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

High street Indian banks are riding the blockchain wave for
efficiency

Some of the large Indian banks already use blockchain and the technology is now finding
buyers among all high-street lenders that are seeking to thwart competition from fintech
firms.  
 
Blockchain is like the “Whatsapp highway for payments,” says Navin Gupta, managing
director, Southeast Asia, the Middle East & North Africa, Ripple, a global blockchain firm.
Just like messages on Whatsapp, transactions on its platform are encrypted and can only
be seen peer-to-peer.  
 
Ripple recently partnered with Kotak Mahindra Bank to provide near-instant cross-border
remittances.  
 
Right now, remittances take anywhere between half a day and three days to execute, depending on the mode of transfer. Deepak
Sharma, chief digital technology officer at Kotak Mahindra Bank, estimates that costs too will reduce by 10-40%. Unlike NBFCs abroad,
Ripple doesn’t make use of cryptocurrencies, since the Reserve Bank of India (RBI) has banned it.  
 
It’s an important caveat, because cryptocurrencies were what enabled NBFCs to corner the remittances market that is touted to be
worth $616 billion in 2018, according to World Bank. NBFCs, which do not have huge reserves of fiat currencies, made use of
cryptocurrencies that would then be converted to make remittances possible. “Bankers were losing to fintech companies, who could
provide much faster remittances,” says Ripple’s Gupta.  

ANJALI VENUGOPALAN

RELATED COMPANIES EXPAND

Kotak Ma

Infosys

ICICI bank

11:57 AM | 08 AUG

MARKET STATS
LIVE

Search for News, Stock Quotes & NAV's

https://economictimes.indiatimes.com/
https://economictimes.indiatimes.com/
https://economictimes.indiatimes.com/industry
https://economictimes.indiatimes.com/industry/banking/finance
https://economictimes.indiatimes.com/indices/sensex_30_companies
https://economictimes.indiatimes.com/indices/sensex_30_companies
https://economictimes.indiatimes.com/indices/sensex_30_companies
https://economictimes.indiatimes.com/indices/nifty_50_companies
https://economictimes.indiatimes.com/indices/nifty_50_companies
https://economictimes.indiatimes.com/indices/nifty_50_companies
https://economictimes.indiatimes.com/commoditysummary/symbol-GOLD.cms
https://economictimes.indiatimes.com/commoditysummary/symbol-GOLD.cms
https://economictimes.indiatimes.com/commoditysummary/symbol-GOLD.cms
https://economictimes.indiatimes.com/markets/forex
https://economictimes.indiatimes.com/markets/forex
https://economictimes.indiatimes.com/markets/forex
http://etportfolio.economictimes.indiatimes.com/DashBoard.htm?lang=TAM
javascript:;
https://economictimes.indiatimes.com/news/economy/policy/the-end-of-five-year-plans-all-you-need-to-know-about-this-big-policy-change/articleshow/58162236.cms
https://economictimes.indiatimes.com/topic/Kotak-Mahindra-Bank
https://economictimes.indiatimes.com/topic/World-Bank
https://economictimes.indiatimes.com/kotak-mahindra-bank-ltd/stocks/companyid-12161.cms
https://economictimes.indiatimes.com/infosys-ltd/stocks/companyid-10960.cms
https://economictimes.indiatimes.com/icici-bank-ltd/stocks/companyid-9194.cms
https://economictimes.indiatimes.com/marketstats.cms


 
“We are expecting newer corridors in APAC and Africa to be able to leverage this network and push for small value payments, which
were not costeffective earlier,” says Sharma.  
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In India, Ripple has partnered with Axis Bank, Yes Bank and IndusInd. These banks will be able to offer payments with 100-odd banks
that are also using the Ripple platform.  
 
The other big advantage blockchain has is that it is decentralised. Instead of having a single place where data is stored, “hashed” files
are created and stored on several different “nodes”, which can be hosted in any number of places, like with banks themselves.  
 
“Blockchain is taking off because it dramatically reduces the cost of coordination,” says Raunaq Vaisoha, co-founder and CEO of
blockchain company Elemential.  
 
Elemential, which makes app servers for blockchains, recently partnered with the Central KYC (C-KYC) registry to transfer data on to
the blockchain.  
 
In 2015, Sebi mandated that all KYC information from various KYC registration agencies (KRAs) in India must be held on the C-KYC
registry. But the problem was that these KRAs couldn’t communicate with each other easily, or fast.  
 
Vaisoha estimates it took 18 days for one person’s KYC information to travel across all KRAs. And having a single KYC registry meant
that the number of requests it could handle were limited. The costs of backup were also massive.  
 
What about privacy and security concerns? To access the hash from these nodes, a “private key” (a sort of password) is needed. Every
time a request is made using this key, the NSE gets to know, because that data get recorded on the blockchain. This creates an audit
trail through which potential illegal downloads of data can be flagged.  
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The hash can’t be tampered with because blockchain works on the principle that information that is consistent across a majority of
nodes is the only one that is accepted. To tamper with data, more than half of the nodes would have to be compromised.  
 
BANKCHAIN  
Right now, there are several hundred blockchains existing across the world. Think of these as different operating systems like Android
and iOS. Firms like Primechain step in to make communication between these blockchains possible. Primechain operates Bankchain, a
group of 37 banks in India and the Middle East that can license Primechain’s API (application program interface) and applications.  
 
These blockchain applications are used for everything from cross-border remittances to vendor on-boarding, to KYC. It is also used for
managing NPAs and selling stressed assets among banks.  
 
FINACLE TRADE CONNECT  
B Madhivanan, chief digital technology officer at ICICI Bank, says that trade is an area where blockchain has huge potential.
International trade payments are currently time-consuming and labour-intensive. The main “pain point” is ensuring authenticity of
documents like letters of credit. By using blockchain, the process not only goes digital, but payments also have a guarantee of not
getting stuck.  
 
Unlike current digital payment methods like e-wallets, where a wrong payment can take a few days to get reversed, blockchain
eliminates an intermediary and ensures that the money either goes straight to the receiver, or stays in the sender’s account.  
 
Infosys has partnered with ICICI Bank and several other lenders, including Axis Bank, Yes Bank and Kotak Mahindra Bank, to develop a
blockchain network for trade called Finacle Trade Connect. The platform will be able to “amplify the existing messaging infrastructure
such as SWIFT,” Rajasekhara V Maiya, vice president of Infosys Finacle, told ET in an email. “Eventually, if all stakeholders agree, it can
replace SWIFT.”  
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