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Fourth Bi-monthly Monetary Policy Statement, 2016-17
Resolution of the Monetary Policy Committee (MPC), Re-
serve Bank of India On the basis of an assessment of the cur-
rent and evolving macroeconomic situation at its meeting
today, the Monetary Policy Committee (MPC) decided to:

e reduce the policy repo rate under the liquidity adjust-
ment facility (LAF) by 25 basis points from 6.5 per cent to
6.25 per cent with immediate effect.

Consequently, the reverse repo rate under the LAF stands
adjusted to 5.75 per cent, and the marginal standing facility
(MSF) rate and the Bank Rate to 6.75 per cent.

The decision of the MPC is consistent with an accom-
modative stance of monetary policy in consonance with the
objective of achieving consumer price index (CPI) inflation
at 5 per cent by Q4 of 2016-17 and the medium-term target
of 4 per cent within a band of +/- 2 per cent, while support-
ing growth.

The next meeting of the MPC is scheduled on December
6 and 7, 2016 and its resolution will be announced on De-
cember 7, 2016

Policy Rates with effect from 04 October 2016. %

POLICY REPO RATE 6.25%
REVERSE REPO RATE 5.75%
MARGINAL STANDING FACILITY RATE 6.75%
BANK RATE 6.75%
Reserve Ratios %
Cash Reserve Ratio 4.00%
Statutory Reserve Ratio 20.75%

I.IMPORTANT NEWS

Date : Oct 06, 2016 : Report of the Internal Working
Group (IWG) on Rationalisation of Branch Authorisation
Policy.

RBI placed on its website, the Report of the Internal
Working Group (IWG) on Rationalisation of Branch Authori-
sation Policy. Suggestions/comments, if any, on the recom-
mendations contained in the Report, may be sent by email
on or before November 5, 2016.

Recommendations

The thrust of the recommendations is to facilitate finan-
cial inclusion by ensuring availability of banking services in
all centers through low cost delivery channels and mapping
the footprints of various banking channels. The Group has

RBI NEWS-OCTOBER-2016

K. Vittal Shetty, kohimavittal@hotmail.com. Mobile : 9845699904

recommended a two-phased approach.

The key recommendations of the IWG are as under:

A. In the first phase, the recommendations focus on
broadening of the current framework to include all ‘banking
outlets’” which are fixed point locations and bring them on
par with branches.

i) A ‘banking outlet’ has been defined as “a fixed-point
service delivery unit, manned by either bank’s staff or its
Business Correspondent where services of acceptance of
deposits, encashment of cheques/cash withdrawal or lend-
ing of money are provided for a minimum of 4 hours per
day for at least five days a week. It carries uniform signage
with name of the bank and authorisation from it, contact
details of the controlling authorities and complaint escala-
tion mechanism. The bank should have a regular off-site and
on-site Monitoring of the ‘banking outlet’ to ensure proper
supervision, ‘uninterrupted service’ and timely addressing
of customer grievances. The working hours/days need to be
displayed prominently.”

Any other fixed point service delivery unit of the bank
which does not comply with the above prescription regard-
ing minimum working hours/days will be considered a ‘part-
time banking outlet’.

ii) Banks to open banking outlets subject to their meet-
ing the 25 per cent norm of opening banking outlets in un-
banked rural centres. An unbanked rural centre (URC) has
been redefined as a “rural (tier 5 and 6) centre that does
not have a CBS-enabled ‘banking outlet’ (including a fixed
point BC outlet) of a Scheduled Commercial Bank or a CBS-
enabled Regional Rural Bank, Local Area Bank, licensed Co-
operative Bank or any other CBS-enabled bank licensed by
the Reserve Bank for carrying out customer based banking
transactions”.

A part-time banking outlet opened in any Centre will be
counted and added to the denominator as well as numera-
tor on pro rata basis for computing the requirement as well
as compliance with the norm of opening 25% banking out-
lets in unbanked rural centres.

Date : Oct 24, 2016:- ATM/Debit Card Data Breach

National Payment Corporation of India and card network
operators to review the steps taken by various agencies to
contain the adverse fall out of certain card details alleged to
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have been compromised. It had come to the Reserve Bank’s
notice on September 8, 2016 that details of certain cards is-
sued by a few banks had been possibly compromised at Au-
tomated Teller Machines (ATMs) linked to the ATM Switch
of one of the service providers. The issue is currently being
investigated by an approved forensic auditor, under PCI-DSS
framework. The number of cards misused, as per currently
available information, is small. The Reserve Bank has urged
the cardholding bank customers that it is a good practice to
change the PIN and passwords periodically and not to share
them with anyone for any reason. It has also cautioned that
banks do not ask for card or account details from their cus-
tomers. Customers may, therefore, exercise caution and not
reveal such information to any person on phone or email.

Oct 26, 2016:- Circulation of Counterfeit (fake) Currency
Notes — Public Notice

Circulation Fake Indian Currency Notes of higher de-
nominations in the course of normal transactions, taking
advantage of the gullible and unsuspecting nature of some
members of the public.

RBI cautions the public to subject notes that are ac-
cepted to careful scrutiny. Genuine Indian Currency Notes
of higher denominations have strong counterfeit resistant
security features. The fake notes can be identified on closer
inspection. Detailed information on the security features on
the banknotes are available on our website, https://pais-
aboltahai.rbi.org.in/, and the public may familiarize them-
selves with these features and educate others also.

October 27, 2016:-Detection and Impounding of Coun-
terfeit Notes

Some unscrupulous elements are putting into circula-
tion Fake Indian Currency Notes of higher denominations in
the course of normal transactions, taking advantage of the
gullible and unsuspecting nature of some members of the
public.

2. In the wake of the above, members of public have
been requested to make it a habit of looking at the notes be-
fore accepting them in the usual course of daily transactions
and help arrest the counterfeiting of Indian banknotes.

3. In this regard please refer to the Master Circular DCM
(FNVD) No0.G-6/16.01.05/2016-17 dated July 20, 2016, re-
lating to Detection and Impounding of Counterfeit Notes
wherein banks were advised to ensure that counterfeit
notes making entry into the banking system are promptly
detected and under no circumstance, returned to the ten-
derer or reissue them. Banks were also advised that with
a view to facilitating the detection of counterfeit notes, all

bank branches / identified back offices should be equipped
with ultra-violet lamps / other appropriate banknote sort-
ing / detection machines. Further, banks should ensure that
cash receipts in the denominations of @ 100 and above are
not put into re-circulation without the notes being machine
processed for authenticity. The said instructions are appli-
cable to all bank branches, irrespective of the volume of
daily cash receipt. Any non-compliance will be construed as
violation of the Directive N0.3158/09.39.00 (Policy)/2009-
10 dated November 19, 2009 issued by the Reserve Bank.

4. Banks should also ensure that cash handling staff at
the frontline and back office are fully conversant with and
well trained about the security features of a banknote. With
a view to educating the branch staff and customers on de-
tection of counterfeit notes, information available at our
website https://paisaboltahai.rbi.org.in/ should be brought
to their attention.

5. In order to facilitate identification of people abetting
circulation of counterfeit notes, banks are advised to cover
the banking hall/area and counters under CCTV surveillance
and recording and preserve the recording.

Directions,Withdrwals,Penalties & Cancelleation of Li-
cences of Urban Co-operative Banks.

Oct 01, 2016:- Extension of directions under Section 35A
of the Banking Regulation Act, 1949 (AACS) Ajinkyatara Sa-
hakari Bank Ltd., Satara, Maharashtra.

Oct 03, 2016:- RBI extends Directions issued to Shri Sai
Urban Co-operative Bank Ltd., Mukhed Dist.Nanded, Maha-
rashtra till December 31, 2016.

Oct 05, 2016:- RBI extends validity of the Directions
issued to the Mercantile Urban Co-operative Bank Ltd.,
Meerut, Uttar Pradesh

Oct 05, 2016:- RBI extend Directions Gokul Co-operative
Urban Bank Ltd., Secunderabad till April 04, 2017

Oct 13, 2016:- RBI extend Directions Jamkhed Mer-
chants Co-operative Bank Ltd., Jamkhed, Ahmednagar, Ma-
harashtra.

Oct 14, 2016:- RBI extends validity of Directions issued
to the HCBL Co-operative Bank Ltd., Lucknow, Uttar Pradesh
till April 15, 2017.

Oct 14, 2016:- RBI issues Directions to United India Co-
operative Bank Ltd., Nagina, Bijnor, Uttar Pradesh — With-
drawal of Directions.

Oct 19, 2016:- RBI imposes penaltyof B 10.00 lakh (Ru-
pees Ten lakh only)on The Tumkur Veerashaiva Co-operative
Bank Ltd., Tumkur, Karnataka.

Source: www.rbi.org.in, For Details Please refere RBI Website
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_ CO OPERATIVE MOVEMENT IN INDIA AND ABROAD - THE ROAD AHEAD

» Satish Marathe, Formar Secreatry Indian Bank Association

...(Cntd. From Last Issue)

These mechanisms recommend that there should
be an ‘early and complete disengagement of govern-
ments from the internal affairs of Co Operatives’. The
ILO Recommendation No. 193 emphasises the need to
promote Co Operatives for sustainable development
and decent employment. While it does not advocate
complete withdrawal of Government, it recommends
an institutional framework by which the Government
registers Co Operatives as simply and efficiently and
regulates them the same way as other forms of enter-
prise, and provides a wide range of support such as hu-
man resource development, access to credit, services
for marketing, etc all without infringing the autonomy
of Co Operative.

The Co Operative sector is experiencing a renais-
sance despite many difficulties. A study of 11 countries
in Africa estimates that around seven percent of Afri-
cans are members of Co Operatives and that even in
countries where apex Co Operatives have collapsed,
such as Uganda and Rwanda, the Co Operatives have
continued to grow in large numbers.

There were only 554 Co Operatives registered in
Uganda in 1995, but now there are nearly 7500 now.
Savings and Credit Co Operatives are growing, includ-
ing non-traditional sectors such as Housing, Consumer,
Cottage industries and Distilleries. They are demand
driven, market oriented, and bypassing the old Co
Operative Unions they have favoured new networks.
Farmer Co Operatives are meeting a growing demand
of supermarkets for fresh fruit and vegetables. Coffee
marketing Co Operatives are securing higher prices by
adopting fair and transparent trade practices.

Electricity Co Operatives show that the Co Opera-
tive model can work in rural areas where the private

sector does not want to go. It is to be noted that Elec-
tricity Co Operatives in the Philippines and Bangladesh
are growing. Small Dairy Co Operatives are growing
rapidly in Eastern Europe, Latin America, and Africa.
There has been a major resurgence of marketing Co
Operatives in Ethiopia, Zambia and Honduras.

Telecommunications Co Operatives are strong in
Poland, Albania, Argentina, Bolivia. Credit Unions are
growing in many countries and extending access to
credit, savings and remittance services to the poor and
migrant workers.

In Bolivia, Co Operatives have emerged as serious
alternative to privatisation of water services for urban
consumers.

Health professionals also sometimes find it useful
to organize through a Co Operative, as in Brazil, where
the biggest Co Operative medical system in the world
has 367 local member Co Operatives operating in over
80 per cent of Brazil's counties with 98,000 doctors in
membership, serving 12 million service patients. In
Argentina, 58 per cent of rural electricity is supplied
by Co Operatives, and they are also strong in Telecom-
munications.

In the case of Tanzania, for example, after a Presi-
dential Commission analysed the problems faced by
the Co Operatives, a new Co Operative law and Bye-
laws were enacted that ensured Co Operatives being
run professionally and a process of re-elections in Co
Operatives was undertaken that ensured that ineffec-
tive and corrupt board members were removed from
management. This reform has led to strong growth in
the Savings and Credit Co Operatives and in Coffee Co
Operatives, in particular.

In another example, an Ethiopian reform process
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which began in 1997, has led to growth of Co Opera-
tives. Now more than 85 per cent of Ethiopia’s total
inputs in rural areas are distributed through Co Opera-
tives, and over 75 per cent of its coffee is exported by
Co Operatives.

Civil wars and ethnic conflicts have caused major
disruptions and destroyed Co Operative infrastructure
and social capital. Yet there is evidence that even dur-
ing conflicts Co Operatives survive. In Sri Lanka and
Nepal, they have been the only independent organi-
sations allowed by both sides in the civil war zone. In
post conflict era, Co Operatives have played a crucial
role in restoring both the economy and civil society.

In East Timor, a network of 20,000 farmers has
been formed, processing one third of the coffee for
export. In Rwanda, a credit union system was rebuilt
by the World Council of Credit Unions without regard
to ethnicity, and now there are 149 unions with nearly
400,000 members. In Bosnia Cheese Co Operatives,
and in Montenegro Dairy Co Operatives, have encour-
aged displaced refugees to return, while in El Salvador
electricity Co Operatives have boosted the local econ-
omy enabling ex-combatants to find work.

Similar stories can be told of Guatemala, Lebanon,
Azerbaijan, Serbia and Montenegro. There is also evi-
dence of Co Operatives bridging longstanding ethnic
divides; electricity Co Operatives in Bangladesh have
a common membership among the 28 million users,
and in India Dairy Co Operatives treat members of dif-
ferent castes equally.

Challenges Before Co Operatives in Developing
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Countries The preceding optimistic view has to be
tempered with awareness of the constraints that Co
Operatives in developing countries face.

A recent study of 450 Co Operatives in Tanzania and
Sri Lanka reports that Co Operatives lack access to fi-
nance and need help to expand their activities. Other
constraints include lack of new technology, training
and leadership, lack of access to markets beyond their
immediate locality and lack of knowledge about op-
portunities. Some Co Operatives are still held back
by issues like over-regulation from Governments and
poor internal governance which leads to trust deficit.
Farmer Co Operatives need assistance to improve the
quality of produce for export and Credit Co Operatives
need to be strengthened to manage risk.

Similarly, low level of participation by women is a
challenge faced by many Co Operatives, a problem that
is worse in agricultural Co Operatives. In addition, the
challenge of low level of involvement of young people
and the need for their greater participation cannot be
ignored.

Conclusion : There is a growing consensus among
international agencies about their importance. The
World Bank recognizes the role of Co Operatives in re-
vitalizing the agricultural sector and the rural economy.
In addition, an IMF survey, way back in2007 showed
that “Co Operative Banks have become important
parts of many financial systems, with attendant poten-
tial financial stability”. Co Operatives may not be the
complete solution to the world’s problems, but they
are certainly a significant part of the solution.
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