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Non-banking financial companies (NBFC) are hopeful that the government will announce some 
measures to augment liquidity in the upcoming budget, industry experts said. This comes 
against the backdrop of a sharp rise in the cost of funds across debt instruments. 

“We are hoping for some liquidity-enhancement measures in the upcoming budget that would 
bring relief to them at a time when the cost of funding has increased,” said YS Chakravarti, 
MD & CEO, Shriram Finance. 

However, some expect there will be no announcement for NBFCs in the budget. 

“We believe the Reserve Bank of India (RBI) and government have managed the liquidity 
through the pandemic period very well and structural measures of co-lending mechanism 
announced earlier would bode well for future,” said Vivek Bansal, group CFO, InCred Financial 
Services Ltd. 

Liquidity-enhancement measures give NBFCs easier access to funds at a relatively lower rate 
compared to the market rate. 

Manish Lunia, co-founder of FlexiLoans.com, said there could be favourable announcements 

that support affordable credit to MSMEs via NBFC-led schemes on Mudra/CGTSME (Micro Units 

Development and Refinance Agency/Credit Guarantee Fund Trust for Micro and Small 

Enterprises), announcements on wider access of account aggregators, the Goods and Services 
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Tax Network and other governmental infrastructure to enable NBCs access customers viably 

and effectively. 

Chakravarti  added that the government’s main focus appears to be on encouraging secured 

retail lending, adding that he hence anticipate that gold loans and affordable housing loans 

will benefit from some favourable provisions in the budget. 

Increase in borrowing cost 

The borrowing costs of non-bank lenders have increased sharply since the central bank started 
increasing the repo rate to contain inflation. This has meant that in the short-term debt 
market, yields on these instruments rose more than 250 basis points (bps) and by over 80 
bps for longer-tenure paper, dealers said. 

The general feeling is that the central bank is not done with its rate hikes, which will further 
increase the costs at NBFCs. 

“We believe that with MCLR (marginal cost of funds-based lending rate) of banks increasing 
with a lag given rise in deposit rates, there could be further increase in cost of funds for 
NBFCs,” Bansal said. 

 

 


