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PRESS NOTE NO. 2 (2004 SERIES)

Revision of existing sectoral guidelines and equity cap on Foreign Direct
Investment (FDI), including investment by Non Resident Indians (NRIs)
and Overseas Corporate Bodies (OCBs)/ Foreign Institutional Investors
(Flls) in the Banking Sector

With a view to further liberalising foreign investment in Banking Sector, the
Government have effected the following changes:

1 FDI limit in Indian Private Sector Banks

(@)

FDI limit in Private Sector Banks is raised to 74 per cent under the
automatic route including investment by Flls. This will include FDI
investment under Portfolio Investment Scheme (PIS) by Flis, NRIs
and shares acquired prior to September 16, 2003 by OCBs, and
continue to include IPOs, Private placements, GDRs/ADRs and
acquisition of shares from existing shareholders.

The aggregate foreign investment in a private bank from all sources
will be allowed up to a maximum of 74 per cent of the paid up
capital of the Bank. At all times, at least 26 per cent of the paid up
capital will have to be held by residents, except in regard to a
wholly-owned subsidiary of a foreign bank.

The stipulations as above will be applicable to all investments in
existing private sector banks also.

The permissible limits under portfolio investment schemes through
stock exchangers for Flls and NRIs will be as follows:

(i) In the case of Flis, as hitherto, individual FIl holding is
restricted to 10 per cent, aggregate limit for all Flls cannot
exceed 24 per cent, which can be raised to 49 per cent by
the bank concerned passing a resolution by its Board of
Directors followed by passing of a special resolution to that
effect by its General Body.

(ii) Thus, the Fll investment limit will continue to be within 49 per
cent.






