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Dr Alok Misra On Whether Pure MFis Can Survive Or
Must Diversify To Sustain Growth
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Business Today Q f X

New Daihy, Mar 2, 2026, Updated Mor 2, 2026, 1203 PM IST

At the BT Best Banking & Economy Summit, Dr Alok Misra, CEO & Director of Microfinance Institutions
Network, shares a realistic outlook on the future of microfinanca. Responding to questions on whether
pure-play MFis will survive till 2047 or evolve into diversifiad financial hubs, he says pradicting that far
ahead is spaculative. Instead, he outlines a vision till 2030-32. While credit remains cors, MFis are
expanding into insuranca and lobbying to distribute pension products like Atal Pension Yojana
through NBFCs. He stresses that scaling nano and micro enterprises — which form the bulk of india’s
MSMEs — is critical for inclusive growth. Policymakers, lenders and regulators must work together to
ensure sustainable sector performance.
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Microfinance Stress Not ‘Brutal’: MFIN CEO Pushes Back
On 16% NPA Narrative
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New Dalh, Mar 2, 2026, Updatad Mor 2, 2026, 1230 PMIST d

At the BT Best Banking & Economy Surmmit, Dr. Alok Misra, CEO& Director of MFIN, strongly rejected the
“brutal stress” narrative around India's microfinance sector. While headiines cite 16% NPAs and
255,000 crore in stressed assets, Misra clarified that Portfolio At Risk stands ot 4.7%. He attributad the
spike to external disruptions — heatwaves, state-level agitations and policy uncertainty — not
structural underwriting failures. With 96.4% of loans compliant with R8I norms and MFIN guardrails,
and overleveraging reduced to 3%, the sector believes peak stress has already passed. The bigger
challenge now is the funding winter — though Misra hinted that positive developments may emerge
soon
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Microfinance stress not 'brutal’: MFIN CEO pushes back on 16% NPA narrative

At the BT Best Banking & Economy Summit, Or. Alok Misra, CEO& Director of MFIN, strongly rejected the “brutal stress” narrative around India's
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Bihar MFI Bill Unlikely to Impact RBegulated Lenders, Say
Industry Representatives
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Bihar MFI Bill Unlikely to Impact RBI-Regulated Lenders, Say Industry

Representatives
Bihar's new Microfinance Bill seeks to curb coercive lending practices, but RBl-regulated lenders are unlikely to be affected. Industry bodies
state that licensed institutions will continue under existing central regulations.
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Micro Finance Industry Network (MFIN) releases the 56th edition
of Micrometer for Q3 FY 226 based on thendustry position as
on December 31, 2025.
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Articles - 2 Min Read
India’s microfinance portfolio shrinks 18.3% YoY; NBFC-MFIs hold 42.1%
market share: Report

The Indian microfinance sector experienced an 18.3% year-on-year portfolio contraction, ending December 2025 with a
total outstanding of Rs 3,14,728 Cr. Despite the market shrinkage, the industry saw a marked improvement in asset

quality across all lender categories, with NBFC-MFIs maintaining the largest market share at 42.1%
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Home / Industry / Banking / Microfinance portfolio drops 7.3% to 23.14 trillion in Q3, says MFIN

Microfinance portfolio drops 7.3% to 3.14 trillion in Q3, says MFIN

Microfinance loan portfolio fell to Rs 3.14 trillion in Q3 FY26, down 7.3% sequentially, with 50 lakh borrowers losing access to formal finance even as portfolio
quality showed improvement
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Microfinance
portfolio
continues to
contract: MFIN

FE BUREAU
Mumbai, March 6

THE LOAN PORTFOLIO of the
microfinance industry contin-
ued to shrink as it is yet to fully
recover from the asset quality
stress. The industry’s assets
undermanagement declined by
7.3% quarter-on-quarter to
¥3.14lakhcroreasof December
2025,areport released by the
Micro Finance Industry Net-
work (MFIN) on Friday showed.

However, total disburse-
ments grew marginally to
¥60,350crorein the third quar-
ter, compared with 356,677
croreinQl.

The report has highlighted
improvementsin theasset qual-
ity. Portfolio at risk (PAR) 31-90
days declined to 1.6% as on
December 2025, compared to
3.2% ayear ago,while PAR 91-
180 days was at 2%, against
3.3% lastyear.

“The moot point as of nowis
that despite normalisation of
credit quality and strict imple-
mentation of MFIN guardrails
to check any overindebtedness,
the sector continues to face lig-
uidity issues. Hopefully, the
earnest advocacy by MFIN will
bear fruit in Q4 with the likely
launchof the guaranteescheme
for wholesale lending, and the
sector will enter the growth
phase,” said Alok Misra, chief
executive and director of MFIN.
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Dip in microfinance
lending and borrowing

The microfinance industry’s total loan portfolio (loan
amount outstanding) has reduced year-on-year (y-o-y)
by 18.3 per cent, or 270,620 crore, to 33,14,728 crore
as on December-end 2025, even as the number of
unique borrowers and active loan accounts declined,
and the proportion of loans overdue by 180-plus days
increased, according to Microfinance Industry
Network’s (MFIN) report.

The number of unique borrowers declined y-o-y by
about 16 per cent (or 1.3 crore in absolute terms) to
6.6 crore, as on December 31,2025, as per the report,
which is based on data from CRIF High Mark (CRIF).

The number of active loan accounts was down by
about 24 per cent y-0-y (or 3.4 crore in absolute terms)
10 10.5 crore, as on December 31, 2025.

However, the average loan size during Q3 FY26, at
260,853, increased by around 20.5 per cent from
250,487 during the same quarter a year ago.

Loan overdue in the 180-plus day PAR (portfolio at
risk] bucket rose to 17 per cent as at December-end
2025, against 9.7 per cent as at December-end 2024.
PAR greater than 180 days means the total principal
value outstanding of loans that have at least one
payment that is overdue by more than 180 days.

The mic industry has vari
lenders, including non-banking finance
company-microfinance institutions (NBFC-MFls),
banks, small finance banks (SFBs), and NBFCs and
other MFIs (including non-profits).

As on December 31, 2025, NBFC-MFIs were the largest
provider of micro-credit, with loan outstanding of
21,32,418 crore, accounting for 42.1 per cent of total
industry portfolio.

Banks hold the second largest share of micro-credit
portfolio, with total loan outstanding of 283,905 crore,
which is 26.7 per cent of total micro-credit universe.

SFBs have a loan outstanding of 255,187 crore, or 17.5
per cent. NBFCs account for 12.5 per cent and other
MFIs account for 1.2 per cent of the universe.

Overall status of portfolio, unique borrowers
and loan accounts

Decerber 31, 2024 December 31,2025
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Microfinance portfolio falls over 7% in Q3
FY26, but asset quality signals recovery:
MFIN

MFIN reported a 7.3% decline in the microfinance sector's loan
portfolio in Q3 2025, totaling T3.15 lakh crore. NBFC-MFIs held 42.1%.

Asset quality improved despite funding issues.

@ By Anshul

® 2 Min Read
Impact Shorts Choose « G ~
By M, My Eavy CNBC TV1& on Google )

The Micro Finance Industry Network (MFIN) reported that the
decline in the microfinance sector’s loan portfolio moderated in
the December quarter even as credit quality improved,
according to its 56th Micrometer report.

Microfinance operations rermained widespread, covering 36
states and Union Territories and 714 districts as of December 31,
2025, The total portfolio stood at 315 lakh crore at the end of
the gquarter, marking a 7.3% decline from September 30, 2025,
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Micro Finance Industry Network (MFIN)
releases the 56th edition of Micrometer for
Q3 FY 25-26 based on the industry position
as on December 31, 2025.
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MEM & an industry assocition of Banks, MBFC-AFls, SFRx and MBFCs providing microfinance and an RE|- recognizsd
self-reguiatary organization. Repart insights- portfolio dedine arested and oredit quality improves As of 31 December
2025, microfinance operations are spread across 36 states UTs and 714 districts. Considering the skwdown in wholesale
furding to MBFC-MFls, the microfinance portfolio for the sectar dipped to Bs 3,14, 728 Cr as on Decemnber 31, 2025 - a
dedline af 7.3% ower September 30, 2025, However, the portfolio numbers do not shaw twe things; a) the te of dedine
hexs been arrested to a large extent and b) the fall is accentuated by an approximate 5% shift (as a share of September
10, 2025 POE) from MA to retail portfolios in O3 Fy26, with the majarity of this shift driven by banks. NEBFC-MFls
contribwte 42.1% share making them the largest kenders in microfinance sector, folowed by banks at 26.7% while SR8
ard MBFCs make up the remaining share of portfolio.
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We are targeting Rs. 20,06€rore AUM by 2030
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©® MANOJ KUMAR NAMBIAR, MANAGING DIRECTOR, AROHAN FINANCIAL SERVICES

Arohan Financial Services is
aiming fora three-fold jump in
assets under management
(AUM)t0 20,000 crore by
2030.Managing Director
Manoj Kumar Nambiar rells
NarayananVabout the
NBFC-MFI’s growth
plans, the impact of

the Bihar MFI Bill,

and its fundraising
plans throughan
initial public offering
(IPO). Excerpts:

Impact of Bihar MFI Billon
yourbusiness?

Weare closely studying
the implications of the Bihar
Micro Finance Institutions
Bill,2026.We are happy that
the Reserve Bank of India-
regulated entities are exempt,
except for collection and
recovery practices.Arohan is
an RBI-regulated entity and
remains fully committed to
complying with all applicable
regulatory requirements.We
havebeen active in Bihar
since 2008, and all our

employees remain
committed to advancing
financial inclusionina
transparent and customer-
centric manner.

Doyousee any slowdown
inlending?

During Q3,the
microfinance sector
continued to show
signs of stabilisation.

We continued to
pursue calibrated credit
expansion,with our AUM
reaching ¥6,308 crore,
supported bya stable
borrower base of close to 2
million across the country.
Ourasset quality remained
resilient,with gross NPA of
1.69% and net NPA of 0.39%,
among the lowest in the
NBFC-MFI sector.We

continue to maintainastrong |

liquidity position of over

%700 crore and a comfortable :

capital adequacy ratio of
31.2%, providing adequate
headroom to pursue
calibrated growth.

Arohan’s growth has been
slower than peers.
Post-Covid, the MFI
industry grew from 32 lakh
crore to ¥4.25 lakh crore,
covering about 82 million
customers. That growth has
also reflected several
weaknesses in the
system,
including KYC
issues, quality
of credit |
bureau data,
corporate
governance
issues in

individual companies,and
credit underwriting policies.
We were the fifth-largest

‘We are targeting <20,000-crore AUM by 2030

million lives and build a
portfolio of ¥20,000 crore.

NBFC-MFIin the pre-Covid When will the MFI segment
period. Now, we are ninth or seea full recovery?
tenth.While we are The sector has
inching forward, been seeing green
and several shoots from
companies that WE ARE September 2025.
had grown to ASPIRING Weare seeing
¥10,000-12,000 TO CLOSE slippages from
crore in portfolios FY26 WITH regularto

have now come YNJel:§ie il dclinquent
downto accounts
%5,000-6,000 oi:Ao'fE improvingona
crore.Alot of these month-on-month
companies, 7,000 CR basis.Arohan is
including listed better than the
ones,are showing market in terms

negative P&L, with
provisions, write-offs and
losses being declared quarter
after quarter.

We did not have that sort
of issue because corporate
governance has been one of
our core strengths. We are
aspiringtoclose FY26 witha
portfolio in excess 0f ¥7,000
crore. Under our Vision 2030
plan,we aim to impact 20

of slippage retention and
collection efficiencyacross
1-30days, 30-60 days,
60-90 days and 90-plus-day
buckets.

The industry’s
underwriting is far more
disciplined after the
Microfinance Institutions
Network guardrails 1.0
introducedin July 2024 and
guardrails 2.0 from April. In

| assess the market demand.

| the last 18 months,good
companies have taken
provisions, cleaned up
portfolios, made changes to
underwriting,and
strengthened collection and
recovery teams. I think when
the December 2025 numbers
come out,we will probably see
about ¥3.5 lakh crore of
outstanding with around 75
million customers being
served, which is still lower
than the peak of about ¥4.5
lakh crore with 82 million
customers.

Whatabout your IPO plans?
Weare currentlyworking
onourdraftred herring
prospectus.We havea proven
trackrecord in terms of
profitability and growth. It will
give exit opportunities to
some of the existing investors
and bring in new ones. Our
planisto raise about ¥1,500
crore, but the final numberwill
come outwhen you get the
ticket,approach investors,and
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MFIs may have to grin anldear for some time amid rising credit
costs
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MFIs may have to grin
and bear for some time

Experts are calling for a reimagination of microfinance as credit costs
rise with higher risk provisions and writeoffs, reports Raghu Mohan

Tucked away in the Financial Sta-
bility Report of December 2025 is
aline which states that the credit
cost of microfinance institutions
(MFIs) rose sharply to 15.5 per
cent in September 2025 from 4.4
per cent in September 2023 owing
to the higher risk provisions

and writeoffs.

This has to be read in the larger
context. The credit bureau CRIF
High Mark’s latest edition of its
quarterly "MicroLend: December
2025" (Q3FY26) has it that the
gross microfinance portfolio at
¥3.21trillion as of December 2025
and supporting 112 million active
loans s a fall of 18 percent and 23
per cent, respectively, on a year-
on-year (Y-0-Y) basis.

This comes evenasthereisa
shift to loans in the over 50,000
ticket size, reflecting a shift to safety
(and adjustment for inflation).

A new worry is the “Bihar Micro
Finance Institutions (Regulation of
Money Lending and Prevention of
Coercive Action) Bill, 2026.” While
Clause 2.2 makes it clear that it
does not apply to Reserve Bank of
India (RBI)-regulated entities (and
only prohibit coercive practices),
similar legislations passed by Kar-
nataka and Tamil Nadu in 2025to
curb coercive recovery practices
and usurious lending ratesledtoa
fall in the MFI business.

India Ratings and Research
(Ind-Ra) which had earlier revised
its stance on the sector to neutral
from deteriorating (while main-
taininga “stable” rating Outlook
for FY27) is now having a rethink.

Itbelieves the Bihar legislation
can delay the anticipated recovery,
leading to slower loan disburse-
ments, a tightening of short-term
liquidity, and challenges to
scaling operations.

“These could intensify and
potentially delay recovery, as bor-
rowers’ credit discipline may
experience temporary disruption,
given the state’s geographic sig-
nificance,” says Karan Gupta, head
and director-financial institutions,
Ind-Ra. “I think the larger question
we should address is given that the
microfinance portfolio has come
down by over one trillion in the
last 18 months, how do we ensure
access to formal regulated credit at
the bottom of the pyramid given
the huge size of that segment our
country,” points out Manoj Kumar
Nambiar, managing director (MD),

Portfolio, active loans decline; delinquencies slide

Metric As of

Dec'24
GLP (Xtm) 39
Active loans (mn) 146

Amount disbursed in last3M (X r) 58,679

Loans disbursedinlast3M (mn) 1128
PAR1-30 (%) 180
PAR31-90 (%) 310
PAR 91-180 (%) 320
PAR1-180 (%) 820
PAR180+ (ind. W/0) (%) 710
PAR s portfolio at risk

NBFC-MFIs’ credit

cost rising

i I
! ! S! MIar

‘3 ‘73 1] 'ZS
Notes

(1) Based on a common sample of
middle-layer NBFC-MFls.

(2) Credit Cost = (Provision for Standard
Assets and Non-Performing Assets +
Annualised Write-offs)/Average gross
advances.

Source: RBI supervisory returns; and
staff estimates.

As‘ of As_ of Y-0Y Q-0-Q
Sep'25 Dec'25 (g::%k) .(DS;p%)S
In% In%
346 3 -18.0 72
24 mn 230 91
56,536 61716 52 92
96 1025 91 68
140 100 08 04
180 140 17 05
270 200 13 08
600 440 38 16
1530 1730 102 20
Source: MicroLend report 2025
NBFC-MFIs’ share of

portfolio at 41.6%

m Banks m NBFC-MFls

= NBFCs ~ SFBs Market

BookSize(Xtm)  Share (%)

128 I 27
S 15 I 336
& o4 Wl n9
063 162

108 I 313
£ 134 D388
& o043 mm 24

056 163
085 I 266
Q133 I 416
& o4 mm 132
056 74

Source: MicroLend report 2025

Shift towards ticket sizes greater than I50K

In% Ticket Size: m <=30K m 30K-50K = 50K-80K - 80K- 1L -+
2 3
pl [}
& 2
- 2
QBWIS O‘OFYZS Q'FYZG QZFVIS QBFYZS
52,030 56,536 61,716
Total value

Source: MicroLend report 2025

Arohan Financial Services; and
director, Microfinance Industry
Network, the self-regulatory
organisation (SRO) for the trade.
Are the issues deeper? “Microfi-

nance has to be reimagined. As on
date, loans are given without
underwriting the way bankers do
it. Itis based on the consequences
that borrowers have to face in case

of default,” says MS Sriram, Centre
for Public Policy at the Indian
Institute of Management, Banga-
lore. As he viewsiit, at the borrower
level, there is the issue of scale. “As
long as the borrower is running the
show using slack capacity and
resources, it is fine. But the
moment an investment has to be
made to augment facilities, it
needs greater scrutiny.”

That “when the MFI model
based on consequences reaches a
saturation, you have a crisis. As
long as the sector grows at 5-8 per
cent, it is fine. Anything more, you
have a problem™.

‘The points raised by Sriram are
echoed in RBI deputy governor
Swaminathan J's observation
(November 28, 2025) that MFIs
have to serve the household, not
just the applicant. Credit decisions
work best when they read the full
cash life cycle of the family. Itis
better to promote a savings habit, a
basic insurance cover, and a short
emergency line, as all these
together can make credit quality
predictable. And “product design
needs to match how small busi-
nesses actually grow. Asingle
working-capital loan is often the
first step; but it should progress-
ively graduate into inventory
finance, capital asset financing,
and basic payments support.”

And, growth is goingtobe a
headache. In its January note, Ind-
Ra held on the concerns faced by
small and mid-sized MFIs: funding
availability, higher cost of funds,
and elevated operating expense to
assets under management ratios
(compared to large peers) due to
smaller scale of operations.

And, this inherent cost disad-
vantage necessitates adopting
higher lending rates to sustain
profitability and manage adverse
customer selection risk. This cre-
ates a cycle of elevated pricing,
riskier portfolio composition,
higher credit costs, and pressure
on return ratios, ultimately limit-
ing financial flexibility and com-
petitive positioning.

It brings us to the funding
architecture: The need for a dedi-
cated institution, more so for the
smaller and mid segment MFIs.
“In Bangladesh, you have the Palli
Karma-Sahayak Foundation. It
provides technical and financial
support by way of bulk lending. We
need asimilar institution. Other-
wise, the banking system will be
reluctant to lend, especially in
times of a crisis,” feels Jiji
Mammen, executive director and
chief executive, Sa-Dhan, a self-
regulatory organisation (SRO) for
the sector. “The banking system
can be encouraged to lend to MFIs
by providing government guaran-
tee support which will assure
timely repayment from MFIs, as
was done during Covid.”

In October last year, there were
hopes of an MFI funding lifeline:
The number that was being ban-
died then was around 36,000
crore though the demand was fora
much higher sum.

Grapevine has it that a credit
guarantee scheme may be
announced soon. The bigger pic-
ture is with state polls around the
corner — when political parties
typically throw fiscal caution to
the winds while promising
freebies — MFIs fear its impact on
credit discipline. They have raised
the issue of loan waivers with the
RBI and North Block. Assam,
Kerala, Tamil Nadu and West
Bengal go to polls this year. Also,
you have the knockdown effects of
the West Asia crisis to pencil in.

~

€CWE NEED A DEDICATED
INSTITUTION FOR MFI
FUNDING. THE BANKING
SYSTEM WILL BE
RELUCTANT TO LEND IN
TIMES OF CRISIS %

)i MAMMEN
ED &CEO, Sa-Dhan

€CTHE LARGER
QUESTION IS ACCESS TO
FORMAL CREDIT AT THE
BOTTOM OF THE
PYRAMID

MANOJ KUMAR NAMBIAR
MD, Arohan Financial Services

CCWHEN THE MFI

MODEL BASED ON
CONSEQUENCES REACHES
ASATURATION, YOU
HAVE A CRISIS %

MSSRIRAM
Centrefor PublicPolcy, ndan nstute of
Management, Bangalore

€IT (BIHAR
LEGISLATION) COULD
DELAY MFI RECOVERY AS
CREDIT DISCIPLINE MAY
EXPERIENCE
DISRUPTION %)

KARAN GUPTA
Head & Director-financial institutions,
Ind-Ra
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In-Ra Warns Bihar's Microfinance Bill Could Delay Sector
Recovery

R 4w Ovdaw turvas | M 09, 2000
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ndVa Ratings and Research says that the proposed requianion may dlsrupe collactions and righren lending & the koy marke?

Indaa's microfimance sector could face fresh disruptions if Bihad's proposed regulation govesning macrofinance
mstitutions becomes ksw, potentially delaying the industry's fragile recovery and tightening lending in the country’s
targest microfinance market, sccordng 10 a report by Indis Ratings and Ressarch (Ind-Ra).
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Bihar MFI Bill seen having limited
impact on RBI-regulated lenders

(Agency) Mumbai:
The recently passed Bihar
Micro Finance Institutions
(Regulation of Money
Lending and Prevention of
Coercive Actions) Bill,
2026, is unlikely to have
any material impact on
lenders regulated b?l the
Reserve Bank of India
(RBI), with industry exec-
utives asserting that such
entities will not be required
tcl) register at the state lev-
el.

Microfinance Institu-
tions Network (MFIN), the
self-regulatory organisa-
tion (SRO) for microfi-
nance lenders, said the
legislation is not applica-
ble to RBI-regulated enti-
ties and that licensed en-
tities will not need to seek
registration under the
state law.

RBI-regulated institu-
tions already operate un-
der one of the most strin-
?ent borrower-protection
rameworks in the finan-
cial sector, supported by
detailed RBI responsible
business conduct guide-
lines, MFIN’s industry

Code of Conduct and
MFIN guardrails, which
together mandate fair con-
duct, transparent lending
practices and responsible,
non-coercive recovery
mechanisms, the industry
body said.

Bihar accounts for the
largest share of the micro-
finance industry’'s expo-
sure at around 15 per
cent, followed by Karnata-
ka and Tamil Nadu. Indus-
try executives maintain
that collection efficiency in
the state has remained
strong.

The Bill states that its
provisions will apply to a
wide range of entities en-
gaged in advancing micro
or small loans within Bihar,
“irrespective of their place
of incorporation, registra-
tion or domicile. These in-
clude individuals,cfartner-
ship firms, limited liability
partnerships (LLPs), com-
panies, societies, trusts,
digital lending platforms,
mobile applications and
other entities operating
within the state’s territori-
al limits.
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Bihar MFI Bill seen having limited
Impact on RBI-regulated lenders

(Agency) Mumbai:
The recently passed Bi-
har Micro Finance Insti-
tutions (Regulation of
Money Lending and
Prevention of Coercuve
Actions) Bill, 2026,
unlikely to have any
material impact on lend-
ers regulated by the Re-
serve Bank of India
(RBI),

with industry execu-
tives asserting that such
entities will not be re-
quired to register at the
state level.

Microfinance Institu-
tions Network (MFIN),
the self-regulatory or-
ganisation (SRO) for
microfinance lenders,
said the legislation is

not applicable to RBI-reg-
ulated entities and that li-
censed entities will not
need to seek registration
under the state law.
RBI-regulated institu-
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MFIN guardrails, which
together mandate fair
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coercive recovery
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ecutives maintain that
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(6] ADFACTORS PR




DFS Secretary Holds Stakeholder Meeting with NBFCs to Address
Sectoral Issues

ADPAGIORSER




powering
I l' | | ln'-«p\:\hih\c-
MICROFINANCE INDUS!

Publication:The Free Press Journal

Date:13-03-2026 Page Noil

Edition: Mumbai

Banking secy asks NBFC
self-regulatory bodies
to work on reforms

Informist
NEW DELHI

Department of Financial
Services Secretary M Nagaraju
on Thursday asked self-regula-
tory bodies of non-banking
financial companies (NBFCs)
to work out a framework on
reforms to strengthen the sec-
tor. Nagaraju met senior
officials of NBFCs and their
self-regulatory bodies Finance
Industry Development
Council, Microfinance
Institutions Network and Sa-
Dhan.

The meeting was also
attended by senior officials

from the Reserve Bank of India
(RBI) and the Unique
Identification Authority of
India (UIDALI).

"The engagement with
NBFCs was designed to foster
an open exchange of ideas on
targeted points,” the Finance
Ministry said in a release.

"The emphasis was on
reaching a solution on issues
being faced by NBFCs through
stakeholder consultation.
"Nagaraju said NBFCs should
be more robust, vibrant and
financially sound.NBFCs
should cater to the needs of
underserved and new-to-
credit customers, he said.
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Banking secy asks NBFC

self-regulatory bodies
to work on reforms

Informist
NEW DELHI

Department of Financial
Services Secretary M Nagaraju
on Thursday asked self-regula-
tory bodies of non-banking
financial companies (NBFCs)
to work out a framework on
reforms to strengthen the sec-
tor. Nagaraju met senior
officials of NBFCs and their
self-regulatory bodies Finance
Industry Development
Council, Microfinance
Institutions Network and Sa-
Dhan.

The meeting was also
attended by senior officials

from the Reserve Bank of India
(RBI) and the Unique
Identification Authority of
India (UIDAI).

"The engagement with
NBFCs was designed to foster
an open exchange of ideas on
targeted points,” the Finance
Ministry said in a release.

"The emphasis was on
reaching a solution on issues
being faced by NBFCs through
stakeholder consultation.
"Nagaraju said NBFCs should
be more robust, vibrant and
financially sound.NBFCs
should cater to the needs of
underserved and new-to-
credit customers, he said.
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DEFS Secretary Holds Stakeholder Meeting
with NBFCs to Address Sectoral Issues

The engagement aimed to create an open platform for dialogue on issues affecting NBFCs,
enabling participants to exchange ideas and explore solutions collaboratively.

L New Delhi | Updated: 12-03-2026 22:336 IST | Created: 12-03-2026 22:36 151
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DFS Secretary Chairs Meeting with NBFCs to Discuss Sectoral
Issues and Reforms

Officials from the Department of Financial Services (DFS) held discussions with major NBFCs, regulators and
industry bodies in New Delhi to address sectoral concerns, explore collaborative solutions, and strengthen the role
of NBFCs in serving underserved and new to credit customers.

Discuss Sector Reforms
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Govt may cap lending rates to MFIs under guarantee scheme
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EASING FLOW Norms, to be laid out
soon, will help MFls raise funds

Govt may Cap Lending
Rates to MFIs Under
Guarantee Scheme

Atmadip Ray

Kolkata: The finance ministry is likely to direct banks to
caplending rate at 2% over their marginal cost of fundsba-
sed lending rate (MCLR) on loans to microfinance compa-
nies under the much-awaited credit guarantee scheme, sa-
id people familiar with the matter.

Microfinance companies, inturn, will havetolend atara-
te which will be 100 basis points lower than their six
months'average pricing, they said. A basis point isahund-
redth of a basis point.

The scheme, likely to be announced soon, is aimed at en-
couraging banks to lend to microfinance institutions
(MFiIs), especially the smaller ones, which have been
struggling to get funding for on-lending due to the asset qu-
ality stress.

Banks slowed lending to small and medium sized microfi-
nance institutions in the past two yvears following an incre-
ase in delinquency as overleveraged borrowers failed to

service their debts, Bank lending under
the credit guarantee scheme will transfer

4 the credit risk to the guarantor.

V) The issue of implementation of the sche-
me was briefly discussed at last Thursda-
y's meeting held at the Department of Fi-
nancial Services with non-bank lenders,
mm although the topic was not mentioned as
guarantee partof tl}e agenda. )
cover grew Accordingto people in the know, the sche-
after some me was ready before the budget but the an-
MFis defavited nouncement has been delayed owing to so-
onbankloans me technicalities.
dueto Microfinance industry bodies Microfi-
cash-flow nance Industry Network and Sa-Dhan ha-
mismatches ve sought a ¥20,000 crore credit guarantee
fund for their members.

The National Credit Guarantee Trustee Company
(NCGTC), a wholly owned trustee company of the govern-
ment, will provide the guarantee cover,

In 2021, the government had launched a Credit Guarantee
Scheme for Microfinance Institutions (CGSMFI) during
the Covid-19 pandemic. At that time, the government had
created a 27,500 crore guarantee fund to encourage banks
to lend to micro-lenders. That scheme remained in opera-
tion between June 2021 and March 2022,

Underthe scheme, the NCGTC provided a cover upto75%
of loan, in case of adefault.

Theneed foracredit guarantee cover assumed greater ur-
gency after some MFIs defaulted on bank loans dueto cash-
flow mismatches. Banks stopped funding to low rated
MFIs as they faced severe asset quality stress, raising the
possibility of higher default.

India’s microfinance market contracted to ¥3.14 lakh cro-
re at December-end 2025 from its peak level of 24.43 lakh
croreas of March 31,2024,
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guarantee scheme

The finance ministry is set to direct banks to cap lending rates at 2% above MCLRE for

providing the guarantee cover.

Published Cn Mar 16, 2023 at 08:08 AM IST

Kolkata: The finance ministry is likely to direct banks to cap lending rate
at 2% over their marginal cost of funds based lending rate (MCLR) on

loans to microfinance companies under the much-awaited credit

guarantee scheme, said people familiar with the matter.

Microfinance companies, in turn, will have to lend at a rate which will be

100 basis points lower than their six months’ average pricing, they said. A
basis point is 2 hundredth of a basis point.

The scheme, likely to be announced soon, is aimed at encouraging banks
to lend to microfinance insticutions (MFIs), especially the smaller ones,
which have been struggling to get funding for on-lending due to the

asset quality stress.
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Govt may cap lending rates to MFIs under

microfinance companies under a new credit guarantee scheme. This initiative aims to boost
lending to smaller MFls struggling with funding due to asset quality stress, with the NCGTC
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Govt may cap lending rates to MFls under guarantee scheme -
News Air Insight
March 16, 2026 [ joyybannerji
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Kolkata: The finance ministry iz likely fo direct banks to cap lending rate at 2% over their marginal cost of funds basad
lending rate (MCLR) on loans to microfinance companies under the much-awaited credit guarantee schemes, said
peacple familiar with the matier.

Microfinance companies, in turn, will have to lend at a rate which will be 100 basiz points lower than their six months’
average pricing, they =aid. A basizs point is a hundredth of a basis point.

The scheme, likely to be announced soon, is aimed at encouraging banks to lend to microfinance institutions (MFIs),
especially the smaller ones, which have been struggling to get funding for on-lending due to the asset quality stress.

Banks slowed lending to small and medium sized microfinance institutions in the past two years following an increass
in delinguency as overleveraged borrowers failed to service their debiz. Bank lending under the credit guarantes
scherne will ransfer the credit risk io the guarantor.

The izsue of implemeniation of the scheme was briefly discussed st last Thursday's meeting held at the Department of
Financial Services with non-bank lenders, although the topic was not mentioned as part of the agenda.

According to people in the know, the scheme was ready before the budget but the announcement has been delayed
owing to some technicalities.

Microfinance industry bodies Microfinance Industry Metwaork and Sa-Than have sought a “20,000 crore credit guarantes
fund for their members. The National Credit Guarantee Trustee Company {MCGTC), a2 wholly cwned trustee company of
the government, will provide the guarantee cover.
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India Microfinance Sector: Big loans, shrinking portfolio! What is
the real picture?

ADPAGIORSER




Date:16-03-2026 Page NoNA

URL https://www.whalesbook.com/news/Hindi/bankingfinance/IndiFIsBiggerLoansHide-
ShrinkingSectorPortfolio/69b7b20e8a7d0a3f923de2ad

India Micrt.:fii’;\la:[%:e Sector: a%@_“f Rigpsan

P Fod ot V6th Masch 2026, 102 pm

Whaleshook | news report

INDIA MFIS: BIGGER LOANS HIDE
SHRINKING SECTOR PORTFOLIO
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INDIA MFIS: BIGGER LOANS HIDE
SHRINKING SECTOR PORTFOLIO

OVERVIEW

India’s microfinance sector is shifting strategies. Whilte the total loan portfolio has shrunk,
lenders are issuing higher-value loans and seeing better repayment. Disbursements rose 6%
year-on-year to 63348 crore in Q4 FY26, but the overall portfolio dropped 22% to T2.69
lakh crore by December 31, 2025. NBFC-MFIs are increasing their lending share as private

banks cut back, signaling tighter lending and a focus on more creditworthy borrowers.

Growth in Loan Value Masks Portfolio Shrinkage
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At bottom of the pyramid, 21 million small borrowers have
dropped out
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2024 peak as lenders stop giving loans to delinquent borrowers

At Bottom of the Pyramid, 2Im
Borrowers have Dropped Out

Atmadip Ray

Kolkata: About 21 million small
borrowers have dropped out of the
formal financial system over the
past two vears as lenders at the bot-
tom of the pyramid stopped giving
fresh loans to delinquent customers
after the severe microfinance crisis.

This is about a quarter of the 87
million microfinance customers at
the peak level seen at the end of
March 2024. The number of unique
microfinance borrowers across len-
dersfellto66millionattheendof De-
cember 2025, showed credit bureau
data from Crif High Mark.

A big chunk of those who had drop-
ped out are now believed to have re-
turned to private moneylenders to
meet their cash needs, said people fa-
miliar with the matter: According to
Industry estimates, about 20-25% co-
uld possibly be borrowing from in-
formal sources.

While the stoppage of institutional
lending to delinquent customers is
the primary reason behind the sharp
fall in customer base, it also reflects
re-classification of microloansas re-
tail loans by a private sector lender,
people in the know said.

Under lending guardrails sugges-
ted by self-regulator Microfinance
Industry Network, no lender is sup-
posed to give loans todelinquent bor-

, @ O

rowers who have outstanding loan
of more than 3,000 and unpaid loans
for more than 60 days.

The exit from institutional credit is
in sync with the squeeze in the co-
untry's microfinance market, which
stood at €3.22 lakh crore after the
third quarter of this financial vear,
falling steadily from the peak of ¥3.43
lakh crore seen seven quarters ago.

Another credit information compa-
ny. Equifax India, pegged the borro-
wer count at 68 million. It said that 13
million customers out of the total co-
unt have unpaid dues which have not
been serviced for more than 180 days.

These customersarefacingtherisk

of getting eliminated from the mi-
crofinance universe as lenders tend
to write off loans after 180 days, a se-
nior executive of a non-banking fi-
nancial company-microfinance in-
stitution said on condition of anony-
mity. The number of dropouts is cal-
culated on a net basis since lenders
have also added new customers in
the past two years. The gross dropo-
ut number would be more, said peo-
ple with knowledge of the matter.

This trend coincides with lenders
giving bigger loans to borrowers
with a good track record.

The market contraction reflects
tighter underwriting, moderated ex-
pansion strategies and the introduc-
tion of stricter guardrails to restrict
the number of loans and leverage at
borrower level, said a microfinance
report published jointly by Equifax
and Small Industries Development
Bank of India.

Borrower leverage also turned
stable, with the share of single-len-
der borrowers increasing to 73% in
December 2025 from 72% three
months earier, suggesting impro-
ved creditdiscipline, the report said,

Overleveraging was at heart of the
two-vear long microfinance stress
from which the market is slowly get-
ting back on track. The sector saw a
6% year-on-year increase in loan dis-
bursements during the October-De-
cember 2025 period to 263,348 crore.
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At Bottom of the Pyramid, 2Im
Borrowers have Gone Missing

Atmadip Ray

Kolkata: About 21 million small
borrowers have dropped out of the
formal financial system over the
past two yvears as lenders at the bot-
tom of the pyramid stopped giving
fresh loans to delinquent custo-
mers after the severe microfinance
crisis,

This is about a quarter of the 87
million microfinance customers at
the peak level seen at the end of
March 2024. The number of unigue
microfinance borrowersacross len-
ders fell to 66 million at the end of
December 2025, showed credit bu-
reau data from Crif High Mark.

A big chunk of those who had
dropped out are now believed to ha-
ve returned to private moneylen-
ders to meet their cash needs, said
people familiar with the matter. Ac-
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cording to industry estimates, abo-
ut 20-25% could possibly be borro-
wing from informal sources.

While the stoppage of institutio-
nal lending to delinquent custo-
mers is the primary reason behind
thesharpfall in customer base, ital-
soreflectsre-classification of micro
loansasretail loans by a private sec-
tor lender, people in the know said.

Under lending guardrails sugges-
ted by self-regulator Microfinance
Industry Network, nolender issup-
posed to give loans to delinquent
borrowers who have outstanding
loan of more than 3,000 and unpa-
id loans for more than 60 days.

The exit from institutional credit is
in syne with the squeeze in the co-
untry’s microfinance market, which
stood at 3.22 lakh crore after the
third quarter of this financial year,
fallingsteadily from the peakof ¥3.43
lakh crore seen seven quarters ago.

Another credit information com-
pany, Equifax India, pegged the
borrower count at 68 million.
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At bottom of the pyramid, 21 million small borrowers have
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Holkata: About 21 million small borrowers have dropped out of the formal financial system owver the past two years as
lenders at the bottom of the pyramid stopped giving fresh loans to delinguent customers after the severe microfinance
crisis.

This is about a quarter of the 87 million microfinance customers at the peak level seen at the end of March 2024, The
number of unigue microfinance bormowers across lenders fell to 88 million at the end of December 2025, showed credit
bureau data from Crif High Mark.

& big chunk of those who had dropped out are now believed to have retumed to private moneylenders to meet their
cash needs, said people familiar with the matter. According to industry estimates, about 20-25% could possibly be
borrowing from informal sources.

While the stoppage of institutional lending to delinquent customers is the primary reason behind the sharp fall in
customer base, it also reflects re-classification of micro loans as retail loans by a private sector lender, people in the
krvowr said.

Under lending guardrails suggested by self-regulator Microfinance Industry Metwork, no lender is supposed to give
loans to delinguent borrowers who have outstanding loan of more than '3,000 and unpaid loans for more than 60 days.

The exit from institutional credit is in sync with the squeeze in the country's microfinance market, which stoed at '3.22
lakh crore after the third quarter of this financial year, falling steadily from the peak of '3.43 lakh crore seen seven
guarters ago.
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Bihar MFI Bill impact limited; collections steady, sector outlook
resilient: ICICI Securities
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Bihar MFI Bill impact
limited; collections steady,
sector outlook resilient: ICICI
Securities

Subhojts Sarkar

to Microfinance Institutions

ails has helped sustain imp

in collection

The pan-Indian microfinance sector continues to show signs of recovery,
with initial concerns around the Bihar MFI Bill easing as on-ground trends remain stable,

according to a report by ICICI Securities.

While the introduction of the Bihar legislation in February 2026 had raised fears over near-
term collection efficiency and growth, a recent field visit to Patna by the

brokerage indicated resilience across key metrics. Interactions with customers, loan
officers and management suggested that collections remained strong during the first 10

days of March, with no visible disruption.

The pan-Indian microfinance sector continues to show signs of recovery,
with initial concerns around the Bihar MFI Bill easing as on-ground trends remain stable,

according to a report by ICICI Securities.

While the introduction of the Bihar legislation in February 2026 had raised fears over near-
term collection efficiency and growth, a recent field visit to Patna by the

brokerage indicated resilience across key metrics. Interactions with customers, loan
officers and management suggested that collections remained strong during the first 10

days of March, with no visible disruption.
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Arohan to file for Rs 1,500 crore IPO by
month-end

Arohan will be the sixth publicly traded MFl in the country after CreditAccess
Grameen, Spandana Sphoorty Financial, Satin Creditcare Network, Fusion
Finance,and Muthoot Microfin.
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Image used for representational purposes. Photo | IANS

MUMBAL Despite the jittery markets, the Kolkata-based microfinance
institution (MFI) Arohan Financial Services is set to hit the capital markets
with a Rs 1,500-crore issue and will be filing the papers with the regulator
Sebi by the end of the month.

Arohan will be the sixth publicly traded MFI in the country after CreditAccess
Grameen, Spandana Sphoorty Financial, Satin Creditcare Network, Fusion
Finance,and Muthoot Microfin.

Arohan, which is among the top 10 MFIs in terms of market reach and AUM, is
looking to strengthen its capital base and support market expansion as the
microfinance industry comes out of one of the worst periods in its history.

“We are in the process of preparing the DRHE. We hope to file the document by
the end of this month. We hope to complete the listing process in the first
quarter of next fiscal,” Manoj Kumar Nambiar, managing director of the
company, told TNIE.

He further said the issue will comprise Rs 700-800 crore in fresh issue and the
rest will be an offer-for-sale by the external investors. The main promoter
Aavishkaar group, which is into impact investing and holds around 25%, will
not participate in the OFS.
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Ujjivan SFBAcceleration in gold loans! Despite the Bihar Ordinance
and global risks, analysts are
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UJJIVAN SFB NAVIGATES GROWTH AMIDST
REGULATORY & GEOPOLITICAL WINDS

Ujjivan Small Finance Bank (SFB) %@ HiF6as B15d1 (Secured Lending) @de'd WH ada
3185 85 (Gold Loan) g 35 5w Il 1 TaT feaa MFI wastan w3 T89S F-
THANTE T SIIPH G S NS To51 FepeIa MATEHE (Analysts) TR FE@ 3
BUY a1 2 33 T w3 372 T eI YEH (Target Price) B 70 75 Ud SIBGLHS
(Valuation) § 3 @ a5 fige’ S9aa'd 961

AfaGaz 3w 4 HSi 3g33
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BROKER’S CALL.

Emkay Global

UJJIVAN SFB (BUY)

Target:¥72

CMP:%52.48

We hosted a call with Vibhas Chandra, Head - MFl and
Goldloans, Ujjivan SFB, along with the IR team, to
discuss growth/asset-quality trends and potential
impact of the proposed Bihar MFI Ordinance,
upcoming multi-State elections, and business
disruption due to the ongoing US-Iran conflict. The
management indicated that growth and asset-quality
recovery are on track for nowacross States, while it
expects minimal impact from seasonal factors (heat
wave) or the restricted movement around the
elections,inQ1.

Onthe other hand, the impact of the MFIN guardrail is
decelerating, with the three-plus lender portfolio set
to become virtually zero over coming quarters. The
impact of the recently-reported partial shutdown of
restaurants and small businesses toois expected to be
limited, assuming that the geo-political situation
stabilises soon.

As part of its long-standing strategy, Ujjivan plans
accelerating growthin secured lending (including
gold loans) without diluting credit filters, building on
itsinitial portfolio experience. The management
indicated that the MFl and gold loan portfolios have
about 40 per cent customer overlap, which it plans to
gradually diversify. On the ‘Universal Bank’ licence, the
management remains hopeful based on reduced RBI
query intensity, though it has not committed to any
timeline. We retain BUY on the stock with December
2026E TP of ¥72 (implying 1.6x FY28E ABV).

Elara Securities

LG ELECTRONICS INDIA (ACCUMULATE)
Target: ¥1,750

CMP:%1,526.80

LG Electronics India (LGEL) expects FY26 revenue
to be flat or grow at amodest pace of 2-3 per cent
(9MFY26 revenue down 2 per cent year on year),
in-line with its guidance. Thus, expect Q4 revenue to
grow by high single- to double-digits. The company
expects low double-digit margin in FY26, implying
Q4FY26 margin within 12.5-13.5 per cent range,
with price hikes of 7-9 per cent in room air
conditioners (RACs) in January, led by a premium
mixand good sales of non-RAC categories. LGEL
had hiked price by 2 per cent for washing machines
and refrigerators in Q3FY26.

LGEL has sufficient LPG inventory until the first
week of April for RACs and refrigerators. If LPG
shortage persists, it would substitute a portion of
manufacturing (about 30 per cent) with oxy
acetylene brazingand PNG brazing. There is no
impact on cost, as PNG is cheaper than LPG. The
only drawback is longer brazing time and certain
carbon and aluminium deposits left in the heat
exchanger from acetylene brazing. LPG shortage
will not impact washing machines and TV
manufacturing at all.

We maintain Accumulate with a TP of 1,750 on 45x
FY28 P/E on account of market leadership in most
durable categories, industry-leading margins, higher
premium contribution versus peers and growth
plans of raising exports, B2B and AMC contribution,
and foray into the economy segment.

is not responsible for the rec dati

sourced from third party brokerages. Reports may be sent
to: bimarketwatch@gmail.com
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MFIN welcomes launch of Credit Guarantee Scheme for
Microfinance Institutionsc 2.0
(CGSMF2.0)
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India approves $2.14 billion credit
guarantee scheme for microfinance firms

By Gopika Gopakumar and Ashwin Manikandan

s w4 w4 ny
, AN, AN, Iy

MUMBAIL March 20 (Reuters) - India's finance ministry has approved a 200 billion rupee (52.14 billion)

March 20, 2026 7:.22 PM CGMT+5:30 - Updated March 20, 2026

credit guarantee scheme for microfinance firms to address mounting stress in the sector, a document
Issued by the Mational Credit Guarantee Trustee Company (WCGTC) showed on Friday.

The scheme, which went into effect on Friday and ends on June 20, alms to bolster credit flow to small-
and medium-sized microfinance Institutions (MFIs) and renew lenders' confidence in the sector.

Covernment-owned NCGTC will guarantee loans extended to MFls under the scheme, with lenders
required to cap Interest at the external benchmark lending rate (EBLR), or 2% above the marginal cost of

funds.
MPFIs, in turn, will be required to lend at a rate 1% below the six-month average lending rate.

The loan guarantees will cover 70% of disbursals to large MFIs, 75% to medium-sized MFIs and 80% to
smaller Institutions. The maximum loan tenure has been set at three years, including a one-year

maoratorium and two years for repayment.

At least 5% of loans under the scheme are to be allocated to small MFIs and 10% to medium-sized MFIs.

. ADFACTORS PR

Reputation & Critical Issues Advisory



https://www.reuters.com/world/india/india-approves-214-billion-credit-guarantee-scheme-microfinance-firms-2026-03-20/
https://www.reuters.com/world/india/india-approves-214-billion-credit-guarantee-scheme-microfinance-firms-2026-03-20/

i

Publication: PTI Edition: Online
Date:20-03-2026 Page No: NA

URL https://www.ptinews.com/story/business/govapprovesrs-20-000-cr-credit-quarantee
schemefor-fund-flow-to-mfis/3485432

Govt approves Rs 20,000 cr credit

guarantee scheme for fund flow to MFls

MUMBAL: (Mar 20) The government on Friday approved a limited-period Rs 20,000-
crore credit guarantee scheme to aid microfinance institutions (MFIs), which have
been complaining about challenges in accessing funds.

The Credit Guarantee Scheme for Microfinance Institutions- 2.0 (CGSMFI-2.0) will
cover loans disbursed by member lending institutions (MLls), including banks and
other lenders to non-banking finance company-MFls and MFs till end-June, the
government-run Mational Credit Guarantee Trustee Company (MCGTC) said in a
circular.

It can be noted that the MFls, which serve people at the bottom of the pyramid, have
been facing challenging times due to a surge in non-performing assets (NPAs), which
has, in turn, made their lenders wary of extending further exposure.
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Lending Support
Banks to

cap lending
rate at 2%

EBLR

MFIs to onlend 1% rate
below the average of their

fending rates in th !
over 1-year past six months sy
MCLR or At least 5% of the h“\ o

fund earmarked for small
microfinance institutions

Last-Mile Push:
MFIs Get T20k-cr
Credit Guarantee

Tue Ecoxovie Tives
‘Govt Plans Credit

for medium entities

2
)
Our Bureav

Kolkata: The Centre Friday anno-
unced a ¥20,000-crore credit gua-
rantee support for microfinance in-
stitutions (MFIs) to ensure that ma-
instream banks fund these last-mi-
le financiers that serve an
economically vulnerable—but a
politically significant—borrower
segment. “This initiative will defi-
nitely go a long way in strengthe-
ning lenders’ confidence to lend to
MFIs, which have been reeling un-
der some kind of stress in the re-
cent past— initially due to recove-
ry-related issues and later, liquidi-
ty concerns,” said Jiji Mammen,
executive director, Sa-Dhan, a self-
regulator for the industry.

ET was the first to report on De-
cember 17 last year that the Centre
was working on the credit-guaran-
tee scheme to ease fund flows to the
stressed sector: Friday's move sho-
uld specifically support the small
and medium non-banking financi-
al companies-microfinance institu-
tions, which have lately faced signi-
ficantoperational challenges in the
absence of bank funding.

The guarantee programme comes
into force immediately and would
cover all sectoral loans sanctioned
by banks until June 30 this year.

‘SCARCEGROWTH CAPITAL'

“The launch comes at a critical
juncture. While portfolio quality
has improved..., constrained li-
quidity continues to impact
growth and outreach,” said Alok
Misra, chief executive, Microfi-
nance Industry Network (MFIN),
another self-regulator for the in-

Minimum 10% earmarked

dustry serving the bottom-of-the-
pyramid borrowers.

Operational guidelines publis-
hed Friday showed banks will ha-
ve to cap lending rate under the
scheme at 2% over one-year mar-
ginal cost of fund-based lending
rate (MCLR) or over the external
benchmark rate.

NBFC-MFIs or the non-profit
MFIs, inturn, willhavetolend1%
below the average of their len-
ding rates in the past six months,

EThighlighted these scheme-re-
lated operational detafls in its re-
port on March 16. “The scheme is
expected tocatalyse bank lending
by restoring lender confidence,
improving credit flow, and sup-
porting sustainable sectoral
growth, while upholding custo-
mer protection and responsible
finance principles,” Misra said.

The size of the microfinance
market contracted to ¥3.21 lakh
crore by the end of December, re-
flecting a 28% squeeze from the
peak level of 4.43 lakh crore seen
onMarch3l, 2024, Lenders slowed
loan disbursement during this
period to the overleveraged bot-
tom of the pyramid borrowers.

The government mandated that
the maximum tenure of loan car-
rving credit guarantee will be for
three years including one vear of
moratorium. Banks will have to
ensure thatat least 5% of their to-
tal loan amount under the sche-
mearesanctioned tosmall NBFC-
MF1Is having portfolio size below
T500 crore, while at least 10% sho-
uld reach to medium size NBFC-
MFIs having portfolio between
2500 crore and 2,000 crore,
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BIG RELIEF FOR STRESSED SECTOR

Last-Mile Push: MFIs Get
T20ker Credit Guarantee

Toe Eeoxovie Tives
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lending rate at ¢ oot gl'xtmdm — SRR S
2% over 1-year e
MCLROr EBLR At least 5% of the .
fund earmarked for small 5t
microfinance institutions onDec17|
Minimum 10% earmarked for : .‘". b
medium entities @-—“
tially due to recovery-related gramme comes into force im-
OW Bureau issuesand later; liquidity con-  mediately and would coverall
cerns,” said Jiji Mammen, ex-  sectoral loans sanctioned by
Kolkata: The Centre on Fri- ecutive director; Sa-Dhan, a banksuntil June 30 this year

day announced a 20,000cro-
re credit guarantee support
for microfinance institutions
(MFIs) to ensure that mainst-
ream banks fund these last-
mile financiers that serve an
economically vulnerable -
but a politically significant -
borrower segment.
“This initiative will defini

self-regulator for the industry.
ET was the first to report on
December 17 last year that the
Centre was working on the
credit-guarantee scheme to
ease fund flows to the stressed
sector: Friday's move should
specifically support the small
and medium non-banking fi-
microfin-

ly go a long way in gl
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ning lenders' confidence to
lend to MFIs, which have been
reeling under some kind of
stress in the recent past— ini-

MF1Is) which have lately faced
significant operational chal-
lenges in the absence of bank
funding. The guarantee pro-

'SCARCE GROWTH CAPITAL'
“The launch comes at a criti-
cal juncture, While portfolio
quality has improved...,
constrained liquidity conti-
nues to impact growth and
outreach,” said Alok Misra,
chief executive, Microfinan-
ce Industry Network (MFIN),
another self-regulator for the
industry serving the bottom-
of-the-pyramid borrowers,

‘Catalyse Bank Lending’ »» 8

‘Scheme Expected to
Catalyse Bank Lendmg

»» FromPage1

Operational guidelines published
on Friday showed banks will have to
cap lending rate under the scheme
at 2% over one-year marginal cost
of fund-based lending rate (MCLR)
or over the external benchmark
rate.

NBFC-MFIs or the non-profit
MFIs, in turn, will have to lend 1%
below the average of their lending
rates in the past six months.

ET highlighted these scheme-re-
lated operational details in its re-
porton March 16,

"The scheme is expected to cata-
lyse bank lending by restoring lend-
er confidence, improving credit
flow, and supporting sustainable
sectoral growth, while upholding
customer protectionand responsib-
le finance principles,” Misra said.

The size of the microfinance mar-
ket contracted to ¥3.21 lakh crore by
the end of December, reflecting a
28% squeeze from the peak level of
?4.43 lakh crore seen on March 31,
2024. Lenders slowed loan disburse-
ment during this period to the over-
leveraged bottom of the pyramid
borrowers.

The government mandated that
the maximum tenure of loan carry-
Ing credit guarantee will be for
three years including one year of

4
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moratorium. Banks will have to en-
sure that at least 5% of their total
loan amount under the scheme are
sanctioned to small NBFC-MFIs
having portfolio size below 500
crore, while at least 10% should re-
ach to medium size NBFC-MFIs
having port2fRolio between 500
crore and ¥2000 crore.

The maximum amount of loan
which can be sanctioned to NBFC-
MFIs is capped at 20% of their re-
spective assets under management,
subject to a maximum of 2100 crore
for small entities, ¥200 crore for me-
dium-sized lenders and 300 crore
to large ones,

The funding provided by banks
under the scheme will be partially
guaranteed by National Credit
Guarantee Trustee Company.
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