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The Economic Times
Online
16th September,2019
https://economictimes.indiatimes.com/industry/banking/finance/mfin-sa-dhanrelease-code-for-responsible-lending-for-micro-creditindustry/articleshow/71150442.cms

Lenders of micro loans to follow a responsibility code
Lenders engaged in micro lending including large banks such as IndusInd and Kotak Mahindra have
come together to safeguard their loan asset by preventing over-leveraging of micro borrowers. A
common ‘Code for Responsible Lending’ has been unveiled Monday to bar more than three lenders
offering loans to a single borrower and cap the size of total lending to Rs 1 lakh per borrower. This
revised micro finance code has been on the works for the past one year to expand the scope of it from
a mere code of conduct for NBFC-MFIs to a code for the entire micro-credit industry.
“Introduction of the Code for Responsible Lending in microcredit is momentous for the sector. This is
probably the first time globally where different entities are coming together to self-regulate in a
voluntary fashion,” said Manoj Kumar Nambiar, chair at Microfinance Institutions Network (MFIN),
the industry body for NBFC-MFIs.
Despite success of microfinance in improving access to credit, there have been reports of micro loan
customers borrowing from individual money lenders at high rates to pay back loans taken from
institutional lenders. Reserve Bank of India defines a microfinance customer as a person who has
annual household income of Rs 1 lakh in rural India and Rs 1.6 lakh in urban India.

The code is aimed at keeping indebtedness of poor borrowers under check which would in turn
improve the quality of loan assets for lenders. The code bars lending to a borrower whose loan has
turned non-performing. No lending will also be allowed without update credit bureau report.
At present, a diverse set of lenders such as NBFC-MFIs, banks, small finance banks, NBFCs and nonprofit/section 8 MFIs -- under different regulatory framework, extend micro loans to over five crore
women borrowers from low-income households.
To start with, 90 entities have joined in to adhere the code. Nambiar said that besides IndusInd Bank
and Kotak Mahindra Bank, several other big lenders are expected to endorse it.
The code was launched at Sa-Dhan’s, which is the first industry association for all microfinance firms,
annual national conference held in New Delhi. The industry association for registered NBFCs have also
endorsed the code making it more inclusive. The size of Indian microfinance market has grown to Rs
1.91 lakh crore at the end of June with banks holding 40.9% share of it. NBFC-MFIs are the second
largest provider of micro-credit accounting for 30.2% share. SFBs have total share of 17%, NBFCs 10.8%
and other MFIs account for 1% share in the microfinance sector.
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The Economic Times
Online
18th September,2019
https://economictimes.indiatimes.com/small-biz/sme-sector/microfinancereaching-less-than-20-of-potential-household-equifaxs-manusehgal/articleshow/71179207.cms

Microfinance reaching less than 20% of potential household: Equifax’s Manu Sehgal
Equifax, a global data analytics and technology company, and Small Industries Development Bank of
India (SIDBI) recently came together to launch ‘Microfinance Plus’ – a newsletter to track the lending
trends in the country's microfinance landscape. The newsletter reported that Non-Banking Financial
Company-Micro Finance Institutions (NBFC-MFIs) continue to maintain their market dominance with
a market share of 38% in Q3-FY19 and a robust 24% YoY growth. Manu Sehgal, Business Development
Leader, Equifax, spoke to ET to discuss the latest trends concerning Microfinance Institutions (MFIs)
and much more.
Economic Times (ET): The latest SIDBI-Equifax newsletter reported that NBFC-MFIs continue to
maintain its market dominance with the market share of 38 % in Q3-FY19. How optimistic are you
about the segment's growth in the future, and what factors will be instrumental in its growth?
Manu Sehgal (MS): We believe that in the coming times, there will be some structural adjustments in
the market share of the NBFC-MFIs primarily due to consolidation in the industry whereby the mark
market share of some NBFC-MFIs who have been acquired by banks, will start getting reported under
the banks' category. Having said that, organic growth for NBFC MFIs will continue. Large addressable
households’ market, geographical expansion and a clear competitive advantage in reaching out to lastmile borrowers will be instrumental in the growth of NBFC MFIs.

ET: As per the latest newsletter, loan disbursal in terms of volume grew by 20% in FY19 compared to
FY18. NBFC-MFIs have sourced the highest loans across all categories of lenders. What has led to such
growth?
MS: Historically, NBFC-MFIs have the largest share in MFI disbursements by volumes, and this
dominance continued in the last financial year. One key reason is that NBFC-MFIs account for the
largest number of institutions compared with other categories of lenders. So they have the largest
outreach in terms of branches, clients, employees to source loans. Banks, on the other hand, have
shown the largest YoY growth both for volume and value of loans sourced in the last financial year.
ET: 30+ delinquency for NBFCs at 2.5% is the highest in the industry in Q3 FY19. Do you see this
improving?
MS: We believe that 90+ delinquency is a better barometer to track the health of the MFI industry.
90+ delinquencies for NBFCs was at 0.8% in Q3FY19. Though it is still the worst of all segments, it is
not alarming. Except for a blip in the Q3FY19, overall delinquency trends are on a downward
trajectory.
ET: Delinquency level witnessed improvement across all the DPD (Days Past Due) buckets. PAR (1-29
DPD), which indicates the early delinquency rates, has reduced from 4.74% in March 2017 to 1.40% in
March 2019. What does it say about the changing psyche of borrowers? Are they becoming more
conscious of their credit profiles?
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Business Standard
Online
16th September,2019
https://www.business-standard.com/article/pti-stories/mfin-sa-dhan-releasecode-for-responsible-lending-for-micro-credit-industry-119091600745_1.html

MFIN, Sa-Dhan release code for responsible lending for micro-credit industry
Three self-regulatory organisations on Monday jointly released a code for responsible lending for the
micro-credit industry with an aim at bringing more transparency and address customer-centric issues.
The Code for Responsible Lending (CRL) was launched by Microfinance Institutions Network (MFIN)
and Sa-Dhan along with FIDC.
The Code, launched at Sa-Dhan's 15th Annual National Conference, aims to lay down uniform
principles for customer-conduct in micro-credit, and is sector specific and entity agnostic, MFIN said
in a statement.
One of the major guidelines in CRL mandates that only three microcredit entities can lend to a client
at the same time.
This means that if a client has three active loans from any provider, then a fourth entity will not be
able to lend to the client.
NBFC-MFIs are additionally required to ensure that not more than 2NBFC-MFIs lend to a customer.
Moreover, prior to sanctioning of a loan, a micro-credit provider should ensure that the total
indebtedness should not exceed Rs 1 lakh per customer, MFIN said.

In addition to the CRL, a revised industry Code of Conduct (CoC) was also released for microfinance
institutions (MFIs) that will act as a binding and compulsory set of principles in relation to lending
practices, the release said.
"This is a significant self-regulatory step across all RBI regulated entities and others that aims at
safeguarding the interests of low-income customers through enhancing transparency and compliance.
"We are happy to note that over 90 entities have signed up for the CRL as "Responsible Lenders" and
are hopeful that soon all microfinance lenders will come forward to endorse and adhere to it," said
Manoj Nambiar, Chairperson, MFIN.
Vijayalakshmi Das, Chair, Sa-Dhan added that the industry code has been strengthened in the areas of
risk management, responsible lending and HR practices which include training and client education.
MFIN further said a significant development in the CRL adoption was the signing up of the Finance
Industry Development Council (FIDC), the self-regulatory organization for registered NBFCs.
This makes the CRL more inclusive in its coverage, it added.
A wide range of providers such as NBFC-MFIs, banks, small finance banks (SFBs), NBFCs and Nonprofit/Section 8 MFIs, under different regulatory framework, provide micro-credit to over 5 crore
customers from low-income households.
"Building on key regulatory customer-protection measures as described in RBI Master Directions for
NBFC-MFIs, RBI Fair Practice Code for Banks and NBFCs, Industry Code of Conduct and RBI Charter of
Customer's Rights for micro-credit sector, CRL includes most critical elements which are required to
be adopted by providers while delivering micro-credit loan," MFIN said.
As per MFIN's first quarter 2019-20 Micrometer report, the entire microfinance industry has witnessed
a growth of 42.9 per cent year-on-year.
Banks hold 40.9 per cent share of the total micro-credit while NBFC-MFIs are the second largest
provider of micro-credit accounting for 30.2 per cent share. SFBs have total share of 17 per cent, NBFCs
10.8 per cent and other MFIs account for one per cent share.
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Live Mint
Online
12th September,2019
https://www.livemint.com/companies/start-ups/arohan-in-talks-with-sovereignwealth-funds-pes-to-raise-200-mn-1568309310571.html

Arohan in talks with sovereign wealth funds, PEs to raise $200 mn
Arohan Financial Services is in talks to raise $200 million from existing and new investors, two people
aware of the matter said on condition of anonymity, as the microfinance firm backed by the
Aavishkaar-Intellecap group looks to expand business before a public share sale. Of this, Arohan is
already close to raising ₹130 crore (approximately $18 million) from existing investors such as private
equity firm Tano Capital, secondary deals specialist TR Capital, Danish private equity firm Maj Invest
and the Michael and Susan Dell Foundation, managing director Manoj Kumar Nambiar said.
Arohan plans to complete the fundraise in the next few months, and is in discussions with sovereign
wealth funds, PE funds and development finance institutions, Nambiar said in an interview.
Founded in 2006, Arohan is backed by impact investment firm Aavishkaar-Intellecap group and claims
to be the largest microfinance institution in east India. It operates in 10 low-income states of central
and eastern India and has a loan portfolio worth ₹4,500 crore.

Parent Aavishkaar-Intellecap group will also invest in this round of fundraising, Nambiar said. After the
fundraise, Aavishkaar’s stake is expected to increase to 36.5% from the 24% it owned in September
last year, when it was planning to list in public markets.
“The current fundraise will help get our promoter holding at an optimum level (at 36.5%), strengthen
the capital base of the company for the next phase of growth and also facilitate an exit for old
investors," Nambiar said.
“Post this, the promoter group and the board will take a call on the IPO timing, size, etc. The path to
an IPO takes at least 12 to 18 months given regulatory approvals, market appetite, etc.," he added.
The company claims to have over 2 million clients via 645 branches and over 5,600 employees.
“We serve over 2 million end clients today across the 10 states through a network of 645 branches
manned by over 5,600 employees. We are a unique NBFC MFI which is highly IT-enabled, has the
ability to originate, underwrite and manage credit ticket size of ₹10,000 to ₹20 crore to different client
segments," he added.
With the fundraise, Arohan also plans to diversify its product offerings to cater to the needs of an
entire family. “This means we will deal with the other requirements like a two-wheeler loans, an
education loan, a home improvement loan, a business loan and other services like bank accounts,
insurance, pensions etc," Nambiar said.
Arohan Financial Services’ efforts to raise capital come at a time when many non-bank lenders are
struggling due to the liquidity crunch following defaults at companies such as Infrastructure Leasing
and Financial Services (IL&FS), and Dewan Housing Finance Ltd.
The microfinance industry, however, has continued to see strong growth in loan disbursals. Gross loan
portfolio stood at ₹1.87 trillion at the end of 31 March, up 38% year-on-year, according to a June
report by MFIN, an RBI-recognised self-regulatory organisation and industry association of the
microfinance industry.
The industry recorded 93.3 million microfinance accounts as of 31 March, a growth of 21.9% from a
year ago. Eastern India, where Arohan operates, continued to show strong growth with Bihar and
Odisha now ranked 2 and 3 in terms of number of customers, the report said.
“The liquidity crisis has had no impact on us at all on both availability of funds and cost of funds. With
our size, ratings, credibility, promoter group holding, we have been able to build on our borrowing
relationships and grow them," Nambiar said.
Besides Arohan, Aavishkaar Group’s businesses currently include IntelleGrow, which provides
business loans to small and medium firms; and Tribe, a fintech platform connecting lenders to small
entrepreneurs. It also runs an asset management business which manages several impact investment
funds.
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Bloomberg Quint
Online
11th September,2019
https://www.bloombergquint.com/business/creditaccess-grameen-aims-to-growat-30-in-next-five-years-says-ceo

CreditAccess Grameen Aims To Grow At 30% In Next Five Years, Says CEO
Microfinance firm CreditAccess Grameen Ltd. aims to grow at an annualised rate of 30 percent in the
next five years as it looks to tap households that don’t have access to financial institutions. “A
compounded annual growth rate of around 30 percent for the next five years is possible against 50
percent clocked in last five years,” Udaya Kumar Hebbar, managing director and chief executive
officerofficer of CreditAccess Grameen, told BloombergQuint in an interview. “We have a huge
potential to grow as there are still 75-100 million households [in India] that remain unbanked.” This
comes at a time the microfinance industry witnessed 42.9 percent year-on-year growth in the first
quarter of 2019-20. The total loan portfolio stood at Rs 19 lakh crore as on June 30, according to a
report by MicroFinance Institutions Network, an association for the microfinance sector in India
According to Hebbar, diversification of CreditAccess Grameen’s funding sources to National Bank for
Agriculture and Rural Development, foreign institutional investors, and external commercial
borrowings helped the company overcome the liquidity crunch in the financial system. “Already 20
percent of our funding is coming from abroad and we plan to enhance it to 30-40 percent in the near
future,”said Hebbar. On Wednesday, shares of the Bengaluru-based firm rose as much as 1.7 percent
to Rs 618 apiece, compared to a 0.37 percent gain in the Nifty 50 Index.
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The Hindu Business Line
Online
16th September,2019
https://www.thehindubusinessline.com/money-and-banking/microfinanceindustry-gets-code-for-responsible-lending/article29432617.ece

Microfinance industry gets ‘Code for Responsible Lending’
Microfinance Institutions Network (MFIN) and Sa-Dhan, the RBI-recognised self-regulatory
organisation and industry association for the microfinance industry, along with FIDC, have jointly
released the ‘Code for Responsible Lending’ (CRL) for the micro credit industry. The CRL was launched
at Sa-Dhan’s 15th Annual National Conference in New Delhi on Monday.
The CRL is sector-specific and entity-agnostic. In addition to the CRL, a revised industry Code of
Conduct (CoC) was also released for Microfinance Institutions (MFIs) that will act as a binding and
compulsory set of principles with respect to lending practices.
Manoj Nambiar, Chairperson, MFIN, said: “This is a significant self-regulatory step across all RBIregulated entities and others that aims at safeguarding the interests of low-income customers through
enhancing transparency and compliance.
“We are happy to note that more than 90 entities have signed up for the CRL as ‘responsible lenders’,
and are hopeful that soon all microfinance lenders will come forward to endorse and adhere to it.”
Vijayalakshmi Das, Chair, Sa-Dhan, said: “This launch is in line with our objective of furthering
responsible finance across the entire sector. Many lenders of diverse legal form are coming on board,

as the code engages with all those catering to the same microfinance client. It will bring about a levelplaying field for all and ensure that client protection is more adequately addressed.
“Meanwhile, the industry code has been strengthened in the areas of risk management, responsible
lending, and HR practices, which includes training and client education.”
Tie up with FIDC
A significant development in CRL adoption was the signing up of the Finance Industry Development
Council (FIDC), the self-regulatory organisation for registered NBFCs. This makes CRL more inclusive in
its coverage.
Raman Aggarwal, Chairman, FIDC, said: “We are pleased to sign the Code for Responsible Lending,
along with MFIN and Sa-Dhan. The NBFC sector has been going through a challenging scenario for the
last one year where banks, which are the major source of funding, have become risk-averse.
“CRL will be a step in the right direction to restore confidence in the non-banking lending community,
as this will bring better discipline and harmony among the asset financing, loan financing and micro
financing NBFCs.”
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The Times of India
Online
16th September,2019
https://timesofindia.indiatimes.com/business/india-business/mfin-sa-dhanrelease-code-for-responsible-lending-for-micro-creditindustry/articleshow/71150154.cms
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Outlook
Online
16th September,2019
https://www.outlookindia.com/newsscroll/mfin-sadhan-release-code-forresponsible-lending-for-microcredit-industry/1619915

MFIN, Sa-Dhan release code for responsible lending for micro-credit industry
Three self-regulatory organisations on Monday jointly released a code for responsible lending for the
micro-credit industry with an aim at bringing more transparency and address customer-centric issues.
The Code for Responsible Lending (CRL) was launched by Microfinance Institutions Network (MFIN)
and Sa-Dhan along with FIDC.
The Code, launched at Sa-Dhan’s 15th Annual National Conference, aims to lay down uniform
principles for customer-conduct in micro-credit, and is sector specific and entity agnostic, MFIN said
in a statement.
One of the major guidelines in CRL mandates that only three microcredit entities can lend to a client
at the same time.
This means that if a client has three active loans from any provider, then a fourth entity will not be
able to lend to the client.
NBFC-MFIs are additionally required to ensure that not more than 2NBFC-MFIs lend to a customer.
Moreover, prior to sanctioning of a loan, a micro-credit provider should ensure that the total
indebtedness should not exceed Rs 1 lakh per customer, MFIN said.

In addition to the CRL, a revised industry Code of Conduct (CoC) was also released for microfinance
institutions (MFIs) that will act as a binding and compulsory set of principles in relation to lending
practices, the release said.
"This is a significant self-regulatory step across all RBI regulated entities and others that aims at
safeguarding the interests of low-income customers through enhancing transparency and compliance.
"We are happy to note that over 90 entities have signed up for the CRL as "Responsible Lenders" and
are hopeful that soon all microfinance lenders will come forward to endorse and adhere to it," said
Manoj Nambiar, Chairperson, MFIN.
Vijayalakshmi Das, Chair, Sa-Dhan added that the industry code has been strengthened in the areas of
risk management, responsible lending and HR practices which include training and client education.
MFIN further said a significant development in the CRL adoption was the signing up of the Finance
Industry Development Council (FIDC), the self-regulatory organization for registered NBFCs.
This makes the CRL more inclusive in its coverage, it added.
A wide range of providers such as NBFC-MFIs, banks, small finance banks (SFBs), NBFCs and Nonprofit/Section 8 MFIs, under different regulatory framework, provide micro-credit to over 5 crore
customers from low-income households.
"Building on key regulatory customer-protection measures as described in RBI Master Directions for
NBFC-MFIs, RBI Fair Practice Code for Banks and NBFCs, Industry Code of Conduct and RBI Charter of
Customer’s Rights for micro-credit sector, CRL includes most critical elements which are required to
be adopted by providers while delivering micro-credit loan," MFIN said.
As per MFIN’s first quarter 2019-20 Micrometer report, the entire microfinance industry has
witnessed a growth of 42.9 per cent year-on-year.
Banks hold 40.9 per cent share of the total micro-credit while NBFC-MFIs are the second largest
provider of micro-credit accounting for 30.2 per cent share. SFBs have total share of 17 per cent, NBFCs
10.8 per cent and other MFIs account for one per cent share.

Publication
Edition
Date
Link

Bloomberg Quint
Online
16th September,2019
https://www.bloombergquint.com/business/2019/09/16/mfin-sa-dhan-releasecode-for-responsible-lending-for-micro-credit-industry

Microfinance Industry To Self-Regulate With Code For Responsible Lending
Three self-regulatory organisations on Monday jointly released a code for responsible lending for the
micro-credit industry with an aim at bringing more transparency and address customer issues.
The Code for Responsible Lending was launched by Microfinance Institutions Network and Sa-Dhan
along with Finance Industry Development Council .
The Code, launched at Sa-Dhan’s 15th Annual National Conference, aims to lay down uniform
principles for customer-conduct in micro-credit, and is sector specific and entity agnostic, MFIN said
in a statement.
One of the major guidelines in code mandates that only three micro-credit entities can lend to a client
at the same time.
This means that if a client has three active loans from any provider, then a fourth entity will not be
able to lend to the client.
Non-banking microfinanciers are additionally required to ensure that not more than two NBFCmicrofinance institutions lend to a customer. Besides, prior to sanctioning of a loan, a micro-credit
provider should ensure that the total indebtedness should not exceed Rs 1 lakh per customer, MFIN
said.

In addition to the responsible code, a revised industry Code of Conduct was also released for
microfinanciers that will act as a binding and compulsory set of principles in relation to lending
practices, the release said.
“This is a significant self-regulatory step across all RBI regulated entities and others that aims at
safeguarding the interests of low-income customers through enhancing transparency and
compliance,” said Manoj Nambiar, Chairperson, MFIN. “We are happy to note that over 90 entities
have signed up for the CRL as "Responsible Lenders" and are hopeful that soon all microfinance
lenders will come forward to endorse and adhere to it.”
Vijayalakshmi Das, Chair, Sa-Dhan added that the industry code has been strengthened in the areas of
risk management, responsible lending and human resource practices which include training and client
education.
MFIN further said a significant development in the CRL adoption was the signing up of the FIDC, the
self-regulatory organisation for registered NBFCs.
This makes the CRL more inclusive in its coverage, it added.
A wide range of providers such as NBFC-MFIs, banks, small finance banks, NBFCs and Nonprofit/Section 8 MFIs, under different regulatory framework, provide micro-credit to over 5 crore
customers from low-income households.
“Building on key regulatory customer-protection measures as described in RBI Master Directions for
NBFC-MFIs, RBI Fair Practice Code for Banks and NBFCs, Industry Code of Conduct and RBI Charter of
Customer's Rights for micro-credit sector, CRL includes most critical elements which are required to
be adopted by providers while delivering micro-credit loan,” MFIN said.
As per MFIN's first quarter 2019-20 Micrometer report, the entire microfinance industry has witnessed
a growth of 42.9 percent year-on-year.
Banks hold 40.9 percent share of the total micro-credit while NBFC-MFIs are the second largest
provider of micro-credit accounting for 30.2 percent share. SFBs have total share of 17 percent, NBFCs
10.8 percent and other MFIs account for 1 percent share.
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Indian Infoline
Online
16th September,2019
https://www.indiainfoline.com/article/news-sector-banking-financials/mfin-sadhan-collaborate-to-launch-code-for-responsible-lending-for-microfinanceindustry-119091600127_1.html

MFIN, Sa-Dhan collaborate to launch ‘Code for Responsible Lending’ for microfinance industry
Microfinance Institutions Network (MFIN) and Sa-Dhan, the RBI recognized self-regulatory
organisations and industry associations for the microfinance industry, along with FIDC, have jointly
released ‘Code for Responsible Lending’ (CRL) for the micro-credit industry. The launch was done at
Sa-Dhan’s 15th Annual National Conference in New Delhi. The CRL, which aims to lay down uniform
principles for customer-conduct in micro-credit, is sector specific and entity agnostic. In addition to
the CRL, a revised industry Code of Conduct (CoC) was also released for Microfinance Institutions
(MFIs) that will act as a binding and compulsory set of principles w.r.t. lending practices.
According to Manoj Nambiar, Chairperson, MFIN, “Microfinance sector has seen a robust growth over
the last few years and after the segregation of various entities in this segment, the landscape has
evolved markedly. While it has added to the overall expansion of the industry, it has also presented
us with a challenge where there is no uniform regulation for different regulated entities serving microcredit clients. This is a significant self-regulatory step across all RBI regulated entities & others that
aims at safeguarding the interests of low-income customers through enhancing transparency and
compliance. We are happy to note that over 90 entities have signed up for the CRL as "Responsible
Lenders" and are hopeful that soon all microfinance lenders will come forward to endorse and adhere
to it.”

Speaking on the launch, Vijayalakshmi Das, Chair, Sa-Dhan, said, “This launch is in line with our
objective of furthering responsible finance across the entire sector. Many lenders of diverse legal form
are coming on-board, as the Code engages with all those catering to the same microfinance client. It
is hoped to bring about a level playing field for all and ensure client protection is more adequately
addressed. Meanwhile the Industry Code has been strengthened in the areas of risk management,
responsible lending and HR practices which includes training and client education.”
A significant development in the CRL adoption was the signing up of the Finance Industry
Development Council (FIDC), the Self-Regulatory Organization for Registered NBFCs. This makes the
CRL more inclusive in its coverage.
Mr Raman Aggarwal, Chairman - FIDC, said, “We are pleased to sign the Code for Responsible Lending
along with MFIN and Sa-Dhan. The NBFC sector has been going through a challenging scenario for the
last one year where banks, which are the major source of funding, have become risk averse. CRL shall
be a step in the right direction to restore the confidence in the Non-Bank lending community, as this
shall bring better discipline and harmony among the Asset Financing, Loan Financing and Micro
Financing NBFCs.”
Over the last two decades, the micro-credit sector has successfully mainstreamed itself as a key
delivery channel to provide credit to low-income households. Currently a wide range of Providers such
as NBFC-MFIs, Banks, SFBs, NBFCs and Non-profit/Section 8 MFIs, under different regulatory
framework, provide micro-credit to over 5 crore customers from low-income households. Building on
key regulatory customer-protection measures as described in RBI Master Directions for NBFC-MFIs,
RBI Fair Practice Code for Banks and NBFCs, Industry Code of Conduct and RBI Charter of Customer’s
Rights for micro-credit sector, CRL includes most critical elements which are required to be adopted
by providers while delivering micro-credit loan.
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MFIN, Sa-Dhan release code for responsible lending for micro-credit industry
Three self-regulatory organisations on Monday jointly released a code for responsible lending for the
micro-credit industry with an aim at bringing more transparency and address customer-centric issues.
The Code for Responsible Lending (CRL) was launched by Microfinance Institutions Network (MFIN)
and Sa-Dhan along with FIDC.
The Code, launched at Sa-Dhan's 15th Annual National Conference, aims to lay down uniform
principles for customer-conduct in micro-credit, and is sector specific and entity agnostic, MFIN said
in a statement.
One of the major guidelines in CRL mandates that only three microcredit entities can lend to a client
at the same time.
This means that if a client has three active loans from any provider, then a fourth entity will not be
able to lend to the client.
NBFC-MFIs are additionally required to ensure that not more than 2NBFC-MFIs lend to a customer.
Moreover, prior to sanctioning of a loan, a micro-credit provider should ensure that the total
indebtedness should not exceed Rs 1 lakh per customer, MFIN said.

"We are happy to note that over 90 entities have signed up for the CRL as "Responsible Lenders" and
are hopeful that soon all microfinance lenders will come forward to endorse and adhere to it," said
Manoj Nambiar, Chairperson, MFIN.
Vijayalakshmi Das, Chair, Sa-Dhan added that the industry code has been strengthened in the areas of
risk management, responsible lending and HR practices which include training and client education.
MFIN further said a significant development in the CRL adoption was the signing up of the Finance
Industry Development Council (FIDC), the self-regulatory organization for registered NBFCs.
This makes the CRL more inclusive in its coverage, it added.
A wide range of providers such as NBFC-MFIs, banks, small finance banks (SFBs), NBFCs and Nonprofit/Section 8 MFIs, under different regulatory framework, provide micro-credit to over 5 crore
customers from low-income households.
"Building on key regulatory customer-protection measures as described in RBI Master Directions for
NBFC-MFIs, RBI Fair Practice Code for Banks and NBFCs, Industry Code of Conduct and RBI Charter of
Customer's Rights for micro-credit sector, CRL includes most critical elements which are required to
be adopted by providers while delivering micro-credit loan," MFIN said.
As per MFIN's first quarter 2019-20 Micrometer report, the entire microfinance industry has witnessed
a growth of 42.9 per cent year-on-year.
Banks hold 40.9 per cent share of the total micro-credit while NBFC-MFIs are the second largest
provider of micro-credit accounting for 30.2 per cent share. SFBs have total share of 17 per cent, NBFCs
10.8 per cent and other MFIs account for one per cent share.
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MFIN, Sa-Dhan release code for responsible lending for micro-credit industry
Three self-regulatory organisations on Monday jointly released a code for responsible lending for the
micro-credit industry with an aim at bringing more transparency and address customer-centric issues.
The Code for Responsible Lending (CRL) was launched by Microfinance Institutions Network (MFIN)
and Sa-Dhan along with FIDC.
The Code, launched at Sa-Dhan’s 15th Annual National Conference, aims to lay down uniform
principles for customer-conduct in micro-credit, and is sector specific and entity agnostic, MFIN said
in a statement. One of the major guidelines in CRL mandates that only three microcredit entities can
lend to a client at the same time.
This means that if a client has three active loans from any provider, then a fourth entity will not be
able to lend to the client. NBFC-MFIs are additionally required to ensure that not more than 2NBFCMFIs lend to a customer. Moreover, prior to sanctioning of a loan, a micro-credit provider should
ensure that the total indebtedness should not exceed Rs 1 lakh per customer, MFIN said.

In addition to the CRL, a revised industry Code of Conduct (CoC) was also released for microfinance
institutions (MFIs) that will act as a binding and compulsory set of principles in relation to lending
practices, the release said. "This is a significant self-regulatory step across all RBI regulated entities
and others that aims at safeguarding the interests of low-income customers through enhancing
transparency and compliance.
"We are happy to note that over 90 entities have signed up for the CRL as "Responsible Lenders" and
are hopeful that soon all microfinance lenders will come forward to endorse and adhere to it," said
Manoj Nambiar, Chairperson, MFIN. Vijayalakshmi Das, Chair, Sa-Dhan added that the industry code
has been strengthened in the areas of risk management, responsible lending and HR practices which
include training and client education.
MFIN further said a significant development in the CRL adoption was the signing up of the Finance
Industry Development Council (FIDC), the self-regulatory organization for registered NBFCs. This
makes the CRL more inclusive in its coverage, it added.
A wide range of providers such as NBFC-MFIs, banks, small finance banks (SFBs), NBFCs and Nonprofit/Section 8 MFIs, under different regulatory framework, provide micro-credit to over 5 crore
customers from low-income households. "Building on key regulatory customer-protection measures
as described in RBI Master Directions for NBFC-MFIs, RBI Fair Practice Code for Banks and NBFCs,
Industry Code of Conduct and RBI Charter of Customer’s Rights for micro-credit sector, CRL includes
most critical elements which are required to be adopted by providers while delivering micro-credit
loan," MFIN said.
As per MFIN’s first quarter 2019-20 Micrometer report, the entire microfinance industry has
witnessed a growth of 42.9 per cent year-on-year. Banks hold 40.9 per cent share of the total microcredit while NBFC-MFIs are the second largest provider of micro-credit accounting for 30.2 per cent
share. SFBs have total share of 17 per cent, NBFCs 10.8 per cent and other MFIs account for one per
cent share.
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MFIN, Sa-Dhan Collaborate to Launch ‘Code for Responsible Lending’ for Micro-Finance Industry
Microfinance Institutions Network (MFIN) and Sa-Dhan, the RBI recognized self-regulatory
organisations and industry associations for the microfinance industry, along with FIDC, have jointly
released ‘Code for Responsible Lending’ (CRL) for the micro-credit industry.
The launch was done today at Sa-Dhan’s 15th Annual National Conference in New Delhi. The CRL,
which aims to lay down uniform principles for customer-conduct in micro-credit, is sector specific and
entity agnostic. In addition to the CRL, a revised industry Code of Conduct (CoC) was also released for
Microfinance Institutions (MFIs) that will act as a binding and compulsory set of principles w.r.t.
lending practices.
According to Mr. Manoj Nambiar, Chairperson, MFIN, “Microfinance sector has seen a robust growth
over the last few years and after the segregation of various entities in this segment, the landscape has
evolved markedly.
While it has added to the overall expansion of the industry, it has also presented us with a challenge
where there is no uniform regulation for different regulated entities serving micro-credit clients.
This is a significant self-regulatory step across all RBI regulated entities & others that aims at
safeguarding the interests of low-income customers through enhancing transparency and compliance.

We are happy to note that over 90 entities have signed up for the CRL as “Responsible Lenders” and
are hopeful that soon all microfinance lenders will come forward to endorse and adhere to it.”
Speaking on the launch, Ms Vijayalakshmi Das, Chair, Sa-Dhan, said, “This launch is in line with our
objective of furthering responsible finance across the entire sector. Many lenders of diverse legal form
are coming on-board, as the Code engages with all those catering to the same microfinance client.
It is hoped to bring about a level playing field for all and ensure client protection is more adequately
addressed. Meanwhile the Industry Code has been strengthened in the areas of risk management,
responsible lending and HR practices which includes training and client education.”
A significant development in the CRL adoption was the signing up of the Finance Industry Development
Council (FIDC), the Self-Regulatory Organization for Registered NBFCs. This makes the CRL more
inclusive in its coverage. Mr Raman Aggarwal, Chairman – FIDC, said, “We are pleased to sign the Code
for Responsible Lending along with MFIN and Sa-Dhan. The NBFC sector has been going through a
challenging scenario for the last one year where banks, which are the major source of funding, have
become risk averse.
CRL shall be a step in the right direction to restore the confidence in the Non-Bank lending community,
as this shall bring better discipline and harmony among the Asset Financing, Loan Financing and Micro
Financing NBFCs.”
Over the last two decades, the micro-credit sector has successfully mainstreamed itself as a key
delivery channel to provide credit to low-income households. Currently a wide range of Providers such
as NBFC-MFIs, Banks, SFBs, NBFCs and Non-profit/Section 8 MFIs, under different regulatory
framework, provide micro-credit to over 5 crore customers from low-income households. Building on
key regulatory customer-protection measures as described in RBI Master Directions for NBFC-MFIs,
RBI Fair Practice Code for Banks and NBFCs, Industry Code of Conduct and RBI Charter of Customer’s
Rights for micro-credit sector, CRL includes most critical elements which are required to be adopted
by providers while delivering micro-credit loan.
One of the major guidelines in CRL mandates that only three microcredit entities can lend to a client
at the same. This means that if a client has three active loans from any Provider, then a fourth entity
will not be able to lend to the client. NBFC-MFIs are additionally required to ensure that not more than
2 NBFC-MFIs lend to a customer. Moreover, prior to sanctioning of loan, a micro-credit provider should
ensure that the total indebtedness should not exceed Rs 1 lakh per customer.
Further, the revised industry Code of Conduct (CoC) released by MFIN and Sa-Dhan for the
microfinance sector aims to enhance responsible lending behavior and practices which is central to
customer welfare. Given that customers of micro-credit may not always fully understand the product
and its impact, it is imperative that providers take greater responsibility to ensure that customers’
interests are protected through internalizing these practices.
Both CRL and CoC aim at promoting and advancing ‘responsible lending’ practices in the microfinance.
A microfinance customer as defined by the RBI (for NBFC-MFIs) is a person with an annual household
income of Rs 1 lakh in rural India and Rs 1.6 lakhs in urban India.

As per MFIN’s Q1FY20 Micrometer report, the entire microfinance industry has witnessed a growth of
42.9% YoY. Banks hold 40.9% share of the total micro-credit universe while NBFC-MFIs are the second
largest provider of micro-credit accounting for 30.2% share. SFBs have total share of 17.0%, NBFCs
10.8% and other MFIs account for 1% share in the microfinance universe.
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MFIN, Sa-Dhan jointly launch ‘Code for Responsible Lending’ for microfinance industry
Microfinance Institutions Network (MFIN) and Sa-Dhan, the Reserve Bank of India recognised selfregulatory organisations and industry associations for the microfinance industry, along with Finance
Industry Development Council (FIDC), have jointly unveiled the ‘Code for Responsible Lending’ (CRL)
for the micro-credit industry.
The launch was done today at Sa-Dhan’s 15th Annual National Conference in New Delhi. The CRL, aims
to ensure uniform principles for customer-conduct in micro-credit. It is sector-specific and entity
agnostic.
Further, a modified industry Code of Conduct (CoC) was also introduced for Microfinance Institutions
(MFIs) that will act as a binding and compulsory set of principles w.r.t. lending practices.
According to Manoj Nambiar, Chairperson, MFIN, “Microfinance sector has seen a robust growth over
the last few years and after the segregation of various entities in this segment, the landscape has
evolved markedly. While it has added to the overall expansion of the industry, it has also presented
us with a challenge where there is no uniform regulation for different regulated entities serving microcredit clients. This is a significant self-regulatory step across all RBI regulated entities & others that
aims at safeguarding the interests of low-income customers through enhancing transparency and
compliance. We are happy to note that over 90 entities have signed up for the CRL as “Responsible
Lenders” and are hopeful that soon all microfinance lenders will come forward to endorse and adhere
to it.”

Vijayalakshmi Das, Chair, Sa-Dhan, said, “This launch is in line with our objective of furthering
responsible finance across the entire sector. Many lenders of diverse legal form are coming on-board,
as the Code engages with all those catering to the same microfinance client. It is hoped to bring about
a level playing field for all and ensure client protection is more adequately addressed. Meanwhile, the
Industry Code has been strengthened in the areas of risk management, responsible lending and HR
practices which includes training and client education.”
A significant move in the CRL adoption was the participation of the Finance Industry Development
Council (FIDC), the Self-Regulatory Organisation for Registered NBFCs. This increases CRL’s inclusivity
in its coverage.
Raman Aggarwal, Chairman – FIDC, said, “We are pleased to sign the Code for Responsible Lending
along with MFIN and Sa-Dhan. The NBFC sector has been going through a challenging scenario for the
last one year where banks, which are the major source of funding, have become risk-averse. CRL shall
be a step in the right direction to restore the confidence in the Non-Bank lending community, as this
shall bring better discipline and harmony among the Asset Financing, Loan Financing and Micro
Financing NBFCs.”
For the last two decades, the microcredit sector has effectively mainstreamed itself as a key point of
delivery to offer credit to low-income households. As of now, a plethora of Providers such as NBFCMFIs, Banks, SFBs, NBFCs and Non-profit/Section 8 MFIs, under the various regulatory framework,
ensure micro-credit to over five crore customers from low-income households.
Building on key regulatory customer-protection measures as described in RBI Master Directions for
NBFC-MFIs, RBI Fair Practice Code for Banks and NBFCs, Industry Code of Conduct and RBI Charter of
Customer’s Rights for the micro-credit sector, CRL includes most critical elements which are required
to be adopted by providers while delivering micro-credit loan.
One of the pivotal guidelines in CRL mandates that only three microcredit entities can lend to a client
at the same. This means that if a client has three active loans from any
Provider, then a fourth entity will not be able to lend to the client.
NBFC-MFIs are additionally required to ensure that not more than 2 NBFC-MFIs lend to a customer.
Moreover, prior to sanctioning of loan, a micro-credit provider should ensure that the total
indebtedness should not exceed Rs 1 lakh per customer.
Besides, the revised industry Code of Conduct (CoC) unveiled by MFIN and Sa-Dhan for the
microfinance sector focuses on enhancing the responsible lending activities and practices which is
central to customer welfare.
Going by the fact that customers of micro-credit may not always pose complete understanding of the
product and its impact, it is crucial that providers take larger responsibility to ensure that customers’
interests are protected through internalizing these practices.
Both CRL and CoC are focused on highlighting and advancing ‘responsible lending’ practices in
microfinance. A microfinance customer as defined by the RBI (for NBFC-MFIs) is one that holds an
annual household income of Rs 1 lakh in rural India and Rs 1.6 lakhs in urban India.

As per MFIN’s Q1FY20 Micrometer report, the entire microfinance industry has witnessed a growth of
42.9 percent YoY. Banks hold 40.9 percent share of the total microcredit universe while NBFC-MFIs
are the second largest provider of micro-credit accounting for 30.2 percent share. SFBs have total
share of 17.0 percent, NBFCs 10.8 percent and other MFIs account for 1 percent share in the
microfinance universe.
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MFIN and Sa-Dhan collaborate to launch ‘Code for Responsible Lending’ for microfinance industry
Microfinance Institutions Network (MFIN) and Sa-Dhan, the RBI recognized self-regulatory
organisations and industry associations for the microfinance industry, along with FIDC, have jointly
released ‘Code for Responsible Lending’ (CRL) for the micro-credit industry. The launch was done
today at Sa-Dhan’s 15th Annual National Conference in New Delhi. The CRL, which aims to lay down
uniform principles for customer-conduct in micro-credit, is sector specific and entity agnostic. In
addition to the CRL, a revised industry Code of Conduct (CoC) was also released for Microfinance
Institutions (MFIs) that will act as a binding and compulsory set of principles w.r.t. lending practices.
According to Mr. Manoj Nambiar, Chairperson, MFIN, “Microfinance sector has seen a robust growth
over the last few years and after the segregation of various entities in this segment, the landscape has
evolved markedly. While it has added to the overall expansion of the industry, it has also presented
us with a challenge where there is no uniform regulation for different regulated entities serving microcredit clients. This is a significant self-regulatory step across all RBI regulated entities & others that
aims at safeguarding the interests of low-income customers through enhancing transparency and
compliance. We are happy to note that over 90 entities have signed up for the CRL as “Responsible
Lenders” and are hopeful that soon all microfinance lenders will come forward to endorse and adhere
to it.”

Speaking on the launch, Ms Vijayalakshmi Das, Chair, Sa-Dhan, said, “This launch is in line with our
objective of furthering responsible finance across the entire sector. Many lenders of diverse legal form
are coming on-board, as the Code engages with all those catering to the same microfinance client. It
is hoped to bring about a level playing field for all and ensure client protection is more adequately
addressed. Meanwhile the Industry Code has been strengthened in the areas of risk management,
responsible lending and HR practices which includes training and client education.”
A significant development in the CRL adoption was the signing up of the Finance Industry Development
Council (FIDC), the Self-Regulatory Organization for Registered NBFCs. This makes the CRL more
inclusive in its coverage.
Mr Raman Aggarwal, Chairman – FIDC, said, “We are pleased to sign the Code for Responsible Lending
along with MFIN and Sa-Dhan. The NBFC sector has been going through a challenging scenario for the
last one year where banks, which are the major source of funding, have become risk averse. CRL shall
be a step in the right direction to restore the confidence in the Non-Bank lending community, as this
shall bring better discipline and harmony among the Asset Financing, Loan Financing and Micro
Financing NBFCs.”
Over the last two decades, the micro-credit sector has successfully mainstreamed itself as a key
delivery channel to provide credit to low-income households. Currently a wide range of Providers such
as NBFC-MFIs, Banks, SFBs, NBFCs and Non-profit/Section 8 MFIs, under different regulatory
framework, provide micro-credit to over 5 crore customers from low-income households. Building on
key regulatory customer-protection measures as described in RBI Master Directions for NBFC-MFIs,
RBI Fair Practice Code for Banks and NBFCs, Industry Code of Conduct and RBI Charter of Customer’s
Rights for micro-credit sector, CRL includes most critical elements which are required to be adopted
by providers while delivering micro-credit loan.
One of the major guidelines in CRL mandates that only three microcredit entities can lend to a client
at the same. This means that if a client has three active loans from any
Provider, then a fourth entity will not be able to lend to the client. NBFC-MFIs are additionally required
to ensure that not more than 2 NBFC-MFIs lend to a customer. Moreover, prior to sanctioning of loan,
a micro-credit provider should ensure that the total indebtedness should not exceed Rs 1 lakh per
customer.
Further, the revised industry Code of Conduct (CoC) released by MFIN and Sa-Dhan for the
microfinance sector aims to enhance responsible lending behavior and practices which is central to
customer welfare. Given that customers of micro-credit may not always fully understand the product
and its impact, it is imperative that providers take greater responsibility to ensure that customers’
interests are protected through internalizing these practices.
Both CRL and CoC aim at promoting and advancing ‘responsible lending’ practices in the microfinance.
A microfinance customer as defined by the RBI (for NBFC-MFIs) is a person with an annual household
income of Rs 1 lakh in rural India and Rs 1.6 lakhs in urban India.
As per MFIN’s Q1FY20 Micrometer report, the entire microfinance industry has witnessed a growth of
42.9% YoY. Banks hold 40.9% share of the total micro-credit universe while NBFC-MFIs are the second

largest provider of micro-credit accounting for 30.2% share. SFBs have total share of 17.0%, NBFCs
10.8% and other MFIs account for 1% share in the microfinance universe.
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MFIN and Sa-Dhan launch ‘Code for Responsible Lending’
Microfinance Institutions Network (MFIN) and Sa-Dhan, the RBI recognized self-regulatory
organisations and industry associations for the microfinance industry, along with FIDC, have jointly
released ‘Code for Responsible Lending’ (CRL) for the micro-credit industry. The launch was done
today at Sa-Dhan’s 15th Annual National Conference in New Delhi. The CRL, which aims to lay down
uniform principles for customer-conduct in micro-credit, is sector specific and entity agnostic. In
addition to the CRL, a revised industry Code of Conduct (CoC) was also released for Microfinance
Institutions (MFIs) that will act as a binding and compulsory set of principles w.r.t. lending practices.
According to Manoj Nambiar, Chairperson, MFIN “Microfinance sector has seen a robust growth over
the last few years and after the segregation of various entities in this segment, the landscape has
evolved markedly. While it has added to the overall expansion of the industry, it has also presented
us with a challenge where there is no uniform regulation for different regulated entities serving micro-

credit clients. This is a significant self-regulatory step across all RBI regulated entities & others that
aims at safeguarding the interests of low-income customers through enhancing transparency and
compliance. We are happy to note that over 90 entities have signed up for the CRL as “Responsible
Lenders” and are hopeful that soon all microfinance lenders will come forward to endorse and adhere
to it.”
Speaking on the launch, Vijayalakshmi Das, Chair, Sa-Dhan, said “This launch is in line with our
objective of furthering responsible finance across the entire sector. Many lenders of diverse legal form
are coming on-board, as the Code engages with all those catering to the same microfinance client. It
is hoped to bring about a level playing field for all and ensure client protection is more adequately
addressed. Meanwhile the Industry Code has been strengthened in the areas of risk management,
responsible lending and HR practices which includes training and client education.”
A significant development in the CRL adoption was the signing up of the Finance Industry Development
Council (FIDC), the Self-Regulatory Organization for Registered NBFCs. This makes the CRL more
inclusive in its coverage.
Raman Aggarwal, Chairman – FIDC, said “We are pleased to sign the Code for Responsible Lending
along with MFIN and Sa-Dhan. The NBFC sector has been going through a challenging scenario for the
last one year where banks, which are the major source of funding, have become risk averse. CRL shall
be a step in the right direction to restore the confidence in the Non-Bank lending community, as this
shall bring better discipline and harmony among the Asset Financing, Loan Financing and Micro
Financing NBFCs.”
Over the last two decades, the micro-credit sector has successfully mainstreamed itself as a key
delivery channel to provide credit to low-income households. Currently a wide range of Providers such
as NBFC-MFIs, Banks, SFBs, NBFCs and Non-profit/Section 8 MFIs, under different regulatory
framework, provide micro-credit to over 5 crore customers from low-income households. Building on
key regulatory customer-protection measures as described in RBI Master Directions for NBFC-MFIs,
RBI Fair Practice Code for Banks and NBFCs, Industry Code of Conduct and RBI Charter of Customer’s
Rights for micro-credit sector, CRL includes most critical elements which are required to be adopted
by providers while delivering micro-credit loan.
One of the major guidelines in CRL mandates that only three microcredit entities can lend to a client
at the same. This means that if a client has three active loans from any Provider, then a fourth entity
will not be able to lend to the client. NBFC-MFIs are additionally required to ensure that not more than
2 NBFC-MFIs lend to a customer. Moreover, prior to sanctioning of loan, a micro-credit provider should
ensure that the total indebtedness should not exceed Rs 1 lakh per customer.
Further, the revised industry Code of Conduct (CoC) released by MFIN and Sa-Dhan for the
microfinance sector aims to enhance responsible lending behavior and practices which is central to
customer welfare. Given that customers of micro-credit may not always fully understand the product
and its impact, it is imperative that providers take greater responsibility to ensure that customers’
interests are protected through internalizing these practices.

Both CRL and CoC aim at promoting and advancing ‘responsible lending’ practices in the microfinance.
A microfinance customer as defined by the RBI (for NBFC-MFIs) is a person with an annual household
income of Rs 1 lakh in rural India and Rs 1.6 lakhs in urban India.
As per MFIN’s Q1FY20 Micrometer report, the entire microfinance industry has witnessed a growth of
42.9% YoY. Banks hold 40.9% share of the total micro-credit universe while NBFC-MFIs are the second
largest provider of micro-credit accounting for 30.2% share. SFBs have total share of 17.0%, NBFCs
10.8% and other MFIs account for 1% share in the microfinance universe
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Micro lenders cap total loans to ₹1 lakh per borrower
Lenders engaged in micro lending, including large banks such as IndusInd and Kotak Mahindra, have
come together to safeguard their loan asset by preventing over-leveraging of micro borrowers. A
common ‘Code for Responsible Lending’ has been unveiled on Monday to bar more than three lenders
offering loans to a single borrower and cap the size of total lending to ₹1 lakh per borrower. This
revised code has been in the works for the past year to expand the scope of it from a mere code of
conduct for NBFC-MFIs to a code for the entire micro-credit industry.
“The introduction of the Code for Responsible Lending in microcredit is momentous for the sector.
This is probably the first time globally where different entities are coming together to self-regulate in
a voluntary fashion,” said Manoj Kumar Nambiar, chair at Microfinance Institutions Network (MFIN),
the industry body for NBFC-MFIs.
At present, a diverse set of lenders such as NBFC-MFIs, banks, small finance banks, NBFCs and nonprofit/section 8 MFIs extend micro loans to over five crore women borrowers.
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MFIN and Sa-Dhan collaborate to launch ‘Code for Responsible Lending’ for the microfinance
industry
Microfinance Institutions Network (MFIN) and Sa-Dhan, the RBI recognized self-regulatory
organisations and industry associations for the microfinance industry, along with FIDC, have jointly
released ‘Code for Responsible Lending’ (CRL) for the micro-credit industry. The launch was done
today at Sa-Dhan’s 15th Annual National Conference in New Delhi.
The CRL, which aims to lay down uniform principles for customer-conduct in micro-credit, is sector
specific and entity agnostic. In addition to the CRL, a revised industry Code of Conduct (CoC) was also
released for Microfinance Institutions (MFIs) that will act as a binding and compulsory set of principles
w.r.t. lending practices.
According to Mr. Manoj Nambiar, Chairperson, MFIN, “Microfinance sector has seen a robust growth
over the last few years and after the segregation of various entities in this segment, the landscape has
evolved markedly. While it has added to the overall expansion of the industry, it has also presented
us with a challenge where there is no uniform regulation for different regulated entities serving microcredit clients. This is a significant self-regulatory step across all RBI regulated entities & others that
aims at safeguarding the interests of low-income customers through enhancing transparency and
compliance. We are happy to note that over 90 entities have signed up for the CRL as “Responsible
Lenders” and are hopeful that soon all microfinance lenders will come forward to endorse and adhere
to it.“

Speaking on the launch, Ms Vijayalakshmi Das, Chair, Sa-Dhan, said, “This launch is in line with our
objective of furthering responsible finance across the entire sector. Many lenders of diverse legal form
are coming on-board, as the Code engages with all those catering to the same microfinance client. It
is hoped to bring about a level playing field for all and ensure client protection is more adequately
addressed. Meanwhile the Industry Code has been strengthened in the areas of risk management,
responsible lending and HR practices which includes training and client education.”
A significant development in the CRL adoption was the signing up of the Finance Industry Development
Council (FIDC), the Self-Regulatory Organization for Registered NBFCs. This makes the CRL more
inclusive in its coverage.
Mr Raman Aggarwal, Chairman – FIDC, said, “We are pleased to sign the Code for Responsible Lending
along with MFIN and Sa-Dhan. The NBFC sector has been going through a challenging scenario for the
last one year where banks, which are the major source of funding, have become risk averse. CRL shall
be a step in the right direction to restore the confidence in the Non-Bank lending community, as this
shall bring better discipline and harmony among the Asset Financing, Loan Financing and Micro
Financing NBFCs.”
Over the last two decades, the micro-credit sector has successfully mainstreamed itself as a key
delivery channel to provide credit to low-income households. Currently a wide range of Providers such
as NBFC-MFIs, Banks, SFBs, NBFCs and Non-profit/Section 8 MFIs, under different regulatory
framework, provide micro-credit to over 5 crore customers from low-income households. Building on
key regulatory customer-protection measures as described in RBI Master Directions for NBFC-MFIs,
RBI Fair Practice Code for Banks and NBFCs, Industry Code of Conduct and RBI Charter of Customer’s
Rights for micro-credit sector, CRL includes most critical elements which are required to be adopted
by providers while delivering micro-credit loan.
One of the major guidelines in CRL mandates that only three microcredit entities can lend to a client
at the same. This means that if a client has three active loans from any
Provider, then a fourth entity will not be able to lend to the client. NBFC-MFIs are additionally required
to ensure that not more than 2 NBFC-MFIs lend to a customer. Moreover, prior to sanctioning of loan,
a micro-credit provider should ensure that the total indebtedness should not exceed Rs 1 lakh per
customer.
Further, the revised industry Code of Conduct (CoC) released by MFIN and Sa-Dhan for the
microfinance sector aims to enhance responsible lending behavior and practices which is central to
customer welfare. Given that customers of micro-credit may not always fully understand the product
and its impact, it is imperative that providers take greater responsibility to ensure that customers’
interests are protected through internalizing these practices.
Both CRL and CoC aim at promoting and advancing ‘responsible lending’ practices in the microfinance.
A microfinance customer as defined by the RBI (for NBFC-MFIs) is a person with an annual household
income of Rs 1 lakh in rural India and Rs 1.6 lakhs in urban India.
As per MFIN’s Q1FY20 Micrometer report, the entire microfinance industry has witnessed a growth of
42.9% YoY. Banks hold 40.9% share of the total micro-credit universe while NBFC-MFIs are the second

largest provider of micro-credit accounting for 30.2% share. SFBs have total share of 17.0%, NBFCs
10.8% and other MFIs account for 1% share in the microfinance universe.
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MFIN and Sa-Dhan collaborate to launch ‘Code for Responsible Lending’ for microfinance industry
Microfinance Institutions Network (MFIN) and Sa-Dhan, the RBI recognized self-regulatory
organisations and industry associations for the microfinance industry, along with FIDC, have jointly
released ‘Code for Responsible Lending’ (CRL) for the micro-credit industry. The launch was done
today at Sa-Dhan’s 15th Annual National Conference in New Delhi. The CRL, which aims to lay down
uniform principles for customer-conduct in micro-credit, is sector specific and entity agnostic. In
addition to the CRL, a revised industry Code of Conduct (CoC) was also released for Microfinance
Institutions (MFIs) that will act as a binding and compulsory set of principles w.r.t. lending practices.
According to Mr. Manoj Nambiar, Chairperson, MFIN, “Microfinance sector has seen a robust growth
over the last few years and after the segregation of various entities in this segment, the landscape has
evolved markedly. While it has added to the overall expansion of the industry, it has also presented
us with a challenge where there is no uniform regulation for different regulated entities serving microcredit clients. This is a significant self-regulatory step across all RBI regulated entities & others that
aims at safeguarding the interests of low-income customers through enhancing transparency and
compliance. We are happy to note that over 90 entities have signed up for the CRL as “Responsible
Lenders” and are hopeful that soon all microfinance lenders will come forward to endorse and adhere
to it.”

Speaking on the launch, Ms Vijayalakshmi Das, Chair, Sa-Dhan, said, “This launch is in line with our
objective of furthering responsible finance across the entire sector. Many lenders of diverse legal form
are coming on-board, as the Code engages with all those catering to the same microfinance client. It
is hoped to bring about a level playing field for all and ensure client protection is more adequately
addressed. Meanwhile the Industry Code has been strengthened in the areas of risk management,
responsible lending and HR practices which includes training and client education.”
A significant development in the CRL adoption was the signing up of the Finance Industry Development
Council (FIDC), the Self-Regulatory Organization for Registered NBFCs. This makes the CRL more
inclusive in its coverage.
Mr Raman Aggarwal, Chairman – FIDC, said, “We are pleased to sign the Code for Responsible Lending
along with MFIN and Sa-Dhan. The NBFC sector has been going through a challenging scenario for the
last one year where banks, which are the major source of funding, have become risk averse. CRL shall
be a step in the right direction to restore the confidence in the Non-Bank lending community, as this
shall bring better discipline and harmony among the Asset Financing, Loan Financing and Micro
Financing NBFCs.”
Over the last two decades, the micro-credit sector has successfully mainstreamed itself as a key
delivery channel to provide credit to low-income households. Currently a wide range of Providers such
as NBFC-MFIs, Banks, SFBs, NBFCs and Non-profit/Section 8 MFIs, under different regulatory
framework, provide micro-credit to over 5 crore customers from low-income households. Building on
key regulatory customer-protection measures as described in RBI Master Directions for NBFC-MFIs,
RBI Fair Practice Code for Banks and NBFCs, Industry Code of Conduct and RBI Charter of Customer’s
Rights for micro-credit sector, CRL includes most critical elements which are required to be adopted
by providers while delivering micro-credit loan.
One of the major guidelines in CRL mandates that only three microcredit entities can lend to a client
at the same. This means that if a client has three active loans from any
Provider, then a fourth entity will not be able to lend to the client. NBFC-MFIs are additionally required
to ensure that not more than 2 NBFC-MFIs lend to a customer. Moreover, prior to sanctioning of loan,
a micro-credit provider should ensure that the total indebtedness should not exceed Rs 1 lakh per
customer.
Further, the revised industry Code of Conduct (CoC) released by MFIN and Sa-Dhan for the
microfinance sector aims to enhance responsible lending behavior and practices which is central to
customer welfare. Given that customers of micro-credit may not always fully understand the product
and its impact, it is imperative that providers take greater responsibility to ensure that customers’
interests are protected through internalizing these practices.
Both CRL and CoC aim at promoting and advancing ‘responsible lending’ practices in the microfinance.
A microfinance customer as defined by the RBI (for NBFC-MFIs) is a person with an annual household
income of Rs 1 lakh in rural India and Rs 1.6 lakhs in urban India.
As per MFIN’s Q1FY20 Micrometer report, the entire microfinance industry has witnessed a growth of
42.9% YoY. Banks hold 40.9% share of the total micro-credit universe while NBFC-MFIs are the second

largest provider of micro-credit accounting for 30.2% share. SFBs have total share of 17.0%, NBFCs
10.8% and other MFIs account for 1% share in the microfinance universe.

