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The firm most likely to be affected by the RBI directive is Asset Reconstruction Company (India) (Arcil), which is sponsored by State Bank of
India (SBI), ICICI Bank, Punjab National Bank (PNB) and IDBI Bank.

Asset reconstruction companies (ARCs) will no longer be allowed to bilaterally buy assets from banks or financial institutions (FIs) that they count

among their sponsors, the Reserve Bank of India (RBI) said on Friday. ARCs will also be barred from directly buying assets from institutions that

have lent to them, subscribed to the fund or are part of the same group as the ARC.

“However, they may participate in auctions of the financial assets provided such auctions are conducted in a transparent manner, on arm’s length

basis and the prices are determined by market forces,” the central bank said in a notification.

The firm most likely to be affected by the RBI directive is Asset Reconstruction Company

(India) (Arcil), which is sponsored by State Bank of India (SBI), ICICI Bank, Punjab National

Bank (PNB) and IDBI Bank. Other ARCs sponsored by prominent FIs are Edelweiss ARC, JM

Financial ARC and Phoenix ARC, which is promoted by the Kotak group.

Sector watchers have long called for an expansion of the market for stressed assets in India to

attract more long-term investors, such as pension funds.

In the absence of clear regulations governing foreign entities’ participation in the market, such

entities have often used ARCs to buy distressed assets. In December 2018, Bank of America
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bought a stake in debt-ridden Jayaswal Neco through Assets Care & Reconstruction Enterprise (Acre) while also reaching out to the RBI seeking

easier norms for takeover of stressed assets by foreign banks.

Earlier this year, a task force on the development of a secondary market for corporate loans recommended to the RBI that foreign portfolio investors

(FPIs) should be allowed to directly buy stressed loans from Indian banks within certain annual prudential limits.

Analysts say that the regulator has, in recent years, tried to make ARCs more accountable for their participation in the market. In a recent note,

rating agency Crisil said, “Regulatory changes in recent years have been aimed at increasing ARCs’ skin in the game and diversifying the potential

investor base for stressed assets.” In August 2014, the minimum investment requirement by ARCs for assets acquired was increased from 5% to

15%. Norms for investment in ARCs as well as SRs, including for foreign investors, were eased subsequently.

Crisil said that assets under management (AUM) of ARCs, as measured by security receipts (SRs) outstanding, crossed the Rs 1 lakh-crore mark as

on March 31, 2019, up 7% from the previous year.

Do you know What is Cash Reserve Ratio (CRR), Finance Bill, Fiscal Policy in India, Expenditure Budget, Customs Duty? FE Knowledge Desk

explains each of these and more in detail at Financial Express Explained. Also get Live BSE/NSE Stock Prices, latest NAV of Mutual Funds, Best

equity funds, Top Gainers, Top Losers on Financial Express. Don’t forget to try our free Income Tax Calculator tool.

HOMEECONOMYTighter RBI Norms For ARCs To Buy Assets

Term Life Insurance |

Sponsored

Born between 1970-1995? Rs.1cr Term Insurance Cover at Just Rs.990/Month*. Get Quote Now!

https://www.financialexpress.com/what-is/cash-reserve-ratio-crr-meaning/1783580/
https://www.financialexpress.com/what-is/finance-bill-meaning/1775053/
https://www.financialexpress.com/what-is/fiscal-policy-meaning/1771755/
https://www.financialexpress.com/what-is/expenditure-budget-meaning/1769251/
https://www.financialexpress.com/what-is/customs-duty-meaning/1769174/
https://www.financialexpress.com/what-is/
https://www.financialexpress.com/market/stock-market/
https://www.financialexpress.com/mutual-funds-india/
https://www.financialexpress.com/mutual-funds-india/equity-funds/
https://www.financialexpress.com/market/stock-market/nse-top-gainers/
http://www.financialexpress.com/market/stock-market/nse-top-losers/
https://www.financialexpress.com/
https://www.financialexpress.com/income-tax-calculator/
https://www.financialexpress.com/
https://www.financialexpress.com/economy/
https://www.financialexpress.com/economy/tighter-rbi-norms-for-arcs-to-buy-assets/1786965/
https://tracktrack.org/5d37ecface968b0001dae007?sub4=2019-12-07+06%3A10%3A35&sub5=Desktop&sub6=2524942&sub7=2858516009&sub8=1164950&ref_id=CjAwOTlhZmIyYS00YmI5LTQ1YTktOTkyZC1kYWRlZThlNmIxMDgtdHVjdDNiYWM4NmYSCmdvcGFpc2Etc2M&pubid=indianexpress-financialexpress&sub2=http%3A%2F%2Fcdn.taboola.com%2Flibtrc%2Fstatic%2Fthumbnails%2F004333f83849b8dfa40e197e5250c9ac.jpg&sub3=Born+between+1970-1995%3F+Rs.1cr+Term+Insurance+Cover+at+Just+Rs.990%2FMonth*.+Get+Quote+Now%21
https://popup.taboola.com/en/?template=colorbox&utm_source=indianexpress-financialexpress&utm_medium=referral&utm_content=thumbs-feed-01:below%20article%20|%20Card%201:
https://dash.whitehatjr.com/register?TAB340&utm_source=taboola&utm_medium=indianexpress-financialexpress&utm_campaign=Desk+-+Metros+-+Head&creative=Live+Online+1%3A1+Coding+for+Kids+age+6-14.

