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2. Definitions
2.1

(xv) ‘Interest rate swap’ means a derivative contract that involves exchange of a stream of agreed

interest payments on a ‘notional principal’ amount during a specified period.
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5. Interest Rate Derivatives in the OTC Market
5.1 Market-Makers

(i) The following entities shall be eligible to act as market-makers in IRDs:
(a) A Scheduled Bank;

(b) A Standalone Primary Dealer (SPD);
(c) An NBFC — Upper Layer (NBFC-UL);

(d) Export-Import Bank of India, National Bank for Agriculture and Rural Development, National

Housing Bank, Small Industries Development Bank of India and National Bank for Financing
Infrastructure and Development.
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DSUESNBUHIEL ] O ZEB BRSO BIFITXHR T 2 Z &1k, v AT MEEESE O (RHHE A 12 IE
IR = RABNENZ &35, Scheduled Bank DIA AT 36 & OMEio i 5
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5.5 Transactions with Non-residents

(@)

iii. IRD transactions undertaken globally by the offshore related parties of the market-maker in India
shall be reported individually by either the marketmaker in India or its related party(ies) to the
Trade Repository (TR) of Clearing Corporation of India Ltd. (CCIL) in terms of the Annex-II;
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(@)

iv. The market-maker shall provide information regarding IRD transactions, including FCS-IRD
transactions, undertaken through the overseas entity (including overseas branches, IBUs, wholly

owned subsidiaries and joint ventures of the market-makers), as may be required by the Reserve
Bank in the prescribed manner and time.
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(b) IRD transactions, including transactions in FCS-IRD, by non-residents with market-makers
undertaken for purposes other than hedging, shall be subject to an overall limit, as specified below:
i. The Price Value of a Basis Point (PVBP) of all outstanding IRD positions, including FCS-IRD
positions shall not exceed the amount of INR 1,000 crore (PVBP cap).

Explanation: The PVBP cap shall be calculated by making a gross addition, ignoring mathematical
signs, of the PVBP of each non-resident.

ii. Market-makers shall not offer any IRD/ FCS-IRD to a non-resident for purposes other than
hedging after the PVBP cap is reached.

iii. CCIL shall monitor and publish the utilization of the PVBP limit on a daily basis. CCIL shall
also publish the methodology for calculation of the PVBP limit.
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5.7 Reporting
(a) Reporting to the Trade Repository

(1) A market-maker shall report all OTC IRD transactions undertaken by it directly or through its
overseas entities (including overseas branches, IBUs, wholly owned subsidiaries or joint ventures
of market-makers) to the TR of CCIL as per the following timelines:

I. AIl IRD transactions (including client trades) undertaken by a market-maker, other than FCS-IRD
transactions with non-residents and structured derivative transactions, shall be reported within 30
minutes of the transactions.

II. All FCS-IRD transactions undertaken by a market-maker with non-residents, either directly or
by way of a back-to-back arrangement shall be reported before 12:00 noon of the following
business day.

1. All structured derivative transactions undertaken by a market-maker during the day shall be
reported before closure of the TR of CCIL for the day
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(3%) Example
There are followings.
Mumbai Branch of A bank
Tokyo Branch of A bank
Mumbai Branch of B bank
A company located in Tokyo which is not related party of either A bank or B bank

Trade 1
Mumbai Branch of A bank vs Tokyo Branch of A bank
Trade 2

Mumbai Branch of B bank vs Tokyo Branch of A bank
Trade 3
Tokyo Branch of A bank vs A company located in Tokyo which is not related party of either A
bank or B bank

Our concerns
Mumbai Branch of A bank can report Trade 1 , but it is not necessary to report Trade 2.

Mumbai Branch of A bank must report Trade 3 , but it is uncontrollable because trade 3 is totally
outside of Mumbai Branch of A bank.

(b) Regulatory Reporting

Cross-border remittances arising out of transactions in IRD, including FCS-IRD, shall be reported

by banks to the Reserve Bank for every month through the Centralised Information Management

System (CIMS) by the 10th day of the following month in the format set out below:
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