
                                 
 

RBI reviews minimum average maturity and hedging provisions of External 
Commercial Borrowings (ECB) Policy 

 This is in reference to paragraphs 2.4.1, 2.4.2 and 2.5 of Master Direction No.5 dated January 1, 2016 on 
“External Commercial Borrowings, Trade Credit, Borrowing and Lending in Foreign Currency by Authorised 
Dealers and Persons other than Authorised Dealers”, as amended from time to time, in terms of which certain 
eligible borrowers raising foreign currency denominated ECBs under Track I, having a minimum average 
maturity requirement of 5 years, are mandatorily required to hedge their ECB exposure fully. 
 
 The extant provisions have been reviewed and it has been decided by RBI, in consultation with the 
Government of India, to amend the following provisions of the ECB framework: 
 

 Minimum average maturity: Reduce the minimum average maturity requirement for ECBs in the 
infrastructure space raised by eligible borrowers under paragraph 2.4.2 (vi) of the aforesaid Master 
Direction from 5 years, as stipulated under paragraph 2.4.1(iv), to 3 years; and 

 
 Hedging requirements: Reduce the average maturity requirement from extant 10 years to 5 years for 

exemption from mandatory hedging provision applicable to ECBs raised by above referred eligible 
borrowers. Accordingly, the ECBs with minimum average maturity period of 3 to 5 years in the 
infrastructure space will have to meet 100% mandatory hedging requirement. Further, it is also 
clarified that ECBs falling under the aforesaid revised provision but raised prior to the date of this 
circular will not be required to mandatorily roll-over their existing hedges. 

 
All other provisions of the ECB policy remain unchanged. AD Category - I banks should bring the contents of 
this circular to the notice of their constituents and customers. The aforesaid Master Direction No. 5 dated 
January 01, 2016 is being updated to reflect the changes. The directions contained in this circular have been 
issued under section 10(4) and 11(2) of the Foreign Exchange Management Act, 1999 (42 of 1999) and are 
without prejudice to permissions / approvals, if any, required under any other law. 
 



Please contact for any query related to this mail to Ms. Surbhi Sharma, Associate Economist at 
surbhi@phdcci.in with a  cc to Dr. S P Sharma, Chief Economist at spsharma@phdcci.in of PHD Chamber of 
Commerce & Industry.  
 
Warm regards, 
 
 Dr. S P Sharma 
Chief Economist  
------------------------------------------------ 
PHD Chamber of Commerce and Industry 
PHD House, 4/2 Siri Institutional Area 
August Kranti Marg, New Delhi-110016 
Ph.: + 91-11-26863801-04, 49545454  
Fax: +91- 26855450, 49545451 
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