RBI to form IT subsidiary to tackle cyber threat

50-bps rate cut aimed at stronger, sustainable growth, says Governor Raghuram Rajan -

MUMBALI: Flagging cyber
security as a critical area, RBI
on Tuesday said it will set up
an IT subsidiary to deal with
newer risks and vulnerabili-
ties emerging from greater use
of technologies. In its fourth
bi-monthly monetary policy
statement, RBI said cyber secu-
rity has assumed critical impor-
tance across the globe. With the
widespread use of new tech-
nologies, inter-connectedness
and dependency, newer risks,
threats and vulnerabilities have
emerged. “The Reserve Bank is

etting up an information tech-
nology (IT) subsidiary to assist
in monitoring the prepared-
ness of banks and identifying
systemic vulnerabilities along
with aiding the Reserve Bank
in its own cyber initiatives,’ the
central bank said. RBI further

said it has received 90 applica- 2017, it said. The Reserve Bank
tions for financial assistance also said it will update all its
i master lations and stream-

under the Dep

be brought down by 0.25 per
cent every quarter till March 31,

and Awareness Fund Scheme,
2014. “The names of successful
applicants will be announced
by October 1, 2015. The win-
dow for inviting applications
for availing financial assis-
tance from the fund shall be
re-opened,” it said.

The scheme has been estab-
lished by transfer of bank depos-
itsand other credit balances that
have remained unclaimed for
more than 10 years. It envis-
ages grant of financial assis-

line the required procedure for
compliance with the lations
by January 1, 2016. “All master
regulations will be fully updated
and placed online. The Reserve
Bank will also work to improve

the lending rate by a surpris-
ing 0.50 per cent, terming it
as a “front-loaded” action but
affirmed its commitment to
the accommodative stance it
adopted in January.

Rajan also made it clear that
the RBI has not been “exces-
sively aggressive” with the rate
call and it should not be miscon-
strued asa bonus ahead of the
ivities. “We have used

clarityin
cations,” the cemral bank said.

Reserve Bank Governor
Raghuram Rajan on Tuesday
said the 0.50 per cent reduc-
tion in key rate is to ensure
strong and sustainable growth,
and was driven primarily by its

tance to appli selccted on
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esis To a!lgn HTM (held-to-
maturity) and SLR (statutory
liquidity ratio), RBI said it has
been decided to bring down the
ceiling on SLR securities under
HTM from 22 per cent to 21.5
per cent with effect from the
fortnight beginning January
9, 2016. “Thereafter, both the
SLR and the HTM ceiling will

had laid out have been broadly

met except monsoon... We have

also seen some dramatic reduc-

tion in external environment,

including China has had a tre-
dous effect on di

what room we had, I don't think
we were excessively aggressive.
‘We weren't throwing Diwali
bonus. Given the state of the
economy, how can we move it
forward,” he said.

After the clarity on meet-
ing the January 2016 target of
containing inflation under 6
per cent, Rajan said the focus
now needs to shift to squeez-
ing it further to 5 per cent by
early 2017. He acknowledged
the difficulties in meeting the
target, but made it clear that
it is “imminently feasible” and

prices including on oil prices
and its prospects,” Rajan told
reporters after the

drew attention towards the suc-
cess'in bringing down infla-
tion by two p points

policy announcement. RBI cul

in the last one year. The Gov-

ernor said help from the gov-
ernment is very crucial, and
welcomed the support being
given through keeping the min-
imum support prices of grains
lower and initiating other sup-
ply side measures. On infla-
tion, Rajan expressed concerns
on pressures emanating on the
services front, where we have
seen prices of education and
healthcare go up considerably.
Healso said that it is difficult to
gauge the supply in this sector,
unlike other ones.

For growth, where the RBI
has cut its estimate by 0.20 per
cent to 7.4 per cent, Rajan said
increasing the investments is
very crucial. “The capacity util-
isation, the first factor which
leads to more investment, is
still very tepid and...suggest
there is room for more domes-
tic demand which will be non-
inflationary and it would create
more investment. We need to
restart investment. Corporate
investment has been weak.” he
said. RBI Deputy Governor Uri-
jit Patel said, “Capacity utilisa-
tion continues to be low at 70-72
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per cent. That gives us confi-
dence that there is a adequate
slack to have higher growth and
lower inflation.”

‘When asked about the
degree of influence which the
US Fed’s call to hold on to the
rate hike had, Rajan said the
RBI does keep an eye on all the
developments but its calls do
not over-rely on such actions.
“We are continuing to make
the economy more robust and
ensure strong, sustainable
growth. That is what we can do
in this environment. We don't
agonise everyday about what the
Fed is doing;” he said.

Patel, who is in-charge of
the monetary policy, added
that RBI has also assumed that
the government will deliver
on its target of cutting the
fiscal deficits. On the real rate
of interest, Rajan said that in
ayear’s time the rate of treasur-
ies will be at 7 per cent and the
inflation will be between 5-5.5
per cent, and hence, we will be
in the targeted 1.5-2 per cent
band. When asked about trans-
mission of lower rates, Rajan
said he hopes that banks will
passing on the entire 1.25
per cent cut effected this year
to borrowers over time and
added that RBI will work in
tandem with the government
to ensure this happens. 1l




