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RBI notifies banks to link medium enterprise loans to external
benchmark

This is reference to the Reserve Bank of India (RBI) circular DBR.DIR.BC.N0.14/13.03.00/2019-
20 dated September 04, 2019, in terms of which all new floating rate personal or retail loans
(housing, auto, etc.) and floating rate loans to Micro and Small Enterprises (MSEs) extended by
banks with effect from October 01, 2019 were linked to external benchmarks.

Subsequent to the introduction of an external benchmark system, the monetary policy
transmission has improved in respect of the sectors where new floating rate loans have been
linked to the external benchmarks.

With a view to further strengthening monetary policy transmission, it has now been decided
that all new floating rate loans to the Medium Enterprises extended by banks from April 01,
2020 shall be linked to the external benchmarks as indicated in the aforesaid circular. All the
other instructions as contained in the aforesaid circular remain unchanged.

Accordingly, Master Direction - Reserve Bank of India (Interest Rate on Advances) Directions,
2016 dated March 03, 2016 has also been modified.

Please find enclosed Updated Master Direction - Reserve Bank of India (Interest Rate on
Advances) Directions, 2016 for your kind reference.

Please contact for any query related to this mail to Ms Kritika Bhasin, Research Officer at
kritika.bhasin@phdcci.in with a cc to Dr S P Sharma, Chief Economist at spsharma@phdcci.in
and Ms Surbhi Sharma, Associate Economist at surbhi@phdcci.in, PHD Chamber of Commerce
& Industry.

Regards,
Dr S P Sharma
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COPYRIGHT: All rights reserved. No part of this publication/Release may be reproduced,
distributed, or transmitted in any form or by any means, without the prior written
permission of the publisher. For permission requests, write to the publisher.

DISCLAIMER: This message and its attachments contain confidential information. If you are
not the intended recipient , you are strictly prohibited to disclose, copy, distribute or take
any action in reliance on the contents of this information .E-mail transmission cannot be
guaranteed to be secure or error-free, as information could be intercepted, corrupted, lost,
destroyed, arrive late or incomplete, or contain viruses. The sender therefore does not
accept liability for any errors or omissions in the contents of this message, which arise as a
result of e-mail transmission. If verification is required please request a hard-copy version.



