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RBI to Decide Indianness of Banks 
Now  

The Reserve Bank of India will decide on the ‘Indian-ness’ 
of the country’s leading private sector banks as the gov-
ernment deliberates a solution for them without relaxing 
the provisions of the new foreign direct invesment policy.  
After over a year of discussions, the government has fi-
nally asked the central bank to suggest a framework for 
deciding on the ownership and control of such banks. The 
new norms will be based on parameters such as voting 
rights and the power to appoint directors, a senior gov-
ernment official said. “We need to recognize that the 
structure of each bank is different and accordingly rede-
fine the concept of ownership and control for the banking 
sector,” he said.  
The move will give reprieve to seven private sector lend-
ers including ICICI Bank, HDFC Bank, ING Vysya, Devel-
opment Credit Bank, Federal Bank, IndusInd Bank and 
YES Bank that have been branded as foreign banks under 
the current norms.  

Highways Ministry Spent Just 40% Funds in 
FY10  

Reflecting a sluggish growth in construction of national highways, 
the surface transport ministry could utilise just about 40% of the 

Rs 30,000 crore allocated for 2009-10. Despite the inability to meet 
the target, the ministry, however, plans an annual borrowing of Rs 

20,000 crore over the next 15 years to fund its ambitious pro-
gramme of building 20 kilometers of road a day. According to the 

Planning Commission’s report on highways development for 2009-
10, the ministry spent only Rs 11,608 crore in 2009-10 against a tar-

get of Rs 29,934.67 crore under various phases of the National 
Highways Development Project (NHDP). 

The report further said that no expenditure 
was made under NHDP phases IV, VI, and 
VII for which it had earmarked a target to 

spend Rs 130 crore, Rs 403 crore and Rs 
1,199 crore, respectively.  

A study by RBI has mooted the idea 

of floating the rupee as a global cur-

rency, but asked the government to 

carefully assess the pros and cons of 

such action, as it may increase volatil-

ity in forex markets. The idea was 

mooted after the global financial cri-

sis and weakening of the US dollar 

triggered a debate about an alterna-

tive global currency. The study titled, 

‘Internationalisation of Currency: The 

case of the Indian Rupee and the Chi-

nese Renminbi’, also said it is quite 

unlikely that the dollar will lose its 

predominance as the global reserve 

currency in the foreseeable future. 

Banks Fear Liquidity Crisis 
from 3G Fees, Tax Outgo  

Bankers have expressed to RBI their fears of a 
liquidity crisis leading to volatility in the money 
markets in June 2010 as close to Rs 100,000 
crore goes out of the banking system. Accord-
ing to banks, liquidity will dry on account of ad-
vance tax outgo, coupled with payments by 
telecom companies to the government for the 
third generation broad band service(3G). Be-
sides, the government borrowing programme 
for the month is higher than the total inflow 
through redemption of government securities 
(g-sec).  
The issue was raised by bankers and bond deal-
ers in June in the monthly review meeting with 
the central bank. 
However, in response, RBI officials only said the 
liquidity will come back in the system within 
few days in the form of government spending. 
The government is likely to repay the money 
borrowed under ways and means advance — 
around Rs 19,000 crore as May 7 — and utilise 
the balance for other expenditure which auto-
matically comes back into the system. 
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