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The Perfect Storm: When Ext

The microfinance sector in India stands at a critical juncture. As non-banking
financial companies (NBFCs) and fintech platforms race to capture the
lucrative bottom-of-the-pyramid market, regulators are tightening their grip
with unprecedented intensity. What began as a growth opportunity is
increasingly looking like a regulatory minefield, where aggressive expansion
meets systemic risk concerns, and financial inclusion collides with consumer
protection imperatives.

The numbers tell a sobering story. Between 2024 and October 2025, India's
microfinance landscape has undergone a seismic shift. Banks, traditionally a
cornerstone of microfinance lending, have dramatically retreated from the
sector. This withdrawal has created a vacuum that NBFCs and fintech
platforms eagerly filled—but not without consequences. The 22% decline in
Microfinance Institution (MFI) portfolios since 2024, combined with
approximately 4 lakh beorrowers exiting formal finance channels, signals a
market correction that goes far deeper than mere cyclical adjustment.

For regulators like the Reserve Bank of India (RBI) and the Microfinance
Industry Network (MFIN), the implications are alarming. In their view, the rapid
consolidation of microfinance among non-traditional lenders has created
concentrations of risk, overleveraged borrowers, and a vulnerable underclass
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Synopsis

NBFC assets.

1 [H] Al Briefing

Listen to this article in summarized format

RBI Guv urges NBFCs to maintain sound
underwriting standards, close monitoring of asset

quality

Reserve Bank Governor Sanjay Malhotra met with senior officials from select NBFCs,
emphasizing the importance of sound underwriting and close meonitoring of asset
gquality. He also highlighted customer centricity, ethical conduct, and responsible
ending for the sector's sustainable development. The meeting addressed policy and
operational matters, with participating entities representing a significant portion of
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M RBI Asks NBFCs, HFCs
toImprove Standards

MUMBAI Reserve Bank of
3‘." India governor Sanjay
gl Malhotraon Monday urged

non-banking financial
companies (NBFCs) and housing
finance companies (HFCs) to strength-
enunderwriting standards and uphold
customer-centric practices toensure
sustainable growth and confidence in
the sector. Governor conveyed this
message at meeting withmanaging
directors and chief executive officers
of select NBFCSs, HFCs and microfinance
institutions in Mumbai. The meeting.
the first suchinteraction with NBFCs
since February 2025, included govern-
ment-owned NBFCs and institutions
that together account for about 53% of
the sector’s assets. Industry bodies
such as Sa-Dhan, the Micro Finance
Institutions Network and the Finance
Industry Development Council were
alsorepresented. — Our Bureau

e g

ADFACTO

Reputation & Critical Issue

uuuuu




powering
[T] | n responsible
fina
g

MICHOFINANCE INDUSTRY NETWORK

Publication : bfsi.economictimes.indiatimes.com Edition- Online
Date : 06-01-2026 Page No: NA

URL- https://bfsi.economictimes.indiatimes.com/articles/rbi-guv-urges-nbfcs-to-maintain-sound-

underwriting-standards-close-monitoring-of-asset-

quality/126364318?utm source=latest news&utm medium=homepage

Stay updated with the latest news
in the BFSI sector with our daily
newsletter

Join the community of 2M+ industry professionals

2rs and other
ad and agree

. ADFACTORS PR

Reputation & Critical Issues Advisory



https://bfsi.economictimes.indiatimes.com/articles/rbi-guv-urges-nbfcs-to-maintain-sound-underwriting-standards-close-monitoring-of-asset-quality/126364318?utm_source=latest_news&utm_medium=homepage
https://bfsi.economictimes.indiatimes.com/articles/rbi-guv-urges-nbfcs-to-maintain-sound-underwriting-standards-close-monitoring-of-asset-quality/126364318?utm_source=latest_news&utm_medium=homepage
https://bfsi.economictimes.indiatimes.com/articles/rbi-guv-urges-nbfcs-to-maintain-sound-underwriting-standards-close-monitoring-of-asset-quality/126364318?utm_source=latest_news&utm_medium=homepage

powering
I l' | | ln=-«|:mhihlc-
_—

MICHOFINANCE INDUSTRY NETWORK

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

Date : 06-01-2026 Page No: NA

URL- https://cfo.economictimes.indiatimes.com/news/governance-risk-compliance/rbi-guv-urges-
nbfcs-to-maintain-sound-underwriting-standards-close-monitoring-of-asset-
quality/126364492?utm source=top news&utm medium=sectionListing

Get latest updates on Linkedin
Follow us for the latest news, insider access to events and more. $

}  ———— i
( Fotlow us on linkedin }

CFO.com \/ Login '

From The Economic Times

N News Exclusives Leaders Speak Events Awards Webinars Brand Solutions More v Q

CFO Interviews . CFOMoves . GST . Economy - Editor'sNote . Auditors Diary - CFOTalk . Budget2026 - More v

® Post Budget Live el Download App ETCFO Newsletters

BFSI Leaders to decode ¥ BubeT 20 Follow us for the latest news, Explore and Subscribe to our

Union Budget 2026 582585 insider access to events and ' 6 Daily Newsletters

...... 4 more.
C——Ty

& CryptoWorld ..

), essential insights in Crypto — relevant, timely, act * Join the newsletter -

Governance, Risk & Compliance - 1 Min Read

RBI Guv urges NBFCs to m
underwriting standards, clo%;._

“UNON
BUDSET 2028

TAKING INDIA FORWARD

. \ N { -
asset quality L820880
Reserve Bank Governor Sanjay Malhotra met with senior off [ I AAMREEUIIICS 7, A
February 2 at 8:30 AM 3 /&
emphasizing the importance of sound underwriting and cla H..:.ii"g /Q;

ADFACTORS PR

Reputation & Critical Issues Advisory



https://cfo.economictimes.indiatimes.com/news/governance-risk-compliance/rbi-guv-urges-nbfcs-to-maintain-sound-underwriting-standards-close-monitoring-of-asset-quality/126364492?utm_source=top_news&utm_medium=sectionListing
https://cfo.economictimes.indiatimes.com/news/governance-risk-compliance/rbi-guv-urges-nbfcs-to-maintain-sound-underwriting-standards-close-monitoring-of-asset-quality/126364492?utm_source=top_news&utm_medium=sectionListing
https://cfo.economictimes.indiatimes.com/news/governance-risk-compliance/rbi-guv-urges-nbfcs-to-maintain-sound-underwriting-standards-close-monitoring-of-asset-quality/126364492?utm_source=top_news&utm_medium=sectionListing

powering

I l' | | ln'-«pmhihlc-
finance

] -

MICHOFINANCE INDUSTRY NETWORK

Publication : ET Realty Edition- Online

‘ Date : 06-01-2026 Page No: NA

URL- https://realty.economictimes.indiatimes.com/news/housing-finance/rbi-urges-nbfcs-hfcs-to-
maintain-sound-underwriting-standards-close-monitoring-of-asset-
quality/126363839?2utm source=latest news&utm medium=homepage

E Realty.on

Signup to get DaiI;r NeWslétter on your
email. 3.6 million professionals get it every
day across industries.

( Email Address )

Continue with Google

n Continue with Linkedin

By continuing, you agree to the T&C, Privacy Policy and Prohibitad
Content Policy, This same account can be used across all ET B28
portals.

ADFACTORS PR

Reputation & Critical Issues Advisory



https://realty.economictimes.indiatimes.com/news/housing-finance/rbi-urges-nbfcs-hfcs-to-maintain-sound-underwriting-standards-close-monitoring-of-asset-quality/126363839?utm_source=latest_news&utm_medium=homepage
https://realty.economictimes.indiatimes.com/news/housing-finance/rbi-urges-nbfcs-hfcs-to-maintain-sound-underwriting-standards-close-monitoring-of-asset-quality/126363839?utm_source=latest_news&utm_medium=homepage
https://realty.economictimes.indiatimes.com/news/housing-finance/rbi-urges-nbfcs-hfcs-to-maintain-sound-underwriting-standards-close-monitoring-of-asset-quality/126363839?utm_source=latest_news&utm_medium=homepage

powering
I l' | | ln=-«|:mhihlc-
MICROFINANCE XD Twonk

Publication : business-standard.com Edition- Online

Date : 05-01-2026 Page No: NA

URL- https://www.business-standard.com/finance/news/rbi-guv-flags-asset-quality-risks-urges-
sound-underwriting-at-nbfc-meet-126010501125 1.html

[ 3 Business Standard M

BlackRock BUdget 2026

Presenting

sponsor STEERING THE STORM

= BusinessStandard[& & © Q

HOME FINANCE NEWS ANALYSIS PERSONAL FINANCE [@) e-pAPER & DECODED ([Tl OPINION ¢ INDIANEWS [E] LATEST NEWS Subscribe

Advertisement

In fast or fragile markets, BS
insight
brings perspective. PRPL *’*‘gg!g

Home / Finance / News / Closely monitor asset quality, RBI Governor Sanjay Malhotra tells NBECs
Closely monitor asset quality, RBI Governor Sanjay Malhotra tells
NBEFCs

Credit extended by NBFCs has been rising over the years, underscoring their growing importance in financial intermediation
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closely monitor asset quality
Reserve Bank of IndiaGovernor Sanjay
Ihotraon Monday dthe need
for sound underwriting standards and
1 f asset quality duri
ameeting with the CEOs of NBFCs.

ngm‘crnor:lsks'NBF(Ism. Closely monit()r

asset quality, RBI
guv tells NBFCs

MANOJIT SAHA
Mumbai, 5 January

Reserve Bank of India (RBI)
Governor Sanjay Malhotra on
Monday emphasised the need
for sound underwriting stan-
dards and close monitoring of
asset quality during a meeting
with the chief executive
officers of non-banking
finance companies (NBFCs).
The meeting was part of
the RBI's ongoing engage-

ation. The regulator noted that
this was reflected in credit
growth, which surpassed that
of banks across all segments
except agriculture and allied
activities during FY25.
According to the latest
data, the sector’s asset quality
improved further in 2024-25,
with the gross non-perform-
ingasset (GNPA) ratiodeclin-
ing to 2.9 per cent at the end
of March 2025 from 3.5
per cent a year earlier. How-
NBFC-microfinance

ment with regulated entities. pyRING A MEETING ever,

The participating  NBFCS \yTH NBFC CEOs, RBI institutions  (MFIs) saw
together account forabout 53 GOVERNOR SANJAY a deterioration, with the
per cent of the sector’s total  \pa| HOTRA CALLED GNPA ratio rising to 4.1 per
assets, thecentralbanksaidin  FoR PRESERVING cent from 2 per cent over the
astatement. same period.

As of March 31, 2025, there w In its recently released
were close to 9,000 NBFCs, Trends and Progress of Bank-
including 15in the upper layer He underlined the need for ing in India report, the RBI
and 656 in the middle layer. soundunder NBFECs to remain
The sector is dominated by 15  and close monitoring of asset  vigilant about the rising trend

per-layer NBFCs, i quality,” th aid. inSpecial Mention
four housing finance com- Malhotra also stressed the which is overdue accounts of
panies (HFCs), which importance of customer-cen- 30 days and 60 days.
accounted for 30.2 per cent of tricity, ethical conduct and A similar interaction with
total assetsattheend of March  responsible lending, along NBFC CEOs was held in Feb-
2025. The middle layer with prompt grievance ruary last year. Monday's
accounted forthelargestshare redressal, to preserve confi- meetingwasalsoattended by
of 64.6 per cent largely dueto  dencein CEOsof institu-
the presence of government- its orderly and tions, ives of self-
owned NBFCs. development. regulatory  organisations

“In his opening remarks, Credit extended by NBFCs  Sa-Dhan, the Micro Finance
the governor the hasbeenrising theyears, Institutions Network and the

important role of NBFCs and
HFCsin facilitating credit flow.

underscoring their growing
role in financial intermedi-

Finance Industry Develop-
ment Council.
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Sanjay Malhotra, governor,
Reserve Bank of India. 1l

RBI flags
asset quality
risks at
NBFC chiefs

meeting

Subhana Shaikh
subhana shaikh@livemint.com
MUMBAI

heReserve Bank of India

on Monday said gover-

norSanjay Malhotramet
managing directorsand chief
executive officers of select
non-banking financial compa-
nies (NBFCs), urging them to
maintain sound underwriting
standardsand closely monitor
asset quality. The meeting was
part of the central bank’s
ongoing engagement with
regulated entities.

Malhotra also held discus-
sionswith government-owned
NBFCs, housing finance com-
panies (HFCs), microfinance
institutions, and representa-
tivesof self-regulatory organi-
sations, including Sa-Dhan,
the Micro Finance Institutions
Network and the Finance
Industry Development Coun-
cil. Together, the participating
entitiesaccount forabout 53%
of total NBFC sector assets.

Inhisopening remarks, the
governor highlighted the criti-
calrole NBFCs and HFCs play
in facilitating credit flow,
while emphasizing customer
centricity, ethical conductand
responsible lending.

He also underlined the
importance of prompt griev-
ance redressal to preserve
confidence in the sector and
support its orderly and sus-
tainable development.

Participants shared feed-
back on policy issues and
operational mattersrelating to
the NBFC sector during the
discussions, the central bank
said in a statement.

The emphasis on under-
writing discipline and asset
quality monitoring comes
amid concernsover emerging
pockets of stress and aggres-
sive lending practices in cer-
tain segments, including retail
and micro, small and medium
enterprises.

Thiswasthe first such inter-
actionsince 13 February 2025,
when RBI last met with
NBFCs, atatime whenthereg-
ulator was closely tracking
credit growth, asset quality
trends and conduct-related
issues across the country’s
financial system.

For an extended version of
the story, go tolivemint.com
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RBI Governor meets
NBFC heads, calls for
sound underwriting norms

| |
Our Bureau
Murmbai

Reserve Bank of India (RBI)
Governor Sanjay Malhotra
on Monday called on non-
bank lenders to adopt sound
underwriting standards and
close monitoring of asset
quality in meeting with
heads of non-banking finan-
cial companies (NBFCs).

The Governor stressed on
the criticality of customer-
centricity, ethical conduct
and responsible lending
along with prompt grievance
redressal for preserving con-
fidence in the sector and sup-
porting its orderly and sus-
tainable development.

“As part of the Reserve
Bank’s ongoing engagement
with regulated entities, the
Governor, Reserve Bank of
India, today held a meeting
in Mumbai with the Man-
aging Directors and Chief
Executive Officers (MDs &
CEOs) of select NBFCs, in-
cluding Government
NBFCs, Housing Finance

Companies (HFCs) and Mi-
crofinance Institutions,” the
RBI said. The RBI had last
held a similar meeting
on February 13, 2025.

IN ATTENDANCE
Industry participation in-
cluded the representatives
of self-regulatory organisa-
tions, Sa-Dhan, the Micro
Finance Institutions Net-
work and the Finance In-
dustry Development Coun-
cil. The meeting was also
attended by Deputy Gov-
ernors T Rabi Sankar, Swam-
inathan J, Poonam Gupta
and SC Murmu, and the MD
& CEO of the National
Housing Bank, apart from
other senior officers of the
Reserve Bank.
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Closely monitor asset quality, RBI Governor tells
NBFC chiefs

The draft Payments Vision 2028 was presented, and Members gave strategic guidance to ensure the
continued development of India's payment ecosystem, RBI said in a statement

Jpdeled
THE HINDU BUREAU
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A man walks past the Heserve Bank of India (REI) logo outside itx headquarters in Mumibai, India hoto Crode: Hewtors

Reserve Bank of India (RBI) Governor Sanjay Malhotra, during his meeting with Managing
Directors & Chlef Executive Officers of select Non-Banking Finance Companies (NBFCs) on
Monday, underlined the need for sound underwriting standards and close monitoring of
asset quallty by the sector.
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RBI governor discusses responsible
lending in meet with NBFC, HFC chiefs

The high-posersd Murmbai mesting focused on credit flowr, ascet

dquality, ethical conduct, customer-certricity, and resporsible lending
in the HBFC sector.

@ By CNBCTV18.com
! Choose ~ =
® 1wineas ) -

Reserve Bank of India Covernor Sanjay Malhotra on Monday,
January 5 met the managing directors and chief executive
officers of select non-banking financial companies (NBFCs),
including government NBFCs, housing finance companies
(HFCs), and microfinance institutions in Mumbai — where he
highlighted the role of NBFCs and HFCs in facilitating credit
flow
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RBI meets NBFCs, HFCs; urges them to maintain sound
underwriting standards

In his opening remarks, RBI Governor Sanjay Malhotra underlined the need for sound underwriting standards and
close monitoring of asset quality.
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Reserve Bank Governor urges NBFCs to closely monitor
asset quality & maintain sound underwriting standards

He held a meeting with MDs & CEOs of NBFCs. including HFCs & microfinance institutions

MUMBAL: Reserve Bank Gov-
ernor Sanjay Malhotra on Mon-
day underlined the need for
sound underwriting standards
and close monitoring of asset
quality at a meeting with senior
officials of select non-banking
financial Companies (NBFCs)
here.

As part of the Reserve Bank’s
ongoing engagement with regu-
lated entities, the Governor held
a meeting with the managing
directors and chief executive
officers (MDs and CEOs) of
select NBFCs, including govern-

Closer Look

» Governor highlighted the important role of NBFCs and
housing finance companies in facilitating credit flow

» Malhotra further emphasised the criticality of
customer centricity, ethical conduct, and responsible
lending, along with prompt grievance redressal

» The participating entities together account for about
53 per cent of non-banking financial Companies

(NBFCs) sector assets

ment NBFCs, housing finance
companies (HFCs) and micro-
finance institutions.

In his opening remarks,
the Governor highlighted the
important role of NBFCs and

HEFCs in facilitating credit
flow. He underlined the need
for sound underwriting stan-
dards and close monitoring of
asset quality, the Reserve Bank
of India (RBI) said in a release.

Malhotra further empha-
sised the criticality of customer
centricity, ethical conduct, and
responsible lending, along with
prompt grievance redressal, to
preserve confidence in the sec-
tor and support its orderly and
sustainable development.

The Reserve Bank had last
held a similar meeting with

NBFCs on February 13, 2025.

The participating entities
together account for about 53
per cent of NBFC sector assets.

Industry  participation
included the representatives of
self-regulatory organisations,
Sa-Dhan, the Micro Finance
Institutions Network and the
Finance Industry Development
Council.

During the discussion, par-
ticipants shared feedback on
policy issues and operational
matters relating to the NBFC
sector, the RBI said. Pl

ADFACTORS PR

Reputation & Critical Issues Advisory



https://www.millenniumpost.in/business/reserve-bank-governor-urges-nbfcs-to-closely-monitor-asset-quality-maintain-sound-underwriting-standards-642735
https://www.millenniumpost.in/business/reserve-bank-governor-urges-nbfcs-to-closely-monitor-asset-quality-maintain-sound-underwriting-standards-642735

powering
I l'] ” qu ible

s —_—

MICHOFINANCE INDUSTRY NETWORK

Publication : The Political & Business Daily

Date : 06-01-2026

Edition- New Delhi

Page No: 8

RBI Governor tells NBFC chiefs to
keep close watch on asset quality

MUMBAL, JAN 5

RBI Governor Sanjay
Malhotra on Monday under-
lined the need for sound
underwriting standards and
close monitoring of asset
quality by NBFCs.

At a meeting held here
with the Managing Directors
and CEOs of select non-bank-
ing financial companies
(NBFCs), including govern-
ment NBFCs, housing finance
companies (HFCs), and
microfinance institutions, the
RBI Governor further empha-
sised the criticality of cus-
tomer-centricity, ethical con-
duct, and responsible lend-
ing.

He also highlighted the
need for prompt grievance
redressal of customers for
preserving confidence in the
NBEFC sector and supporting
its orderly and sustainable
development.

The participating entities
together account for about 53

per cent of NBFC sector
assets. Industry participation
included the representatives
of Self-Regulatory
Organisations, Sa-Dhan, the
Micro Finance Institutions
Network and the Finance
Industry Development
Council, according to an RBI
statement issued after the
conference.

In his opening remarks,
the Governor highlighted the
important role of NBFCs and
HFCs in facilitating credit
flow. During the discussion,
participants shared feedback
on policy issues and opera-
tional matters relating to the
NBEC sector.

The meeting was also
attended by Deputy
Governors T. Rabi Sankar,

Swaminathan J., Dr Poonam
Gupta, and S. C. Murmu, and
the MD & CEO of the
National Housing Bank,
apart from other senior offi-
cers of the Reserve Bank.

In a related development,
the first meeting of the
Payments Regulatory Board
(PRB) on Monday was held
here on Monday under the
chairmanship of the RBI
Governor. The PRB was con-
stituted consequent to an
amendment in the Payment
and Settlement Systems Act,
2007, which came into effect
on May 9, 2025.

The Board reviewed the
functions of the Department
of Payment and Settlement
Systems and current focus
areas covering both domestic
and global payment systems.
The draft Payments Vision
2028 was presented, and
Members gave strategic guid-
ance to ensure the continued
development of India’s pay-
ment ecosystem. -JANS
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RBI Governor tells NBFC chiefs to keep close watch on asset
quality
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Mumbai, Jan 5 RBI Governor Sanjay Malhotra on Monday underlined the need for sound
underwriting standards and close ...
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RBI Governor tells NBFC chiefs to keep close watch on asset
quality

RBI Governor Sanjay Malhotra on Monday underlined the need for sound underwriting
standards and close monitoring of asset quality by NBFCs.

"3 IANS  Jan 5, 20260934 Q
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r

Sowrce IANS

Mumbai, Jan 5 (IANS) RBI Governor Sanjay Malhotra on Monday underlined the need for sound
underwriting standards and close monitoring of asset quality by NBFCs.

At 3 meeting held here with the Managing Directors and CEOs of select non-banking financial companies
{NBFCs), including govemment NBFCs, housing finance companies (HFCs), and microfinance
institutions, the RBI Govemor further emphasised the criticality of customer-centricity, ethical conduct,
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RBI Governor Sanjay Malhotra Highlights
Importance of Underwriting Standards for
NBFCs

During a meeting with senior officials of non-banking financial companies, RBI Governor Sanjay Malhotra
siressed the need for sound underwriting standards and close asset quality monitoring to ensure financial
stability and customer confidence.

By Swati Nair Updated: Monday, January 5, 2026, 20:12 [IST]
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RBI Governor meets MDs and CEOs of select NBFCs and HFCs in Mumbai

05/01/2026 | Ankita Jain |

Reserve Bank of India Governor Sanjay Malhotra met Managing Directors and Chief Executive Officers of select
non-banking financial companies (MBFCs), including public sector MBFCs, housing finance companies (HFCs) and
microfinance institutions, in Mumbai on Monday, January 5 — where he highlighted the role of MBFCs and HFCs
in facilitating credit flows.

Furthermaore, he stressed the need for strong underwriting standards, close monitoring of asset quality,
customer-centricity, ethical conduct, responsible lending and prompt grievance redressal to support the orderly
and sustainable growth of the sector.

The meeting was attended by representatives of institutions holding about 53% of NBFC sector assets and self-
regulatory organizations — Sa-Dhan, Micro Finance Institutions MNetwork and Finance Industry Development
Council.

The participants shared their feedback on policy and operational matters in the NBFC sector.
Also read: India's growth rate above 7%, scope for rate cut limited but rupee’s outlock better: Citi India

Deputy Governor T. Rabi Shankar, Swaminathan J, Poonam Gupta, Mationzal Housing Bank MD and CEQ S5C

mMurmu and other senior REI officials also attended.
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Mumbai, Jan 5 (SocialNews.XYZ) RBI Governor Sanjay Malhotra on Monday
underlined the need for sound underwriting standards and close monitoring of
asset quality by NBFCs.
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RBI Governor tells NBFC chiefs to
keep close watch on asset quality

Neel Shirodkar Jsnuary 5, 2026

X

Mumbai, Jan 5 (IANS) RBI Governor Sanjay Malhotra on Monday underlined the need
for sound underwriting standards and close monitoring of asset quality by NBFCs.

Al a meeting held here with the Managing Directors and CEOs of select non-banking
financial companies (NBFCs), including government NBFCs, housing finance
companies (HFCs). and microfinance institutions, the RBI Governor further
emphasised Lthe criticality of customer-centricity, ethical conduct, and responsible
lending.

He also highlighted the need for prompt grievance redressal of customers for
preserving confidence in the NBFC sector and supporting its orderly and
sustainable development.
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MUMBAI, JAN 5 : RBI Governor Sanjay Malhotra on Monday underlined the need for

sound underwriting standards and close monitoring of asset quality by NBFCs

At a meeting held here with the Managing Directors and CEOs of select non-banking
financial companies (NBFCs), including government NBFCs, housing finance companies
(HFCs), and microfinance institutions, the RBI Governor further emphasised the

criticality of customer-centricity, ethical conduct, and responsible lending.

He also highlighted the need for prompt grievance redressal of customers for preserving

confidence in the NBFC sector and supporting its orderly and sustainable development

Top Stories

& Login

US first lady documentary

'Melania’ receives mixed
views on opening

North Korea inaugurates

greenhouse farm in Sinuiju

ahead of key party
congress

Dalai Lama wins first

Grammy, says recognition

of shared universal
responsibility

Machado says transition
in Venezuela is

p 'unstoppable’

ADFACTORS PR

Reputation & Critical Issues Advisory



https://www.prokerala.com/news/articles/a1715135.html

powering
I l' | | ln'-«p\:\hih\c-
fi

MICHOFINANCE INDUSTRY NETWORK

Edition- Online

Publication : dailyworld.in

Date : 05-01-2026

Page No: NA

URL- https://dailyworld.in/national/rbi-governor-tells-nbfc-chiefs-to-keep-close-watch-on-asset-

quality-657218.html

Trending

Dailyworld

12% reruens

GUARANTEED LEASE

HOME ENTERTAINMENT NEWS ALERT INTERNATIONAL SPORTS NATIONAL BUSINESS REGIONAL

OPINION BLOG E-PAPER ~  ABOUTUS

Home / National / Business / Politics

RBI Governor Tells NBFC Chiefs To
Keep Close Watch On Asset Quality

——
Posted: January 05, 2026 f v B = 0@
Updated: 11:42 pm t ©
°
Dailyworld -

fv o

~18.9%C

-("A- Chandigarh

Monday, Feb

Latest News

February 02, 2026,
National

11:44 AM
From Fragile Five To Global
Front Runner; PM Modi's
Model Budget Charts

IndiaA® ...

February 02,
Entertainment /

2026, 11:42 AM
Mallika Prasad Says
Villains Are Shaped By

Society, Not Born Broken ...

February 02,
Entertainment /

2026,11:11 AM
Sharvari Says She Grew Up

Watching A¢A,~EceRani

ADFACTORS PR

Reputation & Critical Issues Advisory



https://dailyworld.in/national/rbi-governor-tells-nbfc-chiefs-to-keep-close-watch-on-asset-quality-657218.html
https://dailyworld.in/national/rbi-governor-tells-nbfc-chiefs-to-keep-close-watch-on-asset-quality-657218.html

powering
I l' ] ” lnupmhihm
fina

MICHOFINANCE INDUSTRY NETWORK

Publication : newkerala.com Edition- Online

Date : 05-01-2026 Page No: NA

URL- https://www.newkerala.com/news/a/rbi-governor-tells-nbfc-chiefs-keep-close-watch-163.htm

®
@newKeraIa.com Home World India Business Cricket Health Q

[News . Entertainment . Wallness

Home / News / Bank News

RBI Governor Urges NBFCs to Monitor Asset Quality, Ensure
Ethical Lending

RBI Governor Sanjay Malhotra met with chiefs of major NBFCs, HFCs, and microfinance institutions,
stressing the need for robust underwriting and vigilant asset quality monitoring. He underscored the
importance of customer-centricity, ethical conduct, and responsible lending practices for the sector's health.
The meeting, attended by top RBI deputies, also covered policy feedback and the sector's role in credit flow.
In a separate event, the newly constituted Payments Regulatory Board held its first meeting, reviewing
payment systems and the draft Payments Vision 2028.

# Key Points: RBI Governor Sanjay Malhotra's Directive to NBFCs on Asset Quality
& Sound underwriting standards needed

@ Close monitoring of asset quality

@& Emphasis on ethical conduct and customer-centricity

@& Prompt grievance redressal for confidence
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During the discussion, participants shared feedback on policy issues and
operational matters relating to the NBFC sector.
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RBI Governor highlights the important role of NBFCs and HFCs in

facilitating credit flow

Posted On: 2026-01-06 | Posted By: Capital Market W

Mumbai, Jan. 6 -- The Reserve Bank of India Governor Sanjay Malhotra yesterday held a meeting in Mumbal with the
Managing Directors and Chief Executive Officers (MDs & CEOs) of select Non-Banking Financial Companies (NBFCs),

including Government NBFCs, Housing Finance Companies (HFCs) and Microfinance Institutions. The participating

entities together account for about 53 per cent of NBFC sector assets. Industry participation included the

representatives of Self-Regulatory Organisations, Sa-Dhan, the Micro Finance Institutions Network and the Finance
Industry Development Council. The meeting was also attended by Deputy Governors apart from other senior officers

of the Reserve Bank.
The RBI Governor highlighted the important role of NBFCs ...

Click here to read full article from source

To read the full article or to get the complete feed from this publication, please Contact Us.
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RBI Governor Engages With Nbfcs, Hfcs
Payments Regulatory Board Holds First
Meeting

D? te_-., o Share on Facebook Tweet on Twitter {9
2026-01-06 040735

(MENAFN- KNN India) Mumbai, Jan 6 (KNN) As part of the Reserve Bank of India's
ongoing engagement with regulated entities, RBI Governor Sanjay Malhotra on
Monday met Managing Directors and Chief Executive Officers of select Non-Banking
Financial Companies (NBFCs), including government-owned NBFCs, Housing
Finance Companies (HFCs) and Microfinance Institutions in Mumbai.

The meeting, the first such interaction since February 13, 2025, covered entities

accounting for about 53 per cent of total NBFC sector assets.

Industry representation included Self-Regulatory COrganisations 5a-Dhan, the

Microfinance Institutions Network and the Finance Industry Development Council.

The interaction was attended by Deputy Governors T. Rabi Sankar, Swaminathan J.,
Poonam Gupta and 5.C. Murmu, the Managing Director and CEO of the National

Housing Bank, and other senior RBI officials.
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RBI asks NBFCs, HFCs to improve standards — News Air
Insight
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MUMBAI: Res
and housing finance companies (HFCs) to strengthen underwriting standards and uphold customer-centric practices to

ensure sustainable growth and confidence in the seclor. Governor conveyed this message at meeting with managing
irectors and chief executive officers of select NBFCs, HFCs and microfinance institutions in Mumbai. The meeting, the
i ebruary 2025, included government-owned NBFCs and institutions that

= Q.

rst such interaction with NBFCs

together account for about 53% of the sector’s ets. Indusiry bodies such as Sa-Dhan, the Micro Finance Institutions

Network and the Finance Industry Development Council were also represented.
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Centre weighs mega microfinance credit guarantee scheme for
NBFCs in upcoming budget
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NEW DELHI

he finance ministry is
weighing a plan to guar-
antee bank borrowings
by non-bank lenders to
help them ramp up their

Centre weighs loan
guarantee for MFlIs

Scheme to cover banks’ lending risk, support microfinance

1STOCKPHOTO

microfinance operations, two peo-
ple familiar with the development
said.

The Union budget is likely to
announce the one-time credit guar-
antee scheme, likely to be managed
by the state-run National Credit
Guarantee Trustee Co. It will cover
and underwrite the lending risk due
to factors outside the control of
small borrowers.

The guarantee is expected to help
non-banking financial company-
microfinance institutions (NBFC-
MFIs) borrow on easier terms, sur-
vive a liquidity crunch, and coi
tinue lending to millions of lo
income households that lack access
to traditional bank-
ing. The develop-
ment assumes signif-
icance for India's
13.34 trillion micro-
finance loan portfolio, which has
been shrinking steadily.

“The proposed credit guarantee

o
BEFORM 1104

SCHEME managed by . THIS can help NBFC-
: MFls borrow easier,
survive liquidity hits

National Credit :
Guarantee Trustee Co

scheme that has been under discus-
sion in the government for some
time now is being weighed for

- INDIA'S ¥3.34 trillion
: microfinance loan
* portfolio is shrinking

under examinationis far larger than
the 17,500 crore cover that was

launch when budget

proposals  for
2026-27 are | ingnottobeidentified.
ed  next Indiai 1

ffered during the covid 1
but the quantum is still to be final-
ized,” the second person said, ask-

1 the credit guar-

month,” one of the

two people said, requesting ano-
nymity.

“The one-time guarantee cover

antee scheme for MFlsin 2021, pro-
viding 75% guarantee on funding

TURN TO PAGE 6

FROM PAGE 1

extended by member-lending
institutions to NBFC-MFIsand
MFIs for onward lending to
smallborrowers. That scheme
was valid till 31 March 2022, or
till guarantees for an amount
0f37,500 crore were issued.

The government will takea
final call on several budget
proposals closer to the presen-
tation date of 1 February.

MFIs help in formalizing
credit to low-income house-
holds and aid in the financial
inclusion of people who other-
wise approach informal,
unregulated and exploitative
creditsources. Credit guaran-
tees lower the financing risk
forbanks and financial institu-
tions and allow them to take
larger exposure to MFIs.

The guarantor needs to pay
only in case of a default by the
borrower. The move is signifi-
cant given that banks limit
funding to MFIs due to the
inherent risks these institutions
face while lending to small bor-

P

rowerswithlimited means. The
risk also puts a higher cost on
MFI borrowings from banks,
whilealso limiting fund flowsto
the sector.

Queries emailed to the
finance ministry spokesperson
on Friday remained unan-
swered.

Minister of state for finance
Pankaj Chaudhary told Parlia-
mentin August that the share
ofmicrofinance loans that are
one to six months overdue
rose to 6.2% in March 2025

from4.3% in September 2024
The trend was similar for
banks, with overdue microfi-
nance loans increasing to
about 6.5% from less than 5%
over the same period.

Small Industries Develop-
ment Bank of Indiaattributed
therise in microfinance delin-
quencies to an increase in
indebtednessamong borrow-
ersoroverleveraging and nat-
ural calamities, the minister
said then.

Meanwhile, microlending

has been shrinking. The sec-
tor'sgross loan portfolio fell to
33.34trillion on 30 November
2025 from 33.75 trillion on 31
March 2025 and from 4.3 tril-
lion on 31 March 2024, accord-
ingtodata from Microfinance
Industry Network (MFIN), the
self-regulator for NBFC-MFIs
that account for about 40% of
outstanding MFI loans.

“This is a fall of almost 1
trillion over the last 20
months,” said Alok Misra,
chief executive officer and
director of MFIN, citing credit
bureau figures.

The Reserve Bank of India
(RBI) has mandated that the
monthly loan obligations of
borrowers cannot exceed half
of their monthly income, in
order to prevent over indebt-
edness.

“NBFC-MFIs are non-de-
posit taking NBFCs and
depend on wholesale lending
from banks for on-lending to
microfinance borrowers,”
Misra of MFIN said.

The debt funding received

Centre weighs credit guarantee scheme for microfinance firms

by these entities has fallen 54%
013,840 crore in the fourth
quarter of FY25 from 330,018
crore in the fourth quarter of
FY24.Inthe September quar-
ter of FY26, the funding
received was 318,993 crore,
which is still very low, added
Misra.

“Thisreduction in liquidity
availability has

ledtoafallin dis- MFIs help in eligible MFIsthat
bursements to formalizing credit are currently fac-
microfinance to low-income ing a liquidity
borrowers and crunch,  said
therefore the ho-usehd-ds anq Khard.
Ra aidinthe financial ™

decline in the inclusion of A govern-
grossloan portfo- ment-backed
lio. Most microfi- people guarantee acts as

nance loans are
income-generat-
ing loans and borrowers use
these loans as working capital
to manage and expand their
micro-enterprises. Disrup-
tionsin flow of credit impacts
their livelihoods,” added
Misra.

The lending ability of
NBFC-MFIs that play an
essential role in providing

small-ticket loans to low-in-
come households and under-
served regions depends heav-
ily on funding from banks and
financial institutions, which
often hesitate due to perceived
credit risk, said Avinash
Khard, partner at law firm DSK
Legal. A credit guarantee
scheme will enhance the cred-

itworthiness of

a safety net for
lenders. Ifan MFI
defaults, the government cov-
ers a portion of the loss. This
reduces risk for banks and
encourages them to provide
more funds to MFIs,” said
Khard, pointing to the success
of the covid-era scheme.
gireesh.p@livemint.com
For an extended version of
this story, go tolivemint.com
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NBFCs to see healthy growth in Q3FY26
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NBFCs to see healthy growth in Q3FY26

Improved performance on the back of festive demand and falling cost of funds.

Written by FE Bureau

Seare o0 = - n -
R
January 6, 2026 20:00 IST Seurce on = @ a

D

Passenger vehicle (PV) retail sales jumped 26.64% year-on-year (YoY) to 3,79.671 units in
December 2025, up from 299,799 units in December 2024.

All thanks to GST reforms and an uptick in festive demand, non-banking finance
companies (NBFCs) are expected to report healthy growth in the quarter ended
December 2025 (Q3 FY26). “Higher demand for loans growth will show improved

earnings growth," said analysts.
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Microfin woes keep taking
a toll on group insurance

NARAYANANY
Chennai, Janvary 7

AFTER PUSHING OVER 50 mil-
lion livesout of cover in the pre-
vious fiscal, group insurance is
ing towardsanotheryearof
contraction. Top private life
insurers continue to report a
sharpdeclinein lives coveredas
slower microfinance disbursals
hitgroup credit life policies.
According to latest public
disclosures, the number of lives
covered by the top four private
life insurers fell 36% year-on-
yearto 49 million inthefirst half
of FY26.This decline comes on
topofa28%fallin the previous
year, when lives covered
by a record 50 million
to 128 million. The contraction
in coverage in group businessis
closely linked to a slump in

mmmﬂdﬁm e

life cover is typically bundlcd
with loans.

Sarvesh Kumar Mishra, chief
third party distribution officer
at Generali Central Life Insur-
ance, said while the broader
group business of life insurers
hasnot been fullyimpacted,the
microfinance-linked segment
— largely credit life policies —
hasseenaslowdown.

"'mchmmlly itis: aﬂskyplaa-
to be.

SHRINKING COVERAGE

No of lives covered under group insurance

(in milfion)
= HIFY25
w HIFY26

Bajaj L

HDFC Li

Saurce: Company pubic disclosures

B Number of lives covered |
by top four private life
insurers fell 36% YoY to 49
mn in the first half of FY26

Icaci 22
Prudential Lif
43 Lif 3
Insuranc 7
f
fel
Insurance) 22

25

@ e pe (B¢

B Once the sector is more
regularised, it will make

more sense for insurers to
participate, an expert says

sition does not suit insurers in
the current situation. Once the
sectorismoreregularised, itwill
makemoresensefor insurersto
participate,” Mishra said. “My
outlook is that this will remain
the case for some time as there
is significant volatility in the
segmom,;ndldcnotsceanear—
term improvement.”

The decline in group insur-
ance coverage comes at a time
when the m:croﬁnancc indus-

mxunmmsmall,sothepropo—

despm: some improvement in

a year earlier. The number of
loanaccounts fellto117 million
from 146 million in September
2024, as lenders imposed sev-
eral guardrails, including limits
on the number of lenders per
borrower and caps on exposure
toprevent overleveraging.
Among top private insurers,
ICICI Prudential Life reported
thesteepestdeclineinthenum-
ber of lives covered under its
group business. The insurer’s
lives covered fell 60% to 9 mil-
lioninthefirsthalf of FY26 from
22 million a year earlier.“The
credit life business growth has
been impacted primarilydueto
theslowdown inthe MFlindus-
try. With reforms being under-
taken to spur business growth,
we expect credit lifebusiness to
gradually recover,” Dhiren
Salian, CFO of ICICI Prudential
Life Insurance, said during the

‘work(MFIN),the mduscry s sdf
rcguhtury body, over five mil-
micro-borrowers havebeen
pushcd outof formal financeas
aprolonged funding squeeze in
the sector led to a sixth consec-
utive quarterly contraction in
the microfinance portfolio in
September2025.
Thesector’soverall portfolio
declined 16.8%year-on-yearto
¥3.40 lakh crore as of Septem-
ber2025,from ¥4.08 lakhcrore

s second-quarter
ings call.

HDEC Life saw the number
of lives covered under group
insurance decline 13% to 22
million in the first half, while
Bajaj Life covered 7 million lives
compared with 8 million in the
same period last year. SBI Life
Insurance, the country’s largest
private life insurer, bucked the
trend, reporting a 9% increase
ingroup insurance coversto 11
million in the first half of the
current fiscal.
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Financial Services MD

By Piyush Shukla

Updated - January 08, 2026 at 09:33 PM.
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The promoters will not sell shares in the proposed IPQ, but legacy investors could seek an exit

Will file DRHP for 1,500 crore IPO by March, says Arohan

the MFI sector and shares business guidance.

Arohan Financial Services MD Manoj Nambiar

Aavishkaar Group-backed micro-finance institution (MFI) Arohan Financial Services is “hoping” to file DRHP with the Sebi for
31,500 crore initial public offering (IPO) by early March, MD Manoj Nambiar told businesslinein an interaction. The promoters will
not sell shares in the proposed IPO, but legacy investors could seek an exit. Nambiar also talks about the evolving developments in
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Small, mid-sized NBFC-MFIs hope for credit guarantee in Union
Budget
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—
K Ram Kumar
Mumbai

With just 20 days to go for
the Union Budget, small and
mid-sized NBFC-MFIs
(non-banking finance com-
pany-microfinance institu-
tions) are hoping that a
credit guarantee scheme,
mooted by industry bodies
last year for getting banks to
re-open the credit tap for
them, will become reality.

In August 2025, Sa-Dhan
and MFIN, the Self-Regulat-
ory Organisations (SROs) in
the MFI sector, had made a
pitch to the government, re-
questing it to put in place a
320,000 crore credit guaran-
tee scheme. However, there
has been no word so far from
the authorities in this regard.

The aforementioned pro-
posal was mooted as banks
had turned circumspect in
lending to small and mid-
sized NBFC-MFTIs in the last
couple of years due to mul-
tiple factors, including asset
quality concerns, liquidity
crunch, operational chal-
lenges, declining disburse-
ments and lower client re-

La-=

tention. Due to the delay in
setting up the credit guaran-
tee scheme, small and me-
dium-sized MFIs are strug-
gling as they are not able to
access funds so easily, noted
Jiji Mammen, Executive Dir-
ector & CEO, Sa-Dhan.

“Disbursements from
banks to these entities have
either stopped or is very lim-
ited. Whatever recovery
these MFIs make, only that
can be recycled for giving
fresh loans and repaying the
loans taken from banks. So,
ultimately, not much lending
is happening. That’s the
reason the overall MFI loan
portfolio has come down.
But, now slowly a small re-
versal is happening,” Mam-
men said.

Small, mid-sized NBFC-MFIs hope
for credit guarantee in Union Budget

He underscored that the
larger NBFC-MFTs have star-
ted becoming active as rais-
ing capital and getting bank
loansisn’t an issue for them.

The top 15-20 NBFC-
MFIs account for about 85
per cent of the portfolio of
NBFC-MFIs.

The outstanding loan
portfolio of the microfinance
industry (NBFC-MFIs 94,
banks17, small finance banks
10, NBFCs 99, and others 65)
shrunk by 15.5 per cent year-
on-year to X3,41,947 crore as
at September-end 2025, per
Sa-Dhan’s  quarterly —mi-
crofinance report.
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Sweeping changes in the offing

Mint Road as well as North Block may move o finetune

regulations for Viksit Bharat 2017 reports Raghu Mohan _

‘THEREGULATORY TOPOGRAPHY
ThL setting un ur the Regulalory Review Cell

C)by. ud to be hot its
lkpnr\mtnlol chulaunn 4cmum
October 1, 2025) was a critical step. Its man-
date:To ensure regulations are subject toa
comprehensive and systematic internal
review every 57 years. In effect, the RRC
built on the Regulatory Review Author-
ity (RRA 2.0). The latter drew from the
best practices of global muml banks.

Be it on consultation before
formulation, feed b5 n_l:uv
lated entities (REs), structured
meetings with banks’ comer
room occupantsand senior
compliance officials, key stake-
holders and trade bodies.

Over 400 circulars were withdrawn. It
was the “open-door policy” of the Reserve
Bankof India (RBI)to foster a better engage-
ment of REs with it. RRA 2.0 was a follow-
through on YV Reddy's decision as deputy
RBIgovernor toset up s first edition in
1999 (he was later appointed governor in
September 2003and served in the position
for five years).

‘The polestar for Reddy may well have
been the 96th Report of the Law Commis-
sion of India (1984): "Every legislature is.
expected to undertake what may be called
the periodical spring-cleaning of the corpus
of its Statute Law, in order that dead
wood may be removed, and
citizens may be spared of the
inconvenience of taking
notice of laws which have
ceased to bear any relevance
tocurrent conditions.”

‘The forward movement
‘with RRCalso puts the spot-
lightonakey initiative
flagged in the Union Budget
FY24 by Finance Minister Nir-
‘mala Sitharaman. She had held forth
onthe need for better governance and
investor protection in the banking sector.
And, the FM proposed amendmentstothe
RBIAct, 1934; the Banking Regulation Act,
1949; and the Banking Companics (Acquisi-
tion and Transfer of Undertakings) Act, 1970.
Itwasfelt that these issues would gather
momentum after anew government
wasswom in post the general elections
inJune2024.

Now, with the increased interconnected-
ness in the financial markets, it is specu-
lated that the regulatory reviews may see
participation from the Securities and
Exchange Board of India (Sebi), the Insur-
ance Regulatory and Development Author-
ity (Irdai), and Pension nmd Reg;ulamry

sure between banks
and other financial and non-
financial group entities, and the need

and I
Itisalso possible that wmc of the

for y mechan-

ILLUSTRATION: AUAYA KUMAR MONANTY

Banking on reforms

® With the increased

# Affordable housing may get a look-in

Legislarive Reforms Commission (SLRC),
which submitted its report in 2013, may be
back in play.

‘The FSLRCwassetup by the Centre on

'WHAT TO EXPECT: MORE PREMIUM
ON IANCE

March24, 2011, to review and rewrite the qungnmnrdx.hlemnn s0
the Indian alook-in the
ﬁnanclal sector. [twas for the creation of a Unlqn  Budget (and later rom Mint Road)as
andto -seript. Aunit s classified as

markets, itis speculated that the
regulatory reviews may see
participation from Sebi, Irdai,
and PFROA

= 1n October 2023, Mint Road said that
private banks needed to have at least
two whole-time directors, including
the MD and CEO. This was i the light

(and later from Mint
Road) as t s going off-script. Aunitis
dlassified as “affordable” when priced
at 345 lakh or less.

® It has variables to it -in the metros, it
15345 lakh o less with the carpet area
capped at 60 square metres; in the
non-metros, this is at 90 square
metres under goverment schemes

mexg,eauuadmg regu.l.’mon aunified “nﬂold:\ble T45lakh or less: of the growing complexity in banking # MFis feel there h;,s m,‘ an

how it i itisT4s #The WG had ber 20,2020, inthe way they go
regulators view Al suggestions nowthat  lakhor less with the carpet at o rlarge corp: Dokt skt Thev have
moretha RC . this s and i the
made its views public. at90 square metres under government of banks number of lenders toa dvem tomree

WHAT TO EXPECT: HEAVY-DUTY
ACTION ON REGULATORY TURF

Schemés. Accordingtoareprtby Knight

Frank India (in association with the

N'monﬂl Real l'.s(;\(e D?velupment Coun-
h ly-10- d ratio for afford-

® Large NBFCs with an asset size of
250,000 crore and above, indluding
those owned by corporate houses,
may be considered for conversion
into banks

and capping loans (unsecured
included) to  client to 2 lakh

# As a result, overleverage and lending
concerns have been corrected o a great
extentand are nolonger a major issue

In October 2023, Mint i p eight cities
o whole- o. (until J
naging down from 1.05 in 2019,

director and chief. . This cant in

asin the light of the srowing Launchesare now barelya

complexity in banking. .. ird of sal

wherein banks opt to give more of the

60 per cent over the earlier requirement of

‘becomes imperative to ciab AREPORTBY deepening imbalance that higher-ticket loansto quickly meet their 75 per cent. This helped them improve loan
lishan effectiveseniorman-  KNIGHT FRANK i PSL v diversity, ther credit
agement i INDIA Y- i itbuyer  less probabili fault) with HFCs taking  risk profile. But the worst may ot be over.
i TO-DEMAND RATI choice. on loans. begin—
lenges,” the RBI had held. FOR DABLE 50 lakh stood inki hen poli i row fiscal
deal with succession  HOUSING ACROSS at17 per cent i isi

vinds
frctblcs Ml‘ls fear its impact on u-cdn dis-

planning. But the develop- THE TOP 8 CITIES from 52.4 per cent in 2018. weighting across regulated entities’ and

ments atIndusind Bankand ~ PLUMMETED and non- whether banks can nan cipline. They

Karnataka Bank, which saw 036IN2025(UNTIL  banking i land- waivers with the RBI and North Block,
their respective bosses and JUNE),DOWNFROM  (NBECs) can finance real- Assam, Kerala, Tamil Nadu and West Bengal

key personnel move on .05 IN 2019 estate projects, the same for are set

double-quick, show that bank buying land is a no-go area for instituti t i b

governance may warrant banks (not so for NBFCs). This tspot: The sixth consecu- meaning Karnataka Micro

closer attention. Basically, it was a more i s 1 S

i i as. mcy dep n mos ir portfolioto WHILE BANKS AND tion of Coercive Actions) Ordi-

by former i I)xs i it u3 sof Septer INBFCs CAN FINANCE nance (2025) affected

with the boards of state-run and priva
Daitathresyetizagn It ad ik WD BV
eernance, ethics, role nl the boards and

norms:to the capital markets, commod-
ities and re:
Mint Ithas

2025 from 1.6 trillion in
March 2024 led to about a

REAL-ESTATE PROJECTS, collections. The ordinance
THESAMEFORBUYING  excluded RBI-regulated
LAND IS A NO-GO AREA entities in the microfinance

supervisory expectations. evised i oftheambit ~ FOR BANKS (NOT SO — bethey MFIsor
dovertiagee Wb e spotlight Al banks’ priority sector lending (PSL). Inthe  of these entities, accordingto  FOR NBFCS). THIS IS banks — but confusion held
smillionandabove),  datafrom Microfinance Insti-  BECAUSE RBI TREATS within the state administra-
new banklicences. More specifically, the the loan limit has been hiked t0 250 lakh tutions Network. MFls feel BANKS' Y i
stance of the RBI's Internal from €35 lakh of 263 ASTHEYAREDEPOSIT-  itsscope. The Tamil Nadu
(IWG)to " lakh. For populatior t y they g TAKING ENTITIES Money Lending Entities (Pre-
* Indian pr- 5 thelimit  theirbusiness. They have e vention of Coercive Actions)
" Th 5lakh 35 maximum prop-  adopted measures such as Bill (2025) 10 protect vulner-
November 20, 2020, madea case for large erty cost of €57 lakh. limiting; 0
corporate and industrial houses as pro- Soe il i ls Easlakh (€2 1akh). witha hreeand money-
moters of banks. And, to22lakh. lections. Matters could Imprm‘eifMlm Road
financia Asaresult, oy lending ot-for-
size 0f €50,000 crore and above, including  increase in inflation. profitentiti
h But the heavy for atrord- xtent nolongera ma}orlssue accessto credit information companies (CIC).
nsidered ion into banks. i i us-  CareEdge y sigs rove-  Underthe CIC (Regulation) Act (2005), only
Mint Road. 10fIWG's Shmoreso mentarevisible,

31 recommendations. had said: “The
remaining recommendzrlonszre under

forlower-ticket loans. Industry sources are
ofthe view that the risk welghting on such

G
forming levels declined o 7 per centin
September 2025, down by 100 basis points

bureaus — that is sharing data with and
accessing it fromthem.

Novem-  loans may Currently, NBFCs  from March 2025, aided by write-offs and ‘Whattoexpect: A credit guarantee scheme
ber26,2021. Tth was read by privatet bank  maintain for P for 20
the is3spercentforbanksand g FY27. Mint

looks unlikely: the IWG itselfhad referred to

HFCs (which are a variant of NBECS). So,
while the RBI has upped the cap on PSL-eli-
: ; e P8l

3 in the Unior forFy27.
InJunelastyear, Mint Road breather:

as cutto,
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Deep Dive: Microfinance Sector
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Bank, nbfc expectation from Budget
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Lenders seek structural fixes to
deposit stress, MSME credit gaps from
Union Budget

As Finance Minister Nirmala Sitharaman prepares to present the Union Budget
2026-27, India's banking and NBFC sectors are calling for structural reforms.

Written by Kshipra Petkar

Updated:January 18, 2026 18:49 IST

Business News Business Banking Finance Lenders Seek Structural Fixes To Deposit Stress, MSME Credit Gaps From Union Budg

ADFACTORS PR

Reputation & Critica

Issues Advisory



https://www.financialexpress.com/business/banking-finance/lenders-seek-structural-fixes-to-deposit-stress-msme-credit-gaps-from-union-budge/4111631/
https://www.financialexpress.com/business/banking-finance/lenders-seek-structural-fixes-to-deposit-stress-msme-credit-gaps-from-union-budge/4111631/

Lenders seek structural fixes to deposit stress, MSME credit gaps
from Union Budget
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Lenders seek policy boost
as funding costs increase

KSHIPRA PETKAR
Mumbai, January 19

AS THE UNION Budget

GREAT EXPECTATIONS

mDeposit growth
lags credit, raisi

ing financial company
) leaders are calli
structural policy support to
addeess mounting pressureon
deposits, rising funding costs

even as credit demand in the
economy Temains strong.
Fi Minister Nirmala

Union Budget for 2026-27 on
February 1.

For banks, the immediate
challenge lies on the liability
side.Deposit growth haslagged
credit expansion, pushing up
deposit rates and squeezing
masgins“Thebankingindastry

rates and
squeezing margins

mSeek tax

incentives & new

deposit products
mAsk for tax
deduction on
incremental
term deposits
astructural
measures for
NBFCs' lending
to MSMEs

term deposits or_ deposit
rollovers, exemption of tax
deducted at source (TDS) on

incentives for investment in
digitalinfrastructure and data
security would help banks

confidence.

k T
NIM (netinterest margin)of the
banks,‘Alok Singh, head af trea-
suryal CSB Bank,said.

Singh added tha the Bud-
et must acknowledge the
structusal shift of household
savings to other financial
avenuesand respond with L
i A

“An assessment of these
changes, where the core
deposits of banks are getting

eedsto

waiverof individual

borrowers. The bank has also
soughtalong-term repofacility

on_deposits and margins,
NBFCs lending to MSMEs are

demands s the creation of a
dedicated NBFC-MSME ot
NBEC-priority sector lending
(PS1) categary, along with
accesstocheaperand more pre-
dictable refinance funding,
‘potentiallythrough SIDBLNath
said such a refinance window
would be a crilical stabiliser
i tre

foralllenders o
stengthen
recoverymecha
nisms. AU
sent, lenders

MSMEs ~ con-
tdbute  over
30% to GDF
and still face a
significant and

such as banks, | RUN-UPTOTHE ' enduring credit

el BUDGET e

beundertaken, and suitabletax
incentives, along with new
product lines to incentivise
deposit holders,are required”
hementioned.

Salee S Nair, MD & CEO of
Tamilnad Mercantile Bank,

“MSME-focused NBFCs are
structurally dependenton mar
ket borrowings and therefore
face funding pressures during
Tiquiditytightening,evenwhen
their underlying portolios
temain healthy? e said “Awell-
designed refinance facility

“The expec- would provide predictable,

tion companics 2026-27 tationisthatthe  lower-cost and longer-tenor

invoke the Budget will go  funding, allowing NBECs to

SARFAESIAct, 2002 forloansof  beyond short-term stimulus ~ continue lending through eco-

< Llakh and above, while NBFCs  and focus on lowesing the cost  nomiceycles? Nathadded,not
are subject to a much higher  of capital, i 2 that MSME

thresholdof ¢501akh. liquidity,andenablingeficient  driven by cash-flow mis-

it sal cshar- sk par- i

ticularly fot institutions that  ness viability. Such support

flowbank Fsatdielastmile? pply

long win

o these fmdsinto productive
credit, “The Fudget can playa
eaningful role by encourag-
ing long-term household sav-
ings and ensuring amore effi
cient Lransmission of these
funds into productive credit,

T
“without compromisingunder-
writingstandards’.

ers are also seeking
policy backing for technology
adoplion in banking. “The
Budget should provide clear

i Nath, founder
and managing director of
UGROCapital.

He believes India's digital
‘public infrastructure and co-
lending hel

chains and local economic
a hesai

NEFC-mictofinance nstitu-
tions (MFis) are also closely
tracking Budget proposals,

away from

cash flow, behaviour and sec

itical support
measure amid tight liquidity
conditions.

particularly for MSMEs and
"hesaid.

apti

of digital and Al-led solutions
aking,with

tor aligned  un 1

Among

fraud preven

SR Bank are tax
deductions on incremental

" Nair said,adding that

asset quality.
Among the industry’s key

bt
Newwork has proposed a
£20,000-crarecreditguarntee
scheme for MFTs.
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AUM Of MFIs 16% Down
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AUM Of MFIs 16% Down

Loan amount of Rs 22,805 Cr was disbursed in Q1 FY 25-26 through 41.5 Lk accounts, including disbursement of
Owned as well as Managed portfolio. This is 23.6% lower than the amount disbursed in Q1 FY 24-25.

Micro-credit loan outstanding across lenders
30 June 2025

FinTech BizNews Service

Mumbai, September 6, 2025: Micro Finance Industry Network (MFIN)
releases the 54th edition of Micrometer for 01 FY25-26 based on
the industry position as on June 30, 2025.

Micro Finance Industry Network (MFIN) is an industry association of
Banks, NBFC-MFls,

SFBs and NBFCs providing microfinance and an RBl-recognized self-
regulatory

organization.
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OPNION

Microfinance: Where Small Loans Spark Big Change For
Women In Rural India
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clarity and policy support
As the Union Budget approaches, the microfinance sector is seeking
households.
Highlighting key priorities, Dr Alok Misra, CEQ & Director, Microfinance
nearly 30 crore low income people needs policy support in the form of

credit reporting.”

Income Tax Budget 2026 Expectations Live: Microfinance seeks KYC

targeted policy interventions to protect financial inclusion for low-income

Industry Metwork (MFIN], says, “The microfinance sector touching lives of

robust KYC framework for accurate borrower verification and responsible
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Budget 2026 News LIVE: ‘Microfinance sector needs policy
support’

Dr Alok Misra, CEQ & Director of Microfinance Industry Network (MEIN)
feels the sector needs policy support.

Moting that the microfinance sector reaches nearly 30 crore, low-income

individuals, he expects:
* Policy support in the form of robust KYC framework for accurate
borrower verification and responsible credit reporting.

= In light of SC judgement restricting Aadhar use, address issue through

solutions such as Aadhaar Iast—four—digit storage or tokenisation.

* Requiring policy support for availability of stable funding mechanism.

High dependence of NBFC-MFIs an bank funding leads to sudden

drying up of funds and affects financial inclusion, like seen for last one

year. This has resulted in nearly 50 lakh clients going out of formal
finance fold.

* At a macro level, hopeful for an early announcement on the proposed

credit guarantee scheme for microfinance, which will further

strengthen lender confidence and start a virtuous cycle for the sector.

ADFACTORS P

Reputation & Critical Issues Advisory



https://www.livemint.com/budget/expectations/budget-2026-expectations-live-updates-income-tax-changes-latest-news-23-january-2026-growth-gdp-nirmala-sitharaman-modi-11769139367389.html
https://www.livemint.com/budget/expectations/budget-2026-expectations-live-updates-income-tax-changes-latest-news-23-january-2026-growth-gdp-nirmala-sitharaman-modi-11769139367389.html
https://www.livemint.com/budget/expectations/budget-2026-expectations-live-updates-income-tax-changes-latest-news-23-january-2026-growth-gdp-nirmala-sitharaman-modi-11769139367389.html

.

MICHOFINANCE INDUSTRY NETWORK

powering
I l' ] ” lnmpmhime!
finance
B

Publication : NDTV Profit Edition- Online

Date : 27-01-2026 Page No: NA

URL- https://www.ndtvprofit.com/economy/union-budget-2026-expectations-live-updates-income-

tax-changes-news-fm-nirmala-sitharaman-january-22-10890311

Jan 27, 2026 09:08 (I5T) [} ¥ Share

Budget 2026 Expectations Live: Stronger KYC, Stable Funding Key For Microfinance, Expects MFIN

Alok Misra, CEO & Directer, Microfinance Industry Network (MFIN) says, "The microfinance sector, which touches nearly 30 crore low-
income people, needs policy support through a robust KYC framework for accurate borrower verification and responsible credit reporting. In
light of the Supreme Court judgement restricting Aadhaar use, solutions such as last-four-digit storage or tokenisation need to be enabled.”
He also expects "steps to ensure more stable funding mechanisms, as excessive dependence of NBFC-MFIs on bank funding has lad to
stress and nearly 50 lakh clients exiting formal finance over the past year. Misra adds that improving credit discipline and an early
announcement on the proposed credit guarantee scheme could restore lender confidence and support financial inclusion.”
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Budget 2026 Expectations LIVE: Microfinance Sector Seeks
Stronger KYC, Responsible Credit Reporting

“In light of 5C judgement restricting Aadhar use, the issue needs to be addressed through solutions
such as Aadhaar last-four-digit storage or tokenisation. The other area requiring policy support is
availability of stable funding mechanism. High dependence of NBFC-MFIs on bank funding leads to
sudden drying up of funds and affects financial inclusion, like seen for last one year. This has resulted in
nearly 50 lakh clients going out of formal finance fold. Other than that, at a macro level, the sector has
shown tangible improvement in credit discipline, with Portfolio at Risk (1-20 days) for RBI regulated
entities declining from 5.3% in Dec 2024 to 2.4% by end December 2025 and nearly 96% of borrowers
are within prescribed MFIN guardrails,” said Dr Alok Misra, CEO & Director, Microfinance Industry
Metwork (MFIN).
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Microfinance Sector Calls for Robust KYC, Stable Funding to
Boost Financial Inclusion

(D January 23, 2026 & Mansi Praharaj @ technology 0

By: Dr Alok Misra, CEQ & Director, Microfinance Industry Network

“The microfinance sector touching lives of mearly 30 crore fow income people needs policy support in the form of robust KYC framework for occurote borrower
verification ond responsible credit reporting. in light of 5C judgzement restricting Aodhor wre, the iszue needs fo be edaressed through solutions such of Aodhoor los-
Jour-gigit storgge or tokenisation. The other areg requiring policy support is avoilebiliye of stoble funding mechanism. High dependence of NBFC-MFAs on bonk funding
leods to sudden drying wp of funds ond gffects finencial inclusion, like seen for fast one pear. This hos resulted in nearly 50 lakh clients going out of formal finance fold.

Other thon that, ot 0 macro level, the sector hos shown tangible improvement in credit discipline, with Portfolio ot Risk (1-90 days) for B regw/oted entities declining
Jrom 5.3% in Dec 2024 to 24% by end December 2025 ond neorly 55% of borrowers gre within prescribed MAN seordroils. We remain hopeful for aon eariy
announcement on the proposed credit guorontes scheme for microfinance, which will further strensthen lender confidence and start o virtuows gcle for the sector”
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Pre-budget expectations quote by Dr Alok Misra, CEO & Director,
Microfinance Industry Network (MFIN)
O PNI Admin 7 days ago

“The microfinance sector touching lives of nearly 30 crore low income people needs policy support in the form of
robust KYC framework for accurate borrower verification and responsible credit reporting. In light of SC
judgement restricting Aadhar use, the issue needs to be addressed through solutions such as Aadhaar last-four-
digit storage or tokenisation. The other area requiring policy support is availability of stable funding mechanism.
High dependence of NBFC-MFIs on bank funding leads to sudden drving up of funds and affects financial

inclusion, like seen for last one vear. This has resulted in nearly 50 lakh clients going out of formal finance fold.

Other than that, at a macro level, the sector has shown tangible improvement in credit discipline, with Portfolio at
Risk (1—go0 days) for RBI regulated entities declining from 5.3% in Dec 2024 to 2.4% by end December 2025 and
nearly 96% of borrowers are within prescribed MFIN guardrails. We remain hopeful for an early announcement
on the proposed credit guarantee scheme for microfinance, which will further strengthen lender confidence and

start a virtuous cycle for the sector.”
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@ INDIA PIONEER

ﬂ HOME INDIA BUSINESS LIFESTYLE TECHNOLOGY TRENDING EDUC,

Union Budget 2026-27 Pre-Budget Expectations: Microfinance
Stability, Food Processing Growth, Creative Skilling, Consumer
Durables, and Healthcare Reforms in Focus

Wednesday, January 28, 2026 9:57 pm & India Picneer Team

The Union Budget 2026-27, set to be presented by Finance Minister Nirmala Sitharaman
on February 1, 2026, arrives at a pivetal moment for India's economy. As the nation
advances toward its Viksit Bharat vision, industry leaders from diverse sectors are
sharing their pre-budget expectations, highlighting key policy interventions needed to
drive inclusive growth, financial inclusion, manufacturing, skilling, healthcare, and
consumer demand.

These insights from experts underscore priorities like robust regulatory frameworks,
stable funding, incentives for innovation, and targeted support for emerging and
traditional sectors. Below are curated pre-budget expectations from prominent voices
across microfinance, food processing, education and skilling, consumer durables, and
healthcare.

Microfinance Sector Seeks Policy Boost for Financial Inclusion
The microfinance industry, serving nearly 30 crore low-income individuals, has shown
signs of recovery with improved credit discipline. Portfolio at Risk (1-90 days) for RBI-
regulated entities dropped from 5.3% In December 2024 to 2.4% by December 2025, with
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Dr Alok Misra, CEO & Director, Microfinance Industry Network (MFIN) -

“The microfinance sector touching lives of nearly 30 crore low income people needs policy support in
the form of robust KYC framework for accurate borrower verification and responsible credit reporting.
In light of SC judgement restricting Aadhar use, the issue needs to be addressed through solutions
such as Aadhaar last-four-digit storage or tokenisation. The other area requiring policy support is
availability of stable funding mechanism. High dependence of NEFC-MFIs on bank funding leads to
sudden drying up of funds and affects financial inclusion, like seen for last one year. This has resulted
in nearly 50 lakh clients going out of formal finance fold.

Other than that, at a macro level, the sector has shown tangible improvement in credit discipline, with
Portfolio at Risk (1-90 days) for RBI requlated entities declining from 5.3% in Dec 2024 to 2.4% by end
December 2025 and nearly 96% of borrowers are within prescribed MFIN guardrails. We remain
hopeful for an early announcement on the proposed credit guarantee scheme for microfinance, which
will further strengthen lender confidence and start a virtuous cycle for the sector”
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Pre-Budget 2026-27: MFIN Urges Robust
KYC Framework and Stable Funding for
Microfinance Sector

T By Businéss Dusk | an 29, 2006

and responsible credit reporting to ensure accurate borrower venfication

Ahead of the Union Sudget 2026-27, Dr. Alok Misra, CEQ & Directar of the Microfinance Industry Netwark (MAN), has
called far significant policy suppart to strengthen the microfinance landscape in India. Highlighting that the sectar

impacts the ives of nearly 30 crore low-income individuals, Dr. Misra emphaszed the need far a robust KYC framewark
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Microfinance Sector Calls for Robust KYC, Stable Funding to Boost Financial

Inclusion

& Author :Neel Achary B Date:January 23, 2026 = Comment : No Comments

By: Dr Alok Misra, CEO & Director, Microfinance Industry Network

“The microfinance sector touching lives of nearly 30 crore low income people needs policy support in the
form of robust KYC framework for accurate borrower verification and responsible credit reporting. In light of
SC judgement restricting Aadhar use, the issue needs to be addressed through solutions such as Aadhaar
last-four-digit storage or tokenisation. The other area requiring policy support is availability of stable funding
mechanism. High dependence of NBFC-MFIs on bank funding leads to sudden drying up of funds and affects
financial inclusion, like seen for last one year. This has resulted in nearly 50 lakh clients going out of formal
finance fold.
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Microfinance Sector Calls for Robust KYC, Stable
Funding to Boost Financial Inclusion

By: Dr Alok Misra, CEO & Director, Microfinance Industry Network

"The microfinance sector touching lives of nearly 30 crore low income people needs policy support in the
form of robust KYC framework for accurate borrower verification and responsible credit reporting. In light
of SC judgement restricting Aadhar use, the issue needs to be addressed through solutions such as
Aadhaar last-four-digit storage or tokenisation. The other area requiring policy support is availability of
stable funding mechanism. High dependence of NBFC-MFIs on bank funding leads to sudden drying up
of funds and affects financial inclusion, like seen for last one year. This has resulted in nearly 50 lakh

clients going out of formal finance fold.

Other than that, at a macro level, the sector has shown tangible improvement in credit discipline, with
Portfolio at Risk (1-90 days) for RBI requlated entities declining from 5.3% in Dec 2024 to 2.4% by end
December 2025 and nearly 96% of borrowers are within prescribed MFIN guardrails. We remain hopeful
for an early announcement on the proposed credit quarantee scheme for microfinance, which will further

strengthen lender confidence and start a virtuous cycle for the sector.”

& admin @ January 23,2026 W Technology #a Leave a Comment

Education Health Contact us

Search

Recent Posts

Budget 2026 Is a Golden Opportunity for

Education Reform, Says Nirvaan Birla

Coromandel International Delivers

Resilient 3 FY26 Results

NTT DATA Signs Strategic Collaboration
Agreement with AWS to Accelerate

Enterprise Cloud and Agentic Al Adoption

Atlanta Electricals Secures Five New

Orders, Boosting Order Book to Record

Levels

Airtel Gives 360 Million Users Free Access

to Adobe Express Premium

Recent Comments

. ADFACTORS PR

Reputation & Critical Issues Advisory



https://newslocalbiz.com/technology/microfinance-sector-calls-for-robust-kyc-stable-funding-to-boost-financial-inclusion/
https://newslocalbiz.com/technology/microfinance-sector-calls-for-robust-kyc-stable-funding-to-boost-financial-inclusion/

powering

I l' ] ” ln:\p ible
fina
b

MICHOFINANCE INDUSTRY NETWORK

Publication : businessmicro.in Edition- Online

Date : 23-01-2026 Page No: NA

URL- https://businessmicro.in/technology/microfinance-sector-calls-for-robust-kyc-stable-funding-

to-boost-financial-inclusion/

Microfinance Sector Calls for Robust KYC, Stable Funding to
Boost Financial Inclusion

2 bry Mesd Achary (@ Jan 23, 2026 QO Comiment
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By: Dr Alok Misra, CEG & Director, Microfinance Industry Network

“The midrafinonice seclor touching fves of neorly 30 crare fow indoumse people feeds palicy sappart & the farm aff robed KYC frameéwork for eccuvale
borrower verificodian ond respansible credil repoting. In fght of SC jodpement restricling Aodboy wie the e mesdd fo be addresied thraugh
soiutions sach of Aoothoar fEsl-fow-digit Storege or [akemsolion. The ather oréd requiring palicy supgort & avaiobiity of Soble funding mechonien.
High dependence of NOFC-MFE on bank funding keads to sodden drping vp of fonds ond offecns financkal inchrsion, (ke seen for lasd one pear. This fas

resulléd m rearly 50 fwkh chents gamg ool of farmo! finance fold,

Outaer thary dhand, ot & emdcro fevel he secior hod shown longible impgrovement in crédit discipling, with Portfolic of Risk (1-30 doys) for RO reguimed
entilies cecliiing fram 5 3% i Dee 2024 1o 2 4% by end Decermber 2025 and neovly 36% off bovrowers ove within predseribed MPEW goovdrans, We rémain

hopef for an early annowicament an the gropased’ credl guarandee sefeme for aicrofinmace, wiich will fuether strénpchen eader confidence oad

Anari @ wirluows ool for the sedtar.”
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By: Dr Alok Misra, CEO & Director, Microfinance Industry Network

*The microfinance sector touching lives of nearly 30 crore low income people needs
policy support in the form of robust KYC framework for accurate borrower
verification and responsible credit reporting. In light of SC judgement restricting
Aadhar use, the Issue needs to be addressed through solutions such as Aadhaar
lost-four-digit storoge or tokenisation. The other area requiring policy support is
availability of stable funding mechanism. High dependence of NBFC-MFis on bank
funding leads to sudden drying up of funds and affects financial inclusion, like seen
for lost one year. This has resulted in nearly 50 lokh clients going out of formal
finance fold.

Other than that, ot o macro level, the sector has shown tangible improvement in
credit discipline, with Portfolio at Risk (1-90 days) for RBI regulated entities
declining from 5.3% in Dec 2024 to 2.4% by end December 2025 and nearly 96% of
borrowers are within prescribed MFIN guardroils. We remain hopeful for an early
announcement on the proposed credit guarantee scheme for microfinance, which
will further strengthen lender confidence and start o virtuous cycle for the sector”

. ADFACTO

Reputation & Critica

Iss

vvvvv



https://mediaexpress24.com/technology/microfinance-sector-calls-for-robust-kyc-stable-funding-to-boost-financial-inclusion/
https://mediaexpress24.com/technology/microfinance-sector-calls-for-robust-kyc-stable-funding-to-boost-financial-inclusion/

powering

I l' ] ” lnu] ible
fina

f___ S o

MICHOFINANCE INDUSTRY NETWORK

Publication : odishabiznewz.com Edition- Online

Date : 23-01-2026 Page No: NA

URL- https://odishabiznewz.com/technology-news/microfinance-sector-calls-for-robust-kyc-stable-

funding-to-boost-financial-inclusion/

Odisha Business News
QOdisha Business News Weekly

Business News Health Technology Contact Education

Technology
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By: Dr Alok Misra, CEO & Director, Microfinance Industry Network

“The microfinance sector touching lives of nearly 30 crore low income people
needs policy support in the form of robust KYC framewoerk for accurate borrower
verification and responsible credit reporting. In light of SC judgement restricting
Aadhar use, the issue needs to be addressed through solutions such as Aadhaar
last-four-digit storage or tokenisation. The other area requiring policy support is
availability of stable funding mechanism. High dependence of NBFC-MFIs on bank
funding leads to sudden drying up of funds and affects financial inclusion, like seen
for last one year. This has resulted in nearly 50 lakh clients going out of formal
Jinance fold.

Other than that, at a macro level, the sector has shown tangible improvement in
crodit dicrinline yith  Dartfalin At Diclk (1-90 Amycl far DRI remlnated ontitioe
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Microfinance Sector Calls for Robust KYC, Stable

Funding to Boost Financial Inclusion

. Meel Achary « Technology Jonuory 23, 2026 - &3 0 Comments

By: Dr Alok Misra, CEQ & Director, Microfinance Industry Network

“The microfinance sector touching lives of nearly 30 crore low income people needs policy support in the form

of robust KYC fr k for te borrower i ion and resp ible credit reporting. In light of SC
judgement restricting Aadhar use, the issue needs fo be add d through soluti such as Aadh last-
four-digit storage or tokenisation. The other area requiring policy supporf is ilability of stable fundi

hani: High depend. of WBFC-MFis on bank funding leads to sudden drying up of funds and
affects financial inclusion, like seen for last one year. This has resulted in nearly 50 lakh clients going out of
formal finance fold.

Other than thatl, af a macro level the seclor has shown fangible improvement in credit discipline, with
Portfolio af Risk (1-90 days) for RBI regulated entities declining from 53% in Dec 2024 to 2.4% by end
December 2025 and nearly 96% of borrowers are within prescribed MFIN guardrails. We remain hopeful for

an early F en the prop d credit g fee scheme for microfinance, which will further

hen lender Fide and start a virfuous cycle for the sector.”
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By: Dr Alok Misra, CEO & Director, Microfinance Industry Network

“The microfinance sector touching lives of nearly 30 crore low income people needs
policy support in the form of robust KYC framework for accurate borrower verification
and responsible credit reporting. In light of 5C judgement restricting Aadhar use, the
Issue needs to be addressed through solutions such as Aadhaar last-four-digit
storage or tokenisation. The other area requiring policy support is availability of stable
funding mechanism. High dependence of NBFC-MFls on bank funding leads to
sudden drying up of funds and affects financial inclusion, like seen for last one year.
This has resulted in nearly 50 lakh clients going out of formal finance fold.

Other than that, at a macro level the sector has shown tangible improvement in
credit discipline, with Portfolio at Risk (1-90 days) for RBI regulated entities declining
from 5.3% in Dec 2024 to 2.4% by end December 2025 and nearly 96% of borrowers are
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Dir Alok Misra, CEO & Director, Microfinance Industry Metwork (MFIN)

D Aok Misra, CEC & Direcior — MIFIN

The microfinance sector touching lives of nearty 30 orore lowincome peopke needs
palicy supportin the form of robust KYC framesork: for accurste borrowver
verification and responsible credit reporting.

Inlight of 5C judgement restricting Aadhar use, the Ezue needs to be addressed
through solutions such as Asdhaar |est-four-digit storege or tokenisation.

Dir. Misra=aid the other area requiring palicy support is aveilability of =table
funding mechanizm. High dependance of MNEFC-MFIs onbank funding leads to
sudiden drying up of funds and affects financial indusion, like seen for la=2 one year.
This ha= resulted in nearty 50 lakh clients gaing cut of formal finance fold.

Other than that, at s macro level, the sector has shown tangible improvemeant in
credit discipline, with Portfiolio st Risk {1-20 days) for REl regulated entities
declining from 5.3% in Dec 2024 to 24% by end December 2025 end nearly 765 of
barrawers arewithin prescribed MFIM guardrails. We remain hopeful for sn earty
announcement on the propased oredit guarantes scheme for microfinance, which
will further strengthen lender confidence and stert 3 virtwous oyde for the sector”
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Amid uncertainty,
banks seek to steer
with stability

Even as banks boast healthy books, concerns remain across
the financial landscape. Raghu Mohan and Abhijit Lele
explain why work is not yet complete
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5 we slep il 2026, lhe bisgest
imponderable s the tariff
imposedby the UnitedStates. To.
add to woes Is US President

expected W do belier, especially in e con-
sumption goods space, with sustained
demand resulking in improvementin eart-
ings. The inflation cutlook would be in the
S i

Donald

centduty on any country Ural continues odo
isiness with Iram, making it a loaming

volving redductions s virlually
vesaic. By an arge, therupeeshonld

sion, banks’ books. ‘Lhis comes even as
leﬂﬂe{s mlmwahmu\asﬂmspc( —beic
andbad

in2026,anddeprecationof >4 percentoould
beexpected.

for bantie w

Toansarewellundercontrol.

deposits front. The ability toraise deposits s
4 Spinkea

micro, small and mediun enterpises
O4SBizs it chey wem et sofentle

g gov-

and rogress of banking in India’ report for
FY26(TRPFY26)."Golngforrard,banks wil

e supporl.” said Ashok E!umlm.

sources i meeting the resource require
Jitnoted. As

officer(CL), Funiab National Lank. Sectors
like textiles, gems and jewelery, marine
produicts, and foorwears were hit, but they

of the formight ended December 31, 2025,
deposit inflows stood at £6.5 trillion, while
credit autflows wete marginally Ingl)e( <
267 illion,

support, and diversify their orders toother
counies. ™ i and

shightly outpaced deposit mnhﬂvsarkvn

econamic trade environment conrinuies to
pose risk, MSMES have not seen any asset
uality isk for banks.” he added.

wmmm»emervndmmemnkmmm

o (CD matio) at an al-time elevared
levelof L7 pers

According to Karnatak, the colour of
cteposit mobilsation haschimged. “Theres

| Banking Annual

“Thetariff hike has

affected exportsof

MSMEs, butthey were

abletosoften theimpact

bydiversi

governmentsupport”
-—

ASHOK CHANDRA,
MD &CEO, PNB

money is moving to other asset classes.

MD and CEO, he
‘opinion that project financing will gnrhn
‘momentun, and loanofftale (term loans) o
infrastructure, and manufacturing will be
better in calendar year 2026 (C¥26), than
2025, Bul, working capital loans may nol see
much increase as companies are tapping
thei own resousces for business tequire-
me:

s,
As for the ceonomy, Madan Sabnavis,
chiel economist, Bank of Raroda s of the

Herx

low co savings
and cunrent acconnt deposits as part af

Look out for

®US President Donald Trump's
Iatest threat toslap 25 per cent
duty on any country that
tontinues Lo do business.
with lran

- St‘n:sj in the MSMES and

pressurein the early part ofthe year for the.
sector,”hesaid. Many banks are cppingshort
term funds from institations, While rates
have not hardened at the short end,
compared 1o long-term paper, CD ratio
elevated, headded.

Chandra coneured, “This situation is
likely 1o be challenging as the low interest
seginne hasdiminished theatractivencssof
bank deposits vis a vis allemative invest-

n ﬂmncml YT g . s

A int tor barks will

firstadvance estimates of National Illmn\c.
releasedby the Nationsl Sialistical Organisa-
tiom, Tndia's real GDP and groes value added
(GVAjgrowh for FY26 areprojectedat 7.4 per
centand?.5 per ent, respectivels thiswil

¥ as
flagaed by the Trend and
Pregrass of Banking in India’
lupull for FY26

The credit deposit ratio s atan
" time high 61817 percent

e driven by mwo factors

=Onth lalory Lopographhy,

time andprivaleinvestnent besoning -

to
brace fora new regime:

etc.
ds and products to acract deposits, along
withenhancingcustomersorvice”, hesaid.
Aninleresting variable lo watchoul foris
Mint Road sshifl oarish based depositinsar
anceprersinm from theexisting flat rarepre-
‘mitm systets), with the existing flat zate
premiium of 12 paise per T100 of assessable
its per annwn serving as the ceiling.
Thebelier rated banks will pay lower, andthe
framework seeks to incentivise sound risk.
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managmeatby linkingpremium ralestotic
risk profile of banks, avd hereby coliancing
the esilienceofche bankingsysten, Whetber
the ratlngaf individual banks s tobe made
publictsunknown, burlisurance payoutsto
theDepesitsuranceand Credit Guaranice
Corporation can give an indication of the
same, and can affect a bank's abilicy to
Iaisedeposits,

“Then, you havesectoral wordes, Microfi-
‘nance instirntions (M¥1s) are in atight spot:
the sixth consecutive quarrerly soutbwrard
‘movementinthelrportfolioto 2131 millionas
afSeprember2025, from ELsrillianinAaich
2024, with sbour half a million cuszomers
getingprshed ontofthearbiraftheseenti-
ties, aceoreding to data fram Microfinance
Institurions Network. T he slovdown in dis-
bursement of microloars s adversely

“Project financing will
gather momentumand
loanstoinfrastructure,
and facturing willbe
betterinCY26”

R e

RAJNEESH

KARNATAK,
MD & CEO, Bol

hottom of the economic pyramid. “This is
expected m have an impact an same of the
other retailloans oo, incuding sinalkticke
Toansagains. property, business loans, used
vebieleloanselc. which fonmpart ol thesame
ystern,” stated A M Kerihik, senior vice:
president andeo-group head financialsector
ratings). Tere. Accestookd loansiscustently
providing some reliel W s segment. sup-

“FY27shouldbea
constructive year

for NBFCs, with MSMEs
and priority-sector
lending driving credit
growth™

I

SHACHINDRA NATH,
Founder, UGRO Capital

Shachindra Neth, founder, UGRO Capilad,
FY : s,

what of i

flnancial
comprnies (NBECSP? The credit
extended by NEFCs has been
rising over the years, under-

ing creudic growth. That sald. he felt NBFCs
that arestructurally focused on priority sec-
tors, andMSMEs nquiredifferentiated regu-

tance o financial
liacion. Itincreasect

atory %0 scale responsibly.
“Eahanceel liouidiry access, stable refinanc-

€0 14.6 per cent of grass
i 5

Ingl
port e essental to sustaln credic

fram 13

said, NIFCS

accoring o the latest
RuI data. Duting this

can complement banks by elivering last-
‘mikecredin, thicaghspecialised underviting
and localdisribmrion.

Period. NRFCs craditas

" mnding
credit of schednled
comumercial banks
incressed 1
2/3 per cem,
against 23.6 per
cent the

latory v, regulated
entities will have to brace for a new

ensure reguiarions aresubjecr o a compre-
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i seven years. Aiotber heme for RES will
continue 1o be around governance — be it
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‘Better liquidity
key to microfinance
sector’srecovery’

e rising
India’;
i “Tosuggest that removing
iyt v EO), caps for 35% of the sector
Singh . MD), Satin Cre caused problemsis
i r Jera, agreed far-fetched™
.
liguiditysupport. Edited excerpts:
ALOKMISRA,
CEO, MFIN
on
thatcount,

i i i HPSINGH: ‘Exorbitant’ is subjective. An
withincreasein borrower indebtedness? industry cannot grow with its hands tied.
AL ¥ o K
Indiabegan in 1991, and by 1997, savings idl. Has the is f funds, liquidity,

s i A AT,

deregulated. By 20: apositivestep for inclusion. The creation of

3 in

f] ’ In 2010, RBI’:
interest rate control. NBFC-MFTs had only ‘Committee and rate caps, the sector’s AUM
about a35pere ‘hare, Banks,

Jowdown, it 4
NBEC trillion. KA industry
with post- ‘matures, profitabllity becomes more
A JanDhan, Aadhaar,and  Important, and microfinancel

for3s pert i ity NBFC- ‘exception. However, for most MFTs, the
caused problems s far-fetched. In April i it bureau primary objecti i i
2022, di
NBEC-MFIs wasaround 24 per cent. customers. G rears may

Interest rates have langely remained the

through SROinitiatives. Tt

hiceups. Still, the

RBI'sapproach  clearly!

o cent inclusion.

removed, First
ition isi ity is necessary fora
share. isingi i ke di i thave
ond, Ooversight. helped de-risk balance sheets and
translate into higher profitability. But over improve profitability, supportingthe
thelastelghtyears, the top 10 NBFC-MFIs sector'sability
‘exorbitant” inclusion.
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“Lendercountalone
doesnot define
leverage: borrower
incomedoes”

—

SADAF SAYED,

CEO, Muthoot Microfin

“The creationofa “With credit cost coming
specificlicenceitself down, theindustry
reflectsthe RBI'sintent mightreport1% RoA
topromote inclusion™ intheyear”

. -

HP SINGH, KARTHIK SRINIVASAN,

CMD, Satin Creditcare

Senior VP & Group Head, ICRA

players. But

lendersper

“There was no

appropriate?
SRINIVASAN: Itisdiflicult to

if

220,000 crore, which will Kick-start the

confidencetothe bank, We hopethatcanbe
expedited.

which

e

orhousehold level.

short-duration asset — 1810 24 months —so  cyce. Currently, the inflation has reduced.
P

o : et
‘microloan portfolio? fong: i ing, MFls i
play. their books. ity of rural
Percelved and actual risk hasincreased due improved. Asthe disbursementalso
Improves,
floods. andthebanksarelending moreand, cash
" y MFIS. duringCovid, therewasa
NBEC-MFL Wehadto  Ithinkthe collectionswill also Improve. So
put positive.
MET But. is
then restrict i fend othe  over,
norms. Department of | With
witha7.
P caseof year.
pically defaul, pay itwillgoup. ]
b . toboostlendi
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Do NBFCs need a bank licence to grow, or is it overrated now?
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Do NBFCs need abank
licence to grow, or is it

overrated now?

"Cs) has be

narrowed, with both
standards. Ata paneldisc

nila ¥ g —p! y -
ion at the Business Standard BFSIInsight Smmmit  RAJIVSABHARWAL: Both modelsare strong

2025, STrY ~ Raul Rebello, 18 irector (MD)&chief Ultimately, su
executiveofficer (CEO), Mahindra Finarce; i , MD&CEO, »

Piramal Finance; Umesh Revankar. executive vice-chairman, Shriram ““Y_‘"-"‘“““U"“"h"‘f-ﬂ"’“i’l’"ﬂu““ym
Finance; Rajiv Sabharwal, MD& CEO, Tata C l; Roy, MD

&CEO, L&TFinance —speak to Manojit. " VBFCsplayin ~ haveampleroom togrow. NBFCsoperale

= 1 directiytoihem, ithin regulations and have the same

competitive apportunities as banks —

dicts X
products, investingin technology, and serving
customers effectively. Governance and risk

ik of India (RED layer NBFCs
licen a has fizzled
. L thissta
. PR crliony
qually sign
PHOTOS: KaM i SUDIPTAROY: Traditionally, NBFCs raised
i , which
Kingat India’s naturally
the past 2530 years, non- Banks
per centof thesector, customers. Tk
remalning7spercent. and NBFC: years

y ago.
hasremained broadly stable, similarto global With increased digitisation and the

patterns. India’s NBFCs NBFCs
— leveraged,
historles,
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“NBFCdistribution, plusbank
balance sheets, canunlock
massiveunmet credit demand
nationwide today”

-

RAUL REBELLO, MD & CEO, Mahindra Finance
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fundingwasa major constraint. Over time,
that has changed. Today, NBFCs have

with credit growth above 20 percent,
ks’ 10-12 percent.

banks. IS, NBFCS s forbanks.
largely level. centof L

UMESH In India, thi larger  twomodel:

NBFC: lessso.In
becauseof weak or limited liability bridge. NBFCs, thereft andin
franchis Tow-cost others, NBECsare. For example, NBECS

havelongfollowed expected credit loss
norms, while banks arc only now

‘markets, access to ECBs,

ustomer,

andailoringsolutions. Globally, even in

“NBFCsthrive by serving
underbanked customers,
customising products,
and growing faster than
banksstructurally”
5 i

UMESH
REVANKAR,
Executive

Vice-Chairman, (e
Shriram Finance {8

Regulatory arbitrage has come down
andwas citedas onc of the reasons
behind the mergerbetween HDFC Bank
and HDFC. Whatare your views?
SRIDHARAN: Banks face higher regularory
requirementssuch asthe cash reserve ratio
and statutory liquidity ratio, while NBFCs
have lower regulatory overheads. Onthe.
other hand, banks benefit from accessto
low-cast,sticky deposits, which NBFCs lack.
Earlier, regulatory oversight of NBFCs was
relatively light-touch. That isnolonger the
case, especially for upper-layer NBFCs.
‘Today, regulatory scrutiny forlange

JANUARY 2026 BusinessStandard 41

norms). colend them. In  regulated. T
Asaresult, Y Y
d the NBFC model, which has consistently
are managed well. On theasset side, NBFCs 800 million, p >
the and
and, NBFC itisa key dri i
customers. Banksand NBFCsplay complementary
constrai 'y may not meet i Inman i i
may not; ‘may gories — vehi mmercial ~ parti thelast mile. O ility
NBFCs, by i dgold ide, i Private
contrast, are built around going o the loans — NBFC: 2D8) now

forma langer share, banks continueto
providestrong support, and opportunities.

“NBFCs outperform
banksbyexcellingas
last-mile connectors
with stable profitability
overcycles consistently”

—
JAIRAM
SRIDHARAN,
& CEO,

MD
Piramal Finance
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“Strong governance, not structure,
determines whetherbanks or NBFCs
succeed inIndia’s vast market”

il e

RAJIV SABHARWAL, MD & CEO, Tata Capital

“Digitisation and tighter norms erased
banks’ cost advantage, largely levelling
competition with NBFCs today”

SR

SUDIPTA ROY, MD & CEQ, L&T Finance

inbonds, dollar! nd ECBs: nowin; thesector.
account for over 10 per Tiabilit 5
PublicNCDsand tothy
i i overshort periods. Faster
NBFC: credit "
marker. ftical
igni AtTataCapital
earlyaction has led to declining credit
ROY: i i REBELLO:1 3 i i iti
y However, the RBI has G of friewof
n Intopricing.
not NBEC:
distribution, underwriting, and customer
e it ROYY i four deca they have
spe 1 driven most
NBFCs flow- Thesector home loans
cost funding. i i i belt
liabilities,
and provide stability.
-ogn v products. They play
ul ! pecialised
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‘Growth-driven
microfinance may
hurt welfare’
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he Economic Survey
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prioritising  metrics
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ers and total loans wi
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‘Growth-driven mlcroflnance may hurt welfare’

Shayan Ghosh
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MUMBAL: The Economic Survey
said on Thursday that prioritis-
ing metrics which track house-
hold well-being over indicators
of scale, such as the number of
borrowers and total loans will
strengthen the microfinance
firms sector, which has been
plagued by periodic stress.

It said commercial capital
has played an important role in
expanding the reach of India’s
microfinance sector. It added,
however, that incentives
embedded in private equity and
venture capital investment

structures have, in some con-
texts, encouraged growth-
driven expansion that may not
always align with long-term
household welfare.

The survey called for more
consistent alignment between
impact objectives and investor
incentives by linking exit deci-
sions and valuations to the
achievement of social purpose
metrics rather than exclusively
to financial performance.

“For instance, investor exits
could be conditioned on evi-
dence of sustained household-
level welfare gains, improved
resilience indicators, or respon-
sible credit intensity in bor-
rower portfolios,” it said.

India’s microfinance sector
has been prone to stress.

MINT

It said in order to re-center-
ing the sector on its original
social objectives, scale-based
impact metrics will have to be
replaced with household-level
welfare indicators.

Data from industry body
Sa-Dhan showed that the com-
bined microcredit portfolio of
285 microlenders—banks and
non-bank financiers, among
others—was 3.4 lakh crore as
of 30 September 2025, down
16% year-on-year. Its quarterly
report -Dhan said the industry
saw a pronounced slowdown,
with the total portfolio falling
by 62,726 crore over the past
year and about 1 lakh crore
over 18 months.

India’s microfinance sector
has been prone to stress, though
it has started recovering of late
after two years of pressure.
Repayment difficulties have
largely been on account of bor-

rowers taking several loans at
once, leading to the creation of
industry-level guardrails. In
April, self-regulator Microfi-
nance Institutions Network
capped the number of lenders
per borrower at three and
restricted the total debt of a sin-
gle borrower to 1.5 lakh.

The survey said microfinance
was conceptualised to improve
household resilience, support
income stability, and enable
gradual asset accumulation. As
MFIs became integrated into
capital markets, their operating
environment started reflecting
incentives associated with
growth-oriented commercial
investment.
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