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All Scheduled Commercial Banks
(excluding RRBS)

Dear Sir/Madam,

Guidelines on Investment Advisory Services offered by Banks

Please refer to paragraphs 86, 87 and 88 of the Monetary Policy Statement 2013-14

and the subsequent draft quidelines on Wealth Management/Marketing/Distribution

Services offered by Banks issued on June 28, 2013, seeking comments of

stakeholders. The draft guidelines dealt with, inter alia, Investment Advisory Services
(IAS) offered by banks, and the concerns arising from the conflict of interest between
these activities and the marketing/distribution activities of banks.

2. 1AS is defined and regulated by SEBI under the SEBI (Investment Advisors)
Regulations, 2013, and entities offering these activities need to be registered with
SEBI. In view of the same it is advised that henceforth, banks cannot undertake IAS
departmentally. Accordingly, banks desirous of offering these services may do so
either through a separate subsidiary set up for the purpose or one of the existing
subsidiaries after ensuring that there is an arm’s length relationship between the
bank and the subsidiary.

3. The sponsor bank should obtain specific prior approval of Department of Banking
Regulation before offering IAS through an existing subsidiary or for setting up a
subsidiary for this purpose. (Setting up of any subsidiary will, as hitherto, be subject
to the extant guidelines on para-banking activities of banks).

4. All bank sponsored subsidiaries offering IAS will be registered with SEBI and
regulated as per the SEBI (Investment Advisors) Regulations, 2013, and shall

adhere to all relevant SEBI rules and regulations in this regard.

5. 1AS provided by the bank sponsored subsidiaries should only be for the products
and services in which banks are permitted to deal in as per Banking Regulation Act,

1949.
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6. The instructions/guidelines on KYC/AML/CFT applicable to the subsidiary, issued
by the concerned regulator, as amended from time to time, may be adhered to in

respect of customers to whom IAS is being provided.

7. Banks which are presently offering IAS may reorganize their operations in
accordance with these guidelines within a period of three years from the date of

issue of this circular.

Yours faithfully

(Lily Vadera)
Chief General Manager



