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ENSURING CREDIT FLOW TO WEAKER SECTIONS

Special Liquidity
Window for Small
Finance Banks MFIs

These banks can also
classify new loansto
smaller microfin cos as
priority sector lending

Our Bureau

Kolkata: Small finance banks
(SFBs) and smaller microfinance
companiesgotaspecial focusinthe
Reserve Bank of India's latest ro-
undof booster shotsthatareaimed
at ensuring credit flow to the eco-
nomically weaKer sections.

The central bank opened aspecial
liquidity window for SFBs to lend
tocompanies in the interiorsof the
country. RBI has also fulfilled a
long-standing demand by allowing
these banks to classify their new lo-
ans to smaller microfinance com-
panies as priority sector lending in
an effort to ensure higher liquidity
for the latter:

RBI's resolution framework 2.0
would also allow these lenders the
flexibility to restructure microfi-
nance loans on a case-to-case basis.
It will provide relief to stressed cli-
ents, sald Alok Misra, chief execu-
tive of Microfinance Institutions
Network, a self-regulator for
NBFC-MF1s.

RBI said it would conduct special
three-year long-term repo opera-
tions(SLTRO)of ®10,000croreatre-
poratefor the SFBs, toprovide furt-
her support to small business
units, micro and small industries,
and other unorganised sector enti-
ties that have adversely been affec-
ted by the pandemic.

This would be deployed for fresh

lending of up to ¥10 lakh per borro-
wer and the facility would be avai-
lable till October 31, 2021, the cen-
tral bank said.

Allowing SFBs to classify fresh
lending to MFIs with asset size of
up to e500 crore as priority sector
lending would help both the entiti-
es. While it would ensure the much
needed liquidity for smaller micro
lenders, it would help SFBs toachi-
eve the mandated 75% priority sec-
tor target easily and allow them to
explore other avenues for lending,
said ESAF Small Finance Bank
managingdirector K Paul Thomas.

Thisfacility willbeavailable up to
March 31, 2022
EThad in December last year high-
lighted the possibility of RBI revi-
sing the priority sector rules to bo-
ost funding to smaller microfinan-
ce institutions.

“We are hopeful that RBI will ex-
tend this facility beyond March
2022,” said P Satish, executive di-
rector at Sa-Dhan, another indust-
ry body for MFIs.

Before Wednesday's announce-
ment, only universal banks were
allowed to classify loans to MFIs as
priority sector.
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RBI measures timely, will help manage
stress in the economy, say bankers

Step to augment
the lending
firepower of SFBs,
a welcome move:
SBI Chairman

OUR BUREAU

Mumbal, May s

Bankers have welcomed the
slew of measures announced
by the Reserve Bank of India
(RBI) on Wednesday noting
that the Central bank has con-
tinued to calibrate its policy
throughout the Covid-19 pan-
demic and will help to manage
the stress in the economy.

“The decision to create a ded-
icated 350,000 crore fund for
ramping up the Covid-related
healthcare infrastructure re-
flects the RBI's commitment to
transcend boundaries by ad-
dressing not only economic
health but also public health.
The decision to augment the
lending firepower of Small Fin-
ance Banks (SFBs) through the
priority sector tag is a very wel-
come move,” said Dinesh
Khara, Chairman, State Bank of
India. He added that the re-
structuring framework, the

The microfinance institutions
network (MFIN) has also
expressed its approval

CRR flexibility for lending to
SMEs, and the measures to help
State governments through
WMA relaxation are all aimed
to tide over the short-term eco-
nomicdisruptions.

‘Addressing uncertainties’
SS Mallikarjuna Rao, Managing
Director and CEO at Punjab Na-
tional Bankalsosaid the RBI has
comeoutwithatimelyand pro-
active set of announcements.
“Reopening of onetime re-
structuring for individuals and
MSME, incentivising credit flow
to MSME borrowers and Covid
Resolution framework 2.0 will
help address the uncertainties
faced by the most vulnerable
sections,” Rao said.

The Microfinance Institu-
tions Network (MFIN) wel-

comed the move to infuse li-
quidity for small MFIs. “As the
SFBs understand the market
well, it should lead to tangible
liquidity flow. By allowing
lenders, the flexibility to re-
structure microfinance loans
on a case-to-case basis is also
welcome as it will provide relief
to stressed clients,” it said.

Ramesh lyer, Managing Dir-
ector and VC, Mahindra Fin-
ance also said that the relief
measures by RBI are timely.
“The restructuring framework
is an important announce-
ment looking at the present
economic landscape, this will
provide as an impetus for busi-
nesses to recover from the
Covid -19 pandemic blues,” he
said.

Srikanth Vadlamani, Vice
President, Senior Credit Officer-
Financial Institutions Group at
Moody’s Investors Service said
that the restructuring frame-
work is much milder than the
blanket loan moratorium
given last year and the propor-
tion of the restructured loans
will be lower. “Nevertheless, the
need for this measure high-
lights the re-emergence of
downside risks to banks’ asset
quality,” he pointed out.
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SFBs better positioned to
evaluate credit profiles of
MFTs, say rating agencies

MITHUN DASGUPTA
Kolkata, May 5

WELCOMING THE RESERVE Bank of
India (RBI)’s efforts to incentivise small
finance banks (SFBs) to lend to microfi-
nance institutions (MFIs) by classifying
the fresh credit extended as priority sec-
torlending, credit rating agencies said as
most SFBs had operated as MFIs before
converting into an SFB, they have good
understanding of the sector and would
be in a better position to evaluate credit
profiles of smaller MFIs to lend.

Microlenders have said the RBI’s ini-
tiative should lead to tangible liquidity
flow to the microfinance sector.

“Most SFBs had operated as MFIs
before converting into an SFB and thus
have a good understanding of the seg-
ment. Further, the PSL categorisation
should incentivise SFBs to on-lend to
smaller MFls, which are currently faced
with funding constraints following the
resurgencce of the second Covid wave,”
AM Karthik, vice president & sector head
- financial sector ratings, Icra, told FE.

Crisil Ratings senior director Krish-
nan Sitaraman said incentivising SFBs to
lend to MFIs, which typically faced
higher borrowervulnerability,was “salu-
tary”.

“What helps is that 8 out of 11 SFBs
were MFIs previously, so they would be
inabetter position to evaluate the credit
profiles of the smaller MFIs and lend.
Secondly, extending the priority-sector
lending eligibility to MFIs with asset size
up to T500 crore will encourage flow of

The purpose of borrowing by
individuals and small businesses
needed to be seen as to whether it
was for credit for growth purpose
or for repaying of loans,
CARE Ratings said

credit to smaller MFIs, which have been
facing relatively bigger funding-access
challenges,” Sitaraman said, adding this
move would cover around half of the
NBFC-MFIs in India.

However, the purpose of borrowing
by individuals and small businesses
needed to be seen as towhether it was for
credit for growth purpose or for repaying
of loans, CARE Ratings said.

Alok Misra, CEO of MFIN, said, “We
expect thatwith changes in the evolving
situation, RBI will keep introducing
newer relief measures. We also anticipate
that the pricing issue would also hope-
fully be resolved soon.”
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Prop for micro
credit lenders

ASTAFF REPORTER

- Calcutta: The RBI on Wednesday announced a
series of steps to boost the microcredit sector.

#® The RBI will conduct special three-year
long-term repo operations for small finance
banks up to Rs 10,000 crore at the reporate.

B The small finance banks (SFB) will be able
to use these funds to provide fresh loans up to
Rs 10 lakh per borrower.

® SFBs will be able to treat fresh loans to
smaller _micro credit financial institutions

, (MFIsmthassetsizeofuptoRsSOOcrore)as
m'lorlty sector lending.

‘B The facility, which will be avaﬂable tlll
March 31, 2022, must be used for on-lending to
individual borrowers.

“We welcome the announcement of the RBI
allowing lending by SFBs to smaller MFIs... We
are hopeful that this will be allowed beyond
2022,” said P. Satish, executive director, Sa-Dhan.

“Liquidity is key... and today’s measure will
help the sector,” said Alok Misra; CEO, MFIN.

“The announcement reflects the effort to-
wards financial inclusion and access to liquidi-
ty in these times of stress,” said HP Singh, CMD,
Satin Creditcare Network Limited.
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EME> RBI lends a helping hand to lenders to the grassroots

B ETPrime

RBI lends a helping hand to lenders to the
grassroots

Bureau Last Updated: May 05, 2021, 06:19 PM IST

Synopsis

RBI has allowed SFBs to classify fresh lending to MFIs with asset size of up to Rs 500
crore as priority sector lending for on-lending to individual borrowers. This facility will be
available up to March 31, 2022.

KOLKATA: Small finance banks (SFBs)
and smaller microfinance companies
got a special focus in the Reserve Bank
of India's latest round of booster shots
that are aimed at ensuring credit flow
to the economically weaker sections.
The central bank opened a special
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MFIs welcome RBI decision to give
priority tag for SFB loans to smaller
microlenders, but want more

Many MFIs reported normal collection levels in the early part of April but it was slowing down as
: F V1 I j

livelthoods of borrowers were getting hit and they were conserving cash
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RBI's Covid relief: SFB loans to
MFTs get priority sector status

bpecial liquidity for SFBs to help low-income groups, say experts

Fopics
RBI | Coronavirus | Loan repayment

bubrata Panda & Abhijit Lele | Mumbai
Last Updated at May 5, 2021 23:02 IST
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RBI measures timely, will help
manage stress in the economy, say
bankers

Our Bureau | Mumbai | Updated on May 05, 2021

Step to augment the
lending firepower of SFBs, a welcome move:
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Small finance banks better placed to evaluate credit
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@ profiles of MFis: CRAs
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RBI's Moves Nuanced, Address Both
Economic And Public Health Concerns:

Bankers
SFBs will now be permitted to give fresh lending to smaller micro-finance institutions

(MFls) with asset size of up to Rs 500 crore for on-lending to individual borrowers as
priority sector lending.
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RBI'"'s moves nuanced, address both economic and
public health concerns: Bankers
o@m

Mumbali, May 5 (PT1) Bankers on Wednesday welcomed the measures announced by RBI as & nuanced attempt to address
not just economic concerns but public health issues as well.

SBI Chairman Dinesh Kumar Khara said the unscheduled statement from Govermnor Shaktikanta Das has targeted moves
to alleviate the troubles faced by multiple sectors.

“...the series of measures announced today reflect a novel approach. The decision to create a dedicated Rs 50,000 crore
fund for ramping up Covid related healthcare infrastructure reflects RBI's commitment to transcend boundaries by
addressing not only economic health but also public health,” he said in a statement,

He also appreciated the decision to augment the lending firepower of small finance banks (SFBs) through priority sector
tag, restructuring framework for individuals and small businesses, cash reserve ratio flexibility for lending to SMEs and
the measures to help the state governments through ways and means advances relaxations.

MFIN, a self-regulatory organisation of micro-lenders, was very appreciative of the attempt to infuse liquidity for small
MFIs by classifying and recognising SFBs" lending to smaller NBFC-MFIs as priority sector lending.

The body'"'s chief executive Alok Misra said Das had met sector representatives looking at the “severity of the situation”
and followed it up with the steps on Wednesday.
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SBI Chairman Dinesh Kumar Khara said the unscheduled statement from Governor

Shaktikanta Das has targeted moves to alleviate the troubles faced by multiple sectors. Spossrad by. Aarer
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".the series of measures announced today refiect a novel approach, The decision to create (

a dedicated Rs 50,000 crore fund for ramping up Covid refated healthcare infrastructure
reflects RBI's commitment o transcend boundaries by addressing not anly economic health
but also public health,’ he said in 3 statement.

He also appreciated the decision to augment the lending firepower of small finance banks
(SFBs) through priority sector tag, restructuring framework for individuals and small
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RBI's moves nuanced, address both
economic and public health concerns:
Bankers

From the non-bank lenders, Mahindra Finances Managing Director and Vice

Chairman Ramesh lyer said the measures aimed at individuals, small businesses and

micro borrowers are a timely move, and welcomed the restructuring proposals.
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Bankers on Wednesday welcomed the measures announced by RBI as a nuanced attempt
to address not just economic concerns but public health issues as well.
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SBI Chairman Dinesh Kumar Khara said the unscheduled statement from Governor Shaktikanta Das has targeted moves
to alleviate the troubles faced by multiple sectors
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