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The Reserve Bank of India ("RBI"”) temporarily raises all-in-cost ceiling and
automatic route borrowing limit for External Commercial Borrowings
(\\ECBSII)

Pursuant to the RBI’s press release on Liberalisation of Forex Flows on July 6, 2022, it issued a circular on August 1,
2022 (“ECB Circular”) liberalizing some aspects of ECBs.

The RBI's Master Directions on External Commercial Borrowings, Trade Credits and Structured Obligations dated
March 26, 2019 (“RBI Master Directions on ECB”) permit all eligible borrowers to raise ECBs up to USD 750 (US
Dollar seven hundred fifty) million or equivalent per financial year under the automatic route. Further, the all-in-cost
ceiling for:

(i) existing foreign currency denominated ECBs (where LIBOR benchmarking is now changed to alternative
investment rate) is benchmark rate plus 550 (five hundred fifty) bps;

(i) foreign currency denominated new ECBs is benchmark rate plus 500 (five hundred) bps; and
(iii) Indian currency denominated ECBs is benchmark rate plus 450 (four hundred fifty) bps.
Pursuant to the ECB Circular, the RBI has -

e increased the automatic route limit from USD 750 (US Dollar seven hundred fifty) million or equivalent to USD
1.5 (US Dollar one and half) billion or equivalent; and

e increased the all-in-cost ceiling by 100 (one hundred) bps. However, the enhanced all-in-cost ceiling is
available only to the eligible borrowers of investment grade rating from Indian credit rating agencies. Other
eligible borrowers may continue to raise ECBs within the existing all-in-cost ceiling as mentioned under the
RBI Master Directions on ECB.

These relaxations are applicable for ECBs to be raised till December 31, 2022.
JSA Comment

The RBI's move comes in the wake of the global outlook being clouded by recession risks. Though India’s growth
prospects remain strong and resilient, the RBI has been closely and continuously monitoring the liquidity conditions
in the forex market and has stepped in as needed in all its segments for ensuring orderly market functioning. The RBI
has decided to undertake these measures to enhance forex inflows while ensuring overall macroeconomic and
financial stability.
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JSA has a widely recognised market leading banking & finance practice in India. Our practice is partner led and
is committed to providing quality professional service combining domain knowledge with a constructive,
consistent, comprehensive and commercial approach to issues. Clients trust our banking lawyers to take a
practical and business-oriented approach to achieving their objectives. Our lawyers have a clear understanding
of the expectations and requirements of both sides to a financing transaction and provide tailored advice to each
client’s needs. The practice is especially praised for its accessibility and responsiveness and its ability to work
well with international firms and clients. We represent a variety of clients including domestic and global banks,
non-banking finance companies, institutional lenders, multi-lateral, developmental finance and export credit
institutions, asset managers, funds, arrangers and corporate borrowers in different sectors on a wide range of
financing transactions.

Our full spectrum of services includes advising clients on corporate debt transactions (including term and
working capital debt), acquisition finance, structured finance, project finance, asset finance, real estate finance,
trade finance, securitisation, debt capital markets and restructuring and insolvency assignments.

Our practice has been consistently ranked in the top-tier for several years, and several of our partners are
regarded highly, by international publications such as Chambers and Partners, IFLR, Asia Law, Legal 500, Asia
Legal Business, IBL] and Leaders League.
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This prism is not an advertisement or any form of solicitation and should not be construed as such. This prism has
been prepared for general information purposes only. Nothing in this prism constitutes professional advice or a legal
opinion. You should obtain appropriate professional advice before making any business, legal or other decisions. [SA

and the authors of this prism disclaim all and any liability to any person who takes any decision based on
this publication.
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