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ABSTRACT

In a prospering economy like India, not only banks but also Non Banking FinancialCompanies
(NBFCs) play a crucial and definite role in our financial sector. The recent coronavirus outbreak
created a serious liquidity concern in our economy which is affecting our financial intermediaries. The
economic slowdown due to the pandemic will affect the demand for loans which will further affect the
NBFCs and the rising Non Performing Assets (NPAs) is also a major concern. Liquidity crisis is a
serious obstacle for any financial institutions for its growth. In the present economic situation where
the stock markets of the entire world are crushed and thereby the investors have started pulling out
there money causing it a liquidity crisis, it is of immense importance to conduct a serious research
study on NBFCs, which can be a measure for boosting up the liquidity crisis. Present paper aims atin-
depth study and analysis of how the present situation impacted our NBFCs and the measures of
central government in bettering its present condition which will boost the economy now and post
Covid-19 period. Under this research work, a explorative study has been conducted to understand the
role of NBFCs in our current pandemic situation such that to uplift the economy in the crisis. The major
findings and conclusions for the research paper is that the special liquidity scheme for the NBFCs can
be a booster for the economy to get rid of financial crisis due the Covid-19 pandemic and itis also quite
certain that the sector can do better operations taking the help of the governmentinitatives.
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INTRODUCTION

The entire world at this point of time is going through a massive crisis which was hardly faced earlier.
The corona virus created pandemic have not only affected the whole economy but have also taken
away the lifes of individuals to a great extent across the globe. The Covid-19 pandemic affected human
beings physically and financially as the growth of the economy is at stag at these current juncture. The
outbreak of the pandemic forced people to lose jobs and unemployment is also rising such that there is
a declining growth in every sector. Supply chain is under stress and every small to large scale business
is getting significantly affected due to this pandemic created lockdown. From farmers to daily wage
earners, all are at risky situation, and the informal sectors are facing uncertainty as they do not know
what will happen next in such a recession like situation. Liquidity crisis started taking place as the
investors started pulling out their money, which resulted the global stock market to fall where India is
not far behind. As the economic and the social wellbeing are correlated in a certain way in a country,
one will effect the other and in a situation like this the pandemic is effecting the economic activities. The
pandemic raised a situation where there are inadequate social investments, cash are not flowing in the
economy and financial activities are degrading. The corona virus pandemic creating threat to human
life forcing us to maintain social distancing which is the only short term remedy found until now. Due to
the pandemic induced lockdown, several sectors have been hitted hardly to a large extent. Financial
activities are also facing a major problem where lot of sectors are affected which are crucial for the
development of our economy. A well balanced and robust financial sector is critical for activating and
uplifting the economy and facilitating towards progress and economic growth. In an economy like us,
the NBFCs do play a comprehensive role by accessing financial services to the needy and unbanked
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portion of the society. In the recent past scenario, the NBFCs have grown importance in our economy
and thereby it is attracting a large number of investors owing them a customer friendly reputation. In
away, the reason for importance of the NBFCs in our economy is because of providing accessible and
affordable financial services to the economy in recent terms which is boosting the economy.

Over the years, the NBFCs have substantially contributed to the Indian economic growth by
supplementing the effort of other different financial institutions of our country. They act as an
intermediary between the investors and the savers as they play the crucial role in the direction of
savings and investments in a wave of rapid industrial revolution. For a diverse and large economy like
India, providing access to financial services to every individual is crucial for the development of our
country. After the industrial revolution, therehas been a strong demand of credit and an increase in
credit penetration that should continue to drive the growth of the economy, which was met by the
NBFCs to a large extent. The major function of financial institutions like the NBFCs is to transfer the
savings of surplus into deficit units and therefore they can have a crucial role for our country.NBFCs
have also extended finance to Small and Medium Enterprises (SMEs) by providing a range of products
according to their needs. The NBFCs have not only provided loan against property but they also offer
various services to the MSMEs of our nation. Therefore, other than banks, the role of NBFC sector is
also very crucial in a prospering country like India (Kubik, 2020). But, due to this pandemic created
lockdown, our economy is in a major crisis where the NBFCs are also severally affected. As the
collections of the NBFCs have become standstill at this situation, their primary cash flows have been
disrupted and debt servicing has become a severe challenge for them. With minimal collections at this
time, the NBFCs will have to depend upon back up credit source from banks and on their own cash
reserves that they have generated previously. They have been facing a squeeze in liquidity position at
this very moment which is challenging forthe NBFCs (RBI, 2021). Looking at such crisis in the recent
times at our economy, the Central Government of India have suggested measures for different sectors
which is named as Atma Nirbhar Bharat Abhiyan Prakalpa or we call it as Self Reliance Scheme. Such
remedial measures will help to revive the economy in a purposeful way and will give a much needed
booster in the current liquidity crunch and crisis (Misra, 2020). The schemes will be effective in the long
run as things have been redefined in a lucid manner as these measures looks like the probable
solutions of the current economic problems. Business entities and different sectors which were facing
atough time at the pandemic period, can take advantage of these innovative schemes which in turn will
boost the economy. Therefore, the schemes can be a relief to restart the economy and move forward
from the crisis situation.

LITERATURE REVIEW

Many research works have been conducted so far considering different aspects of the NBFCs. Some
of the existing and extensive review of literatures are shown below:

Balachandran (2006) studied about the NBFCs and have observed that in the financial markets,
different financial products that are available, provide an effective credit and payment system and thus
they facilitate the channelizing of funds from savers to investors in our nation. The researcher also
pointed in the study that the growth of NBFCs in the year 1981 was 700 which increased to 40000 in the
year 1995 and finally concluded that the deposits ofthe NBFCs are growing at an increasing rate than
otherfinancial institutions and thereby the NBFCs can play a crucial role in Indian financial system.

Mohan (2009) examined the contribution of financial inclusion to achieve the greater economic growth.
The study also highlighted that India has a lower rank in financial depth and India’s rural economy has
shifted towards more commercialized sector. Therefore, it is very important to include the people in
the folds of financial services. The study concluded that financial inclusion will help in further
development of India’s financial system and promotion of economic growth.

RBI Bulletin (2015), stated that the NBFC sector of our nation has shown a tremendous growth in
recent years which are generically different from other public sector banks and shadow banks
operating elsewhere around the globe. According to the report, it was also found out that the financial
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performance of our NBFCs are improving day by day and also they are emerging as an important
source of financing credit to infrastructure sector and to micro, small and medium enterprises.

Kumar, July 1, 2020 b: The pandemic created lockdown has led to worsening conditions for NBFCs,
especially that of the private sector and the low rated ones. The news report also studied that the
several liquidity measures taken by the Reserve Bank of India have got a remedial impact on financial
institutions and markets but the stress due to the pandemic was still there in certain areas. It also
revealed that there is a need to ensure the flow of credit to the NBFC sector with certain credit backstop
within the system.

Chhibber (2021) studied and observed that Indian NBFCs assumed critical importance in the financial
systemin lastfew years. The researcher found that the creditto MSMEs by the NBFCs grew at a rate of
12 percent year on year in June 2019 and the researcher also stated that mutual funds reduced the
exposure of the NBFC sector very much in the year 2018. The study also highlighted that over the
years various measures have been taken by the government of our country to create demand and
thereby to generate liquidity in the market such that the banking sector of our nation lend further to the
NBFC sector under different schemes.

Research gap

Based on the above extensive review of literature; it has been observed by the researcher that
literature lacks any definite study regarding the role of NBFCs in economic development of the country
under current situation and impact of current pandemic on NBFCs. Hence, a descriptive and
explorative study has been considered by the researcher regarding the role of Non Banking Financial
Companies (NBFCs)in the current pandemic period brize the research gap.

Objectives of the study

Following are the research objectives of the concerned research work as identified and decided by the
researchers, based on the extensive review of the literature.

1. To study how the NBFCs have been affected in the current pandemic created nationwide
lockdown in the economy.

2. Toknow how far the recent central government’s measures will revive the NBFCs.

3. Tostudy the implications and post effect of the crisis in the NBFCs.
METHODOLOGY

The current study is explorative and descriptive and in nature which is based on analysis of secondary
sources of data to fulfil the above mentioned research objectives of the study. The secondary
information that was used in the study was collected from various websites considering news reports
and the present situation of the NBFCs of our country. Apart from the mentioned websites; various
journals, research articles, newspapers and reports have also been used for the purpose of the study.
Based on various information generated through secondary sources, the information has been clearly
and conceptually analyzed by the researcher to understand how the NBFCs of our country have been
affected due to the pandemic and its resulting lockdown. The researcher also focused on the self-
reliant schemes taken by the central government of our country such that how those various innovative
measures will help to combat the recent economic crisis in India and how far it can revive the NBFCs of
our economy. Based on the extensive analysis and discussion of the study, conclusion has been drawn
by the researcher such that how the smooth running of the NBFCs can be improved through the recent
central government schemes or any other strategies that should be taken for the overall effectiveness
of the industry and for the sustainability of the economy as awhole.
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