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RBI rings in New Year
cheer for NBFCs, HFCs

KR Srivats Updated on December 31, 2018

Extends relief on single borrower exposure,
liquidity norms by 3 months

To further facilitate more bank lending to non-banking
finance companies (NBFCs) and housing finance
companies (HFCs), the RBI has extended by three months
the relaxed liquidity norms and the higher single borrower

exposure rule implemented by the regulator in October.

This 1s being seen as the effect of Prime Minister
Narendra Modi’s recent meeting with the top honchos of
NBFCs.

The RBI had, in October, permitted banks to treat
government securities as Level 1 HQLA (high-quality
liquid assets) under the FALLCR (Facility to Avail
Liquidity for Liquidity Coverage Ratio) within the SLR
requirement of up to 0.5 per cent of a bank’s NDTL (net
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demand and time liabilities) in respect of their (banks’)
incremental lending to NBFCs/HFCs after October 19.

This facility was available up to December 31. Now, it has
been extended to March 31, 2019.

Also, in October, the single borrower limit for NBFCs
(not financing infrastructure) was increased from 10 per
cent to 15 per cent of capital funds till December 31,
2018. Now, this has also been extended to March 31,
2019.

The RBI, in its Trends and Progress in Banking in India
2017-18 report, which was released last Friday, said that it
was “proactively” addressing “the concerns of some
NBFCs”. The report flagged as a major challenge the
strengthening of the asset-liability framework for NBFCs
to bring it on a par with banks and harmonising it across
different categories of NBFCs.

Industry hails the move

Reacting to the latest RBI move, Raman Aggarwal,
Chairman, Finance Industry Development Council
(FIDC), said: “This is a step in the right direction and will
improve bank lending to NBFCs. It is a significant move

but not enough.”

Ravindra Sudhalkar, ED and CEO, Reliance Home
Finance, said: “More than the funding (liquidity window),

the time extension will bring confidence to the market.”

He said the IL&FS crisis had led to a liquidity crunch,
bringing businesses to a standstill for many NBFCs and
HFCs.
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However, the RBI relaxation that allowed banks to lend to
NBFCs and HFCs is slowly getting them back on their
feet. This has enabled such companies to raise money
from the market through securitisation, he said.

“The latest extension by the RBI will provide further
confidence to the market, and allow NBFCs and HFCs to
come back strongly by once again being able to borrow

from the market and, importantly, enable them to make
fresh lending,” said Sudhalkar.

Ashok Haldia, former Managing Director and CEO, PTC
India Financial Services, said that many NBFCs are still
facing liquidity problems and need continued support.

Close monitoring would, however, be required so that the
the liquidity position of ailing NBFCs becomes

sustainable over time.

“Else relaxation would only act as a temporary reprieve

leading to a messier situation,” Haldia told BusinessLine.

Published on December 31, 2018

NBFC RBI and other central banks

COMMENTS

https://www.thehindubusinessline.com/money-and-banking/rbi-rings-in-new-year-cheer-for-nbfcs-hfcs/article25874220.ece 3/4


https://www.thehindubusinessline.com/topic/nbfc
https://www.thehindubusinessline.com/topic/rbi-and-other-central-banks
mailto:?subject=RBI%20rings%20in%20New%20Year%20cheer%20for%20NBFCs%2C%20HFCs&body=https%3A%2F%2Fwww.thehindubusinessline.com%2Fmoney-and-banking%2Frbi-rings-in-new-year-cheer-for-nbfcs-hfcs%2Farticle25874220.ece
https://www.thehindubusinessline.com/money-and-banking/rbi-rings-in-new-year-cheer-for-nbfcs-hfcs/article25874220.ece#comments_25874220

1/1/2019 RBI rings in New Year cheer for NBFCs, HFCs - The Hindu BusinessLine

This $89 Smart Health ~ What Are The 10 Luxurious lifestyle in a _

Watch Might Be The Biggest Tech secure community @
simplediscountfinder.com Trendingstock Today www.shriramdivinecity.com

More From The Hindu Business Line

Inleo gets its first ATG tyre plant in  Jet Airways to shut Isha Ambanl-Anand
longer range A321neo  Tirunelveli is now a key services to 9 airports  Piramal’s big-fat

China making efforts to Gouvt likely to announce Eveready sells land in How oranges oplum

make yuan dominant Rs 4 lakh crore farm Chennai for 100 crore  can add to the woes of

This is the low-cost
home that José built —

In Money & Banking

https://www.thehindubusinessline.com/money-and-banking/rbi-rings-in-new-year-cheer-for-nbfcs-hfcs/article25874220.ece

4/4


https://cltrk.co/o/health-watch/a/5/?i=healthwatch-product&t=This+%2489+Smart+Health+Watch+Might+Be+The+Best+Gift+To+Give+in+2018&OutbrainClickId=$ob_click_id$&pid=$publisher_name$||$publisher_id$&scid=$section_name$||$section_id$&cw=00682fddbb409d4d35f75bcb5d7b2e52a5||$section_id$&cid=00682fddbb409d4d35f75bcb5d7b2e52a5&aid=00682fddbb409d4d35f75bcb5d7b2e52a5||0054f0ca33c03c678b6d697b24de8a3098&l=sports&obOrigUrl=true
https://trendingstock.today/what-are-the-10-biggest-tech-companies-in-the-world/?utm_source=ts-oum&utm_medium=$publisher_name$&utm_term=$section_name$&utm_campaign=ts-oum-ww1-d-business-giants-73&utm_content=What+Are+The+10+Biggest+Tech+Companies+In+The+World%3F&obOrigUrl=true
http://www.shriramdivinecity.com/auburndistrict/?utm_source=Outbrain-D&utm_medium=Zirca&utm_campaign=DCV&utm_term=Offer&utm_content=Launch&obOrigUrl=true
https://www.thehindubusinessline.com/economy/logistics/indigo-gets-its-first-longer-range-a321neo-plane/article25864798.ece?obOrigUrl=true
https://www.thehindubusinessline.com/specials/auto-focus/tyre-plant-in-tirunelveli-is-now-a-key-global-hub-for-yokohama/article25735396.ece?obOrigUrl=true
https://www.thehindubusinessline.com/economy/logistics/jet-airways-to-shut-services-to-9-airports-from-february/article25719760.ece?obOrigUrl=true
https://www.thehindubusinessline.com/news/variety/isha-ambani-anand-piramals-big-fat-wedding-on-wednesday/article25704273.ece?obOrigUrl=true
https://www.thehindubusinessline.com/economy/macro-economy/china-making-efforts-to-make-yuan-dominant-currency-gita-gopinath/article25403013.ece?obOrigUrl=true
https://www.thehindubusinessline.com/economy/modi-likely-to-announce-farm-loan-waivers-to-win-back-rural-voters/article25723758.ece/amp/?obOrigUrl=true
https://www.thehindubusinessline.com/companies/eveready-industries-sells-chennai-land-for-rs-100-cr/article25679251.ece?obOrigUrl=true
https://www.thehindubusinessline.com/news/national/how-oranges-opium-can-add-to-the-woes-of-rajasthan-cm/article25540736.ece?obOrigUrl=true
https://www.thehindubusinessline.com/scaling-up/low-cost-housing-from-recycled-plastics/article25598009.ece?obOrigUrl=true

