NON-BANKING FINANCIAL
COMPANIES
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Non-Banking Financial Companies (NBFCs)

R-dfh fa<fa saf"ar (NBFCs) l

" Core Activities of NBFCs / Definition / TRYTET
NBFCs &1 HO Ifafafe= A company registered under
» Providing loans and advances / 30T 3iRR 3134 the Companies Act, 1956 (now
WeTd BT 2013) engaged in financial
. Investment in: / fAQ2r: a.ctivities but not a bank.
v’ Shares / Stocks / 2R Sl 31, 1956 (39

v Bonds/Debw/m/fi’aﬂ?/ 2013) & d&d Ystpd ST il
v Government securities / ¥R Afayfa faiia mﬁ ng
v’ Leasing & Hire-purchase / eiif3i1 3iR otfds 9 T el

W qﬁa —_— T
v’ Insurance business / §1HT d9™
v' Chit fund business / @2 B FqU™E —
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Activities NOT considered NBFC / NBFC # enfaet gt nfafafaar

v' Agriculture activities / Y sfafafen .~
v Industrial activities / 3iteNfi® Tfafafd=t
v Trading of goods (except securities) / IXG31 &I EJTQTV

(afayfal &I Blsaw)

v" Providing services (non-financial) / IR-fada Aa0 weH ¢
v" Real estate (sale/purchase/construction of immovable/

property) / RO Tee (e Huftl &I @g/fashl/fAnion
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Position in Financial System / fa=ia yorredt 7 fafa

v Not part of the traditional banking system / YRR dfdsa1
HOTTeil T faaT &l =
v' But operate within the broader financial system / AAfdA

1T el yomelt 3 oftaw B ava @
v Play a key role in: / Aigcaqof YfA®T A4 &:

> Credit expansion / I fa&IR

» Financial inclusion / fad= Iq1Q2E
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‘ Primarily regulated by the Reserve Bank of India (RBI) / %1 ¥Y | YR Rad

dos (IREBME) g1 fafafaa
‘ Some NBFC-type entities regulated by other bodies: / $& NBFC &R &I H2ATU

31 i gr1 fafAaf: 7
v' Securities and Exchange Board of India (SEBI) — Merchant Banking
. CompanEs / ﬂﬂ%ﬂﬁmﬁé (SEBI) — Hie afde Hufat
v Insurance Regulatory and Development Authority of India (IRDAI)
Insurance Companies / R S s 3iv faaam 1 B3 Ty (IRDAI) —>
e dufAar
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Basel Norms / Basel Accords / 9 ATHEs / S8« |Hed
Concept & Purpose / 3qYROT U4 3824 RIN—>1983 l.lll

Basel Norms are internatio@a\n_ki/ng\regmations / B/NT—> Q()ov\
* Designed to: / ST 3827 &:
v’ Strengthen regulation, supervision & risk management / fafAaw=, gdfdaror

3R SR e B Fa B S
v' Improve banks’ ability to absorb financial shocks / dol oI fatiia stedi &t
g 6l amdl geMI - “
* Needed due to: / ATAIHAT & HRUT: )

v Globalization of banking / afe1 &1 defievur
v Risk of system-wide financial failures / WoTTeiPTd fawiia fawseransii &1 sifaw




Difference Between Banks and NBFCs

dnl 3R NBFCs & dfi 3ia?
— e ————— 00— 00—

NBFCs (Non-Banking

Basis / 3T&8Rc Banks / 4% ’ Financial Companies) / IR-
éﬁmﬁ?ﬂa HafAi

Can accept demand deposits

: : (e.g., savings, current
Desnana Deposits/ IIPTEI\? account) / | ST WIHR B
Hhd & (31 S, ITe] ETdT)

/

\ Available (customers can v(
Cheque Facility / < gfaelm \ issue cheques) / 39cTel (e  Not available / 3ucie gl
I TR BY APd 8)

Cannot accept demand
deposits / HI°T ST WIPBR T8l
B Abd




NBFCs (Non-Banking
Basis / 3T8Rc Banks / 4% Financial Companies) / R-
dfes1 fadtar dsafaan

Covered undeDeposit /

Insurance and Credit . Not covered under DICGC /

Deposit Insurance /TSI Guarantee Corporation)./- oot
/~ bicac (STHT SfTHT 37R 3BT 3RS DICGC % R T

fpm) 3 3iafd PR X

Must maintain CRR (Cash /2
/L Reserve Ratio) and SLR

Reserve Ratios / HRI&d a1 (Csl:st(‘a’:;%;ggﬁ% ';gg'gié CRR & SLR / CRR 3{R SLR §1U

Not mandatory to maintain

G AR 7

(AT TR 31UTd) -1V
RG] 3[dRIb
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b ‘“" NBFCs (Non-Banking
Basis / 3T&Rc Banks / 4 _ Financial Companies), / -

m Governed by Banking

Governed by Com@i_e;/x:t,

1956/2013 / U1 31fafaam,

Regulatory Act / A& Regulation Act, 1949 / ST

e i 3"5"?‘“"“ PR T956/2013 grr anf

AQ‘(‘QQ w Direc\—
B \neehbwe
FDI Limit / Hef facell a1 — Up to 74% | 74% T Up to 100% / 100% da




Who Frames Basel Norms? / &9« A1H<g i 991d1 27

v Framed by Basel Committee on Banking Supervision (BCBS) /

a9 dfdser w=ideror afafa (BCBS) gr1 fAfda

v (BCBS Js part of Bank for International Settlements (BIS),
Switzerland / BCBS, & BR §ev12Md AccHed (BIS), RAesRels &1
e

v Implemented by central banks (e.g., RBI in Indua)/aﬁﬁaaﬁm
IP] (31 YR # 3IRE13TE)
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‘ Basell(1988V

Types of Basel @ Basel Il (zom/
Norms

49 HIFES & @ Basel il /@

(2010, post-2008 crisis /
2010, 2008 TFHe & d13)

1)




* First international banking

regulation / 9gell AR-TENR dfd1
fafaam
* Focus: Credit Risk / BIbd: FHUT

sfam B /

@ 'ntroduced: / W¥gd f&ar,/”
v" Risk-Weighted Assets (RWA) /

STfEH- YT qiv

wy S N .-
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Basel I 2

(1988)

@ Minimum Capital Requirement: /

s A Yl A9 HT:
v' 8% of RWA i
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@ !mproved version of Basel |
Sl | BT 3 HIBII

B a S e I II @ Covered 3 types of risks:

3 bR & SAfad .
(2004) v Credit Risk / %01 @™
_“Market Risk / 9T5TR S|
v Operational Risk / IR<TeH
fEm

I.I
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Pillar | - Pillar Il - Pillar Il

Minimum Capital Reqs T Supervisory Review A Market Discipline
Describes the calculation Bridges the gap between _ ' Allows market discipline
for requlatory capital for regulatory & economic capital : to operate by requiring
credit, operational and | requirements. T~ - | lenders to publicly provide
market risk | Gives supervisors discretion their risk management

to increase regulatory capital k2 | activities, risk rating processes
requirements — and risk distributions




* Introduced after 2008 Financial

. \_ Crisis / 2008 & faHlg dPHe F dIg
50| =
40 * Aim: Make banking system more
302 resilient
Basel III| #ywrmssees
CEIC]) I

(201 0)2 @ Focus Areas / TE 35 //
| » Capital adequacy / Y31l 9aiGTdI
* Leverage control / ﬂaﬁ‘f’ﬁ%
* Liquidity management / dReTdl
NN HaeM
& . Funding stability / fdtaor f@Ran




Enhanced

Enhanced Risk
Supervisory Review Disclosure &
Process for

Firm-wide Risk




