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ABSTRACT 

 

In our Economy, there are two major Financial Institutions, one is banking and 

other is Non-Banking. The Non-Banking Financial Institutions plays an important 

role in our economy as they provide financial services on wide range, they also work 

to offer enhanced equity and risk-based products, along with this they also provide 

short to long term finance to different sectors of the economy, and many other 

functions. This paper examines the latest trends in Non-Banking Financial 

Institutions. This paper analyzes the growth and enhanced prosperity of financial 

institutions in India. 

 

KEYWORDS: Non-Banking Financial Institutions, Latest Trends.  

______________________________________________________________________________ 

 

INTRODUCTION 

Non-Banking Financial Institutions (NBFIs) are a heterogeneous group of institutions that cater 

to a wide range of financial requirements and can broadly be grouped as financial institutions 

(FIs), non-banking financial companies (NBFCs) and primary dealers (PDs). This article 

provides an analysis of financial performance and soundness indicators related to FIs during 

2012-13 and analyses the financial performance of FIs. 
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The Reserve Bank of India is entrusted with the responsibility of regulating and supervising the 

Non-Banking Financial Companies by virtue of powers vested in Chapter III B of the Reserve 

Bank of India Act, 1934. The regulatory and supervisory objective is to: 

1. Ensure healthy growth of the financial companies. 

2. Ensure that these companies function as a part of the financial system within the policy 

framework, in such a manner that their existence and functioning do not lead to systemic 

aberrations; and that 

3. The quality of surveillance and supervision exercised by the Bank over the NBFCs is 

sustained by keeping pace with the developments that take place in this sector of the 

financial system. 

FINANCIAL INSTITUTIONS 

By the end of March 2013, there were 4 financial institutions (FIs) under the regulation and 

supervision of the Reserve Bank viz., the Export-Import Bank of India (EXIM Bank), National 

Bank for Agriculture and Rural Development (NABARD), National Housing Bank (NHB) and 

Small Industries Development Bank of India (SIDBI) as shown in Table 1. The Industrial 

Investment Bank of India (IIBI), the 5
th
 FI, is in the process of voluntary winding-up. The 

Ministry of Finance had issued a gazette notification to this effect on September 16, 2012. 

TABLE 1: OWNERSHIP PATTERN OF FINANCIAL INSTITUTIONS                                      

(AS AT END MARCH-2013) 

Institutions Ownership Percentage 

EXIM GOI 100 

NABARD GOI 

RBI 

99.3 

0.7 

NHB RBI 100 

SIDBI* Public Sector banks 

Insurance companies 

FI 

Others 

62.5 

21.9 

5.3 

10.3 

*3 major shareholders of SIDBI are - IDBI Bank Ltd. (19.2%), State Bank of India (15.5%) and 

Life Insurance Corporation of India (14.4%). 
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OPERATIONS OF FINANCIAL INSTITUTIONS 

 Decline in the financial assistance sanctioned and disbursed by Financial Institutions: The 

financial assistance sanctioned and disbursed by FIs decreased during 2012-13 as shown 

in Table 2. 

TABLE 2: FINANCIAL ASSISTANCE SECTIONED AND DISBURSED BY 

FINANCIAL INSTITUTIONS 

 

Source: www.rbi.org.in 

ASSETS AND LIABILITIES OF FIs 

 The combined balance sheet of all the 4 FIs expanded by 15.9% during 2012-13 as shown 

in Table 3. On the liability side, “deposits” along with “bonds and debentures” 

constituted morethan 60 per cent of total liabilities. On the assets side, “loans and 

advances” continued to be the single largest component, accounting for 88.8 per cent of 

total assets. 

  

www.rbi.org.in
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TABLE 3: LIABILITIES AND ASSETS OF FINANCIAL INSTITUTIONS 

 

Source: www.rbi.org.in 

RESOURCES MOBILISED BY FIs 

 LOWER RESOURCES RAISED, BUT INCREASE DEPENDENCE ON 

FOREIGN CURRENCY RESOURCES: Total resources raised by FIs during 2012-13 

were lower than the previous year. Both short-term and long-term resources raised 

declined, while those raised through foreign currency recorded a sharp increase as shown 

in Table 4. Rise in foreign currency borrowings was mainly with respect to EXIM Bank 

as it more than doubled its external borrowings during the year. In the money market, 

among the 4 FIs, NABARD raised the largest amount of resources followed by EXIM 

Bank, SIDBI and NHB as shown in Table 5. Commercial papers (CPs) were the major 

instruments for raising funds from the money market for all the 4 FIs during 2012-13. 

www.rbi.org.in
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TABLE 4: RESOURCE MOBILISED BY FIS 

 
Source: www.rbi.org.in 

TABLE 5: RESOURCES RAISED BY FIS FROM MONEY MARKET                                      

(AS AT END- MARCH 2013) 

.

 

     Source: www.rbi.org.in 

www.rbi.org.in
www.rbi.org.in
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SOURCES AND USES OF FUNDS 

 SHARP RISE IN EXTERNAL SOURCES OF FUNDS RAISED BY FIs: During 

2012-13, funds raised by FIs from external sources increased by 73.4 %, while that from 

internal sources decreased by 9.3 % as shown in Table 6. Share of “other” sources of 

funds for the FIs more than doubled to 8.1 %. In case of deployment of funds, the share 

of fresh deployments declined sharply to 43.8 %, whereas the funds used in other 

deployments surged significantly to 28.2 %. 

TABLE 6: PATTERN OF SOURCES AND DEPLOYMENT OF FUNDS OF FIS 

   

Source: www.rbi.org.in 

MATURITY AND COST OF BORROWINGS AND LENDING 

 During 2012-13, while the weighted average cost (WAC) of rupee resources raised by 

NHB and NABARD decreased, that for SIDBI increased marginally and for EXIM Bank, 

it remained at the previous level of 9 % as shown in Table 7. NABARD had the highest 

WAC of rupee resources raised and SIDBI had the least. Insofar as weighted average 

maturity (WAM) is concerned, while SIDBI had the longest WAM of 4.9 years, 

www.rbi.org.in
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NABARD had the shortest WAM of 1.8 years. During 2012-13, while NHB lowered its 

long-term prime lending rate (PLR), EXIM Bank and SIDBI kept their PLRs unchanged 

as shown in Table 8. 

TABLE 7: WEIGHTED AVERAGE COST AND MATURITY OF RUPEE 

RESOURCES RAISED BY FIS 

 

Source: www.rbi.org.in 

TABLE 8: LONG-TERM PRIME LENDING RATE STRUCTURE OF FIS 

 

Source: www.rbi.org.in 

FINANCIAL PERFORMANCE OF FIs 

 RISE IN PROFITABILITY DUE TO INCREASE IN NONINTEREST INCOME: 

Financial performance of FIs improved during 2012-13 as both their operating and net 

profits increased. Increase in FIs’ operating expenses during 2012-13 was mainly led by 

higher wage bill as shown in Table 9. Return on Assets (ROA) in respect of all the FIs 

remained almost stable during 2012-13. Amongst the FIs, SIDBI had the highest ROA 

followed by NHB, EXIM Bank and NABARD as shown in Table 10. 

www.rbi.org.in
www.rbi.org.in
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TABLE 9: FINANCIAL PERFORMANCE OF FIs 

 

Source: www.rbi.org.in 

www.rbi.org.in
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TABLE 10: SELECT FINANCIAL PARAMETERS OF FIS (AS AT END-MARCH) 

 

Source: www.rbi.org.in 

SOUNDNESS INDICATORS 

 IMPAIRED ASSETS INCREASED DURING THE YEAR: As compared to last year, 

net NPAs of FIs at aggregate level increased mainly on account of higher net NPAs in 

respect of EXIM Bank, SIDBI and NHB. The largest quantum of net NPAs was held by 

SIDBI, followed by EXIM Bank, and NHB. NABARD had the least NPAs among the FIs 

and its NPA position, in fact, improved during the year as shown in Table 11. The rise in 

net NPAs of NHB was on account of restructured loan accounts being classified as “sub-

standard” asset as shown in Table 12. During 2012-13, while the FIs’ total loss assets 

declined, the quantum of sub-standard and doubtful assets increased. EXIM Bank and 

SIDBI’s sub-standard assets increased, whereas those of NABARD declined 

substantially. 

TABLE 11: NET NON-PERFORMING ASSETS OF FIS (AS AT END-MARCH) 

 

Source: www.rbi.org.in 

www.rbi.org.in
www.rbi.org.in
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TABLE 12: ASSETS CLASSIFICATION OF FIS (AS AT END-MARCH) 

 

Source: www.rbi.org.in 

CAPITAL ADEQUACY 

 CAPITAL ADEQUACY POSITION OF FIS REMAINS COMFORTABLE: The 

CRAR of all the FIs was lower during 2012-13 than the previous year. However, all the 

four FIs maintained a CRAR higher than the minimum stipulated norm of 9 % as shown 

in Table 13. 

TABLE 13: CAPITAL TO RISK-WEIGHTED ASSETS RATIO OF FIs 

 

Source: www.rbi.org.in 

CONCLUSION 

The non-banking financial sector as a whole witnessed a significant expansion in its balance 

sheet; though there was consolidation as some companies exited and migrated to other business 

models. The net profits of FIs had increased during 2012-13. The overall asset quality of a large 

www.rbi.org.in
www.rbi.org.in
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part of the Non-Banking Financial Institutions sector deteriorated during the year, partly 

reflecting a slowdown in the overall economy. With regard to capital adequacy, the entire Non-

Banking Financial Institutions sector was comfortably placed. Regulatory interventions for the 

sector were guided by concerns relating to financial stability as also for promoting healthy 

growth of the sector. Besides issuing public notices, the Reserve Bank has been carrying out 

outreach and sensitisation programmes, cautioning the general public not to fall prey to fictitious 

offers by individuals, unincorporated bodies and companies promising unsustainable returns. 
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