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RBI TO REGULATE BANK EXPOSURE TO NBFCS

In a bid to guard against diversion of bank funds to the stock market, the Reserve Bank of India (RBI) which is the
central bank, is actively considering clamping down on the exposures banks have to non-banking finance

companies (NBFCs) that do not accept deposits from the public.

The RBI 's concern follows the recent increase in the activities of such NBFCs and requests from a number of foreign
and private sector banks to set up non-deposit taking NBFCs. Unlike deposit-taking NBFCs, where regulations have
been tightened , there are virtually no regulatory guidelines governing NBFCs that do not accept deposits from the
public. The RBI , is therefore, considering exercising some control over these NBFCs by stipulating limits on banks
regarding the extent of their exposure to such NBFCs. Banks are currently not allowed to lend more than 5% of their
advances as at the end of the previous financial year for stock market related activities. Most banks are understood to
be well within these limits. However, it is feared their exposure to the capital market may be much higher through the
NBFC route. Apart from loans, banks have been subscribing in a big way to commercial papers floated by NBFCs.
The RBI is unlikely to wait till the mid-term review of its Annual Policy on October 25 for making public the new
lending limit of the banks to NBFCs.

Earlier, RBI had expressed its concern over the issue that bank funds may be diverted to the capital markets, fuelling
a rise in stock prices. The central bank is eager to end the practice of 'regulatory arbitrage' under which some banks
are trying to take advantage of the looser regulatory norms governing NBFCs to engage in activities that are currently
out of bounds to them.

 

 

Source: Financial Express dated 10th October 2005
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directive, which states that a mail cannot be considered Spam if it
contains the sender's contact information, which this mail does. In
case this mail doesn't concern you, please unsubscribe from mailing
list.

Research Papers

Littler International Guide (India)
2024
November 08, 2024

Unmasking Deepfakes
October 25, 2024

Are we ready for Designer Babies
October 24, 2024

Research Articles

The Bitcoin Effect
November 14, 2024

Acquirers Beware: Indian Merger
Control Regime Revamped!
September 15, 2024

Navigating the Boom: Rise of M&A in
Healthcare
August 23, 2024

Audio

Renewable Roadmap: Budget 2024
and Beyond - Part I
August 26, 2024

Renewable Roadmap: Budget 2024
and Beyond - Part II
August 26, 2024

Renewable Roadmap: Budget 2024
and Beyond - Part III
August 26, 2024

NDA Connect

Connect with us at events,  

conferences and seminars.

NDA Hotline

Click here to view Hotline archives.

Video

“Investment return is not enough”
Nishith Desai with Nikunj Dalmia (ET
Now) at FII8 event in Riyadh
October 31, 2024

Analysing SEBI’s Consultation Paper
on Simplification of registration for
FPIs
September 26, 2024

mailto: mini@nishithdesai.com
mailto: siddharth@nishithdesai.com
/fileadmin/user_upload/pdfs/research_Papers/Littler-International-Guide-India-2024.pdf
/fileadmin/user_upload/pdfs/research_Papers/Unmasking-Deepfakes.pdf
/Content/document/pdf/ResearchPapers/Designer_Babies.pdf
/fileadmin/user_upload/Html/Hotline/Article_Sep1524-M.html
https://www.nishithradio.com/Podcast.aspx?id=119&title=Renewable_Roadmap:_Budget_2024_and_Beyond_-_Part_I
https://www.nishithradio.com/Podcast.aspx?id=120&title=Renewable_Roadmap:_Budget_2024_and_Beyond_-_Part_II
https://www.nishithradio.com/Podcast.aspx?id=121&title=Renewable_Roadmap:_Budget_2024_and_Beyond_-_Part_III
/Event/1.html?EventType=Upcoming
/Event/1.html?EventType=Upcoming
SectionCategory/33/Research-and-Articles/12/0/NDAHotline/1.html
https://www.nishith.tv/videos/investment-return-is-not-enough-nishith-desai-with-nikunj-dalmia-et-now-at-fii8-event-in-riyadh/
https://www.nishith.tv/videos/analysing-sebis-consultation-paper-on-simplification-of-registration-for-fpis-september-26-2024/


Scope of judicial interference and
inquiry in an application for
appointment of arbitrator under the
(Indian) Arbitration and Conciliation
Act, 1996
September 22, 2024

https://www.nishith.tv/videos/scope-of-judicial-interference-and-inquiry-in-an-application-for-appointment-of-arbitrator-under-the-indian-arbitration-and-conciliation-act-1996/

	Corpsec Hotline
	Research Papers
	RBI TO REGULATE BANK EXPOSURE TO NBFCS

	Research Articles
	Audio
	DISCLAIMER

	NDA Connect
	NDA Hotline
	Video

