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Al's growing role in finance takes centre stage at Bengaluru Fintech
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Al's growing role in finance takes centre stage at
Bengaluru Fintech Conclave on 6 February

The conclave is being organised by the India Fintech Foundation (IFF) and the Unified
Fintech Forum (UFF), and will serve as a pre-summit event ahead of the India Al-Impact
Summit convened by the Ministry of Electronics and Information Technology (MeitY).
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clave will also host a2 technical session led by a soentist from C-DAC examining Al compute capadty, GPU

con
availability and infrastructure readiness. (Al Gener
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Events )
Al-in-Fintech Bharat Conclave to be
held in Bengaluru on Feb 6

The Al-in-Fintech Bharat Conclave will bring together policymakers, regulators, tech
experts and fintech founders to discuss the role of Al in the fintech ecosystem.
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From Credit to Confidence: A Rural Tamil Nadu Success Story

- 1-;;,.\*{.'!‘!']’*'!55

Tamil Nadu is among India's most mature microfinance markets, with strong self-help group
penetration and high participation of women borrowers, enabling low-income households-
especially rural women-to build sustainable livelinoods. New Opportunity Consultancy Private
Limited contributes to this ecosystem by extending responsible, livelihood-linked credit and
group-based support, helping women convert small investments into stable income-
generating enterprises.

Suganeswari, a resident of VP Patty viliage near Bommidi in Tamil Nadu, illustrates the impact
of timely microfinance support. In February 2025, she received a ¥70,000 loan from the B2
Bommidi branch of New Opportunity Consultancy Private Limited, which enabled her to
purchase two cows and start a small dairy business. Within weeks, the cows began yielding
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Microfinance trades speed for stability

—
Ashish Mehrotra

ver the pastdecade, Indiahas
O transformed fromalargely

bank-led credit systemtoa
vibrant, multi-channel ecosystem. The
micro-lending sector steppedinto
address the aspirations of the bottom of
the pyramid. However, the latest
Sa-Dhan Quarterly Microfinance Report
2025 indicates that thisjourneyhas
reacheda critical juncture.

The current slowdown followsan
aggressive expansion between 2021 and
2023. Credit penetration and rising
ticket sizes outpaced ruralincome
growth, leading toborrower
overleveragingand portfoliostress.

The sectorisnowindeliberate
contraction, with the gross loan portfolio
atI3lakhcrore,down 15.5 per cent
year-on-yearand 3.11 per cent
quarter-on-quarter from the ¥4 lakh
crore peakin September 2024. This
reflectsinstitutional prudence, as
liquidity constraints and lower
disbursementsdrive recalibration.

Today, stricterunderwritinganda
focus on debt sustainability have
effectively reduced the number of
lenders per borrower toaround 1.5 loans.
The narrowing gap betweenthe 117.4
milliontotalloanaccountsand the 73.8
millionunique borrowers reinforces this
shift.

However, portfolio performance has
deteriorated across delinquencybuckets

over the past 12 months. The most
notable stressisvisible inthe PAR 180+
days past due, which has surged from 7.64
percentayearagoto 15.27 per cent,
indicating thatasignificant portion of
the older portfolio has hardened into
long-termdelinquency.

Manylenders have proactively
strengthened their credit underwriting
parameters to enhance portfolio
resilience amid evolving market
conditions. Complementing these
efforts, the government’s launch of the
Credit Guarantee Fund for Micro Units
(CGFMU) scheme has provided
additional risk mitigation by offering
creditguarantees tolenders extending
loans to microunits, thereby improving
creditaccess while containing downside

risk. Further supporting the sector, the
RBI’sdecision toincrease the non-MFI
lendinglimit to 40 per centhas enabled
institutions to diversify their portfolios
beyond traditional microfinance.

In 2026, the microfinance sector is
expected to emerge from this ‘great
recalibration’leanerand more resilient.
The firsthalfof 2026 islikelyto be
characterized by continued
consolidation as institutions finish
purginglegacy ‘bad’ debtand fullyalign
their operations with the MFIN
guardrails. We expect the industrytofind
its floor in terms of portfolio contraction
by the second quarter of 2026, followed

byagradual, quality-led expansion.

Thewriteris MD & CEO, Northern Arc Capital
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RAGHU MOHAN
New Delhi, 16 February

‘The proposal in the Union Budget
FY27tosetup a high-level com-
mittee to review and recommend
reforms for the banking sector, in
line with the vision of Viksit
Bharat 2047, is expected to be far-
reachingin itsscope. It follows a
key Mint Road initiative taken last
yeartoset up a regulatory review
cell (RRC) housed in its Depart-
ment of Regulation effective
October 1,2025. Its mandateisto
subject regulations toacompre-
hensive and systematic internal
review every 5-7 years.

‘The committee hasthe poten-
tial to be the equivalent of the first
M Narasimham Committee of our

The case for widening
banking committce mandate

While India’s financial sector is driven by banking, this may not hold in the decades to come

On the regulatory front

= The Budget proposal to setup a
high-level committee to review
and recommend reforms for the
banking sector is far-reaching in
its scope

= The committee may be seen as
(and has the potential to be) to
be the equivalent of the M

times — if it is not restricted to the v s the Law Commission of India said Rohan Lakhalwr. (FSDC) setup
banking turfthat is. The first a‘:‘r:: imham Commitizes of our (1984), which said: “Every legisla- partner, fi ial in December
Narasimham committee, setup X ture is expected to undertake vices riskadvisory, Gram THE ANSWER IS 2010 —the
by Manmohan Singh as finance = The move follows a key Mint what may be called the period- Thornton Bharat. NOT NECESSARILY A coordinating
minister in August 1991, had a Road initiative taken last year: A ical spring-cleaning of the Thisis reflectiveofthe ~ SINGLE SUPER- agency for
broad mandate — nothing less Regulatory Review Cell housed corpus of its statute law, inorder  broadeningofintermedi- REGULATOR, BUT A regulators —
than the committee on the finan- inits Department of Regulation that deadwood may be removed,  ationacrossawidersetof ~STRONGER, chaired by the
cial system — and its commonly effective October1,2025 and citizens may be spared of financial instruments. INSTITUTIONALISED finance min-
held association with pureplay = One template to pursue would the inconvenience of taking “Giventhisevolving COORDINATION ister? This
banking is because Narasimham be the Financial Sector notice of laws which have Iandscape financial sta- FRAMEWORK comesinto
was a former Reserve Bank of Legislative Reforms ceased to bear any to bility I reliefgiventhe
India (RBI) governor. Commission, set up in 2011to current conditions.” consumer prorecnon move inthe

The second committee review and rewrite the legal- ‘The forward with risks, Union Budget FY25tosetupa
headed by him in December 1997, institutional architecture of the the proposed committee on channels may not be solely bank- mechanism underthe FSDCto
when P Chidambaram was financial sector banking reforms (and the RRC) is ing-centric,” he added. Therefore, evaluate the impact of current
finance minister, had a narrower BEUSTRATIOHG B INAY SHHA to be read with another critical the formation of aninter-sectoral  financial regulations and subsidi-
footprint as the committee on initiative flagged in the Union regulatory committee that spans ary instructions. This was alsoto
banking sector reforms. The that unified inmany and enableth Isystemas  remainsopen. Tobesure, the IWG Budget of FY24 by finance min- banking, capital markets, insur- formulate a framework to

ingisi ped markets h htto  awhol pport the next phase itselfreferred ister Nirmala Si She ance, and pensions would be enhance their responsivenessand

The fis ial sector has " said Ravi Bhadani, of economic expansion. connected lending and exposure referred to the need for better betteraligned with the current development of the financial
changed beyond iti legal expert in banking and finan- Interms of issues there’s the between banks, other ﬁnancxal governance and investor protec- structure of household financial sector.
since the two Narasimham com- cial services. larger NBFCs' ambition to b and fi ial tion in banking through pro- intermediation and more sul(ed As Bhadam puls it, specialised
mittees. Nearly all RBI regulated The view is shared by Nishith banks lhe mxssmg aspectintheir  andthe need for posed the RBI to framing coherent, in expert-
entities (REs) have business lines Mehta, lead-riskand level -and the supervisory mechanism for Act, 1934; the Banking Regulation  financial sector reforms. ise, supervisory proximity, and
that cut across financial regula- at Trilegal: Banks will inue t theas- yet matterofnew  larg il i Act, 1949; and the Banking Com- A good template to pursue risk sensitivity; and fragmenta-

iti d ial bank licences. The RBI's Internal consolidated supervision. panies (Acquisition and Transfer would be the Financial Sector tion can increase compliance

union finance secretary. “While
the first Narasimham committee
was on financial sector reforms, it
was largely on banking, reflecting
the reality of those times. But now
things are different. Yes, I agree
the mandate (of the proposed

Consumer Empowerment; the
Fixed Income, Money Market, and
Derivatives Association of India;
Sa-dhan; MicroFinance Institu-
tions Network; Foreign Exchange
Dealers' Association of India;
Finance Industry Development

committee) should be wider: Council. In the queue are the Uni-
Financial sector reforms.” fied Fintech Forum (which isthe
Lookat it from another per- rebranded Digital Lenders Associ-
spective. While bank deposits still ation of India), National Urban
engagement with REs. form partof house- C d Devel-
RRA 2.0 was a follow- lhrough holds’ financial assets and have opment Corporation, and an
onY V Reddy’s decisi grownin terms, their entity (unnamed) for business
RBI governor to set up its first edi- sharein financial
tionin 1999 (he was later savings have moderated in recent But what of coordination
governor years. “Th a i between SROs, moresoif they
2003 ved inthe positionfor i il of invest- were to crop up in the domains of

five years). This was ahead of its
times. The polestar for Reddy may
well have been the 96th report of

ments toward non-bank channels
suchas mutual funds, equity,
insurance, and pension funds.”

Sebi, Irdai, and PFRDA? Isthere a
mirror-image of the Financial Sta-
bility and Development Council

be th

ion of
bility dit delivery. “Atthe

Board of India (Sebi),
Regulatory and Development
Authority (Irdai), and Pension
Fund Regulatory and Develop-
ment Authority (PFRDA).

R Gandhi, former deputy gov-
ernor of RBI, said, “Let us wait for

sametime, the s(ructureof ﬁnan-

WurkmgGmup(lWG) (o revle'w

extant

ciali
with credit now flowing througha
wider ecosystem !ha'l includes _

cor for Indian pri-
vate sector banks” made a case for
large corporate and industrial

ba

houses

(NBECs), capiral markels and

the terms of the com-
mittee (proposed in the Budget). It
is possible that while itis called a

Hispoint is tha( it ‘would be

Large NBFCs — with an asset size
0f¥50,000 crore and above —

Out:
The need to do away with the out-
dated in banking has been inthe
spotlight in recent years. The
Regulatory Review Authority
(RRA 2.0) drew from the best prac-
tices of global central banks: Be it

y corpor
ate houses, are tobx

useful forth
rd-l

before policy formu-
lation, feedback from RES, or

committee on banking reforms, d id for o structured meetings with banks’
its footprint may be wider.” vlew even as it maintains astrong Mint Road, Whlle accepnng21 corner-room occupants and
‘Our multi-regy financial i - ofthe IWG's 31 senior i officials, key
architecture anchored by the RBI, mg secmr Such an approach held the d trade bodies.
Sebi, Irdai and PFRDA reflects uld he hat reform tions as “under examination”. Over 400 circulars were with-
diversity and sectoral depth, but it lmprovc reslhencc enhancethe ‘This was read by banking licence drawn. It was the ‘open-door
bed: inati of credit i hopefuls as asign that the issue policy’ of the RBI to foster better

of Undertakings) Act, 1970.

Taken together, the two RRA
editions, RRC, and the budgetary
moves in FY24 and FY27 appearto
convey that banking is the hinge
around which the financial sector
revolves. WhileIndia's isin the
mainabanking-driven financial
sector, this may not hold inthe
decades to come — certainly not
in2047.

‘Templates

Legislative Reforms Commission
(FSLRC). The FSLRC was set by
the government in March 2011 to
review and rewrite the legal-insti-
tutional architecture of the finan-
cial sector. It was for the creation

costs, create regulatory arbitrage,
and slow innovation. The answer
is not necessarily a single super-
regulator, but a stronger, institu-
tionalised coordination
framewnrk vum clear lead regula-

ofa Financial Sector Appell:
Tribunal, and to merge all trading
regulation under a unified finan-
cial agency. It remains to be seen
howth horities look at these

com-
phance norms. and real-time
datasharing.
“A system that is ‘unified in
but ialised i

suggestions more than adecade
afterthe FSLRC.

“Our financial sector hi d
inthe post-reform period. Banks
have become financial conglom-
erates,” said S C Garg, former

This

Multiple self-regulatory organ]sa s

tions (SROs) are in place on RBI's
turf— the Fintech Association for

execution’ can simultaneously
improve ease of doing business
and preserve financial stability
by ensuring that no systemic
risk falls through the cracks,”
Bhadani said.
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Stitching Stability Through Microfinance: Midland Microfin Ltd.
Transforming lives in Odisha
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Stitching Stability Through Microfinance: Midland Microfin

Ltd. Transforming lives in Odisha

By: Odisha Diary Bureau | Date: February 16, 2026

Bhubaneswar ~ Odisha is witnessing steady growth in small businesses. with credit demand in the state
now exceeding the national average. This reflects the rise of grassroots entreprencurship, as highlighted
in the latest Small Business Spotlight report by CRIF High Mark and SIDBL The trend underlines the role
of timely and responsible microfinance in helping small entrepreneurs stabilise livelihoods and build
long-term financial resdlience.
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Stitching Stability Through Microfinance:
Midland Microfin Ltd. Transforming Lives In T
Odisha Editors’ Picks

Amresh Mohanty FED18, 2028 s

Bhubaneswar — Cdisha is witnessing steady growth in small businesses, with credit demand in the state
now exceeding the national average. This reflects the rise of grassroots entrepreneurship, as highlighted in
the latest Small Business Spotlight report by CRIF High Mark and SIDBI. The trend underlines the role of
timely and responsible microfinance in helping small entrepreneurs stabilise livelihoods and build long-term
financial resilience.

Committed to serving underserved communities at the grassroots, Midland Microfin Lid. continues to
expand access to affordable credit, enabling individuals to convert skills into sustainable enterprises.

Kamala Sshoo's journay in Bhubaneswar reflects this impact. A trained tailor with years of experience,
Kamala had the skills to grow her business but limited access to capital restricted her ability to invest in her
shop and zcale operations. After approaching Midland Microfin Lid., she received a loan of 40,000, which
allowed her 1o purchase essential materials and strengthen the daily functioning of her tailoring unit.
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Stitching Stability Through
Microfinance: Midland Microfin Ltd.
Transforming lives in Odisha

hubaneswar - Colisha is witnessing steacy growth in small busnesses, with oedit demand in the state

now exceeding the national average: This reflects the rise of grassroots entrepreneurship, 25 highlighted
in the latest Small Business Spatiight report by CRIF High Mark and SIDEL The trend underiines the rolle

of tienely and resporsible microfinance i helping small entrepreneurs stabilse velihoods and build

long-term firancial resilisnce.

Committed to sening underserved communities at the grassrocts, Midiand Microfin Ltd. continues to expand acces

1o >ffordable credit, enabling individuals to convert skills into sustairable enterprises
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Bhubaneswar — Odisha is witnessing steady growth in small businesses, with credit demand in the state now exceeding the national average. This reflects the rise of grassroots

entrepreneurship, as highlighted in the latest Small Business Spoflight report by CRIF High Mark and SIDBI. The trend underlines the role of timely and responsible microfinance in

helping small entrepreneurs stabilise livelihoods and build long-term financial resilience.

Committed fo serving underserved communities at the grassroots, Midland Microfin Ltd. continues to expand access fo affordable credit, enabling individuals to convert skills into

sustainable enterprises.
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Microfinance NBFCs set for stronger FY27 on improving collections
and falling stress pool
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Microfinance NBFCs set for stronger FY27
on improving collections and falling stress
pool

The 'new book' ariginated post January 2025 is performing strongly, maintaining X-bucket
collection efficiency of 99.7-99.8%. As of December 2025, this high-quality new book
comprised 50-T5% of total AUM across the sector.

ETBF5| Research - ETBFS
e ETBFS) Research Q@

Published On Feb 23, 2026 at 0747 AM IST » Read by 35589 Professionals

Microfinance institutions are emerging from one of the most prolonged
credit cycles of the last decade, with asset quality and growth

momentum showing visible signs of recovery.

Disbursements have pickad up as stress subsides, reflected in robust
AUM growth in Q3FY26, with 12 out of 18 players showing sequential
AUM growth after four to five quarters of portfolio consclidation,
according to an analyst report by ICICI Securities. Improving
disbursements and stabilising collection trends suggest business

normalcy is underway.

Key indicators point to a significant turnaround. The total stress pool,
defined as stage 2 plus stage 3 assets, for the brokerage’s coverage
universe declined 5-55% during 9MF¥26. Collection efficiency has

strengthenad materially, with most lenders reporting X-bucket collection
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From Rs 47 crore PAT to Rs 252 crore in 3 quarters: Is CreditAccess
Grameen’s worst behind it?
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From Rs 47 crore PAT to Rs 252 crore in 3
quarters: Is CreditAccess Grameen’s worst
behind it?

In QA FV25 CreditAccess Grameen’s PAT collansed to0 R 47 crore ag overleveracine reculation and flonds hit
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DFS to discuss NBFC-to-bank conversion
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DFS to Discuss
NBF(-to-Bank Conversion

Anuradha Shukla

New Delhi: The
Department of Fi-
nancial Services
will meet top ex-
ecutives of lea-
ding non-banking
financial compa-
nies (NBFCs) on
Thursday to dis-
cuss sectoral issu-
es, including the-
irpossibleconver-
sion into full-fled-
ged banks to boost
the government’s
mission todeepen
financial inter-
mediation under
the Viksit Bharat
Mission 2047,

The meeting will
alsolookat capital
availability and li-
quidity for thesec-
tor, including the
exposure to mi-
crofinance com-
panies, said peo-
ple familiar with
thedevelopments.
The other self-re-
gulatory organi-
sations (SRO) in-
vited include the
Finance Industry
Development Co-
uncil (FIDC), the
Microfinance In-
stitutions  Net-
work (MFIN) and
Sa-Dhan.

“There is a broa-
der push tostreng-
then credit delive-
ry and diversify
the banking lands-
cape, particularly
as NBFCs play a
critical role in ser-
ving underserved
segments such as
MSMEs and mi-
crofinance borro-
wers,” said an offi-
cial, adding that
fresh suggestions
from the NBFCs
may be sought on
the recommenda-
tions of the Inter-
nal Working Gro-
up (IWG) Report
on NBFCs consti-
tuted by the RBIin
2020. “There is a
view that some
large eligible
NBFCs  should
considerapplying
for a banking li-
cence,” said anot-
her official. The
other issues to be
discussed include
streamlining of
KYC verification
and customer gri-
evance redressal
mechanism.
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DFS to Discuss NBFC-to-Bank Conversion

AnuradhaShukla

New Delhi: The Department of Financial Ser-
vices will meet top executives of leading non-
banking financial companies (NBFCs) on
Thursday to discuss sectoral issues, including
their possible conversion into full-fledged
banks to boost the government's mission
todeepen financial intermediation under
the Viksit Bharat Mission 2047.

The meeting will also look at capital avai-
lability and liquidity for the sector, inclu-
ding the exposure to micro-finance companies,
sald people familiar with the developments. The
other self-regulatory organisations (SRO) invi-
ted include the Finance Industry Development
Council (FIDC), the Microfinance Institutions
Network (MFIN) and Sa-Dhan. “There is a broa-
der push to strengthen credit delivery and diver-
sify the banking landscape, particularly as
NBFCs play a critical role in serving underser-

3. ol of KYC verification and customer grievan-

- -

ved segments such as MSMEs and microfinance
borrowers,” said an official, adding that fresh
suggestions from the NBFCs may be sought on
the recommendations of the Internal Working
Group(IWG) Report on NBFCs constituted by the
RBIin 2020. “There is a view that some large eli-
gible NBFCs should consider applying for a ban-
king licence,” said another official. The other is-
sues to be discussed include streamlining
Y ceredressal mechanism., Under current re-
gulations, existing NBFCs that are ‘cont-
rolled by residents’ and have a successful
track record of at least 10 vears are eligible to se-
ek a banking licence, subject to meeting fit-and-
proper criteria and other regulatory conditions,
The FY27 budget proposed setting up a high-le-
vel committee on banking for Viksit Bharat,
which will undertake a comprehensive review
of the financial sector — including banks and
non-bank lenders, aligning them with growth,
stability and inclusion goals.
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The Department of Financial Services will meet top executives of
leading non-banking financial companies (NBFCs) on Thursday to
discuss sectoral issues, including their possible conversion into full-
tfledged banks to boost the government's mission to deepen financial

intermediation under the Viksit Bharat Mission 2047,

The meeting will also look at capital availability and liguidicy for the
sector, including the exposure to micro-finance companies, said people
familiar with the developments. The other self-regulatory organisations
(SRO) invited include the Finance Industry Development Council
(FID{C), the Microfinance Institutions Network (MFIN) and Sa-Dhan.
"There is a broader push to strengthen credit delivery and diversify the
banking landscape, particularly as NBFCs play a critical role in serving
underserved segments such as MSMEs and microfinance borrowers,”
said an official, adding that fresh suggestions from the NBFCs may be
sought on the recommendations of the Internal Working Group (IWG)

DFS to discuss NBFC-to-bank conversion

Covernment officials will meet top non-banking financial company executives on Thursday.
The discussion will focus on sector issues. A key topic is the possibility of NBFCs converting
imto full banks. This aims to boost financial inclusion under the Viksit Bharat Mission 2047,
Capital availability and liquidity for NBFCs will also be reviewed. Suggestions on RBI's WG
report may be scught.
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DFS to Meet on NBFC Bank Licence Reforms on February 26, 2026

Written by: Team Angel One - Updated on: 26 Feb 2026, 7:14 pm IST

DFS to discuss NBFC conversion, KYC streamlining, bond haircuts and Al payment platform on February 26, 2026,

meeting.
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NBFCs' bank licence set to figure at DFS meet on Thursday as
reforms loom
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NBFCs’ bank licence set to
figure at DFS meet today

RAGHU MOHAN
New Delhi, 25 February

The Department of Financial Services
(DFS) will hold a meeting of shadowbanks
on Thursday in which their future as
potential banks would be taken up.

The DFS communique on the agenda
toself-regulatory organisations, which has
been seen by Business Standard, listed the
following: “Governance reformstoinclude
better leadership rotation and clarity on
non-banking  financial companies
(NBFECs) as potential banks.”

It also mentions the ‘introduction of a
comprehensive reform index for NBFCs.'

The meeting will be attended by senior
officials from the Finance Industry
Development Council, Sa-Dhan and
Microfinance Industry Network.

A query to the Ministry of Finance did
notelicitaresponsetill the time of going to
press. Other issues which would be taken
up at the meeting are streamlining of
know-your-customer processes, relaxing
branch licensing for gold-loan NBFCs and
aligningthe risk-weights with banks. They
also include reducing prohibitive haircuts
on bonds (currently at 50 per cent) and
make them graded based on credit ratings
and introduction of a digital payments
intelligence platform using artificial intel-
ligence (AI) and cybersecurity for detect-
ing and preventing frauds.

The meetingis seen as a follow through
tothe Union Budget FY27, which proposed
setting up a ‘high-level committee on
banking for Viksit Bharat' to comprehen-
sively review the banking sector.

Playing in the background is also the

BER

On the agenda

= Streamlining KYC processes; relaxing
branch licensing for gold-loan NBFCs
and aligning risk-weights with banks

= Reducing haircuts on bonds (currently
at 50 per cent) and making it graded
based on credit ratings

= Introduction of a Digital Payments
Intelligence Platform using Al and
cybersecurity for detecting and
preventing frauds

Reserve Bank of India (RBI) decision to
put the issue of new banking licences on
the backburner.

An Internal Working Group (IWG) to
‘review extant ownership guidelines and
corporate structure for Indian private
sector banks’ (November 20, 2020) had
made a case for large corporate and indus-
trial houses as promoters of banks.

Itsaid large NBFCs (with an asset size of
%50,000 crore and above, including those
owned by corporate houses) are to be con-
sidered for conversion into banks.

Mint Road, while accepting 21 of ING’s
31 recommendations, held that “the
remaining recommendations are under
examination” in its press release of
November 26,2021.

This was read by banking licence
hopefuls that the issue remains open.

The TWG referred to concerns over
connected-lendingand exposure between
banks, other financial and non-financial
group entities and the need for
strengthening the supervisory mechan-
ism for large conglomerates, including
consolidated supervision.

The DFS meeting isseenasbreathinga
fresh lease of life to this aspect.

On the specific issue of Governance
reforms to include better leadership rota-
tion which figures on the agenda for
Thursday’s meeting, senior NBFC officials
surmised that it may be to align this with
banks. This is especially for those in the
RBI's “upper layer” of its four-tiered
scale-based regulatory (SBR) framework.

Itmay be recalled that in October 2023,
Mint Road said that private banks would
have at least two whole-time directors,
includingthe managing directorand chief
executive officer.

And, this aspect may now be mirrored
by NBFCs in the “upper layer” many of
which are private bank licence hopefuls.

The RBI's four-tiered SBR approach
wasto cut out arbitrage between banksand
NBFCs, detrimental to the orderly growth
and systemic stability.

The layers are: “base” (NBFCs with
assets ¥1,000 crore and below); “middle”
(assets 0f¥1,000 crore and above); “upper”
(tobe specifically identified); and “top” (to
beleftempty, unless the banking regulator
feels an NBFC poses potential systemic
risk). The idea behind this architecture is
thatitenhancestransparencyand govern-
ance while not burdening them with
higher-level regulations.
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Microfinance in revival mode; MFIs, private banks expand business
in January
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AFTER EIGHT-QUARTER STRESS Overall market expected to be on normal growth path by June

Microfin in Revival Mode; MFIs,
Private Banks Expand Biz in Jan

AtmadipRay

Kolkata: Private banks and non-
bankingfinancial companies-micro-
finance institutions (NBFC-MFIs)
have expanded their respective cu-
mulative microfinance portfolios in
January compared with December,
asthe sector lending to the bottom of
the pyramid appears to have beguna
phase of consolidation after an
eight-quarter stress.

Equifax monthly data reviewed by
ET showsthat NBFC-MFIs' portfolio
rose to ¥1.34 lakh crore at the end of
January, from %132 lakh crore a
month ago, while the portfolio of pri-
vate banks increased to 84,735 crore
from 82,347 crore.

The overall microfinance market,
however, slipped further to ?3.21 lakh
crore from ¥3.22 lakh crore as decli-
nes at small finance banks and
NBFCs offset gains by private banks
and NBFC-MFIs, data showed. Alt-
hough the pace of contraction of the
overall market moderated.

“With stabilising asset quality and

Portfolio Position
Jan 31,2026 Dec 31,2025
NBFC-MFI 133913 131597
Private Banks 84,735 82347
SFBs 50,174 54234
NBFCs 43,849 45,141
Others 8,126 8251
Total 320797 321570
{Fi8 In ecrore) Source Equitax &

gradual liquidity normalisation, we
expect the overall microfinance mar-
ket to return to a normal growth tra-
jectory by the end of Q1 FY27," Mi-
crofinance Industry Network chief
executive Alok Misra told ET.

JM Financial called the current
phase an inflection point. “The in-
dustry has moved from a phase of ra-
pid balance sheet contraction and
stress recognition toone of stabilisa-
tion with gradual recovery,"” it obser-
ved in a report. However, while the

NBFC-MFIs as a group showed port-
folio growth, medium and small enti-
ties are struggling. “Large NBFC-
MFIs are exhibiting early signs of
stabilisation and recovery, whereas
medium and small NBFC-MFIs con-
tinue to register a sustained decline,
indicating that while larger institu-
tions are beginning to regain mo-
mentum, funding constraints conti-
nue to weigh heavily on small and
medium MFIs.” Misra said.

The Equifax data also showed im-

provement inearly delinquency whi-
le the delinquency ratio for aged lo-
ans rose. “Asset quality showed a po-
sitive trend with a steady decline in
30+ delinquency across all lender ca-
tegories. Notably NBFCs and NBFC-
MFIs reported lower delinquency le-
vels compared to the overall indust-
ry,” the credit bureau said in the Ja-
nuary snapshot. The 30+ days past
due, which reflects the ratio of loans
that remained unpaid for more than
30 days to 179 days, declined 54 basis
points month-on-month to3.4%. The
ratio of loans that remained unpaid
for more than 180 days however rose
92 basis pointsto17%.

“Delinquency trends suggest peak
stress is likely behind,” JM Financi-
al said. “Early bucket indicators ha-
ve improved sequentially and now
stand at their lowest levels since
FY24. The improvement is broad-ba-
sed across states and lender categori-
es. Regions that exhibited elevated
delinquency— in parts of eastern
and southern India — have shown
meaningful improvement in early-
to-mid stage buckets,"” itadded.

ADFACTORS PR

Reputation & Critical Issues Advisory



https://economictimes.indiatimes.com/industry/banking/finance/microfinance-in-revival-mode-mfis-private-banks-expand-business-in-january/articleshow/128793766.cms
https://economictimes.indiatimes.com/industry/banking/finance/microfinance-in-revival-mode-mfis-private-banks-expand-business-in-january/articleshow/128793766.cms

powering
I l' ] ” lnupmhihm
MICROFINANCE INDUSTRY NETWORK.

Publication : bfsi.economictimes.indiatimes.com Edition- Online

Date : 26-02-2026 Page No: NA

URL- https://bfsi.economictimes.indiatimes.com/articles/microfinance-in-revival-mode-mfis-

private-banks-expand-business-in-

january/128798873?utm source=newslisting&utm medium=IlatestNews

Microfinance in revival mode; MFTIs, private
banks expand business in January

The microfimance sector is consolidating after a period of stress. Private banks and NBFC
MFls have increased their lending portfolios. While the overall market saw a slight dip, early
delinquency rates are improving. Experts anticipate a return to normal growth by the end of

the first guarter of FY27. This marks an inflection point for the industry.

Atmadip Ray - ET Bureau
- L]

Pubdished Cn Feb 26, 2026 ot 0624 &M IST

Kolkata: Private banks and non-banking financial companies-
microfinance institutions (NBFC-MFIs) have expanded their respective
cumulative microfinance portfolios in January compared with
December, as the sector lending to the bottom of the pyramid appears to

have begun a phase of consolidaton after an eizht-guarter stress.

Eguifax monthly data reviewed by ET shows that NBFC-MFIs portfolio
rose to ‘L34 lakh crore at the end of January, from '1.32 lakh crore a
month ago, while the portfolio of private banks increased to "84,735 crore
from '82,547 crore.

The overall microfinance market, however, slipped further to 3.21 lakh
crore from "3.22 lakh crore as declines at small finance banks and NBFCs
offset gains by private banks and NBFC-MFIs, data showed. Although

the pace of contraction of the overall market moderated.
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Bihar Microfinance Bill: Tighter MFI Norms
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Key Provisions
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Bihar microfinance bill may spoil the sector's recovery
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Bihar microfinance bill may spoil the sector's
recovery

By Atmadip Ray, ET Bureau « Last Updated: Feb 27, 2026, 0216:00 PM IST 5 o <% An n]
g F v i Preferred on L3 FOLLOW US SHARE FONTSIZE SAVE

Synopsis

Bihar's new microfinance law could disrupt the sector's recovery. The bill limits
borrowers to two lenders, a change from the industry norm. This move may lead to
increased loan defaults, mirroring past issues in Karnataka. Experts anticipate a cautious
approach from lenders. Microfinance bodies are launching outreach programs to
ensure borrowers remain engaged and repay loans on time.

) A Briefing
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Bihar microfinance bill may spoil the
sector's recovery

and repay lcans on tirme.

Published On Feb 28, 2026 at 08040 AM IST

Bihar government's move to regulate microfinance institutions may
hobble the recovery of the sector, which had shown signs recovery from

stress after long years.

The state’s legislative assembly adopted Bihar Micro Finance Institutions
(Regulations of Money Lending and Prevention of Coercive Actons) Bill,
2026 on Thursday, creating a sense of deja vu. The bill has a provision
which prohibits borrowing from more than two lenders, while the
microfinance industry today allows three-lender association for a single

borrower.

Bihar, being the biggest microfinance market, may see a dip in
repayment, people tracking the market said. The state accounts for 15%
of the microfinance industry, while 1394 of its borrowers have more than

three lender associations, industry dara showed.

Atmmadip R = ET Bureau
@ e 3 (@

Bihar's new microfinance law could disrupt the sector's recoverny. The bill limits borrowers to
two lenders, a change from the industry norm. This mowve may lead to increased loan defaults,
mirroring past issues in Karnataka. Experts anticipate a cautious approach from lenders.

Microfinance bodies are launching cutreach programs to ensure borrowers remain engaged
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Bad Memories of Another Day for Lenders as Bihar Moves to
Regulate Microloans
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Atmadip Ray

Kolkata: Bihar government’s
move to regulate microfinance
institutions may hobble the
recovery of the sector, which had
shown signs of recovery from
stress after long years,

The state’s legislative assembly
adopted the Bihar Micro Finance
Institutions (Regulations of
Money Lending and Prevention
of Coercive Actions) Bill, 2026, on
Thursday, creating a sense of
deja vu. The bill has a provision
which prohibits borrowing from
more than two lenders, while the
microfinance industry currently
allows a three-lender association
forasingle borrower.

Bihar, being the biggest microfi-
nance market, may seeadip in
repayment, people tracking the
market said. The state accounts for
15% of the microfinance industry,
while 13% of its borrowers have

more than three lender associa-
tions, industry data showed.

Thelendersarefacingariskof a
sharprise in delinquencies as they
had seen in Karnataka, where
portfolios at risk with over 30 days
past due tripled to12,5% within two
quarters of Karnataka's microfi-
nance bill, [TFL Capital Services
said in a note. Borrowers with low
per capita income and literacy may
be more vulnerable, it said.

“Event risk like this makes us
structurally cautious on lenders
with high microfinance exposure
apart from structurally lower
growth/profitability vs previous
cycle during ‘normal’ times,” [IFL
Capital's research analyst Viral
Shah said.

Private banks and non-banking
financial companies-microfinan-
ce institutions (NBFC-MF1s)
have grown their respective
cumulative microfinance port-
folios in January from December,
after a phase of contraction,

Bad Memories of Another Day for Lenders
as Bihar Moves to Regulate Microloans

State plans to curb overexposure; MFIs feel any intervention may delay repayments

according to monthly data from
credit bureau Equifax.

Now, the leaders of the sector will
have toenergise the field force all
over again in Bihar to raise borro-
wer engagement so that any fresh
delay in repayment
can be prevented. It
was typically seen
that borrowers
tended to delay
repayment when
governments tried
toregulate any
sector. It was seen
when states like
Karnatakaand
Tamil Nadu enacted
laws to regulate
microfinance,

However, the
negative impact was more pro-
nounced in Karnataka than in
Tamil Nadu.

“We expect Bihar to be headed the
Tamil Nadu way," a chief executive
of alarge NBFC-MF1 said.

The microfinance self-regula-
tors plan to carry out targeted
awareness and outreach initiati-
vesacross Bihar to prevent
erosion of asset quality.

The Microfinance Industry
Network (MFIN) highlighted that
the bill is directed at unregulated
entities. However, the provisions in
the bill relating to borrower pro-
tection and fair recovery practices
apply toall lending entities.

“MFIN would like to caution
microfinance borrowers not to
fall prey torumours, be regular
in repayment to maintain a good
credit record and contact their
lender for information,” it said.

“It is noteworthy that RBl-regula-
ted institutions, as on date, provide
collateral-free and doorstep credit
services to nearly one crore low-
income clients with credit out-
standing of 248,569 crore in Bihar,
thereby playing an integral part in
building an inclusive and pro-
sperous Bihar," MFIN said.
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Bihar MFI Bill unlikely to hit
RBI-regulated lenders: Experts

ANUPREKSHA JAIN
Mumbai, 27 February

The recently passed Bihar
Micro Finance Institutions
(Regulation of Money Lend-
ing and Prevention of Coer-
cive Actions) Bill, 2026, is
unlikely to have any material
impact on lenders regulated
by the Reserve Bank of India
(RBI), with industry execu-
tives asserting that such
entities will not be required to
register at the state level.
Microfinance Institutions
Network (MFIN), the self-
regulatory organisation (SRO)
formicrofinance lenders, said
the legislation is not appli-
cable to RBI-regulated entities
and that licensed entities will
not need to seek registration
under the state law.

Top 10 states
with active MFl loans

Gross loan portfolio in X crore

Others
65300
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| n
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16,800
- (o
MadhyaPradesh ? 28300
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24,200 28,000

The top 10 states constitute 82.2% of the GLP

Sources: CRIF Highmark

executives maintain that col-
lection efficiency in the state

legislation clearly states that
the operational rules are not

they remain subject to clauses
relating to the prohibition of

institu-
tions already operate under
one of the most stringent
borrower-protection frame-
works in the financial sector,
supported by detailed RBI

has strong.

The Bill states that its provi-
sions will apply to awide range
of entiti din advanc-

to
entities. What applies to them
is the prohibition of coercive
ices, which is already in

ing micro orsmall loans within
Bihar, “irrespective of their

guidelines, MFIN’s industry
Code of Conduct and MFIN
guardrails, which together
mandate fair conduct, trans-
parent lending practices

place of i ion, regis-
tration or domicile.” These
include individuals, partner-
ship firms, limited liability
partnerships  (LLPs), com-
panies, societies, trusts, digital

and
cive recovery mechanisms,”
the industry body said in a
statement.

Bihar accounts for the lar-
gest share of the microfinance
industry’s exposure at around
15 per cent, followed by Karna-
takaand Tamil Nadu. Industry

lending ., mobile
applications and other entities
operating withinthe state’s ter-
ritorial limits.

Shares of several microfi-
nance-focused lenders fell
sharply on Friday followingthe
passage of the Bill.

“Ifyou refer to Clause 2, the

place. For regulated entities, it
only says they have to curb
coercive practices, which they
are already doing. There is
zero impact from this,” said
Sanjay Garyali, chiefexecutive
officer, Fusion Finance.

‘The Biharlegislationisseen
as being on similar lines to
measures introduced by the
Karnataka and Tamil Nadu
governments in 2025 to curb

borrower-protection measures.
“In fact, Bihar has behaved
very well through elections and
other challenges, including
floods. Itis one of the most dis-
ciplined markets for us and for
the entire microfinance space.
Bihar is among the top three
states in collection efficiency,
‘which continues to be upwards
of 99.5 per cent on the entire
book. Not just for us, but for all
major players in the state, col-
lection efficiencies have
become very strong in the last
‘months. Post-elec-

ery
usurious lending rates. While
RBI-regulated entities are
exempt from registration and
certain operational provisions,

tionsand even during the elec-
tion period, Bihar hasemerged
as a very disciplined state,”
Garyaliadded.
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MFIN takes notice of Bihar Microfinance Institutions Bill 2026
passed in Bihar Legislative Assembly
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Microfinance Industry
Network on Bihar
Microfinance Bill 2026

MI News Service, Kolkata:
MFIN notes the Bihar Bill, 2026
excludes RBI-regulated MFIs
from state registration. It reiter-
ates strong RBI borrower safe-
guards and responsible recovery
practices. RBl-regulated lenders
serve nearly 1 crore clients in
Bihar. Borrowers should ignore
rumours, repay regularly, and
contact lenders for accurate in-
formation.
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MFIN welcomes adoption of "The Bihar
Micro Finance Institutions Bill, 2026"

Patna, Feb 27 : The Microfinance Industry Network
(MFIN) has noted the adoption of "The Bihar Micro
Finance Institutions (Regulations of Money Lending and
Prevention of Coercive Actions) Bill, 2026" by the Bihar
Legislative Assembly on 26 February 2026. MFIN is an
SRO of RBI Regulated entities [NBFC-MFIs, Banks,
SFBs, and NBFCs]. MFIN notes that the Bill passed by
the Legislative Assembly is not applicable to RBI-
regulated Microfinance Institutions, including Banks and
NBFC-MFIs, as per Section 2(2) of the Bill.
Accordingly, MFIN understands that the RBI regulated
or licensed entities need not register at the State level.
MFIN notes the provisions in the bill relating to
borrower protection and fair recovery practices, which
are applicable to all lending entities.

MFIN would like to reiterate that RBI-regulated
institutions already operate under one of the most
stringent borrower protection frameworks in the
financial sector, supported by detailed RBI Responsible
Business conduct guidelines, MFIN's industry Code of
Conduct, and MFIN Guardrails, which together mandate
fair conduct, transparent lending practices, and
responsible, non-coercive recovery mechanisms. It is
noteworthy that RBI Regulated institutions, as on date,
provide collateral free and doorstep credit services to
nearly 1 crore low-income clients with credit outstandin,
of Rs.48,569 crore in Bihar, thereby playing an integra
part in building an inclusive and prosperous Bihar.
Further, MFIN will also undertake targeted awareness
and outreach initiatives across Bihar to enhance public
understanding of borrower protection safeguards
followed by RBI-regulated microfinance institutions,
including transparent lending processes, grievance
redressal mechanisms, and responsible, non-coercive
recovery practices.
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New Model For Microfinance | Financial Inclusion Reset | BT
Banking Summit
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India’s microfinance sector past stress peak, portfolio
quality improves: MFIN

The microfinance industry serves around 7 crore low-income women borrowers. Including household members, it
impacts nearly 30 crore individuals. The total outstanding portfolio stands at roughly 3.2 lakh crore, with about 756% of
lending concentrated in rural areas.
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Bank named Bank of the Year as sector discusses Al,
structural shifts

The Business Today's 30th edition of Best Banks saw 18 awards across banking, NBFC and fintech categories, with
policymakers and industry leaders discussing Al, capital market expansion and the road to Viksit Bharat.
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by Sotyajeet Mukherjee | Fobewary 28, 2025 8:00 pm

Iopy T BIFATH qD 9 Utkarsh Small Finz

Alfraclive itgeest
Fland Duponiy

A
N >
Ferd STl BT 4D 0 Utkarsh Small Finance Bank

"o '

{-]H8

Synopsis: Utkarsh swung from record profits to deep losses, yet Flis and Dlis piled in. A microfinance crash, sharp

clean-up, safer loan mix, and visible recovery explain why institutions are betting earfy.

During FY24, Utkarsh Small Finonce B8ank achieved the best financial year ever in its entire history, a record-breaking
net profit of Rs 498 crore, a very good return on equity, a clean asset quality, and a stock that got investors excited
about the microfinance growth story in India. Jump to just six quarters later, Q3 FY26, and the same bank reported a
net loss of Rs 375 crore in a single quarter, thus revealing a drastic fall in profitability.
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