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Banks see liquidity stress on cards as digital payment
subsidy kicks in
BY PRATIK BHAKTA, ET BUREAU | JAN 29, 2018, 08.28 AM IST [ Post a Comment

BENGALURU: The government's decision to subsidise digital payments below Rs 2,000 is
cumulating problems for banks in the merchant-acquiring business. With the subsidy

amount expected to be released after three months and the charges for issuing banks and
card schemes to be paid monthly, acquiring banks are trying to find out ways to reduce the liquidity stress that they will have to face.

Big Change:
The end of Five-Year Plans: All you need to know

While various suggestions are doing the rounds, bankers say that if issuing banks could push the billing for digital transactions by three
months, then acquiring banks could release the payment at the same time as they received the subsidy amount, thereby reducing
challenges.

"There is a need to figure out a solution to this issue else there will be a major stress on the merchant acquiring business for banks as
well as for payment companies who are acquiring merchants independently," said a seniorbanker with a private sector bank. Merchant

discount rate, or MDR, is the charge that a merchant needs to shell out against every digital transaction.

A share of the charge goes to the bank whose debit or credit card is used for a digital payment, another to the various card schemes,
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and the remaining to the entity deploying the PoS devices at merchant outlets. While bankers agree with the intention of the government
to subsidise digital payments to push small-value retail transactions from cash to digital, they say that challenges for smooth
implementation are aplenty.

"l don't think the government has made any progress to finalise the process on digital payment subsidy row through which the subsidy
will be released and | believe it will take more time to do that," said the chief executive of a Mumbai-based payments company.

Pushing the timeline for issuing banks to charge acquiring entities by three months is a process easier said than done as it would require
major changes in the infrastructure of the card schemes as well. Card schemes like Visa and Mastercard, mostly international
companies, are not in a position to bring those changes quickly.
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Another section of the industry believes that there is a serious need to relook into the manner in which MDR gets split between the
acquiring entity and the issuing entity. "Why should issuing banks get the lion's share of the MDR? The problem is not about issuing new
cards but acquiring more merchants and acquirers need to be incentivised," said one of the people quoted above.

Bankers say the new guidelines around MDR will be a severe challenge for fresh entrants into the digital payments business as they will
be discouraged by the skewed cost structure. "l still feel it would have been better if they would have kept the MDR similar to the one
under UPI. The latest rates have created entry barriers for new players in the payments space," said another banker on the condition of
anonymity.

After demonetisation, the government's efforts to digitise payments have been severely handicapped by the prickly issue of cost of
transaction. Now with the subsidy amount being declared and the final modalities yet to be decided, the challenges staring at the
industry are aplenty.


https://ade.clmbtech.com/evnt/click.htm?r=ODBjYzk2ZjMtNTg0OC00YjFhLWIzODUtYjU1MGExNDdmN2I5LTEwb3c5OjIwODYzMDphbGwsNXE2LDluajoxOTMwNzAzMzoyOjI4NDAyOTk6MjAyMDo6OjAuMDowOjE6MTozMTI1MjowOjo6MjoxMTcuMTk3LjE4OC4yNDA6TW96aWxsYS81LjAgKFdpbmRvd3MgTlQgMTAuMDsgV2luNjQ7IHg2NCkgQXBwbGVXZWJLaXQvNTM3LjM2IChLSFRNTCwgbGlrZSBHZWNrbykgQ2hyb21lLzYzLjAuMzIzOS4xMzIgU2FmYXJpLzUzNy4zNjo6NDAwLjA6MDowOjoxNzoxOjA6MDo0Ojo6MTUxNzIyOTI3OTY5MjpmYWxzZQ&fpc=1f9ff9fa-7b92-46f4-a9df-070105cb13b2-10otg&i=Y521Q588i854&s=https%253A%252F%252Feconomictimes.indiatimes.com%252Findustry%252Fbanking%252Ffinance%252Fbanking%252Fbanks-see-liquidity-stress-on-cards-as-digital-payment-subsidy-kicks-in%252Fprintarticle%252F62688801.cms&u=https%3A%2F%2Fwww.etinsure.com%2Fhealth-tax-saving%3Futm_source%3Dctn_desktop_health%26utm_medium%3DCTN
https://ade.clmbtech.com/evnt/click.htm?r=ODBjYzk2ZjMtNTg0OC00YjFhLWIzODUtYjU1MGExNDdmN2I5LTEwb3c5OjIwODYzMDphbGwsNXE2LDluajoxOTMwNzAzMzoyOjI4NDAyOTk6MjAyMDo6OjAuMDowOjE6MTozMTI1MjowOjo6MjoxMTcuMTk3LjE4OC4yNDA6TW96aWxsYS81LjAgKFdpbmRvd3MgTlQgMTAuMDsgV2luNjQ7IHg2NCkgQXBwbGVXZWJLaXQvNTM3LjM2IChLSFRNTCwgbGlrZSBHZWNrbykgQ2hyb21lLzYzLjAuMzIzOS4xMzIgU2FmYXJpLzUzNy4zNjo6NDAwLjA6MDowOjoxNzoxOjA6MDo0Ojo6MTUxNzIyOTI3OTY5MjpmYWxzZQ&fpc=1f9ff9fa-7b92-46f4-a9df-070105cb13b2-10otg&i=Y521Q588i854&s=https%253A%252F%252Feconomictimes.indiatimes.com%252Findustry%252Fbanking%252Ffinance%252Fbanking%252Fbanks-see-liquidity-stress-on-cards-as-digital-payment-subsidy-kicks-in%252Fprintarticle%252F62688801.cms&u=https%3A%2F%2Fwww.etinsure.com%2Fhealth-tax-saving%3Futm_source%3Dctn_desktop_health%26utm_medium%3DCTN
https://ade.clmbtech.com/evnt/click.htm?r=ODBjYzk2ZjMtNTg0OC00YjFhLWIzODUtYjU1MGExNDdmN2I5LTEwb3c5OjIwODYzMDphbGwsNXE2LDluajoxNTc5NTAzMDoxOjE2NDQzMjM6MjAyMDo6OjIuMDM6MDoxOjE6Mzc5NjQ6MDo6OjI6MTE3LjE5Ny4xODguMjQwOk1vemlsbGEvNS4wIChXaW5kb3dzIE5UIDEwLjA7IFdpbjY0OyB4NjQpIEFwcGxlV2ViS2l0LzUzNy4zNiAoS0hUTUwsIGxpa2UgR2Vja28pIENocm9tZS82My4wLjMyMzkuMTMyIFNhZmFyaS81MzcuMzY6OjAuMDowOjA6MjUzMS0xOjE2OjE6MDowOjQ6OjoxNTE3MjI5Mjc5NjkyOmZhbHNl&fpc=1f9ff9fa-7b92-46f4-a9df-070105cb13b2-10otg&i=Y521Q588i854&s=https%253A%252F%252Feconomictimes.indiatimes.com%252Findustry%252Fbanking%252Ffinance%252Fbanking%252Fbanks-see-liquidity-stress-on-cards-as-digital-payment-subsidy-kicks-in%252Fprintarticle%252F62688801.cms&u=http%3A%2F%2Fwww.custom-trackx.com%2Fd94d48be-10ee-4e90-9148-2998eacfd572%3Fadid%3Ddiet6
https://ade.clmbtech.com/evnt/click.htm?r=ODBjYzk2ZjMtNTg0OC00YjFhLWIzODUtYjU1MGExNDdmN2I5LTEwb3c5OjIwODYzMDphbGwsNXE2LDluajoxNTc5NTAzMDoxOjE2NDQzMjM6MjAyMDo6OjIuMDM6MDoxOjE6Mzc5NjQ6MDo6OjI6MTE3LjE5Ny4xODguMjQwOk1vemlsbGEvNS4wIChXaW5kb3dzIE5UIDEwLjA7IFdpbjY0OyB4NjQpIEFwcGxlV2ViS2l0LzUzNy4zNiAoS0hUTUwsIGxpa2UgR2Vja28pIENocm9tZS82My4wLjMyMzkuMTMyIFNhZmFyaS81MzcuMzY6OjAuMDowOjA6MjUzMS0xOjE2OjE6MDowOjQ6OjoxNTE3MjI5Mjc5NjkyOmZhbHNl&fpc=1f9ff9fa-7b92-46f4-a9df-070105cb13b2-10otg&i=Y521Q588i854&s=https%253A%252F%252Feconomictimes.indiatimes.com%252Findustry%252Fbanking%252Ffinance%252Fbanking%252Fbanks-see-liquidity-stress-on-cards-as-digital-payment-subsidy-kicks-in%252Fprintarticle%252F62688801.cms&u=http%3A%2F%2Fwww.custom-trackx.com%2Fd94d48be-10ee-4e90-9148-2998eacfd572%3Fadid%3Ddiet6

Stay on top of business news with The Economic Times App. Download it Now!

Powered by

FOLLOW US

Other Times Group news sites

WWE’IEWl gslell(1s 2l | Pune Mirror | Bangalore Mirror | Ahmedabad Mirror |
ItsMyAscent | Education Times | Brand Capital | Mumbai Mirror | Times Now |
Indiatimes | TIHR ISR | HERTY CIRH | J203 TRoeEdS | Go Green | AdAge India
| Eisamay | IGN India | NavGujarat Samay | Times of India | Samayam Tamil |
Samayam Telugu | Miss Kyra | Bombay Times | Filmipop

Living and Entertainment

Timescity| iDiva | Entertainment | Zoom | Healthmeup | Luxpresso | Gadget Reviews
Titanium & Platinum Credit Card | Online Songs | MensXP | Hotels | Travel
Destinations | Cricbuzz | Recipes | Gaana | Happytrips | Getsmartapp

Interest Network
itimes

In Case You

Gold Rate
What is Bitcoin

Budget 2018

Live Market Industry About Us

News Newsletters Create Your Own Ad

Portfolio Commodities Advertise with Us

Mobile Speed Terms of Use & Grievance Redressal
Live TV Blogs Privacy policy

Biz Listings RSS

Download it from Download it from

GOOGLE PLAY

Download it from

APP STORE Windows Store

Hot on the Web

Economic Survey | Tax Saving Investments | Income Tax Slabs | Aadhaar Card | How
to Save Income Tax | Budget Session | Income Tax | Sensex Today | Budget | Sensex |
Income Tax Calculator | Aadhaar

Services

Book print ads| Online shopping | Matrimonial | Astrology | Jobs | Tech Community |
Property | Buy car | Bikes in India | Free Classifieds | Send money to India | Used Cars
| Restaurants in Delhi | Remit to India | Buy Mobiles | Listen Songs | News |
TimesMobile | Real Estate Developers | Restaurant Deals in Delhi | Car Insurance |
Gadgets Now | Free Business Listings | CouponDunia | Remit2India | Techradar |
AliveAR | Getsmartapp App | ETMoney Finance App | Feedback | Auto

Missed It

Silver Price
H1B Visa
Aadhaar Card


https://economictimes.indiatimes.com/
https://economictimes.indiatimes.com/markets/markets/1977021501.cms
https://economictimes.indiatimes.com/newshome.cms
http://etportfolio.economictimes.indiatimes.com/DashBoard.htm
http://m.economictimes.com/
https://economictimes.indiatimes.com/et-now/videohome/4413218.cms
https://economictimes.indiatimes.com/listing?frm=HP_Wg
https://economictimes.indiatimes.com/industry/articlelist/13352306.cms
https://economictimes.indiatimes.com/subscription.cms
https://economictimes.indiatimes.com/commodities.cms
http://speed.economictimes.indiatimes.com/
http://blogs.economictimes.indiatimes.com/
https://economictimes.indiatimes.com/rss.cms
http://www.timesinternet.in/
https://www.ads.timesinternet.in/expresso/selfservice/loginSelfService.htm
http://advertise.indiatimes.com/
http://www.indiatimes.com/termsandcondition
http://www.indiatimes.com/privacypolicy
https://www.facebook.com/EconomicTimes
https://twitter.com/economictimes
https://plus.google.com/+TheEconomicTimes/
https://economictimes.indiatimes.com/rss.cms
http://itunes.apple.com/us/app/the-economic-times/id474766725?ls=1&t=8apple.com/us
http://itunes.apple.com/us/app/the-economic-times/id474766725?ls=1&mt=8
https://market.android.com/details?id=com.et.reader.activities
https://market.android.com/details?id=com.et.reader.activities
http://www.windowsphone.com/en-US/apps/d73c2150-6acf-445b-b810-19a004b5d3e8
http://www.windowsphone.com/en-US/apps/d73c2150-6acf-445b-b810-19a004b5d3e8
https://economictimes.indiatimes.com/commoditysummary/symbol-GOLD.cms
https://economictimes.indiatimes.com/commoditysummary/symbol-SILVER.cms
https://economictimes.indiatimes.com/markets/stocks/news/what-is-bitcoin-and-how-does-it-work/articleshow/60701874.cms
https://economictimes.indiatimes.com/topic/H1B-visa
https://economictimes.indiatimes.com/budget2018
https://economictimes.indiatimes.com/topic/Aadhaar-card
http://hindi.economictimes.indiatimes.com/
http://gujarati.economictimes.indiatimes.com/
http://www.punemirror.in/
http://www.bangaloremirror.com/
http://www.ahmedabadmirror.com/
http://www.itsmyascent.com/
http://www.educationtimes.com/
http://brandcapital.co.in/
http://www.mumbaimirror.com/
http://www.timesnow.tv/
http://www.indiatimes.com/
http://navbharattimes.indiatimes.com/
http://maharashtratimes.indiatimes.com/
http://vijaykarnataka.indiatimes.com/
http://gogreenindia.co.in/
http://www.adageindia.in/
http://eisamay.indiatimes.com/
http://in.ign.com/
http://navgujaratsamay.indiatimes.com/
http://timesofindia.indiatimes.com/
http://tamil.samayam.com/
http://telugu.samayam.com/
http://www.misskyra.com/
http://www.bombaytimes.com/
https://www.filmipop.com/
http://timescity.com/
http://idiva.com/
http://timesofindia.indiatimes.com/entertainment
http://www.zoomtv.in/
http://healthmeup.com/
http://luxpresso.com/
http://www.gadgetreview.com/
http://www.hdfcbank.timescard.com/
http://gaana.com/newrelease/
http://mensxp.com/
http://www.happytrips.com/hotels
http://www.happytrips.com/guides
http://cricbuzz.com/
http://recipes.timesofindia.com/
http://gaana.com/newrelease/
http://www.happytrips.com/guides
https://www.getsmartapp.com/
http://www.itimes.com/
https://economictimes.indiatimes.com/news/politics-and-nation/budget-session-2018-economic-survey-to-be-tabled-today/articleshow/62688951.cms
https://economictimes.indiatimes.com/wealth/tax-saving-investments-fy17-18
https://economictimes.indiatimes.com/wealth/tax/budget-2017-rate-for-lowest-income-tax-slab-slashed-to-5-from-10-surcharge-of-10-on-income-above-rs-50-lakh/articleshow/62538160.cms
https://economictimes.indiatimes.com/news/economy/policy/sc-extends-deadline-for-linking-of-aadhaar-to-all-services-to-march-31/articleshow/62079035.cms
https://economictimes.indiatimes.com/wealth/tax/looking-to-save-tax-for-fy-2017-18-here-are-6-investments-with-tax-free-income/articleshow/58280728.cms
https://economictimes.indiatimes.com/news/politics-and-nation/budget-session-2018-to-begin-today-at-11-am-with-presidents-joint-address/articleshow/62689689.cms
https://economictimes.indiatimes.com/topic/Income-Tax
https://economictimes.indiatimes.com/sensex-nifty-live-today-2018-01-29/liveblog/62689051.cms
https://economictimes.indiatimes.com/budget2018
https://economictimes.indiatimes.com/indices/sensex_30_companies
https://economictimes.indiatimes.com/personal-finance/calculators/tax-impact-calculator
https://economictimes.indiatimes.com/wealth/personal-finance-news/aadhaar-everything-you-need-to-know-about-it/articleshow/60173210.cms
http://www.ads2book.com/
http://shopping.indiatimes.com/
http://www.simplymarry.com/
http://www.astrospeak.com/
http://www.timesjobs.com/
http://www.techgig.com/
http://www.magicbricks.com/
http://www.zigwheels.com/
http://www.zigwheels.com/bikes
http://www.yolist.com/
http://timesofindia.indiatimes.com/business/india-business/Send-Money-to-India-the-safe-convenient-inexpensive-way/articleshow/11079712.cms
http://www.zigwheels.com/used-car
http://timescity.com/delhi/restaurants
http://www.timesofmoney.com/remittance/jsp/home.jsp
http://www.gadgetsnow.com/mobile-phones
http://gaana.com/
https://economictimes.indiatimes.com/newshome.cms
http://www.timesmobile.in/
http://property.magicbricks.com/
http://dineout.co.in/
http://www.zigwheels.com/insurance/
http://www.gadgetsnow.com/
https://economictimes.indiatimes.com/listing?frm=HP_Wg
https://www.coupondunia.in/
https://www.remit2india.com/sendmoneytoindia/homepage.jsp
http://www.in.techradar.com/
http://www.alivear.com/
https://play.google.com/store/apps/details?id=com.getsmartapp
https://play.google.com/store/apps/details?id=com.smartspends
https://economictimes.indiatimes.com/feedback.cms
https://www.zigwheels.com/
https://economictimes.indiatimes.com/etmobileapps.cms

Bank FD Rates SBI Share Price
Infosys Share Price Sensex

Nifty Crude Qil Price

Copyright © 2018 Bennett, Coleman & Co. Ltd. All rights reserved. For reprint rights: Times Syndication Service


https://economictimes.indiatimes.com/marketstats/pid-410,sortorder-asc,sortby-tenure.cms
https://economictimes.indiatimes.com/state-bank-of-india/stocks/companyid-11984.cms
https://economictimes.indiatimes.com/infosys-ltd/stocks/companyid-10960.cms
https://economictimes.indiatimes.com/infosys-ltd/stocks/companyid-10960.cms
https://economictimes.indiatimes.com/indices/nifty_50_companies
https://economictimes.indiatimes.com/commoditysummary/symbol-CRUDEOIL.cms
http://timescontent.com/

