T2 INCREASE IN INTERCHANGE FEE

FromMay1,ATM
Withdrawals will
Cost You More
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FY24 - Average monthly cash
withdrawal up 5.5% on year to

1.4 crore

_ Saloni Shukla

Mumbai: The Reserve Bank of In-
dia (RBI) and the National Pay-
ments Corporation of India
(NPCI) have approved a2 increase
in the ATM interchange fee for
cash withdrawals to make the bu-
siness viable. The new fees apply
from May 1.

On March 6, 2024, the National Fi-
nancial Switch Steering Commit-
teeapprovedraisingthe ATM inter-
change fee for domestic financial
transactionstoZl9andnon-financi-
al transactions to 7. Following
this, NPCI sought RBI's approval to
implement the changes.

The revised fee structure, com-
municated by NPCI to its member
banks on March 13 and made pub-
liconlynow, willalso attarct Goods

. and Services Tax(GST)leviestobe
added separately.

Inaletterdated March11, RBlin-
formed NPCI that the ATM inter-
change fee could be determined
by the ATM network itself, NPCI
has notified RBI of the date when
the revised fee will be implemen-
ted, as stated in the letter circula-
ted to member banks, which ET
hasreviewed.

“This fee hike provides additio-
nal support to banks and white-la-
bel ATM (WLA) operators, enab-
lingthem tomaintainand enhance
the ATM infrastructure,” said
Anush Raghavan, president-
—Cash Management Solution,
CMS Info Systems. “We anticipate

that the current fee adjustment
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will further incentivise banks to
invest in and expand their ATM
networks, thereby improving ac-
cessibility and convenience for
customers nationwide.”

An earlier report from ET, pub-
lished on June 13, 2024, revealed
that ATM operators’ association
had proposed an increase in the
interchange fee, potentially rai-
sing it to 323 to make the business
more profitable.

In 2021, the interchange fee for
ATM transactions was raised
from 15 to %17. Additionally, the
maximum fee that could be char:
ged to customers per transaction
was increased from %20 to %21
This fee is typically passed on to
customers as part of their ban-
king costs and is charged by the
bank that issues the card (issuer)
to the bank where the ATM trans-
action takes place (acquirer).

Currently, savings account hol-
ders in six metro cities—Benga-
luru, Chennai, Hyderabad, Kol-
kata, Mumbai, and New Delhi-
—areentitled to five free transac-
tions per month at their own
bank’s ATMs. Additionally, three
free transactions are allowed at
other banks’ ATMs.

Sources have confirmed thatthe
increase in the ATM interchange
fee will be passed on to custo-
mers. At present, banks absorb
the costs associated with free
transactions. RBI data reveals
that, as of January 2025, Ind1a
had 2,16,706 ATMs.
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