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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.

-Mini Raman & Siddharth Shah
You can direct your queries or comments to the authors

Source: Financial Express dated 10th October 2005

NEW YORK

Research Papers

Third Party Funding in India

March 28, 2024

Compendium of Research Papers

March 21, 2024

Opportunities in GFT City

March 18, 2024

Research Articles

Private Client Insights - Sustainable
Success: How Family Constitutions
can Shape Corporate Governance,
Business Succession and Familial
Legacy

January 25, 2024

Private Equity and M&A in India:

What to Expect in 20247
January 23, 2024

Emerging Legal Issues with use of
Generative Al
October 27, 2023

Audio 'V
DISCLAIMER The Mldnlght Clause

February 29, 2024
The contents of this hotline should not be construed as legal opinion. View detailed disclaimer.

Enforceability of unstamped or
This Hotline provides general information existing at the time of This is not a Spam mail. You have received this mail because you . . .
preparation. The Hotline is intended as a news update and have either requested for it or someone must have suggested your madequately Stamped Arbitration
Nishith Desai Associates neither assumes nor accepts any name. Since India has no anti-spamming law, we refer to the US Agreements

responsibility for any loss arising to any person acting or directive, which states that a mail cannot be considered Spam if it
refraining from acting as a result of any material contained in this  contains the sender's contact information, which this mail does. In
Hotline. It is recommended that professional advice be taken case this mail doesn't concern you, please unsubscribe from mailing
based on the specific facts and circumstances. This Hotline does list.

not substitute the need to refer to the original pronouncements.

January 10, 2024

Lookout circulars: An Introduction

December 29, 2023

NDA Connect

Connect with us at events,
conferences and seminars.

NDA Hotline

Click here to view Hotline archives.

Video =«

Cyber Incident Response
Management
February 28, 2024

Webinar : Navigating Advertising

Laws in India Part Il Areside Chat
with Manisha Kapoor


mailto: mini@nishithdesai.com
mailto: siddharth@nishithdesai.com
/fileadmin/user_upload/pdfs/research_Papers/Third-Party-Funding-in-India.pdf
/fileadmin/user_upload/pdfs/Research_Papers/Research-Paper-Compendium.pdf
/fileadmin/user_upload/pdfs/research_Papers/Opportunities_in_GIFT_City_.pdf
/fileadmin/user_upload/Html/Hotline/Article_Jan2524-M.htm
https://www.nishithradio.com/Podcast.aspx?id=73&title=The_Midnight_Clause
https://www.nishithradio.com/Podcast.aspx?id=72&title=Enforceability_of_unstamped_or_inadequately_stamped_Arbitration_Agreements
https://www.nishithradio.com/Podcast.aspx?id=65&title=Lookout_circulars:_An_Introduction
/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/cyber-incident-response-management-february-28-2024/
https://www.nishith.tv/videos/webinar-navigating-advertising-laws-in-india-part-ii-fireside-chat-with-manisha-kapoor-february-27-2024/

February 27, 2024

Webinar : Navigating Advertising
Laws in India
February 20, 2024


https://www.nishith.tv/videos/webinar-navigating-advertising-laws-in-india-february-20-2024/

	Corpsec Hotline
	Research Papers
	RBI TO REGULATE BANK EXPOSURE TO NBFCS

	Research Articles
	Audio
	DISCLAIMER

	NDA Connect
	NDA Hotline
	Video

