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Finance Industry Development Council 

( A body incorporated as a Self Regulatory Organisation for Registered NBFCs – AFCs ) 
 

O ctob er 03, 2008 
 
Shri.P. Chidambaram 
Finance Minister 
Government of India 
North Block 
New Delhi - 110 001.                                                                    
 
Respecte d Sir, 
 
SUB: Sim plification of O verseas Direct Investm ent process for  N BFCs 

Ind ia n ove rse as investm e nt policies ha ve  b e e n prog ressive ly lib e ra lize d  a nd  sim plifie d  to m e et the cha ng ing  
ne e d s of a  g rowing e c onom y. With the incre ase d  lib e ra liza tion in the outb ound  inve stm ents policy, the Ind ia n 
corpora te  houses have  e m b a rke d  on their long -a waite d  journey to g o g lob a l, prim a rily for the following  re asons: 

1. To a tta in size  for atta ining  the e c onom ies of sc a le  a nd  thus com peting  in the  g lob a l a rena . 
2. To g a in new m a rkets a nd  custom e rs,  
3. To a cquire new skill sets, a nd  
4. To ob ta in a c c ess to na tura l resourc es. 

Dom estic Financial Sector 
 
W ith the e ntry of la rg e  foreig n b a nks a nd  fina ncia l institutions in Ind ia  a nd  incre a se d  interna tiona l com petition, 
the d om e stic fina ncia l com pa nies should  a lso b e  a llowe d  a  le vel playing  fie ld . Further, with the  g rowth of the 
Ind ia n ind ustria l MNCs in ove rse as m a rke ts, it  has b e c om e  a ll the  m ore ne c essa ry for Ind ia n fina ncia l 
institutions to ha ve presenc e in countries where their Ind ia n clients require fina ncia l servic es, m ore particula rly 
from  Ind ia n fina ncia l servic es com pa nies b e c a use of fa m ilia rity a nd  b e tter und e rsta nd ing .  The Ind ia n fina ncia l 
institutions should , there fore, b e  perm itte d  a nd  fa cilitate d , in form  and  in spirit, to g o ove rse as to a c c ess 
interna tiona l m a rkets for raising  va rious resourc es a nd  ta p b usiness opportunities. 
 
Und e r the e xisting  outb ound  FDI re g ula tions1, a  fina ncia l institutions includ ing  a  N on Ba nking  Fina ncia l 
Com pa ny (‘N BFC’) is perm itte d  to m a ke  investm ents in a n e ntity outsid e  Ind ia in the fina ncia l servic es se ctor a s 

                                                   
1 Notification No FEMA 19/ RB 2000 dated 3rd May, 2000 and Notification No FEMA 120/ RB 2004 dated 7th June, 2004. 
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per the  a utom a tic route sub je ct to fulfilling  c erta in cond itions, one  of which is to ob ta in prior approva l of the 
Ind ia n Re g ulator viz. the Rese rve  Ba nk of Ind ia  (‘RBI’).  

 
FIDC 

Finance Industry Development Council 
( A body incorporated as a Self Regulatory Organisation for Registered NBFCs – AFCs ) 

 
 

It has b e e n the g e nera l e xperienc e tha t a n approva l from  RBI for this purpose  ta kes a nywhere  b e twe e n 1-3 ye a rs’ 
tim e  fra m e .  Thus, while in form  the Governm ent has perm itte d  O DIs for N BFCs, the ob je ctives ha ve not b e e n 
m e t in spirit, le a d ing  to loss of b usiness opportunities 
 
 
W ith a  view to e ncoura g e  the Ind ia n fina ncia l servic es se ctor, we request a n exe m ption b e  m a d e  from  prior RBI 
approva l for Specifie d Ind ian NBFCs for m a king  investm ents / fina ncia l c om m itm ents in entities outsid e  Ind ia  
eng a g e d  in the  fina ncia l se ctor upto 400%  of the  net worth of the Spe cifie d  Ind ia n N BFC. 

 
‘Specifie d Ind ian N BFC’ could  b e  a n N BFC which m ust fulfill the following  c ond itions: 

?? N e tworth  g re a te r tha n Rs 100 crores 
?? Has e a rne d  net profit d uring  the pre c e d ing  thre e fina ncia l ye ars from  the fina ncia l servic es a ctivities. 
?? Has fulfille d  the prescrib e d  prud e ntia l norm s re lating  to c apita l a d e qua cy. 

 
Spe cifie d  Ind ia n N BFCs, with profita b le  tra c k re cord , are com petent a nd  sufficiently evolve d  to m ake  m a ture  a nd  
c a lcula te d  b usiness d e cisions a nd  a c c ord ing ly, the risk of d im inution in ne tworth of the Ind ia n N BFC is 
sig nific a ntly re d uc e d .  More ove r, this c ate g ory of N BFCs (Deposit ta king  – N BFC-D or N on Deposit ta king  
System ic a lly Im porta nt – N BFC-ND-SI) a re a lre a d y sub je ct to RBI’s prud e ntia l norm s a nd  other re g ula tions a nd  
a lso report to RBI on re g ula r b a sis. 
 
The  Autom a tic route will provid e  g re a te r fre e d om  a nd  flexib ility to the le a d ing  Ind ia n  N BFCs to enter the  g lob a l 
a rena  on a n opportunistic b a sis. They should  not b e  re quire d  to d isclose se nsitive inform a tion a b out their 
a cquisition ta rg e ts to various interm e d ia ries, which in m a ny insta nc es, ha ve  d isrupte d  the proje cts. 
 
W e  request you to kind ly consid e r our request a nd , if ne c essa ry, c a ll for a  m e e ting  to offe r a ny clarific ations you 
m a y require. 
 
W e  a re extre m e ly tha nkful for your support to the  NBFC Se ctor a nd  trust that our sub m issions will re c eive your 
kind  a nd  fa voura b le  c onsid e ration as in the past. 
 
Tha nking  You. 

 
Yours sincerely 



 
For FINANCE INDUTRY DEVELOPMENT COUNCIL 
 
 
 
MAHESH  THAKKAR 
DIRECTOR GENERAL 
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FIDC 
Finance Industry Development Council 

( A body incorporated as a Self Regulatory Organisation for Registered NBFCs – AFCs ) 
 

O ctob er 03, 2008 
 
To 
Dr. D. Sub b arao 
Goveror 
Reserve Bank of India 
Central Office Building, 18th Floor, 
Shahid Bhagat Singh Road, 
Mumbai – 400 001. 
 
Respecte d Sir, 
 
SUB: Sim plification of O verseas Direct Investm ent process for  N BFCs 

Ind ia n ove rse as investm e nt policies ha ve  b e e n prog ressive ly lib e ra lize d  a nd  sim plifie d  to m e et the cha ng ing  
ne e d s of a  g rowing e c onom y. With the incre ase d  lib e ra liza tion in the outb ound  inve stm ents policy, the Ind ia n 
corpora te  houses have  e m b a rke d  on their long -a waite d  journey to g o g lob a l, prim a rily for the following  re asons: 

1. To a tta in size  for atta ining  the e c onom ies of sc a le  a nd  thus com peting  in the  g lob a l a rena . 
2. To g a in new m a rkets a nd  custom e rs,  
3. To a cquire new skill sets, a nd  
4. To ob ta in a c c ess to na tura l resourc es. 

Dom estic Financial Sector 
 
W ith the e ntry of la rg e  foreig n b a nks a nd  fina ncia l institutions in Ind ia  a nd  incre a se d  interna tiona l c om petition, 
the d om e stic fina ncia l com pa nies should  a lso b e  a llowe d  a  le vel playing  fie ld . Further, with the  g rowth of the 
Ind ia n ind ustria l MNCs in ove rse as m a rke ts, it  has b e c om e  a ll the  m ore ne c essa ry for Ind ia n fina ncia l 
institutions to ha ve presenc e in countries where their Ind ia n clients require fina ncia l servic es, m ore particula rly 



from  Ind ia n fina ncia l servic es com pa nies b e c a use of fa m ilia rity a nd  b e tter und e rsta nd ing .  The Ind ia n fina ncia l 
institutions should , there fore, b e  perm itte d  a nd  fa cilitate d , in form  and  in spirit, to g o ove rse as to a c c ess 
interna tiona l m a rkets for raising  va rious resourc es a nd  ta p b usiness opportunities. 
 
Und e r the e xisting  outb ound  FDI re g ula tions2, a  fina ncia l institutions includ ing  a  N on Ba nking  Fina ncia l 
Com pa ny (‘N BFC’) is perm itte d  to m a ke  investm ents in a n e ntity outsid e  Ind ia in the fina ncia l servic es se ctor a s 
per the  a utom a tic route sub je ct to fulfilling  c erta in cond itions, one  of which is to ob ta in prior approva l of the 
Ind ia n Re g ulator viz. the Rese rve  Ba nk of Ind ia  (‘RBI’).  
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It has b e e n the g e nera l e xperienc e tha t a n approva l from  RBI for this purpose  ta kes a nywhere  b e twe e n 1-3 ye a rs’ 
tim e  fra m e .  Thus, while in form  the Governm ent has perm itte d  O DIs for N BFCs, the ob je ctives ha ve not b e e n 
m e t in spirit, le a d ing  to loss of b usiness opportunities 
 
W ith a  view to e ncoura g e  the Ind ia n fina ncia l servic es se ctor, we request a n exe m ption b e  m a d e  from  prior RBI 
approva l for Specifie d Ind ian NBFCs for m a king  investm ents / fina ncia l c om m itm ents in entities outsid e  Ind ia  
eng a g e d  in the  fina ncia l se ctor upto 400%  of the  net worth of the Spe cifie d  Ind ia n N BFC. 

 
‘Specifie d Ind ian N BFC’ could  b e  a n N BFC which m ust fulfill the following  c ond itions: 

?? N e tworth  g re a te r tha n Rs 100 crores 
?? Has e a rne d  net profit d uring  the pre c e d ing  thre e fina ncia l ye ars from  the fina ncia l servic es a ctivities. 
?? Has fulfille d  the prescrib e d  prud e ntia l norm s re lating  to c apita l a d e qua cy. 

 
Spe cifie d  Ind ia n N BFCs, with profita b le  tra c k re cord , are com petent a nd  sufficiently evolve d  to m ake  m a ture  a nd  
c a lcula te d  b usiness d e cisions a nd  a c c ord ing ly, the risk of d im inution in ne tworth of the Ind ia n N BFC is 
sig nific a ntly re d uc e d .  More ove r, this c ate g ory of N BFCs (Deposit ta king  – N BFC-D or N on Deposit ta king  
System ic a lly Im porta nt – N BFC-ND-SI) a re a lre a d y sub je ct to RBI’s prud e ntia l norm s a nd  other re g ula tions a nd  
a lso report to RBI on re g ula r b a sis. 
 
The  Autom a tic route  will provid e  g re a te r fre e d om  a nd  flexib ility to the le a d ing  Ind ia n  N BFCs to enter the  g lob a l 
a rena  on a n opportunistic b a sis. They should  not b e  re quire d  to d isclose se nsitive inform a tion a b out their 
a cquisition ta rg e ts to various interm e d ia ries, which in m a ny insta nc es, ha ve  d isrupte d  the proje cts. 
 
                                                   
2 Notification No FEMA 19/ RB 2000 dated 3rd May, 2000 and Notification No FEMA 120/ RB 2004 dated 7th June, 2004. 



W e  request you to kind ly consid e r our request a nd , if ne c essa ry, c a ll for a  m e e ting  to offe r a ny clarific ations you 
m a y require. 
 
W e  a re extre m e ly tha nkful for your support to the  NBFC Se ctor a nd  trust that our sub m issions will re c eive your 
kind  a nd  fa voura b le  c onsid e ration as in the past. 
 
Tha nking  You. 

 
Yours sincerely 
 
For FINANCE INDUTRY DEVELOPMENT COUNCIL 
 
 
 
MAHESH  THAKKAR 
DIRECTOR GENERAL 
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