Our Bureau,
Mumbai

-TheReserve Bankof Indiaon |

Monday issued final amend-
dn'ectlons d:spensmg
the need to maintain in-
vestment fluctuation reserve
requirement for banks that
ady *'maintain. capltai
charge for market risk-

' investment portfolic
. “The IFR acts as
‘»maintained by“oanks :

onlosse

arising_ from: interest rate
movements and market
volatility.
Ina statement, the central
bark . said “the - .amended
" framework seeks to rational-
ise' IFR requirements, ‘har-
monise regulatory: instruc-
tions across regulated: enti-
ties and remove inconsisten:
czes in the emstmg reglme.

REVISED N ORMS "

- Underthe revised norms, the
RBI'has in its amended direc-
tions for commercial banks

" said with effect from May 18,
“The requirement of invest-
ment fluctuation reserve has -

- beendiscontinued.”? ., -

| The balance iri the IFR as’
of May 17 would be trans-

ferred “below the line” to the
statutory reserve, general re-
serve, or-balance of profit &
loss .account, effectively
treating the balance in the

IFR as tier-1capital. -

For a foreign bank operat-
ing in.India in branch mode,
the: balance in IFR shall-be

SoMEE

ratlonahse IFRrequ

ﬁ%’mg& The aménded framework seeksito .
ents, | harmonise regulatory i mstruct«ons

across regulated entities and remove mconststenaes REUTERS: "

transferred dlrectly m stat—

utory reserves keptii Indian
books’ or ‘remittable surplus:

retained -.in " Indiani  books
which.is' not: repatriable so

long as the bank functwns in .

India.”

~ The amendments cover a
broad set of regulatéd-entit-

ies, including commercial
banks, small finance banks,
payments banks, local area
. banks, urban co-operative
" banks, rural ' co-operative

" banks .and. regxonal rural
banks.

For the remaining regu-
lated entities, the central
bank has relaxed the compli-

ance requirement by allow- -
ingthemtomaintain the pre- -
scribed IFR ‘level only on
balance sheet dates instead:

of ona continuous basis.

. +According to the RBI, this

“move'is anned at reducmg"
 operational ' rigidity while

i

preserving " prudenid
.SafegUaI‘ds. s ::;‘-: o
PRUDENTIAL NORMS

The changes are expected to

. align prudential norms more

closely with the revised in-
vestmient : portfolio: frames
work introduced: by the RBF
inrecent years, which moved
toward a more risk-sensitive
and market-aligned-. "ap-
proach for. banks’- treasury

. portfohos. Analysts said the
easing. of IFR requirements
for banks.could free up cap-

-ital and improve flexibility in
treasury management, while -

the harmonisation: of rules
across -different - regulated
entities' may improve regu-
latoryclarityand cemphance
eﬁ"mency ot R
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