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India’s external buffers deteriorated fast - the RBI had to act.

$47B
Forex reserves drawdown
Feb 2026 peak → May 2026

87%
FCNR(B) inflow collapse
$7.1B (FY25) → $946M (FY26)

KEY STRESS INDICATORS

▸INR depreciated ~5% in 2026; ~11% over the prior 12 
months

▸Hormuz crisis pushed Brent above $100/bbl; elevated 
US rates constrained EM capital flows

▸The current outstanding for FCNR (B) deposits as of 
March, 2026 is $33.8 billion, compared to $32.8 billion 
a year ago. Flows in FCNR(B) deposits in FY26 were at 
$946 million compared to $7 billion in FY25.
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The RBI removed every cost barrier for banks to attract NRI dollar deposits.

Full Hedging Subsidy

RBI absorbs currency risk via 
at-par USD/INR swap. Banks 
receive dollars, swap to INR, 
and pay zero depreciation cost 
- full principal protection.

CRR/SLR Exemption

Eligible FCNR(B) deposits fully 
exempt from mandatory 
reserve ratios. No sterilisation 
cost, no liquidity buffer drag on 
bank economics.

Rate Ceiling Removed

From June 17: no cap on 
FCNR(B) 3-5yr rates. Banks 
moved rates up to 6.95% within 
days - making Indian deposits 
competitive globally.

June 23 clarifications also permitted loans and SBLCs against FCNR(B) deposits - enabling leverage on NRI 
capital.
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The 2026 scheme is structurally bolder than 2013 - but the rate environment is far less 

favourable.
METRIC 2013 2026

US Rates ~0.2% 4.0-4.5%

Spread vs US Alternatives ~5.25% ~2.5%

Scheme Structure Subsidised swap (3.5% cost) Full subsidy (0 cost)

Inflows $34B $40-$50B (est.)

The 2013 arbitrage was a no brainer, near zero US rates versus 8-10% in India left nothing to debate. Today, NRIs are comparing 7% in India 
against 4.5% in a US CD or money market fund, for a net advantage of roughly 250 basis points. That premium exists, but it has to justify a 3 
to 5 year commitment, zero access to funds for the first 12 months, and exposure to Indian banking and currency risk over the deposit tenor. 
That is a meaningfully different risk-return calculation. For the 2013 scale of $34 billion to repeat, the spread likely needs to widen to 350-
400 basis points or beyond, implying FCNR(B) rates of 8% to 8.5%, before the math becomes compelling enough to move large pools of NRI 
capital at speed.
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Disclaimer

The above material is neither investment research, nor investment advice. SKG - Investments & Advisory  (“SKG”) does not seek payment for or 
business from this material/email in any shape or form. No content of this publication including the performance related information is verified by 
SEBI. If any recipient or reader of this material is based outside India, please note that SKG may not be regulated in such jurisdiction and this 
material is not a solicitation to use SKG’s services. The recipient of this material is urged to consult their own legal and tax consultants/advisors 
before making any investments. The recipient, if not the addressee, should not use this material if erroneously received, and access and use of this 
material in any manner by anyone other than the addressee is unauthorized. If you are not the intended recipient, please notify the sender by return 
email and immediately destroy all copies of this message and any attachments and delete it from your computer system, permanently. No liability 
whatsoever is assumed by SKG as a result of the recipient or any other person relying upon the opinion unless otherwise agreed in writing. The 
recipient acknowledges that SKG may be unable to exercise control or ensure or guarantee the integrity of the text of the material/email message 
and the text is not warranted as to its completeness and accuracy. The material, names and branding of the investment style do not provide any 
impression or a claim that these products/strategies achieve the respective objectives. Further, past performance is not indicative of future results. 
SKG and/or its associates, the authors of this material (including their relatives) may have financial interest by way of investments in the companies 
covered in this material. SKG does not receive compensation from the companies for their coverage in this material. SKG does not provide any 
market making service to any company covered in this material. Authors of this material have never served the companies in a capacity of a director, 
officer or an employee. All recipients of this material must before dealing and or transacting in any of the products referred to in this material must 
make their own investigation, seek appropriate professional advice and carefully read the Private Placement Memorandum/Disclosure Document, 
Form ADV, Form CRS and any other documents or disclosures provided to them by SKG, as applicable.
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