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RBI amends the ECB framework on account of LIBOR discontinuation

The Reserve Bank of India (“RBI”) has made changes to its directions on external commercial borrowings
(“ECBs”) by its circular dated December 8, 2021 (“Circular”) on account of discontinuation of LIBOR.

Under the Circular, the RBI has notified the following changes to the all-in-cost requirements and ceilings for
foreign currency ECBs (“FCY ECB”) and trade credits (“TCs”):

1. Benchmark Rate: The benchmark rate for FCY ECB and TC has been modified to any widely accepted
interbank rate or alternative reference rate (“ARRs”) of 6-month tenor, applicable to the currency of the FCY
ECB.

2. All-in-cost for new FCY ECBs and TC: The all-in-cost ceiling has been increased by 50 basis points for new
FCY ECBs and TCs. Accordingly, the revised all-in-cost ceiling will be 500 basis points over the benchmark
rate for new FCY ECBs and 300 basis points over the benchmark rate for new TCs.

3. All-in-cost for existing FCY ECBs and TC: For all existing FCY ECBs and TCs which are linked to LIBOR and
whose benchmarks are changed to another benchmark rate, the RBI has provided a one-time upward
revision in the all-in-cost ceilings by 100 bps for a smooth transition from LIBOR to another benchmark rate.
Accordingly, the revised all-in-cost ceiling will be 550 basis points over the benchmark rate for such FCY
ECBs and 350 basis points over the benchmark rate for such TCs.

However, there is no change to the all-in-cost ceiling for Indian rupee denominated ECBs and TCs.

Impact of the Circular:

The Circular was much awaited given that certain LIBOR settings will not be available after December 31, 2021
and globally, banks and financial institutions are shifting away from using LIBOR as the benchmark rate for
lending transactions. Previously, the RBI had appraised banks and financial institutions to be ready for de-linking
their foreign currency exposure from LIBOR. However, there was no clarity on a successor benchmark rate for
ECBs. The Circular provides the required clarity and flexibility to ECB lenders and borrowers to link their all-in-
cost ceilings to ARRs or any widely accepted interbank rate.

For more details, please contact km@jsalaw.com
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This update is not an advertisement or any form of solicitation and should not be construed as such. This
update has been prepared for general information purposes only. Nothing in this update constitutes
professional advice or a legal opinion. You should obtain appropriate professional advice before making any
business, legal or other decisions. JSA and the authors of this update disclaim all and any liability to any person
who takes any decision based on this publication.
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