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INDIAN BANKING & FINANCIAL INCLUSION

Plethora of Institutions & Policies o yet
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MFI FINANCIAL INCLUSION RPROGRAM BUSINESS

Strong, Resilient and Growing, Profitably !

indicator As of 31 Dec 2013 As of 31% Dec 2012 YoY change (%)
branches 9,563 9,138 5%
employees 64,173 61,077 5%
clients 26.48 mn 22.87 mn 16%
GLP [Rs) 239.97 bn 186.34 bn 29%
loans disbursed 6.26 mn 5.36 mn 17%
{during the quarter])

loan amount disbursed (Rs) 92.81 bn 61.19 bn 52%
|during the quarter}

lives insured® 24.68 mn na na
sum insured* (Rs) 384.69 bn na na
pension accounts® 1.01 mn na na

* fmsuronce ond pansion procucts are delivered to the microfinmnoe chents in porinenship with inserance compomies/netional pension sovema [WPS)
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APR (int)

st fred S

PRICING & TRANSPARENCY RESERVE BANK o oA

RBI/2013-14/515
RPCD.CO.Plan.BC91/04.09.01/2013-14 March 12, 2014

(i) Dynamic Cap: - The average Base Rate of five largest commercial banks by assets

MFTransparency India Price Graph

multiplied by 2.75 per annum or cost of funds plus margin cap, whichever is less. The
ST average of the Base Rate shall be advised by Reserve Bank of India.
(ii) Margin cap: Further, with effect from April 1, 2014, the margin cap shall not exceed
10 percent for MFIs having loan portfolio exceeding Rs.100 crore and 12 percent for
300 others, as against 12 percent for all hitherto
= 5 B Country APR Range (MFT data)
g India 20% to 31%
. = Pakistan 04% to 51%
. Philippines 12% to 143%
Tanzania 10% to 95%
B Ethiopia 10% to 46%
Bolivia 07% to 69%
i B e Ecuador 10% to 30%
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PROVEN RESILIENCE AND PERFORMANCE
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SELF REGULATION

YH Malegam Committee Report — Four
Pillars of MFI regulation

“The second pillar is an association. If
one third of MFIs become members of
an association, they (RBI) will recognize
it. The association will have its own code
of conduct. If discipline is not observed,
the association, which will be something
like an SRO (self-regulatory
organization), can remove that member,”

RESOLUTIONS ? ME ??
JUST WHAT ARE You
IMPLYING ? THAT T NEED
TO CHANGE 7 WELL, BUDDY,
AS FAR AS JM CONCERNDD,
I'M PERFECT THE WAY
LAM’
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SRO

Compliance Enforcement
Corporate i Monitoring
Governance i Reporting
RBI Delegated i Auditing
Role

) i Enforcement
International Best _
Practices i RBIndex
Industry Code of i Action
Conduct

Policy Advocay & Development
Funtions

Policy
Advocacy

Member Services

RBI / Central Govt
engagement

Policy Papers

Industry
Representations
Banker Meetings

Communications
& stakeholder
management

i Industry
Partnerships

Research, Training

& Knowledge
Worshops

i Credit Bureau
i Data Analytics
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EXPECTATIONS FROM SRO

1. Exercise surveillance over the industry to ensure compliance with RBI’s regulatory prescriptions and
industry code of conduct — with a dedicated Compliance Officer who will also have a direct reporting
relationship with RBI P

2. Have an Enforcement Committee P

2

Have a Grievance Redressal mechanism primarily from the standpoint of clients — with a dedicated
Grievance Redressal Nodal Officer P

Have a dispute resolution mechanism P
Conduct investigations into areas of concern as the RBI may require P

Provide information / data to the RBI periodically or as request P

SR I

Perform developmental functions through training and awareness programmes as also conduct
research etc for the microfinance sector P
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THE LATEST : NACHIKET MOR COMMITTEE (2014)

Earlier Committees and Committees.....

1. Narasimham Committee on Banking Sector Reforms,
1998

2. The Task Force on Supportive Policy and Regulatory
Framework for Microfinance (NABARD) 1999

3. Committee on Financial Inclusion (Dr. C. Rangarajan),
2008

4. Report of the Committee on Financial Sector Reforms,
2008 (Raghuram Rajan)

5. Report of the Committee on Customer Service in Banks,
2010 (Damodaran)

6. RBI Sub-Committee of its Central Board of Directors to
study Issues and concerns in the MFI sector, 2011 (Y.H
Malegam)

7. Report of the Committee to re-examine the existing

classification and suggest revised guidelines with regard
to Priority Sector Lending Classification and related
issues, 2012 (M.V Nair)
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Nachiket Mor Committee (2014)
Vision Statements (6 Goals)

1.
2.

Universal Electronic Bank Account (UEBA)

Ubiquitous Access to Payment Services and
Deposit Products at Reasonable Charges within
a fifteen minute walking distance of a payment
access point.

Sufficient Access to Affordable Formal Credit

Universal Access to a Range of Deposit and
Investment Products at Reasonable Charges

Universal Access to a Range of Insurance and
Risk M.Products & Reasonable Charges

Right to Suitability
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SMALL FINANCE BANKS — THE NEW THINKING

Microfinance India

a

presence

Three or Four large Indian banks with domestic and international

\_

-
Several midsized banking institutions including niche banks
with economywide presence

\

|

Old private sector banks, Regional Rural Banks, and multi state
Cooperative Banks

U}an

[Small privately owned local banks and cooperative bank

]

Three Distinct School Of
Thoughts

V ExistingInstitutions are enough,
they need to beoverhauled

V Weneed many, small, small
financebanks

V Weneed many, large, 'small
finance' banks



INDIA NEEDS.... | HE 3°S

Specialization

Scale Sustainability
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