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But for Rupee Fall,

External Debt would
have been $30b

Not Much Scope for
Fiscal Stimulus,
says Central Bank
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THEREGULATOR to inspect all NBFCs and banks together to understand intra-and
inter-group transactions; to conduct on-site examination and off-site surveillance

Systemically Important NBFCs to
Come Under Tighter RBI Scrutiny

Our Bureauv

Mumbai: About 275 systemically
important non-bank lenders,
which would include entities
from the Shriram Group and the
Baja) twins, will face tighter cen-
tral bank scrutiny, particularly
on their interlinkages with com-
mercial banks, as Mint Road se-
eKs to ensure greater stability in
India’s credit

will make concerted efforts this
year to strengthen supervision of
NBFCs. As part of the process,
RBI will conduct an on-site ex-
amination and off-site surveillan-
ce, and examine market intelli-
gence and annual certificates re-
celved from statutory auditors.

It will inspect all NBFCs and
banks together to understand in-
tra- and inter-group transactions
and get a holistic view of NBFCs

that have other

landscape. NBFCs and banks
Togetnor_inese RBI Annual in th samo growp

saccount for FY willstrengthen
85% of the total as- Report 19 monitoring of core

sets in the sector,
and are at the forefront of ensu-
ring last-mile credit to Indians
buying television sets, air condi-
tioners, home gadgets, or cars.
NBFCs constitute around 12% of
the total assets inthebankingand
non-bankingspace.

The Reserve Bank of India (RBT)

investment compa-
nies, which tap funds from the
market and invest in or lend to
groupcompanies.
“Tounderstand thesystemiclin-
kage between banks and NBFCs,
and their interconnectedness,
certain functions of supervisory
departments are proposed to be

integrated to enable holistic un-
derstanding of systemic risks,
linkages, contagion and risk bu-
ild-upacrossentities,” RBIsaidin
itsannual report.

There are 276 deposit-taking
NBFCs with asset size of more
than 2500 crore that face greater
on-site and off-site monitoring,
and together they account for
85% of the sector’s asset size. To

RECORD BOND INTEREST INCOME, REVISED FOREX VALUATION HELP

RBI Profits More than Double in FY19

Earnssurplus of
Z1.23Lcrdeploying
its assets from

Z41L crbalance sheet

Our Bureau

Mumbai: Reserve Bank of India's
proflts, or surplus income, more
than doubled in the financial year
ended June on the back of interest
income from record bond purcha-
ses under open market operations
(OMO) and revised valuation of fo-
reigncurrency assets.

The central bank earned a sur-
plus of 71.23 lakh crore deploying
its assets from a balance sheet

‘worth z41 lakh crore during FY19,
accordingto its annual report rele-
asedon Thursday.

This helped the central bank
transfer a recordz1.76 lakh crore to
the government as transfer of sur-
plus for FY'19, including 752,637
crorefrom its contingency fund.

This is unusually high transfer
compared to an average of around
750,000 crore transferred by RBI
over thelast siX years.

Market analysts attributed the
central bank’s exceptional perfor-
mance to its record OMO purcha-
ses to infuse rupee liquidity in the
markets since September 2018. RBI
is estimated to have earned=30,000
crore interest on incremental
bonds on its books.

Besides, the central bank also
changed its methodology of calcu-
lating the value of the foreign cur-

rency assets to the average cost of
purchases of the dollars, which
helped itearnan additionalz21,000
crore interms of valuation gains.

REI transferred part of its con-
tingency fundas surplustothe go-
vernment as per the recommen-
dation of a committee headed by
former RBIgovernor BimalJalan
that looked into the economic ca-
pital framework for transfer of
reserves from RBI. This risk pro-
visioning made primarily from
retained earnings is cumulative-
ly referred to as the Contingent
Risk Buffer (CRB) and has been
recommended to be maintained
within a range of 55%-6.5% of
RBI's balance sheet.

The balance in the contingency
fund as of June 30, 2019 stood at
71,96,344 crore, lower by 735,764 cTo-
re,ar15%, frome2,32,108 crore as of

‘weed out non-compliant or weak
NBFCs, RBI has cancelled regi-
strations of 1,604 non-banks for
non-fulfilment of the criterion of
the minimum net owned fund re-
quirementof z2crore.

RBI said that the emergence of
stress following isolated butlarge
credit events and a wider percep-
tion of liquidity shortages revea-
led the degree of interconnected-
ness in the financial system and
the systemic ramifications.

In the 1ast nine months, RBI has
worked toward harmonising re-
gulations for various categories
of NBFCs, revising norms on li-
quidity risk management and
risk weights.

It has also sought to bring all go-
vernment-owned non-deposit ta-
king systemically important
NBFCs,and government-owned de-
posit taking NBFCs under theregu-
lator’s onsite inspection fram-
ework and off-site surveillance.

June 30, 2018.

Thecentral bank’scurrency and
gold revaluation reserves also
dipped to 26.6 1akh crore as of Ju-
ne 2019 fromz6.9 1lakh crore a year
earlier. This is despite a rise in
gold reserves.

RBI bought 51.93 tonnes of gold
last year, raising its total holdings
0 618.16 tonnes, according to itsan-
nual report. The addition to the
central bank’s gold reserves is the
most since it bought 200 tonnes
from the International Monetary
Fund in 2009-10.

Global gold prices have surged
20% this year and rallied to thehig-
hest level to since 2013 triggered by
a trade war between the US and
China. The value of gold in RBIre-
servesas of end June 2019 was peg-
ged at $23 billion, up $1.6 billion
over the previous week's levels.

SMART
INVESTING

Unexpected
Fall in Global

Prices to Hurt
> Indian Steel
$\ Makers in Q2

FOR QUICKER TRANSMISSION OF POLICY RATE CUTS

Increased Focus
on Liquidity
Management

Stress on forecasting
framework, estimation
of currency in
circulation and overall
operational aspects

Our Bureau

Kolkata: The Reserve Bank of
India (RBI) would focus on ligui-
dity management this year to
help achieve quicker transmis-
sion of policy rate cuts to the end
user, even as it seeks to balance
flows through various categories
of lenders in an increasingly in-
terlinked credit ecosystem.

Mint Road must solve the riddle
on transmission: While rates have
risen more quickly than policy ra-
tes did in an upcycle, the decline in
end-user credit rates has been far
slower than the pace at which RBI
slashed benchmark rates.

Mint Road has lowered policy
rates by 110 basis points since Fe-
bruary. Initially, banks were re-
luctant to transmit the cuts to
end borrowers and market wat-
chers suggested tightness in 1i-
quidity was one of the reasons,
apart from the stickiness in de-
positrates.

RBI has ensured sufficient liqui-
dity flow into the interbank sy-
stem since then, prompting bank
chiefs to make rates softer than be-
fore. In response to RBT's rate cuts
andoral persuasion, banks have so
far lowered interest rates by about
40 basis points on an average, whi-
le rate cuts remained asymmetric
ACTOSS Sectors.

The monetary policy regulator
said it would focus on refining the
liquidity forecasting framework,
sharpening the estimation of cur-
rency in circulation at variousfre-
gquencies and an overall reviewing
of operational aspects of the liqui-

Liquidity Push
RBITD @Xamine | In 2018-15,
secoralcreait | it appilea

Intotal, 76.4 lakh crore @
was Injected, while A
742.8 lakh crore

Was absorbed through

reverse repos

The cenitral Dank also conducted
a5 many as 27 open market

purchase operations, for
23 IaKn Cr, Its highest In any year

dity management framework, in-
cluding aspectsrelating to structu-
ral liquidity balance and distribu-
tional asymmetry in Hquidity.

In parallel, RBI would examine
the sectoral credit flow trends to
address the sector-wise variations
in monetary transmission. So far,
‘banks have transmitted the softer
policy rates the most for home loan
‘borrowers, while other segments
werenot equally privileged.

The primary objective of liqui-
dity management is to align the
WACR (weighted average call ra-
te) with the policy repo rate. Du-
ring 2018-19, the WACR generally
traded below the policy repo rate
until January 2019, but hardened
intermittently thereafterandspi-
ked in the year-end. During the
first quarter, the WACR showed
two-way movements around the
policy reporate.

In 201819, the monetary policy
makKer applied multiple tools to
manage both frictional and du-
rableliguidity. Intotal, Rs6.41akh
crore was injected, while Rs 42.8
lakh crore was absorbed through
reverse repos. RBI also conduc-
ted as many as 27 open market
purchase operations, aggrega-
ting about Rs 31akh crore during
the year, its highest inany year.

FRESH HEADACHE FOR BANKING SYSTEM

Counterfeits of Newz500
Currency Notes Surge 121%

Number of fake%2,000
notes grows 21.9%

Our Bureau

Mumbai: Currency counterfeiters seem
tobe figuring out waysto fake the new cur-
rency notes of 2200, 7500 and 72,000 which
were introduced by the government after
demonetisation, as the latest Reserve
Bankof Indiadatashow significantspikes
incases of duplicationof these notes.

Counterfeit notes in the new design of
7500, which was introduced in 2017, in-
creased by 121%, while for 22,000, it in-
creased by 21.9 % during 2018-19 from the
previous flscal, as per data sourced
from RBI's annual report 2018-19. The
7200 denomination, which was introdu-
ced in August 2017, saw 12,728 counterfe-
it notes being detected up from 79 du-
ringthe previous year.

In the same period, the incremental in-
crease in circulation of 500 and 22,000
noteswere just18% and21% ,respective-
1y, data from the report show, indicating
that the increase in circulation of coun-

terfeited notes is not just a factor of in-
creased volumeof the usage of thenote.

Evenas RBIdata suggestthat the older
notes of the same denominations were
more prone to counterfeits, the incre-
mental increase in duplication of the
new notes may pose headache to the
banking system as counterfeiters seem

5 Crorepieces.

t0 be developing new ways to create fa-
kes of these notes brought into circula-
tion freshly.

“During2018-19, outof the total Fake In-
dian Currency Notes (FICNs)detected in
the banking sector, 5.6% were detected at
the RBIand 94.4% were detected by other
banks,” as per the report released on
Thursday.

The new currencies were brought into
circulation by the RBI ina phased manner
to weed out the old currency notes, which
were said to be more prone to counterfei-
ting, in the immediate aftermath of demo-
netisation in November 2016.

While the new 2,000 currency notes
slightly decreased to 329 crore pieces
from 336 crore in the previous fiscal, for
©500, the overall volume increased to 2,151
crore pleces in fiscal 2019 against 1,546

In value terms, the share of z500 and
©2,000 banknotes accounted for 82.2% of
the total value of banknotes in circula-
tion at end-March 2019, up from 80.2% at
end-March 2018, RBI indicated in the re-
port. “There was a sharp increase in the
value of 500 bank notes in circulation —
from 42.9% to 51.0% over the year,” the
central bank said.

Tradersrolled over more of their short positions into September F&O series;
Analysts expect Nifty's upside to be capped at 11,200-11,250 levels

Rollover Numbers Indicate Weak
Sentiment will Continue in Sept

Sanam.Mirchandani@timesgroup.com

Mumbai: Traders rolled over more of
their short positions into the September
series oncontinued concerns over econo-
mic slowdown in India and globally and
US-China trade tensions, which trumped
the measures announced by the govern-
ment last week to boost liquidity and
withdrawalof thecontroversialsurchar-
ge on FPIs registered as trusts.

Nifty ended the Augustseries withafall
of 2.7% - the third consecutive series
where the index has ended in the red -
and the Bank Nifty fell 6% during the se-
ries. Nifty Metal index was the worst per-
former among sector indices on the NSE,
with decline of 16% followed by Nifty
PSU Bank index, Nifty Media and Bank
Nifty that fell 6-13% in the series.

Sensex ended down 382.91 points or 1%
at 37,068.93 and Nifty ended down 97.80
points or 0.9% at10,948.30 on Thursday.

Market-widerolloversin percentage

Brokers Get More
Timeto Square off
Partly-paid Shares

Sebi has extended the deadline for
squaringoffall client trades that have
not been fully paid by onemonth The
new deadline for complying the Sebi
guidelines is September 30, 2019.
“Following representations from stock
exchangesaswell as market partici-
pants, ithasbeendecided that effective
deadline for implementation of guideli-
nes... shall be extended by onemonth,”
said the Sebi circular ET on Thursday
reported brokers mustunwind stock
positions worthz2,500-3,000 crorein
twodays to comply Sebi's earlier dead-
line.- Our Bureau

terms were higher than average be-
cause most stocks came into physical
settlement. But Nifty rolloversat62%
as per provisional data were lower
than the three-month average of 76%,
saidanalysts.

“Theroll cost came down to aslow as 38-
40 bps compared to average of 50-55 bps
on average as short side aggression was
high. Nifty rollover is also lower than the
three-month average,” sald Yogesh Rad-
ke, head of alternative and quantitative
research at Edelwelss Securities.

“We have a cautious view on the mar-
Ket in the September series and we ex-
pect 11,200 — the 200-DMA for the Nifty -
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to be the resistance level,” said Radke.
“We need to see if the index sustains
above that level. We see the Nifty fin-
ding support at 10,585, which is the
swinglow of February 2019."

Tepid corporate earnings exacerbated
the market woes in the August series.
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