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There's Also Good of Small Things

Alok Misra
|

Inthelast year, there hasbeen an ava-
lanche of negative news on microfin-
ance. Much of itiseither inaccurate
or overstated. Most of the coverage
focuses on over-indebtedness, recov-
ery practices, credit quality and in-
terest rates. Before delving into these
issues, it’s important to highlight the
size of the sector:

Excluding SHG-bank linkages, micro-
financereached 75 mn low-income
clients across 720 districts, including
112 aspirational districts, as of June
30. The credit outstanding stands at
¥3.551akh cr; just2% of India’s total
banking sector credit flow.

A 2021 NCAER study;, ‘Present and
Potential Contribution of Microfin-
ance to India’s Economy’, found that
the sector contributes 2.03% to India’s
GVA and generates employment for
1301akh people. Since the study was
based on 2018-19 data, thesefigures are
likely to have increased. Importantly,
microfinance also promotes women’s
empowerment, builds digital capabili-
ties and helps curb urban migration.
Not many know that microfinance cli-
ent data (disbursement and recovery)
isupdated daily with credit informa-
tion companies (CIC), though the regu-
latory requirement is 15 days.

RBI'sregulations prudently mandate
that repayment obligations for micro-

finance loans should not exceed 50% of
aborrower’s household income. This
ensures that at least half of the inco-
me remains available for expenses, re-
ducing therisk of financial distress.
Inaddition to this safeguard, Micro-
finance Industry Network (MFIN) has
set further protective measures: no
more than three regulated entities
(REs) are allowed tolend to a single
borrower,; and the combined loan am-
ount from all sources must not exceed
Z21akh. These guard rails are design-
ed to promoteresponsiblelending and
prevent over-indebtedness among low-
income borrowers.

A double check on the repayment-to-
incomeratio and a cap on the number
of lenders help ensure sustainable debt
levels. These aren’t just paper norms
— MFIN conducts quarterly reviews
of CIC data to monitor compliance.

Asof March, 95.6% of microfinance
borrowers had fewer than three lend-
ers,and 84% had an outstanding loan
of less than #.21akh, afar cry fromthe
alarming picture often portrayed. Still,

Micro, not just chips

avalid question remains: why don’t
all borrowers have fewer than three
lenders? The answer lies in KYC gaps.

Following the Supreme Court’s 2017
judgment, REsare not allowed to store
or report Aadhaar numbers to CICs.
e-KYChasn't solved the issue either;
astheinability to report Aadhaar de-
feats its purpose. Currently, voter [D is
used as an alternative, but it is not fool-
proof. The industry has been request-
ing permission to use Aadhaar—if
not infull, then at least the last four
digits. Allowing Aadhaar usage with
proper safeguards could help resolve
theremaining issues in approximate-
1y 5% of cases.

There have been questions on credit
quality and recovery practices. Sev-
eral factors contributed to the dip in
credit quality last year —extreme
heat, wrongful incitement by non-sta-
teactors, and state-specific incidents.
Acknowledging the challenge, RBI
issued an advisory urging the public
nottofall prey to false assurances by
non-state elements.

Portfolio quality,
asmeasured by Po-
rtfolio at Risk (1-90
days), is gradually
returning tonormal,
| standingat4% asof
W | June Therecovery
| couldhavebeenst-
ronger but forash-
arpdecline in liquid-
ity —bank funding
to NBFC-MFIshas
dropped by 54%. The
industry hasurged
Goltorevivethe
guarantee scheme
for wholesale lend-

ing by banks to MFIs, as was done in
2021. Ironically, even as banking sys-
temliquidity isat an all-time high,
microfinance faces a severe funding
crunch, pushing nearly 70 lakh clients
outof the formal financial system.

Loanrecovery by RBI's REs follows
the apex bank’s Fair Practices Code,
and the industry’s code of conduct. A
three-tier grievance redressal system
isinplace, with MFIN operatinga
24x7 second-level helpline. Most news
reports, when verified by MFIN, show
nomicrofinance involvement. Rebut-
tals are issued, but the perception da-
mage is done. While sporadic issues
may arise among8cr clients, the sec-
tor’sstrong systems and strict enfor-
cement of norms deserve emphasis.

Finally, on pricing —despite operat-
ing on thin margins, offering collater-
al-free loans and navigating periodic
credit quality dips, even a15-bps rate
hike by one institution makes head-
lines. Yet, the sector maintains trans-
parency, publicly disclosing institu-
tion-wise minimum, maximum and
weighted average interest rates. Rep-
orts on pricing often ignore broader
sector comparisons, the cost of door-
step service, and that rates reflect the
costof funds, operational expenses
and creditrisk.

Informal finance continues to holda
significant share —accounting for 31%
of ruralloans. There’s isno substitute
for well-regulated microfinance. The
facts bear repeating: sensationalism
and exaggeration must not be allowed
toovershadow the sector’s vital role in
India’s economicjourney.

The writer is CEO-director, Micrafinance
Industry Network (MFIN)
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MFIN Appoints New Leadership as Microfinance
Sector Faces Growth Challenges

Svatantra Microfin’s Vineet Chattree takes helm as industry body navigates regulatory

headwinds while serving 80 million women borrowers

The Microfinance Industry Network (MFIN) has appointed Vineet Chattree of Svatantra
Microfin as its new Chairperson, signaling fresh leadership for India’s premier microfinance

industry body as the sector grapples with structural challenges while expanding its reach.

Leadership Transition at Critical Juncture
At MFIN's 16th Annual General Meeting in Gurgaon, Chattree, currently Managing Director
at Svatantra Microfin Pvt Ltd, assumed the top role alongside Vice Chairperson Dibyajyoti

Pattanaik, Director at Annapurna Microfinance Pvt Ltd.

The appointments come as India’s microfinance sector—serving over 80 million low-income
women—navigates operational headwinds while maintaining its financial inclusion mandate

across the country’s underserved communities.
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RBI has set up 2,421 centres for financial
literacy to cover rural areas: Minister

POSTED BY: GOPI AUGUST 5, 2025

New Delhi, Aug 5 (SocialNews.XYZ) The National Bank for Agriculture and Rural Development
(NABARD) and the Reserve Bank of India (RBI) have undertaken various interventions to promote
financial literacy and awareness among the rural population, including microfinance borrowers, the
Parliament was informed on Tuesday.

The Centre for Financial Literacy (CFL) project has been initiated by the RBI since 2017 with an
objective to adopt community-led, innovative, and participatory approaches to financial literacy. A
total of 2,421 CFLs have been set up across the country as on March 31, 2025, with each CFL covering
three blocks on average, Minister of State for Finance Pankaj Chaudhary said in a written reply to a
question in the Rajya Sabha.
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RBI has set up 2,421 centres for
financial literacy to cover rural
areas: Minister

Neel Shirodkar August5, 2025

New Delhi, Aug 5 (IANS) The National Bank for Agriculture and Rural Development
(NABARD) and the Reserve Bank of India (RBI) have undertaken various
interventions to promote financial literacy and awareness among the rural
population, including microfinance borrowers, the Parliament was informed on
Tuesday.
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RBI has set up 2,421 centres for financial literacy to cover rural
areas: Minister

New Delhi, Aug 5 The National Bank for Agriculture and Rural Development
(NABARD) and the Reserve Bank of India (RBI) have undertaken various
interventions to promote financial literacy and awareness among the rural
population, including microfinance borrowers, the Parliament was informed on
Tuesday.

The Centre for Financial Literacy (CFL) project has been initiated by the RBI since
2017 with an objective to adopt community-led, innovative, and participatory
approaches to financial literacy. A total of 2,421 CFLs have been set up across the
country as on March 31, 2025, with each CFL covering three blocks on average,
Minister of State for Finance Pankaj Chaudhary said in a written reply to a question
in the Rajya Sabha.
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RBI has set up 2,421 centres for financial
literacy to cover rural areas: Minister

Aug 05, 2025, 22:10 IST 0 o @ @

New Delhi, Aug 5 (IANS) The National Bank for Agriculture and Rural Development (NABARD) and
the Reserve Bank of India (RBI) have undertaken various interventions to promote financial
literacy and awareness among the rural population, including microfinance borrowers, the
Parliament was informed on Tuesday.

The Centre for Financial Literacy (CFL) project has been initiated by the RBI since 2017 with an
objective to adopt community-led, innovative, and participatory approaches to financial literacy.
A total of 2,421 CFLs have been set up across the country as on March 31, 2025, with each CFL
covering three blocks on average, Minister of State for Finance Pankaj Chaudhary said in a
written reply to a question in the Rajya Sabha.
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RBI has set up 2,421 centres for financial
literacy to cover rural areas: Minister

& By IANS | Published on @ Tue, Aug 52025 22:10 1ST

NEW DELHI, AUG 5 : The National Bank for Agriculture and Rural Development (NABARD) and the
Reserve Bank of India (RBI) have undertaken various interventions to promote financial literacy and
awareness among the rural population, including microfinance borrowers, the Parliament was informed

on Tuesday.

The Centre for Financial Literacy (CFL) project has been initiated by the RBI since 2017 with an
objective to adopt community-led, innovative, and participatory approaches to financial literacy. A total
of 2,421 CFLs have been set up across the country as on March 31, 2025, with each CFL covering
three blocks on average, Minister of State for Finance Pankaj Chaudhary said in a written reply to a

guestion in the Rajya Sabha.
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RBI has set up 2,421 centres for financial literacy to
cover rural areas: Minister

& 06/08/2025 A& BILKUL ONLINE

New Delhi, Aug 06: The National Bank for Agriculture and Rural Development (NABARD) and the
Reserve Bank of India (REI) have undertaken various interventions to promote financial literacy and
awareness among the rural population, including microfinance borrowers, the Parliament was

informed on Tuesday.

The Centre for Financial Literacy (CFL) project has been initiated by the RBI since 2017 with an objective
to adopt community-led, innovative, and participatory approaches to financial literacy. A total of 2 421
CFLs have been set up across the country as on March 31, 2025, with each CFL covering three blocks on
average, Minister of State for Finance Pankaj Chaudhary said in a written reply to a question in the Rajya
Sabha.
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RBI has set up 2,421 centres for financial literacy to cover rural areas:
Minister

News By Tags |#RB1 #Economy #Center #PankajChaudhary #NABARD

The National Bank for Agriculture and
Rural Development (NABARD) and the
Reserve Bank of India (RBI) have
undertaken various interventions to
promote financial literacy and awareness
among the rural population, including
microfinance borrowers, the Parliament
was informed on Tuesday.

The Centre for Financial Literacy (CFL)
project has been initiated by the RBI since
2017 with an objective to adopt

community-led, innovative, and
Iparticipatory approaches to financial literacy. A total of 2,421 CFLs have been set up across the country
as on March 31, 2025, with each CFL covering three blocks on average, Minister of State for Finance
{Pankaj Chaudhary said in a written reply to a question in the Rajya Sabha.
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2,421 centres established for financial
literacy; Sa-Dhan, MFIN driving

compliance: MoS

In a bid to enhance financial accessibility, India has launched more than 2,400 Centres for
Financial Literacy (CFLs). The role of Self-Regulatory Organizations (SROs) such as Sa-Dhan
and MFIN is crucial in ensuring compliance within the microfinance sector. With recent shifts
towards a principle-based approach regarding interest rates, some microfinance institutions
(MFIs) have increased their lending rates, complicating the landscape.
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RBI, NABARD Drive Financial Literacy and Microfinance Reform

» RBI and NABARD have set up 2,421 Financial Literacy Centres (CFLs) to enhance financial awareness in rural
areas through community-led education and digital literacy programs.

= Microfinance norms have been eased, with simplified definitions, removal of loan usage restrictions, and capped
repayment obligations to protect borrowers.

« Self-regulatory bodies like Sa-Dhan and MFIN are helping curb borrower over-indebtedness by limiting loan
exposure and ensuring ethical lending practices.

The Reserve Bank of India (RBI) and the National Bank for Agriculture and Rural Development (NABARD) have
undertaken several initiatives to promote financial literacy and inclusion among rural populations, especially
microfinance borrowers, the Parliament was informed.

Minister of State for Finance Pankaj Chaudhary, in a written reply in the Rajya Sabha, said the RBI launched the
Centre for Financial Literacy (CFL) project in 2017 to foster community-led and participatory financial education. As
of March 31, 2025, a total of 2,421 CFLs have been set up across the country, with each centre covering an average
of three blocks.

MABARD has also been supporting financial and digital literacy campaigns through rural bank branches and
Financial Literacy Centres (FLCs) in areas with limited financial awareness. These initiatives aim to educate citizens
about banking products, government social security schemes, digital banking, and cybersecurity.
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NABARD and RBI Promote Rural Financial Literacy
through Various Initiatives; 2,421 Centres for Financial

Literacy Set up Nationwide

National Bank for Agriculture and Rural Development (NABARD) and Reserve Bank of India (RBI) have
undertaken various interventions to promote financial literacy and awareness of rural population, including
microfinance borrowers.

This is promoted through following initiatives:

1. NABARD has been providing financial support for conduct of Financial and Digital Literacy Camps through rural
bank branches and Financial Literacy Centres (FLCs) in areas with limited awareness. These programmes entail
generating awareness on various banking products, social security schemes of Government of India, digital
banking, mobile banking, cyber security, etc.

2. Centre for Financial Literacy (CFL) Project has been initiated by RBI since 2017 with an objective to adopt
community-led innovative and participatory approaches to financial literacy. A total of 2,421 CFLs have been set

up across the country as on March 31, 2025 with ane CFL covering three blocks on an average

3. NABARD also sponsors Village Level Programmes (VLPs) which are conducted with the support of banks and State
Rural Livelihoods Missions (SRLMs) for a better interface between bankers and Self-Help Groups (SHGs) to
facilitate opening of SHG accounts, their credit linkage and regular loan repayments, thereby facilitating financial
inclusion at the village level.
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Jharkhand shocker: Unable to repay MFI loans, women are fleeing villages
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JHARKHAND: FLIGHT OF
THE DEBT-RIDDEN WOMEN

Many take loans in other people’s names, and flee when they are unable to repay, leaving MFIs stuck with bad debt

Ritwika Mitra
fesdbuckgiivermintcom
 KODERMA JHARKHAND

B Dhora Kola village in Jharkhand’s

Kodermadistrict, life s inchingback

tonormal foran18-year-old teenager,

her siblings, lnd father. Sometimes

neighbours come inand askabout her
mothers whereabouls.

Eight years ago, the teenager’s mother
fledthevilligesfiertakingloans worth over
316 lakh from microfinance institutions
(MFls)and traditional money lendersinthe
‘nameof another woman in the village.

'lhh isacommon| inthevillsge.

‘orinstance, if person A is in desperate
nudnrmnduhemwmm-n 4 nelgh-

lle debisnd isunsbleto repay them. The

comes to Bonee her documentsare
wrlfodandtngivostemoneyioA.who
paysthe monthly installments. IFA failsto
repay, then B inwhosename the loan was
given, is held secountable by the MFT o
monwlmder

‘Theteenager's mother,a habitual bor-
rower, said she had no option but (o flee
the village once neighbours realized the
scale of the loans taken by her, and

Jusggling boaresat
differentexpenses My husband had kid-

neydisease, then I married offmy daugl-
tersuportedthemwhenhey bk,
and then there was the children’s educa-

tion...and the daily expenses,”she said.

Beforelong, the borrowing had
closeto 216 kakh. Now, she makesa living
selling sarls door-to-door somewhere n
Koderma. “If I have to visit home, it is(n
the middle ofthe nightso that nobodygets
o know_my daughiers come and lve
withme sometimes,” she
vayp'mndldmhmm
on condition of anonymity.
. ’

creditscorestyp-
ically drop and it would be difficult for
them to get more loans from MFIs. This

forcesthemtoresort toinformal and more
expensive forms of borrowing.
Arccent paper, Prevalenceof non-in-

stitutional borrawing among Indian

Jharkhand.

Salaidih, Jainagar and Markacho in
Kodermashowed that quite a few women
takins

women. This was the Sclf Employed
‘Women's Assoclation (SEWA) Bank,

ROLLER-COASTER

to treatment for unwoll children. While
they were able topay Instalmentsat first,

g InFY25, g
5‘*”’"‘.‘.’“‘7{;'“’.'2‘"“"“2’"""‘" 13.5%, maldng it one of the worst years & o
Irawing data from the Centre for Moni- | women. Aler the 1990s, the microfinance sec- pointed out that it is not feasible for
toring Indian Economy, shows that [ W tor d . with th S e (9 S womentoinvestand nnavisble|
i aversuch
with lakh, Th 0 b R opuraten
needs, In four (amilos | MFls botwean 2000 snd 201 encour- theviagesin Kodermadisrict i g CSLTEtES “Youare givingloans o prople
this he e who otherwise cannot access formal
Uttarakhand, and Telangana. mmehmwmnmmmunm to MFIs. were forced to fiee villages after loans that would eater to productive
Microfinance operations are spread | aftor drawing loansusing other people’s | However, the of the £ Investment,” she said.
women. “Peaple typieally take these loans for
ferritories. is i Kalpana professor of | theirtrucintent—were they instruments [ L - comsumption.to tideoverarough period
Thesector 1T Maciras, says | of poverty alleviation or profit-making -~ or deal with a big expense. Since they
comprises non-banking financial compa- AND o
ics (NBFCS), NBFC-MFIs, banks, small | the village leaves.a huge impacton their | In 2010, Andha Pradesh saw a crisis, 5 s R they canend up havin toborrow rom
finance banks (SFBs), and non-profit | lives and sense of well-being. “When | with several nucma lmm 10 the The poor often take these high- o6 o WS the first loan orbor-
The chal- Interest loans ust to provice e e mnmm mm.cy nders at even higher
= pay their o st rates. This then becomes
~ she sald, adding that | ment Some et trap,” sald Ghosh.
ea as compared (o before,” confirmed est rates, ) cemmity Gitfa Devi in Dhola Kora village had
of stigma and mpa and | costs, treatment. MRCWN  takon a loan during the lockdown and
imited, an th ol ! pomsie saidthatitwasimpossible for the family
NBFC-MFLandaboard memberat Micro- | In several villages we visited, people | andcredit cost. - fndesito  tnsustain itself—to pay for thechildren’s
Financelnstifutions Network, an associa- loans— |~ While NOW e education, and her husbend's
tionof NBFC-MFls. they had paused pay- | aimed at financial inclusion, the high sl sis treatment in Ranchi, The mother of
‘The distress in rural o et interest d 26%—and The flight of the debr-ridden e Aktes dinpiers aid o s
lash if they revealed | uninformed lendingchoices with which ‘women out of the vilage L the family was dependent on mica for
rowers whose bets did  publishedon Tjuly,stated  detalls. - theirivekhood,
notpayoff- who i In Jainagar village, an Research their liv ] e refused to pay the remaining
100k Joans tn the hoy y shows that well-being, They areina - S WS CRE Mg, uvmommmumnmwm
el Tankneas would etum to nomalcy for the d d
- but it didn’, Nara- commrarmoT i (¢ W told them we nad taken the
Blaradded. MFi sector from thesecond  massive Joans, ranging |  Last year, RBI deputy governor M. Joan because we had no money, but we
Indeed, the microfi- P Hajeshy She | farthe poar are not in a position to clear the loans
‘nance Industry hasbeen the year. lakh.“But peoplewillfind | ing high interest rates on loans and for now,” shesaid.
streased for many quar- stafler and screamed a him:*Kaws sa | 1s driven by a constant demand for | i Mammen, executive director &
four NBFCs-Nav | Loan k. the easy | CEQofSa-Dhan, an association of mpact
Iivelihood. Finserv, DMI Finance, Asirvad Micro Youdon'tknow | suppi
Spandana Sphoorty, a NBFC-MFL, for | theirhousewithoutkans?” heuestioned. | Finance and Arohan Finaneial St | theroica loan onyour name?” They ket | thedémand toanextent,”said Prof. Ker- selFegulaiory onganieaion for MFls,
B8 callmgand unakaran. slowdown (n
acrondingto Thewomen | violtions. the loan.” Dathotteeorid b, pmimlc gy
lndhhhu said they wereinastate of constantstress. MannuSeth,

sald

nylheynelhruuwd.mdlnumldiz

MICA
n Salaldth village, this

stressors, and the general elections
1m) borrowers, foreed

bunements declined dor the mkrdl- Ahu; recovery staffer of a bank-led | shewouldrepay theloantopreserve her | Lreporter spoke toat least 12 them 1o borrow from more
waits outside Munni Devi's | family's reputation. “Ie>a hain na (We | women who said they have 5
remain suggish in QFY26, In Hoe with % stopped reaying theirloans. In ‘While people inthe MFIsec-
the seasonallty factor, Profitability was | In moremen after sunset to frighten the | his recovery polnts in the village, she |  That isn't the only repayment. Mannu | one househokd, the recovery torsaid the stress that thesector
villagers, spes EDTV isexperiencingisacyclical pro-
widened for most NEFC-MFIs during about in-law, who p.
4QFY25, lozn | While she does not mention the total
creditcosts,” the ratings agency statedin | guidelines. and in case there aro viola- | of over €25 lakh to MFls. “Darr se chal | amount borrowed, the monthly install- | mica mining. But when the qu.;.g,y they feel compelled to borrowrin
a recent report. “This e £a 'y fear),” shesays. relong
Y complaint. her name, as well as those taken in ling smnu
write-offs and operating expenses ris- d | time, names of her daughter and the unm treksto the miningarea, Prof. Karunakaran pointed
! no or cli- | repaying the current one. She has two | mother-in-aw. Though mica mining is outlawed In
it ents. Cu Il th i Delhi and Mumbai—who |  1t's not easy for the family. Mannu | Jharkhand, the local population is | work opportunities. “If the state is not
“Things, however, may look up later this mm Jharkhand Thv While | generating livelihoods, and the only
year. The rati stated that it | plainif ludingill- | State livelihood Promation Society eigh
rotumtonormalcy forthe | ery staff.” he said. s, and buying a house. Officoas a helper. Her husband works | loans, i i
MFlscetor fomthesecondhalfof theyear. In the next lane, several families | 1n Delhizs an auto mechanicand makes | between 215,000 and 218,000, they | shewondered.
LOSINGSIGHT OF THEMISSION | gathertotalkabout howthey fell vietim | around 120,000, most of which he
PALPABLEDISTRESS Y India thefirst microfinance insttu- | to a neighbour, who borrowed from iswifc to i samequestion.
g upin multiple peaple and then fled with her | the loan. Thereason fortakingtheloansranged | Ritwika Mitra is an independen jour-
VA villazos of Dhora Kola, Kharkota, ivi ire fami i woddings | nati in Kol
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Jharkhand shocker: Unable to repay MFI
loans, women are fleeing villages

Eight years ago, the teenager’s mother fled the village after taking loans worth over P16 lakh from
microfinance institutions (MFIs) and traditional moneyv lenders in the name of another woman in the

village.

This is a common practice in the village. For instance, if person A is in desperate need of funds, she
convineces B, a neighbour or friend, to borrow money. A does this because she already is juggling multiple
debts and is unable to repay them. The loan comes to B once her documents are verified and she gives the
money to A, who pays the monthly installments. If A fails to repay, then B, in whose name the loan was

given, is held accountable by the MFI or monevlender.

The teenager’s mother, a habitual borrower, said she had no option but to flee the village once neighbours

realized the scale of the loans taken by her, and demanded repavment.
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Smallcap Stock To Buy Under Rs 100: Axis Securities Recommend Buy On
This Small Finance Bank; Who?
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Smallcap Stock To Buy Under Rs 100: Axis
Securities Recommend Buy On This Small
Finance Bank; Who?

Brokerage Axis Securities has recommended BUY on one small finance bank
stock. This is Equitas Small Finance Bank which is currently near Rs 54
levels. The new target price set is Rs 69.

According to the analyst, EQSFB continues to grapple with asset quality pain
flowing in from the MFI portfolio, thereby keeping credit costs elevated. In Q1,
apart from the MFI portfolio, higher slippages were from the smaller ticket size
SBL portfolio, owing to the adverse impact of the KA ordinance. The X-bucket
CE in SBL, which had dropped to 96.2% in Feb'25, has seen an improvement
to 98.4% in Jun'25 with focused collection efforts.
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Microfinance Stress Manageable: Ministry

HYDERABAD: Minister of state for finance Pankaj Chaudhary
acknowledged a significant rise in stressed assets in the microfinance
sector during a Lok Sabha session, responding to questions by Hyderabad
MP Asaduddin Owaisi.

Owaisli raised concerns about a 163 per cent surge in microfinance loan
delinguencies amounting to Rs 43,000 crore in fiscal 2024-25, especially
among small borrowers. He sought the government’s assessment of risks
to NBFC-MFls, small finance banks and the wider credit ecosystem, along
with any corrective measures in place.
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MFIN seeks credit guarantee support from govt to boost bank lending to
sector
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India's microfinance sector seek up to
$2.2 billion credit guarantee support
from government, official says

By Ashwin Manikandan

(<]

August 12, 2025 5:48 PM GMT+5:30 - Updated 18 hours ago

MUMBAI, Aug 12 (Reuters) - India's microfinance industry has sought credit guarantee support of up to
200 billion rupees ($2.2 billion) from the government to spur loan growth in a sector grappling with higher

borrowing costs, senior industry officials said on Tuesday.

The Microfinance Industry Network has sought up to 75% default guarantee coverage from the union
government on bank loans to microfinance institutions, Alok Misra, CEO of the self-regulatory organisation
for the sector, told reporters at a press conference.
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MFIN seeks credit guarantee support from
govt to boost bank lending to sector

MUMBAL (Aug 12) Microfinance Industry Network (MFIN) has sought credit
guarantee support from the government to ensure that banks get comfort in lending
to the sector.

There is a need for a "leap of faith", which will ensure funding to MFls and start a
virtuous cycle that will help economic activity as well, the self-regulatory
organisation's (SRQ) chief executive Alok Misra told reporters here.

Misra said NBFC-MPFIs are dependent on bank lending for almost two-thirds of their
resources, and added that banks are showing some reluctance to lend to the sector,

leading to "severe liquidity constraints”.
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Microlenders seek govt guarantee
to tide over liquidity crunch

Mumbai: India’s microlenders have sought a sovereign-backed
scheme that would guarantee bank loans to these institutions,
allowing access to cheaper capital as they face a funding squeeze.
The Microfinance Institutions Network (MFIN) has sought a
115,000-20,000 crore guarantee scheme and wrote to the gov-
ernment on 15 July, Alok Misra, director and chief executive of
the industry body, told reporters on Tuesday. ABIRAMISEKAR
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PRESS TRUST OF INDIA
Mumbai, August 12

MICROFINANCE INDUSTRY NET-
WORK (MFIN) has sought credit
guarantee support from the gov-
ernment to ensure that banks get
comfort inlending to the sector.
There is a need for a “leap of
faith”, which will ensure funding
to MFIs and start a virtuous cycle
thatwill help economicactivity as
well, the self-regulatory organisa-

tion’s (SRO) chief executive, Alok
Misra, said.

Misra said NBFC-MFIs are
dependent on bank lending for
almost two-thirds of their
resources, and added that banks
are showing some reluctance to
lend to the sector, leading to
“severe liquidity constraints”.

“Once (bank) funding starts,
disbursements (by MFIs) will
improve,” Misra said, pointing out
that the gross loan portfolio forall

microlenders has declined by
nearly 17% in the three months
ended Juneto¥3.53lakh crore,and
the number of borrowers has fallen
69 to 75 million.

MFIN has written to the gov-
ernment in July, seeking a
%15,000-20,000 crore credit guar-
antee scheme for the sector,where
the government guarantees up to
75% of an MFI’s borrowings from
banks and the banks get the com-
forttolend,he said.

MFIN seeks credit guarantee support from govt

Pointing out that a similar
schemewas implemented success-
fully during the Covid period
in 2021, he said the ¥7,500-crore
fund for the purpose was not
utilised as all the MFIs paid
their dues.

Misra said representatives of
micro lenders will be meeting
top Finance Ministry officials
next week to discuss the propos-
als and follow up by meeting
bank chiefs.

ADFACTORS PR

Reputation & Critical Issues Advisory




F powering
finance
—_

MICROFINANCE INDUSTRY NETWORK

Publication: The Financial Express

Date: August 14, 2025

Edition: Chandigarh
Page: 10

PRESS TRUST OF INDIA
Mumbai, August 12

MICROFINANCE INDUSTRY NET-
WORK (MFIN) has sought credit
guarantee support from the gov-
ernment to ensure that banks get
comfort inlending to the sector.
There is a need for a “leap of
faith”, which will ensure funding
to MFIs and start a virtuous cycle
thatwill help economicactivityas
well, the self-regulatory organisa-

tion’s (SRO) chief executive, Alok
Misra, said.

Misra said NBFC-MFIs are
dependent on bank lending for
almost two-thirds of their
resources, and added that banks
are showing some reluctance to
lend to the sector, leading to
“severe liquidity constraints”.

“Once (bank) funding starts,
disbursements (by MFIs) will
improve,” Misra said, pointing out
that the gross loan portfolio for all

microlenders has declined by
nearly 17% in the three months
ended Juneto ¥3.53 lakh crore,and
the numberof borrowers has fallen
6% to 75 million.

MFIN has written to the gov-
ernment in July, seeking a
%15,000-20,000 crore credit guar-
antee scheme for the sector,where
the government guarantees up to
75% ot an MFI’s borrowings from
banks and the banks get the com-
fort tolend, he said.

MFIN seeks credit guarantee support from govt

Pointing out that a similar
scheme was implemented success-
fully during the Covid period
in 2021, he said the ¥7,500-crore
fund for the purpose was not
utilised as all the MFIs paid
their dues.

Misra said representatives of
micro lenders will be meeting
top Finance Ministry officials
next week to discuss the propos-
als and follow up by meeting
bank chiefs.
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MFIN seeks credit
guarantec support
to boost funding

Microfinance industry network (MFIN) - a
self-regulatory organisation for the NBFC-
MFIs — has sought credit guarantee support
from the government to ensure that banks get
comfort in lending to the NBFC-MFIs.
Additionally, MFIN is meeting with chiefs of
banks regarding increasing funding to NBFC-
MFIs, following collection efficiency in the
segment improving. BS REPORTER
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MFT self-regulatory bOdlCS seck credit guarantee scheme

Our Bureau
Mumbai

To encourage banks to step
up lending to non-banking
finance company-microfin-
ance institutions (NBFC-
MFlIs), two MFI sector self-
regulatory ~ organisations
(SROs) — Microfinance In-
dustry Network (MFIN) and
Sa-Dhan — have proposed to
the Finance Ministry to for-
mulate a credit guarantee
scheme.

While MFIN has mooted a
credit guarantee scheme of
15,000 crore to 20,000
crore, Sa-Dhan wants a guar-
antee scheme of a suitable
size that will meet the liquid-
ity needs of small and mid-
sized NBFC-MFIs.

Banks have tightened
credit appraisal norms for
NBFC-MFIs after the latter’s
asset quality deteriorated
due to a host of factors, in-
cluding the June 2024 heat
wave in some parts of the
country. This affected in-
come-generating  activities
of customers, resulted in the
inability of over-leveraged
borrowers to repay, and a
rise in credit costs, which led
to a decline in funding from
banks to NBFC-MFIs.

MFIN and Sa-Dhan have
cited the success of the gov-
ernment’s 2021  Covid
period scheme. The ¥7,500-
crore Credit Guarantee
Scheme for MFIs provided
75 per cent guarantee on
funding by member lending
institutions ~ (MLIs) to

NBFC-MFIs/MFIs for fur-
ther on-lending to eligible
small borrowers.

Alok Misra, CEO & Dir-
ector, MFIN, said, “We have
requested for a credit guar-
antee scheme. We high-
lighted that the 2021 scheme
kick-started a virtuous cycle;
it had no fiscal implications.
The entire money came back,

nobody  invoked  the
guarantees.”
Misra observed that MFIN

is also working on meeting
with the bankers.

“So, both pull and push
factors are working, and we
are hopeful thatin one totwo
months we will see a solution
to the liquidity (tightness be-
ing faced by MFIs)... We will
also be able to show (the
banks) that despite falling
disbursement, the recovery
(from bad loans) is inching
up,” the MFIN chief said.

‘NOT SO EASY’

Jiji Mammen, Executive Dir-
ector & CEO, Sa-Dhan,
noted that fundraising is a
big challenge for small and
mid-sized microfinance in-

stitutions. “Lenders need

some kind of comfort for
lending. This can be in the
form of a sovereign guaran-
tee. During Covid, a guaran-
tee fund of ¥7,500 crore was
created. Based on this, banks
extended credit to various
MFIs. It should be appreci-
ated that hardly any guaran-
tee was invoked.”

“Based on the good track
record of the earlier guaran-
tee fund, we have requested
the government to create an-
other fund so that NBFC-
MFIs, which specialise in last
mile funding, get loans from
banks and grow their book,”
Mammen said.
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MFIN seeks
credit guarantee
support from govt

Microfinance Industry
Network (MFIN) has sought
credit guarantee support from
the government to ensure that
banks get comfort in lending
to the sector. There is a need
for a "leap of faith", which will
ensure funding to MFIs and
start a virtuous cycle that will
help economic activity as well,
the SRO chief executive Alok
Misra told reporters.

Misra said NBFC-MFIs are
dependent on bank lending
for almost two-thirds of their
resources, and added that
banks are showing some
reluctance to lend to the sec-
tor, leading to "severe liquidity
constraints”. "Once (bank)
funding starts, disbursements
(by MFIs) will improve,” Misra
said, pointing out that the
gross loan portfolio for all
microlenders has declined by
nearly 17% in the three months
to June to Rs 353 lakh crore,
and the number of borrowers
has fallen 6% to 7.5 crore. -PT7
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MFIN seeks credit guarantee support from
government to boost bank lending to sector

has sought credit guarantee support
from the government to ensure that
banks get comfort in lending to the
sector.

There is a need for a "leap of faith",
which will ensure funding to MFIs and
start a virtuous cycle that will help

economic activity as well, the self-regulatory organisation's (SRO) chief
executive Alok Misra told reporters here.
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Microfinance stress is justified, says MFIN;
seeks 220,000 crore credit guarantee
scheme to boost lending

“The current stress in microfinance & occasional, triggered by a heatwave, borrower

agitations, and the Karnataka episode, not structural or oyclcal,” =aid MFIN CEO Alok Misra

responding to ETEFS!'s query. He added that the industry has sought a R= 15,000 - 20,000

crore credit gusrantee scheme to ease liquidity, cut banks” risk perception, and boost lending.

ETEFS

Shrishti Sharma - E7 23
Pubdabes On Aug 12, 202% ul 0% P 5T ‘: L.J -

The stress in the microfinance sector is neither structurel nor cyclicel but

occasionsl and driven by a set of external events, according to Alok
Misra, CEO & Director of Microfinance Institutions Network (MFINL
Misra said the sector remsins fundementslly strong, with recoveries
improving and portfolio quality under control, but is facing a liquidity
crunch thet requires urgent policy support.
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What led microfinance industry to seek a Rs
20,000 crore credit guarantee fund

Bank credit to NBFC-MFlIs fell about 38 per cent in FY25 to a little over Rs 57,000 crore,
compared with the previous year. The pullback followed deteriorating asset quality in FY25,
caused by factors such as the June 2024 heat wave that disrupted borrowers’' income, over
leveraging among clients, and rising credit costs.

ETBFSI Research + ETBFSI =
G s <) (@ (e

Published On Aug 13, 2025 ot 0&:00 AM IST

What led microfinance industry to seck a Rs 20,000 crore credit guarantee fund

Summary:
Why has bank funding to NBFC-MFIs fallen nearly 38% in FY25? Could
the June 2024 heat wave, over-leveraging, and rising credit costs be to

blame? Why are public sector banks lending only to “A” rated MFIs, and
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Microlenders seek govt guarantee to tide
over liquidity crunch
Microfinance institutions have been facing a funding squeeze after R8I fagged

“waurious” rates being charged by some of the lenders and fightened rules fo curb loan
frenzy last year

Mumbai: India's microlenders have sought a sovereign-backed scheme that
would guarantee bank loans to these institutions, allowing access to cheaper
capital as they face a funding squeeze.

The Microfinance Institutions Network (MFIN) has sought a £15,000-20,000
crore guarantee scheme and wrote to the government on 15 July, Alok Misra,
director and chief executive of the industry body, told reporters on Tuesday.
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MFIN seeks ¥20,000-cr credit guarantee from govt to
boost NBFC-MFIs

MFIN seeks 5 F15,000-F20 000 crore government-backed credit guaranfee to encourage banks fo lend to NBFC-MFls, cilimg
improved collection efficiency and hiquididy needs

Microfinance Industry Network (MFIN) — a self-regulatory organisation for NBFC-MFIs — has
sought credit puarantee support from the government to give banks greater comfort in lending
to the sector. Additionally, MFIN is meeting bank chiefs to push for higher funding to NBFC-
MEFIs, following improved collection efficiency in the segment.

Alok Misra, Chief Executive Officer of MFIN, said they have written to the government seeking a
£15,000—%20,000 crore credit guarantee scheme for the sector, under which the government
would guarantee up to 75 per cent of MFIs' borrowings from banks. This, he said, would provide
banks with the necessary assurance to lend to these entities.
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Microfinance sector seeks up to $2.2 bn credit guarantee
support from govt

The total loans outsfanding for the sector were 3.5 tnllion in June 2025, down 16.7 per cent from June 2024, the dafa showed

India's microfinance industry has sought credit guarantee support of up to 200 billion rupees
(52.2 billion) from the government to spur loan growth in a sector grappling with higher
borrowing costs, senior industry officials said on Tuesday.

The Microfinance Industry Network has sought up to 75 per cent default guarantee coverage
from the union government on bank loans to microfinance institutions, Alok Misra, CEO of the
self-regulatory organisation for the sector, told reporters at a press conference.

Microfinance lending, which peaked in March 2024 at $4.3 trillion, have since been contracting
on a monthly basis, according to data from MFIN's presentation, owing to stress in regional
pockets such as in states like Karnataka.
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MFIs’ self-regulatory bodies
seek credit guarantee fund

Banks tightened credit appraisal norms for NBEFC-MFIs after the
latter’'s asset quality deteriorated

To encourage banks to step up lending to the . .
non-banking finance company — microfinance businessline.

institutions (NBEFC-MFIs), MFI sector self-reg- businessiine delivers
f B the best of portfolio
ulatory organisations (SROs) — MFIN and Sa and stock news directly
Dhan - have proposed to the Finance to your inbox.
Ministry to formulate a credit guarantee Subscibe o our Day

scheme.

While MFIN has mooted a credit guarantee

scheme of ¥15,000 crore to ¥20,000 crore, Sa-

Dhan wants a guarantee scheme of a suitable size that will meet the 1i-
guidity needs of small and mid-sized NBFC-MFIs.
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'‘Numbers Indicate Gradual Return To Normalcy Despite Liquidity Crunch': MFIN CEO Alok
Mishra

=

‘Numbers Indicate Gradual Return To Normalcy Despite Liquidity Crunch’: MFIN CEO Alok
Mishra
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self-requlatory organisation's chief executive Alok Misra told reporters here

MFIN Seeks Credit Guarantee Support from
Govt to Boost Bank Lending to Sector

There is a need for a "leap of faith", which will ensure funding to MFis and start a virtuous cycle that will help economic activity as well, the

get comfort in lending to the sector.

Microfinance Industry Network (MFIN) has sought credit guarantee support from the government to ensure that banks

There is a need for a "leap of faith”, which will ensure funding to MFIs and start a virtuous cycle that will help economic
activity as well, the self-requlatory organisation’s (SRO) chief executive Alok Misra told reporters here.
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MFIN seeks credit guarantee support from
govt to boost bank lending to sector

MMumbai, Aug 12 (PTI) Microfinance Industry Network (MFIN) has sought credit guarantee
support from the government to ensure that banks get comfort in lending to the sector.

There is a need for a "leap of faith”, which will ensure funding to MFIs and start a virtuous
cycle that will help economic activity as well. the self-regulatory organisation's (5SRO0 chief
executive Alok Misra told reporters here.

Misra said NBFC-MFIs are dependent on bank lending for almost two-thirds of their
resources, and added that banks are showing some reluctance to lend to the sector, leading to
"severe liguidity constraints”,

"Omnee (hank) funding starts, disbursements (by MFIs) will improve,” Misra said, pointing out
that the gross loan portfolio for all microlenders has declined by nearly 17 per cent in the three
months to June to Bs 3.53 lakh crore, and the number of borrowers has fallen 6 per cent ta 7.5
CToTeE,

MFIN has written to the government in mid-July seeking a Bs 15-20,000 crore credit
guarantee scheme for the sector, where the government guarantees up to 75 per cent of an
MFT's borrowings from banks and the banks get the comfort to lend. he said.

Pointing out that a similar scheme was implemented successfully during the Covid period in
2021, he said the Rs 7.500 crore fund for the purpose by the government was not utilised as all
the MFIz paid their dues.
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MFIN Seeks Credit Guarantee for Microfinance

Mumbai, Aug 12 (PTI) Microfinance Industry Network (MFIN) has sought credit guarantee support from the
government to ensure that banks get comfort in lending to the sector.

There is a need for a "leap of faith", which will ensure funding to MFIs and start a virtuous cycle that will help
economic activity as well, the self-regulatory organisation's (SRQ) chief executive Alok Misra told reporters here.

Misra said NBFC-MFIs are dependent on bank lending for almost two-thirds of their resources, and added that banks
are showing some reluctance to lend to the sector, leading to "severe liquidity constraints”.

"Once (bank) funding starts, disbursements (by MFls) will improve,” Misra said, pointing out that the gross loan
portfolio for all microlenders has declined by nearly 17 per cent in the three months to June to Rs 3.53 lakh crore,
and the number of borrowers has fallen 6 per cent to 7.5 crore.
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MFIN seeks credit guarantee support from
govt to boost bank lending to sector
@) Newormpesk Lacos QOO

Mumbai, Aug 12 (PTI) Microfinance Industry Network (MFIN) has sought credit guarantee support

from the government to ensure that banks get comfort in lending to the sector.

There is a need for a "leap of faith", which will ensure funding to MFls and start a virtuous cycle that
will help economic activity as well, the self-regulatory organisation's (SRO) chief executive Alok

Misra told reporters here.

Misra said NBFC-MFIs are dependent on bank lending for almost two-thirds of their resources, and

added that banks are showing some reluctance to lend to the sector, leading to "severe liquidity

constraints”.
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Credit Boost

performing assets and collection efficiencies are seen in the sector.

Microfinance Industry Seeks Government's

Microfinance Industry Network seeks credit guaraniee from the government (o alleviate banks'
hesitation in lending. With banks' reluctance causing liguidity issues. MFIN is demanding a

scheme to ensure smooth bank funding. Despite challenges, improvements in terms of non-

he Microfinance Industry Network (MFIN) has urgently requested credit guarantee
backing from the government. This move aims to encourage banks to lend freely to
the sector, according to the MFIN chief executive, Alok Misra, during a press meet.
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MFIN Seeks Credit Guarantee for Microfinance

CEO Insights Team | Tuesday, 12 August, 2025 o @ e

The Microfinance Industry Network
(MFIN) has requested that the
government provide credit guarantee
support to assure banks of their
safety in lending to the sector.

N According to the self-regulatory
organization's (SRO) chief
executive, Alok Misra, a "leap of
faith” is necessary to secure funding
for MFIs and initiate a positive cycle
that will stimulate economic activity.

Misra noted that non-banking
financial company microfinance
institutions (NBFC-MFIs) rely on bank
loans for nearly two-thirds of their funding, and expressed that banks have been hesitant to lend to
this sector, which has caused significant liquidity challenges.
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India’s microfinance seclor seek up Lo $2.2 hillion
credil guarantee supporl [rom governmenld, official
says
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MUMBAI: India’s microfinance industry has sought credit gunarantee support
of up to 200 billion rupees (32.2 billion) from the government to spur loan
growth in a sector grappling with higher borrowing costs, senior industry
officials said on Tuesday.

The Microfinance Industry Network has sought up to 75% default guarantee coverage from
the union government on bank loans to microfinance institutions, Alok Misra, CEO of the
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MFIN seeks credit guarantee support from
government to boost bank lending to sector

Microfinance Industry Network (MFIN) has sought credit guarantee support from the
government to ensure that banks get comfort in lending to the sector.

There is a need for a "leap of faith", which will ensure funding to MFIs and start a virtuous
cycle that will help economic activity as well, the self-requlatory organisation's (SRO) chief
executive Alok Misra told reporters here.

. ADFACTORS PR

uuuuuuu & Critical Issues Advisory



https://www.msn.com/en-in/money/topstories/mfin-seeks-credit-guarantee-support-from-govt-to-boost-bank-lending-to-sector/ar-AA1Kn8uE
https://www.msn.com/en-in/money/topstories/mfin-seeks-credit-guarantee-support-from-govt-to-boost-bank-lending-to-sector/ar-AA1Kn8uE

Publication: Market Screener Edition: Online
Date: August 12, 2025 Page: NA

URL-https://www.marketscreener.com/news/india-s-microfinance-sector-seek-up-to-2-2-billion-credit-

guarantee-support-from-government-offici-ce7c51dad888f22d

India's microfinance sector seek
up to $2.2 billion credit
guarantee support from
government, official says

MUMBAI (Reuters) -India's microfinance industry has sought credit
guarantee support of up to 200 billion rupees ($2.2 billion) from the
government to spur loan growth in a sector grappling with higher
borrowing costs, senior industry officials said on Tuesday.

The Microfinance Industry Network has sought up to 75% default
guarantee coverage from the union government on bank loans to
microfinance institutions, Alok Misra, CEO of the self-regulatory
organisation for the sector, told reporters at a press conference.
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India’s Microfinance Industry Seeks
Government Backing To Ease Lending Pain

What's going on here?

India’s microfinance sector is pressing the government for a 200 billion rupee
($2.2 billion) credit guarantee to contain soaring lending costs and reboot loans
for millions unable to access regular banks.

What does this mean?

India’s main microfinance group, MFIN, wants the government to back 75% of
bank loans made to microfinance institutions (MFIs). That safety net would make
funding for small-scale borrowers. This call comes as micro lending has tumbled
—down from a peak of 4.3 trillion rupees in March 2024 to 3.5 trillion by June
2025, a steep 16.7% drop in just a year. Most microfinance loans don't require

a similar, smaller program used during the height of the covid-19 crisis, hoping a
bigger package can boost confidence.
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MFIN seeks credit guarantee support from
government to boost bank lending to sector

Synopsis

Microfinance Industry Network (MFIN) is urging the government for credit guarantee support to encourage
banks 1o lend to the sector, facing severe liquidity constraints. NBFC-MFIs rely heavily on bank lending. but
banks are hesitant MFIN has requested a Rs 15-20.000 crore credit guarantee scheme, similar to one
suceassfully implemented during Covid.
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Equitas SFB’s turnaround may be stalled for another quarter on
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Equitas SFB’s turnaround may be stalled for
another quarter on microfinance drag

Operationally, QIFY26 saw weak disbursement growth of 13% year-on-year and 18% quarter-

on-quarter, with MFI disbursements plunging 74% and 25%, respectively.

Equitas Small Finance
| _ | Bank’s (EQSFB) earnings

tas Tl recovery is likely to be

) Finan(e 83."1&

way Branc delayed by another quarter

as persistent stress in its
microfinance (MFI) book

keeps credit costs elevated.

Near-term profitability will

Equitas SFB's turnaround may be stalled for another

e remain under pressure in
quarter on microfinance drag
FY26, but improving
margins, lower operating costs, and easing credit stress could lift return
on assets (RoA) to 1.2-1.5% over FY27-28 from negligible levels in FY26,

according to Axis Securities.
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Q1 disbursement dip seen as temporary; Q2 growth expected with new
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Q1 disbursement dip seen as temporary; Q2
growth expected with new loans : Sadaf Sayeed,
Muthoot Microfin

"This is a positive trend. Among customers with
less leverage—either unique to us or with us plus
one other trade line—the repayment track
record is almost 97-98% on time. So, the guardrails
have been guite helpitul for the industry’s health

Our regular collections, or ex- and have had a positive impact,” says Sadaf
bucket collections, are at 929.3% for .

the company and 99% for w CEQ, Muthoot Microfin.

Karmataka.
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Muthoot Microfin: Q1 disbursement dip seen as temporary; Q2 growth
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Muthoot Microfin: Q1 disbursement dip seen as temporary; Q2
growth expected with new loans : Sadaf Sayeed — News Air
Insight

August 13, 2025 / joyybanneriii

Spread the love
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“This is a positive trend. Among customers with less leverage—either unique to us or with us plus one other trade line—the
repayment track record is almost 97-98% on time. So, the guardrails have been quite helpful for the industry’s health and
have had a positive impact,"” says Sadaf Sayeed, CEQ, Muthoot Microfin.What has been the impact of the Mfin and can
you quantify by when you expect an improvement in the overall business performance trajectory? How do you see the
business evolving, and when do you expect it to improve further?

Sadaf Sayeed: To answer your guestion, this is actually the second version of the guardrails implemented by Mfin. The
first set of guardrails was introduced in August 2024, and subsequently, guardrail 2.0 was implemented starting April
1st. The impact has been positive for the industry.

From an industry perspective, the percentage of borrowers with multiple loans — defined as those having more than
four loans — was around 20%, which has now come down to approximately 8%. At Muthoot Microfin, we have been
strictly following these guardrails and remain prudent lenders. We have been cautious with lending, and the percentage
of overleveraged customers—those with exposure of more than two lakh rupees—has come down to 1% for us. Also,
customers with more than four loans have decreased to 4.7%, compared to 10.8% at the start of the guardrail
implementation.
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Muthoot Microfin targets Rs 20,000 cr AUM by FY27: CEO
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Muthoot Microfin
targets 20,000 cr
AUM by FY27: CEO

AATHIRA VARIER
Mumbai, 14 August

Muthoot Microfin, part of the Muthoot
Pappacha group, is eyeing to grow its as-
sets under management (AUM) to
20,000 crore by 2026-27 (FY27), with 65
per cent from unsecured segment, and
the rest from the recently launched se-
cured products — micro loans against
property, co-lending in gold loans, and
individual lending.

The AUM of the company in the first
quarter of the current financial year
(Q1FY26) stood at ¥12,253 crore, 94 per
cent of which came from the unsecured
segment, and the remaining 6 per cent
from the secured segment.

In an interaction with
Business Standard, Muthoot Microfin
Chief Executive Officer (CEO) Sadaf
Sayeed said, “We are looking at around
14,500 crore AUM (by the end of FY26),
out of which around 1,500 crore would

be secured portion and

the rest would be the

joint liability group

‘ portion that we are
-~ by, doing.”

& The company

 plans to increase the

share of the secured segment to 15 per
cent and unsecured to 85 per cent by the
end of FY26. The non-banking financial
company-micro finance institution
(NBFC-MF]) is set to enter the gold loan
space through a co-lending arrangement
with its parent company Muthoot Fin-
corp. The lender also began micro loans
against property (LAP) and micro busi-
ness loans a few months ago.

Out of our 3.4 million clients the
lender has, 1.23 million have require-
ments for business, personal, gold, and
housing loans, which are currently being
met by other lenders. “We want to cater to
these customers. We have a co-lending
partnership with our parent company,
where 60 per cent of the portfolio would
be on our balance sheet, and 40 per cent
on the balance sheet of the parent. All of
these products are focused on our exist-
ing customers who have exposure out-
side,” Sayeed said. Disbursements of the
company in Q1FY26 dropped 17 per cent
year-on-year (Y-0-Y) to ¥1,775.6 crore from
2,204.3 crore as a result of the guardrails
imposed by Micro Finance Network
(MFIN), a self-regulatory organisation
(SRO), in April 2025.

Sayeed said that AUM growth will
start reflecting from Q2FY26 itself.

WE ARE LOOKING AT AROUND 314,500 CRORE AUM
OUT OF WHICH AROUND 31,500 CRORE WOULD
BE SECURED PORTION AND THE REST WOULD
BE THE JOINT LIABILITY GROUP PORTION

Sadaf Sayeed, CEO, Muthoot Microfin
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The Big Squeeze: How India’s
Microfinance Portfolio Is Shifting from
Growth at All Costs to Quality-First
Lending

Introduction

The Indian microfinance sector is currently undergoing a significant transformation, with its
microfinance portfolio showing a notable contraction. This change reflects a strateqgic shift by
lenders to prioritize responsible and sustainable lending practices over aggressive growth. The
total size of India's microfinance portfolio at the end of June 2025 was 33.59 lakh crore,
representing a 5.8% decrease from the previous quarter and a 17% drop year-on-year. This
moderation is a direct result of more cautious lending and aligns with the Reserve Bank of
India’s (RBI) push for a more disciplined financial ecosystem.
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Buy AU Small Finance Bank Ltd For Target Rs. 900 by Axis Securities Ltd

Mews By Tags | #BrokingFirmViewsReport #QuarterlyResult #AuSmallFinanceBankltd #AxisSecuritiesl td

Stress to Ease from H2FY26 Onwards;
Confident of 1.8% RoA in FY27!

Est. Vs. Actual for Q1FY26: NIl - MISS;
PPOP - BEAT: PAT - BEAT

Changes in Estimates post Q1FY26

FY26E/FY27E (in %): NIl -4.8/-4.9; PPOP
+0.2/+1.6; PAT -2.6/+0.6

Recommendation Rationale

* Asset Quality pressures to ease in
H2FY26; Credit costs guidance revised
upwards: AUSFB's overall credit costs
tapered QoQ to stand at 1.94% (vs 2.42% QoQ); however, the credit costs in the unsecured portfolios
continue to remain elevated. Additionally, apart from the lower collection efficiency (CE) in the MFI
book, owing to the more stringent MFIN guardrails, the management has flagged concerns in the
mortgage book in the southern states (eFincare book, stress likely owing to the transition). The bank has
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Hold Bandhan Bank Ltd For Target Rs. 195 by Axis Securities Ltd

Mews By Tags | #BankingSector #BrokingFirmViewsReport #QuarterlyResult #BandhanBank #AxisSecuritiesltd

Recovery Slated for H2FY26, HOLD Stays!

Est. Vs. Actual for Q1FY26: NIl - INLINE;
PPOP - BE

Changes in Estimates post Q1FY26

FY26E/FY27E (in %): NII: -5.3/-4.6; PPOP:
-1.3/-2.2; PAT:-11.7/-8.3

¥ Bandhan Bank

Recommendation Rationale

e Slippages Moderate; Improving Trend
Likely to Continue: In Q1FY26, Bandhan
witnessed an improvement in slippages, in
line with management guidance and the
trend is expected to continue in FY26. The management has indicated that slippages will continue to
remain elevated in Q2FY26, post which gradual normalisation is likely. The NPA (% of disbursements) in
the EEE portfolio has been elevated at 4-5% over the past few quarters, largely attributed to the
customer over-leveraging and is expected to subside over the coming quarters, eventually settling at
<3%. The SMAD pool witnessed a slight deterioration owing to (a) procedural changes (change in billing
policy), (b) implementation of tighter MFIN norms alongside (c) a marginal drop in the CE in the key
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Buy CreditAccess Grameen Ltd For Target Rs. 1,485 by Axis Securities Ltd

Mews By Tags | #BrokinzFirmViewsReport #QuarterlyResult #CreditAccessGrameenltd #AxisSecuritiesltd

Pain Bottoming Out in Q2; Outlook From
H2FY26 Optimistic!

Est. Vs. Actual for Q1FY26: NIl - INLINE;
PPOP - INLINE; PAT - MISS

C I'e ditAC Ce S S Changes in Estimates post Q1FY26

FY26E/27E (in %): NIl: -2.1/-3.2; PPOP:

Grameen -1.2/-3.6; PAT: -2.2/-5.2

Recommendation Rationale

Recommendation Rationale & Asset Quality
to Improve; Monthly PAR Accretion Across
Most Geographies Trending Downwards:
CAGrameen's Collection Efficiency (CE} improved to 93.2% in Q1FY26 (93.5% in Jurn'25) vs 91.9% in
QA4FY25, with improvement visible across all geographies (slightly delayed in KA). The management
indicated that the collections (incl. KA) in Jul'25 have been stable and expects a similar strong trend to
continue over AugSep'25. CAGrameen has seen the PAR15+ accretion rate trend downwards to 0.46%
in Jun'25 vs 0.84% in Mar'25, indicating lower incremental credit costs. The management expects new
PAR accretion trends in KA to trend downwards in Q2, though with a lag compared to other geographies.
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Out of woods,
still under clouds

MFIs’ REDEMPTION. Q1 FY26 marks the beginning of a gradual recovery
for microfinance players, the sustenance of which remains to be seen

Nishanth Gopalakrishnan
bl research buresu
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Impact of Guardrails 2.0

Active lender associations (% share in industry grossloan portolio)

o
Stress on asset qual
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art 2 that across buckets, the strcss Manappuram 19 12 18 s L6 L1 Q3 and Q4. Hence to get a better understanding ~ MFI-specific GNPA ratios also were analysed.
pu\kui in Q3 and Q4 of FY25, bas cased in Q1 rance s 5 3 ) ) T ofthe mpactthecurren tlowdown has epulted  Whil moet saw an improvemen, LA Floance,
F¥ 26 Howeve atees nthe PAR 180+ bucket v e 71 N ) - 5 o In It s 3pe to analyse AUM growth In Q1 FY26 - uehoot, Spandana Spboory and the four S7B
mains elevated. ‘rlmw,h this indicates challen e, over Q1 F .-s n.\ an average, the year-on-y I NPAs peak in the ‘nt quarter.
ging collections, there could also be the effect of _Fusion X} 07 12 12 78 At decineinMFTAUMforthe inversc was 16 Sper T ol ot T o o e st
diminishing base - the pace of ltestage delin Mathoot Microfin 14 09 10 37 30 02 L. This was arrived at as the year-onyear  (31-90 days past due) which give carly signals of
quencies continuing without meaningful recov Utharsh SFB 18 i1 o8 23 00 35 ching cin sum of MFIAU M of stocks ih the uni ing_gross NPAs and collection efficiencies
eries, while AUM declines. Also, stress in the  “goxr i 7 o w ) %2 = ver ly three nmkn posted growa, whie  show broad-based improvement. Purther, newly
carlicr PAR gy hart 4). Thiscan  originated loan accounts are behaving well, a
slightly. All in all, there is a broad Spuadunt $hoorty 12 3 o1 1 AlsS Er7) be comparea with creit growth in the banking _they have been underwritten stringently.
in asset qualiry,though not thorough enough. Suryoday S8 11 (] o7 22 29 09 system InQ1 FY26 over Q1 FY25at9.5 per cent
09 01 as T 08 15 Inasimilar way, MFI disbursements werealso  Other key fuctors

nounced alaw to ctices by unor-
Fanised micro lnders,wich Tami Nodu follow
ing suit. The thought of the State having on
back e borrowers to default, eve
they were regular, even if indebted to an organ
150 lender. This partly explains why delinquen
les coudve piked in Q3 and Q4 FY25, among
other causes. Per e issue now
Scomsisolatedto Kamataka,which
PAR 31-180 ratio at 12.5 t versus 5.5 per
cent panvIndia. Some lsted lenders do have
meanlngful exposure o the Sate, though ot 10
en, Encoursgingly, all
~huw|mpm\'ul asset quality

e

“Annualised

earber
Source: Exchange lings, Capitaine, bLportfoll cakulations

of current /8 mukipke

Overal,there appears to be signs of broud:  sides thowe i the shove tw categories, we have
buaed rec ugh i might take longer o aso considered top four ¥Be (amall inance
geback olevels scen n Q1 FY2S, when pan-in-  banks) ranked by share ofMPI ook (hurt 3).In

Sl PAR 31 1m0 rasiowas just suchstd

ANALYSIS OF LISTED PLAYERS

‘The listed players operating in the MFI segment

— both NBFC-MFIs and NBFCs with significant

exposure to MFI, bore the brunt as the industry
ned into a crisis. For our analysis here,

per cent.

univer
Data from these cor

terms of asset quali
growth. Analysis of

deepe

of FY25 (also Q2 in few cases) were the worst

Versus these two quarters gives ay

s were taken up (referred 2528

jpanies reveal Q3 and Q4

ty, profiabiiey and even
FY26

yse ments growt resenty

We remind readers of a few qualitative points.

an i
{ren loans and indicaten ! confid
nce in underwriting. While the average of the
universe came at -18.7 per cent, only four stocks
reported growth. Apart from the three stocks
shownin the chart, Ujjivan also posted growth.
“The stocks in the universe have adhered to the
said ‘Guardrall® and there I reduction In the
share of over-leveraged borrg fowever, ity
Stlllwork In progress and it can be expected that
broadly disbursements will remain measured,
umh.An-vxnmilnuln.muunlvunlumyMrh;.uml
vintage with the company and fous
with new-to-credit borrowers.

hrlm there could be liuidiy concerns i the
which might impactcos of funds Re
cently MF SROY hive appealed o e g
ment to set up a credit guarantee fund.
migh face sicky cost of deposits, despite r
cuts. Utkrsh s g downgrideon s s>
ordinate debt from A+ (Negatie) t A (Negac
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Gross loan portfolio of
microfinance lenders
down 17 percent

The gross loan portfolio of microfinance lenders declined
17 per cent year-on-year (y-o-y) to 13,59,200 crore as at
dune-end 3628, rom £4.13,700 crore, amid lowee

Strictes iauidity

constraints.

company-microfinance institutions (NBFC-MF1s), banks,
small finance banks, NBFCs and others,

22 lakh; and no lending to a delinquent cllent,

The sector remains In a recalibration phase, prioritising risk

wake of persisting high delinquency levels, according to
MicroLend, a quarterly publication from credit information
company CRIF High Mark.

In the first quarter (April-June) of FY26, disbursal value

dropped to 257,127 crore (-28.2 per cent), and disbursal

volume contracted by 37.5 per cent to 101.9 lakh y-o-y,
borror w

report.

Disbursal value and volume reduced by 20.3 per cent and
23.4 per cent, respectively, quarter-on-quarter (q-0-) In
Q1 F¥26, as seasonal momentum faded.

Referring to the Reserve Bank of India’s June 2(
Financial stability Report, CRIF High Mark ot thet e

g standards. Thi

Borrawers. Notably, the repert tsd highlighted an ncreose
in microfinance activity stress in H2 FY25.

The MicroLend report highlighted that the average ticket

size rose to ¥56,100 — up 4.1 per cent qro~ and 14.9 per

cent y-0-y — indicating that lenders are relying on their
of new

I the lask 12 manths, sbout 60 par cent of the losna
isbursed went to existing borr

“While over last one year, the sector saw increased
delinquency due to multiple factors, Q1 of FY26 shows
clear signs of green shoots. Thia is attributable to better
undeciling arvlfad dlaciing il wald have baen
even better but for severe drop in bank fun

NBFC-MFis. Golng shead, iquidity remains ey Aok isrs

by report

Portfolio
Portfolio at risk (PAR), a measure of the potential loss in the.
loan portfolio due to loan default, for 1-180 days past du
(DPD) improved to 7.06 per cent (from ont in
December 2024 and 7.6 per cent in March 2025), with PAR
31-90 DPD down to 2.4 per cent as of June 2025 (from 3.1
per cent in December 2024 and 2.7 per cent in March 2025).

However, PAR 1806 (Including write-affsnd loans
disbursed in the Last 36 months) rose to 12.4 per centin
June 2025 (from 5.3 per cent I June 2024),indicating
persistent stress in late-stage delinquencies.

The report said delinquencies in the higher bucket,
particularly PAR 180+, may appear elevated, as some
port DPD

that have been written off.

Industry snapshot: Improvement in PAR 1-180
between March and June 2025 while GLP
moderation continues

st
it
ETET
Activelowns (€6 159 140132 Welrn ¥esom
Aourt dspursed
AT e iam v _vaum e

1601 1330 1019 Warsn Alaw
12i% 1AW 156%  A035% AO12%

123 months k)
130

PAR 3190 1ATH  273%  240%  A092% Vom
-

Tion et 7om  aisie vossn

Ao saom sim e Aniow asame

Microfinance disbursals drop to 257,100 cr in
Q1FY.

Microfinance originations trends (Q1 FY25 to Q1 FY26)
1631

s ms  m ms

EINSS | SIS | CGNEeN | DVISGN | BENEN
QIFv2s T Qafvzs ' Q3Fvas | G4V | QIFYZ6

e Average ticket size (TK)

significant moderation is observed in the
5ub-250,000 loans
Ticket type trends (Jun ‘24 to Jun ‘25)

a2 25

the market share by ticket sizo.
i vk -
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Microfinance firms show early signs of
recovery after brutal FY25

Analysts expect lenders to push for geographic and product diversification, stronger risk
management, and better contingency buffers. However, the shift to individual loans to retain

borrowers raises concerns of masking underlying stress.

India’s microfinance sector,
battered by rising
delinquencies, ballooning
loan losses and profitability
pressures in FY25, is
showing the first signs of
recovery in FY26. Stricter

lending norms, slower

disbursement growth, and

Microfinance firms show early signs of recovery after

brutal FY25 easing credit costs are

helping stabilise the

industry, though structural challenges remain.
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Microfinance Sector Shows Early Recovery
Signs In FY26

India’s microfinance sector, which struggled through FY25 with rising delinquencies,
swelling loan losses and profitability pressures, is beginning to show early signs of
recovery in FY26. Tighter lending norms, slower disbursement growth and easing
credit costs are supporting stability, though structural challenges continue to weigh

on the industry.

() ADFACTORS PR

lllllll & Critical Issues Advisory



https://www.businessworld.in/article/microfinance-sector-shows-early-recovery-signs-in-fy26-567783
https://www.businessworld.in/article/microfinance-sector-shows-early-recovery-signs-in-fy26-567783

Three-lenders cap makes micro borrowers fall in line
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Atmadip Ray

Kolkata: The number of bottom-of-
the-pyramid borrowers taking loans
from four or more lenders has come
down 44% from a year ago, reflecting
the impact of prudential lending in
the most vulnerable economic strata
where mounting delinquencies den-
ted the performance of Indian len-
dersin the last five quarters.

Thenumber of such borrowersque-
uingupatmore than three financiers
fell to 3.1 million at the end of the Ju-
ne from 5.7 million a year ago, sho-
wed the CRIF High Mark data, illust-
rating the efficacy of a three-lender
exposure capthattook effectfromthe
start of this fiscal. The latest count
representsabout4% of anactive bor-
rower base of 79.8 million.

The 3.1 million customers, who co-
uld be considered ‘higher risk’ have
%35,712 crore of outstanding borro-
wing between them at the end of Ju-
ne. That amounts to about a tenth of
the sector's outstanding loan portfo-
lioof ¥3.61akh crore.

The portfolio relating to borro-

wers transacting with more than

Go with the Flow

June30,’25 | June30,'24

(in million)

Borrower base 798 86.6

No. of active loans 132.0 159.0
BORROWERS ASSOCIATION WITH...

Up to 2 lenders 70.9 (88.8%) | 74.2 (85.7%)
3 lenders 5.8 (7.3%) 6.7 (7.7%)
Over 3 lenders 3.1(3.9%) 5.7 (6.6%)

Source: CRIF High Mark

three microfinance lenders rema-
ins very vulnerable to slippages,
especially after the guardrail 2.0
regime limiting fresh loans from
more lenders to such borrowers,
Crisil Ratings' director Malvika
Bhotikasaidafortnightago.

“As per our estimates, almost a fo-
urth of the portfolio with more than
three lenders is in the PAR (portfolio
at risk) 31-180 days bucket as on June
30,2025,” she said.

The portfolio exposure of borro-
wers with high lender associa-

tions declined from 19.2% of the

bookoverthepast12months, CRIF
data showed.

While this transition has lowered
the exposure of MFIs to over-levera-
ged borrowers, slippages from the le-
gacy portfolio will keep asset quality
under pressure, experts said.

The issue of borrower overlevera-
ging has been at the heart of the high
delinquenciesover the pastone years
leading to severe asset quality stress
andlossinincomeforlenders.It's iro-
nic that lending to the micro borro-
wer segment, which was once known
for their robust repayment behavio-

No. of such borrowers fall 44% in 12 months, but legacy slippages may keep assets under strain

Three-Lenders Cap Makes
Micro Borrowers Fall in Line

ur, isnow being considered risky.

“The industry is prioritising risk
management and portfolio stabili-
sation over aggressive growth, re-
flected in subdued lending activity
and a stronger focus on liquidity,”
CRIFsaid. Thismoderationaligns
with the implementation of gu-
ardrails by self-regulatoryorgani-
sation Microfinance Institutions
Network to mitigate overlevera-
ging risks. This led to a 17% year-
on-year contraction in the size of
the microfinance market to 3.59
lakhcrore.

The active loan accounts fell to 132
million from 159.3 million, with the
live customer base declining to 80
million from 86.6 million between
June 2024 and June 2025, data com-
piled by CRIF showed.

The sector's portfolio at risk for mo-
rethan 90days pastdueremained ele-
vatedat15.54% of thetotal on-and off-
balance sheet book. This means the
grossnon-performing assets without
excludingthe technically written-off
loans stood at 55,820 crore at the end
of June. Loans are classified as NPA
when borrowers fail to pay interest
or principal for more than 90 days.
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Three-lenders cap makes micro borrowers
fall in line

Borrowing by vulnerable economic groups is changing. The number of borrowers with many
lenders decreased significantly. This reflects stricter lending practices. Data shows a drop in
borrowers using more than three lenders. However, some older loans still pose a risk. The
microfinance sector is now focusing on stability. The market size has contracted.

i Atmadip Ray - ET Bureau o 0 B
7 Published On Aug 19, 2025 at 08:41 AM IST

The number of bottom-of-the-pyramid borrowers taking loans from four
or more lenders has come down 44% from a year ago, reflecting the
impact of prudential lending in the most vulnerable economic strata

where mounting delinquencies dented the performance of Indian

lenders in the last five quarters.
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Three-lenders cap makes micro borrowers fall in line — News
Air Insight

August 19, 2025 / joyybannerjii

Spread the love
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The number of bottom-of-the-pyramid borrowers taking loans from four or more lenders has come down 44% from a
year ago, reflecting the impact of prudential lending in the most vulnerable economic strata where mounting
delinguencies dented the performance of Indian lenders in the last five quarters.

The number of such borrowers queuing up at more than three financiers fell to 3.1 million at the end of the June from
5.7 million a year ago, showed the CRIF High Mark data, illustrating the efficacy of a three-lender exposure cap that took
effect from the start of this fiscal. The latest count represents about 4% of an active borrower base of 79.8 million.

The 3.1 million customers, who could be considered ‘higher risk’ have 35,712 crore of outstanding borrowing between
them at the end of June. That amounts to about a tenth of the sector’s outstanding loan portfolio of 3.6 lakh crore.

The portfolio relating to borrowers transacting with more than three microfinance lenders remains very vulnerable to
slippages, especially after the guardrail 2.0 regime limiting fresh loans from more lenders to such borrowers, Crisil
Ratings' director Malvika Bhotika said a fortnight ago.
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Buy Ujjivan Small Finance Bank Ltd For Target Rs. 60 By Emkay Global
Financial Services Ltd

Mews By Tags | #BankingSector #BrokingFirmViewsReport #QuarterlyResult #EmkayGlobalFinancialServicesLtd
#UjjivanSmallFinanceBank

Ujjivan reported a PAT miss at Rs 1bn (0.9%

RoA), mainly due to a sharp decline in

margins and elevated provisions, partly

offset by higher treasury gains. AUM

growth remains soft (10.7% YoY/3.6%

QoQ), dragged by the MFI segment, while

Ul f_!l V;} n the bank continues to accelerate growth in

secured lending, including housing loans.

However, lower yields on secured loans,

sticky funding cost, excess balance sheet

liquidity, and a policy change to refund

interest on MFI customer prepayments led

to a sharp 60bps QoQ decline in NIM to

7.7%. Going forward, the bank expects NIM to remain range-bound at 7.8-7.9%. Though incremental
stress in most states including Karnataka is easing, GNPA ratio inched up 30bps QoQ to 2.5% (still less
than 3% threshold needed for a Universal Banking license). We believe Ujjivan could be a strong
beneficiary of MF| recovery, thereby improving its RoA trajectory from 1.4% in FY26E to 2.2% in FY28E.
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MFIs raise loan-waiver concerns with RBI, finance
ministry ahead of polls

Bihar, Assam, Kerala, Tamil Nadu and West Bengal - which go to polls between the latter half of 2025 and the early
part of 2026 - account for 42 per cent of microfinance institutions' (MFIs) porifolio

Ahead of a clutch of state elections, when political parties typically throw fiscal caution
to the win while promising freebies, the microfinance industry - fearing credit
discipline impact - has raised the issue of loan waivers with the Reserve Bank of India
(RBI) as well as the Ministry of Finance (MoF).

Bihar, Assam, Kerala, Tamil Nadu and West Bengal - which go to polls between the
latter half of 2025 and the early part of 2026 - account for 42 per cent of microfinance
institutions’ (MFIs) portfolio with 3.2 million unique borrowers, discounting those with
multiple loan accounts.
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Microfinance contributes 2.03% to India's gross value added
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