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Monetary Policy e

» Monetary policy is a set of tools used by a country's central bank, like the RBI, to control interest rates and the money supply.
Its aim is to achieve macroeconomic goals such as inflation control, economic growth, and liquidity management.
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Monetary Policy Committee (MPC)

» Government-constituted body within RBI.

» Shapes monetary policy using tools like repo rate, reverse repo rate, and bank rates.

> Proposed by the Urjit Patel Committee.

» Empowered by the RBI Act, 1934.

» Conducts a minimum of 4 meetings annually.

» Comprises 6 members: 3 RBI officials and 3 government-nominated external
members.

» Chaired by the RBI Governor.

» Decisions require a simple majority (4 out of 6).

> Inflation target: 4% with upper and lower tolerance limits.

» Target period: April 1,2021, to March 31, 2026.
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