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Retail inflation cooled Rural inflation eased to The decline was
to anew low in over 6 1.72% in June, down primarily driven by food
years to 2.1% in June. from 2.59% in the inflation turning
previous month, while negative at -1.06%, led
urban inflation also, by lower prices of
declined to 2.56% from pulses, vegetables,
3.12%. fruits, cereals, sugar,
and eggs.

Further rate cuts?

- The Reserve Bank of India surprised markets with a 50 bps rate cutin
June, signalling a proactive stance to support growth amid softening
inflation trends.

- By moving from an ‘Accommodative’ to ‘Neutral’ stance, RBI has adopted
a data-dependent approach, allowing room to respond to evolving
economic conditions without committing to further easing.

- A 25 bps rate cut remains possible later this year, depending on inflation
and growth data, with rate hikes unlikely before March 2027.

Way Ahead

- Liquidity remains ample despite RBIl's minor interventions. Bond yields are
expected to stay range-bound, with rising interest in long-duration bonds
(~7% yield).

- Debt markets are likely to remain stable through July, supported by clear
monetary direction, sufficient liquidity, and no major disruptions expected.

- Investment Strategy by Horizon
- 1-month: Liquid funds
- 3-month: Money market funds
- Medium-to-long term: Banking & PSU funds

Source: RBI, Internal

Disclaimer

This document should not be treated as endorsement of the views/opinions or as an investment advice. This document should not be construed as
aresearch report or arecommendation to buy or sell any security. This document alone is not sufficient and should not be used for the development
orimplementation of an investment strategy. The recipient should note and understand that the information provided above may not contain all the
material aspects relevant for making an investment decision. The decision of the Investment Manager may not always be profitable; as such
decisions are based on the prevailing market conditions and the understanding of the Investment Manager. Actual market movements may vary
from the anticipated trends. Neither Bajaj Finserv Mutual Fund / Bajaj Finserv Mutual Fund Trustee Limited / Bajaj Finserv Asset Management
Limited nor its Directors or employees shall be liable for any damages whether direct or indirect, incidental, punitive special or consequential
including lost revenue or lost profits that may arise from or in connection with the use of the information. Investors are advised to consult their own
investment advisor before making any investment decision in light of their risk appetite, investment goals and horizon. This information is subject
to change without any prior notice.

Mutual Fund investments are subject to market risks, read all scheme related documents carefully.
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