
          There are two kinds of banking licences that are granted by the Reserve Bank of India – Universal Bank Licence and Differentiated Bank Licence.  

            Differentiated Banks (niche banks) are banks that serve the needs of a certain demographic segment of the population. Example -  Small Finance Banks and Payment Banks 

                 The Committee on Comprehensive Financial Services for Small Business and Low-Income Households, headed by Nachiket Mor, was formed on September 2013 by the RBI.  

                  The committee submitted its final recommendation on January 7th, 2014 which elaborated upon the formation of a new type of bank called payment bank. 

                        A payment bank is a differentiated bank that undertakes only certain restricted banking functions on a small scale without involving credit risk. 

                          Bharti Airtel launched India's first payments bank named Airtel Payments Bank in March 2017. 

 

 

 

                                                                                                                                                                                                                                        The objectives of setting up of a payments bank is to further  

                                                                                                                                                                                                                        financial inclusion by providing small savings accounts and payments/ 

                                                                                                                                                                                                                 remittance services to migrant labour workforce, low income households, 

                                                                                                                                                                                                                  small businesses, other unorganised sector entities and other users. 

 

 

                                                 The Payments Bank will be registered as a public limited company under the Companies Act, 2013.  

                                               It is governed by the provisions of the Banking Regulation Act, 1949; RBI Act, 1934; Foreign Exchange Management Act, 1999, Payment and  

                                                                                                                                                Settlement Systems Act, 2007, other relevant Statutes and Directives. 

                                                They need to maintain a Cash Reserve Ratio (CRR). 

                                            Required to invest a minimum 75% of its "demand deposit balances" in Statutory Liquidity Ratio (SLR) eligible Government securities/treasury bills  

                                                                                                                                                    with maturity up to one year. 

                                    Need to hold maximum 25% in current and time/fixed deposits with other scheduled commercial banks for operational purposes and liquidity management. 
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    Acceptance of demand deposits-Payments bank will initially be restricted to holding a maximum balance of Rs. 100,000 per individual customer. 

      Issuance of ATM/debit cards-Payments banks, however, cannot issue credit cards. 

        Payments and remittance services through various channels. 

         Business Correspondents (BC) of another bank, subject to the Reserve Bank guidelines on BCs. 

          Distribution of non-risk sharing simple financial products like mutual fund units and insurance products, etc.n 

           The payments bank cannot undertake lending activities. 

 

 

 

 

 

 

 

 

 

 

                       Low revenue-can’t undertake any lending businesses and the income stream is initially restricted to charges on remittances and efficiency of operations. 

                 Required to invest minimum 75 per cent of its “demand deposit balances” into government securities. This limits their ability to earn from the deposit base as well. 

            Banks are already offering most services that payments banks can and hence, for payments banks to offer a new and differentiated proposition will not be easy. 

       Other saving instruments like Kisan Vikas Patra, gold bonds etc have better returns than payment banks. 

     Experience from Jan Dhan Yojna has shown that many such no-frill accounts have remained dormant, thus affecting the viability of the banks. 
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