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The microfinance industry (MFI) is staring at a cumulative cash shortfall of around ₹2,600 crore as
collections from borrowers could remain muted for some time following easing of the nationwide lockdown
imposed to contain the spread of the Covid-19 pandemic, according to credit rating agency ICRA.
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This shortfall is in the absence of any external funding support by way of equity/additional debt or extension
of moratorium.

The agency also cautioned that credit costs for MFIs could at least double from the present levels of 1-1.5
per cent to 2.5-3 per cent for most players, which is likely to impact the profitability (Return on Equity or
RoE) of the MFIs by 3-5 per cent in FY2021.

As per ICRA’s analysis of a sample of 29 MFIs, which constitute around 70 per cent of the MFI industry on
portfolio basis, total repayment obligations and operational expenditure of around ₹8,000 crore in Q1 (April-
June) FY2021 against which the on-balance sheet liquidity buffer stood at around ₹5,400 crore.

In view of the Covid-19 pandemic, the Reserve Bank of India (RBI) has allowed a moratorium on term loans
for the period March 1, 2020 to May 31, 2020.

“Following this, most of the MFIs have extended a moratorium to their borrowers till May 31, 2020.
However, the MFIs are yet to formally receive moratorium from their lenders and the absence of the same
could severely impact their ability to serve their debt-servicing obligations,” the agency said in a note.

In ICRA’s opinion, it will take time for MFI collections to get back to normal as the income levels of most
borrowers have been affected. Following the resumption of economic activity, borrowers may tend to
prioritise cash for their daily needs and savings over repaying MFIs, it added.

According to the agency, the strain on borrowers’ cash flows will lead to a build-up of arrears, dilution of
credit discipline, migration of borrowers owing to loss of livelihoods and the possibility of local/political
issues.
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ICRA emphasised that the ability of these lenders to recover multiple instalments from delinquent borrowers
would be tested over the next few quarters as a large proportion of the borrowers do not have material
income buffers. It would also be important for the MFIs to minimise the operational risks and employee
frauds during this period as collections for MFIs continue to be largely in cash.

The agency said the impact on credit costs could be even higher if there is a permanent loss of
livelihood/significant decline in income for a proportion of the borrowers, thereby impacting their repayment
capacity.

Supreeta Nijjar, Sector Head & Vice President – Financial Sector Ratings, ICRA, said, “Based on our
analysis of the sample, MFIs had unencumbered cash/liquid investments of around 10 per cent in relation to
their assets under management as on March 31, 2020.

“However, if one were to segregate the MFIs based on the rating category, this ratio for entities rated in the
‘BBB’ rating category was almost half of the entities rated in the ‘A’ rating category, indicating stronger on-
balance sheet liquidity available for ‘A’ rating category entities.”

Further, out of the sample of 29 entities, seven entities have a liquidity cover (for covering all repayment
obligations till April 2020) less than one time, with none of these being in the ‘A’ category. Nevertheless, if
MFIs get moratorium from banks and NBFCs, the liquidity cover for all the entities in the sample will be
comfortable for April 2020, said Nijjar.

“Lenders and investors may adopt a wait-and-watch policy. MFIs’ ability to securitise portfolios to generate
liquidity may also be limited in the interim,” the agency said.
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ICRA felt that entities currently in the process of raising capital may face some delays as investors may
adopt a wait-and-watch strategy and observe the collection efficiency trends post the lockdown and
renegotiate valuations, which may impact their solvency and liquidity positions in the near term.

coronavirus  ICRA Ltd  banking  microfinance

0

COMMENTS

Motilal Oswal Mutual funds |

Sponsored

Sobha Blossom |

Sponsored

Sobha Winchester |

Sponsored

Where Might The Market Go In The Next Few Months

Sobha Blossom Presents CMDA Approved Plots Near Tambaram Chennai.

Book Your Dream Home With Sobha Winchester Chennai, 1/2.5/3/4 BHK Options Available.

Hou se Of Hira n a n da n i |

Sponsored

3BHK Homes in OMR Road at 1 Cr* Onwards by House of Hiranandani.

https://www.thehindubusinessline.com/topic/coronavirus
https://www.thehindubusinessline.com/stocks/icra-ltd
https://www.thehindubusinessline.com/topic/banking
https://www.thehindubusinessline.com/topic/microfinance
mailto:?subject=Microfin%20industry%20faces%20%E2%82%B92%2C600-cr%20cash%20shortfall%20on%20possible%20stress%20in%20collections%20from%20borrowers%20&body=https%3A%2F%2Fwww.thehindubusinessline.com%2Fmoney-and-banking%2Fmicrofin-industry-faces-2600-cr-cash-shortfall-on-possible-stress-in-collections-from-borrowers%2Farticle31346089.ece
whatsapp://send?text=Microfin%20industry%20faces%20%E2%82%B92%2C600-cr%20cash%20shortfall%20on%20possible%20stress%20in%20collections%20from%20borrowers%20 https://www.thehindubusinessline.com/money-and-banking/microfin-industry-faces-2600-cr-cash-shortfall-on-possible-stress-in-collections-from-borrowers/article31346089.ece?utm_campaign=amp_article_share%26utm_medium%3dreferral%26utm_source%3dwhatsapp.com
https://www.thehindubusinessline.com/money-and-banking/microfin-industry-faces-2600-cr-cash-shortfall-on-possible-stress-in-collections-from-borrowers/article31346089.ece?utm_campaign=amp_article_share&utm_medium=referral&utm_source=whatsapp.com#comments_31346089
https://www.motilaloswalmf.com/blogs/ceo/my-perspectives-concerns-and-queries-in-a-falling-market/143#utm_source=Taboola&utm_medium=Native&utm_campaign=Aashish_Motilal_Taboola_Desktop_Kinnect_April_2020&utm_device=Desktop&utm_placement=thehindu-businessline&utm_content=Where+Might+The+Market+Go+In+The+Next+Few+Months&utm_ad=http%3A%2F%2Fcdn.taboola.com%2Flibtrc%2Fstatic%2Fthumbnails%2F1bcb05ff4f2510fc4d8a1fc8b41e3654.jpg
https://popup.taboola.com/en/?template=colorbox&utm_source=thehindu-businessline&utm_medium=referral&utm_content=thumbs-feed-01-b:Below%20Scroll%20Thumbnails%20|%20Card%201:
https://www.sobha.com/Chennaiemailer/Blossom/?utm_source=taboola&utm_medium=referral
https://popup.taboola.com/en/?template=colorbox&utm_source=thehindu-businessline&utm_medium=referral&utm_content=thumbs-feed-01-b:Below%20Scroll%20Thumbnails%20|%20Card%201:
http://www.sobha.com/Chennaiemailer/winchester/?utm_source=agltaboola&utm_campaign=Mobile&utm_medium=Winchester&utm_term=thehindu-businessline
https://popup.taboola.com/en/?template=colorbox&utm_source=thehindu-businessline&utm_medium=referral&utm_content=thumbs-feed-01-b:Below%20Scroll%20Thumbnails%20|%20Card%201:
https://houseofhiranandaniegattur.in/?cid=7017F000000Ea5tQAC&Campaign=Taboola_Desktop&utm_source=Taboola&utm_campaign=Taboola_Desktop&utm_source=taboola&utm_medium=referral
https://popup.taboola.com/en/?template=colorbox&utm_source=thehindu-businessline&utm_medium=referral&utm_content=thumbs-feed-01-a:Below%20Scroll%20Thumbnails%20|%20Card%202:
https://www.ketto.org/stories/savetamizhvani?cause=liver&utm_campaign=savetamizhvani&utm_medium=taboola&utm_source=external_Ketto&utm_content=savetamizhvani_pic3sub3&utm_placement=thehindu-businessline_1174891&utm_term=PS_DNF_IND_INT_HealthFitness


4/16/2020 Microfin industry faces ₹2,600-cr cash shortfall on possible stress in collections from borrowers - The Hindu BusinessLine

https://www.thehindubusinessline.com/money-and-banking/microfin-industry-faces-2600-cr-cash-shortfall-on-possible-stress-in-collections-from-borrowers/article31346089.ece?utm_campaign=amp_article_share&… 5/7

Ket t o |

Sponsored

I’ll lose my daughter if I don’t get Rs 19.5 lakh. Help me

Policybazaar.com |

Sponsored

TheTopFiveVPN |

Sponsored

Work + Money |

Sponsored

Born Between 1965-1985? Get Term Life Insurance Worth ₹1 Cr at Rs.1884/month*.

These 5 VPNs Allow You To Watch New Streaming Titles

7 Yoga Poses You Should Do First Thing In The Morning

www.n dt v .com |

Sponsored

u pGra d |

Sponsored

North Korea Fires "Unidentified Projectile": South Korea

Global MBA Degree From Australia and UK Based Universities.

India Today |

Sponsored

We don't need to raise money: Kapil Dev responds to Shoaib Akhtar's proposal for India vs Pakistan series

Get Trained in Financial Modeling Skills Online for just ₹2,999. Enroll Now.

https://www.ketto.org/stories/savetamizhvani?cause=liver&utm_campaign=savetamizhvani&utm_medium=taboola&utm_source=external_Ketto&utm_content=savetamizhvani_pic3sub3&utm_placement=thehindu-businessline_1174891&utm_term=PS_DNF_IND_INT_HealthFitness
https://popup.taboola.com/en/?template=colorbox&utm_source=thehindu-businessline&utm_medium=referral&utm_content=thumbs-feed-01-a:Below%20Scroll%20Thumbnails%20|%20Card%202:
https://termlife.policybazaar.com/?utm_source=Taboola&utm_medium=native&utm_term=thehindu-businessline&utm_campaign=Term_Desktop_Family_Born_Between
https://popup.taboola.com/en/?template=colorbox&utm_source=thehindu-businessline&utm_medium=referral&utm_content=thumbs-feed-01-b:Below%20Scroll%20Thumbnails%20|%20Card%203:
https://thetopfivevpn.com/unblock-netflix-us/?title=Guide:_Streaming/Netflix_Users_-_Access_Hundreds_of_New_Titles&&utm_source=taboola&gclid=tab12-4263485-2892258003-thehindu-businessline&utm_medium=thehindu-businessline-4263485&tid=CjBmMTAyZDdkNC1hZDhkLTQyYjMtYTE0OC0zYzgxODM0YTRlNzQtdHVjdDRlOTYwOGQSEGN5YmVyZ2hvc3QtdXMtc2M
https://popup.taboola.com/en/?template=colorbox&utm_source=thehindu-businessline&utm_medium=referral&utm_content=thumbs-feed-01-b:Below%20Scroll%20Thumbnails%20|%20Card%203:
https://www.workandmoney.com/s/10-minute-yoga-routine-3a7e2b5bfee54695?utm_campaign=10minuteyoga-c1f85489d8614520&utm_source=tab&utm_medium=cpc&utm_term=thehindu-businessline
https://popup.taboola.com/en/?template=colorbox&utm_source=thehindu-businessline&utm_medium=referral&utm_content=thumbs-feed-01-b:Below%20Scroll%20Thumbnails%20|%20Card%203:
https://www.ndtv.com/world-news/north-korea-fires-unidentified-projectile-south-korea-2140105?utm_source=taboola&utm_medium=referral&utm_campaign=TBIN11PRARM1
https://popup.taboola.com/en/?template=colorbox&utm_source=thehindu-businessline&utm_medium=referral&utm_content=thumbs-feed-01-a:Below%20Scroll%20Thumbnails%20|%20Card%204:
https://programs.upgrad.com/global-mba?utm_source=Taboola&utm_medium=NATIVE&utm_campaign=MBA_ALL_ALL_TABOOLA_NATIVE_Whitelist_ALL_D&utm_term=Global+MBA+Degree+From+Australia+and+UK+Based+Universities.&utm_content=thehindu-businessline
https://popup.taboola.com/en/?template=colorbox&utm_source=thehindu-businessline&utm_medium=referral&utm_content=thumbs-feed-01-a:Below%20Scroll%20Thumbnails%20|%20Card%204:
https://www.indiatoday.in/sports/cricket/story/kapil-dev-responds-to-shoaib-akhtars-proposal-for-india-vs-pakistan-series-coronavirus-1665101-2020-04-09?utm_source=taboola&utm_medium=cpc
https://popup.taboola.com/en/?template=colorbox&utm_source=thehindu-businessline&utm_medium=referral&utm_content=thumbs-feed-01-b:Below%20Scroll%20Thumbnails%20|%20Card%205:
https://courses.skillfinlearning.com/p/the-financial-analyst-skills-training-course?utm_source=taboola&utm_medium=referral&utm_site=thehindu-businessline&utm_sitedomain=thehindubusinessline.com


4/16/2020 Microfin industry faces ₹2,600-cr cash shortfall on possible stress in collections from borrowers - The Hindu BusinessLine

https://www.thehindubusinessline.com/money-and-banking/microfin-industry-faces-2600-cr-cash-shortfall-on-possible-stress-in-collections-from-borrowers/article31346089.ece?utm_campaign=amp_article_share&… 6/7

Skillfin Learning |

Sponsored

Lark | All-in-One Collaboration Tool |

Sponsored

Why Pay When You Can Lark

T h e Hin du  Bu sin esslin e

T h e Hin du  Bu sin esslin e

Covid-19 pandemic to hit Indian IT-BPO industry hard

YES Bank crisis, Covid-19 outbreak to make smaller private sector banks vulnerable: Moody’s

Gra deu p |

Sponsored

A pa rt m en t s in  La s V ega s | Sea rch  A ds |

Sponsored

Experts Say Practising Mocks is An Important Preparation Strategy

The Cost of a Las Vegas Apartment Might Surprise You

Aaj Tak |

Sponsored

अगर इन कामो ंको िकया है तो कोरोना वायरस के सं�मण की आशंका �ादा

https://courses.skillfinlearning.com/p/the-financial-analyst-skills-training-course?utm_source=taboola&utm_medium=referral&utm_site=thehindu-businessline&utm_sitedomain=thehindubusinessline.com
https://popup.taboola.com/en/?template=colorbox&utm_source=thehindu-businessline&utm_medium=referral&utm_content=thumbs-feed-01-b:Below%20Scroll%20Thumbnails%20|%20Card%205:
https://www.larksuite.com/activity/en/signup/1120/?tracking_code=7010o000002GtbQAAS&utm_source=Taboola&utm_medium=cpc&utm_campaign=20200413
https://popup.taboola.com/en/?template=colorbox&utm_source=thehindu-businessline&utm_medium=referral&utm_content=thumbs-feed-01-b:Below%20Scroll%20Thumbnails%20|%20Card%205:
https://www.thehindubusinessline.com/info-tech/covid-19-pandemic-to-hit-indian-it-bpo-industry-hard/article31305439.ece?utm_source=taboola
https://www.thehindubusinessline.com/money-and-banking/yes-bank-crisis-covid-19-outbreak-to-make-smaller-private-sector-banks-vulnerable-moodys/article31336209.ece?utm_source=taboola
https://gradeup.co/online-test-series?utm_source=taboola_cntnt_greencard&utm_medium=cpc_purchz_general&utm_campaign=generic_ron-web_product&utm_source=taboola&utm_medium=referral
https://popup.taboola.com/en/?template=colorbox&utm_source=thehindu-businessline&utm_medium=referral&utm_content=thumbs-feed-01-a:Below%20Scroll%20Thumbnails%20|%20Card%207:
https://grachest-reaphadow.com/afa44cd2-bb26-4f72-ad5b-df2fb1de5eee?creat=9&network=taboola&ref=thehindu-businessline&utm_term=The+Cost+of+a+Las+Vegas+Apartment+Might+Surprise+You&utm_content=http%3A%2F%2Fcdn.taboola.com%2Flibtrc%2Fstatic%2Fthumbnails%2F22a18fe143cb6fa4e79567022033ea3b.png&utm_campaign={campaign}&click_id=CjBmMTAyZDdkNC1hZDhkLTQyYjMtYTE0OC0zYzgxODM0YTRlNzQtdHVjdDRlOTYwOGQSH3ZhbGVuY2lhZHMtY2VycmFqZXJvc2ZyYW5jaWEtc2M&site_id=1174891&campaign_id=3781046&campaign_item_id=2880480668
https://popup.taboola.com/en/?template=colorbox&utm_source=thehindu-businessline&utm_medium=referral&utm_content=thumbs-feed-01-a:Below%20Scroll%20Thumbnails%20|%20Card%207:
https://aajtak.intoday.in/story/these-work-can-infect-you-from-corona-virus-covid-19-wuhan-china-infection-tstr-1-1172568.html?utm_source=taboola&utm_medium=cpc
https://popup.taboola.com/en/?template=colorbox&utm_source=thehindu-businessline&utm_medium=referral&utm_content=thumbs-feed-01-b:Below%20Scroll%20Thumbnails%20|%20Card%208:
https://storezaap.com/hpe_nimble/index.php?page=2


4/16/2020 Microfin industry faces ₹2,600-cr cash shortfall on possible stress in collections from borrowers - The Hindu BusinessLine

https://www.thehindubusinessline.com/money-and-banking/microfin-industry-faces-2600-cr-cash-shortfall-on-possible-stress-in-collections-from-borrowers/article31346089.ece?utm_campaign=amp_article_share&… 7/7

HPE | Tech Data |

Sponsored

Far & Wide |

Sponsored

Discover Storage That Guarantees More Than Other Flash Arrays

15 Forbidden Destinations You Can Never Visit

T h e Hin du  Bu sin esslin e

T h e Hin du  Bu sin esslin e

Real estate to take big Covid hit, says ICRA

Economy will bounce back strongly from Covid-19, says PNB chief

https://storezaap.com/hpe_nimble/index.php?page=2
https://popup.taboola.com/en/?template=colorbox&utm_source=thehindu-businessline&utm_medium=referral&utm_content=thumbs-feed-01-b:Below%20Scroll%20Thumbnails%20|%20Card%208:
https://www.farandwide.com/s/forbidden-destinations-398b80e7688c4c77?utm_campaign=forbiddendestinations-befb9e129a90430b&utm_source=tab&utm_medium=cpc&utm_term=thehindu-businessline
https://popup.taboola.com/en/?template=colorbox&utm_source=thehindu-businessline&utm_medium=referral&utm_content=thumbs-feed-01-b:Below%20Scroll%20Thumbnails%20|%20Card%208:
https://www.thehindubusinessline.com/news/real-estate/real-estate-to-take-big-covid-hit-says-icra/article31344077.ece?utm_source=taboola
https://www.thehindubusinessline.com/money-and-banking/economy-will-bounce-back-strongly-from-covid-19-says-pnb-chief/article31321681.ece?utm_source=taboola

