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India's microfinance firms' portiolio
oulsianding falls 14 pc in Q2FY26

New Delhi, (IANS) In-
dia's mlcroflnance f|rms
portfolio outstanding fell
over 14 per cent as of Se|
tember 30 to Rs 3,39,510
crore compared to Rs
4,08,049 crore at the end of
the second quarter last fis-
cal (Q2 FY25), data from a
report of MFIN showed on
Friday. Meanwhile, the mi-
crofinance bodies backed
by Non-Banking Financial
Companies are the largest

contributor to the sector with
39.2 per cent share in the
total MFIs' lending, followed
by banks at 314 per cent.

e SFB and NBFCs make
up the remaining share of
the portfolio. Amid the de-
cline in outstandings, the
microfinance portfolio has
declined by 16.8 per centin
the second quarter of the
current financial year
(Q2FY26), the report high-
lighted. FIN stated that as
of September 30, microfi-
nance operations are
spread across 36 states
and UTs and 718 districts.
"Continued funding
squeeze has resulted in a
sixth consecutive quarter
fall in the microfinance port-
folio to Rs 3.39 lakh crore.
This has resulted in nearly
50 lakh clients going out of
formal finance," its CEO
and Director, Dr Alok Mis-
ra, said. It is ironic as Port-
folio at Risk (31-90 days)
has improved to 1.09 per
cent, and 98 per cent of cli-
ents are within the MFIN
Guardrails, showcasing dis-
ciplined underwriting in the
sector, he added. "One
thing the sector needs now,
to ensure that the financial

inclusion gains built over
decades do not wither
away, is liquidity," Misra
said. Earlier, Crisil Ratings
in its report highlighted that
assets under management
(AUM) of NBFCs in India
will grow at a steady pace
of 18-19 per cent this fiscal
and FY27, to cross Rs 50
lakh crore by March 2027.
According to the report, the
growth will be driven by
whetted consumption, and
supﬁomve pol|c¥ moves
such as GST rationalisa-
tion, coupled with benign
inflation. These factors will
drive retail credit demand,
the firm said. However, risk
calibration and funding ac-
cess dynamics will impact
growth outlooks differently
across entities and asset
segments. "Vehicle finance
and home loans will see
steady growth amid inten-
sifying competition. Howev-
er, exercising due caution
on heightened customer le-
verage, NBFCs will adopt
risk-calibrated growth espe-
cially in the micro, MSME
and unsecured loan seg-
ments," Crisil Ratings' Chief
Ratings Officer Krishnan Si-
taraman said.
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The 10th Eastern India Microfinance Summit 2025 is set to take
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The 10th Eastern India Microfinance
Summit 2025 is set to take place on
December 10 at Dhono Dhanyo
Auditorium, Kolkata
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Kolkata, Znd December, 2025: The Association of Microfinance Institutions - West
Bengal (AMFI-WB) will be organizing the 10th Edition of Eastern India

Microfinance Summit 2025 in association with MFIN and Sa-Dhan, and
supported by Equifax as Knowledge Partner and MZ2i as Research Partner. This
vear the theme of the Summit is Reimagining Microfinance towards Viksit
Bharat. The 10th Eastern India Microfinance Summit 2025 will be held on 10th of
December 2025 at Dhono Dhanyo Auditorium, Alipore, in Kolkata.

India has set for itself an ambitious and transformative vision of becoming a
developed nation by 2047—Viksit Bharat. Central to this aspiration is inclusive
growth that reaches every household, especially low-income families and
women barrowers. Microfinance plays a pivotal role in bridging this gap by
ensuring equitable access to financial services for communities often excluded
from mainstream finance.
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The 10th Eastern India Microfinance
Summit 2025 is set to take place on
December 10 at Dhono Dhanyo
Auditorium, Kolkata
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In Marathwada, climate extremesand T
microfinance loans are driving women +
into a debt cycle

{3\ Sanjana Khandare

’4‘
02 Dec, 2025 | Parbhani, Maharashtra | 9minsread | <

As extreme weather deepens agricultural distress, women Aboufthe Reporter
excluded from formal credit systems are trapped between ) ]A
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@ Marathwada: Climate Extremes,
Microfinance Loans Driving Women Into
@ Debt Cycle

sanjana Khandare | 04 Dec 2025 India Politics

? As extreme weather deepens agricultural distress, women
g 2xcluded from formal credit systems are trapped between
microfinance pressure and shrinking livelihoods.
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Top Microfinance Companies in India (2025 List):
Services, Interest Rates & Eligibility

‘Discover the top microfinance companies in India with updsted 2025 insights. This guide covers the best MFls, services offerad. inferest
rates, eligibilty, and how to choose the nght microfinance insfitufion for your financial needs ™

SRR i
Top Microfinance Companies in

India (2025-26 List)
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('; Anjali Singh 8 mins read
Published: 3 December 2025

If you run a small business or need a small loan to manage your money, microfinance companies in India can

help you. These companies give small loans to support people who need easy access fo finance.

Let's understand what microfinance means and how it works. You will also find a list of microfinance

companies in India here.
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NBFCs to gain big; 25 bps RBI rate cut set to boost
NIMs:; LAP & home loan financiers to gain most:
Shweta Daptardar

. s .
By Handini Sanyal, ETMarkets.oom - Last Undabed: Dec O, 2025, DS00K00 A 15T - A& 0
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Syniopsls

ndia’s NEFCs are ==t to benefit fram the RBI'S 25 bps rate cut and Emproved liguidity,
with bsrger plavers and fived-rate retsil lEnders sepecied to see the stronpgest NIk
=yparsion. Elars Capital’s Shweis Daptardar ssys transmisssan will pick upin H2, rursl
dermiand is recovering, and microfmance siress is easing, suppoeting heslthier credit
growih ahesd

W vitiog =
Listen ta this article in summarized format

India’s NBFCs are poised for stronger net interest
margins (NIMs) and improved liquidity after the
REI delivered a 25-basis-point rate cut, taking the
cumulative reduction to 125bps in FY25.
According to Shweta Daptardar, Vice President—
Equity Research (BFS1-NBFCs] at Elara Capital,
the latest policy move will particularly benefit
large MBFCs and retail-focused lenders dealing in wehicle loans, LAF, and
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Mandinl Samal - ETMarkatooam

NBFCs to gain big; 25 bps RBI rate cut set
to boost NIMs; LAP & home loan financiers
to gain most: Shweta Daptardar

India’s NBFCs are et to benefit from the RBI's 25 bps rate cut and imiproved liquidity, with
larger players and fixed-rate retail lkenders expected to see the strongest Nl expansion. Ekama
Capital’s Shweta Daptardar says transmission will pick up in H2, rural dermand s recosering,

and microfinance stress is easing, supporting healthier credit growth ahead.
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India’s WEBFCs are poised fior stronger net interest margins (WIMs) and
improved liquidicy after the REI delivered & 25-hasis-point rate cut,
teking the cummilative reduction to 125 bps in FY225. According 1o Shivets
Dieprarder, Vice Presidenr—Equiry Research (BFSI-WNBFCs) &t Elars
Capizal, the latest policy mowve will partcularly benefit larze NBFCs and
rezail-focused lenders dealing invehicle loans, LAP, and home loans,

Retail NBFCs emerge biggest beneficiaries
Dieptarder notes that WBFC: heve navizsted a challensins environment
over the past veer, making the policy easing especielly timely

“This 25 bps rate cut and liquidity impronement auzurwell for NIM
expension. Lerger WBFCs end fixed-rete retail products like vehicle
finence, LAP, end home loens will benefit the most” she said.
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NBFCs to gain big; 25 bps RBI rate cut set to boost NIMs; LAP
& home loan financiers to gain most: Shweta Daptardar -
News Air Insight

December 8, 2025 / joyybannerjii
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India's NBFCs are poised for stronger net interest margins (MIMs) and improved liquidity after the REI deliverad a 25-
basis-point rate cut, taking the cumulative reduction to 125 bps in FY25. According to Shweta Daptardar, Vice
President-Equity Research (BFSI-NBFCs) at Elara Capital, the latest policy move will particularly benefit large NBFCs
and retail-focused lenders dealing in vehicle loans, LAR and home loans.

Retail NBFCs emerge biggest beneficiaries

Daptardar notes that NBFCs have navigated a challenging environment over the past year, making the policy easing
especially timely.

"This 25 bps rate cut and liguidity improvement augur well for NIM expansion. Larger MBFCs and fixed-rate retail
products like vehicle finance, LAR and home loans will benefit the most,” she said.

While systemic liguidity has remained adeguate, transmission from banks—especially to smaller NEFCs—has been
slow. The RBI's guidance that liguidity support will continue "as per evolving market conditions” strengthens the outlook
further.
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Our Bureau

Kolkata: The Reserve Bank of In-
dia wants microfinance compani-
es to explore new asset classes, in
order to bring stability in their
business as well as increase their
contribution to the economy.

At a microfinance seminar in
Kolkata, a senior RBI official said
lenders to the bottom of the pyra-
mid customer segment need to ex-
plore areas like inventory finan-
cingand capitalassetfinancingto
boost their secured portfolio.

“Far too long, the microfinance
sectorhasdependedonjointliabi-
lity group-based lending. They
need to explore inventory finan-
cing,capitalassetfinancinginste-
ad of giving only entrepreneurial
loans,” deputy general manager
in the department of supervision
DR Bagada said at the event
organised by the Association of
Microfinance Institutions
(AMFI)-West Bengal.

This was reiteration of what de-
puty governor Swaminathan J sa-
id about a month back. Non-ban-
king finance company-microfi-
nance institutions (NBFC-MFIs)
need tomove “from mono-product
to micro-enterprise finance”, the
DG said on November 14 at a Mi-
crofinance Institutions Network

THINK AHEAD Senior RBI official says firms need to think beyond liability
group lending and target areas like inventory and capital asset financing

‘MF1s Should Explore New
Asset Cla for Stability’

event in Mumbai.

“Product design needs to match
how small businesses actually
grow. A single working-capital lo-
anisoften thefirststep; but it sho-
uld progressively graduate into
inventory finance, capital asset fi-
nancing, and basic payments
support,” Swaminathan had said.

Inventory finance is typically a
short-term loan for businesses,
helping traders manage cash
flows between buying and selling.
Capital asset financing isarather
longer-term loan offered to buy
machinery and assets.

The central bank in June eased
the qualifying asset criteria for

NBFC-MFIs, allowing more portfo-
lio diversification. The RBI said
these entities must hold at least
60% of their total assets as microfi-
nance loans, a reduction from the
previous 75% threshold, allowing
more freedom in lending.

Afterthisrule, some NBFC-MFIs
tried to diversify lending, but the
expansion has largely been rest-
ricted to MSME loans, gold loans
andloans against property.

NBFC-MFTIs, especially the smal-
ler ones, are meanwhile lamen-
ting the lack of bank funding,
which is a major constraint for
them to scale business.

“Banks finance microfinance
companiesonly when theyneedto
meet their priority sector lending
target,” said Uttrayan Financial
Services managing director Kar-
tick Biswas, who was also the
secretary of the AMFI-WB.

Punjab National Bank general
manager Balbir Singh said that
banks are not averse to lending to
small entities but their lower
creditratings arean impediment.

“More than rating, grading of
microfinance companies could be
a better benchmark as getting an
‘A’ rating is difficult for smaller
entities,” suggested Jiji Mam-
men, executive director at Sa-
Dhan, a self-regulator for the
microfinance sector.
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City hosts Microfinance Summit 2025

The theme of this year’s summit centred around three interconnected pillars that
collectively shape the future trajectory of the microfinance sector.
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Microfinance institutions remain in pain even as green shoots
appear
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MFIs remainin paln even as green shoots appear

ABHUJIT LELE

Microfinance institutions (MFIs) are
inaspotofbother: A continuous
shrinking of their loan book and
liquidity support from lenders. The
fallout: The sixth consecutive
quarterly decline in their portfolio to
%1.31 trillion as of September 2025,
from ¥1.6 trillion in March 2024 with
about half a million customers get-
ting pushed out of the ambit of these
entities, according to data provided
by Microfinance Institutions
Network (MFIN).

Thesituation is similar for the
microfinance sector level across banks
and small finance banks (SFBS).

“Itisironicas the portfolio-at-risk
(31-90 days past due) has improved to
1.09 per cent and 98 per cent of clients
are within the guardrails, she
disciplined underwriting in the sector,”
laments Alok Misra, chief executive
officer (CEO) and director, MFIN.

According to Jiji Mammen, execu-
tivedirectorand CEO of Sa-Dhan,
MFIs are now in a much better posi-
tion and many of the issues plaguing
thesector in recent times have been

longer a major issue,” he says. His
point: Lenders to MFIs should con-
sider thisaspect.

~ /‘
The loan book of rmcmﬁnance institutions is shrinking

lenders fell to 24.8 per cent (34.7 per
cent). This trend reflects astrong regu-
latory push towards borrower protec-

dds d. “Asaresult, over-leverag

and lending concerns have been cor-
rected toa great extent and are no

under d ! d credit

costs, interest reversals, and higher
operatingexpenses,” it said.

Asenior risk-management execu-
tive with an MFI pointed out that
besides doors being shut on genuine
clients, some borrowers in joint liabil-
ity groups who have the ability to
repay are also holding back in honour-
ing their commitments. Thisisdueto
fears that MFIs may not givea fresh
loan after repayment. This raises the
risk of an uptick in stressed loans,
though it may not be substantial.

‘The worst may not be over. With
state elections next year — when
political parties typically throw fiscal
caution to the winds while promising
freebies — MFIs fear theirimpact on
credit discipline and have raised the
issue of loan waivers with Mint Road
and North Block. Assam, Kerala,
‘Tamil Nadu and West Bengal goto
pollsin 2026.

Again, it is not just MFIs, but banks
—both universal and SFBs (which
fund MFIs and alsodirectly give
microfinance loans) — which have

AsIndia Ratings and Research tion, aimed atimproving portfolio
(Ind-Ra)seesit, theimplementationof quality and mitigating systemic risk in
new MFI guardrails restricting bor- the sector, Ind-Rasaid.
rowers toamaximum ofthxee lenders CareEdge held that early signs of
hasbegun to red imp; arevisible, whereby
ness risk. The share of MFI portfolios P i ined
wlthexposure to more than four to 3.7 per cent in September 2025, down

dersdeclined to 10 percentinJune by 100 basis points from March 2025,
2025(from 19.2 percentinJune2024),  aided by write-offs and cautious lend-
whileaccounts with morethanthree  ing. “However, profitability remains

turned They have tumed
away many eligible borrowers to pro-
tect their asset quality profile. So, the
tally of people pushed out from the
ambit of MFIs (and formal finance)

may be bigger than the five million
put by MFIN.

Articulating the stand as a lender
to NBFC-MFTs, C S Setty, chairman of
State Bank of India, told Business
Standard: “We have never shied away
from lending to NBFCs. We are the
largest lenders to NBFCs. And inci-
dentally, the largest portfolio for single
sector exposure is NBFCs.
never denied credit toan MFI wh:ch
isdeserving.”

Matters could improve ifthe
Reserve Bank of India (RBI) were to
give Section 8 companies, or not-for-
profitentities, involved in microfi-
nance access to credit information
companies (CIC). Under the CIC
(Regulation) Act (2005), only RBI-
regulated entities are allowed to hook
into credit bureaus — that issharing
data with and accessing it from them.

MFIs not only feel there has been
animprovement in the business, but
hope of achange inapproach given
that a credit guarantee scheme (the
demand is for ¥20,000 crore) for the
sector is in the works. While the
scheme may indeed be helpful, Misra
is sceptical of it becoming operational
in the near term, given the Finance
Ministry’s preoccupation with the
Budget-making exercise for FY27.
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Overview

India's microfinance sector is facing a serious downturn, marked by the
sixth consecutive quarterly decline in its loan portfolio. As of
September 2025, the total portfolio stands at 21.31 trillion, down from
21.6 trillion in March 2024, impacting roughly half a million customers.
This liquidity crunch also affects banks and small finance banks,
signaling broader sector challenges.
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AMID RISING DEFAULTS, SLOWER REPAYMENTS

Govt Plans Credit
Guarantee Scheme
to Ease MFI Stres

Finance ministry
hopes to encourage
bank lending to MFIs
hit by liquidity crunch
Atmadip Ray

Kolkata: The finance ministry is
preparing a credit guarantee sche-
me to support the stressed microfi-
nance sector, two people in the
know said. The sector is longing
for government backing amid the
ongoing asset quality stress.

The scheme would encourage
banks to lend to microfinance in-
stitutions (MFIs), especially the
smaller ones, which are facing li-
quidity crunch amid limited ac-
cess to bank funding. An announ-
cement to this end is likely in the
2026 budget, people cited above
said. The likely size of the gua-
rantee programme is notknown.

This will be similar to the Credit
Guarantee Scheme for Microfi-
nance Institutions (CGSMFTI) rol-
led out during the pandemic in
2021. At that time, the government
had set up a 7,500 crore guarantee
fund to encourage bank lending to
micro-lenders. The scheme was in
forcefrom June 2021 to March 2022.

Industry bodies Microfinance In-
stitutions Network and Sa-Dhan
have sought similar support seve-
raltimesoverthepastfewquarters.

Sa-Dhan executive director Jiji
Mammen said banks are reluctant
to lend to MFIs, especially to the
smaller ones, leading to severe li-
quidity constraints.

“Institutional funding and bank
loans are the raw material for
MFIs. Without this, small and me-
dium sized entities are facing diffi-
culty todotheir regular business,”
Mammen told ET. “Any comfort
for the financial institutions
which lends to MFIs will be useful
toimprovethe situation. A govern-
ment guarantee programme, as gi-
ven during Covid-time, can add-

7 p&

ressthisissuetoagreat extent.”

The National Credit Guarantee
Trustee Company (NCGTC), a
wholly-owned trustee company of
the government, would provide
the guaranteed cover. In the 2021
scheme, NCGTC provided a cover
of upto75% of loan, if there wasa
default. The department of finan-
cial services, which is believed to
beinthefinal stagesof draftingthe
scheme, did notrespond to queries.

Banks stopped funding to low ra-
ted MFIs as the stress on the gro-
und lingered, while the repayment
from overleveraged end-borro-
wers remained slow, leading to the
liquidity crunch. The availability

of lendable

INDIVIDUAL resources

UNDERWRITING AT [IRRCETIGS

coRe OF KOTAK's RGN

MICROFINANCE disbursal.

RESET On the

»» SMART otherhand,

INVESTING the low-in-
come bor-
rowers typically slow repayment
when they anticipatearejection in
new credit delivery.

Lenders to the bottom of the pyra-
mid borrower segment in general
turned very selective and stopped
lending to the overleveraged borro-
wers. This led to a contraction in
the microfinance market with the
gross loan portfolio having stood at
¥3.46 lakh crore at the end of Sep-
tember, falling steadily from the re-
cord high of #4.341akh crore seen at
the end of March last year, data
from Crif High Mark showed.

The portfolio for NBFC-MFTIs sto-
od reduced at ¥1.34 lakh crore, re-
gisteringa17.4% decline from 21.62
lakhcrore a year back.
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Government plans credit guarantee scheme
to ease MFI stress

The scherme would encourage banks to lend to microfinance institutions [MFls), especially
the smaller ones, which are facing liguidity crunch armid limited access to bank funding. &n
announcernent to this end is lkely in the 2026 budget, people cited abowe said. The liloely sine

of the guarantes prograrmme is not known,
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Eolkata: The finence minisory is prepering & credic guarances scheme
support the sressed microfinence sector, Two pecple in the knotsr said.
The secior is longins for government backing amid the ongoing asset
qualiry stress.

The scheme would encouraze benks to lend to microfinance institutions
(MFIs), especially the smeller ones, which are facing houidity crunch
amid limited ecoess oo bank fundine. An announcement to this end is
likely in the 2026 budze:, people cited above seid. The lkely size of the
SuEranies prOSTEIMIME i5 Not ket

This will be similer to the Credit Guerantes Scheme for Microfinenee
Institusions (CGESMFT) relled cut durins the pandemic in 2021, Ar that
time, the govermment hed sez up 8 7,500 crore guarences fund o
encourese benk lendine to micro-lenders. The schemes was in forcs from
Tame 2021 to March 2022
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people cited above said. The likely size of the guarantee programme is not known.

Government plans credit guarantee scheme to ease MFI stress

Kolkata: The finance ministry is preparing a credit guarantee scheme to support the stressed microfinance sector, two
people in the know said. The sector is longing for government backing amid the ongoing asset quality stress.

The scheme would encourage banks to lend to microfinance institutions (MFls), especially the smaller ones, which are
facing liquidity crunch amid limited access to bank funding. An announcement to this end is likely in the 2026 budget,
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Daily Voice: Good time for investors to enter Indian
equities, Sonal Minhas sees mid-teen returns for
2026

Sonal Minhas believes that high quality banks/NBFCs with MSME, personal and corporate
credit exposure should grow well from hereon.

—— SUNIL SHANKAR MATKAR | oeceuzezzo 2028 107:07 157 B soinus a Feliow Us G :g;n:;:vmn

| Som—
Sonzl Minhas iz the Founder 2t Prescient Capital

Sonal Minhas, founder at Prescient Capital, believes that this is a good time for investors to enter Indian
equities as he sees mid teen returns for CY26.

According to him, Q3 and Q4 earnings growth will be better than Q2 growth and the overall earnings
growth for FY26 for the companies could be in the range of 12-15%.

The sectors that had dampened the earnings growth for the previous & quarters namely IT, banking and
consumption have demonstrated better numbers than Q2 FY26 and have a strong growth/revival outlook
for the balance of the year, he believes.
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Mint Road: Charting a transformation path for finance and business
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ADPAGIORSER




powering
I l' | ” l esponsible

MICHOFINANCE INDUSTRY NETWORK

Publication :Business Standard

Date :29-12-2025

Editionr Mumbai, AhmedabadBangalore,
Page No: 14

URL https://www.businessstandard.com/amp/finance/news/mintoad-chartinga-

transformationpath-for-financeand-businesan-2025125122800637 1.html

Mint Road: Charting a
transformation path

The year 2025 laid the foundation for tectonic shifts in financial and business
domains, like amove to open up M&ASs o bank linancing, reports Raghu Mohan

2 AJAVA KUMAR MOHANTY

MINT ROAD IS UNDERSTANDABLY
CAUTIQUS. TS DRAFT STATES
BANKS' AGGREGATE M&A FINANCE
EXPOSURE IS NOT TO EXCEED
10 PER CENT OF THEIR TIER-
CAPITAL; IT'S TO BE MADE
AVAILABLE ONLY TO LISTED
COMPANIES WITH A

“SATISFACTORY” NI
AND PROFIT-| MAKING RECORD
OF THREE YEARS. AND,

THEY CAN FINANCE ONLY UP

TO70 PER CENT OF THE
ACQUISITION VALUE

forevery 2100 of deposits. Thiswill bethe
‘cap, and the better-rated banks will pay lower,

‘What's less known is this archilecture —
radical as it may appear— s not anev con-
cept. It was flagged by the Jagdish Capoor (he
‘wasa former deputy governor of RBI) work-
Inggroup on Reforms in Deposit Insurance,
1999: the Comittee on Credit Risk Model,
2006 (set up by the DICGC); and the Jasbir
Singh Commiltee on Differential Premium
System for Banks, 2015. Incidentally, the
Singh committee was set upafter the issue of
risk-based premium was discussed atthe
RBI'sboard meeting held on October 16,2014,

Itwas also felt DICGC could “explore the
possiblity of putting In place a differential
premium within the cooperative sector link:
Ingitto governance and risk profile of cooper-
ative banks." The RBI has decided to e
thislast-mentioned aspect of deposit insur-
ance as well. The mess at the Mumbal-based
New IndiaCooperative Bank in early 2025 had
putthe spotlight on it. M Nagaraju, secretary,
Department of Financial Services, had also
sald tharahike inthe sum covered isunder
consideration. This s speculated to move up
tos5lakh fromthe current 25 lakh.

Ttagain tells you that course corrections
will not beepisodic; Mint Road is for taking
longer-term positions with periodic reviews.
As M Rajeshwar Rao, former deputy governor
of the RBI noted (August 19, 2024), a growing
and formalising economy can naturally be
expectedtoseeasharp inerease in both pri-
mary and secondary bank deposits, riving
awedge between the desirable insurance
reserve requirement and the available
reserve”, And, considering multiple factors
like growth In'the value of bank deposits,
‘economic growth rate, inflation, increase in

A hasbeen The regula- Jus ote,“a
ng 2022) YVReddy  slon y ", ifan
Ithasthus the first RRA in ision i
far . itwould be
ts fundi September i quickest
I forfiveyears) ithas moved northwards only once (n e
rupee book], and a few select ‘group on regulation has been ary 2020) compared tothe four times
shadow banks. Thisissetto Itcompris between 1968 (first hike) and 1980. DICGC
S T T o T
“Commercial banks: Capital i i i
marketexposure”
oy [EIID| Cr Sipens
on the M&A business (which b ‘What is pos
partofthe wider investment NEWRULES  that newUCB licences are to be issued. The health
bankingsuite), bnks —irrespec-  NEVW WORLD  hotrs (and r s improved.
tive ofthe colourof their capital — Deposit or- Flashback: The number of UCBssurged in
will get . pesare
set caln itlsnotthat  polcy. W
deal volumes are well above the:! “nnmllum gulation the' 1ks il Al

‘mark. This, of course, will callfor rewiring
banks (once the operational guidelines are
issued) when they step into the trade. Tt will
segue lenders witha collateral-backed legacy
with the equities markets.

Mint Road Is understandably cautlous. Its
draft states banks'aggregate M&A finance
exposure s not to excced 10 per cent of their
Tier-] capital; it’s tobe made available only 1o
listed companies with a “satisfactory” net
worthand profit-maki
years. And, they can finance only upta70 per
centofthe acquisition value; the reststobe
brought in by the acquirer as equity using its
funds. It's clear that only the bigger banks will
gettoplaya meaningful role In thisarea.
What is interesting is that the Reserve Bank of
India (RB) issued its drafton the subjectin
double-quick time. Tn August, State Bank of
India (SBI) Chairman CS Setty had lifted the
vellonasubjec longspoken ofincoporsee

NiEAs? And e ndian Danks Ascocation
(ofwhich Senysthechalrman)sto“makea
rmal request” to Mint Road to make way for
o i lineyou had the
draftissucd for feedback from stakeholders.
‘Thingsare surely changing fast.

Outwiththeold
Afar-reaching reform measure which has
notgotthe attention it merits s Mint Road's
setting up the Regulatory Review Cell (RRC).
itwill be housed in the Department of Regu-
lation (effective October1, 2025). The man-
date: 1o ensure that regulations are subject 1o
acomprehensive and systematic internal
review every 57 years. What it tells you is
that Mint Road has takena long-term view —
that such an exercise cannot be episodic,
that to0ina fast changing Anancil worid
withtechnology altering buslness models.
This s a futurewherein bath regulated
entlties and the regulator will be on a steep-
learningcurve.

Acloser reading Informs you of the scope
of its coverage — notjust banks (be it state-
run, privare or small finance banks), but also
non-banking financial companies (NBFCs),
and urban cooperative banks.

Now, acriticlsm frequently directed at
Mint Road is that its consultative process
comesacrossas perfunctory. Drafts for indh
try feedback and the operational circulars

anta Das had sel

R

12 paise

unsound. Starcing FYo4, RBI iitiated a pro
cess of consolidation. This included amalga-
‘mation of unviable UGBS with their viable
‘counterparts, closure of non-viable entities
and suspension of issuance of new licences.
Asaresult, the number of UCBs fell to 147210
FY24 from 1,926 in FY04, The move tolicence
new UCBs isalsoa key step towards realising
the “Delhi Declaration 2025 in November)
adopledat (hLimemui(sz conference —
“Co-OpKu organised by the
National Fedemmn ofUCRsand Gredit
Soceties. This s toserve as aroadmap for the
‘expansion of UCBs. Within the next five
years,an UCB Is to be established in every city
withapopulation of over 200,000.

Union Home Ministerand Minister of
Cooperation Amithah said thar UCBs must
carry out their core functions with a multi-
sectorapproach forthe empowerment of
‘youngentrepreneurs, self-help groups, and
the weakersections of soclety. The goal: It has
‘tobe awin-win game here on.

SROssettle in
Atad overtwo years after Mint Road flagged
the nead fora self regulatory organisation
(SRO)architecture, the building blocks are in
place. Sharing space with legacy SROS (Sa-
dhan, and the MicroFinance Institutions Net-
work), you now have The Fintech Association
for Consumer Empowerment, the Unlfied
Fintech Forum (which is the rebranded Digi
tal Lenders Association of India), the Finance
Industry Development Council, and Fixed
Income Money Market and Derivatives
Amicipool k.
aggregalors, business comespon-
demsand UCBsare alsoplanningtohaveSROs
fortheir respective sectors. The Business Corre-
spondent Forum of Indiajsto partner with the
India Fintech Forum toco-create astronger
SRO. Forindustry support, it hasteamed up
with the Internet and Moblle Assoclationof
Indiaand formedachapter with their help:
LAMAI-BCFL UCBs plan to make the National
Urban Co-operative Finance & Development
Corporation an SO, An lssue which has not
‘been addressed is the coordination between
SROs. I theretobea mirrorimage of
Financial Stabiliry and Development Council
setupin December 2010 — the coordinating
agency for financial regulators — chaired by
the finance minister?
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RBI asks microlenders to monitor stress build-up
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Synopsis

Mumbai: The Reserve Bank of India on
Monday asked micTofinance
institutions to monitor the stress build-
up on their books going forward.

In the trend and progress in banking
report for FyY25, which comes amid a
raft of measures impacting the industry
in Karnataka and Tamil Madu, the RBI
also said disbursements were lower in southern states in the fiscal year.

mMoting that a slew of mezsures have bean taken by the industry to improve its
performance, the report said, "Going ahead, regulared entities need to monitor
the build-up of stress in the segment
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REI asks microlenders to monitor stress
build-up

The Reserve Bank of India has urged microfimance institutions to monitor stress build-up on
their books, noting lower disburssments in soutbern states. This comes as the industry
adopts guardrails to ensure steady growth, following challenges like borrower ower-leverage.
The RBI's revised famework aims for systemic and sustainable growth while fostering

financial inclusion.
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Murnbei: The Reserne Bank of Indis on Mondsy asked microfinance
institutions to monitor the stress uild-up on their books going forwerd.

In the trend and progress in banking report for F¥235, which comes ermid
8 raft of measures impacting the industry in Karmeteke end Termil MNadu,
the REI alzo seid disbursements were lower in southern states in the
fizcal year

Woting thet a slewr of meesures have been teken by the industry to

improne its performance, the report said, "Zoing eheed, reguleted
enfities nesd 1o meonitor the build-up of stress in the segment.

Crrer the last fewr gquarters, lenders have faced challenses on the MFI
fromt, stemmming from over-leverese emons borrowers, which led to the
industry coming together and adopting & set of guardreils, inchuding
limiting the mumber of loans that can be given to 2 single borrowrer.

ADFACTORS P

Reputation & Critical Issues Advisory



https://bfsi.economictimes.indiatimes.com/articles/rbi-asks-microlenders-to-monitor-stress-build-up/126242931?utm_source=newslisting&utm_medium=latestNews
https://bfsi.economictimes.indiatimes.com/articles/rbi-asks-microlenders-to-monitor-stress-build-up/126242931?utm_source=newslisting&utm_medium=latestNews

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

Date :29-12-2025 " Page No: NA

URL https://legal.economictimes.indiatimes.com/news/gelators/rbirurgesmicrolendersto-
addressstressin-sectoramid-financial
challenges/126237300?utm_source=top_news&utm_medium=sectionListing

RBI asks microlenders to monitor stress
build-up

n the trend and progress in banking report for FY25, which comes amid a raft of measures
impacting the industry in Karnataka and Tamil Nadu, the RBI alzo said disbursements were

lower in southern states in the fiscal year

Onilne Bureau « PTI :
Publobetd On Oec 20, 202% wi 11y 2 | < (M) -

The Reserve Bank of Indie on Monday asked microfinance institutions to
monitor the stress build-up on their books going forward.

In the trend and progress in banking report for F¥25, which comes emid
& raft of measures impeacting the industry in Karnatske end Temil Nadu,
the REI also seid disbursements were lower in southern states in the
fiscal year.

Noting that a slew of megsures have been taken by the industry to
improve its performance, the report ssid, "Going eheed, regulsted
entities nead to monitor the build-up of stress in the segment.
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RBI asks microlenders to
monitor stress build-up

PRESS TRUST OF INDIA
Mumbai, December 29

THE RESERVE BANK of India
on Monday asked microfi-
nance institutions to monitor
the stress build-up on their
books going forward.

In the Trend and Progress
in Banking report for FY25,
which comes amid a raft of
measures impacting the
industry in Karnataka and
Tamil Nadu, the RBI also said
disbursements were lower in
Southern states.

Noting that a slew of mea-
sures have been taken by the
industrytoimprove its perfor-
mance, the report said,"Going
ahead, regulated entities need
to monitor the build-up of
stress in the segment.

Over the last few quarters,
lenders have faced challenges
on the MFI front, stemming
from over-leverage among
borrowers, which led to the
industry coming together and
adopting a set of guardrails,
includinglimiting the number
of loans that can be given to a
single borrower.

The RBI report said the
guardrails, introduced by the
self-regulatory organisations
Microfinance Institutions Net-
work (MFIN) and Sa-Dhan, pri-
oritised a “steady and cali-
brated growth”in the sector.

“The microfinance sector,
however, experienced stress,
with all lenders, excluding
other NBFCs (NBFCs excluding
NBFC-MFIs), recording con-
traction in credit as of March-
end 2025 itadded.

The RBI's own revisions in
the regulatory framework for
microfinance loans, intro-
duced in 2022, by eliminating
interest rate caps while intro-
ducing standardised rules, laid
the foundation for “systemic
and sustainable growth”of the
sector, it said.
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Microfinance loan performance needs close monitoring,
RBI cautions NBFCs

The REB/ has flagged nising stress in microfinance loans, urging NBFCs to balance growth with sound pracfices, even as overall
assef quality in the sectfor improved

The RBI zlso highlighted that akhough the share of borrowing from banks in total borrowings of NBFCs moderated, it continued to
be significant

Anupreksha Jain | Mumbtai

5 min read Last Updated - Dec 29 2025 8:11 PMIST e e Q&“-& <& 0
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RBI asks microlenders to monitor stress
build-up

REI urges microfinance institutions to monitor stress as southern

states see lower disbursements. SHGs credit access rose, but JLGE

loans dropped 58 parcent in 2024-25, says REI report.

"

®© 2 Min Read
Impact Shorts Choose + G o
20) Mk, Mot Easy CNBC TV18 on Google ©

The Reserve Bank of India on Monday asked microfinance

institutions to monitor the stress build-up on their books going
forward.
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RBI asks microlenders to monitor stress build-up
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Mumbai, Dec 29 (PT1) The Reserve Bank of India
on Monday asked microfinance institutions to
wews monitor the stress build-up on their books

BUSINE§§ going forward.

In the trend and progress in banking report for

FY25, which comes amid a raft of measures
Repruartatisne image ) rugu: Newy 12 impacting the industry in Karnataka and Tamil

Nadu, the RBI also said disbursements were
lower in southern states in the fiscal year.

Moting thar a slew of measures have been taken by the industry to improve its performance,
the report said, “Going ahead, regulated entites need to monitor the build-up of stress in
the segment.

Owver the last few quarters, lenders have faced challenges on the MFI front, stemming from
over-leverage among borrowers, which led to the industry coming together and adopting a
set of guardrails, including limiting the number of loans that can be given to a single
borrower.

The BBl report said the guardrails, incroduced by the self-regulatory organisations
Microfinance Instimutions Nerwork (MFIN) and Sa-Dhan, prioritised “steady and calibrared
growth” in the sector.
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RBI Asks Microlenders To Monitor Stress Build-Up
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RBI Flags Stress Risks In Microfinance Sector

RBI has asked microfinance lenders to closely monitor stress build-up as credit
growth slows, especially in southern states, amid borrower over-leverage and
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RBI Flags Rising Stress In Microfinance, Urges Lenders To Rein
In Risk & Pursue Calibrated Growth

The RBI has cautioned microfinance institutions to closely monitor rising stress as borrower over-
leverage weighs on the sector. Its FY25 banking report noted credit contraction among most lenders,
lower disbursements in southern states, and a sharp decline in JLG loans. While regulatory reforms
support sustainable growth, the central bank urged calibrated expansion and vigilance going ahead.

PTI | Updated: Tuesday, December 30, 2025, 09:31 AM IST v ® |
| L @ ‘ Q JUST TAP ON YOUR
WHATSAPP. AND THE
WORLD IS HERE.
No paywall. No fake news.

Get FPJ on
WhatsApp.
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RBI asks microlenders to
monitor stress build-up

The Reserve Bank of India (RBI) on Monday asked
microfinance institutions to monitor the stress build-up
on their books going forward. In the trend and progress
in banking report for FY25, which comes amid a raft of
measures impacting the industry in Karnataka and Tamil
Nadu, the RBI also said disbursements were lower in
southern States in the fiscal year. Noting that a slew of
measures have been taken by the industry to improve its
performance, the report said, “Going ahead, requlated
entities need to monitor the build-up of stress in the
segment. Over the last few quarters, lenders have faced
challenges on the MFI front, stemming from over-
leverage among borrowers, which led to the industry
coming together and adopting a set of guardrails,
including limiting the number of loans that can be given
to a single borrower. The RBI report said the guardrails,
introduced by the self-requlatory organisations
Microfinance Institutions Network (MFIN) and Sa-Dhan,
Prio:itised "steady and calibrated growth” in the sector.

The microfinance sector, however, experienced stress,
with all lenders, excluding other NBFCs (NBFCs
excluding NBFC-MFIs) -recording contraction in credit as
of March-end 2025," it added. The RBI's own revisions in
the regulatory framework for microfinance loans,
introduced in 2022, by eliminating interest rate caps
while introducing standardised rules, laid the foundation
for "systemic and sustainable growth” of the sector, it
said. The central bank also said that the framework
fosters social equity and empowerment by serving as an
effective instrument for advancing financial inclusion.
The number of SHGs (self-help groups) accessing credit
from banks increased to 55.6 lakh in 2024-25 from 54.8
lakh in the previous year, it said, adding that lower
disbursements in the southern region led to a
moderation in the amount of loans disbursed by banks
to SHGs. Savings balances of SHGs with banks rose 9.7
per cent to ¥70,000 crore, while their outstanding loans
from banks increased by 17.2 per cent to ¥3 lakh crore,
the RBI report said. The amount of loans disbursed by
banks to joint liability groups (JLGs), which are informal
credit groups of small borrowers, declined by 58 per cent
during 2024-25, it added.
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‘Microfinance institutions asked to monitor stress build-up’

The disbursements were lower in southern states in the financial year 2024-25, the RBI said in its report

MUMBALI: The Reserve Bank
of India (RBI) on Monday asked
microfinance institutions to
monitor the stress build-up on
their books going forward.

In the trend and progress in
banking report for FY25, which
comes amid a raft of measures
impacting the industry in Kar-
nataka and Tamil Nadu, the RBI
also said disbursements were
lower in southern states in the
fiscal year. Noting that a slew
of measures have been taken
by the industry to improve its
performance, the report said,
“Going ahead, regulated entities
need to monitor the build-up of
stress in the segment.”

Over the last few quarters,
lenders have faced challenges on
the MFI front, stemming from
over-leverage among borrowers,
which led to the industry com-
ing together and adopting a set
of guardrails, including limiting

Closer Look

» Noting that a slew of measures have been taken by
the industry to improve its performance, the report said

» ‘Going ahead, regulated entities need to
monitor the build-up of stress in the segment

» The RBI report said the guardrails, infroduced by the
self-regulatory organisations MFIN and Sa-Dhan, priori-
tised ‘steady and calibrated growth’ in the sector

the number of loans that can be
given to a single borrower.
The RBI report said the
guardrails, introduced by the
self-regulatory organisations
Microfinance Institutions Net-
work (MFIN) and Sa-Dhan, pri-

oritised “steady and calibrated
growth” in the sector.

“The microfinance sector,
however, experienced stress,
with all lenders, excluding other
NBFCs (NBFCs excluding
NBFC-MFIs) -recording con-

traction in credit as of March-
end 2025, it added. The RBI's
own revisions in the regulatory
framework for microfinance
loans, introduced in 2022, by
eliminating interest rate caps
while introducing standardised
rules, laid the foundation for
“systemic and sustainable
growth” of the sector, it said.
The central bank also said
that the framework fosters
social equity and empower-
ment by serving as an effective
instrument for advancing finan-
cial inclusion. The number of
SHGs (self-help groups) access-
ing credit from banks increased
to 55.6 lakh in 2024-25 from

54.8 lakh in the previous year,
it said, adding that lower dis-
bursements in the southern
region led to a moderation in
the amount of loans disbursed
by banks to SHGs.

Savings balances of SHGs
with banks rose 9.7 per cent
to Rs 70,000 crore, while their
outstanding loans from banks
increased by 17.2 per cent to
Rs 3 lakh crore, the RBI report
said. The amount of loans dis-
bursed by banks to joint lia-
bility groups (JLGs), which
are informal credit groups of
small borrowers, declined by
58 per cent during 2024-25,
it added. 1]
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RBI asks
microlenders to
monitor stress
build-up

THE Reserve Bank of India
on Monday asked microfi-
nance institutions to moni-
tor the stress build-up on
their books going forward.

In the trend and progress
in banking report for FY25,
which comes amid a raft of
measures impacting the
industry in Karnataka and
Tamil Nadu, the Reserve
Bank of India also said dis-
bursements were lower in
southern states in the
fiscal year.

Noting that a slew of
measures have been taken
by the industry to improve
its performance, the report
said, “Going ahead, regulat-
ed entities need to monitor
the build-up of stress in the
segment”,

Over the last few quar-
ters, lenders have faced
challenges on the MFI
front, stemming from over-
leverage among borrowers,
which led to the industry
coming together and adopt-
ing a set of guardrails,
including limiting the num-
ber of loans that can be giv-
en to a single borrower.

The RBI report said the

, introduced by
the self-regulatory organi-
sations Microfinance
Institutions Network
(MFIN) and Sa-Dhan,
prioritised “steady and
calibrated growth” in the
sector. The Reserve Bank of
India’s own revisions in the
regulatory framework for
microfinance loans, intro-
duced in 2022, by eliminat-
ing interest rate caps while
introducing standardised
rules, laid the foundation
for “systemic and sustain-
able growth" of the sector, it
further said.
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RBI Asks Microlenders to Monitor Stress Build-up
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R8I urges microfinance nstitutions to monitor stress build-up. Repart highlights lower disbursements in southem states in FY235.

IRusyation: Dominic Xavier/Rad*f.com

Mumbai, Dec 29 (PTI) The Reserve Bank of India on Monday asked microfinance institutions to monitor the stress
build-up on their books going forward.

In the trend and progress in banking report for FY25, which comes amid a raft of measures impacting the industry in
Kamataka and Tamil Nadu, the RBI also said disbursements were lower in southem states in the fiscal year.

Noting that a slew of measures have been taken by the industry to improve its performance, the report said, "Going
zhead, regulated entities need to monitor the build-up of stress in the segment.

Over the |ast few quarters, lenders have faced challenges on the MFI front, stemming from over-leverage among
borrowers, which led to the industry coming together and adopting a set of guardrails, including limiting the number
of loans that can be given to a single borrower.
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Overview

The Reserve Bank of India has directed microfinance institutions to
closely monitor stress build-up in their loan portfolios. This directive
comes as the RBI's Trend and Progress in Banking Report for FY25
notes lower disbursements in southern states, despite industry efforts
and self-regulatory measures like guardrails to ensure steady growth.
The central bank aims to foster systemic and sustainable growth while

promoting financial inclusion
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RBI asks microlenders to monitor
stress build-up

Reserve Bank of India (RBI) on Monday asked microfinance institutions to

monitor the stress build-up on their books going forward

R8I asks microlenders to monitor stress build-up  FSU Waten

PSU Watch Burcau

New Delhi: The Reserve Bank of India {RBI) on Monday askad microfinance
institutions to monitor the stress build-up on their books going forward.

In the trend and progress in banking report for FY25, which comes amid a raft of
measures impacting the industry in Karnataka and Tamil Nadu, the REI also said
disbursements were lower in scuthern states in the fiscal year.

DF
Rep

DFAGTORSER

ttttttt &



https://psuwatch.com/newsupdates/rbi-asks-microlenders-to-monitor-stress-build-up

Date :30-12-2025 PageNo: NA

URL https://jantaserishta.com/business/regxpressesoncernover-growingpressurein-
microfinancesectorcallsfor-cautiousgrowth-4485516

RBI 3 ATSHIGIEAY | 9¢d gd1d W a1 Sa1s, Ta-THsd MY 31 HI
Fel

43.02 v
nidhi

Murnbai: HReT Figrd §o = SIHaR 1 AISHiws -8 ST 3 SE 5§ S T S0 999 W 960 8 I 9N W@ | Fy25 3 o 3 e §
T iR T H, O Slee SR eI H SR OR SR SIOH aTd & Ul & A o7 6, RBI 5 T8 Wi wel i 5 s saw H aféut et
Hfsmdiemadl

20 & a1 & o St 7 S0 IR B §5a% 5 & (00 B8 HeH 33U | UiE & er T 3, i gus, VEe s Ul B 55 4ihe

T gg0 T W AoR TEH B e ¢ | e 7o ot § ded o MR 3 A W T o e S OST ©, O SRS & Sl SieR-oa |
UeT 28 &, fores PRI S S5 Ud T A 3R $F eI HATY, [ U aier of G o 9o are aF & e & fifie oo G afia )

ADPAGIORSER



https://jantaserishta.com/business/rbi-expresses-concern-over-growing-pressure-in-microfinance-sector-calls-for-cautious-growth-4485516
https://jantaserishta.com/business/rbi-expresses-concern-over-growing-pressure-in-microfinance-sector-calls-for-cautious-growth-4485516

Microfinance Sector Shows Steady Recovery Amid Portfolio
Contraction

ADPAGIORSER




powering
I l' | | lrr«pcm-«ihlc-
MICROFINANCE XD Twonk

Publication :onlinenews9.in Edition- Online

Date :30-12-2025 Page No: NA

URL https://onlinenews9.in/education/microfinancsectorshowssteadyrecoveryamid-portfolio-
contraction/

B TUE. DEC 30TH, 2025 Trending News: @ India, Odisha, Bhubaneswar

Online News

Advertising Banner Read More
9 Lorem Ipsurm Dummy Text Here. EssSSa

Onlne News For You

Business  Health Technology  MNews  Contact  Privacy Policy e
C

Microfinance Sector Shows Steady Recovery Amid Portfolio
Contraction

Home / Microfinance Sector Shows Steady Recovery Amid Portfolio Contraction

Microfinance Sector Shows Steady
Recovery Amid Portfolio Contraction

. Neel Achary + Education December 30, 2025 «+ 3 0 Comments

ADFACTORS PR

Reputation & Critical Issues Advisory



https://onlinenews9.in/education/microfinance-sector-shows-steady-recovery-amid-portfolio-contraction/
https://onlinenews9.in/education/microfinance-sector-shows-steady-recovery-amid-portfolio-contraction/

mfiD
]

Publication :Quick Biz News Edition- Online

Date :30-12-2025 Page No: NA

URL https://quickbiznews.com/education/microfinanegsectorshowssteadyrecoveryamid-
portfolio-contraction/

Microfinance Sector Shows Steady
Recovery Amid Portfolio Contraction

Education

December 30, 2025 / 0 Comments
By:- Dr. Alok Misra, CEQO & Director of Microfinance Industry Network (MFIN)

“The microfinance sector was severely tested over the past year. Aided by guardrails and focus of players
on underwriting, the sector is marking a steady and silent recovery. Credit quality of new
dishursements has continued to improve and has almost come to the narmal levels seen in pre-March
2024. The PAR figures (1-90 days) would have been closer to 1.5% had disbursement volumes not
remained subdued. Nearly 98% of borrowers now remain within MFINS guardrails—underscoring the

sector’s disciplined underwriting and strong adherence to responsible lending practices.

That said, a key area of concern is the sustained contraction of the microfinance porifolio. Q2 FY26 data
indicates a 16.8% year-on-year decline in the microfinance loan book, marking the sixth consecutive
quarter of degrowth. The fall in funding has directly impacted disbursements; and led to an adverse policy
outcome of nearly 65 lakh clients having slipped from microfinance towards informal sources of credit.
Looking ahead, with improving liquidity conditions, and sustained discipline, the sector is well-positioned
to stabilise and gradually rebuild momentum.”
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By:— Dr. Alok Misra, CEO & Director of Microfinance Industry Network (MFIN)

“The microfinance sector was severely tested over the past year. Aided by guardrails and focus
of players on underwriting, the sector is marking a steady and silent recovery. Credit quality of
new disbursements has continued to improve and has almost come to the normal levels seen in
pre-March 2024. The PAR figures (1-90 days) would have been closer to 1.5% had disbursement
volumes not remained subdued. Nearly 98% of borrowers now remain within MFIN's guardrails
—underscoring the sector’s disciplined underwriting and strong adherence to responsible
lending practices.

That said, a key area of concern is the sustained contraction of the microfinance portfolio. Q2
FY26 data indicates a 16.8% year-on-year decline in the microfinance loan book, marking the
sixth consecutive quarter of degrowth. The fall in funding has directly impacted disbursements;
and led to an adverse policy outcome of nearly 65 lakh clients having slipped from microfinance
towards informal sources of credit. Looking ahead, with improving liquidity conditions, and
sustained discipline, the sector is well-positioned to stabilise and gradually rebuild momentum.”
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By:— Dr. Alok Misra, CEO & Director of Microfinance Industry Network (MFIN)

“The microfinance sector was severely tested over the past year.
Aided by guardrails and focus of players on underwriting, the
sector is marking a steady and silent recovery. Credit quality of
new disbursements has continued to improve and has almost
come to the normal levels seen in pre-March 2024. The PAR figures

(1-90 days) would have been closer to 15% had disbursement
volumes not remained subdued. Nearly 98% of borrowers,ﬁ/

remain within  MFIN's guardrails—underscoring the sector's

disciplined underwriting and strong adherence to responsible
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By:- Dr. Alok Misra, CEQ & Director of Microfinance Industry Network (MFIN)

“The microfinance sector was severely tested over the past year. Aided by
guardrails and focus of players on underwriting, the sector is marking a steady
and silent recovery. Credit quality of new disbursements has continued to
improve and has almost come to the normal levels seen in pre-March 2024. The
PAR figures (1-90 days) would have been closer to 1.5% had disbursement
volumes not remained subdued. Nearly 98% of borrowers now remain within
MFINS  guardrails—underscoring the sectors disciplined underwriting and
strong adherence to responsible lending practices.

That said, a key area of concern is the sustained contraction of the microfinance
portfolio. Q2 FY26 data indicates a 16.8% year-on-year decline in the
microfinance loan book. marking the sixth consecutive quarter of degrowth. The
fall in funding has directly impacted disbursements; and led to an adverse policy
outcome of nearly 65 lakh clients having slipped from microfinance towards
informal sources of credit. Looking ahead, with improving liquidity conditions,
and sustained discipline, the sector is well-positioned to stabilise and gradually
rebuild momentum.”
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“The microfinance sector was severely tested over the past year. Aided
by guardrails and focus of players on underwriting, the sector is marking
a steady and silent recovery. Credit quality of new disbursements has
continued to improve and has almost come to the normal levels seenin
pre-March 2024, The PAR figures (1-20 days) would have been closer to
1.5% had disbursement volumes not remained subdued. Nearly 98% of
borrowers now remain within MFIN's guardrails—underscoring the
sector's disciplined underwriting and strong adherence to responsible
lending practices.

That said, a key area of concern is the sustained contraction of the microfinance portfolio. Q2 FY26 data indicates a 16.8% year-on-
year decline in the microfinance loan book, marking the sixth consecutive quarter of degrowth. The fall in funding has directly
impacted disbursements; and led to an adverse policy outcome of nearly &5 lakh clients having slipped from microfinance towards
informal sources of credit. Looking ahead, with improving liquidity conditions, and sustained discipline, the sector is well-positioned to
stabilise and gradually rebuild momenturm.”
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Bank lending to joint liability groups slump: RBI data
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