
OBJECTIVES OF MONETARY POLICY OF RBI

Here we detail about the three objectives of monetary policy of Reserve Bank of India (RBI). The three objectives are:
(1) Price Stability or Control of Inflation.

Those sectors which are quite significant for the economic growth are provided with adequate availability of
credit. Thus, inflation has an adverse effect on the balance of payments. The policies of floating exchange rate
and increasing openness and globalisation of the Indian economy, adopted since , have made the exchange rate
of rupee quite volatile. If the government co-operates by controlling the populating then the monetary policy
of RBI will not only improve the economic growth by also help in the economic development of the country.
It maintains its control over financial system whenever and wherever necessary to maintain the discipline and
prudence in operations of the financial system. To Ensure more Credit for Priority Sector: Monetary policy
aims at providing more funds to priority sector by lowering interest rates for these sectors. Related posts:. It is
cheap to borrow from the central bank on the part of commercial banks. When prices start rising and there is
need to control them, the central bank sells securities. Stabilising extreme movements in the value of the rupee
in foreign exchange markets is thus viewed as a worthy goal of monetary policy. Objective 6. Therefore,
reducing current account deficit CAD to the comfortable level is not only essential for exchange rate stability
but also for controlling inflation and achieving price stability. On the other hand, due to higher prices at home
people are induced to import goods to a large extent. As on Jul, the SLR stands at  This will help in stabilising
the exchange rate of the rupee. In our country, RBI has helped the government by mobilizing savings of the
people for investment. There was a reduction of SLR from  To quote C. Change in Margin Money: The result
is that the borrowers are given less money in loans against specified securities. If the RBI tries to prevent a rise
in interest rates by buying bonds bidding up their prices and thus causing interest rates to fall, the resulting
open market purchases will cause the monetary base, i. Price stability is desirable in a developing country like
India, because a rising price level inflation creates considerable uncertainty in the economy. RBI , the apex
institute of India which monitors and regulates the monetary policy of the country, stabilize the price by
controlling inflation. This policy decides over the specified percentage of credit that is to be allocated to
priority sector and small borrowers. To Develop Infrastructure: Monetary policy aims at developing
infrastructure. Objectives of the Monetary Policy of India 1. Structure of Banking Sector in India a. The
balance of payment position should also be under control for achieving economic growth.


