Reserve Bank of India (RBI)

« The Reserve Bank of India, abbreviated as RBI, s Indi

for regulation of the Indian banking system.

the Indian rupee.

+ The RBI was established in 1934, undemeath the Reserve
Bank of India Act.

« The bank was set up based on the guidelines of the 1926
Royal Commission on Indian Currency and Finance, also
referred to s the Hilton Young Commission.

1n1949 and when you consider that then complotely owned
through the Ministry of Finance, Govemment of India

Monetary Authority:
« Formulates, implements and monitors the monetary policy.

the objective of growth.

Rogulator and Supervisor of the Financial System:
+ Proscribes broad parameters of banking operations within

dopositors'interest and provide cost-effective banking
services to the public.

Manager of Foreign Exchange:
« Manages the Foreign Exchange Management Act, 1999.
« Objective: to facilitate external trade

ind payment and

‘exchange market in Indi

Issuer of Currency:
« Issues, exchanges and destroys currency notes as well as
puts into circulation coins minted by Government of India.
+ Objective: to give the public adequate quantity of supplies of
currency notes and coins and in good quaity.

+ Introduces and upgrades safe and efficient modes of
country

the public at!:
+ Objoctive: maintain public confidence in payment and
settloment system

Related Functions:
+ Banker to the Goverment: performs merchant banking

s their banker.
+ Banker to banks: maintains banking accounts of ll scheduled
banks.

central board of

+ One Governor,

+ Four Deputy Goveror

* Two Finance Ministry Representatives (usually the
Economic Affairs Secretary and the Financial Services.
Secretary);

+ Ten government-nominated Directors; and

+ Four Directors who represent local boards for Mumbai,
Kolkata, Chennai, and Delhi

+ Each of these local boards consists of five members who.
represent regional interests and the interests of co-
operative and indigenous banks.

+ The first Governor of the RBI was the Australian Sir
Osborne Arkell Smith. Sir C D Deshmukh was the fi
Indian to become Governor.
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Historical Journey

1935-1949:
+ The Reserve Bank of India was founded on 1A
respond to economic troubles after the First World War

+ India was the first colony to have its own central bank.

1950-1960:
+ Inthe 19505, the Indian govemment developed a centrally
planned economic policy that focused on the agricultural
sector
+ The administration nationalized commercial banks and
ostablis on the Banking Companies Act, 1949, &
contral bank regulation as part of the RB.
+ Furthermore, the central bank was ordered to support
economic plan with loans.

961-1968:
+ As a result of bank crashes, the RBI was requested to
estabiish and monitor a deposit insurance system.
+ The government of India restructured the national bank
market and nationalized a lot of insttutes.
+ As aresult,the RBI had to play the central part in controlling
and supporting this public banking sector.

1969-1984:
+ In1969, the Indira Gandhi-headed government nationalized 14
major commercial banks.

policies a ot for various tasks like interests, reserve ratio and
visible deposits.

1985-1990:
+ The Indian financial market was a leading example for so-
called "financial repression’.

inthe monetary market in April 1988; the National Housing
Bank, founded in July 1988, was forced to invest in the
property market and a new financiallaw improved the

liberalisation.

1991-1999:

rupee was devalued.

+ The currency lost 18% of its value relative to the US dollr, and

Sector by a temporal reduced reserve ratio as wel as the
statutory liquidity ratic.

banking sector.

+ The contral bank deregulated bank interests and some
Sectors of the financial market ike the trust and property
markets.

2000-2009:

+ The Foreign Exchange Management Act, 1999 came into force
inJune 2000,

+ The national economy’s growth rate came down to 5.8

economic development.

Since 2010:
+ In 2016, the Government of India amended the RBI Act to
establish the Monetary Policy Committee (MPC)to set.
+ This limited the role of the RBI in setting inerest rates, as the
MPC membership is evenly divided betwsen members of the.

appointed by the government.
+ In April 2018, the RBI announced that "entities regulated by

including Bitcoin
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