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Banking sector to see earnings recovery
from Q2FY26, strong 17.7% CAGR profit
expected over FY26-28: Report
The Indian banking sector is set to witness earnings recovery in the second half of
FY26, after a muted September quarter performance marked by margin pressure,

moderate credit growth and a decline in profitability across private and public lenders,
according to a research report by Motilal Oswal Institutional Equities.
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Indiarln Banks Set For Earnings Recovery From 2HFY26: Motilal
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BW Ondne Buresy | B8 Oct 02, 2025

# Indian Banks # Eamings # Recovery

Sector net profit seen down 7.2 per cent In Q2, 17.7 per cent CAGR projected over FY26-28

The Indian banking sector is expected to stage an earnings recovery in the second half of FY26 after a muted September
quarter, according to a report by Motilal Oswal Institutional Equities. The research highlighted that lenders across private
and public segments are facing pressure on margins, moderate credit growth and weaker profitability in Q2FY26.
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Banking sector to see earnings recovery from Q2FY26, strong
17.7% CAGR profit expected over FY26-28: Report
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New Delhi [India], October 2 : The Indian banking sector is set to witness earnings recovery in
the second ...
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New Delhi [India), October 2 (ANI): The Indian banking sector is set to witness earnings recovery in the second half of
FY 26, after a muted September quarter performance marked by margin pressure, moderate credit growth and a
decline in profitability across private and public lenders, according to a research report by Motilal Oswal Institutional

Equities.
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Description: Kolkata (West Bengal), October 28,
2025 (ANI): Rajasthan Chief Minister Bhajanlal
Sharma participated in Pravasi Rajasthani
Meet in Kolkata.
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Banking sector to see earnings recovery
from Q2FY26, strong 17.7% CAGR
profit expected over FY26-28: Report
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New Delhi [India]., October 2 (ANI): The Indian banking sector is set to witness earnings recovery in the second half of FY26, after a
muted September quarter performance marked by margin pressure, moderate credit growth and a decline in profitability across private and

public lenders, according to a research report by Motilal Oswal Institutional Equities.

The report highlighted that systemic credit growth, at 10.3 per cent (YoY) as of September reflected demand softness in both retail and
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Mumbai (Maharashtra) [India], October 29:
Founded by design futurist Jimmy Mistry,
Della Townships is reimagining how India
lives, works, and dreams. As an asset-light
real estate company, Della is pioneering a
transformative new model that integrates
resorts, residences, recreation, wellness,
and luxury destination outlet malls under
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Banking sector to see earnings recovery from Q2FY26, strong 17.7%
CAGR profit expected over FY26-28: Report

D @™ = commnr

New Delhi | October 2, 2025 12:46:37 PM IST

The Indian banking sector is set to witness earnings recovery in the second half of FY26, after a muted September
quarter performance marked by margin pressure, moderate credit growth and a decline in profitability across private and
public lenders, according to a research report by Motilal Oswal Institutional Equities.

The report highlighted that systemic credit growth, at 10.3 per cent (YoY) as of September reflected demand sofiness in
both retzil and corporate segments.

Full-year credit growth for FY26 is projected at 11 per cent (YoY), expected to improve to 12.5 per cent in FY27, aided by

lower borrowing costs, GST rate cuts and income tax relief.
"With earnings gaining traction from JHFY26, we estimate 17.7 per cent earnings CAGR over FY26-28E" noted the report

The report envisages that private sector banks under coverage are expected to report a 7.3 per cent (YoY) decline in net
profit for Q2FY26.

Sequentially, eamings are seen down 6.7 per cent, net interest income (NIT) growth for the segment is pegged at 0.6 per
cent (YoY), with pressure on margins due to the lagged impact of policy rate cuts. Operating profit is estimated to fall 2
per cent (YoY) and 18 per cent (QoQ).

"We estimate approx. 19.8 per cent earnings CAGR over FY26-25E for private banks” the report noted

The report said while unsecured retail stress continues to weigh, early signs of easing are visible. Credit costs are likely
to normalise in the second half of FY26.
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Banking sector to see earnings recovery from
Q2FY26, strong 17.7% CAGR profit expected
over FY26-28: Report

Motilal Oswal report predicts banking earnings recovery from Q2FY26 with 17.7% profit CAGR over FY26-28
despite current margin pressures

[ Oct2,2025 (@ 3 min read

# Key Points

Banking sector earnings recovery expected from second half of FY26 after current quarter declines
Private banks projected to deliver 19.8% profit growth CAGR over FY26-28 period

Public sector banks forecast to achieve 15.2% earnings CAGR despite near-term pressure

Margin pressures 1o ease with deposit repricing and phased CRR cuts implementation

[
[]
[}
@ Credit growth expected to improve to 12.5% in FY27 supported by lower borrowing costs
(]
]

Asset quality concerns in unsecured retail showing early signs of gradual improvement
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‘Leadership is about creating space for
ideas, for conversations, for people to rise’

Kaizzen’s Smita Agarwal talks about her journey & challenges in the communications industry, the
future of leadership, lessons she learned, and more

- Ritika Upmanyu T (A)
Publizhed: (1 3. 2025 149 PM | 6MIN READ i Follow Us \--"®

The role of a PR & communications professionals has become more critical in today’s
dynamic world. eqm PR & Corp Comm 40 Under 40 Awards 2024 celebrate the
trailblazers, future leaders, entrepreneurs under the age of 40 who are redefining
brand stories, building trust, and driving strategic communications across industries.
These winners represent a new generation of professionals who pave a way to lead
with purpose, their stories are both a reflection of their individual wins and a
roadmap for aspiring communicators.

Today, we feature Smita Agarwal, Account Director, Kaizzen and the proud recipient
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RBI grants SRO status to Finance Industry
Development Council (FIDC)

According to the central bank, it had received three applications to be recognised as self-requiatory organisations in
the NBFC space, including that of the FIDC

Advertisement

BS In-depth thinking. Unbiased opinion. 4

The Reserve Bank of India (RBI) on Friday granted self-regulatory organisation (SRO)
status to the Finance Industry Development Council (FIDC).

According to the central bank, it had received three applications to be recognised as
self-regulatory organisations in the NBFC space, including that of the FIDC.

“Based on the examination, it has been decided to recognise the Finance Industry
Development Council (FIDC) as an SRO for NBFCs. The remaining two applications were
not considered since they were incomplete as on the last date of submission of
application,” the RBI said in its press release.

The microfinance companies have two SROs — Sa-Dhan and Microfinance Network
(MFIN). Meanwhile, the Fintech Association for Consumer Empowerment (FACE) is the
SRO for fintechs.
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Microfinance in crisis: Defaults, debt stress & the future of India’s
financial inclusion
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Microfinance in crisis: Defaults, debt stress
& the future of India’s financial inclusion

Rising defaults and mounting NPAs have pushed India's microfinance sector into crisis,
threatening women’s empowerment and financial inclusion, while also opening the door for
urgent reforms and innovation.

Aghila Sasidharan & Aakash Bajpai - ETGovernment < Q ®
Published On Oct 5, 2025 at 08:23 AM IST « Read by 627 Professionals
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India's Microfinance Crisis Demands Smart Regulation, Not Blanket
Restrictions
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Recruitment for 197 apprentice
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National Mineral Development Corporation
(NMDC) has released recruitment for
apprenticeship positions.

mﬂ Detailed notification released
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Its time to lend a hand
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It’s time to lend ahand

The microfinance industry is in a bind as lunding declines and [ears of defaults

stricter regulatory scrutiny, reports Raghu Mohan
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2023, around

‘percent ok money from moneylenders. “Thisis
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Funding sources for MFls
7&@20““ ,—Mzozsﬁ
Recd (31) m»ﬁg«u) ‘Share (%) Recd(Ra)  Outstanding (cr)  Share (%)
State-run banks %63 ® BU6 V482 pz]
Private banks a6 JIW 35 ne31 21,500 Ed
SioBl 857 7,058 e 1443 414 2
Nabard 4801 3919 4 254 4539 4
MUDRA 172% 149 1 1o 708 o
NBFGs 10,489 8693 8 5460 151 9
Other financial institutions. 5902 489 5 35n 598 6
Others* 15603 093 '] 6,898 10257 2
NCD BoW0 10148 10 3139 1610 5
Total 130,096 107186 58019 85,680
“Others. high dividuals 3 Source: Sa-Dhan
MFI snapshot (as of june 30, 2025)
Lendl»g June 25 March'25 June 2% gm m
Loan portfolio (% trn) 159 381 3 1% 6%
Unique borrowers (mn) 798 828 866 8% 4%
No. of loan accounts (mn) B B9 1593 % -6%
Average balance per loan account (2) 7198 225 umn 010%  -020%
QIF26 Q4FY2S QIFY2s Y-o¥ Qo-Q
Sourcing Gpknas)  (nMn (prnz)  gowh gt
Disbursed amount (2 a) s T 644 79593 28% 20%
Loan accounts (mn) 102 B3 %3 38% 2%
Average ticket size (2) 56077 3825 48795 15% 4%
Delinquency June'2s March'25 SN G e
of PAR of PAR
PAR 3190 dpd* 240% 280% 150% 050% -0.40%
PAR 91180 dpd 310% 340% 110% 2.00% -030%
PAR180+ dpd 14.90% 1260% 910% 5.80% 230%

*Portfolla at rsk, days past due

‘Source: Sa-Dhan, Quarterly Microfinance Report, April-lune 2025, CRIF Highmark

assetsin
microfinanceincreased in the first half of 2024-25,
with 31-180 days-past- due(DPD)nsmglnrxzperwnl
In March 2025 from 4.

nance book with 31-180 DPD rising to 6.5 Dércen! from
a7percent, in

And it
MFIs will be much different.

Setting standards: A timeline
= Regulatory change ® Impact
= Andhra Pradesh microfinance ordinance (2010)

® Restricted MF activities in state; led to massive
decline in collections and investor confidence

= Malegam Committee recommendations (2011)
 Recommended setting up a regulatory framework,
interest caps, and dlient protection measures

= R8I definition of NBFC-MFI (2012)

 Defined NBFC-MFIs with specific criteria;
formalised the sector and its supervision

= Creation of MUDRA Bank (2015)

 Launched to refinance MFis and promote indlusive
micro-lending across small enterprises

' Bandhan licensed as universal bank (2015)

o First MFI (Bandhan) transformed into 2 full-service
commercial bank under Rl licence

= Digital onboarding via e-KYC (2016)

o Allowed Aadhaar-based dient verification;
faciltated scale-up of digtal lending

= R8I microfinance regulations (2022)
 Borrower-centric requiation applicable to al lenders
offering microfinance loans

# Removal of interest rate cap (2022)

 Lenders are allowed to set rates transparently via
board policies instead of RBI caps

 Household income-based loan limit (2022)

 Loan size tied to hausehald income; mandatary
income assessment for all dients

= Digital lending oversight guidelines (2023)

® Targeted digital MFis: mandatory disclosure norms
and privacy-compliant loan practices

= Borrower education & literacy mandates (2024)

o Literacy modules mandated before onboarding
borrowers in vulnerable districts.

= Risk weight revision for NBFCs & banks (2023-25)
 Risk weights increased for banks/NBFCs on
unsecured cans to MFI n igh-risk areas
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FIDC to focus on governance, compliance of NBFCs: CEO

ADPAGIORSER




powering

I l' | ” In=-«|:mhihle:
e

i

MICHOFINANCE INDUSTRY NETWORK

Publication : The Hindu Business Line

Mumbai, Bangalore

Date : 06-10-2025

Page No: 10

FIDC to focus on governance,
compliance of NBFCs: CEO

TO SET AGENDA. Board will meet soon to discuss the way forward, says Raman Aggarwal

—
Piyush Shukla
Mumbai

The Finance Industry Devel-
opment Council (FIDC),
which received the Reserve
Bank of India’s (RBI) ap-
proval to function as a self-
regulatory organisation
(SRO) in the non-banking
finance companies (NBFCs)
sector, will focus on key areas
such as governance, inform-
ation sharing, compliance,
fair practices, skilling and
education, CEO Raman Ag-
garwal told businessline.
“The Board of FIDC will
meet soon to discuss and
chalk out the way forward.
Let me assure that whatever
is expected of FIDC as an
SRO will certainly be done
well within the prescribed
timelines. Our focus will be
on the key areas such as gov-
ernance, information shar-
ing, compliance, fair prac-
tices, skilling and
education,” said Aggarwal.

KEY CHALLENGES
“Needless to say, we shall
continue to represent the

key challenges faced by

Having experienced
extremely challenging
times in the past,

the NBFC sector

has always come

out stronger and
proved its worth
RAMAN AGGARWAL

CEO, FIDC

NBFCs and work towards
their urgent redressal. The
vision is clear that we shall
work towards serving the
NBFC sector to make it more
robust, resilient, sustainable
and compliant. This shall
then drive NBFCs to play an
important role in realising
the vision of a Viksit Bharat,”
headded.

al said since the in-
ception of FIDC over two
decades ago, the body
wanted to play the role of an
SRO for the NBFC sector.
The RBI has recognised
FACE as the fintech in-
dustry’s SRO, while micro
finance institutions have two
recognised SROs — MFIN

and Sa-Dhan. He said that
when the RBI came up with
the omnibus SRO framework
in March last year and sub-
sequently invited applica-
tions for an SRO for NBFCs
in June, FIDC immediately
sprang into action.

“Based on the require-
ments of the omnibus frame-
work, we made the required
structural and other changes
and submitted our applica-
tion to RBI in September
2024. While processing our
application, the RBI raised
certain queries which were
promptly responded to. In
April this year, we received
the central bank’s ‘in-prin-

approval coming in on Octo-
ber 3,” he said. Aggarwal
stressed that FIDC will con-
tinue to remain agnostic to
requests made by NBFCs of
all sizes with varying geo-
graphies or product set.

The RBI had received
NBFC SRO applications
from two more entities, but
did not name the same.

GOLD LOAN BUSINESS
Sources say one of the ap-
plicants was the Association
of Gold Loan Companies,
which wanted a licence to
present the views of gold
loan NBFCs, but could not
furnish full details till the
last date of submission of its
application.

“The NBFC sector has
come a long way. Having ex-
perienced extremely chal-
lenging times in the past, the
sector has always come out
stronger and proved its
worth. Of late, there have
been very encouraging and
good words spoken about
the sector by people at the
top, including the Union Fin-
ance Minister and RBI Gov-
ernor, on more than one oc-

ciEle aEEroval', with the final casicn"’ said égggrwal.
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FIDC receives RBI recognition as first Self-Regulatory Organisation
for NBFCs
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Liquidity crunch threatens Indian microfinance recovery, says
industry leaders
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MFIs Loan Defaults Are Declining, But Lenders Need To Trust Them With Fresh Loans: MFINs'
CEOs
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Liquidity crunch threatens Indian
microfinance recovery, says
industry leaders

Indian microfinance sector faces liquidity crunch despite improved
credit discipline, say Alok Misra, CEQ & Director, Micro Finance

Industry Network (MFIN) and Jinay Gala, Director, India Ratings &
Research. Recovery hinges on funding and reforms.

The Indian microfinance sector finds itself at a critical juncture
where improved credit discipline is being undermined by a
severe liquidity crunch, stalling its path to a full recovery,
according to top industry experts. While the worst of the asset
quality stress that plagued the industry in 2024-25 (FY25)
appears o be over, the flow of fresh capital remains constricted,
threatening to reverse the recent gains.

Alok Misra, CEO & Director of Micro Finance Industry Network
(MFIN], the self-regulatory body for the sector, highlighted this
paradox. He stated a significant, nearly 99% improvement in
credit underwriting discipline following the implementation of
new regulatory guardrails. However, this positive development
has been overshadowed by a drastic fall in loan disbursements.
“Typically, you would expect in a quarter around 85,000 crore
to 20,000 crore of disbursements, which has come down to
almost F50,000-48,000 crore in the guarter,” Misra stated,
attributing the decline primarily to a steep fall in liquidity.

He warned that without a revival in funding, it would be difficult
to sustain the improvements seen on the ground. Stressed
loans, measured as 1-60 days past due, currently stand at 2.28%,
and bringing this figure down further is challenging without
new loan disbursements. Misra cautioned that if borrowers
perceive no opportunity for future loans, their incentive to repay
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India’s microfinance sector may see moderate 4% growth in FY2026
amid rising stress
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India’s microfinance sector may see
moderate 4% growth in FY2026 amid rising
stress

The GNPA/GS3 of NBFC-MFIs stood at 5.4% in March 2025, declining to 4.9% in June primarily
due to write-offs. However, overall stress in the sector is projected at roughly 30% of the
March 2024 loan book by end-FY2026.
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Diwali 2025: Expert lists best sectors to light up your long-term
portfolio
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Diwali 2025: Expert lists best sectors to light up your long-term portfolio

professionals buying their first mutual fund to families creating demat accounts, the shift is real and growing.
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NBFC-MFI Sector Outlook 2025-26: Growth and Stress Persist
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NBFC-MFI Sector Outlook 2025-26: Growth and Stress Persist
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Published: October 14, 2025 Author: TEXTILE VALUE CHAIN

CareEdge Ratings projects modest recovery for MFls amid credit cost pressures and high operational
challenges.

CareEdge Ratings' latest analysis highlights that NBFC-MFIs in India are likely to see subdued growth, tight liquidity, and elevated credit costs
through FY2026, with gradual improvement expected in FY2027.

According to CareEdge Ratings' latest report, the microfinance industry continues to navigate a challenging landscape, with NBFC-MFIs’' assets under
management (AUM) declining by 19% year-on-year to ¥1.4 lakh crore as of June 30, 2025. Persistent structural constraints—including borrower overleveraging,
high attrition rates, and stringent MFIN Guardrails 2.0—have dampened growth and heightened operational strain.

CareEdge Ratings anticipates only moderate growth of about 4% in FY2026, with improvement expected in the latter half of the fiscal year. Despite some
stabilization in portfolio quality, overall sector stress remains elevated, with gross non-performing assets (GNPA) projected to decline from 5.4% in FY2025 to
3.6% in FY2026 due to continued write-offs.

Asset Quality and Profitability Remain Under Pressure
The report indicates that credit costs for MFIs surged to 9.2% (annualized) in @1 FY2026, a sharp increase from 2.6% in FY2024, reflecting significant
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NBFC-MFIs' bad loans seen falling to 3.6% by March 2026: CareEdge
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NBFC-MEFIs' bad loans seen falling to 3.6% by March
2026: CareEdge

The decline in bad loans will be dnven by wnfe-offs and tighter lending nomms. though credit costs are expected to remain
elevated in FY26, says CareEdge Rafings

Advertisement

The growth for MFls is expected to remain moderate at 4 per cent Y-o-Y for the current financial year ending March 2028, said

i
CareEdge Ratings
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Banking & NBFC Sector Update : Headwinds persist ; earnings to
recover in 2HFY26 by Motilal Oswal Financial Services Ltd.

ADPAGIORSER




mfin:

MICHOFINANCE INDUSTRY NETWORK

Publication : investmentguruindia.com Edi

Date : 15-10-2025

Online

Page No: NA

URL- https://investmentguruindia.com/newsdetail/banking-nbfc-sector-update-headwinds-persist-

earnings-to-recover-in-2hfy26-by-motilal-oswal-financial-services-1td870423

&

PORTFOLIO g | 0GIN/REGISTER

Investment GURU india.com

NEW
DIWALI NEWS HINDI v SCREENERS v STOCK v PO v COMMODITY v CURRENCY v MUTUALFUND v CRYPTO WIDGETS v

WEALTH WORLD TIPS v PODCAST VIDEOS v CALCULATORS v MORE v RESEARCH CENTER

Related News

Automobiles Sector
Update : Asia
roadshow takeaways
- Cautious optimism
by Motilal ...

Metals Monthly :
Sep'25 - Ferrous
prices dip MoM over
monsoon weakness
and inventor...

Cement Sector
Update : Demand
remains tepid;
complete GST
benefit pass-through
by M...

Retail Sector Update
: Festive demand &
GST impact - Muted
start to the festive
sea...

2025-10-15 10:22:36 am | Source: Motilal Oswal Financial Services Ltd
Latest News

Banking & NBFC Sector Update : Headwinds persist ;
earnings to recover in 2HFY26 by Motilal Oswal
Financial Services Ltd

Watch: Air India
Express launches
new fleet of
exclu...

News By Tags | #BankingSector #NBFC #SectorReport #MotilalOswalFinancialServicesLtd
Headwinds
persist; earnings
to recover in
2HFY26

Quote on Market
Wrap 29th

L October 2025 by
Shrikant C...

Tripura CM Manik
Margin pressure " Saha inaugurates
to continue;
treasury gains
expected to
moderate

wi-fifacility for...

Derivative

motilaly

Rollover Note
29th October

) 2025 by Motila...
* Credit growth

modest;

estimate  11%
YoY growth for FY26E: As of 5th Sep'25, systemic credit growth stood at
~10.3% YoY, reflecting demand softness in key retail and corporate
segments. Incremental CD ratio stood at ~83% (vs. outstanding CD ratio of

Q%) D ST rate cutc and i fay

Imagine
Marketing Limited
Files Updated
Draft Red He...

i Fllsstood as net
h buyers in equities

. ADFACTORS PR

Reputation & Critical Issues Advisary



https://investmentguruindia.com/newsdetail/banking-nbfc-sector-update-headwinds-persist-earnings-to-recover-in-2hfy26-by-motilal-oswal-financial-services-ltd870423
https://investmentguruindia.com/newsdetail/banking-nbfc-sector-update-headwinds-persist-earnings-to-recover-in-2hfy26-by-motilal-oswal-financial-services-ltd870423

Indian microfinance is in trouble

ADPAGIORSER




Publication : The Economist Edition- Online

Date : 16-10-2025 Page No: NA

URL- https://www.economist.com/finance-and-economics/2025/10/16/indian-microfinance-is-in-

trouble

Indian microfinance is in trouble

economist.com/finance-and-economics/2025/10/16/indan- microfinance-is-m-trouble

The Economist October 16, 2025

P
’ »
l/’ /é% s
4 .’I,.’.'l‘ ’
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Shobha Devi runs a tailor's shop in the narrow lanes of Vapi, an industrial town in Gujarat. A
former teacher, she now earns more from pins and petticoats. “| am proud that | am
standing on my own feet,” she says. "That's by God's grace.” Some credit alsoc goes to
microfinance lenders. One, IIFL Samasta, lent her 65,000 rupees {§732) to expand her
business. Part of that funds her daughter’s education and she repays 1,470 rupees every
fortnight. She belongs to a group of women with joint responsibility for each other’s loans.

Microfinance was popularised by Grameen Bank in Bangladesh. It is far preferable to village
money-lenders, who often demand usurious rates, security or pledges of labour. Microloans
are collateral-free; most are to poor women. Today some 60m Indians owe $35bn-worth of
such loans, with repayment rates near 95%. The model has lifted millions out of poverty. But
after years of rapid growth, it may be in trouble. Microlending has long been a hard
business, and both politicians and regulators have made it tougher. Worse still, economic
stress is driving up defaults.

Gauging creditworthiness is "a small art”, says Venkatesh N, boss of Samasta. Field officers
note everything down to whether a house's roof is tin or concrete. Despite India’s digital-
payment system, over 90% of repayments are in cash, so must be made in person. Last
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NBFC Sector Update: 2QFY26 Preview — Disbursements to pick up;
asset quality key monitorable JM Financial Services Ltd.
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marginal
improvement in RoEs at 13.6% in 2QFY26E (13.1% in 1QFY26).
Disbursement growth is likely to pick up across all sub-segments led by the
looming festive season for auto financiers, diversification into non-MFI
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2025 Timings, Sectors In Focus, Nifty Target
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NBFCs, fintechs expand micro loans as regulator steps up scrutiny
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NBFC, fintechs’
micro loan play
catches regulatory
attention

MANOJIT SAHA
Mumbai, 23 October

Even as the overall indebtedness of micro borrowers
i i f

NBFIC, fintechs’ micro loan play
catches regulatory attention

“Not having access to a robust
KYC (know your customer) is
alsoapolicyissueasVoterIDis
not foolproof and can lead to
over indebtedness despite all
precautions in underwriting,”
said asource.

started last year because
drying up of bank funding is
delaying the recovery. Banks
have turned cautious not only
in lending to this sector, they
have also slowed down their
lending activity to microfi-
nance instituti This has

borrowers was one of the rea-
sons for the regulator to come
down hard and impose busi-

non-banking financial companies (NBFCs) and fin-
techs are now increasing lending to these bottom of
the pyramid segments, a development which is being
closely monitored by the regulator.
with reluctant to extend

MFISs), the over-
allloan portfolio of these lenders has fallen 22 per cent
since 2024, resulting in nearly 400,000 borrowers
moving out of formal finance.

Following the introduction of the third set of guard-
rails, which came into effect
from April 1 this year, the - ga| | |y BANK LOAN
number of micro lenders 1o niCROFINANCE
per borrower was capped at INSTITUTIONS.

three by the MFIN.
Data compiled by the #ﬂ;\g’gkggsm-ﬁ
5

zswth fromCRIF HighMark gooootvens

owed 887 per cent of GOING OUT OF
microborrowers had WWoor - £5pMAL FINANCE
less lenders, and only 67 "~

per cent had three lenders.

Earlier, there were in-

stances of five or more lenders per borrower. The data
also showed 73 per cent of clients have less than
¥60,000 loan outstanding, 20.3 per cent between
¥60,000 and 1.2 lakh, and 5.7 per cent of the bor-
rowers have outstanding loans between 1.2 lakh and
T2lakh.

However, following the imposition of the borrower
cap — which was applicable only to MFIs — NBFCs
and fintechs saw this as an opportunity and entered
the segment to fill the gap. This has raised concerns
because it is not binding for these entities to follow
SRO rules for microfinance institutions, including as-
sessment of household income. This could again lead
toincrease in borrower indebtedness.

The MFIN is planning to take up the issue with the
regulator that other types of lenders are entering the
segment without following the guardrails.

Tum to Page 6 )

has been under control since the of ness
last year by the Industry Net-  lenders last year. The ban was
work (MFIN), a self-reg y isation (SRO), i

lifted.
The sector is slowly
recovering from thestress that

resulted in a fall in the overall
lending portfolio of MFIs.

Bank funding to NBFC-
MFIs in 2024-25 (FY25) was
¥57.307 crore as against 89,156
crore in FY24. “It has become
‘worse this year,” said another
source.
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Mayank Sharma CYBERSECURITY & FRAUD
Google
sl Malcolm Gomes, vty
ayank Sharma leads Android -
Enterprise partnerships for alcolm Gomes isthe chiefoper-
South and South East Asiaat Maﬂngommraﬂufy. wherehe
Google, where he works with system Jeadsthe company’s Trust and

integrators, operators, distributors,
device manufacturers and indepen-
dent software vendors. He has more

than 17 years of experience In alllances,

category and product management,
and previously worked at Samsung,
0TI and AlrWatch.

latform ‘Privy, oversees global
aperations, and drives strategic initiatives
toadvance IDfy’s mission of enabling
trustatscale in the digital economy.
Gomes has over two decades of experi-
ence at the intersection in financial ser-
vices.

Vinod
Kumar,
Fino Payments Bank

inod Kumar joined

Fino Payments

Bankin 2018 asthe
chiefinformation officer.
Heplays avital role In
establishing a robust IT
infrastructure system and
s leading the digital trans-
formation initiatives to
create a future-ready bank.
Vinod is Instrumental in
setting up strong cyberse-
curity measures, robotic

i

wherehe ag g
overscesthecompany’soper-  transaction volumes of the
ationsand drives strategic bank. Vinod has taken
twal i
plays acrucial rolein from October 2024, witha

strengthening Amazon Pay's
positionin

vision to establish long-

Hehasover withthe

Deep Narayan Mukherjee, rcc

eep Narayan Mukherjee
has expertise inawide
range of risk manage-
ment processes and tools across
financlal risks (credit, market,
liquidity & interest rate} and
non-financial isk. He has
roductsand

developed isk
< ¥ solutions focusing across the
’WL entire borrowerlife cycle.

MICROFINANCE

lok Misrajolned as
Acmermwnw and
directorof Microfi-
‘nance Industry Network
(MFIN)in August 2020and
has played akey rolein regu-
latory reforms inthe microfi-
nance (MFT) sector and
- establishing guardrails for
microlending.
PriortohisroleasCEOat
MFIN, Mistaserved as profes-

y
anceat i Gurugram.
C

=

o, instituti ML
alongwith afocus on rural ivelihoods.

Holdinga Victoria
University, Wellington.
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Worst is over but liqliidity support remains a key concern,
say MFI chiefs

Industry leaders at the Business Standard BFSI Insight Summit said that while collections and rural affordability are improving,
liguidity support is catical fo sustsin the sector's ongoing recovery
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Alok Misra (MFIN), Dr HP Singh (Satin Creditcare), Sadaf Sayeed (Muthoot Microfin) and Karthik Srinivasan (ICRA) at the BFSI
Summit held in Mumbai.
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PHUTUS. RAMLESH PEDNERAR

CCFOR US, THE RAW
MATERIAL IS MONEY. WE
DO NOT HAVE THE LIBERTY HAVING ACCESS TO DEPOSITS,

TO TAKE DEPOSITS LIKE
BANKS. THE MOMENT

INDIAN MFIS CHARGE
MUCH LESS ... SMALLER

GCIN LATIN AMERICA, RATES €€ WE HAVE REQUESTED €€ TODAY, THEY (BANKS)
ARE 49-50%. DESPITENOT THE GOVERNMENT TO ARE SEEING STRESS IN THIS
INSTITUTE A LARGER (NBFC-MFI) PORTFOLIO,

GUARANTEE FUND OF SAY  HENCE THEY HAVE
320,000 CR, WHICH WILL  SLOWED DOWN ON

LIQUIDITY TIGHTENS, MFIS ARE STRUGGLING KICK-START THE VIRTUOUS  THE DISBURSEMENTS
OUR GROWTH STOPS Y TO RAISE FUNDS CYCLE OF FUNDINGY) ON THAT SIDE %

HPSINGH SADAF SAYEED ALOK MISRA KARTHIK SRINIVASAN

(CMD, Satin Creditcare CEO, Muthoot Microfin CEO, MFIN Group Head, Finandial Sector Ratings, lcra

MFIindustry’s full
recovery hinges on
better liquidity

BS REPORTER
Mumbai, 30 October

After witnessing quarters marked by
liquidity stress, rising delinquencies,
and slowing disbursements, India’s
microfinance industry appears tobe
showing early signs of revival, said
leaders and analysts duringa panel
discussion on the micro lending sector
atthe Business Standard BFSISummit.

In panel discussion moderated by
Manojit Saha of Business Standard,
industry experts said that the worst
may be behind the microfinance insti-
tutions (MFIs), but the full recovery
hinges on improved liquidity support
from banks and the government.

“Now thessituation is better. We have
requested the government to institute a
larger guarantee fund of say
20,000 crore, which will kick-start the
virtuous cycle of funding, giving
confidence to the bank,” said Alok
Misra, chief executive officer (CEO),
Microfinance Industry Network (MFIN).

“So, that is under active consider-
ation, we hope that can be expedited,
and if that happens, things will get
better. Itis already normal, the
momentum will be sustained,” he said.

Sadaf Sayeed, CEO, Muthoot
Microfin, said disbursements have
improved, affordability of
rural households has gone up, and
collections also improved.

“Ithink the inflation has gone down
and the crop has been really good, with
rains being good. Due to which prices
of vegetables or crops have also gone
down, increasing the affordability of
the rural household. Personally, we are
witnessing better collections and better
disbursements. Therefore, the trend is

towards the positive,” he said.

HPSingh, CMD, Satin Creditcare,
said that his firm will open 400
branches, indicating that stress in the
microfinance segment was coming
down. “When we say 400 branches,
openingat this particular juncture
means that the things have come back
tonormal, means that the growth is
coming back. We are hopeful that we
will get the credit guarantee scheme as
discussed in the panel. Portfolio at risk
of 120-180 days has gone down
significantly,” Singh said.

Industry players pointed out that
the lack of liquidity remains the biggest
constraint for NBFC-MFIs.

“For us, the raw material is money.
We do not have the liberty to take
deposits like banks. The moment
liquidity tightens, our growth stops,”
said Singh, noting that many banks
have slowed lending to the sector due
torisk concerns.

Sayeed also said that many smaller
MFIs are struggling to raise funds, cre-
atingavicious cycle where reduced
lending affects borrower cash flows,
leading to higher delinquencies. He
added that most players are now focus-
ing on portfolio quality rather than
aggressive expansion.

On removal of the lending rate cap
by the Reserve Bank of India a few
years ago, Mishra said that the removal
did not cause any pricing or
discipline-related issues. “When
deregulation happened in 2022, the
average weighted lending rate for
NBFC-MFIs was around 24 per cent.
Today, it stands at 23.62 per cent.”

He pointed out that NBFC-MFIs
contributeto only 35 per cent of the
microfinance market, while banks and

small finance banks — which operated
without interest caps — dominate the
remainingshare.

“It’s far-fetched to say removing
caps forjust 35 per cent of the market
led to problems,” he said.

Mishrasaid that despite the free-
dom topriceloans, profitability in the
sector remains modest, with an average
return on equity of about 0.8 per cent
and return on assets of 1.8 per cent.

Sayeed said globally too, Indian
MFIs are among the most affordable.

“InLatin America, rates are around
49-50 per cent. Despite not having
access to deposits, Indian MFIs charge
much less. RBI's framework, linking
rates to cost of funds, credit cost, oper-
ating cost, plus a reasonable margin,
ensures fair pricing,” he added.

Sayeed attributed the current
contraction in the overall NBFC-MFI
portfolio to multiple factors —
higher perceived risks, localised
delinquencies due to floods or
elections, and reduced fund flows.

“Smaller MFIs are struggling to
raise funds. When disbursements
slow, liquidity at the borrower
level also tightens, creating a
ripple effect on repayment and
demand,” he explained.

On banks developing cold feet in
lending to the microfinance segment,
Karthik Srinivasan, group head,
financial sector ratings, Icra, said,
“NBFC MF], it'sasingle product
company. If you look ata bank, abank
isamulti-product entity. They have the
flexibility to move from corporate to
retail to infrastructure to agriculture,
depending on the flavour of the season
and on their risk appetite. Today, they
are seeingstress in this portfolio, hence
they have slowed down on the
disbursements on that side.”

On whether MFIs were willing to
convert into small finance banks,
speakers emphasised on sticking to
their current area of business.

“We are happy being focused
on MFIs. With the qualifying asset
criteria relaxed from 75 per cent to
60 per cent, we have enough flexibility
to diversify within the same space,”
said Singh. He added that they are
best suited to do microfinance.
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Regulators set the agendaas insurance, pensions, digital
currency, cyber risk, and crypto policy took centre stage on
the penultimate day of the leading summit

]

€C1'VE AN OPEN MIND. BASED ON DATA,
ANALYSIS, AND THE PERSPECTIVES
IHEAR, | REACH A CONCLUSION. BUT
NOTHING IS DONE WITHOUT
EXTENSIVE CONSULTATION...%)

Alivsm
Caiman, Insurance Regubatory and
Desehopment Authartycf nda

PHOTOS: KAMLESH PEDNEKAR

CCTHE GOAL SHOULD BE TO RAISE
NON-GOVERNMENT NPS MEMBERS
FROM 10 MILLION TO 250-300
MILLION IN FIVE-SIX YEARS USING
VARIOUS DIGITAL PLATFORMS”

saa};unn —

KRISHNA KANT
Mumbal, 30 October

hree of India’s
biggest financial
regulatorsset the tone
fordiscussionson the
seconddayofthe
‘Business Standard BFST Insight
Summit 2025. The day Kicked off
witha fireside chat with Ajay Seth,
chairman of the Insurance

Insurance sector is currently at
unstable equilibrium: Irdai chief

The government's plan to allow foreign
direct investment (FDI) of up to 100 per
cent in the insurance sector could also
pave the way for global pension fund
‘managers to enter the market without
joint venture partners, as the FDI norms
under insurance and pension laws are
“joined at the hip", Pension Fund Regula-
tory and Development Authority
(PFRDA) Chairperson S Ramann indi-
cated in a fireside chat. Currently, FDI is
permitted upto74 percentinthe pension
fund management space.

The RBT depury g
ated on Central Bank Digital Currency
(CBDC) and politely brushed off sugges-
tions that it had failed to take off. “We are

await
Bill.

Deep Narayan Mukherjee, partner at
Boston Consulting Group (BCG), said:
“Ds

the data privacy

still experimenting and studying its
impact. Over 10 crore transactions have
taken place, but we are going slow to
understand potential effects - for
instance, whether CRDCs could replace

the other is ransomware, which is not
related to your customer. There are more
and moreinstancesglobally in thelast two
or three months where non-customer-
centric organisations’ businesses have

bank deposits. We are
ready, but our approach is cautious,” he
remarked.

pension
coverage inthe country, Ramannalsosaid

anage:
ment industry said that India’s grnw!ng

on 'Trust No One, Verify Everything:
Cybersecurity for the Digital Age'.

At the general Insurance panel dis-
cussion, the chiefs of general insurance

the regulator is allowing

economy them. The

that,

maller’ fund houses, on th
of small finance banks regulated by the
Reserve Bank of India. Such funds, with
lower capital requirements, could offer
products for underserved sections of the

industry is entering phaseasa
swelling pool of high-net-worth (HNI)
and ultra-high-net-worth individuals
(UHNI) fuels demand for

incli reats,

yberthr
and emerging workplace models, there
needs to be stronger collaboration
between insurers, and tech-

financial advice and innovative invest-

memmwmoﬂw

Regulatoryand Development population intier-Ili cities, MSME clusters, ment products. rlsks'. They also said there is a need to
Authority of India (Irdai), who maynothave  India’s have build
s atak A theLidR any social security cover. nearly doubled since 2021, with smaller = people and businesses against digital
regulator he has an open mind. In all, there were 15 sessions on the iti ibuting signil fraud, the risks
“As a regulator, this being my second day of the summit, to the growth. This associated with electric vehicles and the
firstappearance, Iwould liketo  €¢THE GOAL ISN'T TO REPLACE With fop axecutiyes f""“ Business Standard  suree. driven by gigeconomy.
assurethatThaveanopenmind.  THE DOLLAR, THAT'S life insurance, gener: 1 Atth sura :
mdou data, analysis, and the UNREALISI'IC BUT TO REDUCE insurance, private EQ“"Y BFS® INSIGHT | and a shift towards the chiefs of life insurers said that the
tives hear, Ireacha RISK FOR INDIAN BUSINESSES the payments industry, SUMMIT | financialisation, is recent reforms will make insurance
Conasion. put nothingisdone  BY ENABLING MORE wealth management, and — the The
i i i TRANSACTIONS IN RUPEESY) the microfinance industry wealth management  GST exemption in insurance will help
» = presenting  the way forward landscape, premiums, i
gencrating di “"“‘.’,“Sa‘:;‘wh T Rabi Sankar fortheirsectors. ible and le(h.nolugy ~driven, most panel-  and signal the government’s strong focus
’ Reserve Bank of India Deputy Gov- listsechoed. on insurance asan essentlal life necessity.
P + i emor T Rabi Sankar said that internation- Executives from the microfinance Crypto leaders and Industry experts
mamcing foran Inchusey batling *he said. alisation of the Indian rupee is not industry (MFI) said the worst is behind the government to introduce clear
. intended toreplacethedollarbuttoreduce ~ them after recent quarters marked by regulations for digital assets, warning that
premlum oo and “'Xl‘:‘t‘he‘ﬁles\lonofmore risk for Indian businesses by enabling liquidity rish and prolonged inty is driving innova-
especially the health allowing “Ifyoulookal ~slowing disbursements. “Now the situ- tionand talent overseas.
fiisiranios sector. Wak 156 RALFAlog the Reserve Bank's stance on capital ~ation isbetter. We have requested thegov-  Ina panel titled India's Crypto Cross-
anunstable b account convertibility, we have fairly con-  ernment to institute a larger guarantee  roads: Time for a Policy Rethink?, Dilip
equilibriumatthe sector’s capital needs. y u not fund of say, Chenoy (Bharat Web3. umit
moment. On thelife “The own capital of Snevent i e g it e Gupta_(ColnDCX), G Padmanabhan
side, there isalow- the insuranceindustry  Deen liberalising the capital account. onnndcnmmhanls ﬁald AlokMisra,CEO ~ (former executive director, RBI), and S B
8 ilibri i Today, barringa i of the Industry Network Sekar (head of APAC, Binance) said India
f,f.f‘.ﬂi':c.yequmb"m hapoe - a‘mm“ ‘,’;;";,‘},’L,b(';‘.’.}';‘f = capsand amount limits on ECBs (external  (MFIN). risks missing a $1.1 trillion opportunity by
wi f this, Flmson]y 80,000~ most inward  Another of
‘tolife capital ‘he said. day was a fireside chat with Arundhati an INR-backed stablecoin to reduce remit-

nology partnerstoaddress these “new-age

Accoring to Sankar, the regulator is
currently focused o inward

Bhattacharya, former banker and

tance costs and strengthen India’s monet-

capital flows given lhe country’s need for
capitalatits current stage of development,
butasthe Indian economy matures, ft will

and one of

y

ness leaders. “If you're a woman in India
with a career, you have to continuously

that with o7
per cent of stablecoins pegged to the US
dollar, Tndia must act to avoid dollar

look at ourward. flows.
“Trade is largely free, with only proce-
Juirements such as repatriation
timelines. We have already released two
draft proposals to simplify trade regula-
tions, reducing over 100 directives to a
ECBIib-

Sy
sibilities while taking on newer responsi-
bilities at work. There wil be times when
you feel it's not worth it, but you need to

‘acoeptthat this is how it will beand find a
viay| !amllgetahead shesaid.

Gupta added that “the best
time to regulate was yesterday; the next
best Is today.” While panellists were
divided on creating a separate regulator,
they agreed that India must move faston
pnnclple—hased flexible rules that bal-

eralisation s part of thisbroadereflort. Our
priority remains on facilitating inflows of
capitai first, followed by calibrated out-
flows,” hesaid.

Exec indus-
uy aSulEd that lndlan financial sector

and oversight. Without
clarity, they warned, India’s Web3 and
talent will continue to leave

Reserve Bank of India’s stringent require-
ments from the industry, even as they

for friendlier markets, eroding its leader-
shipin digital finance.
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