RBI FCNR Special Deposit Scheme
Past (2013) & Present (2026)

CANARA BANK | ECONOMIC RESEARGH VERTICAL | HEAD OFFICE
18.06.2C26€




RBI FCNR(B) Special Scheme — June 2026

RBI ANNOUNCES

NO CRR & SLR
ON FCNR(B)

USD DEPOSITS <

:
AND INDIA'S FOREX RESERVES : s
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NO CRR NO SLR MORE FUNDS ~ STRONGER FOREX
REQUIREMENT ~ REQUIREMENT  FORLENDING &  RESERVES & INR
INVESTMENTS STABILITY

EFFECTIVE FROM 1 JULY 2026 | MOBILISATION WINDOW TILL 30 SEPT 2026
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Key Highlights of RBI's Special FCNR(B)
Facility (Announced June 2026)

J Mobilization Window: Fresh 3-5 year FCNR(B)
deposits from June 8 to September 30, 2026.

J Swap Facility: RBI bears 100% hedging cost (at-
par USD-INR swap).

O Banks can swap deposits with RBI.

J Exemptions: Incremental deposits under this
scheme exempt from CRR & SLR = Banks pass
on higher rates.

J Lock-in: 1-year lock-in on deposits; swaps non-
cancellable.

] Goal: Attract $20-40 billion inflows to support
forex reserves and rupee stability (similar to
2013 scheme).
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What are the Other Supportive Measures ?
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Shoring up INR | RBI's June 2026 support measures can be meaningful

Expand govermment
securnties available for

investment

0
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Removal of taxes on capital
gains and interest income
on government securities

=
B y$

Increased investment
options for MNRIs

v
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Concessional FX swap

facility on ECBs by P5Us

Fully subsidising FX hedging
costs for fresh FCHNR(B)

5 deposits

Reverting to previous UISD

expart proceed repatriation
timing

QR-M

- Expanded the universe of secunties under the Fully Accessible Route (FAR) by
including all new issuances of 15-, 30- and 40-year tenor securities (G-secs)

- Remowved limits on FPI investment under the General Route pertaining to
short-term investrment, concentration and indvidual securities

- India's government announced the remowval of taxes on capital gains and
interest income for foreign institutional investors on government securities, and
applicable retrospectively from 1 Apnl 2026

- Increased investment limits by Mon-Resident Indians in equity instruments
traded on the stock rmarket without SEBI registration have been increased

- RBIl is providing a concessional FX swap facility to incentivise ECBs (External
Commercial Bormowing) by P5Us (Public Sector Undertakings) until 20th
September 2026

- RBI will bear the full FX hedging cost to raise fresh 3-5 year FCMR(B) (Foreign
Currency Non Resident) deposits till 30th September 2026.

- The time for realisation of UsSD export proceeds has been restored to 9
months from the previous temporary extension of 15 months.
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Source: RBI June 2026 Governor's Statement, MUFG GMR



Scenario Analysis For FX Inflow : Ho1el 3 Canara Bank <A

RBI FCNR(B) Swap Scheme - June 2026 | Expected Capital Inflows

SCENARIO ANALYSIS & SENSITIVITY

Scenario Key Assumptions (E\Sfll)o;v:) Probability Imps:i::v:;)rex
Conservative Lower leverage uptake, modest bank +2.71% on $700B
(Low) mobilization, narrower spreads persist $19 25% reserves
SCENARIO
SUMMARY
Base Case Moderate leverage, strong bank push,
(Most Likely) rates 6-6.5%, good NRI response $26 50% % on reserves

High leverage (7-10x), aggressive bank
Optimistic competition, rates >6.5%, very strong
(High) inflows $53 25% +7.6% on reserves
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Scenario Analysis For FCNR Inflow : Ho1el 3 Canara Bank <A

RBI FCNR(B) Swap Scheme - June 2026 | Expected Capital Inflows Calculation Model

( Based on 2013 Precedent + Economic Scaling + Policy Impact)

Sr. Value Value Value
No MAIN DRIVERS OF THE ESTIMATE (Optimistic) Description ( Pessimistic) Moderate
Historical Benchmark (2013 FCNR
1. [inflows) 26 Billion USD 26 26
2. | GDP Scaling Factor (2013 — 2026) 2.20 |x (4T / 1.80T) 2.20 2.20
(20-30%
3. | Discount for inter bank churning 75% |discount) 75% 75%

(Full hedge
absorption +

leverage
4. | Policy & Leverage Uplift 135% |potential) 1.1 1.2
(Narrower
spreads offset
Rate Differential & Window by higher
5. |Adjustment 90% |absolute rates) 40% 50%

CALCULATED BASE (using above drivers)

Expected Inflow :
Formula: 26 x 2.23 x 0.75 x 1.35 x Internal
0.90 $52.8 Billion USD $18.9bn $25.7
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Lessons from the 2013 Scheme
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It Helped to Stabilise the Rupee in Past ... Pore1 & Canara Bank A
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No Visible Impact on 10 Year G-Sec Yield in 2013... dotel d6 Canara Bank <&

India 10-Year Government Bond Yields (2011-2026)
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Risks to softer bond yields o121 4D Canara Bank <4

Fiscal deficit likely breaching 4.3% target due to higher food subsidies

= |nflation moving closer to 5.5% due to adverse monsoons]

= |INR still elevated at 94.5-95 range keeping energy import bills on the higher side
= Uncertainty over US Fed policy under the new Governor Kevin Warsh

= Bond yields ion advanced economies including Japan, UK and the USA
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Bloom Berg Expectation for : FX Flow + maas Canara Bank <4

US$bn India Balance of Payments (Major Components)
ussbn  Estimated Impact of RBI's June 2026 Measures 60
25 - @BBG Global Agg Index Inclusion
@Absorb FX hedging costs for fresh FCNR(B) 0
20 w Concessional ECB FX Swap for PSUs
®Remove taxes on govt bonds for FPIs 20
15 | Estimated FX Flow Impact next 12 months:
- US$40bn (without index inclusion) 0
- US$>50bn (with index inclusion)
10 -
-20 -
40 -
> o B P o
Dec-26 Mar-27 Jun-27 N \ﬁ 5"« 9"9’ <)°“ \@\ 3“« °:°Q' o"f ¢¢ 5“«
Source: Bloomberg, CEIC, MUFG GMR estimates. Note: We Source: Bloomberg, CEIC, MUFG GMR estimates. Note: We
do not assume index inclusion in our base case do not assume index inclusion in our base case

ESTIMATE THAT RBI’S FX MEASURES IN JUNE 2026

COULD BRING AROUND USS40BN OF INFLOWS, AND
MORE SO WITH INDEX INCLUSION

THIS COULD HELP EASE STRESS IN BoP IN FY2026/27
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Is it as Attractive As FCR (Special) Deposit Scheme 2013 ?
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Low Interest rate differentials could make current scheme less attractive

FCNR(B) FLOW | Economics not as good in 2026 due to higher US rates

SEP 2013

- - Borrow US$ @ 1-2%: Leverage . _ _

(Year 0) ¥ 3 R (Year 0) (Year O)
= @ ) & ™ 7 N iy
Non-Resident US$ Deposit Bank US$ to INR RBI Swap INR Asset India borrowers
Indian (NRI) @ 4.2% Swap @ 3.5% Window @ 2.1% and assets
Depositor K. N
M +20 bps ﬁ Subsidy: ~3% 2 N Cost: 7.7%
(At Maturity) Bank receives US (At Maturity) Bank enters sell/buy (At Maturity) Bank can lend in INR,
Places fresh 3-5 year Dollar liability USD/INR swap with fondl Bssats.of
FCNR(B) dePOSit in Bank Repays Bank offers US$ Receives US$ RBI. RBI subsidises UnWind INR rep]ace costlier
L foreign currency . uss loan to NRI @ Hedged Rate . costof FX hedge Position wholesale funding
SBNE 2028 _ - - Borrow US$ @ 4%: Leverage - _ _
(Year O) O ~ (Year O) (Year 0)
i ™\ (= = e oo A I S R
Non-Resident US$ Deposit Bank US$ to INR RBI Swap INR Asset India borrowers
Indian (NRI) @ 5.2% * Swap @ 0% Window @ 6.4% and assets
Depositor © <
® 1 +200bps Subsidy: ~3% <= Cost: 5.2%
“ . i Bank receives US * ) N ‘ . 4 ] ‘l
PlacesfrasHi8=5 yaar (At Maturity) Dollar liability (At Maturity) LBJasr[w;/ﬁ:;tRe;\sN saillfsi:r): (At Maturity) Banft :Zna!fsr;fsinoer R,
R DceRe st Bank Repays Bank offers US$ Receives US$ RBI. RBI subsidises Unwind INR replace costlier
foreign currency uss$ L loan to NRI @ Hedged Rate cost of FX hedge Position k. wholesale funding |
\_ y \_ .

L KEY TAKEAWAY

_,@\_

Higher US rates in 2026 increase the cost of FCNR(B) deposits and narrow the benefit of
swap subsidies, making the economics less attractive compared to 2013.

* Note:
by 150-200 bps to around 5% in order to make
economic sense to draw additional funds into India.
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We estimate FCNR(B) deposit rates may rise

Source:
RBI, MUFG GMR



2026

Sr.No. Factor Sep 2013 : Better
Scenario
1 NRI Deposit Rate 4.2% 5.2% 2026
2 US Funding Cost 1-2% 4% 2013
3 Difference (1-2) 3.2 1.2 2013
4 INR Asset Yield 9.1% 6.5-7% 2013
5  |Arbitrage High Moderate 2013
Opportunity
6 Bank Interest Income High Lower 2013
7 Attractiveness to High Moderate 2013
NRIs
8 Policy Need for RBI Very High Moderate 2013
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NRI Leverage Analysis : dote1 d6 Canara Bank <A

Equity FCNR
Leverage Invested Borrowed Total FCNR Interest Borrowing Net Profit Return on Risk Level
Multiple (Own Amount Deposit Earned Cost (4.0%) Equity (ROE)
Money) (6.5%)
Ox (No $100,000 SO $100,000 $6,500 SO $6,500 6.5% Very Low
Leverage) ’ ’ ’ ’
1x $100,000 $100,000 $200,000 $13,000 $4,000 $9,000 9.0% Low
2x $100,000 $200,000 $300,000 $19,500 $8,000 $11,500 11.5% Moderate
3x  [$100,000  [$300,000  [$400,000  |$26000  [$12,000  |$14,000 | 14.0% m;’ﬁerate'
4x $100,000 $400,000 $500,000 $32,500 $16,000 $16,500 16.5% High
5x $100,000 $500,000 $600,000 $39,000 $20,000 $19,000 19.0% Very High




Historical Context (2013-2015) &Trends in Bank Credit and Deposit Growth oter § Canara Bank <A

: : Deposit Growth | Credit Growth Credit-Deposit
Financial Year (YoY %) (YoY %) (C-D) Ratio Key Notes on FCNR Impact
FY13 (Pre-Scheme) 14.3 14.1 77.9 Baseline before 2013 crisis measures
FY14 (Scheme Launched Sep 14.6 14.3 76.46 $26 Bn FCNR + $8 Bn ECB inflows (~¥$34 Bn total).
2013) ) ) ) Boosted forex reserves & bank liquidity.
Inflows helped stabilize rupee but overall credit growth
FY15 12.8 12.6 76.46 was moderate due to NPA issues & slowdown.
FY16 9.7 10.3 77 60 Lingering positive effect on.b.ank funding; C-D ratio
started rising.
FY17 11.8 5.1 72.95 Credit growth weak due to demonetisation.
Avg (FY24-FY26) 12.2 15.0 Deposit growth lagging credit - liquidity pressure on
banks.
13.0 (RBI . .
FY27 (etd) 11.0 . 82.91 Credit growth to remain elevated
estimate)
NRI deposits to improve deposit growth by 72 bps
"FY27 with $26bn FCNR 11.93 13.0 82.0-82.5 and reduce CD ratio by 51 bps. But the ratio to
remain above 80%

Inflows of $26bn to keep CD ratio high and may not alleviate liquidity pressures significantly.
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Disclaimer...

Views/opinions expressed in this research publication are views of the research team and not necessarily that of
Canara Bank or its subsidiaries. The publication is based on information & data from different sources. The Bank or the

research team assumes no liability if any person or entity relies on views, opinion or facts and figures finding in this
report.

Visit us at www.canarabank.com

Economic Research Vertical

Madhavankutty G (Chief Economist)
Samir Kumar (Senior Manager)

For Suggestions and views please contact, Economic Research Vertical

080-2222 3169 (Chief Economist)

chiefeconomisti@canarabank.com
0B0-2227 3275 (Section)

hoersection@canarabank.com
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