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(RBI) is considering op-
tions to make cheaper fi-
ginoe available to the non-bank-
g finance companies (NBFCs)
ncluding a separate line of cred-
t for bank finance backed by
mvernment securities or AAA-
ared commercial paper (CF).
Sources close to the devel-
ypment said the central bank is
lso reviewing the various re-
sirictions on placing bank funds
with WBF Cs and may relax pru-
dential ceilings.

NBFC representatives met
central bank officials over the
last few days to seek easier bank
finance since commercial pa-
per (CPs) worth Rs 20,000 crore
tn R 25,000 crore is Coming up
for maturity,

“The funds are particular-
ly needed for retail finance
because this sector has lately
been under strain,” said the head
of an NEFC who was present
gt the meeting.

CPs are short-term instru-
ments through which companies
raise funds from banks, It is usu-
ally rolled over on every matu-
rity date to sustain the flow of
ghort-term credit to companies,

RBI's internal estimates,
however, show that of the total
putstanding amount, CPs
amounting to Rs 2,000 crore to
Rs 4,000 crore will immedi-

ately need to be rolled over.
- As p result, RBL s still debaling
whether a special refinance wi
- dow 15 required.

Sources said the fund re-
quirement is acute for three
or four large NBFCs that have
| grown rapidly in recent times
| and accumulated large expo-
 sures in the stock market, re-
| al estate, commodities and re-
' tail financing.
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for NBFCs may ease

NBFC representatives met RBI officials over the last few
days to seek easier bank finance since commercial paper
worth Rs 20,000 crore to Rs 25,
maturity

The only reason such enti-
ties need assistance is that they

0 B systemic risk,

"The problem is acute not
because there is a dearth of
liquidity but because banks
T i % R g

tions lend to the real estate
sector and for stock market
transactions, both of which
are facing a downturn, There-
fare, the loans may turn bad
gt & time when liquidity is an
issue,” a source said.

At present, a bank's expo-
sure to a single NBFC is cur-

" asset-]

000 crore is coming up for

rently capped at 10 per cen
of banks' capital funds and 1:
per cent for NBFC engaged i
asset financing companies. Fur
ther, hanks are not allowed t
grant bridge loans against cap
i e FELIES T V0
i mismatches.

Shares and debentures
not accepted as collateral fe
secured loans granted to NBFC
Banilks also do not execube gua
antees covering inter-COmparn
deposits or Ioans since it is the
interpreted as the banks insu
ing deposits or loans accep
ed by NBFCs.



