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Introduction
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Historically, NBFCs have been an essential pillar of the Indian financial ecosystem, playing a 

key role as financial intermediaries in channeling savings and investments, especially for 

small-scale and retail sectors, underserved areas, and financially excluded sectors of the 

Indian economy. 

The regulatory environment for NBFCs in India has undergone significant changes over the 

years, shifting from simple laws to strict and complex regulations, and even toward 

rationalization, as evidenced by the recently amended NBFC regulatory framework. Despite 

the stringent rules, non-bank financial companies (NBFCs) have risen to prominence as 

viable alternatives to banks when it comes to meeting customers' credit needs due to their 

lower operating costs.

India has the world's second-largest unbanked population, with an estimated 190 million 

adults lacking a bank account, a sizable proportion of whom are women. The problem is 

worsened in rural India, which is home to more than 65% of India's population and where 

most people are unable to obtain official credit. As of 2022, India is the world's sixth-largest 

economy, with a GDP of $3.1 trillion. The 2021-22 Economic Survey predicts that India's 

GDP would expand by 8.5% in FY23 . Due to the government's focus on financial inclusion 

and rising demand for loans, NBFCs' role in financial inclusion has grown in recent years. 

According to the latest data for June 2022, credit inquiries with NBFCs were roughly 15 Mn . 

They offer personal, consumer, mortgage, auto, gold, and other loans. New-to-credit clients 

are NBFCs' biggest opportunity. This makes NBFC’s a key driver of economic progress. In 

the past, NBFCs grew faster than banks between 2006 and 2013. The average annual 

growth was 22%. This shows how NBFC’s contributes more each year to the economic 

progress of India.

With opportunities arising in this sector and bold challenges to overcome we hereby provide 

a sectoral review for FY23 of the NBFC sector in India.
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By the end of March 2022, the total credit extended by NBFCs was estimated at INR 28.5 
lakh crores, up from INR 27.4 lakh crores in September 2021, registering a growth of 
approximately 4%. In terms of credit deployment, Industry sector was the biggest 
recipient of credit, representing 39.1% share of the overall credit extended by NBFCs. 
Followed by personal loans and services sector, with a share of 27.4% and 15.3% of the 
overall credit, respectively.

As compared to other sectors, the amount of credit extended to the agricultural industry 
was significantly modest. The share of Agriculture sector in the overall credit deployed by 
NBFCs was estimated at just 1.8% by the end of March 2022. 
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In March 2022, the GNPA ratio of NBFCs stood at 6.2% easing down from 6.5% in 
September 2021. This improvement in GNPA was observed in both public and private 
sector NBFCs. 
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A sample of 155 NBFCs were 
evaluated for the NBFC sector's 
resistance to credit risk shocks 

under two stress scenarios, 
medium and high risk, with 

increases in the slippage ratio of 1 
SD and 2 SD, respectively. In 

March 2022, the capital adequacy 
ratio of sample NBFCs reached 
26.7% and their GNPA ratio was 
estimated at 4.6%. Based on the 

presumption that business will 
proceed as usual, the baseline 

scenario holds for the year 
following this reference date.

GNPA of NBFCs falling under the 
category of baseline, medium risk, 
and high risk stood at 5.2%, 6.7%, 
and 9.4% respectively. Similarly, 

CRAR stood at 24.3%, 23.8%, and 
23.5% for baseline, medium risk, 

and high risk. The number of 
NBFCs failing to maintain the 

minimum regulatory standard of 
15% was at 9 (as compared to 10 

in September 2021) for the 
category of baseline, 12 (as 

compared to 17 in September 
2021) for the category of medium 
risk and 15 (as compared to 19 in 
September 2021) for the category 

of high risk. 
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