RBI’s proposed forex norms to
ease shipments via e-comm
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THE DRAFT OF the new export-
import regulations released by the
Reserve Bankof India is "extremely
positive forexporters”as it seeks to
address the everyday problems faced
by them onsourdngand shipmentof
goodsby providing greater flexibility
to banks in dealing with the issue of
payments, traders said.

The draft of Foreign Exchange
Management (Export and Import of
Goodsand Services) Regulations 2024
andthe droulartobanksauthorisedto
dealin foreign exchange alsobringsin
administrative simplicity by super-
seding 61 export-related and 62
import-related notifications, director
general and chief executive officer of
Federationof Indian Export Organisa-
tion(FIEO) Ajay Sahaisaid.

The proposal also consolidates
import and export regulations into a
single unified code, partner at Nangia
Andersen Sandeep [hunjhunwalasaid.
At present, there are separateregula-
tions for exports and imports." Under
the proposed rule,not just software
but other services exports like "con-
sulting"will bea partof the exportand
import regulations,” [hunjhunwala
said.

Thecircularissued by RBI to banks
authorised todeal inforeign exchange
will give them powers to reduce the
value of exports by morethan 25%on
request by exporters. Alot of powers
that REI held in the area of foreign
trade have been transferred to banks,
Sahai said. Exporters haveto dedare
the value of the goods they have
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shipped to authorised dealer banks
and have to ensure that full payment
for the shipments are received and
updated in the records. At present,
exporters are allowed by banks to
reduce the value of export by only up
to 25% if their realisations from
exported goods fall. Itwill greatly help
commodity and e-commerce
exporters, Sahai said. In e-commerce
exports, selling prices fluctuate very
fasteitherwayandthe sameistrue for
commodities.With this flexibility, the
exporterswillbe able to avoid "caution
listing". Exporters can becaution listed
if they fail to repatriate the full pay-
ment for a shipment within 24
months. After “caution listing”
exporters can only sell abroad against
receipt of advance payment in full or
animevocable letterof credit.

The REI draularalso gives relief to
exporters invalvedmerchanting trade.
Merchanting trade, also known as
intermediary trade,is a tradingmodel
thatinvolves anIndian company pur-
chasing goodsfroma foreign supplier
and then selling them to a foreign

buyer without the goods entering or
leaving India. This is usedbyexporters
invalvedinagricultureand othercom-
modities trade to hold on to the mar-
ketsthey have developedwhen restric-
tions on exports by the government
bars shipments or makes them more
expensive. At present merchanting
exporters get 120 days to make a pay-
ment for goods bought overseas and
receive payments for those products
sold inthird countries. It is proposedto
increase this time period to 180 days.
TheRBIhas alsodirected banks toduly
inform the exporters before being
flagged as”cautionlisted”andbegiven
anopportunitytobe heard.

Prior to 2020, the caution listing
was done by RBI if payments for
exports got delayed beyond 24
months and was done automatically
by the computer system if the pay-
ment was not reflected against the
shippedgoods. Thisjobwas later given
to the authorised dealers as some-
times banks failed to update the
receipt of payment on time and the
system would “caution list” them.



