RBI board meet strikes a middle ground
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Bharat Doshi, a member in the central board of directors of the RBI, arrives for a board meeting at the central bank headquarters in Mumbai. - Reuters

MUMBAI, NOVEMBER 19
After a marathon nine-hour meeting, the Reserve Bank of India’s central board on Monday took the middle ground in a bid to defuse rising tension between the government and the central bank.

On the one hand, the board has accommodated some of the demands of the government, including setting up a committee to review the Economic Capital Framework (ECF); on the other, it allowed the central bank to

take the final decision on relaxing the Prompt Corrective Action (PCA) framework.

However, no decision was taken on issues related to easing credit flow to MSMEs.


https://www.thehindubusinessline.com/profile/author/Our-Bureau-15447/
whatsapp://send?text=https%3A%2F%2Fwww.thehindubusinessline.com%2Fmoney-and-banking%2Frbi-board-meet-underway-to-discuss-key-issues%2Farticle25537543.ece RBI%20board%20meet%20strikes%20a%20middle%20ground
mailto:?subject=RBI%20board%20meet%20strikes%20a%20middle%20ground&body=https%3A%2F%2Fwww.thehindubusinessline.com%2Fmoney-and-banking%2Frbi-board-meet-underway-to-discuss-key-issues%2Farticle25537543.ece

The board decided to constitute an expert committee to examine the ECF to determine the level of reserves the central bank should hold vis-a-vis its assets so that the excess can be transferred to the government.
This was one of the key demands of the government. The membership and terms of reference of the new committee will be jointly determined by the government and the RBI.

With regard to banks under PCA, which restricts banks’ ability to lend and expand operations, the board decided that the matter would be examined by the Board for Financial Supervision (BFS) of the RBI.
The government wants the PCA framework relaxed so that the 11 public sector banks, which are under the framework, can step up lending to support growth

The board also advised that the RBI should consider a scheme for restructuring stressed standard assets of micro, small and medium enterprise (MSME) borrowers with aggregate credit facilities of up to 225 crores.
But the demands of some of the board members, representing the government view, for easing credit flow to MSMEs, opening a separate liquidity for non-banking finance companies, and a differential capital
adequacy regime (with banks having global presence following Basel-III capital adequacy norms and purely domestic banks with relatively lower capital adequacy prescription) were not met. The RBI statement was
silent on these issues.

The meeting, which was expected to be stormy in the backdrop of government nominees and some independent directors and RBI Deputy Governor on the central board publicly airing their differences on a host of
issues, is understood to have been cordial.

The board also decided to ease capital pressure on banks by allowing them one more year to meet the Capital Conservation Buffer (CCB). This buffer is aimed at ensuring that banks build up capital buffers during non-
stress periods so that they can be drawn down when losses are incurred. The board decided to extend the transition period to implement the last tranche of 0.625 per cent under CCB, by one year — up to March 31,
2020. By March-end 2020, banks can now achieve CCB of 2.5 per cent of their risk-weighted assets.

However, the capital to risk-weighted assets ratio, which is the amount of capital banks need to hold for making loans and absorbing possible losses, has been retained at 9 per cent.
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Trump dilemma: Preserve Saudi alliance or declare prince a murderer

The Saudi assassination of a US-based journalist has put President Donald Trump in an intractable bind.Does he preserve a close US ally and accept whatever Riyadh says about the murder? Or does
he ris

Extension of time period for implementation of Basel 3 guidelines is credit negative for banks, says Moody's

The Reserve Bank of India's decision to extend the timeline for the full implementation of Basel 3 guidelines by a year is a credit negative for Indian public sector banks (PSBs), according to Moo

Sushmita Sen’s Rs 95 lakh harassment payout not taxable, rules tribunal

The case pertains to a Rs 1.50 crore contract between Coca Cola and Sen which was ended prematurely in 2003
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Each organ of the government is expected to take certain actions for the good of the country. The
organs are not individual fiefdoms to arrogate some powers they think they have. They should be
preparing papers describing the need for certain actions with certain expected results. When such
expected results of those organs are in conflict, they have to meet and discuss why they intend to
take such action and which alternative should be best for the welfare of the people. In the absence
of such meaningful discussions, the media and people that are uninformed and with juvenile
tendencies will mistake it to be a boxing match and egg the sides on.

1 Like Reply

Load more comments

TALK OF THE TOWN ()

FICC meet in Vizag from Nov 25 %1100 cr under Under PMAY's CLSS

O 2 Aramman: te DNAAV'e 1 CC 2 rammante

& le2HDFC
:’.‘ (’ FICCI women entrepreneurs disburses over HDFC disburses over 1,100 cr


https://docs.vuukle.com/privacy-and-policy/
https://vuukle.com/redirect.aspx?host=thehindubusinessline.com&uri=https://thehindubusinessline.com/news/ficci-women-entrepreneurs-meet-in-vizag-from-nov-25/article25540807.ece
https://vuukle.com/redirect.aspx?host=thehindubusinessline.com&uri=https://thehindubusinessline.com/money-and-banking/hdfc-disburses-over-1100-cr-under-pmays-clss/article25537272.ece

Vim0 oo

l#ZApple cuts
RBI boarqmeet: Ra’hul Gandhi production Appl'e cuts production orders for
?:iazs Urjit Patel, his team have orders for new MW iPhone models

iPhone models

e

G S to check GST evasion

@V' ==
Don't lose the pulse ' A Govt plans linking e-way bill
J 1 with FASTag, logistics data bank

BusinéssLine ‘

@ Vinlla

1. Comments will be moderated by The Hindu Business Line editorial team.

2. Comments that are abusive, personal, incendiary or irrelevant cannot be published.

3. Please write complete sentences. Do not type comments in all capital letters, or in all lower case letters, or using abbreviated text. (example: u cannot substitute for you, d is not 'the', n is not 'and').
4. We may remove hyperlinks within comments.

5. Please use a genuine email ID and provide your name, to avoid rejection.


https://vuukle.com/redirect.aspx?host=thehindubusinessline.com&uri=https://thehindubusinessline.com/news/ficci-women-entrepreneurs-meet-in-vizag-from-nov-25/article25540807.ece
https://vuukle.com/redirect.aspx?host=thehindubusinessline.com&uri=https://thehindubusinessline.com/money-and-banking/hdfc-disburses-over-1100-cr-under-pmays-clss/article25537272.ece
https://vuukle.com/redirect.aspx?host=thehindubusinessline.com&uri=https://thehindubusinessline.com/news/national/rahul-gandhi-rbi-board-meeting-urjit-patel-narendra-modi-congress/article25536639.ece
https://vuukle.com/redirect.aspx?host=thehindubusinessline.com&uri=https://thehindubusinessline.com/info-tech/apple-cuts-production-orders-for-new-iphone-models/article25538415.ece
https://vuukle.com/redirect.aspx?host=thehindubusinessline.com&uri=https://thehindubusinessline.com/opinion/editorial/dont-lose-the-pulse/article25540687.ece
https://vuukle.com/redirect.aspx?host=thehindubusinessline.com&uri=https://thehindubusinessline.com/economy/policy/govt-plans-linking-e-way-bill-with-fastag-logistics-data-bank-to-check-gst-evasion/article25537443.ece
https://vuukle.com/

