Interest rate on loans and advances- Internal Benchmark and Final rate of Lending

RBIoll DraftHl Tier 1 Aol Tier 2 UCB HI2 Internal Benchmark o{l Sl&§ AlssA formula, Negative Carry %,
Operating Cost %, Term Premium % {&lcll Business Strategy Premium % alssl scllHl el o\, Draft M2 58
® % “any other RE” Ulctedl policyHl documented methodology H¥W Marginal Cost of Funds Ul Internal
Benchmark otssl 531 2% . Spreadell components 3% CRP, Operating Cost, Term Premium ol Business
Strategy Premium gallclauMl v 8.

Aol o{lacj GeleR0lL UCB e proposed/practical methodology 313 ®. RBI G prescribed formula 33 015[.
Tier 1 & Tier 2 UCB - Internal Benchmark 3<{l 3la «issl 5242

Internal Benchmark = Marginal Cost of Funds + Negative Carry / Regulatory Cost

Ul RAURGLE:

Final Lending Rate = Internal Benchmark + CRP + Operating Cost + Term Premium + Business Strategy Premium

wald A wAodL el B:

@ULOL-1: Banke] Internal Benchmark

GLLOL-2: Borrower/Loan l-llécj Spread

UL distinction g Hecclaj B.

1. Marginal Cost of Funds ¥2@& 9?

AL HUMLHL:

A% slel otal YAl Gett scll HI2 R2cll Wl sl Ud ® Aal Marginal Cost of Funds 58l 2Us(2L.

el ol depositsvn average cost Acllall otell; otall deposits ol borrowings nnadlell slcdall Wil ay
Hoccloll B,

GeleW

Hloll UCBA BEAL AHAUGUHL otcll funds ol YA Blelt saul:

Funds R5H Cost
Savings / CASA 230 53Us 3.50%
alcll Term Deposits 250 535 7.00%
Borrowings %10 831s 7.50%




Weighted cost 0Ll Hlall: (30 crore x 3.50 + 50 crore x 7% + 10 crore x7.50% = 5.89%)

Weighted Cost of Funds = 5.89%

Ul Bank HL2 fundingoll HAOGct W 8.
Tier 1 & 2 HI2 GLEULHEL
logical ol auditable methodology olotlalcll aa Al decl 3 l-l[.édld]. trailing moving average Aelloll HALHBL 8.

WeA %, %\ 1 October 2026\ Internal Benchmark oiss1 $2cllell &2, cl:

H[.écrtl alcll Deposits + Borrowingscrn Marginal weighted Cost
July 2026 5.89%

August 2026 6.00%

September 2026 6.11%

3 l-l[%dltﬂ Average 6.00%

w8l 6.00% Marginal Cost of Funds >3

2. Negative Carry %j 8?

GeleR0L:

A% 2100 Glew sl

U] L 2100 loan 313 Ul asdl atell.

%52CLS funds regulatory requirement A Al WMol non-earning balance 3% 2gval ud B.

ol Acll funds UR Glsal Y return Holg olell, URd A funds Blell sall M2 ¥ W sl B, Al A Negative
Carry 0.

HLoll:

e Banksl funding cost = 6% Non-earning funds( mainly CRR) =25 52 l:
%25 535S x 6% = %1.50 $2AS Hloll Bankell average advances: X500 5As dl:
Negative Carry % = %1.50 $3LS + X500 5315 x 100

=0.3%
WA 0.3% S\E RBIGLRL olssl 5N €2 o1l A Bankell Wcllell o1l 2tciel oA,

2




vl Heccloll Adarll

CRR, SLR AL liquidity Aoi[@t €25 amountal %ﬂq Negative Carry DLQLQ. A1 ol v $3lal SLR
securitiesHl8ll interest income HOL 8. AH% S\&5 cost ué@éﬂ Cost of FundsHl AUREA @21 Al da sél Negative
CarryHl GRRclel double counting 22\.

3. &4 Internal Benchmark

Hloll: Marginal Cost of Funds = 6.20% Negative Carry Adjustment = 0.3% Al

Internal Benchmark = 6.20% + 0.3% = 6.55% W2Q Bank’s Internal Benchmark= 6.55%
B % customeral ALUcllell final loan rate ot&{l.

4.8d Operating Cost

UL W AR A Al st

Loan 3{lUcdll, loan process $2¢cll, documentation $2cll, monitoring $2¢cll, servicing S2cll el recovery $2cll
Bankel % operating expenses Al Aell 20t @Rﬂ Operating Cost .

Axl aucll 9:

e Credit department staff
e Loan processing

e Credit appraisal

e Documentation

e Legal/valuation

e Loan monitoring

e Recovery department

e Loan-related IT/CBS cost

e Branch costall lending-related GL3L
e Credit risk/Compliance cldRell 2091 allocable GUAL
U ollAclla Operating CostHi $31&ll GRARal gl
5. Operating Costo] Y01 GELSWU
Hlell: Total allocable lending operating cost = X10 521s ol Average gross advances = X1,000 52As Al:

Operating Cost = 10 $21S + 1,000 $3AS x 100 = 1.00% W2 Banksll pricing modelHi: Operating Cost = 1.00%




6. Housing Loan H1& UBl 1% 3cll 3l 2d?

Hloll: Total Advances = X1,000 85[8, Housing Loan = X50 Sas, UeA Housing Loan = 5% of total advances, Total
lending operating cost = X10 5315. Housing Loan HI2 allocated cost: ¥10 $AS x 5% = X0.50 5215 &A:

%0.50 525 + 50 5AS x 100 = 1.00% WA Housing Loan HI2 ULL: Operating Cost = 1.00%
ULLOj 5101 A Y AN operating cost advancessil proportionHl allocate 531 &l ol
7. Term Premium A2@ 9?

Bank B2CGl Glloll yMA H2 Alot ducll sl 8, 2dl dy uncertainty Wl liquidity/interest-rate risk &l&f
ad B. dell ciell tenor HI2 cltlRLell margin 2@ Term Premium.

Gels1l A3y Bank Wdllell policyHi o{lA YHIA otssl 531 23:

Loan Tenor Term Premium

1l Yl 0.00%
1-3 oy 0.10%
3-5 oy 0.20%
5-10 oy 0.35%
10 el aY 0.50%

UL percentages HLA illustration @, RBI gl2l prescribed o2l

Hlall Housing Loan 10 ay W2 8. Al Term Premium = 0.35%
8. Business Strategy Premium AeA %j?

ul Wl ay confusion Blej 531 23 B.

AL AUMLHL:

Bank $2l businessal Ulcllgal lUcll M B, s2l businessHl Ay return S 8, sl businessHi liquidity
AUR dURLA B AUl sl segmentHi Bankell strategic position B—a WUR dtllRAell AU Yol strategic

margin Business Strategy Premium Sg%C{l%l.

RBI DraftHl URL Al componenta business strategy, competition, liquidity, expected returns ol Wed commercial
considerations A& S1ScUML LA .

GELSRWL 1 - Strategic Housing Loan




Bank olsSl 53 % housing loan BankOj priority business 8. A8l Business Strategy Premium = 0.00%
GELSWL 2 — UHLoA business- Business Strategy Premium = 0.15%

GELSRWL 3 - Liquidity-intensive cioll term Business Strategy Premium = 0.25%

B UBL RBI-prescribed percentage A2ll. Bank Wclloll policyl-ll objective methodology oloiteldl usal.
9.8d U{lbj, pricing model

ULAL WS Housing Loan AESA.

Step 1 — Marginal Cost of Funds=6.20%

Step 2 — Negative Carry=0.15%

Internal Benchmark=6.35%

&d loan-specific spread:

Step 3 — Credit Risk Premium (CRP)- Borrower W® AR B.= CRP = 0.50%
Step 4 — Operating Cost= 1.00%

Step 5 — Term Premium= 10 <ol loan.=0.35%

Step 6 — Business Strategy Premium= Housing BankOj strategic product 59.:0.00%, éa:

Component %

Marginal Cost of Funds- say 6.20

Negative Carry 0.15
Internal Benchmark 6.35
CRP 0.50
Operating Cost 1.00
Term Premium 0.35
Business Strategy Premium 0.00
Final Lending Rate 8.20%
UeA:

Housing Loan Interest Rate = 8.20%

10. 6 oflost borrowers] GELS: A o Bank. ¥ % Internal Benchmark:6.35%

U borrowerd] credit risk ALl &. CRP: 1.50%




ol$l:

e Operating Cost = 1.00%
e Term Premium =0.35%

e Business Strategy Premium = 0.00%

ol

6.35 +1.50 + 1.00 + 0.35 + 0.00
=9.20%

W2A A borrowersal, Asal 8.20% A olloslal 9.20% WlUcllo] 5111 HA Bankell HatHlell oledl.
CRPHL 1%0ll clslclcl borrowersll credit riskel 120 8. Ulal sdclll: Risk-Based Pricing

11. AR componentsal A cllsAHL ALE Aviclle(l dlct

CRP= “ll borrower 32l risky 8?”

Operating Cost= “¥ll loan ¥Ucll el ACLclcll Bankal 32cll wi Al 82”7

Term Premiums= “Bankell Ul 32Gll AHA HIZ ol AU Aottll 9 risk B?”

Business Strategy Premium= “3{l business Bank R 32l strategic/commercial return A 827
UL AR Yalloll cllol Houl UL loan pricing A<l olg A0 vloll o B.

12. Al Yl As flow A3

alcll Funds Glell sclleoll wl

N2

Marginal Cost of Funds
6.20%

N2

+ Negative Carry

0.15%

N

Internal Benchmark = 6.35%
N2

+ CRP

Borrower's Credit Risk




N

+ Operating Cost

Loan servicing cost

N2

+ Term Premium

Tenor / liquidity / repricing risk

N2

+ Business Strategy Premium

Bank's strategic/commercial consideration

N

Final Lending Rate

13. Al Hecaoll alet - Tier 1& 2 UCB HI2
Ul AHIL modelal RBIo{l prescribed formula a3 RY ol scll.

RBI DraftHi Tier 1 & 2 UCB HI1& MCLR $2(B2Ulct tollaicltil 41} otell. Draftii “any other RE”al Wlctlell policyMi
documented methodology €l2l marginal cost of funds YR internal benchmark oissl s2clloll Qc D.

Al ucs Wetlell Board-approved policyl-ll otssl 531 a3:

Internal Benchmark = Marginal Cost of Funds + appropriately calculated regulatory/negative-carry adjustment, if
applicable.

Ul RAURGLE:

Final Lending Rate = Internal Benchmark + CRP + Operating Cost + Term Premium + Business Strategy Premium.

uéq €35 componentaﬂ definition, formula, source data, approval authority, review frequency ol exception

mechanism policyHl ¥U glall S,
Wiy s3la 0.15%, 1.00%, 0.35%, 0.00% gcll figures

B figures HLA illustration 8. UCBU Uldlloll actual data el Board-approved methodologyell VUL figures
atssl sall A,

Tier 1 & 2 HI2 3l RBI-prescribed formula d.aﬂ; '\’Jlll-lQﬂ recommended methodology 8. RBI Draft Tier 1 & 2o\
Ulclle{l documented methodology assl s2clle{l flexibility U D,




