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IMPACT OF NEW SUBVENTION LIMIT ON INR PACKING CREDIT
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Interest 5 : :
Equalisation The fiscal benefits under the scheme

Scheme (IES) for _"mé for each MSME will be capped

Rupee Credit mf;m:ﬁ:»f;'_f‘?g?r at Rs. 50 lakhs.

MSMEs that have already availed IES benefits
totaling Rs. 50 lakhs or more as of September 30,
2024, will not be eligible for additional
benefits during the extended period.
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Changes Made in Interest Equalization Scheme

Criteria

Previous Guidelines New Guidelines

Scheme Duration

Annual Net Subvention
Cap for MSMEs

Cap for Non-MSME
Exporters (Manufacturer
& Merchant)

Eligibility for MSMEs who
have already availed the
benefit

Extended till September 30, 2024 Extended till December 31, 2024

%10 Crore per IEC, with a cap of %5

Crore fill September 30, 2024 ¥50 lakhs till December 31, 2024

%2.5 Crore per IEC till June 30, 2024 Not mentioned in new guidelines

Not explicitly mentioned Not Eligible for further benefit
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Cost Analysis of INR vs FCY Packing Credit

1 Base Cost 8.50% 8.50% 4.41% 3.04%

2 Spread - - 2.00% 2.50%

3 Total Cost (1+2) 8.50% 8.50% 6.41% 5.54%

4 Govt. Subvention 3.00% - - -

5 6M Annualized Forward Premium 1.95% 1.95% 1.95% 3.62%

6 Net Cost (3-4-5) 3.55% 6.55% 4.46% 1.92%
Note:

1. 6M Term SOFR is used for USD PC
2. 6M EURIBOR is used for FUR PC

Forexserve

Logic Meets Intuition



USD PCFC Process Flow

e Forward Contact is booked 3-6
months prior to the PCFC
Drawdown Date.

e For a 6-month USDINR forward
contract, the exporter will
receive an annualized
premium of 1.95%.

Forward
Booking

PCFC
Drawdown

*The exporter receives funding in USD,
which can be converted to INR either
through spot conversion or by utilizing

existing forward contracts.

*The 1.95% benefit is not applicable in the

case of spot conversion.

* A new 6-month forward confract would
be booked, assuming 100% utilization of

the PCFC limit at all times
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*A 6.70% p.a. is paid fo the
bank on the USD amount for
the duration the PCFC remains
outstanding.

*A new USD PCFC wil be
drawn, utilizing the existing
forward contract.

PCFC

Settlement
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USD & EUR Interest Rate Swap
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The IRS differential between USD and EUR is widening due to divergent monetary policies and economic indicators.
Since the ECB began its rate-cutting cycle in June 2024, it has reduced rates by a total of 110 basis points, with markets
expecting further cuts as EU inflation falls below the ECB's 2% target.

Meanwhile, the US Federal Reserve has only reduced rates by 50 basis points. Stronger-than-expected US economic @
data has lowered market expectations for additional rate cuts, contributing to a spike in the USD 2-year IRS, as depicted F
in the attached chart. .OfeﬁserV‘?
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About Us

We offer tailored advisory services based on your Balance
sheet risk, rather than a generic market view. With our
extensive industry experience, we implement best practices
in market risk management within policy framework.

meant to let clients focus on their core growth areas. 5@@'::}:
Additionally, our cloud-based MIS and Pricing solutions

ensure prompt decision making and bank dealing. Years of Inception Engagements
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Treasury Size Assisted Collective Experience

Our comprehensive outsourced treasury solutions are 2@4]:
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Our Services

Consulting

Provide strategic inputs for
effective risk management
decisions covering technical
price action, geo and
economic developments.

Treasury Automation

ldentify, evaluate and
implement treasury
management software
which provide a
comprehensive solution to

4 )

Outsourced Solutions

Manage the Financial Market

component of the Treasury function

including services like:

+ Hedging Advisory

« Cloud based
Dashboards/MIS

+ Deal Negotiation

+ Regulatory RM Policy

Compliance
*  MTM Valuations
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Risk Management Policy

Assess, design and implement
RM policy covering market risk
and operational guidance. The
policy aims to quantify the risk
for transparent decision to

k’rhe customers’ needs. j

~

reduce ambiguity in decision
\_Mmaking. 4 o
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Mumbai

New Delhi

Kochi

F— 601 Remi Biz Court,
Off Veera Desai Rd,
Andheri (W),
Mumbai 400058
Contact: 91 22 67021266-68
salesnd@forexserve.com

D-12, Phase 1,
Ashok Vihar,
New Delhi— 110052
Contact:

91 93101 00359
91 11 47069490
sales@forexserve.com

Kanjilal Bhavan,
37/2235A- Ponoth Road, Kaloor,
Cochin— 682017
Contact:

91 484 2348207/307
rk@forexserve.com
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