoning power? 

 

RBI tightens oversight of NBFCs, UCBs 
Crux: Regulator strengthens audit norms for urban cooperative banks UCBs, 

non-bank lenders (NBFCs) in moves to bolster financial stability. Observing that 

the growing significance of NBFCs and their interlinkages with different parts of 

the financial system had made it imperative to enhance the sector’s resilience. 

Reforms in the governance of UCBs and NBFCs 

1. The Reserve Bank of India (RBI) on Friday announced the introduction of 

risk-based internal audit norms for large urban cooperative banks (UCBs) and 

non-banking financial companies (NBFCs), as part of measures aimed at 

improving governance and assurance functions at supervised entities. 

2. The RBI also moved to harmonise the guidelines on the appointment of 

statutory auditors for commercial banks, UCBs and NBFCs in order to 

improve the quality of financial reporting. 

3. RBI had decided to put in place transparent criteria for the declaration of 

dividends by different categories of NBFCs. 

4. According to RBI, Financial sector entities like banks and NBFCs should give 

the highest priority to the quality of governance, risk management and internal 

controls. They are the first line of defence in matters relating to financial sector 

stability. 

Mains: 

What are NBFCs? How are they different from banks? Discuss the importance of 

good governance for financial sector stability. Suggest what measures need to be 

taken to resolve the same? 


