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RBI seel<s ncdfor overseas rupee lending
by domestic banks to neigh'nours

-Reuters
New Delhi

In a move to int.rnadonalise
the r*pee, the Raserve Barrl;
cf indja is seei;irrg approval
frcn.r rbe Centre tc ailon'dc-

ber of government-[:acked
credit lines c,r hiiateral cu:-
rencv slrap €.rrangemeflis.
"Tire objective is to reduce
<lependenr:e on such ar-
rangements and instead al-
iow comn-reicial 

.banks to
pror.icie rupee triqridiq, on
market terms," the first
sou:ce said, ciririg a co;nmu-
nication from BE1 iu April.

are conidential. Emails sent 
",.,ffi:r;t"t"# "?yr:t "'fto the F'inance Minisrry* ald pee-denominated k:ans nili

theRBlrequestingcorfinent help faciiitate traaie se.tl€-
diC not receive a- respollse, ments in rupees ali redure
Tire E-*I ha.s been tairing exftpslrre to foreigr ex-
steps to increase the use of changevoiatilir.rTireCetoe
the local currelt- in glcbal hasrecejredse',,eralrequests
trade and in"- estment. As &om filancial institutions tc
p;:l ;I lls sl;;116r: Ril rc- sLF;rJii brj a(rbi, p,oirr ii
celtiy perm',tted the. open- through rupee denominatei
irrg of rupee accounts for financing, the seco;:d source
non-residentsoutsidelnrlia, said.

Eariier this morth, Relr Inilia's experience vith
ferr repor-ted the RII has iocalcurrencypactswiththe
soughr govertment's ap- UA,E, Indonesi4 and the
proval to remo-*e the cap"on I'{aldives, as *.e11 as Special
foreign banks q'ith so-ca1led Rupee Vostro Accounts used
\''oltro acccunts bul'rng for trade vrith Sri Laai<a ald
sh.oriterm sovereign debt, Bangladesh,hasunderscored
to boost rupee-dericminated tlie need to deepen the avaii-
investment and trade. The abiliryofrupeeliquidiw.the
EBi rtdl open rhe foreign so'aicese"id. Ifimplemenred,
loa:rs in rupees onl-y for the the po1iry would marl: a ma-
rurp:se ortradc. the :cu'ce" ;ot step tor, ard integ'rating.rid ti-- rupe, :r,:o -i.'i'cbal i,r.

alcial s),stem, positionirg it
RIi"EEI.IQI]I*IT'Y as a mole r'idely accepted
Curtenth-. rupee iiq*idiry is cui-rency for inierrratio;:ai
provided in ortrer countries trade ai.'rd im/estr6ent, th€
on1,v through a limited nurn- secold sr.rruce added,

t
a,i

sourceg sard. Xlhe move ai:"rrs

to erliance the use and ac-
ceptabiliB' of the local cur-
renc-\.i1 trade.

The prcposaj, i",'hich v"'as

sent to the Finance Ministry
le:'l mcirth. sug6ests lending
E ruDaes to r:cu-resldents
--.''6..[ll.-ra'ruJ9-']lb

countries sucii as
Baagladesh, Bhutas, Nepal
and Sri Lanl<a, the sources
saiC. If successful, such ru-
pee-denominated lending
could be extended to cross-
border transactio;.rs g1oballv,
one ofthe sources said.

Accor&ng to Milistry of
Com:rerce data, 90 per cent
cf India's exports tc South
Asia s,ere to *rese four na-
tiot\s in 2424p5 (nearly $25
biilion). Currentiy, foreign
branches oflndian ba-qi(s are
resricteri to piovici-ilg loans
in fcreig*r currencies and
such loans rse exended
mai dy to lniiia;r llnr.s.

The sources dEclined to be
identiiied as tie discussions
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