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Russia trade: SBI, PNB,

other big banks shun
rupee mechanism
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LARGE INDIAN LENDERS arereluc-
tant to process direct rupee trade
transactions with Russia months
afterthe mechanismwas putinplace
for fear of becoming the target of
sanctions by the US and Europe over
theinvasion of Ukraine,sources said.

Two smallerlenders have moved
to adopt the system after the
Reserve Bank of India (RBI) said in
July that it had set up an arrange-
ment forinternational trade settle-
mentsinIndian rupeeswith imme-
diate effect. But biggerlenders with
more exposure to the international
financial system, and in particular
the dollar, are worried their busi-
nesses could be disrupted if tar-
geted by sanctions.

Western sanctions to punish
Russia for its invasion of Ukraine
are trying to limit Moscow’s access
to foreign exchange, particularly
the dollar. India has deep trade ties
with Russia, and the rupee mecha-
nism can help bypass the US dollar
and the euro for settlements.

An Indian diplomat in Russia
said Russian banks had reached out
toeightlarge Indian counterpartsto
set up rupee trade settlements, but
the Indian banks had not responded.
Some of these banks include India’s
largest lender State Bank of India,
Punjab National Bank, Bank of India,
Bank of Baroda and Central Bank of
India, the source said.

None of these banks responded
to e-mail requests seeking com-
ment. But several sources at the
banks privately confirmed theyhad
decided not to use the structure, at
least for now. One of them, a senior
executive at a large state-owned
bank, said using such a settlement
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mechanism could be a violation of
some sanctions rules. “They (West-
ern nations) can impose a sanction
on us,itwillbea majorbusinessand
reputational loss,” said the banker.
Indian banks continue to settle
trade with non-sanctioned Russian
entities in dollars or euro, but the
sources said they believe that settle-
ments in rupees could come under
greater scrutiny.Anotherbankersaid
the new settlements system could
raise questionsinthe West,and could
lead tosanctions.“The process of get-
ting them lifted may take months
anditisariskbanksare notwillingto
take,’thesourcesaid. — REUTERS



